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Hong Kong introduces new listing regime 

for SPACs 

December 23, 2021  |  Client Update 

An important chapter for Hong Kong’s capital markets is ready 

to be unveiled as the rules for establishing a new SPACs 

listing regime are set to take effect on January 1, 2022. In this 

update, we will look at the key features of Hong Kong’s new 

SPACs regime, including some key points to note for those 

interested in exploring to float in Hong Kong via this new 

alternative listing route. 

Introduction 

On September 17, 2021, The Stock Exchange of Hong Kong Limited (Stock Exchange) released 

its consultation paper (consultation paper) on proposals to create a listing regime for SPACs (special 

purpose acquisition companies) in Hong Kong.  

In the months that followed, the market was engaged in active consultation on the proposed regime, and 

many stakeholder groups contributed their thoughts and suggestions to the regulators. 

On December 17, 2021, the Stock Exchange issued the conclusions to the consultation paper 

(consultation conclusions), which includes the final listing rule amendments together with a guidance 

letter (guidance letter) for Hong Kong’s new SPACs listing regime effective January 1, 2022. 

As originally proposed, to address circumstances particular to Hong Kong, a unique feature of the new 

SPACs regime is that subscriptions and trading of SPAC securities prior to a “De-SPAC transaction” will 

be limited to qualifying “professional investors” only.  

Specific safeguards and thresholds have also been adopted to ensure that SPACs with experienced and 

reputable promoters that seek good quality “De-SPAC targets” are attracted to list in Hong Kong. 

While the Stock Exchange has decided to proceed broadly as proposed, there are various modifications 

and fine-tuning of the rules and guidance after taking into consideration market feedback. 

In this update, we will examine the key features of the new SPACs regime, noting in particular key areas 

where the final rules have been modified compared with the proposals in the consultation paper. 

What are SPACs? 

In brief, SPACs (or blank cheque companies) are shell companies with no operating business and are 

formed solely to raise capital through an initial offering (IPO) and listing on an exchange with the 

purpose of using the proceeds to identify and acquire a target business (De-SPAC target) within a 

specified timeframe.  

The SPAC will then merge with the De-SPAC target, the completion of which will lead to the resulting 

“Successor Company” becoming a listed company on the stock exchange (De-SPAC transaction).  

In addition to shares (SPAC shares), SPAC offerings may include an issue of warrants (SPAC warrants) 

which give holders the right to purchase shares in the SPAC at a set exercise price and a set 

time.  SPAC warrants are often viewed as a “sweetener” to compensate the SPAC’s initial investors for 

a lack of return on their investment until a De-SPAC transaction takes place.  

SPACs are typically formed by professional managers, usually with private equity, corporate finance and 

relevant industry experience (SPAC Promoters). As incentives, a special class of shares are often 

https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/September-2021-Special-Purpose-Acquisition-Co/Consultation-Paper/cp202109.pdf?la=en
https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/September-2021-Special-Purpose-Acquisition-Co/Conclusions-(Dec-2021)/cp202109cc.pdf
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issued to SPAC Promoters at a nominal value (Promoter shares) and a special class of warrants may 

also be issued exclusively to the SPAC Promoters (Promoter warrants). 

The new SPACs regime provides companies with the option to float in Hong Kong via a traditional IPO 

or via a De-SPAC transaction.  While each route has its own benefits, compared with traditional IPOs, a 

De-SPAC transaction can be a quicker and simpler route to access funding and may provide more 

flexibility in deal structuring and potentially a higher valuation for the De-SPAC target. 

What is Hong Kong’s new SPACs regime? 

The following diagram illustrates how a SPAC works under the new regime: 

 

A new chapter 18B will be added to the listing rules to regulate the listing of SPACs in Hong Kong.  

The listed securities of a SPAC will be assigned a special stock short name marker – the stock short 

names of SPAC shares will end with the marker “Z” and the stock short names of SPAC warrants will 

end with the marker “Z Y Y M M” or “Z Y Y” (with YY representing the expiring year and MM 

representing the expiry month of the SPAC warrants). 

Key points to note from the SPAC’s formation and initial listing, closing of a De-SPAC transaction 

through to the listing of the Successor Company are highlighted below: 

Topic Summary of final rules What’s new (or notable)? 

