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A. INTRODUCTION

The Rules Governing the Listing of Securities o& 8tock Exchange of Hong Kong
Limited (the“Listing Rules” or“Rules”) on connected transactions are set out in
Chapter 14A of the Listing Rules. Their objectiaes to:

* ensure that a listed company takes into accdumiriterests of shareholders as
a whole when it enters connected transactions; and

* provide safeguards against the directors, chie¢cative and substantial
shareholders (or their associates) taking advaraédfeeir positions. This is
achieved by the general requirement for connectatsactions to be disclosed
and subject to independent shareholders’ approval.

A connected transaction can also be a naotifialalestiction, in which case the issuer
must comply with Chapters 14 and 14A.

Under the Listing Rules, a connected transactiageiterally a transaction between a
listed issuer (which includes the listed compang &s subsidiaries for the purposes
of connected transactions) and a connected persdading associates of connected
persons. “Connected person” and “associates” are defined below. Under the
Listing Rules, the Stock Exchange of Hong Kong (tEechange”) has the specific
power to deem a person to be connected.

In addition, a connected transaction also includgtin transactions between a listed
issuer and a person who is not a connected pergogonnected transaction can be
any kind of transaction, whether or not it is ofexenue nature in the ordinary and
usual course of business and it also includes éiahassistance and options.

A connected transaction may be a one-off or a nomg transaction. Continuing
connected transactions involve the provision ofdgoor services on a continuing
basis over a period of time. There is a differsgttof Rules applying to continuing
connected transactions.

A connected transaction or continuing connectedstiations may be subject to the
Listing Rules’ reporting, announcement and independshareholders’ approval
requirements. There are however exemptions thitiafha or wholly exempt certain
connected transactions and continuing connecteddcsions from the Listing Rules
requirements. However, the Exchange has the ptavepecify that an exemption
will not apply to a particular transaction.

Moreover, the Exchange will aggregate a seriesoahected transactions and treat
them as if they were one transaction if they wdre@mpleted within a 12-month
period or are otherwise related (Rule 14A.25). igkel issuer must consult the
Exchange before it enters into any proposed coaddcansaction(s) in the situations
specified in Rule 14A.27A.

There are also specific Rules governing financgdisdance, options and qualified
property acquisitions of a listed issuer.

It is important to note that the tefilisted issuer” as used in Chapter 14A and in this
note, refers to both the listed issuer itself daadubsidiaries.
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Listed issuer
includes

Subsidiaries of
Listed Co.

Listed Co.

B. DEFINITIONS OF CONNECTED PERSON AND ASSOCIATE

1. Definition of connected person

Under Rule 14A.11 (1) to (6) of the Listing Ruléise meaning of connected
person includes:

(1) a director, chief executive or substantial shamdrobf the listed issuer
(substantial shareholder refers to a person whoegancise or control
10% or more of the voting power at a general mggti(Rule
14A.11(1));

(2) any person who was a director of the listed issuidhin the preceding
12 months (Rule 14A.11(2));

(3) asupervisor of a PRC issuer (Rule 14A.11(3));

(4) any associate of a person referred to in itemstq1(3) above (Rule
14A.11(4));

(i) A company which is an “associate” of a person ref¢rto in
Rules 14A.11(1), (2) or (3) only because that perbas an
indirect interest in the company through its shald@ihg in the
listed issuer is not a connected person.

(5) any non wholly-owned subsidiary of the listed igswehere any
connected person(s) (referred to in items (1) joaf@bve) of the listed
issuer (other than at the level of its subsididrisi&re (individually or
together) entitled, otherwise than through the @sswio exercise or
control the exercise of 10% or more of the votilogvpr at any general
meeting of that non wholly-owned subsidiary (RUAILLL(5));

(6) any subsidiary of a non wholly-owned subsidianersfd to in item (5)
above (Rule 14A.11(6)).

© Charltons 2 77268 v3



Non wholly-owned subsidiaries

Rule 14A.12A provides that for the purpose of Ckapi4A, a non
wholly-owned subsidiary will not be regarded asoarected person by virtue
of being:

(a) a substantial shareholder of another subsidiary; or

(b) an associate of any connected persons (at the lefvehe issuer’s
subsidiaries only) as defined in Rules 14A.11(1(3jo

Wholly-owned subsidiaries

A wholly-owned subsidiary of a listed issuer is itstconnected person (Rule
14A.12).

