C D DORSEY"

David Richardson
Partner

(852) 2105-0234
Email

Eden McMahon
Associate

(852) 2105-0220
Email

Matthew Smith
Associate

(612) 492-6154
Email

[

3
-

URSEY & W

1ITNEY LLF

USasa CaMAaDs ELURORE ASIA-PACIFIC

April 18, 2011

Rule Changes in Works to Ease Secondary Listings in Hong
Kong

The Securities and Futures Commission (“SFC”) and The Stock Exchange of Hong
Kong Limited (“HKEx") are seeking rule changes in the hope to continue to attract
more international firms to apply for secondary listings on the HKEx. While other
efforts have been made in recent years to reduce uncertainty in the secondary listing
process, additional changes to improve the framework would be a welcome step and
further open Hong Kong’s listing regime.

Secondary listed issuers are issuers that are primarily listed on another stock
exchange. The majority of their equity securities are not usually traded on the HKEXx.
Secondary listings on the HKEx can be granted to overseas issuers (excluding issuers
from Greater China), provided such issuers have sufficient connections with a foreign
market. In determining sufficient connection to a foreign market the HKEx and the
SFC will consider several favtors to determine the issuer’s "centre of gravity,"
including:

++ place of incorporation;

++ number of Hong Kong shareholders;

++ extent of equity securities trading on the HKEX;

++ head office location and place of central management;

++ location of business and assets with reference to its corporate and tax
registration; and

++ protection available to Hong Kong investors under any foreign laws or

regulations.

This sufficient connection test is intended to prevent Hong Kong and PRC
incorporated issuers from circumventing the Listing Rules by taking up a foreign
shell. Hong Kong, PRC and overseas issuers without such sufficient connection must
apply for primary listing on the HKEX. Primary listed issuers need to fully comply
with the Listing Rules, unless specifically waived. Secondary listed issuers typically
receive more Listing Rule waivers because waivers are granted with an eye toward
balancing expectations of HKEXx investors against the burden on secondary issuers
having two or more sets of rules governing the trading of their securities.

Investing in secondary listed issuers involves risks different from that of a Hong
Kong issuer. Acknowledging this, the HKEx and the SFC regularly state their
intention to manage such risk in a manner to continue attracting new international
listings while ensuring sufficient investors are protected. The existing framework to
achieve this balance requires secondary issuers to demonstrate they are subject to
standards of shareholder protection at least equivalent to those under Hong Kong
law. Whether secondary issuers pass this equivalent test is determined on a case-by-



case basis.

Julia Leung Fung-yee, undersecretary for financial services and the treasury, stated
last week at a media briefing that the SFC “would like to see more international firms
seek secondary listings in Hong Kong. The SFC and the stock exchange will work on
rule changes to reduce the procedures needed when applying for a secondary listing
in the city.”

Leung noted that any changes to the requirements will not undermine the current
shareholder protections, adding, “[s]ince the companies which would apply for a
secondary listing in Hong Kong would already have a primary listing in other
markets, it follows they would already have fulfilled those markets’ listing
requirements. This means we could waive some application requirements or
procedures to make it quicker and easier for them to apply for a secondary listing in
Hong Kong.”

Dorsey & Whitney advised Sino Gold Mining Limited (“Sino Gold”) and SouthGobi
Energy Resources Ltd (“SouthGobi”) in their secondary listings on the HKEX.

Sino Gold listed in March 2007 and was the:

*

++ first resource company ever to be listed under Chapter 18 of the Listing Rules;

+

i first Australian company recognised by the HKEx as being an acceptable
jurisdiction under Chapter 19 of the Listing Rules;

first Australian company to be secondarily listed on the HKEx; and

third company to be secondarily listed on the HKEX.

+
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+
++

SouthGobi listed in February 2010 and was:

++ one of the few subsequent resource companies to list under Chapter 18 of the
Listing Rules;

++ the first Canadian mining company to list on the HKEX;

++ the fourth company to be secondarily listed on the HKEXx;

++ the first offering on the HKEx to be conducted concurrently with a Canadian
offering.

Please contact David Richardson for more information regarding secondary listing of
overseas companies in Hong Kong and related potential rule changes.
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