HKEx LISTING DECISION

Cite as HKEx-LD16-3 (August 2000) (Withdrawn in September 2009)
[This Listing Decision is no longer applicable after the rule amendments in March 2004 to clarify the circumstances under which excess applications by connected persons in rights issues or open offers will be exempt from the connected transaction requirements in Chapter 14A of Main Board Rules.  The relevant rule after the rule amendments is 14A.31(3).] 
	Summary

	Name of Parties
	Company A – a listed company

Company B – a shareholder and connected person of Company A

	Subject
	Connected person undertaking to apply for excess rights shares - whether the exemption for receipt of pro rata entitlement of securities is applicable

	Listing Rule
	Rule 14.24(6)(b)

	Decision 
	The undertaking to apply for excess rights shares meant that Company A would need to comply in full with the disclosure and shareholders' approval requirements of Chapter 14


Summary of Facts

Company B proposed to give an undertaking to accept, or procure acceptances of, its entitlement under a proposed rights issue of Company A.

In addition, Company B would undertake to apply for a certain number of excess rights shares. 

The arrangement constituted a connected transaction by virtue of Rule 14.23(1)(a) of the Listing Rules since it was a transaction between a listed issuer and a connected person.  Company A submitted that it fell within the exemption from disclosure and shareholders approval provided under Rule 14.24(6)(b) for an issue by a listed issuer of new securities to a connected person where the connected person receives a pro rata entitlement of securities in its capacity as shareholder.

Analysis

Company A would only qualify for the exemption under Rule 14.24(6)(b) if Company B received a pro rata entitlement of shares in its capacity as shareholder.

In the present case, however, Company B would not be applying for excess rights shares simply in its capacity as a shareholder of Company A.  Rather, it would be applying for such shares pursuant to an express undertaking to Company A to do so.

Decision

If Company B undertook to apply for excess rights shares, Company A would need to comply in full with the disclosure and shareholders' approval requirements of Chapter 14 of the Listing Rules with regard to connected transactions.


