QUESTIONNAIRE ON THE MAIN BOARD PROFIT
REQUIREMENT

We invite interested parties to respond to the Consultation Paper on The Main Board Profit
Requirement (Consultation Paper), which can be downloaded from the HKEX website at:
https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-
Present/November-2020-MB-Profit-Requirement/Consultation-Paper/cp202011.pdf

This Questionnaire contains the Privacy Policy Statement; Part A: General Information of
Respondents; and Part B: Consultation Questions.

All responses should be made in writing by completing and returning to HKEX both Part A
and Part B of this Questionnaire no later than Monday, 1 February 2021 by one of the
following methods:

By mail or Hong Kong Exchanges and Clearing Limited
hand delivery to: 8" Floor, Two Exchange Square

8 Connaught Place

Central

Hong Kong

Re: Profit Requirement CP

By fax to: (852) 2524 0149

By e-mail to: response@hkex.com.hk
Please mark in the subject line:

Re: Profit Requirement CP

Our submission enquiry number is (852) 2840 3844.

The names of persons who submit comments together with the whole or part of their
submissions may be disclosed to members of the public. If you do not wish your name to be
published please indicate so in Part A.
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Privacy Policy Statement

Hong Kong Exchanges and Clearing Limited, and from time to time, its subsidiaries (together
the "Group") (and each being "HKEX", "we", "us" or "member of the Group" for the
purposes of this Privacy Policy Statement as appropriate) recognise their responsibilities in
relation to the collection, holding, processing, use and/or transfer of personal data under the
Personal Data (Privacy) Ordinance (Cap. 486) ("PDPQ"). Personal data will be collected only
for lawful and relevant purposes and all practicable steps will be taken to ensure that personal
data held by us is accurate. We will use your personal data which we may from time to time
collect in accordance with this Privacy Policy Statement.

We regularly review this Privacy Policy Statement and may from time to time revise it or add
specific instructions, policies and terms. Where any changes to this Privacy Policy Statement
are material, we will notify you using the contact details you have provided us with and, where
required by the PDPO, give you the opportunity to opt out of these changes by means notified
to you at that time. Otherwise, in relation to personal data supplied to us through the HKEX
website or otherwise, continued use by you of the HKEX website or your continued
relationship with us shall be deemed to be your acceptance of and consent to this Privacy
Policy Statement, as amended from time to time.

If you have any questions about this Privacy Policy Statement or how we use your personal
data, please contact us through one of the communication channels set out in the "Contact
Us" section below.

We will take all practicable steps to ensure the security of the personal data and to avoid
unauthorised or accidental access, erasure or other use. This includes physical, technical
and procedural security methods, where appropriate, to ensure that the personal data may
only be accessed by authorised personnel.

Please note that if you do not provide us with your personal data (or relevant personal data
relating to persons appointed by you to act on your behalf) we may not be able to provide the
information, products or services you have asked for or process your requests, applications,
subscriptions or registrations, and may not be able to perform or discharge the Regulatory
Functions (defined below).

Purpose

From time to time we may collect your personal data including but not limited to your name,
mailing address, telephone number, email address, date of birth and login name for the
following purposes:

1. to process your applications, subscriptions and registration for our products and services;

2. to perform or discharge the functions of HKEX and any company of which HKEX is the
recognised exchange controller (as defined in the Securities and Futures Ordinance (Cap.
571)) ("Regulatory Functions");

3. to provide you with our products and services and administer your account in relation to

such products and services;

to conduct research and statistical analysis;

to process your application for employment or engagement within HKEX to assess your
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suitability as a candidate for such position and to conduct reference checks with your
previous employers; and
6. other purposes directly relating to any of the above.

Direct marketing

Where you have given your consent and have not subsequently opted out, we may also use
your name, mailing address, telephone number and email address to send promotional
materials to you and conduct direct marketing activities in relation to HKEX financial services
and information services, and financial services and information services offered by other
members of the Group.

If you do not wish to receive any promotional and direct marketing materials from us or do
not wish to receive particular types of promotional and direct marketing materials or do not
wish to receive such materials through any particular means of communication, please
contact us through one of the communication channels set out in the "Contact Us" section
below. To ensure that your request can be processed quickly please provide your full name,
email address, log in name and details of the product and/or service you have subscribed.

Identity Card Number

We may also collect your identity card number and process this as required under applicable
law or regulation, as required by any regulator having authority over us and, subject to the
PDPO, for the purpose of identifying you where it is reasonable for your identity card number
to be used for this purpose.

