
10 January 2020  
 

Mingyuan Medicare Development Company Limited – Listing Review Committee 
  

On 18 December 2019, the Listing Review Committee heard an application by Mingyuan Medicare 
Development Company Limited (the Company) for a review of the decision of the Listing Committee, set 
out in a letter dated 16 August 2019, cancelling the Company’s listing on the Main Board. 
  
Having carefully considered all the facts and evidence, and all the submissions (written and oral) presented 
by the Company and the Listing Department, the Listing Review Committee decided that the Company’s 
listing should be cancelled under Rule 6.01A. 
  
We set out below the Listing Review Committee’s reasons for its decision. Please note that this necessarily 
represents only a summary of the Listing Review Committee’s analysis, and does not purport to set out 
exhaustively the facts or address all of the arguments presented. 
  
1. The Company is a holding company with subsidiaries operating in the health care business. As 

explained further below, the Company has lost control of some of its subsidiaries. 
  

2. The Company’s shares have been listed on the Main Board since March 1986, although trading has 
been suspended since 1 April 2015. In October 2017, the Securities and Futures Commission also 
directed a suspension of all dealings in the Company’s shares under section 8(1) of the Securities 
and Futures (Stock Market Listing) Rules. 
  

3. The original trading suspension arose pending publication of the Company’s annual results for the 
year ended 31 December 2014. The Company’s then auditor, Deloitte Touche Tohmatsu (Deloitte), 
was unable to verify a bank balance of RMB 420 million held by one of the Company’s 
subsidiaries. Deloitte resigned as auditor in December 2015 as the Company had not adopted 
Deloitte’s recommendation to conduct an independent forensic investigation into the matter of the 
unverified bank balance. 
  

4. Two of the Company’s shareholders, who were also the legal representatives of two of the 
Company’s subsidiaries (the Shanghai Subsidiaries), have taken, or have attempted to take, control 
over the Shanghai Subsidiaries – they have possession of the relevant seals and original licence 
certificates and refuse to surrender them. 
  

5. Certain conditions were imposed on the Company that had to be met to the satisfaction of the 
Listing Department before the Company could resume trading. Amongst other things, these 
included requirements that the Company should: 
  

  (a)    conduct a forensic investigation in relation to the unverified bank balance, disclose the 
findings, assess the impact on the Company, and take appropriate remedial actions; 
  

  (b) publish all outstanding financial results and address any audit qualifications; 
  

  (c) demonstrate that the Company has put in place adequate financial procedures and internal 
control systems; 
  

  (d) inform the market of all material information for shareholders and investors; and 
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  (e) demonstrate a sufficient level of operations or assets under Rule 13.24 to warrant the 
continued listing of the Company’s shares. 
  

6. New management was appointed in May 2016. Under this new management, an investigation has 
been undertaken in respect of the unverified bank balance, and a review has been conducted in 
respect of internal control procedures and systems. The findings included that the RMB 420 million 
appeared to have been paid out to persons unknown, and there were internal control weaknesses. 
The Company has since implemented various measures to strengthen the internal control and 
financial reporting procedures. 
  

7. In June to July 2019, the Company published all its outstanding results. However, all the audited 
results for the five years ending 31 December 2018 were subject to a disclaimer opinion by the 
auditors. They showed a weak position, with revenue in each year of about $45 million to $66 
million, a net loss in each year, and a net liabilities position for each year from 31 December 2016. 
  

8. In late July 2019, the Company submitted that it had substantially complied with all the resumption 
conditions, but required an extension under paragraph 19 of Guidance Letter HKEX-GL95-18 
(GL95-18). The extension was needed to complete the regaining of control of the Shanghai 
Subsidiaries. The Company did not know how much time would be needed for this, but submitted 
that taking over the Shanghai Subsidiaries was expected in the foreseeable future. The Company 
also did not know what information would be recovered by regaining control over the Shanghai 
Subsidiaries, or what assets/liabilities and level of business they would prove to have. 
  

