
Introduction
The company secretary could be involved in taking a 

company public as part of the professional team and/ 

or as corporate service provider. Further, there could 

be investments and/or operations of an existing listed 

company which themselves then become listed. It is 

therefore important for the company secretary to have an 

overall grasp of the initial public offering (IPO) processes. 

This will more effectively assist the company secretary to 

discharge their duty as trusted adviser to the chairman 

and/or board of directors, and allow the company secretary 

to be in a better position as influencer, including for good 

governance. Accordingly, this guidance note seeks to set 

out basic requirements and the points that the company 

secretary needs to know and pay attention to.

Reasons for and benefits of an IPO
While Hong Kong Exchanges and Clearing Limited (HKEX) 

provides certain more generic reasons, there are more 

valid reasons in practice:

Modernisation of traditional or family business
An IPO enables a company to raise capital in order to 

implement ideas generated by the younger generations of a 

family business. The implementation of these ideas enables 

the company to grasp opportunities and expand into 

different markets, thus generating additional equity on top 

of its traditional business, and also to diversify its practice 

and image.

Wealth succession planning
By conducting an IPO, founding members and/or 

shareholders of the company can take better advantage 

of wealth succession planning opportunities. During 

the reorganisation process, shareholders can set up 

discretionary trusts to hold shares of the company, which 

is a very useful way of maintaining one’s wealth to pass 

on to the next generation.

Access to capital for expansion and to fund growth
Listing of shares on HKEX enables the company to attract 

capital to fund both organic growth (modernisation and 

upgrade of production facilities, and implementation of 

capital-intensive projects) and acquisitive expansion. An 

IPO is one of the most realistic and convenient ways to 

secure the continuing growth of the business if retained 

earnings and debt funding are insufficient. It gives the 

company access to a pool of capital and boosts the 

investment credibility of the business.

Maximising the market capitalisation of the company
An IPO enables the owners of a company to increase the 

wealth of the company without the need to divide the 

authority of the company, as in the case of a partnership. 

The valuation of a listed company is generally higher 

than that of a privately owned company as a result of 

the readily available company information (that is, the 

prospectus, interim reports, annual reports, etc) for the 

public to ascertain its value.
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Enhancement of the company’s public profile, status and 
image
Listing on HKEX enables the company to receive wide and 

favourable media coverage, thus increasing the company’s 

visibility and recognition of its products and services. As a 

listed company, the company’s activities and operations are 

periodically reflected in reports prepared by professional 

financial analysts. These publications can support share 

liquidity and also contribute to the expansion of the 

company’s business contacts. As a listed company, the 

company’s image can improve tremendously in the area of 

branding, which also brings a higher level of confidence to 

its shareholders.

Improvement in debt finance terms
Banks feel more confident about extending loans to listed 

companies, often in larger amounts, under smaller collateral, 

for longer maturities and with lower interest rates. Even 

the largest and most prestigious banking institutions are 

keen to work with listing companies, whose transparency 

and corporate governance serve as additional factors of 

confidence for banks and other suppliers of credit.

Growth strategy: facilitates mergers and acquisitions
Compared to a private company, it is much easier for a 

listed company to carry out mergers and acquisitions. The 

processes are comparatively simple, as valuations are largely 

market driven, based on the stock price, the company’s 

assets, and so on.

Confidence and assurances for working parties
Due to the information publicly available as a result of the 

disclosure requirements of a listed company, its potential 

working parties – such as customers, suppliers, financiers 

and advisers – can feel more confident about the listed 

company’s financial state and organisational capabilities, 

compared to those of a non-transparent private business. 

Potential working parties can take additional comfort 

from the fact that the listed company has gone through 

rigorous legal, financial and corporate due diligence – all 

of which are required for a successful completion of an 

IPO. Confidence among potential working parties is a sound 

foundation for stable and predictable business relations 

with the listed company; its listing status allows the latter 

to obtain additional leverage in negotiating better terms for 

doing business.

Enhanced loyalty of staff and other core personnel
The listed company’s share price can facilitate development 

of employee motivation schemes based on partial 

remuneration of staff in the form of participation in the 

equity capital (for example, employee share options). 

Employee share options can encourage staff and core 

members to be more efficient in their work in order to 

support the company’s growth and profitable development, 

which in turn increases the operational and financial 

efficiency of the company, as well as its market value.