SPAC 

Promoters 
─ SPAC Promoters must meet the 

Stock Exchange’s suitability and 

eligibility requirements at the SPAC’s 

listing and on an ongoing basis for 

the lifetime of the SPAC (Rule 

18B.10) 

─ At least one SPAC Promoter has to 

be a firm that holds a Securities and 

Futures Commission (SFC) Type 6 

(advising on corporate finance) 

and/or a Type 9 (asset management) 

license (Rule 18B.10(1)) 

─ Two alternative ways to meet the 

licensing requirement: 

a) Waiver: the Stock Exchange will 

consider modifying or waiving 

the above licensing requirement 

if the SPAC Promoter has 

Suitability requirement  

The Stock Exchange 

emphasizes that it will adopt a 

“holistic approach” in 

determining the suitability and 

eligibility of a SPAC Promoter. 

Information to be provided for 

demonstrating the required 

character, experience, integrity 

and competence of a SPAC 

Promoter are set out in the 

new guidance letter 

 

The Stock Exchange will view 

favorably persons who have 

experience in managing assets 

with an average collective 

value of at least HK$8 billion 

over a continuous period of at 

least three financial years, or, 
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Topic Summary of final rules What’s new (or notable)? 

overseas accreditation that is 

equivalent to a SFC Type 6 

and/or Type 9 license  

b) Compliance through the 

controlling shareholder: the 

above licensing requirement can 

be met if the SPAC Promoter’s 

controlling shareholder satisfies 

the requirement, subject to (i) 

safeguards being in place to 

ensure the controlling 

shareholder’s oversight of the 

SPAC Promoter’s 

responsibilities; and (ii) the 

controlling shareholder giving an 

undertaking to the Stock 

Exchange that they will ensure 

the SPAC Promoter’s 

compliance with the applicable 

listing rules  

holding a senior executive 

position (e.g. CEO or COO) at 

an issuer that is or has been a 

constituent of the Hang Seng 

Index or an equivalent flagship 

index  

Examples of “equivalent 

flagship index” are S&P 500, 

NASDAQ-100 Index, Dow 

Jones Industrial Average and 

FTSE 100 

 

Licensing requirement 

For a SPAC Promoter that 

does not hold the requisite 

SFC license, there will be two 

alternative ways to meet the 

licensing requirement:  

– apply for a waiver if the 

SPAC Promoter has overseas 

accreditation equivalent to a 

SFC Type 6 and/or Type 9 

license; or 
 

– comply through its controlling 

shareholder  

Promoter 

shares 
─ At least 10% of the Promoter shares 

issued must be held by a SFC 

licensed SPAC Promoter (Rule 

18B.11) 

─ Cap on Promoter shares at 20% of 

the total number of shares in issue as 

at the SPAC’s listing date and, if the 

Promoter Shares are convertible, 

they must only be convertible into 

ordinary shares of the Successor 

Company on a one-for-one basis 

only (Rule 18B.29) 

Adopted proposal to require a 

SFC-licensed SPAC Promoter 

to hold at least 10% of 

Promoter shares and impose 

dilution caps on Promoter 

shares 

  

Promoter 

“earn-out”  
─ The Stock Exchange may agree to 

allow SPAC Promoters to have earn-

out rights to receive additional 

Successor Company shares after a 

De-SPAC transaction subject to 

(among others): 

a) the total number of ordinary 

shares of the Successor 

Company to be issued under (i) 

such earn-out rights (earn-out 

shares) and (ii) all Promoter 

Shares must, altogether, 

represent an amount not more 

than 30% of the total number of 

shares that the SPAC had in 

issue as at its listing date; 

b) the earn-out rights must only be 

convertible into earn-out shares 

subject to the satisfaction of 

objective performance targets, 

and if such targets are 

Acknowledging that SPAC 

Promoters may not be involved 

in the Successor Company’s 

management and operation 

(hence, may have no influence 

on its business performance), 

the Stock Exchange agrees to 

allow share prices of the 

Successor Company to be 

used as a performance target 

for the earn-out, provided that 

such targets meet the 

requirements in Note 1(b) to 

Rule 18B.29(1) 

 