PRC Governmental Bodies

The Exchange will not normally treat a PRC Govemntak Body (see
definition in Rule 19A.04) as a connected persoa ti$ted issuer. If requested
by the Exchange the issuer must make written reptasons to the Exchange
explaining its legal, commercial or other relatioips with the PRC
Governmental Body and must satisfy the Exchangeittishould not be treated
as a connected person, or if the Exchange detesntirad it should be treated
as a connected person, the issuer must agree tplcawith any additional
obligations arising from such treatment as maydspested by the Exchange
(Rule 14A.12A(2)).

Rule 19A.04 defines the terlPRC Governmental Body” as including (but
not limited to): (a) the PRC Central Governmentjuding the State Council of
the PRC, State Ministries and Commissions, Buraad Administrations
directly under the State Council, State Councilice and Institutions, Bureas
supervised by the State Ministries and Commissi@msPRC Provincial-led
Governments, including Provincial Governments, Mipalities directly under
the Central Government and Autonomous Regions, thegewith their
respective administrative arms, agencies and unistits; and (c) PRC local
governments immediately under the PRC ProvinciadlleGovernments,
including prefectures, municipalities and countigegether with their
respective administrative arms, agencies and utistits. However, entities
under the PRC Government that are engaging in coomhebusiness or
operating another commercial entity will be excldid®m this definition.
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The following diagrams illustrate Rule 14A.11(1) &) above.

Diagram (1) Category 1 of connected persons

_ “Connected persons”™ " include

1. Connected persons normally exclude"RRC Governmental Body” (as
defined in Rule 19A.04) for both PRC and non-PRstiéss (Rule 14A.12A(2))

© Charltons 4 77268 v3



Diagram (2)

Category 2 of connected persons

Category 2A : Non wholly-owned subsidiarie:

Any non wholly-owned subsidiary of the listed issua which the
connected person(s) (at the listed issuer’s letaelii(s) 10% or more

interest(R14A.11(5))

Any subsidiary of such non wholly-owned subsidiéRi4A.11(6))

© Charltons

Director B of Listed Co.

Company A
(a non wholly-owned
subsidiary of Listed Co.)

Company C
Subsidiary (wholly-owned or
non wholly-owned) of a non
wholly-owned subsidiary of
Listed Co.

10% or more interest

connected persons of

holds 10% or
Company A

more

-l

Company A and its subsidiaries are\
Listed Co.
because Director B is a connected
person at the listed issuer level and he
interest in

)
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Diagram (3)

Non wholly-owned subsidiary - not a connected persounder R14A.11(5)

Director C of
Company D -

10% or more but"‘
less than 30¢ %
and does nc )
control board
composition

Diagram (4)

Company D
(a non wholly-owned
subsidiar of Listed Co.

Director C is a connected perso
of Listed Co._at the subsidiary
level.

There is no connected person af
the issuer level holding 10% or
more interest in Company D.
In addition, Company D is not
an associate of Director C under
R1.01.

>50% or fave
“control” under
HKFRS or IFRS

Company D is therefore not a
connected person of Listed Co
under Chapter 14A, but any
transactions between Director
C and Listed Co. will be
treated as connected

\transactions. /

Non wholly-owned subsidiary not a connected persaimder Rule 14A.12A(1)(a)

Rule 14A.12A(1)(a):

Excludes a non-wholly ownedibsidiary which is

connected only because it is a substantial shatehalf
another subsidiary under R14A.11(1)

Listco
>50%
S50% Subsidiary D
>10%
Subsidiary E

© Charltons 6

*  Subsidiary D is not a connected person
under Rule 14A.12A(1)(a)

77268 v3



Diagram (5)

Non wholly-owned subsidiary not a connected persaimnder Rule 14A.12A(1)(b)

>50% or hav
“control” undel

HKFRS ol

Director F of IFRS
Company E A

© Charltons

.

*
30% or more,

interest %
*

*

Company E
(a non wholly-owned
subsidiary of Listed Co.)

Director F is a connected
person of Listed Co. at the
subsidiary level.

Company E is an associate off
Director F as a company in
which Director F has an interest
of >30% (R1.01). Company E
would be a connected person of
Listed Co. (R14A.11(4)).

BUT, under Rule
14A.12A(1)(b) Company E is
not regarded as a connected
person of Listed Co. only
because it is an associate of a
connected person at the
subsidiary level (i.e. because it
is an associate of Director F).
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2.

