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Chairperson’s Message & 2=

Dear Members

As we entered the second half of 2023, I'd
like to take this opportunity to review the
performance of the Hong Kong stock market.

In the first six months of the year the IPO
: | market registered 31 new listings, raising a
g J"f’::' . total of HK$17.8 billion. Although market
j—" . y expects the figures to pick up in the second
the bullish years previously. To put things in perspective, in 2019
when HKEX ranked first in the global IPO league table, 114 new
listed companies were added to our stock market with IPO proceeds

half of the year, it will still be a far cry from

amounting to HK$256 billion. The average daily turnover for the first
six months of 2023 was HK$115.5 billion, compared to say HK$166
billion for 2021. Such lacklustre performance can be attributed to a
number of factors: the tense geopolitical situation continues to inhibit
western capital from investing in Chinese assets, the accumulated
losses incurred by western investors in Chinese investments, and the
interest rate hikes. All these have a dampening effect on our stock
market performance.

To mitigate the situation, participation of fresh capital from new
origins is perhaps necessary. In this light, the moves to seek closer
business and investment ties with the Middle East by both the
Central and Hong Kong Governments are right on target. While high
level government visits are effective in opening doors, continuous
efforts to solidify the relationship are equally important. It is
paramount for the Hong Kong Government to devise a coherent and
persistent Middle East strategy which not only tells the Hong Kong
story, but also aims to cultivate trust and long-term partnership.
Middle Eastern people, | would say, are similar to us Chinese. They
treasure relationships not just encounters; value partnership not
only transactions. Our Government must demonstrate commitment
to the region by investing time and resources to build relationship
and promote understanding. One must also realise Middle Eastern
countries are far from homogeneous but have different economic
compositions and strengths, and varying business priorities and
investment interests. Among the countries, they would co-operate
and compete on different fronts; they are the so-called “frenemies”.
Our Government's strategy much therefore be able to distinguish
the commonalties and differences between them and identify
opportunities from there.

To begin with, a number of simple action steps can be considered:
* Expand the network of the HKSAR Economic and Trade offices
in the Middle East. This would demonstrate Hong Kong's

commitment to the region and allow us to fully understand the
different countries and nurture business relationships.
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+ Leverage on the deal-making prowess of Hong Kong investment
professionals to build networks on the ground, develop ties and
look for opportunities.

¢ Sell the Greater Bay Area (GBA) Concept. Continue high level
government visits to the Middle East at regular intervals to talk
about not only the Hong Kong story, but that of the whole GBA.
This would amplify the attractiveness of our offering. Recently
the counsel general of Saudi Arabia in Guangzhou expressed
optimism of GBA as an economic and business hub. We must
seize the opportunity to capture and deepen the interest.

In addition to injecting new vigour into our financial markets,
developing stronger ties with the Middle East also has strong
implication to the internationalisation of RMB. Channeling Middle
East capital to Hong Kong's existing and future RMB denominated
assets portfolio would be an effective way to increase demand for
RMB and encourage Middle East governments to build up their
RMB holdings for current accounts purposes. This is another area
where Hong Kong can play a part in servicing national needs and at
the same time, solidify the unique role of Hong Kong in the grand
scheme of China’s development.

The Chamber believes healthy financial markets are integral to
the continuing economic prosperity of our city. As a key market
stakeholder, we will always share views and make recommendations
on how to fortify our strengths and make things better. In this regard,
members views are most welcomed and together, we will make
contributions to our market and economy for the benefit of all.

Yours sincerely

Catherine Leung
Chairperson
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Editor’s Column #REERVEE

With new listing rules designed to attract companies from a range
of emerging and innovative industries in place, Katherine Ng, Hong
Kong Exchanges and Clearing Limited (HKEX), Head of Listing,
explains why ultimately it is quality that attracts capital into the
market. In an exclusive Cover Story interview with Momentum, Ms Ng
also details the initiatives being taken to give confidence to investors
and issuers to ensure that Hong Kong strengthens its status as one of
the top international capital raising and financial centres. With issuers
expected to be required to report climate-related disclosures in their
environmental, social and governance (ESG) reports from early 2024,
Ms Ng further highlights why listed companies need to consider their
business activities in terms of how risks from climate change could
affect their operations both financially and physically.

Our Talking Points column in this edition features the Chamber's
responses to the HKEX Consultation Paper on Enhancement of
Climate-related Disclosure under the ESG Framework. While the
Chamber appreciates the good intention of the enhancements in
aligning with international standards, the Chamber also points out
why it is important to recognise challenges faced by some issuers
from the proposed enhancements if adopted in their present format
and timetable. Given the diverse degree of readiness between
different types of disclosure and between companies, the Chamber
sets out its reasons why it would not be prudent to upgrade the
proposed enhancements to “mandatory” in one go, and why a more
gradual and selective approach would be more advisable.

Risks evolve and new risks emerge. In this issue our Corporate Tips
feature looks at why managing risks is an increasingly important
responsibility for corporate directors. Especially from the perspective
that directors and officers may be held personally liable for any action
or decisions that result in harm to the company or its stakeholders by
failing to protect the company against risks.

While the strong growth rebound that was widely expected to follow
the end of Mainland China’s zero-COVID policy has yet to materialise,
our Economic Insights “Don’t Write off China’s Economic Recovery”,
column explores a range of possible government-led interventions
that could support economic recovery.

Our regular FRA Column this month focus on the listing of specialist
technology companies under the new Chapter 18C listing rules
implemented in the first quarter of 2023 that opened doors to
companies from a range of emerging and innovative industries.

Finally, our member in the spotlight this issue is integrated financial
services provider Emperor Capital. Having experienced more than 30
years of transformations amidst an increasingly competitive business
environment, Emperor Capital highlights why a mix of people,
products and technology are fundamental to staying relevant.

Yours sincerely,

Chris Davis
Editor
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As Katherine Ng marks a decade with the Hong Kong Exchanges
and Clearing Limited (HKEX), in her new role as Head of
Listing, she speaks to Momentum about further enhancing the
competitiveness of Hong Kong’s market, the need to maintain
market quality and the initiatives being taken to give confidence to
investors and issuers to ensure that Hong Kong strengthens its status
as one of the top international capital raising and financial centres.

As a former corporate lawyer and political assistant to the Secretary
for Financial Services and Treasury of the Hong Kong Government,
Ms Ng says joining HKEX in 2013 as Head of Policy and Secretariat
Services of Listing Division, enabled her to marry her legal
experience and passion for public policies. “It was exactly what |
was looking for because the rules based-regulatory role involves
a lot of legal analysis,” says Ms Ng. Appointed Head of Listing in
February 2023, Ms Ng says that in her new broader role, her focus is
on sustaining a robust and healthy market ecosystem by continuing
to improve its quality and, in doing so, making Hong Kong’s market
more competitive. “We never do this alone,” she explains. Because
policy decisions impact potential listing applicants and listed issuers,
HKEX consults with market participants, including the Chamber of
Hong Kong Listed Companies (CHKLC). “We want companies to do
well, so we try to support them as much as we can whilst upholding
our market quality,” says Ms Ng, noting that ultimately it is quality
that will attract capital to the market.

Because policy decisions impact potential listing
applicants and listed issuers, HKEX consults
with market participants, including the Chamber
of Hong Kong Listed Companies. 1)

Initial public offering (IPO) activities remained subdued in the first
half of 2023 amid a challenging market and, despite positive signs
pointing to a recovery, Ms Ng says the market still needs time to
rebound. To ensure long-term sustainability, she believes enhancing
the depth, vibrancy and diversity of the market is a priority. “The
definition of an attractive market is one where issuers want to list and
capital can be raised,” says Ms Ng. Citing an example of enhancing
market quality, Ms Ng says the inclusion this year of the eligible shares
of international companies that are primary-listed in Hong Kong in the
Southbound Stock Connect scheme adds a new layer of development
between Mainland China and Hong Kong's financial markets. “No
other market in the world offers international companies such broad
access to Mainland China’s domestic market opportunities as well
as international liquidity,” Ms Ng says. The Stock Connect initiative
is a prime demonstration of creating a business case that helps
increase and enhance Hong Kong's attractiveness as a world-leading
listing venue. Citing another initiative, Ms Ng noted how HKEX had
streamlined the requirements for all overseas issuers with one common
set of core shareholder protection standards, providing the same level
of protection to all investors. “We work with the market to enhance its
quality and listen to our stakeholders,” says Ms Ng.
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Looking ahead, later
this year HKEX is
planning to issue a
consultation paper
to seek views on
listing reforms for its
second board, GEM
(formerly known as
the Growth Enterprise
Market). Ms Ng says
the holistic review
will consider ways to
better support the
listing and fundraising
needs of SMEs in
Hong Kong, the
Greater Bay Area and
beyond. “"We will
look at all aspects of
the GEM proposition
from the perspective
of broadening the
appeal to issuers, while focusing on maintaining the quality of the
market with a high level of investor protection.” Ms Ng added
that HKEX will reference overseas and Mainland China examples
for ideas of how to reform GEM for SMEs and technology
start-ups.

