HKEx LISTING DECISION

Cite as HKEx-LD19-3 (November 2000) (Withdrawn in September 2009)
[This Listing Decision is no longer applicable after the rule amendments in March 2004 to set out specific waiver conditions for acceptance of written shareholders’ approval in lieu of holding a general meeting approving a connected transaction.  The relevant rule after the rule amendments is Main Board Rule 14A.43.]
	Summary

	Name of Parties
	Company A – a listed company

Company B – a wholly owned subsidiary of Company A

	Subject
	Connected transaction - issue of shares in Company B to connected persons - whether written shareholders' approval acceptable

	Listing Rule
	Rule 14.26(3)

	Decision
	Shareholders' meeting required


Summary of Facts

As an incentive to certain newly-recruited key employees, Company B proposed to enter into an agreement under which such employees would be entitled to subscribe for shares in Company B at a nominal price. Certain of the employees were also directors of Company B and therefore connected persons of Company A.

The issue by Company B of shares to its directors would constitute an issue by a subsidiary of Company A of new securities for cash to connected persons. As such, the entering into of the agreement fell within Rule 14.26(3) of the Listing Rules and was subject to the disclosure and shareholder’s approval requirements of that Rule. 

Company A enquired as to whether, instead of convening a general meeting to approve the transaction, a written approval of the transaction by a shareholder who holds, or a closely-allied group of shareholders who together hold, more than 50% in nominal value of the securities giving the right to attend and vote at such general meeting would be acceptable to the Exchange.

Analysis

An issue by a listed issuer or any of its subsidiaries of new securities for cash to a connected person is a matter requiring detailed consideration and discussion by the shareholders of the listed company for which a general meeting would be the appropriate forum.

The requirements of Rule 14.26(3) should therefore not be waived.

Decision 

The issue by Company B of new shares for cash to its directors would constitute a connected transaction for Company A falling within Rule 14.26(3) requiring disclosure and shareholders' approval in a general meeting for which no waiver should be granted. 