© Charltons

Definition of associate

)

(b)

“Associate” in relation to an individual

The term “associate” is defined separately for individuals and
companies. In relation to an individual, the téassociate” is defined
in Rule 1.01 or, in relation to PRC issuers, indR1OA.04 to include the
following persons:

(i)
(ii)

(iif)

(iv)

(v)

the person’s spouse;

any children or step-children under the age oftagether with (i)
above théfamily interests”);

the trustees of any trust of which the individual amy of his
family interests is a beneficiary;

any company (including, in the case of a PRC issaierequity
joint venture established under PRC law) in theitgqeapital of
which the individual, his family interests, any tfe trustees
referred to in (iii) above taken together are diseor indirectly
interested so as to exercise or control the exei80% or more
of the voting power at general meetings or corttrelcomposition
of a majority of the board of directors, and anlestcompany
which is its subsidiary; and

in the case of a PRC issuer only, any company witich or

individual with whom he, his family interests, aodany of the
trustees referred to in (iii) above taken togethex directly or
indirectly interested in a cooperative or contratfoint venture
(whether or not constituting a separate legal pgremder PRC
law where he, his family interests and/or any of thustees
referred to in (iii) above taken together diredlyindirectly have
30% or more interest either in the capital and/@sets
contributions to such joint venture or in the cantual share of
profits or other income from such joint venture.

“Associate” in relation to a company

The definition of associate in relation to a compander Rule 1.01 or,
in relation to PRC issuers, Rule 19A.04 is simdlad includes:

(i)

(i)
(iif)

a subsidiary or holding company of the company,acfellow
subsidiary of any such holding company;

the trustees of any trust of which the companybseficiary;

any other company (including, in the case of a REDier, an
equity joint venture established under PRC law)thie equity
capital of which the company, such other comparéésred to in
(), and/or any of the trustees referred to in talen together are
directly or indirectly interested so as to exerosecontrol the
exercise of 30% or more of the voting power at ganmeetings

8 77268 v3



or control the composition of a majority of the baf directors
and any other company which is its subsidiary; and

(iv) inthe case of a PRC issuer only, any other compathywhich or
any individual with whom the company, such othempanies
referred to in (i) above, and/or any of the trasteeferred to in
(i) above taken together are directly or indirgdtiterested in a
cooperative or contractual joint venture (whether ot
constituting a separate legal person) under PRGuaere it, such
other companies and/or any of the trustees refeor@d(ii) above
taken together directly or indirectly have 30% ooren interest
either in the capital and/or assets contributioosstich joint
venture or in the contractual share of profits threo income from
such joint venture.

Rule 19A.19 also provides for the Exchange to deter that a
particular person or entity should be treated asramected person of a
PRC issuer.

In the context of connected transactions, the ‘@ages” of a connected
person also include (by virtue of the expandednitedn in Main Board
Rule 14A.11(4)):

(@) any person or entity who has entered, or propasemter, into
any arrangement with a connected person referreith teules
14A.11(2), (2) or (3) in relation to the transantiavhich is such
that the Exchange considers that that person dty esftould be
treated as a connected person;

(b) () any person cohabiting as a spouse with, and ehild,
step-child, parent, step-parent, brother, sistiep-brother
and step-sister of a connected person referred Rules
14A.11(1), (2) or (3);

(i) a company which the party referred to in (b)(i) &bean
exercise or control the exercise of more than 50%he
voting power at general meetings or control the position
of a majority of the board of directors; and

(c) () any father-in-law, mother-in-law, son-in-law,
daughter-in-law, grandparent, grandchild, uncle,ntau
cousin, brother-in-law, sister-in-law, nephew amgca of a
person referred to in Rules 14A.11(1), (2) or &3)d

(i) a company which the party referred to in (c)(i) &bean
exercise or control the exercise of more than 50%he
voting power at general meetings or control the pasition
of a majority of the board of directors,

whose association with the person referred to ieRU4A.11(1),
(2) or (3) is such that, in the opinion of the Eanbe, the
proposed transaction should be subject to the regents of this
Chapter. Listed issuers must notify the Exchangangfproposed
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transaction with these parties unless the trarmads exempt
under Rules 14A.31 or 14A.33. Listed issuers misi provide
information to the Exchange to demonstrate whetinarot these
parties should be regarded as associates of tserpeeferred to
in Rules 14A.11(1), (2) or (3).

