HKEx LISTING DECISION

Cite as HKEx-LD27-2 (July 2001) (Withdrawn in September 2009)
[The principle underlying this Listing Decision was codified in the revised Main Board Rule 14.74(1) in March 2004.]
	Summary

	Name of Parties
	Company A 
- a listed company

Company B
- an independent third party 

	Subject
	Major transaction - call option - whether granting had to be made conditional on shareholders' approval

	Listing Rule
	Rule 14.10

	Decision
	Granting constituted the major transaction and had to be made conditional on shareholders' approval


Summary of facts

Company A proposed to grant a call option to Company B entitling Company B to purchase certain assets from Company A within a certain period of time.  The amount of consideration payable for the purchase upon exercise of the option was to be fixed at the time of grant.

The sale by Company A of the assets under the option would itself have constituted a major transaction for Company A under Chapter 14 of the Listing Rules. 

Company A enquired as to whether, for the purposes of Rule 14.10, it could wait until it had received notice that the option would actually be exercised before obtaining the requisite shareholders' approval.

Analysis

Rule 14.10 requires a major transaction to be made conditional on shareholders' approval.

Under the call option, Company A would not have any control over the exact timing of its exercise, this being entirely at the discretion of Company B.  From the moment the option was granted, Company A would be under a binding legal obligation to sell specified assets at a pre-determined consideration if and when Company B chose to exercise the option.

Accordingly, the granting of the option would constitute the major transaction.

Decision

The granting of the option had to be made conditional on shareholders' approval.