Applicable Listing Rules and guidance 
  
9. The rules applicable to cancellation of listing were amended in 2018 and the current rules came into 

effect on 1 August 2018 (the Effective Date). Rule 6.01A(1) provides that "… the Exchange may 
cancel the listing of any securities that have been suspended from trading for a continuous period of 
18 months." 
  

10.    GL95-18 provides further guidance on long suspension and delisting. As noted in GL95-18, the 
objective of the amended delisting Rules is to keep the necessary trading suspension to the 
minimum, by facilitating timely delisting of issuers that no longer meet the continuing listing 
criteria. This, in turn, provides certainty to the market on the delisting process. The delisting Rules 
are also aimed at incentivising suspended issuers to act promptly towards resumption and deterring 
issuers from committing material breaches of the Rules. 
  

11. Various transitional provisions are set out in Rule 6.01A(2). In the case of the Company, the 
relevant transitional rule is Rule 6.01A(2)(b)(ii), which applies to issuers which are not subject to a 
decision to commence the procedures to cancel a listing and a notice period for delisting 
immediately before the Effective Date, and if trading in that issuer’s securities has been 
continuously suspended for 12 months or more as at the Effective Date. Under that rule, the 18 
month period referred to in rule 6.01A(1) commences 6 months before the Effective Date. 
  

12. The practical effect of the above rules is that the listing of the Company could be cancelled if it had 
not resumed trading by 31 July 2019. 
  

13. Paragraph 12 of GL95-18 emphasises that, under the Rules, the Exchange would cancel the listing 
of a long suspended issuer upon the expiry of the remedial period (prescribed or specific) if the 
issuer has not remedied the issues causing the suspension and re-complied with the Rules. 
  

https://en-rules.hkex.com.hk/node/2518
https://en-rules.hkex.com.hk/node/5275
https://en-rules.hkex.com.hk/node/5275
https://en-rules.hkex.com.hk/node/5275
https://en-rules.hkex.com.hk/node/5275


14. Paragraph 19 of GL95-18 notes that the remedial period may only be extended in exceptional 
circumstances. 
  

Listing Committee decision 
  
15. In August 2019, the Listing Department recommended to the Listing Committee that the Company’s 

listing be cancelled on the basis that the Company had failed to fulfil any of the resumption 
conditions and resume trading by 31 July 2019, and that the Company’s situation did not fall within 
the exceptional circumstances in which an extension of time may be given. 
  

16. The matter was considered by the Listing Committee on 15 August 2019. The Listing Committee 
decided to cancel the Company’s listing under Rule 6.01A as the Company had failed to resume 
trading by 31 July 2019. 
  

Submissions to the Listing Review Committee 
  
Submissions by the Company 
  
17. The Company’s primary submission was, in essence, that it had made considerable effort towards 

resumption, whilst suffering considerable and unusual hardship, and that the situation of the 
Company accordingly amounted to exceptional circumstances which justified an extension of the 
remedial period. The crux of the submission was that there had been significant issues, including 
likely criminal activity, under the old management. These issues were not the fault of the new 
management. Similarly, the innocent shareholders should not be penalised, in the form of a 
cancellation, for these historic issues. On the contrary, since the new management had taken over, 
no time had been wasted, and real progress had been made. However, the work needed to address 
the issues of the past, particularly to regain control of the Shanghai Subsidiaries, has taken and 
could continue to take a substantial amount of time. Hence an extension of time was both required 
and appropriate. 
  

18. Amongst other things, since May 2016, the current management of the Company has taken steps to 
regain control of the Group and to address the issues and problems which had arisen under the 
previous management. In relation to regaining control of the Group, the Company has been able to 
takeover Genetel, a subsidiary in Shenzhen, although the process to register the change of legal 
representative and re-establish effective control took some two years. 
  

