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Listing Decisions Series 7-3 - Chapters 15, 16 or 28 of the Listing Rules - Whether an 
issue of convertible non-voting redeemable preference shares should be treated as an 
issue of equity or debt instruments and which chapters of the Listing Rules should apply 
(October 1999) (Updated for rule reference in September 2009)  

Summary  

Name of 
Party  

Company A - a listed company  

Subject  Whether an issue of convertible non-voting redeemable preference shares should 
be treated as an issue of equity or debt instruments and which chapters of the 
Listing Rules should apply  

Listing 
Rules  

Chapters 15, 16 or 28 of the Listing Rules  

Decision  Convertible non-voting redeemable preference shares are convertible equity 
securities, the issue of which is subject to Chapter 16 of the Listing Rules  

 

Summary of Facts  

Company A proposed to issue non-voting redeemable preference shares, convertible into 
ordinary shares of Company A, to holders of its existing convertible loan notes.  The convertible 
loan notes would then be cancelled and replaced by the convertible non-voting redeemable 
preference shares.  

The principal features of the convertible non-voting redeemable preference shares were as 
follows:-  

 holders would be entitled to fixed cumulative dividends on the outstanding principal amounts 
due, irrespective of whether or not Company A had profits.  It was submitted that such 
payments were akin to interest payments in debt financing arrangements in that they 
constituted a guaranteed rate of return;  

 holders ranked in priority to the holders of the ordinary shares; and  
 the convertible non-voting redeemable preference shares were not intended to be listed.  

Analysis  

Chapter 15 of the Listing Rules (options, warrants and similar rights) did not apply as it only 
applies to those options or notes that are not governed by any other specific chapter of the 
Listing Rules.  

As the convertible non-voting redeemable preference shares were convertible into ordinary 
shares, Chapter 16 of the Listing Rules (convertible equity securities) should apply.  

Even though the convertible non-voting redeemable preference shares were issued to replace 
the convertible loan notes, Chapter 28 of the Listing Rules (convertible debt securities) did not 
apply since preference shares are included in the definition of equity securities under the Listing 



Rules.  

Decision  

As the non-voting redeemable preference shares were equity securities with convertible 
features, Chapter 16 of the Listing Rules should apply.  Moreover, the convertible non-voting 
redeemable preference shares would constitute securities convertible into shares.  The issue 
was therefore subject to shareholders' approval by virtue of paragraph 19(1)(a)(i)(B) of the 
Listing Agreement [now Rule 13.36(1)(a)(ii)] unless covered by a general mandate.  

 

 


