HKEx LISTING DECISION

Cite as HKEx-LD31-3 (July 2002) (Withdrawn in September 2009)
[The principle underlying this Listing Decision was codified in paragraph 7(d)(vii) of Appendix 10 to Main Board Rules in January 2009.]

	Summary

	Name of Parties
	Company A
- a listed company

Mr X 
- the controlling shareholder and a director of Company A

	Subject
	Top-up placing during "blackout" period - whether dealing in shares by director

	Listing Rule
	Rule A3 of Appendix 10 (Model Code for Securities Transactions by Directors of Listed Companies)

	Decision
	Director must top up exactly to same number of shares sold and at same price as that at which existing shares were placed out


Summary of Facts

Company A enquired as to whether it could conduct a top-up placing with the assistance of Mr X during the "blackout" period prescribed under Rule A3 of Appendix 10 to the Listing Rules (Model Code for Securities Transactions by Directors of Listed Companies).

Analysis

Rule A3 provides as follows:


"
During the period commencing one month immediately preceding the earlier of:

(i) the date of the board meeting … for the approval of the issuer’s interim or annual results; and 

(ii) the deadline for the issuer to publish its interim or annual results announcement under its Listing Agreement,

and ending on the date of the results announcement, a director should not purchase any securities of the issuer nor should he sell any such securities unless the circumstances are exceptional…"

The Rule is to prevent a director from benefiting from price-sensitive information shortly before its publication.

In a top-up placing, the controlling shareholder, in placing out his existing shares in the company and subscribing for new shares to replace those placed out, is merely providing the company with a means to raise funds expeditiously.  Provided that the number of new shares subscribed is exactly the same as the number of existing shares placed out and the subscription price is the same as the price at which his existing shares were placed out, the net effect on the shareholder is nil.

Although under a strict interpretation of the Rule a director would be prevented from assisting a company in a top-up placing during the black-out period, the Exchange considered that a director should not be in breach if the conditions as to the number of shares and price as stated above were complied with.

(Under Rule 14.24(6)(a), the subscription is exempted from connected transaction requirements if the controlling shareholder subscribes for the new shares within 14 days after reducing his percentage interest in the company as a result of the placing.)

Decision

Company A was informed accordingly.