The Stock Exchange has also 

concluded that a SPAC 

Promoter must not be granted 

earn-out rights through the 

issuance of Promoter shares at 

the SPAC’s initial listing.  
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Topic Summary of final rules What’s new (or notable)? 

determined by changes in the 

price of the Successor 

Company’s shares, such targets 

must meet the requirements in 

Note 1(b) to Rule 18B.29(1) 

c) SPAC shareholders (excluding 

SPAC Promoters and close 

associates) having granted 

approval, at the general meeting 

called to approve the De-SPAC 

transaction, of the earn-out 

rights; and such earn-out rights 

must be included in the 

resolution approving the De-

SPAC transaction;  

d) any instruments or securities 

representing the earn-out rights 

must only carry the earn-out 

rights and should not entitle their 

holders to any other rights such 

as voting and dividend rights; 

and 

e) if the De-SPAC transaction does 

not complete, the earn-out rights 

must be cancelled and become 

void (Note 1 to Rule 18B.29(1)) 

Instead, the following will be 

required: 

– the listing document for the 

SPAC’s initial listing must 

disclose any proposed earn-

out rights to be issued to a 

SPAC Promoter upon the De-

SPAC transaction completion; 

and 

– the material terms of the 

earn-out rights negotiated and 

agreed between the parties to 

the De-SPAC transaction must 

be set out in the 

announcement and the listing 

document for the De-SPAC 

transaction 

Promoter 

warrants 
─ Promoter warrants must: 

a) not be issued at less than 10% 

of the issue price of the SPAC 

shares at the SPAC’s initial 

offering; 

b) not entitle the holder, on the 

exercise of each Promoter 

warrant, to receive more than 

one share in the Successor 

Company; 

c) not contain terms that are more 

favorable than those of other 

SPAC warrants (Rule 18B.30) 

─ Subject to the overall 50% warrant 

dilution cap and the exercise price 

must represent at least a 15% 

premium to the issue price of the 

SPAC shares at the SPAC’s initial 

listing (see “Warrants” section below) 

─ Not exercisable during the period 

ending 12 months from the date of 

the completion of a De-SPAC 

transaction (Rule 18B.31) 

Instead of imposing a 

prohibition on issuance at less 

than “fair value”, the final rule 

matches market convention by 

prohibiting issue of Promoter 

warrants at less than 10% of 

the issue price of SPAC shares 

at initial offering, or that entitle 

the holder, on the exercise of 

each Promoter warrant, to 

receive more than one share in 

the Successor Company 

 

Added requirement on the 

minimum exercise price  

 

 

 

 

 

Beneficial 

ownership – 

Promoter 

shares / 

Promoter 

warrants 

─ Promoter shares and Promoter 

warrants may not be listed and may 

only be beneficially held by the SPAC 

Promoters save in exceptional 

circumstances (e.g. revocation of the 

license of a SPAC Promoter resulting 

in the departure of the transferor 

SPAC Promoter) where transfer 

Adopted the proposal that the 

beneficial ownership of 

Promoter shares and Promoter 

warrants must not be 

transferred by the SPAC 

Promoters but added the 

possibility of a waiver in 

exception circumstances  
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Topic Summary of final rules What’s new (or notable)? 

between the SPAC Promoters of the 

same SPAC may be permitted, 

provided that the transfer is subject 

to approval by SPAC shareholders 

(excluding SPAC Promoters and their 

associates) at a general meeting 

(Rules 18B.25 and 18B.26) 

where transfer between SPAC 

Promoters of the same SPAC 

may be permitted 

SPAC directors ─ At the SPAC’s listing and on an 

ongoing basis for the lifetime of the 

SPAC: 

a) any director nominated by a 

SPAC Promoter (whether or not 

SFC-licensed) for appointment 

to the SPAC’s board must be an 

“officer” (as defined under the 

Securities and Futures 

Ordinance (SFO)) of the SPAC 

Promoter. Where the SPAC 

Promoter is an individual, that 

person must be a director of the 

SPAC (Rule 18B.12)  

b) the SPAC’s board must include 

at least two Type 6 and/or Type 

9 licensed individuals (one of 

whom must be a director 

representing the SFC-licensed 

SPAC promoter) (Rules 18B.13 

and 18B.14)  

