3 Tips for a secondary
listing on HKEX
An IPO is perhaps the most important event a company will
engage in.
Most companies will face a huge transition period and an
onslaught of new work. Financial and legal requirements will seem
never-ending and executing a successful IPO requires every piece
of the puzzle to be in place and connected before proceeding
to the next challenge. To achieve this, detailed preparation and
planning–as well as strong leadership–can be the difference
between success and failure.
The due diligence stage of an IPO is particularly important, even
if it is unglamorous and at times painstaking. This process of
investigating a company’s business, legal and financial affairs
enables underwriters and, ultimately, investors to gain a clear
understanding of the issuer and its business.
The company’s directors and officers will be tasked with gathering
and providing a long list of documents and written disclosures.
Broadly, due diligence assists in determining and verifying the
information required to be disclosed in the prospectus.
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Tip 1: Efficient management of information flow
As an internationally recognized financial center that offers tax,
legal, capital and other advantages, the Hong Kong SAR has
become a key destination for mainland China corporations
intending to go public overseas, as well as global corporations
looking to establish their footprint in Asia Pacific.

The listing process in the Stock Exchange of Hong Kong Limited
(HKEX) is complex and involves handling copious documents and
confidential information.
In the interest of speeding up the IPO process, meeting
increasingly stringent listing requirements, and winning the trust
of investors, corporations must properly handle every step of
information interchange over the course of an IPO.
However, while the average HKEX IPO document preparation
processing time and processing can take up to 9 months, a
secondary listing period is usually 6 months or less, according to
Toppan Merrill, based on their participation in recent projects.

Tip 2: Sponsors are key to HKEX IPOs

A key difference between HKEX and other Qualifying Exchanges
is the requirement for Sponsors. Sponsors help corporations
planning to go public prepare IPO documents and complete due
diligence reports in compliance with the regulations. They must
retain the due diligence reports and related materials for seven
years after the listing or the termination of work.
According to Edwin Kwok, Partner at O’Melveny & Myers LLP, a
common issue for US-listed companies seeking a secondary
listing on the HKEX is their lack of understanding about the need
for the Hong Kong specific sponsors regime that also involve an
extensive due diligence, verification and management due
diligence Q&A process.
“These companies find that they need to spend a lot of time to
educate their management or executive team about the onerous
HKEX IPO due diligence process and the role of sponsors,”
explains Edwin.
“Prior to the submission to HKEX the listing application form
(Form A1), the due diligence process must be substantially
completed, which involves sharing of confidential documents
with the sponsors and the other advisers, extensive verification
process to independently verify each statement in the
prospectus, and more by using a VDR that enables companies to
execute due diligence and other critical processes securely while
meeting the regulatory disclosure requirements in Hong Kong and
the US.”

Companies find that
they need to spend a
lot of time to educate
their management or
executive team about
the onerous HKEX IPO
due diligence process
and the need for
sponsors.

Edwin Kwok
Partner, O’Melveny & Myers LLP
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Tip 3: Easily adapt with end-to-end solutions

On 24 July 2020, HKEX published a consultation paper to Introduce a Paperless
Listing & Subscription Regime, Online Display of Documents and Reduction
of the Types of Documents on Display, leading to discussions on the future
possibility of paperless IPO. The consultation period ended on 24 September
2020 and HKEX is yet to publish the conclusions to the consultation.
Toppan Merrill reports that while registration copies are still required to be
printed in recent paperless listings, the number of printed prospectuses
and application forms printed has been declining. Alibaba was the first one
to go paperless with its HK IPO, followed by NetEase, JD.com and couple of
upcoming transactions. Without the relevant waivers granted by HKEX, printed
prospectuses and application forms remain necessary until HKEX releases new
guidelines on the implementation of paperless IPO following the consultation.
And due to restrictions resulting from the COVID-19 pandemic, traditional
centralized printer sessions have been transformed into multi-site sessions
enabled by online conferencing technologies. During this period, permutations of
wholly virtual and hybrid (physical + online) printer sessions were introduced to
the market and proven to be effective, as observed by Toppan Merrill.
As companies adapt to the ‘new normal’, advanced preparation is a critical
success factor in achieving a smooth IPO execution process. “Gathering,
organizing and exchanging information for the initial due diligence process can
strain a company’s resources. An end-to-end solution is critical for companies to
successfully navigate the IPO lifecycle,“ noted Jim Yuan, General Manager, China
of Toppan Merrill.

Gathering, organizing and exchanging information for
the initial due diligence process can strain a company’s
resources. An end-to-end solution is critical for companies to
successfully navigate the IPO lifecycle.
Jim Yuan
General Manager, China
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Datasite for IPOs Initial and secondary listing simplified
Managing an initial public offering requires the agility for keys stakeholders to quickly consider opportunities, assemble documentation, share information and adjust strategy.

1 Prepare

2 Review and approve

C-suite/Management team

3 List

Sponsors
Property
Valuers
Internal Control
Advisers

Board of directors

Internal Stakeholders

External Stakeholders
Underwriters

Shareholders

Industry
Consultant

IPO Project Management team
Committees (Accounting, Finance,
Compliance, Audit, IR, etc.)

Legal
Advisers
Auditors
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1 Prepare

2 Review and approve

3 List

Form A1 together with HKEX checklists
and other required documents
 Application proof prospectus
 Responses to questions from
HKEX and SFC
















Advanced draft prospectus
Due diligence checklist and relevant
documentation
Details of major customers, suppliers, and other
business partners and third parties
Documentation regarding the independent
interviews conducted with major customers,
suppliers, and other third parties
Verification notes with the relevant supporting
documents verifying each statement in the
prospectus
Industry report
Advanced draft accountants’ report
Advanced draft property valuation report
Advanced draft legal opinion for the businesses
in mainland China

Underwriting agreements
Cornerstone investment agreements
 [Research reports]
 [Roadshow presentation materials]
 Documents required for registration of
prospectus with Hong Kong Companies Registry
prior to its publication
 Prospectus
 Formal announcement
 Final offer price and allotment results
announcement



Hearing proof prospectus
HKEX checklists and other required
documents for submission to
HKEX before hearing
 Updated accountants’ report for
the stub period



* The list of documents featured above is non-exhaustive and is for reference only.

How Datasite Can Help




Build and launch your project quickly from the same
space. Make documents ready to share with integrated
and AI-powered redaction and automatic categorization,
in minutes.
Bulk redact sensitive information and data in seconds to
ensure data privacy compliance.





Stay on top of your deal progress with our advanced
analytics, while keeping sensitive data secure.
Improve decision-making and team oversight with our
workflow and centralized findings tool.





Facilitate closing and regulatory approvals with our in-app
Q&A tool.
Maintain the data after closure whether for compliance
purposes, integration, or simply shareholders management.
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