HKEx LISTING DECISION

Cite as HKEx-LD24-2 (April 2001) (Withdrawn in September 2009)
[The principle underlying this Listing Decision was codified in Main Board Rule 14A.11(4)(b) in March 2004.]
	Summary

	Name of Parties
	Company A 
- a listed company

Mr X 
- a director of Company A

Mr Y
- a brother of Mr X

	Subject
	Connected transaction - whether the word "cohabiting" in Rule 14.03(2)(a)(ii) qualifies all the categories of relative mentioned in that Rule

	Listing Rule
	Rule 14.03(2)(a)(ii)

	Decision
	Only a spouse can "cohabit"


Summary of Facts

Company A proposed to enter into a transaction with Mr Y.

Rule 14.03(2)(a)(ii) of the Listing Rules provides that, for the purposes of the connected transactions requirements, references to a connected person include:-

“any person cohabiting with a director, chief executive or substantial shareholder of the issuer or any of its subsidiaries as a spouse or any relative of a director, chief executive or substantial shareholder of the issuer or any of its subsidiaries, including:-

(A) a child or step-child of the age of 18 or over;

(B) a parent or step-parent;

(C) a brother, sister, step-brother or step-sister; or

(D) a mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law or sister-in-law,

whose association with that director, chief executive or substantial shareholder is such that, in the opinion of the Exchange, the proposed transaction should be subject to the [connected transactions requirements]”.
Company A submitted that Mr Y was not a connected person of Company A as he did not reside at the same address as Mr X and thus was not a person "cohabiting" with a director.  Accordingly, Company A submitted that the proposed transaction would not constitute a connected transaction.
Analysis
The term "cohabit" connotes more than merely "residing at the same address".  It is generally used only to describe two people living together in a conjugal or quasi-conjugal relationship.

Hence, the words in Rule 14.03(2)(a)(ii) “person cohabiting with a director, chief executive or substantial shareholder of the issuer or any of its subsidiaries" can only refer to a spouse and not to any of the other categories of relative set out in that Rule.

Furthermore, where a person falls within one of the categories of relative of a director, chief executive or substantial shareholder of a listed company or any of its subsidiaries expressly referred to in Rule 14.03(2)(a)(ii), the mere relationship is sufficient to constitute such person a connected person pursuant to that Rule (please refer to the relevant decision in Listing Decisions Series 14).

Decision

Mr Y, being a brother of a director of Company A, was a connected person of Company A and the transaction which Company A proposed to enter into with him would constitute a connected transaction.

