
^i^

THE

^

^ I^^YYSQC!^;TX

Our Ref

Your Ref

Direct Line

^..

President

^ E^
Roden M. L. TONG

isi. :: ^

Vice-presidents

81 ^' I;::
mixirali B. NASIR

^ Ite Qg

Chistopher K. K. YU
*^ I^I 53
Careen H. Y. WONG

1:6: ,S lit:

Council Members

fg! 9$
Calvin K. CHENG

all# #"

hmmy K. H. CHAN
1:4:1^ ;is
Tom KM. F1J

193g $1^
Ronald K. N. SUM

'*!. ^ *!S'
Justin H. Y. YUEN

S$ all ;;:;
Simon J. MCCONNELL

13; !;It *U
Pat Sun 11AU

i;;;i' '
Inn Han SHUlvl

,^!. ;!a .,
Vincent S. K. TSO

^ *a ^

Joyce C. CHENG
"! *^
Neville C. H. CHENG

^11:5: 86
Heidi H. Y. CHUl

if: 3111^
Chris T. ZHAO

ite \
Karen K. W. CHEUNG

IF ;:g 71'

Terry T. C. YANG
t^ ,\: ;a:

Sharon S. Y. TAM

=g * fit

31F WING ON HOUSE - 71 DES VOEUX ROAD
CENTRAL - HONG KONG DX-009100 Central I
^, ;^ ^4. ^, fE. *Ri SE ^ 71 S, ;.
5R. ^ ,R- ^ ><. 1,131*g *,

^

COM18105632

^.^^;. I^ifi'

140ctober 2025

Hong Kong Exchanges and Clearing Limited,
81F, Two EXchange Square,
8 Connaught Place,
Central, Hong Kong

.^,...
^

Dear Sirs,

TELEPHONE ( '^ S^' ) : (852) 2846 0500
FACSIMILE ( 194.. ) : (852) 2845 0387
E-Wit ( ^. '3'. ^P *t' ) : sg@inawsoc. org. hk

( *Ia '^:' ) : WWW. unawsoc. org. hkWEBSITE

Conclusions and Further Consultation Paper on Proposals to Optimise IPO
Price Discovery and Open Market Requirements

We refer to the captioned consultation and enclose the Law Society's submissions
on the subject matter for your attention.

We have no objection to our submissions being published on your website.

BY EIVIAIL AND BY POST

Secretary General
*^ ^ !;;^

Weridy Y. W. LEE
:^ E3: ;$1

Deputy Secretary General
^! ^g ^ {;;^

Kany K. L. LAlvl
14:53 RE
Karen K. Y. LAW

\E ^:: lit

Encl.

^^...,...caringorganisation
by~by. ^.,.,..... incorporated in 1907 as a company hailed by guarantee

..^;
^::;/~$.,/

C



THE

, I^^YYSQ^:!:^;TX
,, ,,.. , ,j;^;; , ,

Proposals to Optimise IPO Price Discovery
and Open Market Requirements

The Stock EXchange of Hong Kong Limited ("EXchange") issued the "Conclusions and
Further Consultation Paper on Proposals to Optimise IPO Price Discovery and Open
Market Requirements" on I August 2025 ("Consultation Paper").

In response, the Law Society provides the following submissions to the questions posed.
Unless otherwise defined, the same abbreviations and definitions appearing in the
Consultation Paper are used in this paper.

Law Society Submissions

Q"artio" I

1.1 Do you agree with the proposol to implement the Alternotive Threshold, which
will provide an onernative ongoing pubfic/loot ihresho/d/61 issuers in oddiiion
to the Initzti/ Prescribed Threshold (tis sei out in pologrophs 310 10 312 of the
Conclusions and Further Consultation Paper) ?

Pieose give reasons 161 yowr views and any alternative suggestions.

Law Society's response:

The Law Society welcomes this proposal as a step toward modernismg the Stock
EXchange's rules to adapt to a global changing market. The obligation to
maintain a fixed public float at the same level required at listing unnecessarily
constrains listed issuers from managing their capital structure and conducting
legitimate share transactions, such as share buybacks and strategic placings. It
is a reasonable proposal that balances flexibility for large-cap issuers with
investor safeguards. The HK$1billion absolute threshold ensures that even at
10% float, there is a substantial value of shares available for trading without
compromising liquidity.
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While small-cap companies need more stringent oversight due to higher
volatility and market manipulation risks, we consider that introducing a tiered
approach for inid-cap companies (between HK$3 billion and HK$10 billion with
an alternative threshold of say, 15% + HK$500 million) is conducive to market
developments. Many high-growth innovators in tech, biotech companies and
new economy sectors fall into the inid-cap range. They will face
disproportionate burdens compared to large-cap companies under the current
rigid public float requirement, which restricts capital management tools, such as
on-market repurchases. Stricter public float rules can deter them from listing on
the Hong Kong Stock EXchange. Introducing a more flexible tiered approach
reduces the Stock EXchange's over-reliance on mega-cap listings and foster a
more balanced and diversified issuer base. From a price discovery perspective,
a tiered system could increase IPO activity and secondary market liquidity.