Superior efficiency of the business
The company has to go through a comprehensive and 

intricate due diligence exercise during the IPO process, 

which in turn improves the company’s internal control. 

Normally, such extensive internal efforts result in 

significant improvements to the communication system, 

management and controls; they also help eliminate any 

previously hidden shortcomings in the internal functioning 

of the business.

The IPO process 
The IPO process is a complex one as set out in the flowchart

on next page.

Main Board and GEM
The Main Board is the ‘premier’ board of the Hong Kong 

stock market and has higher financial requirements. There 

are exemptions for certain types of companies to be 

admitted to the Main Board:

• mineral companies

• infrastructure project companies

• biotech companies

• companies with weighted voting rights (WVR)

These exemptions enjoy certain relaxations and waivers 

from the general rules applicable to Main Board listing 

applicants and hence they are subject to some more 

onerous requirements. Their features will be further 

explained below.

GEM is the mid-market board for established companies.

Financial requirements for Main Board and GEM 
The general financial requirements for IPO applicants 

are set out in the graphics below. Note that the market 

capitalisation at the time of listing is determined by 

multiplying the number of issued shares by the expected 

issue price:

• Main Board – at least HK$500 million of market 

capitalisation at the time of listing, and

• GEM – at least HK$150 million of market capitalisation 

at the time of listing.
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Flowchart of IPO process and vetting procedures - From 1 October 2014 (inclusive) onwards
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Detailed vetting

First reply from the sponsor

Hearing

Listing

Submission of team structure chart to SFC within 2 weeks after listing

Post-hearing information pack (‘PHIP’)
(Mandatory requirement) (see Appendices I, II and V to GL57-13)

HKEX and/or SFC provide first round of comments

HKEX and/or SFC provide second round of comments

Second reply from the sponsor

‘Accept’ or
‘Return’
assessment

Not reviewed

Review
request

Accept

Review
request

Return decision overturned

Within 10 business days

Within 10 business days
Major issues have been 
satisfactorily addressed 
or certain issues are still 
outstanding but will not 
affect HKEX recommendation

Return decision overturned

Listing 
committee 
endorses 
the return 
decision

Preparation
1. Terms of engagement of sponsor shall comply with para 17.11(b) of Code of Conduct and MB Rule 3A.05 
2. Terms of engagement of experts/working parties shall comply with MB Rule 3A.05(4)
3. Sponsor to submit its engagement letter to HKEX as notification of its appointment and A1 shall not be submitted less than 2 

months from appointment

HKEX-ESS registration and obtain company case no.
1.  Registration with HKEX-ESS (see www.esubmission.hkex.com.hk)
2.  Obtaining company case no. (see Appendix IV to GL57-13)

Reviewed by 
listing committee
On Thursdays 
and not less than 
3 business days 
from receipt of 
review request. 
If Thursday is a 
holiday, it will 
be held on the 
following Tuesday 
or Thursday

8 weeks
moratorium

Submission of the listing application (A1) Reminder for A1 submission:
1. Disclosure requirements under GL86-16 (a)  (Main) 18 hardcopies/(GEM) 18 hardcopies of 
2. Documents under MB Rule 9.03 and Rule 9.11(1) to (17c)    AP-vetting (double sided)
3. Documents under Attachment I of GL55-13 (b)  2 CD-ROMs containing AP-vetting and all 
4. Documents under HKEX website’s checklists    other A1 documents (text searchable format)
 and forms section  (c)  1 original and 1 copy of all other A1 pack 
5. Application proof – vetting (‘AP-vetting’)    documents (double-sided if possible)
 (English) (see table A of GL56-13) (d)  AP-publication to be uploaded via HKEX-ESS
6. Application proof – publication (‘AP-publication’) 
 (English and Chinese) (see table A of GL56-13 (HKEX will normally check (1) the cheque for listing fee and
 and Appendices I, II and V to GL57-13) (2) draft waiver applications before accepting the submission)

Review 
request shall 
be submitted 
within 5 
business days 
of the return 
decision

Review request 
shall be submitted 
within 5 business 
days of the 
endorsement

Reviewed by 
listing (review) 
committee
On Tuesdays or 
Thursdays and 
not less than 3 
business days 
from receipt of 
review request

Re
tu

rn

Publication 
of AP-
publication on 
HKEX website
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Track record period, ownership and management
continuity for Main Board and GEM
Main Board
Listing applicants for the Main Board are required to have:

• a trading record of at least three financial years

• ownership continuity and control for at least the most 

recent audited financial year, and

• management continuity for at least the three preceding 

financial years

GEM
Listing applicants for GEM are required to have:

• a trading record of at least two financial years

• ownership continuity and control for at least the most 

recent audited financial year, and

• management continuity for at least the two preceding 

financial years.

