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HKEx Listing Decision on Calculation of Public Float

Quick Read

Hong Kong Exchanges and Clearing Limited (HKEx) 
published its listing decision “HKEx-LD8-2011” on 
29 April 2011 to determine whether it is necessary  
for a listed issuer (Listco A) to include convertible 
preference shares as part of its total issued share 
capital in calculating the public float of its listed 
shares. 

Background
Listco A proposed to enter into a transaction with a 
connected person for the acquisition of certain assets 
and proposed to issue convertible preference shares 
(CPS) as part of the consideration of the transaction. 

The major terms of the CPS are summarised as 
follows:

• They would be non-redeemable;

• Each CPS would be convertible into one ordinary 
share of Listco A (subject to adjustments); 

• On an “as converted” basis, the CPS holders would 
be entitled to dividends (if any) that would be 
payable to holders of ordinary shares; 

• The CPS holders would not have any voting 
rights at Listco A’s general meetings, save as for 
resolutions to amend the rights of the CPS holders 
or to wind up Listco A; 

• The CPS would not be listed although Listco A 
would apply to The Stock Exchange of Hong Kong 

Limited (SEHK) for a listing of the ordinary 
shares to be issued upon conversion of any CPS; 
and 

• The CPS holders would not be allowed to convert 
the CPS if it would result in the public float of the 
listed shares falling below the minimum level 
required (i.e. 25%) as prescribed in the Rules 
Governing the Listing of Securities on The Stock 
Exchange of Hong Kong Limited.

Issue 
The public float of Listco A’s listed shares exceeded 
25% of its total issued share capital before the 
proposed transaction. However, it would fall below 
the 25% threshold if the CPS were to be counted as 
part of the total issued share capital.

The issue to be considered by the SEHK was whether 
Listco A should include the CPS as part of its total 
issued share capital for the purpose of calculating the 
public float of its listed shares.

Decision 
The SEHK considered that the terms of the CPS were 
similar to debt securities. It was of the view that the 
public float would not be affected as a result of the 
issue of the CPS. Accordingly, Listco A was allowed 
to exclude the CPS as part of its total issued share 
capital for the purpose of calculating the public float 
of its listed shares.



Mayer Brown JSM operates in association with Mayer Brown LLP, Mayer Brown International LLP and Tauil & Chequer Advogados, a Brazilian Law partner-
ship with which Mayer Brown is associated.  Mayer Brown is a leading global law firm with offices in major cities across the Americas, Asia and Europe. Our 
presence in the world’s leading markets enables us to offer clients access to local market knowledge combined with global reach. 

We are noted for our commitment to client service and our ability to assist clients with their most complex and demanding legal and business challenges 
worldwide. We serve many of the world’s largest companies, including a significant portion of the Fortune 100, FTSE 100, DAX and Hang Seng Index com-
panies and more than half of the world’s largest investment banks. We provide legal services in areas such as corporate and securities; employment and 
benefits; environmental; finance; government and global trade; intellectual property; litigation; real estate; restructuring, bankruptcy and insolvency; and tax. 

OFFICE LOCATIONS AMERICAS: Charlotte, Chicago, Houston, Los Angeles, New York, Palo Alto, São Paulo, Washington DC
  ASIA: Bangkok, Beijing, Guangzhou, Hanoi, Ho Chi Minh City, Hong Kong, Shanghai
  EUROPE: Berlin, Brussels, Cologne, Frankfurt, London, Paris
TAUIL & CHEQUER ADVOGADOS in association with Mayer Brown LLP: São Paulo, Rio de Janeiro
ALLIANCE LAW FIRMS Spain (Ramón & Cajal); Italy and Eastern Europe (Tonucci & Partners)
Please visit www.mayerbrownjsm.com for comprehensive contact information for all Mayer Brown offices.

Mayer Brown is a global legal services organisation comprising legal practices that are separate entities (the Mayer Brown Practices). The Mayer Brown Practices are: Mayer Brown LLP, a limited liability 
partnership established in the United States; Mayer Brown International LLP, a limited liability partnership incorporated in England and Wales; Mayer Brown JSM, a Hong Kong partnership, and its 
associated entities in Asia; and Tauil & Chequer Advogados, a Brazilian law partnership with which Mayer Brown is associated. “Mayer Brown” and the Mayer Brown logo are the trademarks of the  
Mayer Brown Practices in their respective jurisdictions.

© 2011. The Mayer Brown Practices. All rights reserved. 

0511

Copies of the HKEx’s listing decision can be 
downloaded via the link below:

http://www.hkex.com.hk/eng/rulesreg/listrules/
listdec/Documents/ld8-2011.pdf
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