HKEx LISTING DECISION

Cite as HKEx-LD18-1 (October 2000) (Withdrawn in September 2009)
[This Listing Decision is no longer applicable after the rule amendments in January 2009 to align the requirements for material dilution in a major subsidiary and deemed disposal under Chapter 14 of Main Board Rules.]

	Summary

	Name of Party
	Company A - a listed company

	Subject
	Material dilution of major subsidiary - whether written shareholders' approval acceptable in lieu of resolution passed at shareholders' meeting

	Listing Rule
	Paragraph 19(1)(a)(ii) of Listing Agreement

	Decision 
	Shareholders' meeting required


Summary of Facts

Company A proposed to spin off certain of its major subsidiaries.  The spin-off would satisfy the requirements of Practice Note 15 of the Listing Rules. However, it would constitute both a major transaction for Company A under Chapter 14 of the Listing Rules as well as a material dilution of its interest in a major subsidiary for the purpose of paragraph 19(1)(a)(ii) of its Listing Agreement.  Hence, the approval of its shareholders in general meeting would be required for the spin-off.

Company A submitted that the interest of its controlling shareholder as a shareholder was in all respects identical with that of the other shareholders as a general body.  It therefore proposed to obtain a written approval of the spin-off from its shareholders in lieu of a resolution passed at a shareholders' meeting as permitted under Rule 14.10 for a major transaction.  Shareholders would be provided with a circular incorporating the advice of an independent financial adviser on the spin-off.

Analysis

Rule 14.10 expressly provides that shareholders' approval may be obtained either by convening a general meeting of the issuer or by means of the written approval of the transaction by a shareholder who holds or shareholders who together hold more than 50% in nominal value of the securities giving the right to attend and vote at such general meeting.

Rule 14.10, however, only applies to major transactions.  In the present case, the spin-off would constitute not only a major transaction for Company A but also a material dilution of its interest in a major subsidiary for the purpose of paragraph 19(1)(a)(ii).  Paragraph 19(1)(a)(ii) requires the consent of shareholders in general meeting to be obtained by an issuer prior to a material dilution by the issuer of an interest in a major subsidiary.  It does not provide for such consent to be obtained by means of a written approval in lieu of a meeting.

Decision

Company A was required to convene a general meeting for the purpose of obtaining shareholders' approval for the spin-off as required under paragraph 19(1)(a)(ii).