Ownership continuity and control
Listing applicants for both the Main Board and GEM have 

to maintain ownership continuity and control for at least 

the most recent audited financial year. This means that the 

listing applicant has to demonstrate that, for at least the 

most recent financial year up until the time immediately 

before listing (the ‘Relevant Period’), there has been no 

change to any controlling shareholder(s) or, where there is 

no controlling shareholder, the single largest shareholder, 

identified at the beginning of the most recent financial 

year.

‘Controlling shareholder’ means any person who is, or group 

of persons who are together: 

(1) entitled to exercise or control the exercise of 30% or 

more of the voting power at general meetings, or

(2) in a position to control the composition of a majority of 

the board of directors.

Ownership continuity and control could be satisfied by 

aggregating the shareholding interests and control of a 

group of shareholders, where such shareholders could show 

that they jointly affected their ‘management and control’ as 

a unit.

Management continuity
As set out above, listing applicants must demonstrate that 

there has been no change in the majority of the applicant’s 

board of directors and senior management of its principal 

operating subsidiaries during the three (Main Board) or two 

(GEM) financial year track record periods. HKEX focuses on 

the substance of a listing applicant’s management when 

examining management continuity of a listing applicant. 

In some cases, the management continuity requirement 

could be satisfied where less than a majority of the board 

of directors and senior management, or even just one single 

dominant director, continued to serve throughout the 

trading record period.

Financial requirements – GEM

Must fulfil all the following financial 
criteria:

Profit attributable 
to shareholders

N/A

Market cap At least HK$150 million at the time of listing

Revenue N/A

Cash flow Positive cash flow from operating activities 
of at least HK$30 million in aggregate for 
the two preceding financial years

Financial requirements – Main Board

Must fulfil one of the following three financial 
criteria:

Profit test Market cap/
revenue test

Market cap/
revenue/
cash flow test

Profit 
attributable 
to 
shareholders

Profits of 
HK$50 million 
in the last three 
years (with 
HK$20 million 
in the most 
recent year and 
an aggregate of 
HK$30 million 
in the two 
preceding years)

N/A N/A

Market cap At least 
HK$500 million 
at the time of 
listing

At least HK$4 
billion at the 
time of listing

At least
HK$2 billion 
at the time of 
listing

Revenue N/A At least 
HK$500 million 
for the most 
recent audited 
financial year

At least 
HK$500 million 
for the most 
recent audited 
financial year

Cashflow N/A N/A Positive 
cashflow from 
operating 
activities of at 
least HK$100 
million in 
aggregate 
for the three 
preceding 
financial years
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Exemptions for certain types of companies
HKEX varies the financial requirements, accepts a shorter 

trading record and/or waives or varies the operating history 

and management requirements for the following types of 

companies. If the following special requirements are satisfied, 

these companies could be admitted to the Main Board.

1.     Mineral companies – Rider A

2.     Infrastructure project companies – Rider B

3.     Biotech companies – Rider C

4.     Companies with weighted voting rights (WVR) – Rider D

Types of shareholders
• Any person who holds 5% or more of shares of a listed 

company upon listing will need to disclose his/her interest 

pursuant to Part XV of the Securities and Futures Ordinance.

• Any person who holds 10% or more of shares of a listed 

company upon listing will be regarded as a substantial 

shareholder (and a connected person) of the listed company.

• Any person who holds 30% or more of shares of a listed 

company at the beginning of the most recent financial 

year will be regarded as a controlling shareholder of the 

listed company for the purpose of ownership continuity and 

control.

• Once listed, any person who is (1) entitled to exercise or 

control the exercise of 30% or more of the voting power at 

general meetings of the issuer, or (2) in a position to control 

the composition of a majority of the board of directors of 

the issuer, will be regarded as a controlling shareholder.