Instead of requiring the 

majority of the SPAC’s board 

be composed of 

representatives of the SPAC 

Promoters who nominate them 

as originally proposed, the 

SPAC’s board is required to 

have at least two Type 6 

and/or Type 9 SFC-licensed 

individuals (one of whom must 

be a director representing the 

SFC-licensed SPAC Promoter) 

SPAC IPO ─ At least HK$1 billion must be raised 

from the SPAC’s IPO (Rule 18B.08) 

─ SPAC shares must have an issue 

price of at least HK$10 each and a 

board lot size and subscription size 

of a value of at least HK$1 million 

(Rules 18B.03 and 18B.07) 

─ 100% of the gross proceeds of the 

offering (excluding proceeds raised 

from the issue of Promoter shares 

and Promoter warrants) must be held 

in cash or cash equivalents in a ring-

fenced escrow account domiciled in 

Hong Kong operated by a qualified 

trustee or custodian (Rules 18B.16 to 

18B.18) 

─ Save for interests earned on monies 

held in the escrow account, the funds 

must not be released to any person 

other than for purposes of: 

a) distribution to SPAC 

shareholders in the event of a 

redemption or a return of funds 

to SPAC shareholders in 

accordance with chapter 18B; or 

b) completing a De-SPAC 

transaction (Rule 18B.19) 

─ Interests or other income earned on 

monies held in the escrow account 

In line with other major SPAC 

markets, interests accrued on 

monies in the SPAC’s escrow 

account will no longer be 

required to be ring-fenced for  

redemption or return of funds 

to shareholders or completion 

of a De-SPAC transaction, and 

can be used by the SPAC to 

pay its expenses 
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Topic Summary of final rules What’s new (or notable)? 

may be used by a SPAC to settle its 

expenses (Rule 18B.20) 

─ The 1% brokerage fee requirement 

under the listing rules will be waived 

in respect of placing of securities by 

a SPAC at its initial listing (Paragraph 

7, Appendix 8 of the listing rules) 

SPAC IPO 

sponsor 
─ The listing application of a SPAC 

should be submitted no earlier than 

one month after the date of the last 

sponsor’s formal appointment (Rule 

18B.78) 

─ With regards to sponsor’s conduct of 

due diligence, paragraph 17 of the 

SFC’s code of conduct and practice 

note 21 of the listing rules should be 

complied with by a SPAC IPO 

sponsor to the extent applicable 

(Rule 18B.77) 

The Consultation Conclusions 

clarified that where a firm has 

been appointed as a sponsor 

by the SPAC for its IPO, such 

firm could act as an 

independent sponsor for the 

Successor Company’s listing 

as long as there is no “current 

business relationship” at the 

time of the De-SPAC 

transaction, and the sponsor 

met all other independence 

requirements 

SPAC investors  ─ Subscription for and trading of SPAC 

securities before a De-SPAC 

transaction would be limited to 

professional investors only (i.e., 

institutional or non-institutional 

professional investors meeting the 

relevant qualification requirements 

under the SFO) (professional 

investors)  (Rule 18B.03) 

Adopted the proposal to restrict 

the subscription and trading of 

SPAC securities to 

professional investors only 

The restriction will not apply to 

the Successor Company, the 

securities of which can be 

traded by public investors  

Warrants ─ All warrants (including SPAC 

warrants and Promoter warrants) 

must be approved by the Stock 

Exchange prior to the issue or grant 

thereof and, after the SPAC’s listing, 

by shareholders in a general meeting 

(Rule 18B.21) 

─ Each warrant must: 

a) have a minimum exercise price 

representing at least 15% 

premium to the issue price of the 

SPAC shares at the SPAC’s 

initial listing; 

b) only be exercisable after the 

completion of a De-SPAC 

transaction; and 

c) expire not less than one and not 

more than five years from the 

completion of a De-SPAC 

transaction and, must not be 

convertible into further rights to 

subscribe for securities which 

expire less than one year or 

more than five years after the 

completion of a De-SPAC 

transaction (Rule 18B.22) 

─ The number of shares to be issued 

upon exercise of all outstanding 

warrants must not, if all such rights 

Rule amended to clarify that 

the SPAC Promoters and their 

close associates must abstain 

from voting on an issue or 

grant of Promoter Warrants to 

them  

 