A tiered approach also reduces market distortions and improves fairness. The
current proposal' s cut-off at HK$1 billion creates a cliff effect, where a say,
HK$9.9 billion company must maintain a 25% float. A tiered approach will
smooth the transition.

1.2 ff your answer to Question 1.1 is ':yes ", do you agree with the proposed
threshold/igt4res (i.e. HK$1 bill^^n and 10%)/by the filternative Threshold (ds
set out in paragraph 312 of the Conclusions and Further Consultotion Papei) ?

Please give reasons/61 your views and ony altornoiive SI, gges/ions.

Law Society's response:

Please see our response to Question 1.1.

1.3 ^~your answer to Question 1.1 is ':}, es ", do you agree that 161 the pulpose of
determining whether the market value of shores held by the public meeis the
market value limb of the Alleynoiive Threshold, the inorket volt, e of on issuer 's
shares will be determined on 010/11hg basis by inMinp!ying (17) ihe number of
shores held by ihe public OS of the dote of determindt!'on by (b) the volume
weighied dyeroge price of the shores listed on the EXchange over 125 trading
doys jinmediote!yprior to the date of determination (12s set out in pologroph 316
of the Conclusions and Further Consultation Popefj ?

Please give reasons/61 your views ond any onernoiive suggestions.

Law Society's response:
We agree that this is an appropriate method for datenmining the market value
under the Alternative Threshold. Using VWAP over a 125-day period (about 6
months) reduces short-term volatility and temporary price swings.
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1.4 ffyoz, r onswer 10 Question 1.1 is 'yes ", do you agree thot o lisied issuer would
not be obje 10 rely on ihe Alternative Threshold if the is814er 's shores hove noded
16/1bwer ihon 125 trading days since listing on the EXchange?

Pieose give reasons/Or your views and any alternotive suggestions.

Law Society's response:

The calculation of the Alternative Threshold assumes that the issuer has a proven
track record of trading activity. New listings often experience volatility in their
early days with high trading volumes that may not be sustainable. Requiring 125
days ensures the issuer has achieved a more stable, market-driven valuation
before graduating to the Alternative Threshold.

1.5 y'your answer to Question 1.1 is ':yes ", do you ogree that, in the cose of on
issuer seeking to switch from relying on the Initial Prescribed Threshold to ihe
Allernoiive Threshold, !fits listed shores have been suspendedfrom troding/61
more ihon/ive consect{live business days during the 125-troding-dayperiod/or
determination ofihe inorket value of shares, the EXchange may require the issuer
to extend ihe 125-day period 10 demonstrate thot it can meet the Alternative
Threshold over o reasonob/e period 4/1er resumpiion of trading?

Please give reasons/br your views and ony o1ternotive suggestions.

Law Society's response:

Agree.

1.6 Do you agree thoiihe some ongoing publicj700t requirements that OPP!y to Main
Board Issuers should be OPPtred 10 GEM issuers?

Please give reosons/61 your views ond ony alternonve suggestions

Law Society's response:

We disagree with applying the same Alternative Threshold to GEM companies
because it is mismatched in scale and purpose. Given their typically smaller
market capitalisation, the HK$1 billion would effectively exclude most GEM
companies. By imposing a threshold that is mathematically unattainable for
virtually all GEM listed issuers, the Stock EXchange risks further marginalismg
an already struggling market. It also contradicts its 2018 reform proposals that
promised "proportionate regulation" for Slv^IEs. GEM is designed to support
high-growth start-ups. Overly rigid ongoing float rules could undennine the
GEM board's objective as a fund raising platform for smaller but high growth

8345210

3



companies and push them to other competing markets. If the objective is genuine
market optimisation, this tokenistic one-size-fits all approach is meaningless. A
lower or tiered threshold for the GEM market would be necessary.