Pre-IPO investors
Any person may invest in a business to be listed by acquiring 

new shares or convertible instruments from a listing applicant, 

or acquiring existing shares from an existing shareholder. Such 

investors, normally known as ‘pre-IPO investors’, will often 

make their investments on more favourable terms than IPO 

investors (for example by being given special rights that do not 

extend to other shareholders and/or by investing at a lower 

price than the IPO price).

As the more favourable terms to pre-IPO investors reflect the 

significantly different risks assumed by a pre-IPO investor, 

HKEX has imposed certain rules to the effect that the pre-

IPO investments must be completed 28 clear days before 

submission of the listing application.

Pre-IPO investments are considered completed when the 

funds for the underlying shares are irrevocably settled and 

received by the listing applicant (in the case of an issue of 

new shares by the listing applicant), or existing shareholders 

(in the case of a transfer or sale of existing shares by 

existing shareholders).

Special rights to pre-IPO investors which do not extend to 

other shareholders may exist and be exercised up to listing, 

but are not permitted to survive after listing, to comply 

with the general principle of even treatment of shareholders 

under the listing rules.

Cornerstone investors
There is another type of investor who invests in the listing 

applicant at a much later stage after submission of the 

listing application. In contrast to the pre-IPO investors who 

normally invest at a price below the IPO price, cornerstone 

investors must invest at the IPO price. 

Competing interests
Where a controlling shareholder, substantial shareholder, 

director or any of their respective close associates (as the 

case may be depending on whether it is Main Board or 

GEM) has interest in a business which competes or is likely 

to compete, either directly or indirectly, with the listing 

applicant’s business, full disclosure shall be made in the 

prospectus. The competing interest is normally regarded by 

HKEX as a disclosure issue. However, in extreme cases, where 

in the view of HKEX there are inadequate arrangements to 

manage conflicts of interest and delineation of businesses 

between the listing applicant and other businesses under 

common control, HKEX may reject the listing application for 

suitability for listing.

Undue reliance
Reliance on controlling shareholders
The prospectus must disclose details of how the listing 

applicant is capable of carrying on its business independently 

of the controlling shareholder (including any close associate 

thereof) after listing. When considering independence 

issues, HKEX will generally require the company to take into 

account the following: financial independence, operational 

independence and management independence. The issue 

of reliance on controlling shareholders can usually be 

dealt with by disclosure in the prospectus, but where the 

degree of dependence is excessive, this may translate into a 

concern about the suitability for listing.
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Reliance on employees, directors, closely related 
parties or connected persons
In one case, a substantial portion of the listing applicant’s 

profits was derived from connected transactions, which, if 

excluded from the listing applicant’s track record, would 

mean that it could not meet the financial requirements. 

HKEX suspended its listing application.

In another case, transactions with directors and 

employees represented 60%, 40% and 35% of the listing 

applicant’s turnover, net profit and net profit margin, 

respectively. If profits from transactions with directors 

and employees were excluded, it could not meet the 

financial requirements. HKEX doubted the suitability for 

listing.

Reliance on customers or suppliers
Where a listing applicant relies heavily on a single major 

supplier or customer, HKEX may consider it an extreme 

case which impacts on suitability for listing.

Captive model/customer and supplier same party
Where a listing applicant’s major customer is also its 

major supplier, HKEX may consider that the listing 

applicant is not capable of carrying on its business 

independently of the major customer/major supplier. 

When the listing applicant’s supply and sales are 

dominated by the same party, the listing applicant’s 

relationship with this party will be fundamental to its 

business. If the listing applicant is unable to demonstrate 

that it is capable of carrying on its business independently 

of this party, it will translate into a concern about its 

suitability for listing.

Directors and controlling shareholders
Every director of a listing applicant must satisfy HKEX 

that he/she has the character, experience and integrity 

and is able to demonstrate a standard of competence 

commensurate with his/her position as a director of a 

listed issuer. In particular, the prospectus shall disclose 

such other information of which shareholders should 

be aware pertaining to the ability or integrity of such 

persons, such as non-compliance or a conviction record 

involving a director.

Integrity non-compliance will likely render the new 

applicant, as well as the culpable director, being not 

suitable for listing or not suitable to be a director of a 

listed company, as the case may be.

If a controlling shareholder is culpable for the integrity 

non-compliance, and if such controlling shareholder has 

the ability to exert substantial influence over the new 

applicant, the new applicant will consequently not be 

considered suitable for listing.