In the corporate governance space, Ms Ng says HKEX is committed
to promoting a diverse corporate culture and fostering board
diversity. Since 1 July 2022, HKEX no longer accepts IPO applicants
that have a single gender board. All single gender boards of listed
issuers will be phased out by the end of 2024 after a three-year
transition period. Ms Ng explains the aim is not about targets or
implementing token representation, but proactively fostering a
diversity of perspectives. She says the three-year period for listed
companies to transition away from gender boards is in keeping
with the usual period of time companies review and nominate their
board of directors. Highlighting how there is a wealth of evidence
supporting the concept that a diverse company is more innovative,
competitive and resilient one, Ms Ng says, as the market operator
and frontline regulator of 2,600 companies, HKEX has developed
a wealth of support materials to assist listed issuers complete the
transition.

It is not a case of us looking for discrepancies;
it is more about identifying areas
where we can provide useful advice that will
improve the quality of disclosure. L}
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Raising the Profile on Climate Change
Noting how 2023 is proving to be another active and productive

year for HKEX, Ms Ng says the bourse operator is looking at Hong
Kong's capital raising ecosystem across the entire spectrum from
regulatory, infrastructure, efficiency and modernisation perspectives.
For example, the rollout of a series of projects, initiatives and
market enhancements, underpin a focus on addressing challenges
and capturing future growth opportunities. In a consultation paper
published on 14 April 2023, HKEX proposed to mandate that issuers
include climate-related disclosures in their ESG reports, aligning
to the International Sustainability Standards Board (ISSB) Climate
Standards. Consequently, listed companies will need to consider
their business activities in terms of how risks from climate change
could affect their operations both financially and physically.

With climate change a growing global concern, Ms Ng says that,
in line with other markets, HKEX's proposals aim to accelerate
the building of resiliency and the sustainability journey of listed
issuers. Expected to be adopted in 2024, with mandatory disclosure
requirements on the horizon, Ms Ng says HKEX believes it is
important to understand how best to support companies in their
disclosure of climate-related risks. “We have a wide spectrum of
issuers in Hong Kong, therefore it is important to get them on board
and help them get ready”, she says. Pointing out how the Covid-19
pandemic provided a bold reminder that companies cannot afford
to focus on profits alone, Ms Ng notes how the pandemic lifted the
bar on the importance of environmental and social issues, including
climate change and employee safety.

Under HKEX's reporting requirement proposal, with climate-related
disclosures moving away from “comply or explain” to mandatory
disclosure, the Exchange believes it is vital for board directors to be
involved in the oversight,
governance and management
strategy as well as how the
board reviews progress
made against goals and
targets for material ESG
topics. As part of a company's
overall risk management
framework, Ms Ng believes
board involvement means that
companies are more aware
of ESG performance and in a
better position to manage the
risks. The goal, she adds, is to
integrate ESG governance into
a company's corporate culture,
which then translates into
transparency and resilience. - X
“ESG issues should not be
viewed separately or in a
vacuum,; it needs to be part of
a company’s mission, vision
and objectives,” Ms Ng notes.
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Furthermore, with investors increasingly assessing ESG performance
to evaluate their business sustainability, ESG topics have become a
fundamental part of business operations. Recognising that there is
no “one-size-fits-all” framework for ESG reporting, Ms Ng says, as
a market regulator, HKEX provides a centralised education platform
called the ESG Academy, which offers step-by-step guidance and
practical tips for disclosure, application and implementation. “There
is no shortage of guidance available from HKEX or publically,” Ms
Ng says, adding that HKEX is always looking to support and work
with market stakeholders. Valid questions have been raised about
the in-house knowledge needed for ESG reporting, especially by
SMEs. However, unless the nature of a company’s business activities
call for it, companies do not need to employ scientists to meet
their ESG reporting requirements. She says, in a similar way that
companies manage cybersecurity risks, it is important for issuers to
ascertain the ESG issues that are most material to them and focus on
the more significant risks.

Building the Marketplace of the Future

To support the fundraising needs of emerging and innovative
companies, in the first quarter of 2023, HKEX implemented a new
listing regime under Chapter 18C, opening doors to companies from
a range of emerging and innovative industries. Offering its support
for the initiative, the CHKLC noted that the introduction of Chapter
18C was a “strategic move in the right direction” and another notable
reform of the listing regime in Hong Kong. Ms Ng says the new listing
pathway for Specialist Technology Companies (which operates in the
following five industries: next-generation information technology,
advanced hardware and software, advanced materials, new energy
and environmental protection, and new food and agriculture
technologies) covers a wide range of cutting-edge sectors. Under
the new listing rules, pre-commercial companies with at least HK$10
billion (US$1.3 billion) in valuation but yet to generate sales, are
welcome to submit a formal IPO application. The threshold is HK$6
billion for commercial companies with revenue of at least HK$250
million in the financial year before their IPOs. “Safeguards have been
put in place to provide investor protection,” Ms Ng says, this is why
18C IPO applicants tend to be at a relatively well-established stage of
development.

We work with the market to enhance its
quality and listen to our stakeholders. 99

In July, a system on chip (SoC) autonomous vehicle solution provider
was the first company to apply to list under Chapter 18C. According
to Ms Ng, Chapter 18C is another example of HKEX's continuing
efforts to diversify the mix of products and elevate Hong Kong's market
competitiveness, and follows the reforms of April 2018 when companies
with Weighted Voting Rights and pre-revenue biotechnology firms
were first allowed to list. “We believe that our new listing regime for
Specialist Technology Companies is well-timed to balance investor
protections with the listing needs of innovative new companies,” says
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Ms Ng. Referring to the success of the
18A IPO listing requirements for pre-
revenue biotech companies, Ms Ng points
out that today about 270 New Economy
companies, including healthcare and
biotech enterprises, are listed on the Hong
Kong bourse where they account for about
23% of the market value.

Technology Adds New Strengths

Embracing technology to further
enhance the market structurally is
another cornerstone of HKEX's objective
to improve operational efficiency. HKEX
is set to launch its new digital platform,
FINI (Fast Interface for New lIssuance), in
October to shorten the cycle between
IPO pricing and the start of trading from
T+5 to T+2, driving market efficiency and reinforcing Hong Kong's
position as the world's premier IPO market. “The shorter settlement
timeline aims to give investors faster access to new listings,
reduce market and operational risks, and improve efficiency for all
stakeholders,” Ms Ng says. A major improvement FINI will provide is
the replacement of bilateral workflows, emails, faxes, physical forms
and other documents in the settlement process by enabling online
interactions between IPO sponsors, legal advisers, coordinators,
distributors and regulators.

Providing insight on how technology is at the forefront of HKEX's
strategy to enhance its operational capabilities, Ms Ng says that
“technology has helped us hugely on our journey”. By utilising
technology to do the mundane work, colleagues can concentrate on
more meaningful tasks. For example, the use of Al has dramatically
increased the scope of annual report assessments that can be
performed. Annual reports tend to be unstructured documents
presented in a variety of ways and more than 2,600 of them are
published a year. Using Al has enabled HKEX to increase the volume
of its annual report assessments from a sample of a few hundred a
year to almost all that are published by listed issuers. “It is not a case
of us looking for discrepancies, it is more about identifying areas
where we can provide useful advice that will improve the quality of
disclosure,” Ms Ng says. It is HKEX's eventual aim to implement a
one-stop technology platform for issuers to provide vital real-time
case statistics and streamline workflow management. A one-stop
technology platform also plays a vital role in providing real-time case
statistics and streamlining workflow management.

As HKEX continues to focus on its vision of building a Marketplace
of the Future, Ms Ng stresses the need to elevate and enhance the
quality of Hong Kong's markets, reinforced by a commitment to
providing a transparent, robust and resilient platform accessible to
investors from all around the world.

Chris Davis
Editor
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T h United Nations released the “Who Cares Wins” report in 2004, which advocated
efor incorporating the concept of Environmental, Social and Governance (ESG)
into the indicators for measuring corporate managements, ESG has since become a
worldwide trend. Governments around the world have placed greater emphasis on the
concept of sustainable development, while enterprises have established carbon reduction
targets and publicly disclosed data on carbon emissions and product carbon footprints.
Over the past few years, the market has been in turmoil due to the pandemic, which
has put the resilience and sustainability capabilities of corporate governance to the test.
Companies believe that integrating ESG indicators into their management can help build
a positive corporate image, expand business opportunities, attract investments, etc.
Integrating ESG as a core part of business operations has become an irreversible trend.

Despite the current emphasis on environmental protection and sustainable development,
“greenwashing” is becoming increasingly rampant. Some companies claim to support
environmental causes, but their actual actions run counter to their stated goals. This
casts doubt on the credibility of corporate ESG disclosure reports. Hong Kong testing and
certification (T&C) bodies can conduct independent audits for corporate clients to verify
their practices and results, increasing the transparency and credibility of their reports.
They can also assist companies and institutions in implementing various ESG and
sustainable development projects, creating synergies for corporate development.
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Hong Kong’s T&C industry has a robust accreditation system, high level of technical proficiency and rich experience. Reports issued
by accredited bodies are widely recognised internationally and among consumers. T&C bodies can provide corporate clients with
rigorous and high-quality ESG audit and certification services, which can help companies to improve their ESG performance, leading

to more vigorous development and greater success in the future.