For the purpose of (b)(ii) and (c)(ii) above, thecBange may aggregate
the interests of a person referred to in Rule 14@) (2) or (3) and his
relatives in a company to determine whether theyetteer have a
majority control over the company.

© Charltons 10 77268 v3



Diagram (6) Deemed associates

Category 3
"Deemed associates”

Where the connected
person 15 an indvidual

Where the
PErSON 15 8 COrmpany

cotmnectad

Close family
(14A.11(H (L) (1)
Persons cchabiting
as a spouse with,

and any  clld,
step-child, parents,
step-parent,

brothers, sisters and
children of a person
referred to in
144 11(1), () or
(3); and

14A. 11 (4)(b)(ii)
a co which the party
referred to  in
144 1101 can
exercise or control
the exercize of more
than 50% of the
voting power at
general meetings or
contral the
composition  of a
majortty  of  the
board of directors

Other relatives (14A.11(4)c) (1))

iy tather-in-law, mother-in-law,
S0t1-11-1aw daughter-in-law,
grandparent, grandchild, uncle, aunt,
coustn,  brother-in-law,  sister-in-law,
nephew and niece of a person referred to
in Rules 144 1101, (23 or (3 and

14A. 11 @)(c)(ii)
a company which the party referred to in
Fule 14A11060(ci1) can exercise o
control the exercise of more than 5084 of
the voting power at general meetings or
confrol the composition of a majority of
the board of directors,

whose assoctation with the person m
144 11¢1%, (2) or (3) 13 such that, in the
opinion of the Exchange, the proposed
transaction should be subject to the
requirements of Chapter 144

The Exchange may aggregate the
interests of a person 1n 144 11(13, (2) or
(3y and his relatives in a co to determine
if they together have majortty control
overthe co

Other parties
(14A.11(4(a))

Any  person or
entity with whom
the connected
person has entered,
or proposes to enter,
into any agreerment,

arrangerment,

understandmg  or
undertaking,

whether formal or
informal and
whether express or
implied with respect

to the fransaction

which 15 such that,
in the opinion of the

Ezxchange, that
person  or  entity
should be
considered a

connected person

© Charltons
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Diagram (7)
“Associates” of an individual connected person uriigle 1.01(or Rule 19A.04 for PRC issuers), RlA.11(4)(b)(i) and Rule 14A.11(4)(c)(i)

M = is married to Family interests under Rule 1.01(or Rule 19A.04H&C issuers)

Close family under Rule 14A.11(4)(b)(i)

Other relatives under Rule 14A.11(4)(c)(i)

Great-
grandparents
Grand-
parents
Parents M‘ M| Fatha-
in-law _in-lw
_ - Soase Brother-in-law/
c Sister-in-law
Pérs-:.n'cah_éi]:}it;in;as.
 spose with the
rconnected person
_ T ¥ :
Children Neghew | | Niece | | Sem M| Duges Oide | I W [
: in-law {ep-dmghtsr] | | chuld)under 1S | | jetepson ‘ i
i i Grandee | | Cranddasghie Grandsen. Granddauglter | o
e
Great-grandchildren Great-gr Oreat-2 b

12
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C. DEFINITION OF CONNECTED TRANSACTION

A connected transaction includes the following $&tions:

1.

2.

© Charltons

Transaction between a listed issuer and a conneetsdn
Acquisition or disposal of interest in a company
Financial assistance

Options

Joint ventures

Transaction between a listed issuer and a connect@grson

A connected transaction broadly refers to a traimabetween a listed issuer
(which includes the listed company and its subsied and a connected
person (which includes associates of certain psjddtule 14A.13(1)(a)).

The term‘transaction” , whether or not it is of a revenue nature in trdirmary
and usual course of business, as defined in RWAelD413), includes:

(a) the acquisition or disposal of assets includingnkgtdisposals set out in
Rule 14.29;

(b) any transaction involving a listed issuer writimgcepting, transferring,
exercising or terminating (in the manner descrie®ule 14A.68) an
option to acquire or dispose of assets or to siliEséor securities;

(c) entering into or terminating finance leases;

(d) entering into or terminating operating leases di-lsases, including
those of properties;

(e) granting an indemnity or a guarantee or providingricial assistance;

(f)  entering into any arrangement or agreement invgltire formation of a
joint venture entity in any form; such as a parshg or a company, or
any other form of joint arrangement;

(g) issuing new securities;

(h)  the provision of or receipt of services;

(i)  sharing of services; and

()  providing or acquiring raw material, intermediat®gucts and finished
goods.