Q"usti0" 2

2.1 Do you agree with iheproposed be. spoke origo^rigpz{b/icyoat threshold/igz!res
(i. e. HK$1 billion or 5%) /61 0 PRC issuer with other listed shores (Such as on
xi+H issued (ds sei out in pologroph 341 of the Conclusions and Further
Consulioiion Popefj ?

Please give reasons/61 your views ond any onernotive suggestions.

Law Society's response:

Agree. The proposed dual thresholds for A+H companies are a flexible approach
that reflects the unique structure of dual-listed mainland issuers.

2.2 Do you agree thoi ihe be. spoke ongoing pubfic/loot thresholds/61 PRC issuers
with other lisied shores should also OPP!y tos modified. ) 10 non-PRC issuers with
shores lisied on a PRC stock eXchange (e.g. killB shores), if those shores ore in
the some CIOss as, but ore not/tingible with, the shores lisied on the EXchange
(ds set out in pologroph 342 of ihe Conclusions and Further Consultation
Paper"

Please give reasons/61 your views ond any alternotive SI{ggesiions.

Law Society's response:

Agree.

Q"coti0" 3

3.1 Do yot{ agree with the proposo/ that o11 issuers be reqz, ired 10 cor!/irm, in their
monthly returns and annual reports, whether they have mei iheir OPP/I^able
Ongoing Pubfic Float Thresholds?

Pieose give reasons/br your views and any onernotive suggestions.

8345210
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Law Society's response:

We agree with the proposal. It ensures transparency for investors and regulators
without imposing excessive administrative costs for issuers.

3.2 Do you agree with the proposal that isSI, ers relying on ihe Initial Prescribed
Threshold must disclose the minimum percentage ihresho/d OPPtrcob/e to them
in their monthly returns tos sei o241 in paragraph 352((1)) of the Conc/t'sions und
Further Consz, Itation Papei? ?

Pieose give redsons/by your views ond ony onernotive SIIggestions.

Law Society's response:

Yes.

3.3 Do you ogree with the proposo/ thot the/bllowing types of isSI{ers marst di^close,
in their monthly returns, the market vQlz4e undpercenioge of the pornon of the
class of shores they have listed on the EXchange that ore held by the pubfic (ds
set o14t in parograph 352(b) of the Conclusions ond Further Consultation
Pope}?.'

((1) issuers relying on the Alternotive Threshold,. and
(b) PRC issuers with other listed shares (e.g., 4+H issuer$) relying on the

inorket value 11'inb of the relevant bespoke ongoing public/1001ihresho/d?

Please give reasons/Or your views and ony alternonve suggestions.

Law Society's response:

Yes. The Alternative Threshold is more flexible than the initial public float.
Requiring issuers that rely on the Alternative Threshold to disclose both metrics
provides a better view to investors of an issuer's liquidity status. It also allows
regulators to monitor adherence to the Alternative Threshold.

3.4 Do yoz! agree with the proposo/ ihot o11 issuers also be required to disclose, in
each of their annual reports, ihe relevant i^formation proposed to be included
in their monthly letz4rns (see parogroph 352 of the Conclusions and Further
Consultation Poper), as at the end of the relevant/inaricio/ year?

Please give redsons/br your views and any onernoiive suggestions.

8345210
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Law Society's response:

Yes.

3.5 Do you agree with the proposed disclosure objigoiions In relation to shore
capitol sill, CIMre 11!formati'on in onnwo/ reports 161 o11 issuers (tis set out in
polograph 354 ofihe Conclusions and Further Consultation Popefj?

Please give reosons/61 yot!r views ond any alternative suggestions.

Law Society's response:

Yes.

Q"erri0" 4

Do you agree that the oddi'tionol obji^ajions we propose to apply to issuers if'
theirpz!61ic/loanii//s below the OPPficab/e Ongoing Pubtrc Float Threshold (ds
set out in pologroph 360 of the Conclusions and Further Consultation Papefj
ore SI4fficient to. ' (d) enable continued trading of the issuer 's shores (on ihe basis
that iheproposal would enable SI!fricient !'^formation to be provided to potential
investors and existing shareholders, ^I, ' ond (b) inceniivise relevont issuers 10
restore theirpz{bfic/1001to meet the applicable Ongoing Pubfic Float Threshold
as soon as procticob/e?

Please give reasons for your views and ony onernotive suggestions.

Law Society's response:

We consider that the proposed framework is sufficient and represents a
significant improvement over the current regime of automatic suspension.