Added the minimum exercise 

price requirement   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Overall warrant dilution cap 

increased to 50% 
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Topic Summary of final rules What’s new (or notable)? 

were immediately exercised, exceed 

50% of the number of shares in issue 

at the time such warrants are issued 

(Rule 18B.23)  

─ Requires (i) prominent disclosure of 

the dilutive effect of all warrants to be 

included in the listing document for 

the De-SPAC transaction (Rule 

18B.51); and (ii) immediately upon its 

listing, the Successor Company must 

separately announce the dilutive 

effect of the warrants (Rule 18B.68) 

No more separate cap on 

Promoter warrants and no 

more cap on warrant to share 

ratio  

More prominent disclosure on 

the dilutive effect of all 

warrants required 

 
 

SPAC 

securities 

distribution 

(open market 

requirements) 

─ A SPAC must distribute each of 

SPAC shares and SPAC warrants to 

a minimum of 75 professional 

investors, of which 20 must be 

institutional professional investors 

and such institutional professional 

investors must hold at least 75% of 

the securities to be listed (Rule 

18B.05) 

─ The SPAC must also meet other 

open market requirements as 

applicable to a new listing, including:  

a) not more than 50% of securities 

in public hands at the time of a 

SPAC’s listing can be 

beneficially owned by the three 

largest public shareholders; and 

b) at least 25% of each of the 

SPAC’s total number of issued 

shares and issued warrants be 

at all times held by the public 

The required minimum number 

of institutional professional 

investors is reduced from 30 

(as originally proposed) to 20 

Trading 

arrangements / 

restrictions 

─ Separate trading of SPAC shares 

and SPAC warrants from the initial 

listing date onwards (Rule 18B.06) 

─ SPAC Promoters (including their 

directors and employees), SPAC 

directors and SPAC employees, and 

their respective close associates are 

prohibited from dealing in any 

SPAC’s listed securities prior to the 

completion of a De-SPAC transaction 

(Rule 18B.15) 

Adopted the proposal to allow 

SPAC shares and SPAC 

warrants to trade separately 

from the date of initial listing  

The Stock Exchange has 

decided to allow both manual 

trades and automatic matching 

of orders with its “Volatility 

Control Mechanism” (VCM) to 

mitigate risks of volatility in 

SPAC securities trading 

Material change 

in SPAC 

Promoters / 

directors 

─ The continuation of a SPAC must be 

approved by (i) a special resolution of 

SPAC shareholders (excluding the 

SPAC Promoter and its close 

associates) and (ii) the Stock 

Exchange following a material 

change in any of the below:  

a) a SPAC Promoter who (alone or 

together with its close 

associates) controls 50% or 

more of the Promoter shares or 

(where no single SPAC 

Promoter controls 50% or more 

The final rule differs from that 

originally proposed to: 

 

– require the SPAC’s 

continuation following a 

material change (rather than 

the change itself) to be voted 

on by shareholders and to be 

subject to the approval of the 

Stock Exchange; 

 

– add material change in the 

SPAC’s SFC-licensed director 
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Topic Summary of final rules What’s new (or notable)? 

of the Promoter shares) the 

single largest SPAC Promoter;  

b) a SPAC Promoter holding the 

requisite SFC license;   

c) the eligibility and/or suitability of 

a key SPAC Promoter referred 

to in (a) or (b) above; or 

d) a SPAC director holding the 

requisite SFC license (unless a 

replacement director is 

appointed within six months to 

ensure compliance with the 

relevant requirement) (Rule 

18B.32) 

─ Prior to the vote on the SPAC’s 

continuation, the SPAC shareholders 

(other than holders of the Promoter 

shares) must be given the 

opportunity to redeem their shares 

(Rule 18B.33) 

─ If a SPAC fails to obtain the requisite  

approvals within one month from the 

material change, the SPAC must 

return the funds it raised from its 

initial listing to its shareholders and 

de-list from the Stock Exchange 

following a trading suspension (Rule 

18B.34) 

as an event requiring the 

approvals; and  

 

– require approvals to be 

obtained only upon a material 

change in key SPAC 

Promoters (instead of a 

change in any SPAC 

Promoter) 

 

 

 

 

De-SPAC 

deadlines 
─ A SPAC must announce the terms of 

a De-SPAC transaction within 24 

months and complete the De-SPAC 

transaction within 36 months of the 

SPAC’s listing  (Rules 18B.69 and 

18B.70) 

