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LEGISLATIVE COUNCIL PANEL ON FINANCIAL AFFAIRS 

MEETING: 6 MARCH 2006 

NEW STRUCTURE FOR LISTING DECISION-MAKING 

Purpose 

This paper provides a briefing on the status of policy development relating to a new 
structure for listing decision-making and the related amendments to the Main Board and 
GEM Listing Rules (together, the Rules) including in relation to term limits of Listing 
Committee1 members.  

New structure for listing decision-making 

In February 2005 Hong Kong Exchanges and Clearing Limited (HKEx) published a 
consultation paper on a new structure for listing decision-making (the Consultation 
Paper). A copy of the Consultation Paper is attached as Appendix 1. 

The Consultation Paper sought public comment about proposals aimed at putting in place 
a clearer and more efficient administrative framework for The Stock Exchange of Hong 
Kong Limited (the Exchange) to decide listing matters whilst preserving the checks and 
balances necessary to minimise and manage regulatory risk. 

HKEx received 18 submissions in response to the Consultation Paper including seven 
submissions from industry groups. The responses are published on the HKEx website.  

HKEx has considered all of the responses, many of which were supportive of some or all 
of the consultation proposals. However, in considering the results of the consultation and 
the way forward, the Listing Committee were mindful of a number of current 
uncertainties that may impact on the operations of the Listing Committee and the 
decisions the Exchange is required to make. Specifically, uncertainties relating to the 
continuing consideration regarding which of the obligations in the Rules should be given 
statutory backing, the manner of such statutory backing and the likely implementation 
timetable, as well as a continuing judicial review concerning the procedures of the Listing 
(Disciplinary) Committee.  

In relation to the judicial review we note that in May 2005, after the close of the 
consultation, the Court of Appeal issued its judgment in the New World Development 
Company Limited and others (New World) judicial review appeal case. The Court 
allowed the appeal and quashed the direction of the Chairman of the Listing (Disciplinary) 
Committee in the New World disciplinary proceedings that legal advisers not be 
permitted to address the Listing (Disciplinary) Committee. The Exchange has been 
granted leave to appeal to the Court of Final Appeal. The hearing is set down for 21 and 

                                                 
1  Throughout this paper references to the Listing Committee include, as appropriate, the Listing Committee – 

for the Main Board – and the GEM Listing Committee. The Listing Committee and the GEM Listing 
Committee have effectively operated as an integrated unit since 2003. 
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22 March 2006. The decision of the Court of Final Appeal may have an impact on the 
future model of hearings and procedures to be adopted by the Exchange. 

As a consequence of the uncertainties, in October 2005, the Listing Committee resolved 
to address the proposals set out in the Consultation Paper in two phases.  

First phase 

The first phase, which have been announced and will become effective in May 2006 (see 
below regarding implementation), involves a number of limited Rule amendments aimed 
at addressing the most significant concerns raised by respondents to the Consultation 
Paper, namely the size and composition of the Listing Committee.  

Most notably the Rules have been amended to: 

1. expand the Listing Committee to 28 members or such greater number of members 
as the Exchange Board may from time to time agree (increased from the current 
membership of 25 for the Listing Committee and 21 for the GEM Listing 
Committee). 

Providing for a membership of at least 28 will balance, on the one hand, 
comments made by respondents to the Consultation Paper that more than 28 
members are required in order for the decision-maker to be sufficiently 
representative and the need to provide for the Listing Committee to comprise an 
appropriate mix of market representatives, with, on the other hand, the practical 
difficulties of identifying more than 28 suitably qualified members willing to 
serve and make a substantial time commitment in their role. 

Providing for at least 28 members will afford flexibility to have more members 
from time to time; 

2. change the composition of the Listing Committee to include at least eight investor 
representatives, the HKEx Chief Executive and, otherwise, a suitable balance of 
representatives of listed issuers and market practitioners including lawyers, 
accountants, corporate finance advisers and Exchange Participants or officers of 
Exchange Participants. (That is, should the Exchange Board decide to expand the 
membership of the Listing Committee to more than 28 members, the additional 
members would be in the investor category e.g. if the membership is increased to 
30 members, there would be ten investor representatives.) 