Licenses, permits and approvals for underlying 
business
Before submission of a listing application, the listing 

applicant must ensure that it has obtained all material 

requisite licences, permits and approvals for its 

operation. If any of the licences, permits or approvals 

are due to expire, the listing applicant shall disclose in 

the prospectus the expected time frame for renewal 

and, with the support of legal opinion, whether there is 

any legal impediment to renewal.

Properties
HKEX expects owned and leased properties of listing 

applicants to have a good title. It is preferable for the 

listing applicant to obtain good title for its owned 

and leased properties before submission of listing 

application. If any property is of defective title, the 

prospectus shall disclose the details of the properties 

with defective titles, including: the reason(s); the 

usage; the amount of maximum potential liabilities 

to the listing applicant (in monetary terms); whether 

the property is crucial to the operation; the safety 

conditions; the difference in land cost/rental an 

applicant would have to pay if the properties did not 

have defective titles; the remedial actions taken or to 

be taken by an applicant; whether there are any legal 

impediments to obtaining the outstanding certificates/

permits; the estimated time and cost for relocation and/

or demolishment and loss of revenue and other related 

loss (if any); and how the possible relocation and/or 

demolishment would affect an applicant’s business and 

financial position.

Litigation and claims
The listing applicant must review legal proceedings 

and other material disputes that are current or recently 

resolved and in which the new applicant is involved, and 

all proceedings or material disputes the new applicant 

knows to be contemplated and which may involve the 

new applicant or one of its subsidiaries. Ideally the 

listing applicant should clear the legal proceedings 

and material disputes prior to submission of listing 

application.
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Non-compliance
The listing applicant must review any instances of non-

compliance which occur during the track record period. HKEX 

considers there are three categories of non- compliance, as set 

out below.

1. Material non-compliance
These are non-compliance incidents which, individually or 

in the aggregate, have had or are reasonably likely to have 

in the future, a material financial or operational impact on 

the new applicant. For example, non-compliance giving rise 

to significant financial penalties or which may result in the 

closure of material operating facilities.

2. Systemic non-compliance
These are non-compliance incidents which are not material 

non-compliance incidents, but their recurring nature may 

reflect negatively on the new applicant’s or its directors’/

senior management’s ability or tendency to operate in a 

compliant manner. 

3. Immaterial non-compliance
These are non-compliance incidents which are neither 

material non-compliance nor systemic non-compliance.  

Connected transactions
Connected transactions are basically transactions between a 

proposed listed group and connected persons. ‘Transactions’ 

include:

(1) acquisition or disposal of assets

(2) granting, accepting, exercising, transferring or 

terminating an option

(3) entering into or terminating finance leases or operating 

leases or sub-leases

(4) granting an indemnity or providing or receiving financial 

assistance

(5) setting up joint ventures

(6) issuing new securities of the listed issuer or its 

subsidiaries

(7) providing, receiving or sharing services, and 

(8) acquiring or providing raw materials, intermediate 

products and/or finished goods. 

‘Connected persons’ include:

(1) director, chief executive, substantial shareholder of the 

listed issuer or any of its subsidiaries

(2) ex-director of the listed issuer or any of its subsidiaries in 

the last 12 months

(3) supervisor of a PRC issuer or any of its subsidiaries

(4) their respective associates

(5) connected subsidiaries, and

(6) any person deemed by HKEX to be connected.

‘Continuing connected transactions’ are connected 

transactions involving the provision of goods or services or 

financial assistance, which are carried out on a continuing or 

recurring basis and are expected to extend over a period of 

time.

For the purpose of IPOs, the prospectus concerns only 

continuing connected transactions spanning across the 

listing date. Prior to an IPO, there is no connected transaction 

concept. After an IPO, any new connected transaction will be 

dealt with after the IPO.

Although profits from transactions with connected persons 

or closely related parties do not necessarily have to be 

disregarded in assessing whether the listing requirements are 

met, when these transactions are excessive, this may raise a 

concern as to whether the applicant is suitable for listing.

Lock-up
Controlling shareholders
Controlling shareholders shall not:

(a)  dispose of their shares in the issuer from listing to 

 (Main Board) 6 months/(GEM) 12 months from listing, or

(b) dispose of their interest in the issuer if such disposal 

would result in them ceasing to be a controlling 

shareholder in the period of (Main Board) 6 months/(GEM) 

12 months commencing on the date on which the period 

referred to above expires.