4.1

4.2 Do you agree TViih the proposed disclosure requirement for the initial
announcement 10 be mode by on issuer wiih o pubfic1100t shortytill within one
business day of it becoming owore thoiihere is apt, bficj70at shorty^// (ds set out
in pologroph 360(b) of ihe Conclusions and FIJIther Consulioiion Paper),
including the proposed requirement that the issuer must o180 onnounce its PIOn
and expected time/me 10 restore to the applicable Ongoing Public Float
Threshold; \. uhich con be onnownced in o subsequeni onnouncement thaimus/ be
PI!bitshed no later thon 15 business days of it becoming o1-uore that there I'S a
public/loot short/"o11?

8345210
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Please give reosons/Or your views and any alternative SI, ggestions.

Law Society's response:

We agree with this requirement as it ensures that the market is infonned promptly
allowing investors to react.

4.3 Do you agree thot 10n isSI, er 's PI!bfic/lootfi//s below the OPPtrcob/e Ongoing
Public Float Threshold, it must provide monthly IPdaies, by way of
announcement, to not^^^ the market of the status of its pubficfoot ond updates
on its restoroiion pion ((Is sei owl in pologroph 360(c) of the Conclusions ond
Further Consul/ajion Popei? ?

Pledse give reasons/61 your views and any alternative SI{ggeslions.

Law Society's response:

Yes, this requirement ensures transparency and ongoing accountability. It
requires an issuer to manage the restoration plan on a continuing basis,
preventing coinplacency and undue delays. Investors and analysts can also
assess the credibility and timeliness of the rectification process.

4.4 Do you ogree ihoi, /br so long OS on issuer does not comply with the OPPficoble
Ongoing Public F100t Threshold the issuer itse!j: und each of its directors, must
not (and eoch director must use his best endeovot, Is 10 ensure thai his close
associotes do not) toke ony oction that may/tilther lower Ihe issuer 'spublic/loot
percentage, unless the circumstances are exceptiono1 (OS set o111 in pologroph
360((1) ofihe Conclusions ond FIJIther Const4/tation Pope/? ?

Please give reasons/61 your views und ony onernotive suggestions.

Law Society's response:

We generally agree with this restriction which is designed to prevent
exacerbation of non-compliance and protect market liquidity. There should,
however, be suitable exemptions in order not to hinder legitimate corporate
actions, such as:

a top-up placing: where a director who sells down to increase the public float
and subsequently subscribes for the same number of shares to maintain his
holdings;
emergency fund raising exercise to alleviate financial distress, such as rights
Issue'

8345210
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exercise of share options pursuant to employees' share option or other
incentive plans granted before the non-compliance.

Additionally, the rule creates an asymmetry in hostile situations. Hostile
shareholders may, for example, gradually build stakes by buying from the public
without restrictions, while the board may be handcuffed from countering this by
initiating defensive purchases. All exemption for hostile situation should be
included.

4.5 Do you agree thot shares of issuers with o pubfic foot below the OPPficab/e
Ongoing Public Float Threshold can be troded without o special stock marker,
OS long OS SI{ch public fool shorty^// does not constitute o Signj/iconi Pub/I^
Float Shorntr// (ds sei out in paragraph 363 of ihe Conclusions ond FIJIther
Consulio/ion Popefj ?

Pieose give reasons/by your views and any onernati've suggestions.

Law Society's response:

We agree. This tiered approach strikes a suitable balance between maintaining
market efficiency and investors' protection. Minor or temporary shortfalls which
often arises from legitimate market activities, such as buybacks, do not
inherently disrupt fair trading or price discovery. By reserving special market
interventions only for significant shortfalls, the EXchange avoids over-regulation
and prevents investors from over-estimating the severity of the situation.

4.6 Do you agree that, irisiead of suspension, issuers wiih o Sign;/icont Pubfic F100t
Shortytill should be identified with o special stock marker and SI{^jeci to
heightened disclosure reqtrirements and o dell^ting mechanism (ds set o21t in
pologrophs 361 10 369 of the Conclusions and Further Consulioiion Popefj,
such rhoi ihere con be contint{ed trading in ihe issuer 's shores?

Please give reasons/61 your views and any alternative suggestions.

Law Society's response:

We disagree with a delisting mechanism after a prescribed 18 months remedial
period. The delisting timeline is overly draconian and does not take into account
market realities and extenuating circumstances, such as economic downturns and
sector-specific crisis that could make full restoration challenging. This also risks
unnecessary delistings, which could disrupt markets, erode investor confidence
and undermine the competitiveness of the Hong Kong Stock EXchange. The
primary goal of the rules should be to restore compliance and to protect investors,
not to eliminate their investments entirely.