ERRARDERAGRENDTHE, ERABEERBRNEERMKT, &

AR MRS EER EREEE 2B BEZHRR SRR KRR

SRR A RE P REREMEE ESGC St NMBERY, BEMERTERESG LAY, #REEH, RKAUESESER

To learn more about the T&C industry in Hong Kong, please visit the website
of the Hong Kong Council for Testing and Certification (Secretariat support

provided by the Innovation and Technology Commission).
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The Hong Kong Council for
Testing and Certification
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Hong Kong’s T&C bodies can assist companies in

Compile ESG Reports: prepare corporate ESG reports
that meet the requirements and guidelines of Hong Kong
Exchanges and Clearing Limited and the Task Force on
Climate-related Financial Disclosures and provide related
consulting services.

Policy Planning for ESG and Sustainable
Development: the professional teams of the Hong Kong's
T&C industry fully understand the needs of enterprises in
the process of introducing ESG concepts into its governance
and products. They can assist clients in formulating ESG and
sustainable development policies and work closely with them
at every stage of the supply chain. This includes conducting
assessments of products, services and processes as well as
providing additional solutions. These efforts aim to help clients
to improve their performance in terms of ESG and promote
the development of enterprises.

ESG Information and Carbon Audit: provide

professional services includuing ESG data verification and
certification, portfolio advisory for financing and investment,
corporate social responsibility audit, carbon footprint
assessment and verification, carbon emission verification/
validation, sustainable sourcing assessment, etc.

Green Finance and Sustainable Procurement

related Consultation and Certification Services:
T&C bodies can provide enterprises with green finance advisory

and verification, sustainable product certification, and product
life cycle environmental impact assessment, so as to quantify
the impact of products on the environment with a view to
aligning with the trend of energy saving and carbon reduction.
This could assist companies and institutions to demonstrate
their achievements in implementing ESG strategies and to fulfill
their sustainable development commitments.

implementing ESG and sustainable development goals in four areas:
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The Chamber of Hong Kong Listed Companies
EEBLMRTEHE

TALKING 7
POINTS =&

Implementation of Climate-related Disclosures
Should be More Paced and Selective

H 3R i H B I R E 1B 3 E Al BT

n response to the HKEX Consultation Paper on Enhancement of
Climate-related Disclosure under the ESG Framework, the Chamber
of Hong Kong Listed Companies earlier submitted its response.

The Chamber appreciates the good intention of the enhancements
in aligning with international standards and in seeking to provide
higher transparency to investors about listed issuers’ ability to deal
with climate change risks and opportunities.

However, we also realise the challenges for some issuers from the
proposed enhancements, if adopted in their present format and
timetable.

This article summaries our view in the submission:

Overview
The HKEX's proposed enhancements of climate-related disclosure

are largely aligned with the International Sustainability Standards
Board (ISSB) Climate Standard. The proposed disclosure
enhancements are grouped under four core pillars: Governance,
Strategy, Risk Management, and Metrics and Targets.

On the other hand, the proposed enhancement can be largely
categorised into 3 different levels of disclosures, namely I.
“Qualitative disclosure”, Il. "Quantitative disclosure” and Ill.
“Financial impact disclosure”, with different levels of complexity
and difficulty in compliance, as analysed below:

I. Qualitative Disclosure

The above qualitative disclosures are similar to the TCFD-aligned
climate-related financial disclosures with which listed companies
are expected to be in compliance by 2025, as previously proposed
by The Green and Sustainable Finance Cross-Agency Steering
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Group. As such, quite a number of listed companies would have
already kick-started the related preparation work. The new proposed
requirements on the qualitative disclosures appear to be largely
achievable for general listed companies in Hong Kong under the
proposed timeline.

Il. Quantitative Disclosure

The recommendations of TCFD require the companies to report the
measurement of greenhouse gas (GHG) emissions (Scope 1 &2) and
if appropriate Scope 3 emissions. Generally, we consider that many
listed companies would be able to fulfil the proposed disclosure
requirement on Scope 1 & 2 emissions with corresponding reduction
target setting, as such requirements already exist in the current ESG
Reporting Guide of Appendix 27 - A4: Climate Change & KPI A1.2.

However, the proposed timelines of interim and full compliance of
some quantitative disclosures especially for the Scope 3 emissions
do appear to be challenging to many listed companies. Meaningful
and accurate disclosure of Scope 3 emissions along the supply chains
of a company require a comprehensive dataset which is difficult to
obtain and the process of collecting it could be time- and resource-
intensive. The lack of accurate and comprehensive dataset from the
value chain adds to the challenge. The data collection work may not
be straightforward
and we believe
businesses along
the upstream and
downstream value
chain, especially
the SMEs, are not
ready to provide
such data to the
listed companies.

For the average
listed companies,
it would also
require them to
review the entire
upstream and
downstream value
chain and seek
professional advice
from compliance
experts. But with
the expected
surge in demand
for professional
advisory services,
whether there
will be sufficient
resources in the
market is still in
question.
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lll. Financial Impact Disclosure

For those requirements related to financial impact
disclosure, we are of the strong view that listed
companies may have face huge challenges. The
main reasons are:

¢ There is no standardised internationally
recognised valuation methodologies, tools and
guidelines in the current market to evaluate the
financial effects linked to climate-related risks
and opportunities, hence the definition and the
financial implications of the quantitative data
are of much uncertainties.

* The mapping of affected assets and business
activities may involve high degree of assumptions,
interpretations and other subjectivities made by
managements, consultants or other advisors,
as a result, estimated financial numbers could
be highly incomparable among industry peers
since they are dependent on the selection of
assumptions and other subjectivities, even under the same climate
scenarios.

¢ Currently, TCFD recommendations suggest using a 2°C or lower
scenario in addition to other scenarios to measure climate-related
risks and opportunities. Companies which voluntarily use more
severe scenarios (e.g. 4°C or above) may report more significant
financial impacts than using milder scenarios. There would not be a
level playing field for comparison and assessing impact on business.

* For those listed companies which are operating in different and/
or multiple geographical locations and with diverse industry
sectors, they are required to follow their own national schemes or
preferred framework in different sectors for measuring the financial
effects. Such data may not be easily compatible to perform data
analysis and presentation.

+ Many listed companies would have concems on disclosing financially-
related data, and the interpretation of such data by investors
using inaccurate interpretation may result in significant impacts on
stock price, capital raising capacity and even company reputation.

+ Disclosure of anticipated financial effect may also amount
to forward-looking statements which would require careful
consideration.

Overall, the management and business particulars of companies
differ. Issuers in the same industry and similar geographic focus
will not share the same views on risks, opportunities, materiality
and forecasts. Therefore, there may be significant differences in
disclosures for companies in the same industry, especially in relation
to basis and assumptions in arriving at financial impacts. In addition,
the required financial information and forecasts may not be entirely
accurate as they are not audited or verified as the case may be.
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CHKLC Recommendations
Given the diverse degree of readiness between different types of

disclosure and between companies, we believe it would not be
prudent to upgrade the proposed enhancements to “mandatory”
in one go. A more gradual and selective approach would be more
advisable.

+ For qualitative disclosures, while we support information of a
qualitative nature can be made mandatory, a longer lead time
would be beneficial, especially for smaller size companies.
We recommend extending the implementation for mandatory
disclosure of qualitative nature for another year, i.e. effective
for financial year beginning January 1, 2025. And from financial
year beginning January 1, 2024, it will be on a comply-or-explain
basis. Companies who are ready may disclose while letting other
companies more time to prepare to engage the market with
disclosure in a high quality and meaningful manner.

¢ For disclosure of a quantitative nature, we believe that
mandatory disclosure should also only start for financial year 2025
while “comply-or-explain” may start from financial year 2024.
However, we have reservations about making Scope 3 data
disclosure mandatory in a blanket manner. HKEX should consider
making it mandatory for some industries, and ‘comply or explain’
for others, e.g. industries with light pollution or smaller-sized
companies. For Scope 3 disclosures, be it mandatory or “comply-
or-explain”, HKEX may consider providing safe harbour from
certain forms of liability for inaccurate data, e.g. deemed not be
a fraudulent statement, unless it is disclosed other than in good
faith. If the Exchange decides to mandate Scope 3 disclosures
for certain industries, as we recommended, the two year interim
arrangements shall still apply.

+ As for financial impact disclosure, we are concerned many
companies are not ready for or incapable of, given the
complexities. The overall effective date for disclosure should be
subject to more market discussion, and only with more assistance
given. Even if implemented, it should only be on a “comply-and-
explain” basis in the foreseeable future. Companies who are able
and willing to make the efforts may do so, for example in abiding
by industry regulations or in response to keen investors demand.

In addition to our overall comments cited above, we noted in
the ISSB IFRS S2 finalised standards published on 26 June that in
certain areas, the finalised standards are less demanding in the
reporting contents and scope than what are proposed in the HKEX
Consultation Paper, and allow more flexibility to issuers. As the
ISSB finalised standards set out to be the principle recommended
reporting standards, it should be regarded as the highest achievable
standards. There is no compelling reason the Hong Kong reporting
guidelines should be more exacting. We therefore recommend HKEX
remove requirements in its Consultation Paper that are higher than
the ISSB finalised standards.
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Managingand
Mitigating Risks:
A Corporate Directors
Insurance Perspective
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anaging risks is an important responsibility for corporate directors.
Apart from the obligation to protect the company against risks,
directors and officers may be held personally liable for any action
or decision that result in harm to the company or its stakeholders.

