HKEx LISTING DECISION

Cite as HKEx-LD24-1 (April 2001) (Withdrawn in September 2009)
[The principle underlying this Listing Decision was codified in Main Board Rule 14A.64 in March 2004.]
	Summary

	Name of Parties
	Company A 
- a listed company

Company B 
- a non wholly owned subsidiary of Company A

Company C
- a non wholly owned subsidiary of Company B

	Subject
	Connected transaction - proportionate financial assistance to a company in which the listed issuer (or any of its subsidiaries) and a connected person are both shareholders - meaning of "proportionate" where interest indirectly held

	Listing Rule
	Rule 14.25(2)(b)

	Decision
	The percentage interest of the company directly holding the listed company's interest in the entity receiving financial assistance is taken as the proportionate interest


Summary of Facts

Company A had a 90% interest in Company B, which in turn had an 80% in Company C.  The remaining 20% of Company C was held by a director of Company A.

Company A proposed to provide financial assistance to Company C upon normal commercial terms (or better).  So as to constitute a connected transaction subject only to the disclosure requirements of Rule 14.25(2)(b) of the Listing Rules, it was proposed that such financial assistance would be "in proportion to" its equity interest in Company C.

Company A asked whether its attributable interest in Company C of 72% or its direct interest of 80% in Company C should be taken as its "proportionate" interest in Company C for the purpose of Rule 14.25(2)(b).

Analysis
Rule 14.25(2)(b) provides, among other things, that "a transaction a principal purpose or effect of which is the granting of financial assistance by a listed issuer to………..a company in which the listed issuer (or any of its subsidiaries) and a connected person are both shareholders, upon normal commercial terms (or better) and in proportion to the listed issuer’s equity interest in such company" is only subject to disclosure by way of:-

· a press notice containing brief details of the transaction which is published in the newspapers as soon as possible thereafter, if the total value of the financial assistance exceeds 15% of the book value of the net tangible assets of the issuer (as disclosed in the latest published audited accounts or consolidated accounts, as appropriate); and

· the inclusion of certain prescribed details of the transaction in the issuer’s next published annual report and accounts.

For the purposes of the Listing Rules, reference points should be determined in a manner that lends itself to a degree of consistency in its application.  A listed company's attributable interest in the entity receiving the financial assistance can, in instances where the shareholding structure is highly complex, be extremely difficult to determine without the need to exercise a certain degree of judgement.  A simple reference to the percentage interest of the company directly holding the listed company's interest in the entity receiving the financial assistance would therefore be the better choice.

Decision