Transfers of personal data for direct marketing purposes

Except to the extent you have already opted out we may transfer your name, mailing address,
telephone number and email address to other members of the Group for the purpose of
enabling those members of the Group to send promotional materials to you and conduct
direct marketing activities in relation to their financial services and information services.

Other transfers of personal data
For one or more of the purposes specified above, the personal data may be:

1. transferred to other members of the Group and made available to appropriate persons in
the Group, in Hong Kong or elsewhere and in this regard you consent to the transfer of
your data outside of Hong Kong;

2. supplied to any agent, contractor or third party who provides administrative,
telecommunications, computer, payment, debt collection, data processing or other
services to HKEX and/or any of other member of the Group in Hong Kong or elsewhere;
and

3. other parties as notified to you at the time of collection.

How we use cookies

If you access our information or services through the HKEX website, you should be aware
that cookies are used. Cookies are data files stored on your browser. The HKEX website



automatically installs and uses cookies on your browser when you access it. Two kinds of
cookies are used on the HKEX website:

Session Cookies: temporary cookies that only remain in your browser until the time you
leave the HKEX website, which are used to obtain and store configuration information and
administer the HKEX website, including carrying information from one page to another as you
browse the site so as to, for example, avoid you having to re-enter information on each page
that you visit. Session cookies are also used to compile anonymous statistics about the use
of the HKEX website.

Persistent Cookies: cookies that remain in your browser for a longer period of time for the
purpose of compiling anonymous statistics about the use of the HKEX website or to track and
record user preferences.

The cookies used in connection with the HKEX website do not contain personal data. You
may refuse to accept cookies on your browser by modifying the settings in your browser or
internet security software. However, if you do so you may not be able to utilise or activate
certain functions available on the HKEX website.

Compliance with laws and regulations

HKEX and other members of the Group may be required to retain, process and/or disclose
your personal data in order to comply with applicable laws and regulations or in order to
comply with a court order, subpoena or other legal process (whether in Hong Kong or
elsewhere), or to comply with a request by a government authority, law enforcement agency
or similar body (whether situated in Hong Kong or elsewhere) or to perform or discharge the
Regulatory Functions. HKEX and other members of the Group may need to disclose your
personal data in order to enforce any agreement with you, protect our rights, property or
safety, or the rights, property or safety of our employees, or to perform or discharge the
Regulatory Functions.

Corporate reorganisation

As we continue to develop our business, we may reorganise our group structure, undergo a
change of control or business combination. In these circumstances it may be the case that
your personal data is transferred to a third party who will continue to operate our business or
a similar service under either this Privacy Policy Statement or a different privacy policy
statement which will be notified to you. Such a third party may be located, and use of your
personal data may be made, outside of Hong Kong in connection with such acquisition or
reorganisation.

Access and correction of personal data

Under the PDPO, you have the right to ascertain whether we hold your personal data, to
obtain a copy of the data, and to correct any data that is inaccurate. You may also request
us to inform you of the type of personal data held by us. All data access requests shall be
made using the form prescribed by the Privacy Commissioner for Personal Data ("Privacy
Commissioner") which may be found on the official website of the Office of the Privacy
Commissioner or via this link: https://www.pcpd.org.hk/english/publications/files/Dforme.pdf



https://www.pcpd.org.hk/english/publications/files/Dforme.pdf

Requests for access and correction of personal data or for information regarding policies and
practices and kinds of data held by us should be addressed in writing and sent by post to us
(see the "Contact Us" section below).

A reasonable fee may be charged to offset our administrative and actual costs incurred in
complying with your data access requests.

Termination or cancellation

Should your account or relationship with us be cancelled or terminated at any time, we shall
cease processing your personal data as soon as reasonably practicable following such
cancellation or termination, provided that we may keep copies of your data as is reasonably
required for archival purposes, for use in relation to any actual or potential dispute, for the
purpose of compliance with applicable laws and regulations and for the purpose of enforcing
any agreement we have with you, for protecting our rights, property or safety, or the rights,
property or safety of our employees, and for performing or discharging our functions,
obligations and responsibilities.

General

If there is any inconsistency or conflict between the English and Chinese versions of this
Privacy Policy Statement, the English version shall prevalil.