(Rule 14A.10(13))

13 77268 v3
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However, a connected transaction also includestrdm@sactions set out in
section 2 below between a listed issuer and a pesdw is not a connected
person.

Acquisition or disposal of interest in a company

(1)

Where a controller is a substantial shareholdéh@target

A transaction between a listed issuer and a pesbmnis not a connected
person will be a connected transaction if it inesdvthe listed issuer
acquiring or disposing of an interest in a companere a substantial
shareholder of that company is, or is proposedt@ltontroller or is (or
will become as a result of the transaction) an @as®of a controller of
the listed issuer. (Rule 14A.13(1)(b)(i))

(@)

(b)

(c)

A “controller” is defined as a director, chief executive or
controlling shareholder of the listed issuer (RL4&.10(3)).

The Exchange may aggregate the interests of arsppeand his
associates in determining whether together theyaasabstantial
shareholder of any company. (Rule 14A.13(1)(b)(i))

Where assets (as opposed to businesses) acco@@%oor more
of a company’s net assets or total assets, theaagehwill treat
an acquisition or disposal of such assets (ratiar &in interest in
the company itself) as a connected transactionaandcquisition
or disposal of an interest in that company. (Rdla.13(1)(b)(i))

It should be noted however that:

(@)

(b)

(c)

A listed issuer itself will not be considered arsSaciate” of a
controller when the listed issuer is acquiring @pdsing of an
interest in a company of which it is already a s$aisal
shareholder.

A controller whose only interest in a company isotlgh its
interest in the listed issuer will not be takenb® a “substantial
shareholder” of that company.

Rule 14A.13(1)(b)(i) does not apply where all thaldwing
conditions are met:

. the listed issuer acquires an interest in a company

. the substantial shareholder of the company beiogised
is a director, chief executive or controlling sheaieler of

the company being acquired (or an associate of such

director, chief executive or controlling shareho)de
immediately prior to the acquisition;

. it is proposed that the substantial shareholddrreshain a

director, chief executive or controlling shareholdé the
company being acquired (or an associate of succtdir,

14 77268 v3
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chief executive or controlling shareholder) follogi the
acquisition; and

following the acquisition, the only reason why kestill a
controller is that he remains a director, chiefoexizve or
controlling shareholder of the company being a@glifor

an associate of such director, chief executiveontrolling
shareholder), as the case may be. Where he remains
controlling shareholder, there must not be anyease in
his interest in such company as a result of theiiatpn.
(Rule 14A.13(1)(b)(i) Note 3)

In 2010, the following Note 4 to 14A.13(1)(b)(i) svancluded:

For a disposal of interest in a company, this Rldes not
apply if (i) the disposal falls within this Rule lgrbecause
the substantial shareholder of the company beisgodied
of is a director, chief executive or controllingasiholder of
this company (or an associate of such directorgfchi
executive or controlling shareholder) immediatetiopto
the disposal; and (ii) there is no change in thessntial
shareholder’s interest in such company as a resulhe
disposal or any related arrangement.

15 77268 v3



Diagram (8)

Example of a connected transaction under Rule 12{A)b)(i)

OR OR

Controlling
Shareholder/
Associates

Chief
Executive/
Associate

Director/
Associates

Substantial
Shareholder

LISTCO/
SUBCO

Target Co I
(acquisition/ disposal)

A 4

Diagram (9)

Example of connected transaction under Rule 14A)B)(i)

V CO
Mr. X
sells 60%
80% — 20%
45% 20%
I 0
LISTCO Acquisition of 60% TARGET

The acquisition of 60% interest in Target by List€d is a connected
transaction.

Reason: Mr. X is a substantial shareholder of Targe he holds more than
10% interest in Target. He is also a controllingassholder of Listed Co.
The transaction is a connected transaction undele Ri4A.13(1)(b)(i) as an
acquisition by Listed Co of an interest in a comparf which a substantial

shareholder (Mr. X) is also a controller of Listedo (as its controlling
shareholder).

© Charltons 16 77268 v3



Diagram (10)

© Charltons

Example of a connected transaction under Rule 12{A)b)(i)

Mr. X vV CO
sells 40%

80% — 40%
45% 31%
B CO
LISTCO Sells 11%
90% 20% | — 9%
I 0
ACO Acquisition of 51% R TARGET

The acquisition of an interest in Target by A Ca isonnected transaction.