In addition, controlling shareholders must undertake to 

disclose to the issuer and HKEX any pledge/charge of any 

securities beneficially owned by them from listing to 12 

months from listing.

Pre-IPO investors
Pre-IPO investors are usually requested by the applicant to 

lock-up their pre-IPO shares for a period of 6 months or more.

Cornerstone investors
Cornerstone investors are normally subject to a lock-up period 

generally for at least 6 months following the listing date. HKICS  
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Rider A – Mineral companies

Must fulfil all the following criteria:

Mineral companies A new applicant whose major activity (25% or more of the total assets, revenue or operating expenses) is the 
exploration for and/or extraction of minerals and/or petroleum

Relevant rights Has the right to participate actively in the exploration and/or extraction

Portfolio Has discovered at least a portfolio of Indicated Resources or Contingent Resources (in the case of petroleum 
companies) of sufficient substance, identifiable under an accepted reporting standard and substantiated in a 
Competent Person’s Report

Production If production has begun, must disclose an estimate of the operating cash cost per appropriate unit for the minerals 
and/or petroleum produced. If production has not yet begun, must disclose its plans to proceed to production with 
indicative dates and costs

Reporting standard Mineral resources and reserves: JORC Code, NI 43-101, and the SAMREC Code
Petroleum resources and reserves: PRMS
Valuations: CIMVAL, the SAMVAL Code, and the VALMIN Code

Working capital Has available working capital for 125% of the group’s present requirements, that is for at least the next 12 months

Waiver A mineral company seeking a waiver from the financial standards requirements must establish that its directors and 
senior managers, taken together, have sufficient experience relevant to the exploration and/or extraction activity 
that the company is pursuing. Individuals relied on must have a minimum of 5 years relevant industry experience

Rider B – Infrastructure project companies

Must fulfil all the following criteria:

Infrastructure 
project companies

Newly formed ‘project’ companies – eg a company formed to construct a infrastructure project – which create the 
basic physical structures or foundations for the delivery of essential public goods and services that are necessary for 
the economic development of a territory or country
For example, the construction of roads, bridges, tunnels, railways, mass transit systems, water and sewage systems, 
power plants, telecommunication systems, seaports and airports

Relevant rights Has the right to build and operate (or participate in the results from the operation of) a particular infrastructure 
project(s)

Business At the time of listing, it is not engaged in any businesses other than those stipulated in the infrastructure project 
mandate(s) or contract(s)

Government The infrastructure project(s) must be carried out under a long-term concession or mandate (at least 15 years) 
awarded by government and be of a substantial size (total capital cost of the projects should normally be at least 
HK$1 billion)

Construction in 
progress

Where it is involved in more than one project, the majority of its projects are in the pre-construction or 
construction stage

Use of IPO proceeds The bulk of the proceeds will be used to finance the construction of the project(s) and not principally to repay 
indebtedness or to acquire other non-infrastructure assets

No change of 
business in the first 
3 years

It will not acquire any other type of assets or engage in such activity that will result in a change of business from 
that stipulated in the infrastructure project mandates(s) or contract(s) in the first 3 years after listing

Experience of 
management

Its substantial shareholders and management have the necessary experience, technical expertise, track record and 
financial strength to carry out the project(s) to completion and to operate it/them thereafter
In particular, its directors and management must have sufficient and satisfactory experience of at least 3 years in 
the line of business and industry of the new applicant

Other disclosure 
requirements Business valuations, feasibility studies, sensitivity analyses and cash flow projections
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Rider C – Biotech companies

Must fulfil all the following criteria:

Type of industries Biotech companies ONLY, ie companies primarily engaged in the R&D, application and commercialisation of biotech 
products, processes or technologies
‘Biotech’ means the application of science and technology to produce commercial products with a medical or other 
biological application

Expected market cap 
at listing An expected market cap at listing of not less than HK$1.5 billion

Working capital Must have working capital to cover 125% of the group’s costs for at least 12 months from the date of prospectus 
(after taking into account the proceeds of the applicant’s initial listing) 
The costs must substantially consist of (a) general, administrative and operating costs (including any production 
costs), and (b) R&D costs