Risk management could be complex, depending on such factors as
industry, business model, jurisdiction, and size of a company. In most
cases, however, risk management comes down to taking these three
essential steps:

1. Identify and assess risks
2. Develop a risk management plan
3. Ongoing monitoring and evaluation

Step 1: Identify and Assess Risks
Directors should proactively identify potential risks facing the
organization and assess their likelihood and potential impact.

Risks can be divided into two categories, namely (i) personal risks,
the liability to be borne by individuals; and (i) corporate risks, where
liability could attach to a corporation. Directors, as trustees of a
corporation, are responsible for minimizing its risk exposure.

Common examples of personal risks include claims for breach
of fiduciary duties or trust, negligence and failure to supervise.
Corporate risks are much broader and varied. Important ones include
regulatory risks, war and terrorism risks, operational risks, employee
risks, financial risks and compliance risks etc.

It is worthwhile to prepare a checklist of the risks identified, with a
thorough assessment of the impact of each risk. Assessment could
be in terms of financial impact, organizational impact, level of
vulnerability etc. This checklist could provide management with a
clear picture of all the important risks facing the organization. It is the
starting point of a robust risk management program.

Step 2: Develop a Risk Management Plan

Once there is a checklist of risks, the next step is to develop
strategies to mitigate the risks. A comprehensive risk mitigation plan
would include at least the following:

¢ Categorize the risks by severity
of impact. In other words, the
risks that are most likely to occur
and causing the highest level of
damage should come first.

+ For each risk, formulate mitigation
actions and contingency plans.
The contingency plans could
be part of a broader Business
Continuity Plan (BCP).

¢ Assign responsibilities and
establish ownership for each risk
to designated personnels, who
will be held accountable. Clear
assignment of responsibilities
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Below is a list of common risks and their respective insurance covers:

and action steps is an essential part of any contingency plan. .
Include contact details of all individuals who are assigned with
responsibilities.

Arrange necessary insurance. Although not all risks can be
transferred, many risks can be diversified and passed on to .
insurance companies. Seek professional advice from your
insurance broker on arranging the appropriate insurance with
adequate limits and coverage. A well-designed insurance solution

could provide significant benefits in case of contingencies, in the

very least a relief from financial burden.

Risks Defined
EERIR S

Office risk exposures, including employees’ bodily injury in the course of
employment, legal liabilities to any third parties’ bodily injury and property
damage in the insured'’s premise
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Insurance Solutions

ERIRTS%E

Office Package Insurance

MREEERE

Legal liability for third parties’ property damage and bodily injury caused as
a result of your business activities

ARV REEM B =0 EZHEERIRABBENMAENIEEREE

General Liability Insurance

—RREERE

Accidental risks of physical loss or damage to the contract works as well
as third party legal liabilities , workers’ injuries and loss of profit during
construction

GNTERENERBANEERB=DARET - TAZEBRIBIEAEHANEE
KERNRE

Construction All Risks/Erection All Risks
Construction Worker Compensation

Insurance
BERFRSRE / ZRGEERE
BET ABEERME

Allegation of errors, omissions, neglect, non-performance of the products,
breach of contract ; wrongful design, wrongful materials of products,
misrepresentation of your products

FRERIIRIER iR - MRBRIDEERR 21 : ERERTARE ~ MEAR
EmXEER

Manufacturing Errors and Omission
Insurance

BNE R IR IR IR

Company'’s first and third party loss due to data breach or network security
beach following a cyber-incident

RINBEESHRPERRENREEZERE  AMEZNFE—HRFE=TIEX

Cyber Insurance

BB LR

Personal legal liabilities of a company’s directors and officers against
lawsuits alleging wrongful acts arising out of activities within their capacities

NEESRSREEBAERERMEHEENANEE) - FUBFHATRMERES -
HMmBEBREAEEREE

Directors & Officers Liability
Insurance (D&O)

ESREREEASHERR

Personal legal liabilities of a company’s directors and officers against

lawsuits alleging wrongful acts arising out of activities within their capacities

at the time of IPO

NIESRSNEBAEEERARRBIRE  RERSHEMNAEE) - BRIEFH
AEITRMBAESR - RmBEEIE N EREE

Prospectus Liability Insurance (PLI)
BEREEEERE
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Risks Defined

BRI R

Insurance Solutions

RIRTS=

Legal liabilities of individuals or company arising out of professional
services rendered including claims arising from breach of confidentiality

BADRRTEHEEERBRMELNERET - BRERERRBREMKRE

Professional Indemnity Insurance (PI)

EXEERE

arising out of investment advice/services provided

HEREE

Liabilities of funds, investment managers/advisers, its directors and officers

2E  REKE/BEE EESTIsRERASREHIRERR / REBMMBEHRY

Investment Management Insurance
(Combined D&O/PI and Crime
Insurance)

RECERE (MSEERSREEA
ERERETICTERRE)

plans for employees

75t

Group medical, life, personal accident, travel, MPF/ORSO and other benefit

RETREAEERRE - AS  ASEN - Ikl - 8% / BERASTBIR A g

Employee Benefit Insurance

EEmEFIRE

personnel in the business

EEEXAREERENRRE TIHIEHUBIBRRE

Provides financial loss protection in the event of a loss of an owner or a key

Key Person Insurance

ZERE

company

NEEW / BERNHEERRE=SABEE

Property damage and third party’s bodily injury of motor vehicles/fleets of

Motor Insurance

REREE

+ Directors should check if proper contractual arrangement with
appropriate indemnification clause is in place to protect both the
company liability and the directors’ personal liability.

+ New joiners to the organization should familiarize themselves with
the risk management plan, so they will be fully up to speed in the
event of an incident.

Step 3: Ongoing Monitoring and Evaluation
Risks evolve. New risks also emerge from time to time. Continuous

monitoring and evaluation of a company’s risk profile is therefore
crucial. Also make sure the risk management strategies are effective
and up-to-date.

This step should be formalized and scheduled, as it is easy to
approach risk management as a one-off exercise, especially for
organizations without a dedicated risk management function.

To see how the above 3-step risk management framework works in
practice, we will run through the process with an example.

With the heavy reliance on technology nowadays, cyber risks are
as relevant as ever, to just about any company. Here we will use
cyber risks to show how a company might implement the 3-step risk
management framework discussed above. Do note that the following
is just an outline of the process. Companies should fully engage their
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IT team and cyber security professionals in
managing their cyber risks.

1.

Review the company’s information
technology infrastructure, systems,
and processes; identify all potential
vulnerabilities.

Create a list of the critical data and assets
in order of their value and vulnerability.
Examples of such assets include
customer information, financial data, and
intellectual properties. The more valuable
the assets, the more attractive they are
to cybercriminals, and higher the risk of
being target a of cyber attack.

Compile a checklist of 3rd party vendors and service providers.
Ensure due diligence has been performed on each of them.
Directors also need to make sure these third parties have proper
security measures in place. Review company security policies
and procedures to ensure they are up-to-date and effective. This
should include policies related to access control, data protection,
incident response, and employee training.

Conduct regular vulnerability tests to identify weaknesses in
the company’s systems and applications. This serves to identify
potential entry points for cybercriminals.

Devise counter-measures and formulate a contingency plan with
clear Standard Operation Procedure (SOP) in case of a cyber
breach. This should be part of the company’s overall BCP.

Implement tools and processes to monitor the company’s systems
for potential threats and attacks. This can include intrusion
detection and prevention systems, network monitoring, and
security information and event management (SIEM) tools.

Evaluate whether cyber insurance with sufficient limit are in place to
prevent unexpected damage to the management and company.

While we used cyber risks as an example here, the same principles
could be applied to all kinds of risks. If you are unsure about how
to manage a particular risk, it is best to seek advice from lawyers,
accountants, or other professionals with the necessary expertise.

The unprecedented COVID-19 pandemic has disrupted many
corporations, their operations, finances and workforce. For many
organisations that did not prioritize risk management or were reluctant
to allocate adequate resources to the issue, that was the moment of

truth. “The only certainty is...

uncertainty”. Having an effective risk

management plan in place is the only way for businesses to recover
quickly from a crisis, and be truly resilient in the long run.

Ida Yau

Grandwood Insurance Brokers Limited Standards Foundation
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Economic Recove ry
S
gl -

he strong growth rebound that was widely expected to follow the B EFEERINTEBIERE - WADIREE)
end of China’s zero-COVID policy has yet to materialize. This is HUFSE R - WIFANERERFIFTER » HEEEIR
both less surprising and easier to understand than many observers SUWAEEET - EETHIER -

seem to think.

ERAEEBER » AERRIYLIRIIEN—BEREN
The end of COVID-19 lockdowns was supposed to unleash a HEEFX - AR BT KREEERTRIZAIE
powerful wave of pent-up demand. Instead, aggregate demand, MiER > RIRFIEE] T ZBIAVEIN E - BERERE

which had been slowing before the pandemic, has returned to its TEFRREAHTT ~ HRAENSEIHIRNEER - EX
previous trajectory. Though Chinese have been traveling, socializing, FEHBESZEANEREAEESR - BEEENRENSR
and dining out more, consumer-spending growth by households has BRI -

been limited. Fixed-asset investment has not recovered.
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With a few exceptions, such as the new-energy-vehicle (NEV) sector,
economic activity has remained subdued. As a result, growth has
been much weaker than expected. Though real GDP growth reached
4.5% in the first quarter, it is expected to slow in the second. Core
inflation is hovering around zero, and the producer price index is in
negative territory.