19. Since November 2016, court proceedings have been commenced in the PRC to regain control of the 
Shanghai Subsidiaries. The Company has also approached for assistance the Hong Kong Police, the 
Shanghai Administration of Industry and Commerce, and the Liaison Office of the Central People’s 
Government in the Hong Kong SAR. The Company has had success in some areas but has been 
frustrated in others. The takeover procedures are not straightforward – particularly as they are being 
resisted (albeit on unmeritorious grounds) – and can take substantial time and resources. 
  

20. By the date of the hearing, the Company had had recent success in respect of regaining control of 
one of the Shanghai Subsidiaries, Shanghai HealthDigit. The legal representative had been replaced, 
and access had recently been obtained to the company’s books and records. However, it was 
expected that further work would be necessary to take over a subsidiary of Shanghai HealthDigit, 
Huzhou HealthDigit, which had held substantial Group assets worth over RMB 1 billion. Takeover 
procedures were also ongoing in relation to the other Shanghai Subsidiary, SHMY Biochips, in 
relation to which the Company expected a favourable court decision by the end of December 2019. 
  

21. The Company submitted that the remaining concerns relating to the resumption conditions stem 
from the difficulty in regaining control over the Shanghai Subsidiaries and the rest of the Group. For 
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example, the uncertainty relating to the Shanghai Subsidiaries (including the inability to access their 
books and records) is the primary cause of the qualifications in the audited results. Similarly, once 
the Company had regained control of the Shanghai Subsidiaries, it is foreseeable that the Group will 
have sufficient operations and assets to warrant continued listing of the Company’s shares. The 
Company submitted there was evidence that the Shanghai Subsidiaries continued to have many 
employees, and to pay substantial tax, indicating substantial operations and profitability. The Group 
also owned valuable land assets. 
  

22. The Company was therefore confident that, given time, it would be able to address satisfactorily all 
the other resumption matters, once it had first completed regaining control of the various 
subsidiaries. 
  

23. During the hearing, the Company was asked to comment on the auditor’s disclaimer opinion of the 
consolidated financial statements for the year ended 31 December 2018. In particular, whilst it was 
noted that much of the disclaimer related to the issues arising under the old management, there was 
a disclaimer in respect of Genetel’s revenue covering the period after control had been regained over 
that subsidiary by current management. The Company explained that this was due to an unusual 
feature applicable to pharmaceutical / medicare business in the PRC, in which sales took place 
through intermediary agents. This in turn impacted how invoices were handled. The Company had 
explained these circumstances to the auditors, and confirmed that there was nothing untoward about 
the arrangement, but the auditors nevertheless had made reference to the issue in the disclaimer. 
  

24. In oral submissions at the hearing, the Company acknowledged that it did not know how much time 
would be required to regain control of the Group, and then to address any outstanding matters. 
There was an indication that an extension of three months was unlikely to be sufficient in practice, 
as many matters (such as the auditors’ work) were outside the Company’s control, but that 12 
months might be enough, failing which the Company could seek a further extension as necessary in 
due course. 
  

25. In relation to GL95-18, the Company submitted that the Listing Review Committee should exercise 
its discretion to give the Company more time, and particularly should not feel constrained by the 
limited circumstances described in GL95-18 as being those in which an extension may be granted. 
  

Submissions by the Listing Department 
  

 

26. The Listing Department submitted that the Company had acknowledged a failure to fulfil all the 
resumption conditions, and that the Company’s situation did not fall within the exceptional 
circumstances in paragraph 19 of GL95-18. 
  

 

27. The Listing Department said that there was uncertainty over what remaining steps were required to 
regain control of the Shanghai Subsidiaries, and when these steps would be taken. Even if the 
Company was able to regain control over the Shanghai Subsidiaries: (a) it was not clear when the 
forensic investigation into the unverified bank balance could be completed, what the outcome of the 
investigation might be, and whether any issues arising therefrom were remediable; (b) the Company 
has not demonstrated that the audit issues raised would be addressed; and (c) in respect of Rule 
13.24, it was not clear whether the Company’s position would be improved if it regained control of 
the Shanghai Subsidiaries, as there was no information as to their operational and/or financial 
position. 
  