─ Extension of either deadline (for a 

period of up to six months) will need 

to be approved by the SPAC 

shareholders (excluding SPAC 

Promoters and their close 

associates) and agreed by the Stock 

Exchange (Rule 18B.71) 

─ Prior to a vote on an extension of a 

deadline, holders of SPAC shares 

must be given the opportunity to elect 

to redeem their shares (Rule 18B.57) 

─ If the SPAC fails to meet either 

deadline (extended or otherwise), its 

trading may be suspended by the 

Stock Exchange and, following the 

trading suspension, will be subject to 

the return of funds and de-listing 

procedures set out in chapter 18B 

(Rules 18B.73 to 18B.75) 

Proposal adopted with minor 

change to provide the Stock 

Exchange with discretion not to 

impose a suspension based on 

the individual circumstances, 

instead of an automatic 

suspension as originally 

proposed  

De-SPAC target   ─ A De-SPAC target must have a fair 

market value representing at least 

80% of the funds raised by the SPAC 

The Stock Exchange expects 

confirmation from the SPAC’s 

board to be provided on the 
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Topic Summary of final rules What’s new (or notable)? 

from its initial listing (prior to any 

redemptions) (Rule 18B.39) 

 

 

satisfaction of the “fair market 

value” requirement 

 

When assessing the board’s 

confirmation opinion, the Stock 

Exchange will take into 

account factors such as the 

basis of the opinion, the 

negotiated value of the De-

SPAC target, the sponsor’s 

opinion, the amount committed 

by, involvement of and 

validation by the independent 

third-party investors and the 

valuation of comparable 

companies   

Mandatory 

PIPE 

investment 

─ The terms of a De-SPAC transaction 

must include investment from third- 

party investors who must meet 

independence requirements 

consistent with those that apply to an 

independent financial adviser (PIPE 

investments). All such investors must 

be professional investors (Rule 

18B.40) 

─ Investments made by such investors 

must result in their beneficial 

ownership of the listed shares in the 

Successor Company (Rule 18B.43) 

 

Added the requirement that all 

PIPE investors must be 

professional investors 

 

Clarified that the mandatory 

PIPE investments should be 

made in the form of shares in 

the Successor Company. This 

means that the mandatory 

portion of PIPE investments 

cannot be made in forms of 

investment with downside 

protection (such as convertible 

bonds)  

Minimum size 

of PIPE 

investment 

─ The amount raised from the 

mandatory PIPE investments must 

constitute at least the percentage of 

the negotiated value of the De-SPAC 

target (NV) as set out below (Rule 

18B.41): 

 NV (in HK$ billion) Minimum PIPE 

investment as a 

percentage of NV 

< 2 25% 

2 - < 5 15% 

5 - < 7 10% 

=> 7 7.5% 

> 10 Waiver to be 

considered on a 

case-by-case basis  

 

Replaced the original proposal 

with staggered PIPE 

investment size thresholds 

relative to the negotiated value 

of a De-SPAC target to support 

the target’s valuation and the 

level of investor interest in the 

Successor Company 

 

 

 

 

 

 

 

 

 

Significant 

investment 

from 

sophisticated 

investors 

─ At least 50% of the mandatory PIPE 

investment must come from at least 

three sophisticated investors, each 

being an asset management firm with 

assets under management of at least 

HK$8 billion or a fund of a fund size 

of at least HK$8 billion 

─ A fund managed by a fund manager 

that has assets under management 

of at least HK$8 billion would qualify 

Replaced the original proposal 

with requirement for at least 

50% the mandatory PIPE 

investments from at least three 

sophisticated investors to 

ensure that a substantial 

proportion of the investments 

originates from large 

institutional investors 
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Topic Summary of final rules What’s new (or notable)? 

as a sophisticated investor for this 

purpose (Rule 18B.42 and new 

guidance letter) 

No longer requires a single 

PIPE investor to take up 5% of 

the Successor Company  

Shareholder 

approval  
─ A De-SPAC transaction must be 

conditional on approval by SPAC 

shareholders at a general meeting 

(Rule 18B.53) 

