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SFC’s Warning on Listing Application 
Documents Standard  

In its latest edition of the Dual Filing Update, the Securities and Futures Commission (SFC) 
reminds sponsors to thoroughly understand their listing applicants and to critically assess whether 
the disclosures in the listing applications are sufficient in the circumstances.  

The SFC specifically highlighted the following areas of concerns regarding sponsors:  

1. Failing to properly identify relationships of significant stakeholders to the listing applicants and 
to explain them in the prospectus;  

2. Giving inadequate and potentially materially inaccurate explanations on the listing applicants’ 
financial performance; and 

3. Failing to identify material non-compliance with rules and regulations that may have a 
potential adverse impact on the operations of the listing applicants. 

The SFC specifically highlighted the following areas of concerns regarding listing 
applicants: 

4. Some listing applicants in the mining industry did not provide sufficient disclosure for an 
informed assessment of the feasibility of their projects; and  

5. Some foreign incorporated listing applicants did not provide comprehensive details of the risks 
and obligations to which potential investors are subject. 

The above issues are discussed in further detail below: 

1. Relationship with significant stakeholders 

The SFC points out that in a number of cases, it appeared that the sponsors failed to disclose 
material information on the relationship between the listing applicant and significant stakeholders, 
such as distributors and suppliers. Such information is important for investors’ understanding of 
the applicant’s business. 

The SFC stresses the importance of using professional skepticism by the sponsor when examining 
relationship between the listing applicant and significant stakeholders, such as distributors and 
suppliers, and particularly in the identification of related party transactions, otherwise it may lead 
to inefficiencies and unnecessary delay in the listing process.  

2. Explanations on financial performance 

The SFC also points out that explanations on listing applicants’ financial performance in draft 
listing documents are often inadequate and, in some extreme cases, potentially materially 
inaccurate. In a number of cases, coherent explanations were made only after several rounds of 
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requisitions made by the regulators. A clear picture of the prospects and profitability of the listing 
applicants is essential for investors to reach an informed investment decision. 

3. Identification and assessment of non-compliance with rules and regulations 

The SFC reminds the sponsors that in some circumstances, the sponsor would need to obtain 
specialist support to ascertain the listing applicant’s compliance with special rules and regulations.  
Where the sponsor lacks the relevant expertise in assessing the listing applicant’s compliance with 
special rules and regulations, to properly discharge its responsibilities, the sponsor would need to 
consult its own independent advisers and obtain clarification from the competent authorities as 
appropriate. 

The sponsors should have been able to identify and correct the deficiencies before filing the listing 
applications. Sponsors are expected to gain a thorough understanding of the applicant through 
proper due diligence and to critically assess whether the disclosure in the listing application is 
sufficient in the circumstances. Failures to exercise professional skepticism and any attempt to 
avoid full disclosures of material information until requisitions or enquiries by the regulators would 
only create inefficiencies and unnecessary delays in the listing process. More importantly, it would 
also reflect negatively on the credibility of the application and the sponsor concerned. Undue 
reliance on regulators’ enquiries in making disclosures may call into question whether sponsors’ 
due diligence has been properly performed, and whether there are possible material non-
disclosures that cannot be uncovered by the regulators through their review of the draft listing 
documents. It is the responsibility of the sponsors and other professional parties, and not the 
regulators, to ensure that proper due diligence is done in respect of listing applications. 

4. Disclosure of feasibility of projects by mining companies 

Many mining companies seeking a listing may still be at the stage of exploration and development 
and have yet been able to generate any revenue. SFC stresses that it is of particular importance 
that they provide sufficient disclosure for investors to assess the feasibility of their projects, 
including but not limited to, the disclosure of their mining or exploration rights and other requisite 
regulatory approvals crucial for the mining activities, the construction and financing plan, and the 
timeframe for commercial production. 

In a number of the cases reviewed, the listing applicants’ financial conditions depended on the 
success of their projects but the necessary permits and approvals from the relevant authorities 
had yet to be obtained. In addition, the applications provided limited information as to how the 
applicants planned to develop the transportation infrastructure for their production activities and 
delivery of products to customers. It was only upon SFC's repeated requests that additional 
disclosures were made for an informed assessment of the applicants’ projects. 

5. Disclosure of investors’ risks and obligations when investing in foreign incorporated companies 

The SFC noted disclosure deficiencies in various cases where the listing applicant’s place of 
incorporation was recognized as an acceptable jurisdiction only recently. 

In these cases, the listing applicants did not provide full details of the obligations to which 
potential investors may be subjected. Without such information, investors could be unknowingly 
exposed to potential consequences of non-compliance as they may not be familiar with the legal or 
regulatory system in the relevant jurisdiction. Listing applicants from such jurisdictions are 
reminded to highlight the relevant risks and obligations of shareholders in order to facilitate 
investors’ understanding of their potential obligations and exposure, and how investors may be 
able to fulfill the obligations. These obligations could cover a wide range of areas, including the 
disclosure obligation of shareholders’ interest and tax payments on capital gains and dividends. 
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If you have any questions concerning these developing issues, please do not hesitate to contact 
any of the following Paul Hastings lawyers: 

Hong Kong  

Raymond Li  
852-2867-9967 
raymondli@paulhastings.com  

  

Sammy Li 
852-2867-9961 
sammyli@paulhastings.com  

  

Catherine Tsang 
852-2867-9970 
catherinetsang@paulhastings.com 

18 Offices Worldwide Paul, Hastings, Janofsky & Walker LLP www.paulhastings.com 
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