But this situation likely reflects temporary circumstances. In particular,
when the new government took over earlier this year, it did not
immediately introduce a comprehensive policy package aimed at
bolstering the post-pandemic recovery.

To be sure, in the second half of last year, China's government
did pursue some measures aimed at loosening the constraints on
households and businesses. But the interventions did not go far
enough, particularly regarding the real-estate sector, which constitutes
about 40% of China’s annual fixed-asset investment. Market
expectations that housing prices are set to plummet have weighed on
household balance sheets and deterred new home purchases.

Meanwhile, local governments are facing severe financial constraints,
and the interest-bearing debt position of local-government financing
platforms has deteriorated sharply, undermining infrastructure
investment. While the financial constraints on the corporate sector
are somewhat looser, lack of confidence is taking a toll on private
investment. Add to this declining employment and wages, owing to
the COVID-19 pandemic, and supportive policies are clearly needed.

Fortunately, a policy package aimed at supporting the economic
recovery is most likely on its way. A recent briefing by China's
National Development and Reform Commission indicated that such
a package would include interventions aimed at raising wages and
supporting low-income households to boost

consumption spending.

Funding curbs on property developers may also
be loosened, in order to reinvigorate the real-
estate sector. The People’s Bank of China already
appears poised to cut lending rates further, in
order to encourage borrowing. And the central
government will most likely consider partial local-
government-debt swaps, or request policy banks
to offer long-term loans, in order to boost local
governments' spending power.

Of course, Chinese policymakers cannot
circumvent all of the headwinds the economy
faces. Global geopolitical shifts — especially China'’s
deteriorating relationship with the United States
— will undoubtedly hamper China’s economic
recovery in the short term. Yet it remains far from
clear what the medium- or long-term effects will
be. It is entirely possible that beyond the short-
term shocks lie long-term opportunities for China,
a country with a long track record of flourishing
amid instability and crisis.
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Already, China has responded to increasing uncertainty in its
external environment by expanding and safeguarding its access
to strategic resources, such as energy and critical minerals,
whether by strengthening its partnerships with relevant countries
or overcoming its dependence on foreign suppliers. China
already dominates the rare earths market.

China's strategic thinking and economic resilience are also reflected in
the rapid recent growth in NEV exports. In the wake of the pandemic
shock and the geopolitical crisis triggered by the Ukraine war, Chinese
automakers saw opportunities to boost NEV exports to regions like
Europe that were seeking to accelerate their green transitions.

The Chinese NEV industry’s record speaks for itself. China overtook
South Korea in total automobile exports in 2021, and Germany last
year. This year, China is expected to export four million units — a
significant share of which will be NEVs — surpassing Japan to become
the world's largest car exporter. At the same time, to increase NEV
adoption at home, the government will extend the purchase-tax
exemption on NEVs for another four years.

This record suggests that US-led efforts to restrict microchip exports
to China will have limited impact in the long term. They are more
likely to spur China to reduce its dependence on technology supply
chains involving the US and its partners, whether by shifting its trade
relationships or innovating at home.

China’s decentralized economic structure helps considerably. Flows of
complex technology products are likely to be spread across dozens of
cities and managed by thousands of firms, which can be state-owned
enterprises, indigenous private firms, or foreign-owned companies.

When a sector begins to grow rapidly in China, investors and companies
tend to flock to it, not least because of the supportive policies and
subsidies that local governments are probably offering. This can
accelerate the industry’s development considerably, even if it is an
industry with technological thresholds that require huge investment
(and large talent pools) to reach. For example, Tesla’s planned new
Megapack (battery) factory in Shanghai will provide a further boost to
China's NEV sector, just as its “Gigafactory” has since 2019.

Of course, once the technological threshold is crossed, huge
investments in newly thriving sectors can create challenges, not least
excessive capital formation, and early-entry firms may be the ones
that suffer the most. But as China’s photovoltaic industry showed,
demand conditions can stabilize or improve, reinvigorating the
sector. In other words, robust economic growth may still materialize,
even if a macro boom is yet to come.

Zhang Jun
Dean of the School of Economics at Fudan University
Director of the China Center for Economic Studies, a Shanghai-based
think tank
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Over the past 30 years Hong Kong's securities brokerage
industry has experienced significant transformations amidst an
increasingly competitive business environment, evolving financial
markets and a more stringent regulatory landscape. To stay relevant,
local securities brokerage firms need to ensure they possess the right
mix of people, products and technology.

Founded in 1993 and listed on the main board of the Hong Kong
Stock Exchange in 2007, Emperor Capital (0717) has been at
the forefront of these changes by consistently and successfully
adapting to the evolving landscape. With the adoption of the new
Chinese name, the company has repositioned itself as an integrated
financial services provider, offering a range of services that include
global securities and futures trading, wealth management, asset
management, corporate finance advisory services to listed issuers as
well as commercial and personal loans and mortgages.

Daisy Yeung, Chairperson of Emperor Capital Group has witnessed
first-hand the changes in Hong Kong's securities industry over the past
three decades. At the same time, she says Mainland China’s capital
market has also undergone significant transformation during recent
years. For instance, Yeung notes how the opening up of Mainland
China’s capital market along with integration with the Hong Kong
financial market has led to the entry of industry participants from
Mainland China, which has made the local securities brokerage market
more competitive and dynamic. “At Emperor Capital, we understand
that to maintain our edge we need to ensure that we have the right
blend of products, technology and most importantly, talent at our
disposal,” Yeung says. By working with regulators, Emperor Capital
ensures that its operations align with the
latest industry best practices and regulations,
while also promoting transparency and
accountability.

Hong Kong’s Comparative Advantages
The closer integration of Mainland China's

and Hong Kong's financial markets, along
with increased cross-border capital flows will
continue to have a positive impact on the
financial services industry in Hong Kong, says
Jack Pun, the Executive Director of Wealth
Solutions of Emperor Capital Group. Pun
believes that further integration will also
provide more financing opportunities for listed
issuers. As a result, Hong Kong's financial
services industry is poised to benefit as closer
integration will enable the industry to tap
into the vast resources and opportunities
presented by the Mainland Chinese market.

Pun also emphasises that Hong Kong has
its own comparative advantages over other
financial hubs in the region, including
Singapore. Pun points out that Hong Kong’s
advantages include being the largest
international asset management hub in Asia,
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the largest cross-border private wealth management and hedge fund
centre in Asia, and the second largest private equity centre in Asia
after Mainland China. “These factors make Hong Kong a unique and
competitive financial hub with a diverse range of financial services and
expertise,” Pun says. Furthermore, Hong Kong's strategic location as
the gateway to Mainland China, along with its robust legal system and
regulatory framework, enhances the city’s attractiveness as a financial
hub for both domestic and international investors. “While comparisons
with other financial centres are inevitable, it is essential to recognise
that Hong Kong has its unique strengths and advantages, which make
it a leading financial centre in Asia and beyond,” says Pun.

Engaging in Fruitful Dialogue with Regulators

Noting the importance of communication, Yeung says the Hong
Kong Monetary Authority and the Securities and Futures Commission
work together and interact with industry players in the banking
and investment industries to enhance the exchange of supervisory
information and co-operation. IPO candidates that wish to list on
Hong Kong's stock exchange also have channels to communicate
with Hong Kong Exchange and Clearing, which runs the city’s bourse,
through their financial advisors or sponsors.

“The communication between regulators and industry participants,
such as listed issuers and financial service providers, has significantly
improved over the years,” notes Yeung. “We acknowledge and
appreciate the efforts made by regulators to protect investors by
fostering a more transparent and accountable financial system,”
she adds. "As a responsible member of the industry, we recognise
the importance of maintaining open and effective communication
channels with regulators to ensure that the financial services industry
operates in a fair and responsible manner.”

However, going forward, Yeung believes there is room for further
improvement in the communication channels between industry
participants and regulators. From a strategic standpoint, Yeung
says it is important to ensure that regulators are fully aware of the
potential impact that even small changes to regulations can have on
the business of industry participants. For example, Steve Wong, the
Director of Emperor Corporate Finance Limited, cites the example
of the delisting rules that became effective in 2018, which has
significantly tightened rules governing the delisting of issuers. The
delisting mechanism that came into effect in 2018 notably limits
the time for suspended companies to restructure and tightens the
requirements for issuers to maintain their listing status. Issuers who
fail to meet these requirements are more likely to be suspended or
even delisted. The purpose of this delisting mechanism is to reform
the market, maintain the integrity of the stock market, and protect the
rights of minority shareholders, he explains.

"However, compared to the past, issuers now have less time to make
the necessary improvements after being suspended from trading.
In practice, issuers often need to seek support from whiteknights or
new investors for their funding needs during the resumption process.
Nevertheless, suspensions can create uncertainty about the value of
the issuer and these investors may need additional time to perform
due diligence. In this cycle, resumption of trading becomes extremely
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challenging. Existing shareholders find themselves in a dilemma and
may even face the possibility of losing their entire investment. Even if
trading resumes, this uncertainty can result in a significant drop in stock
prices. For investors involved in margin trading, if the stock value falls
below the predetermined margin ratio, they will face losses and the risk
of additional margin calls.” Therefore, Wong hopes that regulators will
not only protect the interests of investors but also pay more attention to
the impact of prolonged stock suspensions on the industry’s operations.