─ Shareholders with a material interest 

in the transaction, SPAC Promoters 

and their close associates must 

abstain from voting on the De-SPAC 

transaction (Rule 18B.54) 

─ The terms of any third-party 

investment (including PIPE 

investment) obtained for completing 

a De-SPAC transaction must be the 

subject of the SPAC shareholders’ 

vote at the general meeting (Rule 

18B.55) 

Clarified that the terms of the 

third-party / PIPE investments 

could be voted on with the De-

SPAC transaction as one 

resolution, or separately 

      

 

 

 

Redemption 

option 
─ SPAC shareholders must be given 

the opportunity to elect to redeem all 

or part of their holdings of SPAC 

shares (for an amount per SPAC 

share which must be not less than 

the price at which the SPAC shares 

were issued at the SPAC’s initial 

listing) prior to a general meeting to 

approve: 

a) the SPAC’s continuation 

following a material change in 

key SPAC Promoters or the 

SPAC’s SFC-licensed directors 

as referred to in Rule 18B.32 

(see above) 

b) an extension of the deadline for 

announcing or completing a De-

SPAC transaction (see above); 

or 

c) a De-SPAC transaction (Rule 

18B.57) 

─ The redemption and the return of 

funds to redeeming shareholders 

must be completed – in respect of (a) 

and (b) above, within one month of 

approval of the resolution at a 

general meeting; and, in respect of 

(c) above, within five business days 

following completion of the 

associated De-SPAC transaction 

(Rule 18B.59) 

 

 

Instead of aligning 

shareholders’ redemption 

option to their vote cast against 

a resolution as originally 

proposed, the SPAC 

shareholders will be able to 

redeem their shares 

irrespective of how they cast 

their vote  

 

Clarified that with respect to 
redemption in relation to a 
shareholder vote on the 
continuation of the SPAC 
following a material change or 
extension of deadlines, the 
redemptions are subject to the 
approval of the relevant 
resolution 
 

In light of the removal of the 

alignment of redemption option 

with shareholders’ voting, the 

PIPE investment requirements 

have been strengthened to 

ensure there are safeguards 

on the terms and valuation of a 

De-SPAC transaction 

Successor 

Company – 

deemed new 

listing 

─ Successor Company must meet all 

new listing requirements, including 

the minimum market capitalization  

requirements and financial eligibility 

Adopted the proposal to 

require the Successor 

Company to meet all new 

listing requirements, including 
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tests, due diligence and documentary 

requirements (Rule 18B.36) 

─ The Successor Company will not be 

considered to be eligible if it qualifies 

for listing only by virtue of the 

application of chapter 21 of the listing 

rules (i.e. an investment company) 

(Rule 18B.38) 

─ Where the Successor Company is 

listing a biotech company or a 

mineral company, the new listing 

requirements as applicable to such 

company under the listing rules will 

need to be met (Rule 18B.36) 

─ The listing of a Successor Company 

with a weighted voting rights (WVR) 

structure will only be permissible if 

the applicable requirements of the 

listing rules for WVR companies are 

met 

─ At least one sponsor must be 

appointed to assist with the 

Successor Company’s listing 

application and conduct sponsor due 

diligence. At least one sponsor must 

be independent of the Successor 

Company 

─ The sponsors must be formally 

appointed at least two months before 

the filing of the Successor 

Company’s listing application (Rule 

18B.37) 

the IPO sponsor appointment 

and due diligence 

requirements 

Open market in 

Successor 

Company 

─ Successor Company must have at 

least 100 professional investors at 

the time of its listing 

─ Successor Company will also need to 

meet the public float requirements 

that:  

a) at least 25% (unless a lower 

percentage is agreed by the 

Stock Exchange) of its total 

number of issued shares are at 

all times held by the public; and  

b) not more than 50% of its 

securities in public hands at the 

time of its listing can be 

beneficially owned by the three 

largest public shareholders (Rule 

18B.65) 

Replaced the requirement for 

100 shareholders with 100 

professional investors  

Forward 

looking 

information 

─ If forward looking statements are 

included in the De-SPAC 

transaction’s listing document, such 

information shall conform to the 

existing listing rule requirements as 

applicable in a traditional IPO (e.g. 

