HKEx LISTING DECISION

Cite as HKEx-LD17-3 (September 2000) (Withdrawn in September 2009)

[This Listing Decision is no longer applicable after the rule amendments in March 2004 to clarify the treatment of an on-going transaction which has subsequently become a continuing connected transaction under Chapter 14A of Main Board Rules.  The relevant rule after the rule amendments is Main Board Rule 14A.41.]
	Summary

	Name of Parties
	Company A - a listed company

Company B - a joint venture company of Company A

Company C - Company A's joint venture partner in Company B

	Subject
	Transactions became on-going connected transactions following acquisition, but independent shareholders' approval not obtained

	Listing Rule
	Rule 14.26

	Decision 
	Breach of Rule 14.26


Summary of Facts

Company B and Company C had entered into an agreement pursuant to which Company B would make certain sales to Company C over a certain period.

Consequent upon a subsequent acquisition by Company A, Company B became a non- wholly owned subsidiary of Company A.

Analysis

Since Company C was a substantial shareholder of Company B, Company C had become a connected person of Company A immediately following the acquisition.  Accordingly, with effect from the date of the acquisition, the transactions under the agreement had become on-going connected transactions for Company A.

The total consideration payable under the agreement exceeded HK$10 million and represented more than 3% of the latest audited consolidated net tangible assets of Company A.  Therefore, the connected transactions exceeded the de minimis provisions of Rule 14.25(1) of the Listing Rules and, under Rule 14.26, would need to have been approved by the independent shareholders of Company A in order for them to continue.

Decision

Company A had failed to obtain the independent shareholders' approval necessary for the continuance of the on-going connected transactions which were being carried on since the acquisition.  Such failure amounted to a breach by Company A of Rule 14.26. 