To address this issue, Yeung says it would be beneficial for regulators to
engage in more frequent and transparent communication with industry
participants to better understand the impact of potential changes to
the regulatory environment. “This would enable regulators to make
more informed decisions that balance the need for investor protection
with the need for a stable and predictable market environment,”
Wong says. As a company that wears two hats — being both a
listed issuer and a brokerage firm — Emperor Capital is committed
to contributing opinions and insights to any proposed changes to
the regulatory framework. “We believe that this would enable us
to work together to create a more effective and efficient regulatory
environment that benefits all stakeholders involved,” says Yeung.

Listing Rules Should be Even More Welcoming for

Innovative Companies
Wong welcomes the recent addition of Chapter 18C “Specialist

Technology Companies” to the Main Board Listing Rules, which
provide certain concessions for companies that are primarily engaged
in developing and/or exploiting innovative technologies. Effective
31 March 2023, the amended Chapter 18C listing rules enable
issuers from five specific industries: next-generation information
technology; advanced hardware; advanced materials; new energy and
environmental protection; and new food and agriculture technologies
to seek a listing on Hong Kong's market. According to Wong, while the
new framework aims to boost Hong Kong's status as the premier listing
venue for innovative and forward-thinking companies, the eligibility
requirements for both commercial and pre-commercial

companies under the new rules are still quite high.

Under the new listing arrangement, “pre-commercial”
companies that meet the Chapter 18C Specialist Technology
Companies criteria with at least HK$10 billion (US$1.3 billion)
in valuation, but have yet to create revenue generation, can
seek a listing on Hong Kong's market. For “commercial”
companies that meet the Chapter 18C Specialist Technology
Companies criteria with at least HK$250 million in sales in
the financial year before their initial public offering (IPO), the
minimum valuation is HK$6 billion. “Only the most exceptional
companies at the forefront of their respective industries will
be able to meet these requirements and have the potential to
list in Hong Kong under the new framework, despite the fact
that the threshold has been lowered from what was originally
proposed,” Wong says. It is worth noting that under the new
rules at least 50% of the total number of shares offered in the
IPO must be allocated to independent institutional investors.
These investors must be professional and cannot be existing
shareholders, close associates or any core connected persons.
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As well as the introduction of Chapter 18C, Wong acknowledges the
significant listing rule changes that have taken place in Hong Kong
over the past few years, such as the introduction of dual class shares
and the opening of a new pathway for pre-revenue biotech companies
to raise capital. Nevertheless, he believes that there is room for further
improvements. Specifically, he would like to see the listing rules
become even more welcoming for innovative companies with unique
operational models and to accommodate their fund rasing demands.

As a seasoned professional in corporate finance, Wong highlights the
importance of conducting comprehensive and effective due diligence
when evaluating IPO applications from innovative companies. “The
pace of technological innovation is spreading at an astonishing rate.
Today's due diligence goes beyond meeting the requirements of
listing rules and guidelines. For tech-driven companies with shorter
operating histories, we pay even more attention to evaluating the
founders and management team, analysing the long-term viability of
their commercialisation process, and assessing whether their technical
capabilities are endorsed by industry experts and professors from top
universities. By doing so, we can provide more accurate assessments
of the valuation of tech companies for both us and the public.”

Unlocking Opportunities for the Younger, Tech-savvy

Investors Through Proprietary Fintech
Over the past decade, technology has revolutionised the financial

services industry impacting every aspect from banking to securities
trading and portfolio management. With the advent of smart devices
and real-time data, according to Emperor Capital, the market has
become more transparent, and investors are better informed than ever
before. To stay relevant and connect with a younger and more tech-
savvy investor base, Emperor Capital has made substantial investments
in its technology infrastructure. For instance, the company employs
cutting-edge trading platforms that offer real-time market data and
analysis tools to assist clients in making informed investment choices.

Given the dynamics and intricate nature of financial market data, Pun
explains that clients ranging from retail investors to professional and
institutional investors require trusted advisors that can offer guidance
and assistance in manoeuvring through these complexities. “With
the aid of technology, such guidance can be more easily provided,”
Pun says. To engage with the new generation of investors and
embrace Fintech, Emperor Capital has undergone a transformation
into a comprehensive one-stop financial platform. "We are excited
to announce the upcoming launch of our new mobile app, which
will provide clients with an enhanced user experience and the
ability to manage their investments and financial needs with ease,”
he says. Unlike most firms in the industry that rely on standardised
online trading services provided by third-party IT vendors, Emperor
Capital have invested heavily in the creation of a unique and highly
customised platform that sets the company apart from the competition.
Pun explains the new app will provide clients with added advantages
such as granular portfolio visibility, fortified risk management and security
measures and better trade execution. For instance, the app can automate
client investments providing a hassle-free investment experience. The
app also offers one-stop management of all client accounts, including
securities and futures accounts at Emperor Capital.
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Simon Chu, the Operations Director
of Wealth Solutions of Emperor
Capital Group has observed that
young investors are increasingly
relying on technology platforms to
trade and invest. In response to this
trend, Chu says Emperor Capital
is planning to introduce more
innovative features in the next phase
of development, one of which is
robo-advisor, which provides financial
planning services through automated
algorithms and requires no human
intervention. Furthermore, to empower tech-savvy investors to take
more control over their trading strategies and portfolio management,
a module will be added that will allow users to define their own
algorithms to execute trades. “With this feature, clients can take charge
of their own ‘quant’ strategy, making informed investment decisions
based on their unique investment goals and risk tolerance,” says Chu.

Attracting Talent from Across Asia
Taking note of Hong Kong's talent shortages which have impacted

all industry sectors during recent times, Chu believes the city has the
potential to attract young talent not only from Mainland China but
also from other parts of Asia, including Indonesia, Malaysia, Taiwan
and Vietnam. However, in spite of the potential, Chu highlights there
are still barriers that need to be addressed in order to fully leverage
the talent pool available in the region. As a mentor to university
exchange students from other parts of Asia, Chu has observed first-
hand some of the challenges and barriers young talents face when
trying to establish themselves in Hong Kong. While the predominant
concern is the cost of housing, access to education for children
is another major issue. To provide an alternative to sending their
children to international schools, Chu suggests the government
could explore the possibility of offering places at local schools for
professionals with school-age dependents.

Meanwhile, Yeung has observed the strong entrepreneurial mind-
set the younger generation of elite graduates demonstrates. She
cites the example of asset managers under the age of 30 who
are managing assets valued between US$100 million to US$200
million for their clients. “While this may not seem like a substantial
amount for large asset managers, the most talented young
talents nowadays prefer running their own businesses rather than
working for established firms,” Yeung says. Such a trend highlights
the importance of fostering an environment that encourages
entrepreneurship and innovation in the financial service sector,
particularly among younger financial practitioners.

Jimmy Chow
Journalist
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n order to provide a versatile listing regime, many special
companies are permitted to be listed and traded on HKEX under
the Listing Rules including:

*  overseas companies under chapter 19 of the Listing Rules;

¢ PRC companies (with H shares listed on HKEX and A shares listed
on Shanghai or Shenzhen stock exchange) under chapter 19A;

¢ authorised collective investment schemes (including real estate

investment trusts (REITs)) under chapter 20;

investment companies under chapter 21;

mineral companies under chapter 18;

companies with weighted voting rights under chapter 8A;

biotech companies under chapter 18A; and

special purpose acquisition companies under chapter 18B.

* & 6 0+ o

The listing and trading of these companies and each of which are
subject to specific disclosure and compliance requirements as therein
contained, in addition to, and/or in substitution for, the general
obligations under the Listing Rules applicable to all companies that
are listed on HKEX.

In October 2022, HKEX issued a consultation paper to consult
the market on the new regime for the listing and trading of
Specialist Technology Companies (as hereinafter defined). The
consultation was well received by the market. In March 2023,
HKEX issued the consultation conclusions implementing the
new regime with effect from 31 March 2023. On 30 June 2023,
HKEX published the first IPO application under this new regime
from Black Sesame International Holding Limited, an automotive-
grade computing SoC and SoC-based intelligent vehicle solution
provider. This FRA column gives a brief overview of the new regime
for the listing and trading of Specialist Technology Companies.

Definition of Specialist Technology Companies

Under LR 18C.01, a Specialist Technology Company is defined as a
company primarily engaged in the research and development of, and
commercialisation and/or sales of, Specialist Technology Products
within an acceptable sector of a Specialist Technology Industry
and maybe a Commercial Company (meeting certain revenue
requirement set out in LR 18C.03(4)) or Pre-Commercial Company (not
meeting such revenue requirement). Specialist Technology Industries
or acceptable sectors thereof are set out in paragraph 7 of the
Guidance Letter issued by HKEX and include:

(a) next generation information technology including cloud-based
services and artificial intelligence;

(b) advanced hardware and software including robotic and automation,
semiconductors, advanced communication technology, electric
and autonomous vehicles, advanced transportation technology,
aerospace technology, advanced manufacturing, quantum
information technology and computing, and metaverse technology;

(c) advanced materials including synthetic biological materials,
advanced inorganic materials, advanced composite materials and
nanomaterials;
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(d) new energy and environmental protection including new energy
generation, new energy storage and transmission technology,
and new green technology; and

(e) new food and agriculture technologies including new food
technology and new agriculture technology.

