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What is wrong with Hong Kong prospectuses? 

  

  
   

   
   

  

 
 

• Far too long 

• An information dump 

• Disclosure is “cut and pasted” from other prospectuses 

• Contain a huge amount of immaterial information 

• No retail investor reads it 
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True or False? 

  

  
   

   
   

  

• The longest Hong Kong prospectus published last year was 1,556 
pages in total 
 

• The average size of a UK or an Australian prospectus is approximately 
three times shorter than an average Hong Kong prospectus 
 

• Practically most things are repeated three times in a prospectus 
 

• Let’s not spend time discussing whether it is material or not, just dump 
the disclosure in to stop the Stock Exchange asking more questions 
 

• Unless it is in a prospectus that has been approved, you are going to 
get more questions, so just copy in what was approved before 
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What does the market think? 

  

  
   

   
   

  

Companies in Hong Kong issue “a prospectus 
the size of a phone book that must be approved 
by the exchange’s listing committee” 
 
        The Economist – March 2011 
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CHANGE 
we need to 
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How did we start this simplification initiative? 
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Precisely what are the requirements for a formal notice? 
• Listing Rule 12.04 requires a formal notice to include:  

- name and country of incorporation of the issuer 

- number and title of securities for which listing is sought 

- addresses of where the prospectus can be found 

- date of the notice and of which dealings are to commence 

- statements that an application for listing has been made, no offer or invitation made 
and applications will only be considered on the basis of the prospectus 

- name and address of the sponsor 

• Section 38(B) of the Companies Ordinance contains similar content requirements 

• Guidance Letter HKEX GL24-11 (March 2011) states that formal notice should contain 
what Listing Rule 12.04 and Section 38(B) require and contents must be: 
- concise 
- easy to read 
- in plain language 

• All other information can be removed and cross references can be used 
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Change – before and after of the formal notice 
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Legally what must a Hong Kong prospectus contain? 

 
 
ONLY the matters specified in the Third Schedule 

of the Hong Kong Companies Ordinance 
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What do the Listing Rules require? 

Rule 2.13 : Information in the prospectus must be (i) clearly presented and 
in the plain language format specified by the SFC/ Stock 
Exchange; (ii) accurate and complete in all material respects 
and not misleading or deceptive 

Rule 11.06 : specific disclosure items provided in Appendix 1 of the LRs 

Rule 11.07 : “such particulars and information which…, is necessary to 
enable an investor to make an informed assessment of the 
activities, assets and liabilities, financial position, management 
and prospects of the issuer and of its profits and losses and of 
the rights attaching to such securities”  

Rule 11.08 : special requirements for mineral companies, overseas issuers, 
PRC issuers and investment companies 

Rule 11.11 : such disclosure as the SEHK may in its discretion require or 
permit the omission of 
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An opportunity came along – Chow Tai Fook 

  

  
   

   
   

  

 
 
 
 

Listed on 15 December 2011 
 

Raised US$2bn 
 

Prospectus 368 pages in total 
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Chow Tai Fook – changing without changes to the Listing 
Rules or the law 

• Our aim was to change without amending or modifying any legal or 
regulatory requirements in Hong Kong 

• Our guiding principles were: 

- Avoid duplication and repetition 

- Only include material information 

- Don’t include irrelevant or immaterial information 

- Adhere to the prospectus contents requirements 

- Focus on quality rather than quantity of disclosure 

- Draft the prospectus rather than cut and paste it from elsewhere 

- Stand up for good disclosure against the regulators 
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Chow Tai Fook – How did we do it? 
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Chow Tai Fook – What is a Summary? 

 

• The Oxford English dictionary defines a “summary” as:  

- “a statement or account…containing or comprising the chief points or 
the sum and substance of a matter (now usually with implication of 
brevity)” 

• Webster’s dictionary defines a “summary” as:  

- “A brief statement that presents the main points in a concise form” 
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Chow Tai Fook – How was the Summary changed? 

• We wrote a summary, instead of copying and pasting other parts of the 
prospectus 

• We provided what investors might want to know to decide whether they 
might be interested in the offer 

• We did not repeat all of the strengths and strategies (just highlights) 

• We cross referenced to the risk factors rather than provide headings 
which are not meaningful 

• We created an offering statistics section in tabulated form 

• We simplified disclosure of financial information to key line items 

• Summary was only 9 pages 
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Chow Tai Fook – Stock Exchange guidance 
Guidance Letter GL 27-12 (January 2012) endorsed and built upon the 
changes made in the Chow Tai Fook prospectus 
• Revised guidance recommending drafting to ensure that the summary section is: 

- comprehensible and readable 
- concise, easy to read and in plain language 
- enables investors to decide whether they might be interested in the offer, and therefore 

wish to read the rest of the prospectus 
• Should omit: 

- multiple pages of detailed financial information 
- a full list of risk factors 
- dividend policy except pay out ratio and other material matters 
- an industry section – detailed bases and assumptions of forecasts and other 

information 
- sections cut and paste from elsewhere 

• Encourage the use of tables, charts, bullet points and examples 
• Should generally be no more than 10 pages long 