This change is intended to address concerns about the extent of investor 
representation on the Listing Committee whilst providing maximum flexibility for 
the Listing Nominating Committee (LNC), which nominates the persons eligible 
for appointment and re-appointment as Listing Committee members, and the 
Exchange Board, which appoints Listing Committee members; 

3. extend the maximum term for Listing Committee members to six years (as further 
described below); and 
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4. change the composition of the LNC. Before the Rule amendments the LNC was 
comprised the Chief Executive of the Exchange and two members of the HKEx 
Board as well as the Chairman and two Executive Directors of the Securities and 
Futures Commission (SFC). The effect of the Rule amendment is to change the 
HKEx representatives to three non-executive members of the HKEx Board. This 
change is intended to make the LNC even more independent and reduce the 
influence of the Exchange Executive on the nomination process. 

Current arrangements for the term of Committee members 

The current Rules (Main Board Rule 2A.25 and GEM Rule 3.26, copies of which are 
attached at Appendix 2) provide that members of the Listing Committee may only remain 
in office for a maximum of three consecutive years or, for a person who serves as 
chairman or deputy chairman of the Committee, four years (the Current Term). A 
member who has served the maximum term is not eligible for re-appointment for two 
years after vacating office, subject to LNC discretion for exceptional circumstances. 

New Rules for the term of Committee members 

The amended Main Board Rules will provide as follows (with an equivalent amendment 
to the GEM Rules): 

“Members of the Listing Committee may only remain in office for a maximum of six 
consecutive years in addition to any period of appointment pursuant to rule 2A.24 for the 
purpose of filling a casual vacancy. A member who has served for the maximum period 
permitted by this rule may be eligible for re-appointment after the lapse of two years 
from the date on which he last vacates office. Notwithstanding the foregoing, in 
exceptional circumstances, the Listing Nominating Committee shall have the discretion to 
nominate a person for reappointment at any time before the lapse of two years from the 
date such person vacates office and the Board shall have the power to appoint such 
person.” 
That is, the Current Term will be extended to six years for all Committee members but 
the current LNC discretion will be retained.   

As under the current Rules, under the new Rules, all Committee members will vacate 
office annually and there will be no minimum term. It follows that providing for a 
maximum term of six years does not mean that all members will be appointed for six 
years. Rather, it gives the LNC flexibility to manage the Listing Committee composition 
from year to year.  

Implementation timetable 

The first phase Rule amendments have received all of the necessary regulatory approvals 
and were announced to the public on 3 February 2006. The amendments will become 
effective in two tranches.  

The Rule amendment described at paragraph 4 above dealing with the composition of the 
LNC became effective on the date it was announced by press release, 3 February 2006. A 
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copy of the press release is attached as Appendix 3.2 The balance of the first phase Rule 
amendments will become effective on a date to be announced but which will be in May 
2006. (The exact commencement date will coincide with Listing Committee members’ 
next annual reappointment.) 

The delay in commencement of the second tranche of first phase Rule amendments will 
ensure there is time for the selection and appointment of new Listing Committee 
members including investor representatives before the Rule amendments become 
effective. 

Second phase 

The second phase of consideration of the consultation proposals will be commenced once 
the relevant judicial review is resolved and further progress is made in deciding which of 
the Rules will be given statutory backing. At that time the Listing Committee plans to 
revisit the remaining proposals set out in the Consultation Paper and determine which 
continue to be appropriate.  

 

 

Hong Kong Exchanges and Clearing Limited 
22 February 2006 

                                                 
2  Pursuant to the Rule amendment, at its Board meeting on 15 February 2006, the HKEx Board appointed 

current non-executive director, David Webb, to replace current Chief Executive of the Exchange, Patrick 
Conroy. The other HKEx representatives on the LNC continue to be HKEx Chairman, Charles Lee, and non-
executive director, John Strickland. 
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