Operation record Has been in operation in its current line of business for at least 2 years prior to listing under substantially the same 
management
Prospectus to include accountants report covering 2 financial years only (need exemption under 3rd Schedule of the 
Companies (Winding Up and Miscellaneous Provisions) Ordinance)

Management 
continuity 2 years

Ownership continuity 12 months prior to the date of listing application

Core product(s) Has at least one core product beyond the CONCEPT STAGE as recognised by a Competent Authority (US FDA, China 
FDA or European Medicines Agency)
Has primarily engaged in R&D of the core product(s) for at least 12 months prior to listing. In the case of in-
licensed or acquired from 3rd party, must be able to demonstrate R&D progress since the in-licensing/acquisition 

Pharmaceutical 
(small molecule 
drugs)
藥劑（小分子藥物）

New pharmaceutical product: At least completed Phase I clinical trial, and a Competent Authority has no objection 
for it to commence Phase II (or later) clinical trials
Pharmaceutical product which is based on previously approved products: at least completed one clinical trial 
conducted on human subjects, and the Competent Authority has no objection for it to commence Phase II (or later) 
clinical trials

Biologics
（生物製劑）

New biologic product: at least completed Phase I clinical trial, and a Competent Authority has no objection for it to 
commence Phase II (or later) clinical trials
Biosimilar: at least completed one clinical trial conducted on human subjects, and the Competent Authority has no 
objection for it to commence Phase II (or later) clinical trials

Medical devices 
(including 
diagnostics)

(i) must be Class II medical device or above; (ii) at least completed one clinical trial on human subjects; and (iii) 
a Competent Authority has endorsed or not expressed objection to proceeding to further clinical trials, or has no 
objection to commencing sales of the device

Other biotech 
products

Biotech products which do not fall into the categories above will be evaluated on a case-by-case basis to determine 
if it has been developed beyond the concept stage by reference to above

Reason(s) for listing Primary reason is raising of finance for R&D to bring the core product(s) to commercialisation

Use of IPO proceeds Substantive portion of IPO proceeds shall be used to cover (a) general, administrative and operating costs (including 
any production costs); and (b) R&D costs

IP Has registered patent(s), patent application(s) and/or IP(s) (eg copyright and trade secrets) in relation to the core 
product(s)

Sophisticated 
investor

Has received investment from at least one sophisticated investor at least 6 months before listing (which must 
remain at IPO)
It could be: (1) healthcare, biotech, biopharmaceutical fund; (2) pharmaceutical/healthcare company; (3) VC fund; 
and (4) investor with minimum assets under management of HK$1 billion
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Rider C – Biotech companies (continued)

Meaningful 
investment

Market cap of between HK$1.5 to 3 billion, not less than 5% of the issued share capital of the applicant upon 
listing
Market cap of between HK$3 to 8 billion, not less than 3% of the issued share capital of the applicant upon listing
Market cap of more than HK$8 billion, not less than 1% of the issued share capital of the applicant upon listing

Public float At least 25% of the total number of issued shares and a market cap of at least HK$375 million must be held by the 
public upon listing (excluding any shares subscribed by cornerstone investors and existing shareholders)

Ongoing disclosure Must include details of its R&D activities in its interim (half-yearly) and annual report

Sufficient operations If HKEX considers a listed biotech company does not have sufficient operations, HKEX may suspend dealings or 
cancel the listing. HKEX may also give the company 12 months to re-comply, failing which HKEX will cancel the 
listing

Material changes Must not effect any or a series of acquisition, disposal or other transaction or arrangement, which would result in a 
fundamental change in the principal business activities as described in the prospectus, without the prior consent of 
HKEX

Stock marker Biotech companies listed under this exemption must have a stock name that ends with ‘B’

Normalisation If the biotech companies listed under this exemption are able to meet any one of the requirements under Rule 8.05, 
the rules in the three preceding rows above will no longer apply

Rider D – Companies with weighted voting rights (WVR)

Must fulfil all the following criteria:

Type of industries Only new, innovative applicants can list with a WVR structure
‘Innovative’ companies are expected to have more than one of these: (a) new technologies/innovations/business model, (b) 
R&D, (c) unique features/IP, (d) outsized market cap/intangible asset value relative to its tangible asset value

Financial 
requirements

(1) an expected market cap at listing of at least HK$40 billion, or
(2) an expected market cap at listing of at least HK$10 billion and at least HK$1 billion of
       revenue in its most recent audited financial year