 

28. The Listing Department submitted that the current rules applicable to cancellation of listing and 
GL95-18 were intended to create a more robust framework for delisting. The policy, as set by the 
Listing Committee, was that extensions should be permitted only in exceptional circumstances, to 
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ensure that the framework is effective and credible. The Listing Committee had approved GL95-18. 
  

29. The Listing Department accordingly submitted that there should be no extension of time and the 
listing of the Company should be cancelled. 
  

 

Listing Review Committee’s views 
  

 

30. The Listing Review Committee noted that the Company had not met the resumption conditions, 
either by 31 July 2019 or by the date of the hearing. Accordingly, the listing could be cancelled in 
accordance with the rules. 
  

 

31. On the question of whether or not to grant the Company further time to address and fulfil the 
resumption conditions, the Listing Review Committee decided that, in the circumstances, no further 
time should be given. Whilst the Company had made considerable efforts towards regaining control 
of the Group and fulfilling the resumption conditions, there was no certainty either as to the 
timeframe that would be required to regain full control, or over what may be found, for example, in 
relation to financial or operational position, in the entities which the Company has not yet been able 
to investigate. For example, whilst Huzhou HealthDigit held substantial assets some years ago, it 
was not clear how its asset position would have been impacted during the period in which control 
had been lost. The Group is therefore still clouded with uncertainty over its operations, assets and 
the past and future audited financial statements. There is also no foreseeable concrete timeframe for 
removal of all these uncertainties. The Group’s present level of operations (being a net loss of about 
$10 million for the year ended 31 December 2018) and assets (being a net deficit of about $31 
million as at 31 December 2018) further weigh against granting additional time. In fact, for the 6 
months ended 30 June 2019, the Group continued to incur losses and thus as at 30 June 2019, its net 
deficit position worsened. The Listing Review Committee also noted that regaining control would 
not, of itself, lead to all outstanding resumption conditions being resolved. For example, as 
mentioned in paragraph 23 above, at least one aspect of the auditors’ disclaimer opinion still relates 
to Genetel’s revenue (Genetel being the subsidiary of which control had been regained). 
  

 

32. The Listing Review Committee understands and took into account the difficulties faced by the new 
management and the shareholders who may be impacted by the cancellation of the Company’s 
listing. However, the policy intention behind the rules and guidance was for a robust delisting 
framework, with limited scope for extensions of time for companies which had not resumed trading 
by the prescribed deadline, notwithstanding the impact that cancellation may have on shareholders 
and others. These policy considerations should be given substantial weight in guiding the Listing 
Review Committee in the exercise of its discretion as to whether or not to allow a company more 
time to resume trading. In this case, the Company’s circumstances do not fall within those 
exceptional circumstances contemplated under paragraph 19 of GL95-18. These considerations 
therefore weigh against the granting of further time to the Company. 
  

 

33. The Listing Review Committee further noted that, even taking a broader view of circumstances in 
which it might exercise its discretion to grant an extension of time, it did not consider an extension 
to be appropriate or warranted in the Company’s case, given the significant uncertainty described 
above regarding both the time needed to regain effective control of material subsidiaries of the 
Group and the uncertain state of affairs of the Group even if control of the material subsidiaries had 
been regained by the Group. 
  

 

Decision 
  

 

34. The Listing Review Committee therefore decided to uphold the Listing Committee’s decision that 
the Company’s listing should be cancelled under Rule 6.01A. 
  

 

https://en-rules.hkex.com.hk/node/5275


Please note that decisions of the Listing Review Committee do not represent binding precedents, and do 
not constrain the discretion of or otherwise bind the Exchange or other committees (including without 
limitation the Listing Review Committee in respect of other matters). 
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