HKEX may accept an industry (other than the above) if the applicant
can demonstrate the matters contained in, and may reject an
application under, Guidance Letter. HKEX may update the guidance
on Specialist Technology Industries and acceptable sectors.

Specialist Technology is defined as science and/or technology
applied to products and/or services within an acceptable sector of a
Specialist Technology Industry. Specialist Technology Products are
products or services that apply Specialist Technology.

Qualifications for Listing
Under LR 18C.03-05, an applicant for listing under the Specialist
Technology Company regime must:

(@) be a Specialist Technology Company as defined;

(b) have been in operation in its current line of business for at least
three financial years prior to listing under substantially the same
management;

(c) have an initial market capitalisation at the time of listing of at
least HK$6 billion (for Commercial Company) or HK$10 billion (for
Pre-Commercial Company) respectively;

(d) have revenue of at least HK$250 million for its most recent
audited financial year (for Commercial Company);

(e) have engaged in research and development (R&D) of its Specialist
Technology Products for at least three financial years prior to listing;

() have incurred expenditure on R&D amounting to (i) at least
15% of its total operating expenditure (for Commercial
Company); (i) at least 30% of its total operating expenditure (for
Pre-Commercial Company with revenue of at least HK$150
million but less than HK$250 million for its most recent audited
financial year); and (iii) at least 50% of its total expenditure (for
Pre-Commercial Company with revenue of less than HK$150
million for its most recent audited financial year), in each case (1)
on a yearly basis for at least two of the three financial years prior
to listing; and (2) on an aggregate basis over all three financial
years prior to listing; and

must have received meaningful investment from sophisticated
independent investors (LR 18C.05).

@

R&D Expenditure is set out in paragraph nos. 21-26 of the Guidance
Letter issued by HKEX with illustrative sample calculations set out in
Appendix thereto.
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As regards meaningful investment
from sophisticated independent
investors under LR 18C.05, it is
set out in paragraph nos. 28-
30 (relating to independence
requirement), 31-36 (relating to
sophisticated investors), and 37-45
(relating to meaningful investment)
of the Guidance Letter.

Under LR 18C.06 and 07, a
Pre-Commercial Company must
in addition:

(@) demonstrate to HKEX and
disclose in its listing document
(prospectus) a credit path
to the commercialisation of
its Specialist Technology
Products that will result
in meeting the revenue
requirement under LR
18C.03(4), further guidance
on credit path is set out in
paragraph nos. 46-53 of the
Guidance Letter; and

T

ensure that it has available

sufficient working capital to cover at least 125% of its group’s
costs for at least 12 months from the date of application (after
taking into account the proceeds of new listing).

Under LR 18C.22-24, a Pre-Commercial Company may apply to
HKEX for removal of such designation if it meets the requirements of
a Commercial Company after listing.

IPO of Specialist Technology Companies

As regards allocation of shares, at least 50% of the offered shares
must be taken up by independent price setting investors in the
placing tranche (whether as Cornerstone Investors (as defined in LR
18A.01) or otherwise) under LR 18C.08. Independent price setting
investors and their allocations are set out in paragraph nos. 54-60 of
the Guidance Letter.

Under LR 18C.09, where the IPO includes both a placing tranche and
a public subscription tranche, the minimum shares allocated to the
public subscription tranche shall be:

(a) an initial allocation of 5% of total shares under IPO; and

(b) a clawback mechanism that increases the number of shares to
(i) 10% (when the demand for public subscription tranche is 10
times more but less than 50 times of the initial allocation); and
(ii) 20% (when the demand for public subscription tranche is 50
times or more of the initial allocation).
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On the contrary, shares may be transferred from the subscription
tranche to the placing tranche where there is insufficient demand in
the subscription tranche to take up the initial allocation.

As regards free or public float, the applicant must ensure that listed
shares with a market capitalisation of at least HK$400 million are
not subject to any disposal restrictions (whether under contract,
the Listing Rules, applicable laws or otherwise) at the time of listing
under LR 18C.10.

As regards offer size, HKEX expects the IPO offer to be of a
meaningful size and reserves the right not to approve the listing if the
offer size is not sufficient enough to facilitate price discovery or may
otherwise give rise to orderly market concerns (under LR 18C.11).

As regards the contents of the listing document (prospectus),
additional disclosure is required by HKEX from time to time under LR
18C.12, all of which are now set out in paragraph nos. 65-70 of the
Guidance Letter. Paragraph 70 sets out the key areas for additional
disclosure including (a) information on pre-IPO investment; (b) burn
rate; (c) cash operating cost; (d) Specialist Technology Products; (e)
disclosure on commercialisation status and prospects; (f) addressable
market, market share and industry overview; (g) business model
based disclosures; (h) R&D expenditure and experience and specific
risks; (i) industry standards/competent authority requirements;
(j) intellectual property; (k) risks; (I) warning statement; and (m)
additional disclosures for Pre-Commercial Companies.

Restrictions on Disposal (Lock Up Periods)
Under LR 10.07 as modified by LR 18C.13, controlling shareholders

of a Specialist Technology Company must not dispose of any shares
for a period of (a) 12 months (for Commercial Company) and (b) 24
months (for Pre-Commercial Company).
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Under LR 18C.14, (a) key persons are required to lock up for (i)
12 months (for Commercial Company) and (i) 24 months (for Pre-
Commercial Company) and (b) existing investors are required to lock
up for (i) 6 months (for Commercial Company) and (ii) 12 months
(for Pre-Commercial Company). Key persons comprise (a) founders;
(b) beneficiaries of weighted voting rights (if any); (c) executive
directors and senior management; and (d) key personnel responsible
for technical operations and/or R&D of its Specialist Technology
Products. Existing Investors are set out in paragraph nos. 80 and 81
of the Guidance Letter and include the sophisticated independent
investors under paragraph 37 thereof.

Amendments to Listing Rules and the Guidance Letter
The amendments to the Listing Rules with mark-ups and changes

to those as set out in the Consultation Paper are contained in
Appendix IV of the Consultation Conclusions and are also issued
by HKEX as Update No. 140 dated March 2023. Guidance Letter
for Specialist Technology Companies is contained in Appendix V
of the Consultation Conclusions and is issued by HKEX as HKEX-
GL115-23 in March 2023. The amendments to the Listing Rules and
the Guidance Letter are effective as from 31 March 2023.

Vincent P C Kwan
Solicitor/Certified Public Accountant (Fellow) (Non-Practising)
Member (Formerly Chairman), FRA Committee
The Chamber of Hong Kong Listed Companies
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CHKLC Director Training Series 2023 [Webinar]

CHKLC EE15F/IFRIERY 2023 [#R LHEIE]

20/04/2023 Session 1: Hong Kong Tax & PRC Tax
Speakers: Ms Agnes Cheung, Director & Head of Tax, BDO; and Ms Shirley Yu, Senior
Manager of Tax, BDO

Bit— : ERRBHPERE
BE UERRESFENBRBRE RELTL  RUGRERBIRFSRICE Mgt

25/05/2023 Session 2: Cybersecurity and Data Protection Update
Speaker: Mr Pokit Lok, Principal of Risk Advisory, BDO
Bin_ : BT EREERESEH
EE  UERRARZHRBEE BMEtE

15/06,/2023 Session 3: SFC and HKEX’s Regulatory Oversight, Enforcement Actions and
Director’s Liabilities
Speaker: Mr Sherman Yan, Managing Partner, Head of Litigation & Dispute
Resolution, ONC Lawyers
Bi=: BEENEBRAEELE  ETHRESHIE
EE  NUOREMNSFEESRA - SFRRAFESRIFIEE HIOSEEED

25/05,/2023
CHKLC Members Breakfast
Meeting with SFC

At this breakfast meeting with Mr
Michael Duignan, Executive Director
and Mr Roger Cheng, Senior Director,
Corporate Finance Division of SFC,
Chamber members had the opportunity
to get an update on key work initiatives
of the Division and to exchange views on
a wide range of issues, including Climate-
related disclosures, SFC's regulatory and
enforcement, and communication with the
market. We are thankful for the candid
sharing of Mr Duignan and Mr Cheng.

CHKLICEHEEEMEEEEREE
IFEEE—EHSINE REEERIEE
BEXRUENHITIESHSFNERMENSHR
MBS REFEAN TR WH—F
JmBERARR  BREREMERMIKE 25
EMEBEEHEYZE - BMENEES - BEF
EREHMUEEESEERBFIRARR -
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06/06/2023

Meeting with Financial Services Development
Council

Our Chamber was invited to meet with the Financial Services
Development Council (FSDC) including Chairman Mr Laurence
Li Lu-jen, Under Secretary for Financial Services and the
Treasury Mr Joseph Chan, and members of its Policy Research
Committee. During the meeting, Chamber Chairperson
Catherine Leung and attending General Committee members
shared views on how to boost the liquidity of our stock market
and recommended a dedicated Middle East strategy to attract
their capital. Our views were met with agreement by FSDC.

