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Appendix |
Bemard Chan
A% "David M Wuebh"
Wit & "Romny K W Tong” *Bemund Chan”
PECHIRE 200SEESPNATE P 0246
Rk Repeved cxtension of torm limils op Listing Commiliee

Dear Bernard and Ronny,

I am copying the following to you as Chairman and Deputy Chairman of the Financial Services
Panel, Lhis is an [ssue the Panel should be concerned about.

Regards

David

David M Webb
E-maii:

Tel;

Skype callto:
http://

From: David M Webb

Sent: Saturday, May 14, 2005 14:36

To: Charles Yeh Kwong Lee Andrew L T Sheng Peter Au-
Yang John Strickdand

Cc: Paul M Y Chow

Subject: Repeated extension of term limits on Listing Committee

Importance: High

Dear Members of the Listing Nominating Committee,

In Nov-99, the SEHK amended the Listing Rules of the main board ta allow members of the
Listing Committee whose 3 year term limit would soon be reached to continue serving during
the pending formation of HKEx, which took effect on 6-Mar-00. The intent was, I believe, to
allow for implementation of the structure proposed by Government in Jul-99, which included
internalising listing approvals and first-instance disciplinary matters, and having an

external Listing Matters Committee for listing appeals, and a User Appeal Committee for
disciplinary appeals. The Listing Committees, as we then knew them, would cease to exist,
hence there was no point In making new, short-dated appointments.

The principle of the term limit in Listing Rule 2A.25 is that members should not become
entrenched [n the Committee, and should therefore step down after 3 years (or 4 years if they
are serving as Chairman or Daputy Chairman when their normal 3-year limit is reached). There
is then a 2-year "cooling off" period before they are eligible for re-appointment, to ensure that
the committee has a continual rotation of fresh minds. It is also a safeguard against influence-
peddling and corruption. I suspect the term limit was first introduced after Ronald Lj went to jail
for receiving advantages as Chairman of the Listing Committee, but I don't have the exact
history on it.

The intent of the rule change to permit term-extension was surely to allow a year's grace for
the HKEx merger and implementation of the proposed structure (which included abolition of the
LCs}, not several years,

2005751171
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Nathing happened on that restructuring, and on 3-May-01, all the existing members of the main
board LC apart from Betty Ho were reappointed, and Fong Hup was added to fill the vacancy,
By this stage, several members had aiready been in office well beyond the term limits.

On 7-May-02; the Rule was further amended to afiow the LNC to make re-appointments before
expiry of the 2-year cooling-off perlod, including immediate reappointments which amount to
term extensions, "in exceptional circurnstances”, The reason given was "pending the
implementation of the recently announced proposed structures concerning listing matters” .
which had been announced the previous day. The proposed structure largely followed the 1999
proposals, on which no progress had been made for 3 years.

On 24-Jul-02, Fred Ma, newly-appolinted as SFST, announced that the proposed structure was
wrong, and HKEx announced revised proposals to retain and merge the Listing Committees.
This was followed the next day by the Penny Stocks proposals, which led to the PIPSI report,
then the Expert Group Report, then the PERL report on the regulatory structure.

On 16-May-03, there was an overhaul of the LCs, indicating that circumstances were no longer
regarded as "exceptional”. Many whose limit had expired retired, while there were a number of
new appointments (16, I believe). Even so, several members of the LC had thelr term limils
walved, being Moses Cheng and V-Nee Yeh (who had then served over 6 years), Peter Wong
and Anthony Lo (over 4 years) and Angelina Lee (over 3 years). No Justification was publicly
stated for this.

On 30-Apr:04, gll the members except one who did not seek reappointment were reappointed.

On 12-May-05 (last Friday), the terms of the 5 overstayed members, including the new
Chalrman were again extended. In addition, Carlson Tong, the new Deputy Chalrman, has
already served 4 years, and Henry Cheong has served 3 years. So there are 7 over-stayers on
the committee, or a quarter of the membership. We now have a situation in which 2 members,
including the Chairman, have served nearly 9 years. Next year they will quaify for a goid watch,
if I understand the HKEx long-service policy correctly. This really makes a mockery of the 3-
year term lmit.

On the GEM Listing Committee, there are 4 over-stayers, being Allan Lam, Peter Wong and
Angelina Lee (each having served almost 6 years) and Henry Cheong (3 years)

I am well aware that the structure of the committees is again under review, but it has been
under review for 6 years, and in the meantime we have a market to protect and regulate. The
circumstances might have been regarded as "exceptional” in 1999, but "exceptions” by
definition cannot happen afl the time, and the continual review of the structure now makes the
circumstances unexceptional. Besides, there is no longer a proposed abolition of the committees
which would make new appointrments necessarily short-dated. In short, I see nho justification for
Friday's extension of term limits,

The repeated extensions of members' terms from 2000 enwards has in essence eliminated the
term limits.

Please do not renew the membership of anyone whose term-limit has expired when the new
structure is implemented, and If that is not done by May next year, then please do not further
extend the terms.

Regards

David

David M Webb
E-mall:
Tel;

21545711
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