Success of the 
company

Must demonstrate a track record of high business growth, measured by, for example, business operations, users, 
customers, unit sales, revenue, profits and/or market value and that is expected to continue

Chapter 8 Chapter 8 is applicable subject to WVR rules

Management 
continuity

Management continuity for at least the 3 preceding financial years

Ownership continuity Ownership continuity for at least the most recent financial year
Under WVR, the WVR holder may not retain a controlling share during the relevant period. Based on GL89-16, a 
change in controlling shareholder(s) will not always render the listing applicant ineligible for listing, provided that it 
can demonstrate that there was no material change in influence on management despite the change in controlling 
shareholder(s)

Share-based WVR WVR must be attached to a specific class of shares which are unlisted and can only confer enhanced voting power 
on resolutions at GM, and must be capped at not more than 10 times the voting power of ordinary shares. It may 
be converted into ordinary shares on a one-to-one ratio, which can then be listed
After listing, increase of WVR rights or proportion of WVR shares will not be allowed
Certain key matters will be decided on a one-share one-vote basis: (1) changes to the issuer’s constitutional 
documents; (2) variation of rights attached to any class of shares; (3) appointment and removal of INEDs or 
auditors; and (4) winding-up of issuer
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The Hong Kong Institute of Chartered Secretaries (HKICS) 香港特許秘書公會
(Incorporated in Hong Kong with limited liability by guarantee)

The members of the Securities Law and Regulation Interest Group are: Daniel Wan (Chairman), Agnes Wong, Bill Wang FCIS FCS, Professor CK Low 
FCIS FCS, CK Poon FCIS FCS and Dr David Ng FCIS FCS. Mohan Datwani FCIS FCS(PE) serves as Secretary. Please contact Mohan Datwani, 
Senior Director and Head of Technical & Research, HKICS, if you have any suggestions about topics relevant to this interest group at: 
mohan.datwani@hkics.org.hk.

Disclaimer and Copyright
Notwithstanding the recommendations herein, this publication is not intended to constitute legal advice or to derogate from the responsibility of HKICS members or any persons to comply with the relevant rules and regulations. 
Members and readers should be aware that this publication is for reference only and they should form their own opinions on each individual case. In case of doubt, they should consult their own legal or professional advisers, as 
they deem appropriate. The views expressed herein do not necessarily represent those of HKICS. It is also not intended to be exhaustive in nature, but to provide guidance in understanding the topic involved. HKICS shall not be 
responsible to any person or organisation by reason of reliance upon any information or viewpoint set forth under this publication, including any losses or adverse consequences consequent therefrom.

The copyright of this publication is owned by HKICS. This publication is intended for public dissemination and any reference thereto, or reproduction in whole or in part thereof, should be suitably acknowledged.

Rider D – Companies with weighted voting rights (WVR) (continued)

WVR holders WVR holder must have been materially responsible for the growth of the business, by way of his/her skills, 
knowledge and/or strategic direction
WVR holder must own 10% (collectively) (could be lower if market cap is over HK$80 billion) of the economic 
interest in the total issued share capital of Listco at the time of listing
WVR holder may hold WVR through partnership, trust, private company or other vehicle
WVR holder must be director of the issuer, have executive role and contribute to ongoing growth of the business
The WVR will lapse permanently if the WVR beneficiary (i) ceases to be a director; (ii) dies or is incapacitated; 
(iii) commits an offence re fraud or dishonesty; (iv) court disqualification order; or (v) if the shares are transferred 
to others

Non-WVR holders Non-WVR shareholders must hold at least 10% of the votes eligible to be cast at GM, who must be able to convene 
an extraordinary GM and to add resolutions to the meeting agenda

Controlling 
shareholder

The definition of Controlling Shareholder under Rule 1.01 is based on voting rights. HKEX considers that the 
definition remains relevant to WVR holder, and whether he/she is a controlling shareholder will remain a question 
of fact

Sophisticated 
investor

Has received meaningful investment from at least one sophisticated investor before listing (which must remain at 
IPO)
Such investors will be required to retain an aggregate 50% of their investment at the time of listing for a period of 
at least 6 months post-IPO

Meaningful investment Not defined

Stock marker Issuer with WVR structure must have a stock name that ends with ‘W’

Issue 2 • May 2019