HERiRSSEEEE

IEEESESURREEE  LRNEEIRTERC  VESHEREBRABRRSR  URHBRMARHEHE - TR LEE
ERRETALRNEBESNEMNTAURSERTNAETEER - TRBEENHEEPINRRRIEURS ENES -
HENSRBARUBRIRTEE -

19/06/2023

Putting “Stakeholders”
First: Proposing a

New ESG Model

Based on Responsible
Management Concepts
[Hybrid]

Speakers: Prof Simon
S M Ho, President, The
Hang Seng University
of Hong Kong; and Dr
Anthony Tyen, Director, PRO’8 Consultants Limited

BE  SREEXRERE [OIEXXZEUE : K Dr Anthony Tyen, Director, PRO’8 Consultants Limited

20/06/2023
Briefing Session on HKEX Consultation Paper on Enhancement of Climate Disclosure Under Its ESG
Framework [Webinar]

Speakers: Roy Fan, Head of Sustainability, Climate Change & ESG Services; Charlene Kwong, Senior Manager
of Sustainability & ESG Services; and Connie Chan, Assistant Manager of Sustainability & ESG Services,
SWCS Corporate Services Group (Hong Kong) Limited

21,/06/2023
(B2 ETBRIfEIL ESG 1E238 THIRIRERIKEZHY) MRPE (&8 LhATEEhENRNMEESER)
(E@5E) [HELhsT=]

BE : DEEXRZER (F#8) BREAT

HHHERE - RIEMCRESGIREEE SEHILY | THERERESGRESHEE BShyt  RIUSERER
ESG IRFBENIEIEIE MERTt
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23/06/2023

Dialogue Between the Board and Company Secretaries/Governance Professionals Jointly Organised by
The Hong Kong Chartered Governance Institute and the Chamber of Hong Kong Listed Companies
Moderator: Mr Kenny Luo, Board Secretary & Company Secretary, General Manager of Board Secretariat,
Bank of China (Hong Kong) Limited

Speakers: Mrs Bernadette Mak Lomas, Group General Counsel, Swire Pacific Group; Ms Eirene Yeung,
Executive Committee Member and Company Secretary, CK Asset Holdings Limited; Mr John Ho, Executive
Director, Chief Financial Officer and Company Secretary, The Hong Kong and China Gas Company Limited;
and Mr Mike Wong, Chief Executive Officer, The Chamber of Hong Kong Listed Companies

In this joint-function, representatives of the two organisations shared views on the role of company secretaries in helping
the Board manage the stringent regulatory requirements as well as the challenges facing them. Company secretaries
were advised to be proactive with compliance matters and take a strategic approach in advising the Board on company
development matters.

LR SRS - EOMBRIR
HATWEBNTEGHRNEFE
FELEREMVER B 0K - Wi R IEA ]
EUEHREATER - €75
PEBEAIWEF/ETMREES
MIME LTEMADRESEOE
SERARRBINER -

27,/06/2023

“Hong Kong Corporate Governance and
ESG Excellence Awards 2023” - Awards
Information Session

For Further Information

Please wish
ar contact

The 2023 Hong Kong Corporate Governance and
ESG Excellence Awards accepts nominations till 31
August. All companies listed on the Stock Exchange of {852 3411 5728 v 3418 3048 | cpip@hkbusdu bk
Hong Kong are eligible to be nominated. Don’t miss this
chance to showcase your success and achievements in
pursuing excellent corporate governance and ESG.

(2023 FERANTESRIRIE A EREGFMIR] SERAT
2023 FEBATEHEESC SHBEZHILAHR S H31 B BUIATEREZA LHNEEERHS - LLORTEEBREEA
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30,/06/2023
CHKLC Annual General Meeting

The 2023 Annual General Meeting of the
Chamber was successfully held on 30 June
2023 during which election to fill the vacancies
on our General Committee was also conducted.

The following persons were successfully elected
or re-elected to the General Committee:

Ms Jodo Chan Shuk Fong
Ms Suzanne Cheng Wai Sin
Mr Kingston Chu Chun Ho
Mr Lester Lam Hau Yin

Mr Kenneth Lam Kin Hing
Mr Andy Li Wai Kwan

Mr Richard Pu

Ms Phoebe Yuen Qi Ying
Mr Zhao Guodong

* & o o

*

*

* & o

At the subsequent General Committee meeting
held, election to vacant official positions was
held. The results were as follows:

+ Ms Catherine Leung Kar Cheung was re-
elected as Chairperson for a second term of
two years

* Mr Kenneth Lam Kin Hing was re-elected as
Vice-Chairperson for a second term of two
years

¢ Mr Samuel Tsang Chiu Mo was re-elected
as Treasurer for a term of one year

07,/07/2023

.
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CHKLC Members Breakfast Meeting with HKEX

We are grateful to HKEX for hosting this breakfast meeting for Chamber members. HKEX Executive Director and CEO
Nicholas Aguzin and Head of Listing Katherine Ng briefed Chamber members on upcoming work focus of the Exchange,
such as improving IPO efficiency via FINI, the launch of HKD-BMB dual-counter, the new technology listing regime, GEM

Board review
as well as
efforts to boost
market liquidity,
followed by
discussions
with attending
members
surrounding
those matters.
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14/07 /2023

Responded to the Exchange’s Consultation Paper on Enhancement of R

Climate Disclosure Under Its ESG Framework

In our response to this consultation, we raised that the implementation table for the O e Emvironmentalssoeatand 1

Governance Framework

proposals was too rushed whereas a gradual approach should be taken such that not
all new requirements were to be mandatory at once but some, e.g. Scope 3 emissions
disclosure, could be “comply-or-explain”. A summary of our submission can be read in
the “Talking Point” column of this issue of Momentum.

FABERZ AT A BB LIRIR - 1 EREGIER THIRIRERIKEZEX
Hi=32OlfE
TEBRIABELOE - BHBRERRRNETREREBRAR  LEBEXETH

i > NERHTENEKREZEREHENR - FINGEENEE - MEFR “NETERE" - I
PIREHARRIUNRAHZ (L) WERES -

18/07/2023

B EFFEh R IFTRE

Chamber Chairperson Catherine Leung and CEO Mike Wong paid a visit to the Liaison Office of the Central People’s
Government in the HKSAR and were met by Director-General of Department of Economic Affairs Mr Xu Wei Gang. Both sides
had a meaningful discussion on several key market development issues, such as the importance for the HKSAR Government
to have a dedicated strategy to attract capital from the Middle East, the need of Government support to local strategic
industries by targeted investments, and Hong Kong's role to support the further development of the mainland’s carbon
trading market.

FEHEEIRARENRESEREFIPRARNNHEERAGCTHERBENAE  BCENHRFENEHE - ESMHERESE
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IR Z TR FE— D R RS
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Upcoming Events RIREE

14/09/2023

04/10/2023

12/10/2023

09/11/2023

CHKLC Director Training Series 2023 (Session 4) - Governance and
Oversight Over Digital Transformation in Modern Business Operations
[Webinar]

Speakers: Mr Pokit Lok, Principal of Risk Advisory, BDO; and Mr Andrew Yung,
Senior Manager of Digital Transformation Services, BDO

CHKLC EE15HIR1ERY 2023 (Exl) — RAEXREEFHHELNENEE
[#8 Ry E]
BEERRARSERBEE BtE: RUERSREFBERBSRICE S\EH%LE

“ESG and Green Finance
Opportunities Forum

2023”

Keynote Speaker: The
Honourable Chan Mo-po, Paul,
GBM, GBS, MH, JP, Financial
Secretary of the Government
of the Hong Kong Special
Administrative Region

(2023FERIE (IERERA
Bl ERIE]
FEEE  FEBFTHRENN
HEER BREREE  KEH
B> GBS MH»JP

CHKLC Director Training Series 2023 (Session 5) - New Requirements of
ISSB Standards and Reporting Trend Update [Webinar]

Speaker: Mr Ricky Cheng, Director & Head of Risk Advisory, BDO

CHKLC EEIEHIFRIERY! 2023 (Bxh) — BT FFEsEENIES SR ER
ERFERSEBAERN [ L E]

HEUIERRESRARZHRFRE BETE

CHKLC Director Training Series 2023 (Session 6) - Annual Regulatory
Update 2023 [Webinar]
Speaker: Mr Daniel Wan, Partner, Head of Capital Market, Grandall Zimmem Law Firm

CHKLC EEIE5/IFRER S 2023 (87T77) — 2023 LEEHFRHFEESIHE [EL
EgE]
wE BIGEE (BE) SBaA - HBEFTHISHETE REIREET

Please watch out for further information on the above events from the Chamber. For enquiry, please contact the
Chamber’s Secretariat (Tel: (852) 2970 0886-7 / Ema||: info@chklc.org).

B DR EFIE -
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Hong Kong-themed, sustainable lifestyle products.
BATE RREEGCE®

DESIGN

UNIQUE, SUSTAINABLE CORPORATE GIFTS!

LIZ FRY CORPORATE
DESIGN CLIENT
ARTWORK CUSTOMISATION

MULTIPLE DESIGNS
TO CHOOSE FROM

CUSTOMISE TO
MATCH YOUR
BRANDING - BY
COLOUR OR LOGO!

Customisation & design support available.
Low MOQ - multiple product options.
Get in touch;

info@lizfrydesign.com
+852 5480 9915




FUTURE FOCUSED

Gulfstream’

A GENERAL DYNAMICS COMIPANY

On the ground and in the air, Gulfstream is innovating for a more

sustainable future in flight. Join us for the journey.