statements on future profits or 

dividend forecasts based on 

The Stock Exchange did not 

see a valid case for lowering 

requirements on forward 

looking statements for SPACs 

and continues to require that 

they be formulated on a 

reasonable basis and verified 
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assumed future profits should be 

supported by a formal profit forecast 

reported on by the sponsor) (Rule 

18B.49) 

to the same standard as that 

required for a traditional IPO 

Liquidation / 

delisting 
─ Trading may be suspended if the 

SPAC is unable to: 

a) announce or complete the De-

SPAC transaction within the 

prescribed deadline (extended or 

otherwise)(see above); or 

b) obtain the shareholders’ 

approval and the Stock 

Exchange’s approval for the 

SPAC’s continuation following a 

material change in key SPAC 

Promoters or the SPAC’s SFC-

licensed directors as referred to 

in Rule 18B.32 (see above) 

(Rule 18B.73)  

─ Within one month of the suspension, 

the funds raised at the SPAC’s initial 

offering  as held in the escrow 

account must be returned to all 

holders of SPAC shares on a pro rata 

basis (for an amount per share not 

less than the price at which the 

shares were issued at the SPAC’s 

initial offering) (Rule 18B.74) 

─ Upon such return of funds, the Stock 

Exchange will cancel the SPAC’s 

listing following publication of an 

announcement   

The rules are modified to 

clarify that the delisting of a 

SPAC should take place before 

its liquidation 

Lock-ups ─ SPAC Promoter is prohibited from  

disposing holdings in the Successor 

Company during the period ending 

12 months from the date of 

completion of the De-SPAC 

transaction (Rule 18B.66) 

─ Controlling shareholder of the 

Successor Company may not 

dispose of its holdings in the first six 

months of the Successor Company’s 

listing and may not dispose of its 

holdings in the second six months 

following the listing if that would 

result in it ceasing to be a controlling 

shareholder (Rule 18B.67) 

Clarified the scope of securities 

subject to the SPAC Promoter 

lock-up includes all Successor 

Company securities 

beneficially owned by the 

SPAC Promoter as a result of 

the issue, conversion or 

exercise of Promoter shares, 

Promoter warrants and any 

earn-out rights 
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Application of 

the Takeovers 

Code 

─ The Takeovers Code will apply to a 

SPAC prior to the completion of a 

De-SPAC transaction  

─ On the other hand, the Takeovers 

Executive agrees that the mandatory 

general obligation under Rule 26.1 of 

the Takeovers Code should normally 

be waived in respect of a De-SPAC 

transaction that would result in the 

owner of the De-SPAC target 

obtaining control (i.e. 30% or more 

voting rights) in the Successor 

Company (De-SPAC waiver) 

─ Factors the Takeovers Executive will 

take into account when considering 

the waiver application include any 

holdings of the De-SPAC target 

owner (and its concert parties) in the 

shares of the SPAC and dealings by 

them, and any relationships between 

the De-SPAC target owners and the 

SPAC Promoters, and parties acting 

in concert with any of them 

─ The Takeover Executive will be 

particularly concerned with situations 

where the De-SPAC target owner or 

parties acting in concert with it 

acquire SPAC shares prior to or 

during the course of the De-SPAC 

transaction to influence the outcome 

of the approval of the De-SPAC 

transaction. The existence of parties 

acting in concert will not, in itself, 

cause a De-SPAC waiver not to be 

granted. The concern arises where 

such concert parties may influence 

the outcome of the approval of the 

De-SPAC transaction by voting at the 

relevant shareholders’ meeting 

New SFC Practice Note 23 

issued to provide guidance on 

the application process for a 

De-SPAC waiver 

 

Implementation and next step 

The rules and the guidance letter for SPACs will take effect on January 1, 2022.  

The new SPACs listing regime opens an important new chapter for Hong Kong’s capital markets and we 

look forward to its successful implementation. 

  

https://www.sfc.hk/-/media/EN/files/CF/pdf/Practice_Notes/Practice-Note-23-ENG-20211217.pdf
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Miranda So +852 2533 3373 miranda.so@davispolk.com 

Xuelin (Steve) Wang +852 2533 1092 xuelin.wang@davispolk.com 

Howard Zhang +86 10 8567 5002 howard.zhang@davispolk.com 
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Kevin Zhang +852 2533 3384 kevin.zhang@davispolk.com 
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