8345210
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A more nuanced approach is required. Instead of mandating a return to the
applicable ongoing public float, issuers should be given the flexibility to restore
the public float to just above the Significant Public Float Shortfall threshold
within the 18 months, with an extended period, say another 12 months, for full
compliance. This tiered approach is more equitable.

More importantly, the draconian nature of delisting highlights a systemic gap in
the Hong Kong market: the lack of a fonnal OTC trading facility. The OTC
regime was briefly discussed in the previous consultation and we consider that it
is worth exploring. In other jurisdictions, delisting does not equate a totalloss
of liquidity, shares can often continue to trade using the OTC facility. We
strongly urge the EXchange to prioritise the establishment of a regulated OTC
framework as this would serve as a vital safeguard for small investors.

4.7 ffyoz{r answer to Question 4.6 is ':}, es ", do yot{ agree with..

(d) ihe proposed Sign incant Public Float Shortytill thresholds (ds set oart in
porogrophs 364 10 366 of the Conclusions and Further Consultation Popefj,.

(b) the proposed densiing mechonism/blisst!ers with a SignificantPz, b/ic F100i
Shortytill (ds set out in paragraph 368 of the Conclusions and Further
Consultotion Popei?,

(c) ihe proposed additional disclosure obji^ations for issuers with 0 $pecia/
stock marker (ds set out in paragraph 369 of the Conclusions and Further
Consulioiion Popei?,' ond

((/) the proposed condiiions/Or reinovo/ of the special SIock inorker (17s sei out
in parograph 370 of the Conc/arsions and Further Consuliotion Popei;) ?

Pieose give reasons/61 your views and qny o1ternative suggestions.

Law Society's response:
Please refer to our reply to Question 4.6.

Q"erri0" 5

5 Do you ogree that the proposed ongoing pub/I^/loot requirements be Qppfied to
o11 existing 11^red issuers?

Please give reasons/61 your views and any alternative suggestions.

Law Society's response:

Yes.

8345210
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Q"ustm" 6

6.1 Do you ogree with our proposal to retain the CMrrent practice of granting a
timing-reli<flyoiver 10 on isswell. om the ongoing PMbfic/loot requiremeni/by o
reasonable period 4/1er o general of'er 10 restore the PI, 61^^/loot (17s set out in
pologroph 391 ofihe Conclusions and Further Consuliation Popei? ?

Please give reasons/Or your views ond any onernotive SI!ggesiions.

Law Society's response:

Yes.

6.2 ffyour answer to Question 6.1 is ':yes ", do you agree ihot such a timing-reli</'
woiverfrom the originhg public foot requiremeni should not be gronied 10 ihe
issuer if the public foot shortytill upon completion of the general qff'81 is
considered OS a Significant Public Float Shortytill (as set out In paragraph 391
of the Conclusions and Further Consultotion Paper, )?

Please give 180sons/61 your views ond any alternative suggestions.

Law Society's response:

We strongly disagree with this. The proposal to deny a time relief waiver in
cases of a Significant Public Float Shortfall after a general offer is flawed, as it
effectively penalises the very success of an offer that received broad shareholder
support. This approach creates a perverse incentive: a higher bid price benefits
shareholders and is a core feature of an efficient market. The rule indirectly
discourages bidders from making full value offers.

The rationale for a post offer relief is to acknowledge that the float shortfall is
caused by a market-driven event outside an issuer's control with shareholders
freely accepting a good premium offer. The severity of the shortfall does not
change the fundamental rationale. Denying an issuer a waiver based on a high
level acceptance misapplies the rule, treating the outcome of a successful offer
as if it were a failure of issuer governance.

The focus of the rule should be on granting a reasonable period of time to restore
meaningfulliquidity, not on the initial severity of the shortfall after the close of
an offer. A significant shortfall is precisely when an issuer needs more time, not
less, to execute a reasonable solution.

A key principle of the Takeovers Code is to provide equality and clarity. This
proposal introduces significant uncertainty for both the bidders and shareholders
who do not elect to accept the offer.
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Appendix !,": Proposed Amendments to the Main BOQrd Listing Rt{/es Relating to ihe
Ongoing Public Floor Proposals

Law Society's response:

Please refer to our general comments above.

lippe"of it PI: Proposed, 4mendmenis to the GEMListing Rules Reloiing 10 Ihe Ongoing
Public Float Proposols

Law Society's response:

Please refer to our general comments above.

The Law Society of Hong Kong
140ctober 2025
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