HKEx LISTING DECISION

Cite as HKEx-LD28-3 (August 2001) (Withdrawn in September 2009)
[The principle underlying this Listing Decision was codified in Main Board Rule 10.07(1) in March 2004.]
	Summary

	Name of Party
	Company A - a listed company

	Subject
	Agreement within 6 months of listing for issue of shares outside of 6-month period

	Listing Rule
	Rule 10.07(1)(a)

	Decision
	Agreement would contravene Rule 10.07(1)(a)


Summary of facts

Company A was an issuer which had been listed for less than 6 months.  It proposed to enter into an agreement which would involve it issuing shares outside of the period of 6 months from its date of listing.  The issue of shares would dilute the controlling shareholder's interest in Company A.

Company A enquired whether the entering into of such an agreement would be permitted having regard to the provisions of Rule 10.07(1)(a) of the Listing Rules.

Analysis

Rule 10.07(1)(a) provides that a person or group of persons shown by the listing document issued at the time of the issuer’s application for listing to be a controlling shareholder of the issuer shall not, in the period of 6 months from the date on which dealings in the securities of a new applicant commence on the Exchange, dispose of, and shall procure that the registered holder shall not dispose of, any of those securities of the issuer in respect of which he is or they are shown by that listing document to be the beneficial owner.

The Exchange is of the view that any dilution of a controlling shareholder's interest would amount to a deemed disposal by Company A’s controlling shareholder which, if it occurs within six months of Company A's listing, would be in breach of Rule 10.07(1)(a) (please refer to the relevant decision in Listing Decisions Series 1).

Rule 10.07(1)(a) is intended to prevent a controlling shareholding from disposing of any part of his shareholdings within the first 6 months after listing.  Investors in the newly-listed issuer are entitled to expect a degree of commitment to the issuer by a controlling shareholder. A disposal, including the entering into of an agreement for future disposal, by a controlling shareholder within such a short period after listing would show a lack of commitment on his part.  The Rule should therefore be interpreted in a way that is consistent with such an expectation.

Accordingly, the date on which the relevant agreement is entered into should be used to determine the date on which a deemed disposal by a controlling shareholder takes place.

Decision

Company A would need to wait until the expiry of the 6-month period before entering into any agreement involving an issue of shares which would dilute the controlling shareholder's interest, even where the issue would fall outside of the 6-month period.