Shows that the Stock Exchange is fully behind this initiative! 
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Chow Tai Fook – Risk Factors 

 

• Not intended to be a comprehensive catalogue of all of the potential 
risks that an issuer or comparable industry player faces 

• Issuers should not feel “unless we have what they have and a few more, 
we are missing out” 

• Risk factors in other prospectuses are at best a reference point and 
each issuer must disclose risk factors directly applicable to its own 
business, its position in the market and industry 

• Give appropriate context and background but limit excessive 
description; and give investors a way to assess the magnitude of the 
risk 

• Avoid boilerplate that could apply to any company, and present the risks 
in concrete terms 
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Chow Tai Fook – Industry section 

• Often unconnected to the drafting of the rest of the prospectus 
• Growing in length and is sometimes even longer than the business 

section 
• Chow Tai Fook industry section started with around 50 pages and was 

streamlined to 21 pages 
• Detailed discussion replaced with charts, graphs, pie charts and tables 

to make disclosure easier to understand 
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Chow Tai Fook – Corporate Structure and 
Reorganisation 

 

• The Listing Rules only requires “a brief description of the group 
covering the issuer’s position within that group” (paragraph 28(2) of 
Appendix 1A)  

• Checklist I.B requires a corporate structure chart and details of any 
internal reorganisation – this has led to the inclusion of very detailed 
and often unnecessary disclosure 

• No new PE investors or unusual change in ownership 

• We used two (before and after) corporate charts to show the internal 
reorganisation and a simplified structure to show the group post listing 

• Only one page of history (in bullets points) and one page on 
reorganisation 
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Chow Tai Fook – Corporate Structure and 
Reorganisation 

A simplified structure of the Chow Tai Fook group following listing 
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Chow Tai Fook – Directors and Management  

 
 
 
• Tabulate directors information at 

the beginning of the section 
 

• Bullet directorships within each 
biography 

 
• Keep an eye on the length of CVs 
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Chow Tai Fook – How to apply for Hong Kong Offer 
Shares 

 
• Eliminated repetition and tried to simplify but still too long 

• Need to continue to work with CCASS to simplify this section 

• SFC, Stock Exchange and CCASS are continuing to work to simplify 
the Application Forms 
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Chow Tai Fook – Statutory and General Information  

• We largely moved to the Statutory and General Information section: 

- Waivers 

- Substantial Shareholders 

- Share Capital 

- Parties involved in the Global Offering 

- Information on the Global Offering 

• IP rights – disclosure reduced from an initial 39 pages of trademarks to 3 
trademarks to satisfy “particulars of any trade marks, patents or other 
intellectual or industrial rights which are material in relation to the Group’s 
business 
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Chow Tai Fook – Statutory and General Information 

Trade marks 

• Guidance Letter HKEX-GL30-12 (February 2012) encourages issuers and their 
advisors to discuss material IP rights and make more meaningful disclosure to 
investors 
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Chow Tai Fook – Other Changes 

 
 

• Contents section – put on one page 

• Definitions section and glossary – put at back of the prospectus 

• Expected timetable – shortened to one ¼ page with notes 

• Responsibility Statement – elevated it to a stand alone page 

• Summary of constitution and Cayman law – streamlined to reflect the 
prospectus contents requirements in the Listing Rules 
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What more can we do together? 

 

• Include industry analysis in the Business section 

• Standardise “How To Apply for Hong Kong Offer Shares” 

• Put more on the issuer’s website and include cross reference, e.g. 
summary of constitution and laws and summary of share options 
schemes 

• Increase the number of documents on display 

• Tackle the technical style and length of Competent Persons Reports 
and the length of Property Valuation Report (if still required) 

• Use more tables, charts and tabulations 

• Make incorporation by reference possible for prospectuses! 
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Recent Stock Exchange steps to assist this initiative 

• Property Valuation Reports no longer mandatory following amendments 
to the Listing Rules and the Companies Ordinance 

• Guidance Paper on drafting of the “Summary and Highlights” section of 
the prospectus (GL27-12) 

• Guidance Paper on disclosure of Intellectual Property Rights in a 
prospectus (GL30-12) 

• Listing Committee Annual Report 2011 – prospectus simplification 
continues to be on the 2012 agenda 

• Guidance Paper on prospectus disclosure by restaurant businesses 
(GL28-12) 

and this seminar… 
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Practical Tips 

• Get everyone’s buy-in at kick-off meeting 

• Work out what the agreed key messages are, then draft, not the other 
way round 

• Keep asking yourself, what are you trying to tell your investors (and 
regulators) 

• Try not to have any paragraph that is longer than 15 lines 

• Use headings and sub-headings 

• Avoid providing repetitive, onerous and overlong disclosure 

• Use precedents for reference, rather than for content 

If we follow these tips, then all parties can spend less 
time at the Printers… 
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Please let me know if you have any questions? 

Teresa Ko 

Email:  teresa.ko@freshfields.com 

Tel: +852 2846 3425 

 
 
 
 
This material is for general information only and is not intended to provide legal advice. 
 
© Freshfields Bruckhaus Deringer LLP 2012 

HKG2007119 
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