HKEx LISTING DECISION

Cite as HKEx-LD24-3 (April 2001) (Withdrawn in September 2009)
[The principle underlying this Listing Decision was codified in Main Board Rule 14A.65(2)(b) in March 2004.]
	Summary

	Name of Parties
	Company A 
- a listed company

Mr. X
- a connected person of Company A

	Subject
	Connected transaction - financial assistance not in the ordinary and usual course of business - whether de minimis

	Listing Rule
	Rule 14.24(5)

	Decision
	Provided the financial assistance is on normal commercial terms and its total consideration or value is within the prescribed parameters, it will qualify for the de minimis exemption provided under Rule 14.24(5) (even if it is not in the ordinary and usual course of business of the listed issuer)


Summary of Facts

Company A proposed to provide a loan to Mr. X on normal commercial terms in an amount of less than HK$1,000,000.  

Such financial assistance to a connected person would constitute a connected transaction and Company A enquired whether the transaction would qualify for the de minimis exemption provided under Rule 14.24(5) of the Listing Rules.  Company A conceded that the loan would not be in the ordinary and usual course of its business and was concerned that the words "financial assistance in the ordinary and usual course of business of a listed issuer" in that Rule might mean that the loan would not qualify.

Analysis
Rule 14.24(5) provides that the following connected transaction is not normally subject to any disclosure or shareholders approval requirements as a connected transaction (but may otherwise be subject to other disclosure requirements): -

"any transaction on normal commercial terms (other than an issue by a listed issuer or any of its subsidiaries of new securities to a connected person which does not fall within [the exemption for top-up placings]) in which: -

(a)
the total consideration or value; or

(b)
in the case of the granting of financial assistance in the ordinary and usual course of business of a listed issuer but otherwise than on normal commercial terms, the total consideration or value together with the value of the preferential benefit received by the connected person (over the full term of the giving of the financial assistance), is or represents less than the higher of either:—

(i)
HK1,000,000; or

(ii)
0.03 per cent. 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) adjusted to take account of subsequent transactions …".

The Rule is clear.  Provided the transaction (in this case, the financial assistance) is on normal commercial terms and its total consideration or value is within the prescribed parameters, the transaction will qualify for the exemption provided under the Rule (even if it is not in the ordinary and usual course of business of the listed issuer).  The words "financial assistance in the ordinary and usual course of business of a listed issuer" in paragraph (b) of the Rule should not be misconstrued as meaning that, in order to qualify, the financial assistance has to be in the ordinary and usual course of business of the listed issuer.  Paragraph (b) merely provides for the method of determining eligibility for the exemption where the financial assistance is not already on normal commercial terms.

Decision