Contact us

By Post:

Personal Data Privacy Officer

Hong Kong Exchanges and Clearing Limited
8/F., Two Exchange Square

8 Connaught Place

Central

Hong Kong

By Email:
DataPrivacy@hkex.com.hk
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Part A General Information of the Respondent

(1) Please state whether your response represents your personal or your company/ entity’s
view by checking () the boxes below and filling in the information as appropriate:

M  Company/ Entity view

Asia Securities Industry and Financial Markets Association

Company/ Entity name*: (ASIFMA)

Company/ Entity type*: 7 | jsted Company O HKEX Participant
[ Investment Management Firm [ Corporate Finance Firm

U] Law Firm ] Accountancy Firm

M Professional Body/ Industry association

L1 Others (Type: ___ )

Contact person*: Mr Lyndon Chao

Title: Managing Director, Head of Equities and Post Trade

Phone no.*: +852 6106 7800 Email address: Ichao@asifma.org
[J Personal view

Respondent’s full name*: Mr/ Ms/ Mrs

Phone no.*: Email address:

Among the following, please select the one best describing your position*:

(] Listed Company Staff 1 HKEX Participant Staff [] Retail Investor

L] Investment Management Staff [ Corporate Finance Staff [ Lawyer

] Accountant L] Others (Type: ___ )

Important note: All fields marked with an asterisk (*) are mandatory. HKEX may
use the contact information above to verify the identity of the respondent.
Responses without valid contact details may be treated as invalid.

(2) Disclosure of identity

HKEX may publish the identity of the respondent together with Part B of this response
to the members of public. Respondents who do not wish their identities to be published
should check the box below:

[] I{ We do not wish to disclose my/ our identity to the members of the public.

Signature (with Company/ Entity Chop if the response represents company/ entity view)




Part B Consultation Questions

Please indicate your preference by checking the appropriate boxes. Please reply to the
guestions below on the proposed change discussed in the Consultation Paper downloadable
from the HKEX website at:
https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-

Present/November-2020-MB-Profit-Requirement/Consultation-Paper/cp202011.pdf

Where there is insufficient space provided for your comments, please attach additional pages.

Capitalised terms have the same meaning as defined in the Consultation Paper unless
otherwise stated.

1.

Do you agree that the Profit Requirement should be increased by either Option 1 (150%)
or Option 2 (200%)? Please give reasons for your views.

M Yes

1 No

You may provide reasons for your views.

Our members believe that the minimum thresholds under the Main Board Profit Requirement
should be increased by 150% (Option 1).

We note that the companies which marginally satisfy the minimum thresholds of the Profit
Requirement are generally smaller companies, which tend not to be our members’ clients, nor
the focus of institutional investors, and liquidity in such companies after-listing tends to be
low. As noted in the Consultation Paper, our members have observed that such companies are
typically from traditional industries. Our members have observed that such types of Issuers
may be more prone to becoming shell companies, as well as manipulation.

While we believe that such issues will likely remain for companies which are only able to
meet the minimum requirements even after the proposed increase to the Profit Requirement,
our members agree that a higher profit test would still generally be helpful and we welcome
the Exchange’s proposals.

Our members do not feel strongly about either option, but agree with the logic behind Option
1, which is in line with the 2018 percentage increase in the Market Capitalisation Requirement
in 2018.

Besides the proposed increase in the Profit Requirement, is there any other alternative
requirement that should be considered? Please give reasons for your views.

M Yes
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1 No

You may provide reasons for your views.

Our members recognize that smaller companies still need access to equity capital markets but
for the reasons outlined above, believe that that such needs should be accommodated via
alternate avenues and not the Main Board — for example, the currently underutilized GEM
Board. Our members therefore encourage HKEX to consider enhancing the GEM Board to help
make such a more attractive venue to help smaller sized companies access the equity capital
markets. The Exchange could also explore creating a platform similar to the Shenzhen Stock
Exchange’s V-Next Platform to help small and innovative companies raise capital from venture
capital and private equity investors.

3. Do you agree that the Exchange should consider granting temporary relief from the
increased Profit Requirement due to the challenging economic environment? Please give
reasons for your views.

M Yes
[ No

You may provide reasons for your views.

Our members agree that the Exchange’s proposal to consider granting temporary relief from the
increased Profit Requirement would be fair, given the economic challenges presented by
COVID-19. However, it is important consider whether such challenges are temporary, as
COVID-19 may have a lasting or structural impact on some industries which may make their
listing on the Main Board inappropriate.

4. If your answer to Question 3 is yes, do you agree with the conditions to the temporary
relief as set out in paragraph 55? Please give reasons for your views.

M Yes
1 No

You may provide reasons for your views.

Our members believe that the proposed conditions for the temporary relief from the increased
Profit Requirement are sensible. In particular, ASIFMA welcomes the requirement for Issuers
to disclose their detailed profit forecast covering the period up to the forthcoming financial year
end date after the date of listing, which we believe will help to incentivize realistic forecasts
and help investors better understand the Issuer’s expected financial position post the effects of
COVID-19.
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