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HKEx LISTING DECISION 

HKEx-LD80-2014 (published in January 2014)  

 

Parties Company A – a Main Board issuer 

 

Company B – a joint venture partner  

 

The Joint Venture – a 40:60 joint venture company set up by 

Company A and Company B 

 

Issue Whether Company A’s proposed guarantee for a bank loan to be 

granted to the Joint Venture should be aggregated with its initial 

capital contribution to the Joint Venture 

 

Listing Rules Main Board Rules 14.15(2) and 14.22 

 

Decision 

 

The guarantee should be aggregated with the initial capital 

contribution 

 

 

FACTS 

 

1. Company A and Company B established a 40: 60 equity joint venture company (i.e. 

the Joint Venture) for the purpose of setting up the production facilities for certain 

chemical products.   Under the joint venture agreement, the total investment amount 

for the Joint Venture was to be financed partly by the registered capital contributed 

by the joint venture partners and partly by bank borrowings.    

 

2. At that time, Company A was only obliged to contribute its share of the registered 

capital to the Joint Venture, and there was no agreement or commitment for 

Company A to provide guarantee or indemnity for any bank borrowings of the Joint 

Venture to satisfy the balance of total investment amount.  Based on the capital 

contribution by Company A, the formation of the Joint Venture was a discloseable 

transaction. 

 

The proposed transaction 

 

3. After 15 months, Company A and Company B proposed that the Joint Venture 

would seek a bank loan facility to satisfy part of the total investment amount, and  

they would provide guarantee for the loan facility in proportion to their respective 

interests in the Joint Venture.   

 

4. The proposed guarantee itself would be a discloseable transaction for Company A. 

Company A enquired whether the guarantee would need to be aggregated with its 

capital contribution to the Joint Venture.  If aggregation was required, the guarantee 

would constitute a major transaction.    
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APPLICABLE LISTING RULES   

 

5. Rule 14.15 provides that when calculating the consideration ratio: 

 

“(2) where a transaction involves establishing a joint venture entity or other form 

of joint arrangement, the Exchange will aggregate:— 

 

(a) the listed issuer’s total capital commitment (whether equity, loan or 

otherwise), including any contractual commitment to subscribe for 

capital; and 

 

(b) any guarantee or indemnity provided in connection with its 

establishment; 

 

Note:  Where a joint venture entity or other form of joint arrangement 

is established for a future purpose, for example to develop a 

property, and the total capital commitment cannot be 

calculated at the outset, the Exchange will require the listed 

issuer to recalculate the relevant percentage ratios at the time 

when that purpose is carried out. The Exchange will look at the 

purpose of setting up the arrangement in terms of the initial 

transaction only. For example, the purpose could be the 

development of the property for which the arrangement was 

established. The Exchange will not look at subsequent 

transactions entered into under the arrangement for the purpose 

of calculating the total capital commitment in relation to the 

establishment of the arrangement.” 

  

6. Rule 14.22 provides that: 

 

 “… the Exchange may require listed issuers to aggregate a series of transactions 

and treat them as if they were one transaction if they are … otherwise related…” 

 

 

ANALYSIS 

 

7. Under Rule 14.22, the Exchange may require an issuer to aggregate a series of 

transactions if they are related.  In the case of a transaction involving the formation 

of a joint venture, Rule 14.15(2) states that the Exchange will aggregate the issuer’s 

total capital commitment and any guarantee provided in connection with its 

establishment.  The note to Rule 14.15(2) also provides that where a joint venture is 

established for a future purpose and the total capital commitment cannot be 

calculated at the outset, the Exchange will require the listed issuer to recalculate the 

relevant percentage ratios at the time when that purpose is carried out. 
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8. In this case, the Joint Venture was established for the purpose of setting up certain 

production facilities.  The capital contribution and the guarantee were provided by 

Company A to satisfy the total investment of the Joint Venture in connection with 

its establishment.   They were related and should be aggregated.   

 

 

CONCLUSION 

 

9. Company A was required to aggregate the proposed guarantee with its capital 

contribution to the Joint Venture. 