Reason: B Co is a substantial shareholder of Tabgdore selling 11% interest
in target. B Co is an associate of Mr. X as heticds more than 30% of B Co.
Mr. X is a controlling shareholder and thereforecantroller of Listed Co.
The transaction therefore involves an acquisitignabsubsidiary of Listed Co
of an interest in a company of which a substargf@reholder is an associate
of a controller of Listed Co. Rule 14A.13(1)(bgpplies.

(2) Where a controller is otherwise interested

A transaction between a listed issuer and a pexbanis not a connected
person will be a connected transaction if it ineslvthe listed issuer
acquiring an interest in a company (or an optioadguire such interest)
of which a controller (or an associate of a cotgrdlis, or will become,
a shareholder where the interest being acquired is:

. of a fixed income nature;

. shares to be acquired on less favourable termsthuse granted
to the controller or its associate; or

. shares which are of a different class from thodd hg, or to be
granted to, the controller or its associate. (R4lA.13(1)(b)(ii))

Rule 14A.13(1)(b)(ii) does not apply where the asifjon is pursuant to
the terms of a subscription of shares in the comgnthe listed issuer

17 77268 v3



and the controller (or its associate) and the siyfigm upon such terms
has previously been approved by shareholders inrdance with the
requirement of Chapter 14A of the Listing Rulesul@R14A.13(1)(b)(ii)
Note)

Diagram (11) Rule 14A.13(1)(b)(ii)

© Charltons

®3)

(4)

Director/
Associates

OR OR

Controlling
Shareholder/
Associates

Chief
Executive/
Associate

Shareholder
LISTCO/
SUBCO Acquisition of interest
OR
Option to acquire interest
Target Co
Interest is of fixed income nature OR

Shares to be acquired on less favourat
terms OR Shares which are of a different class

Subscription on favourable terms

A transaction between a listed issuer and a pexbanis not a connected
person will be a connected transaction if it inedva controller (or an
associate of a controller) subscribing on espsacifdivourable terms
shares in a company in which the listed issuer shareholder. (Rule
14A.13(1)(b)(iii))

This Rule does not apply where the subscriptigpuisuant to the terms
of a subscription of shares in the company by isted issuer and the
controller (or its associate) and the subscriptipon such terms has
previously been approved by shareholders in acocelawith the
requirements of Chapter 14A of the Listing Rules.(Rule
14A.13(1)(b)(iii) Note)

Subscription of different class of shares

A transaction between a listed issuer and a pesbanis not a connected
person will be a connected transaction if it inesva controller (or an
associate of a controller) subscribing shares aorapany in which the
listed issuer is a shareholder but which are daffardnt class from those
held by the listed issuer. (Rule 14A.13(1)(b)(iv))

This Rule does not apply where the subscriptigouisuant to the terms

18 77268 v3



Diagram (12) Rule 14A.13(1)(b)(iii)) and (iv)

of a subscription of shares in the company by isted issuer and the
controller (or its associate) and the subscriptipon such terms has
previously been approved by shareholders in acocsdawith the

requirements of Chapter 14A of the Listing Rul&alé 14A.13(1)(b)(iv)

Note)

Directors/ Chief executive

Controlling

their associates

shareholder

Listed Co/ Subsidiaries
Listed Co (Shareholders

the Target Co)

3.
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A

different class from those held by
\ Listed Co otits subsidiav. J

Target Co I

Financial assistance

(a) Controller subscribing on
specially favourable term:
shares in Target Co (in which
Listed Co or a subsidiary of
Listed Co is a shareholder)

(b) Controller subscribing shares in
Target Co. (in which Listed Co or
a subsidiary of Listed Co is a
shareholder) but the shares are ¢

—n

“Financial assistance” is defined to include gnagticredit, lending money,
providing security for, or guaranteeing a loan @RU#A.10(4)). The Listing
Rules provide that the following financial assis@rtransactions constitute
connected transactions.

@)

Provision of financial assistance by a listed issue

The provision of financial assistance by a listesuer will constitute a
connected transaction if it is provided to:

(i)
(ii)

a connected person (Rule 14A.13(2)(a)(i)); or

a company in which both the listed issuer and aneoted person
are shareholders and where any connected persumis} listed
issuer (at the issuer level but not at the subsidiavel) (as
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defined under Rules 14A.11(1) to (4)) is/are (iidlixally or
together) entitled to exercise, or control the eiser of, 10% or
more of the voting power at any general meetinguch company
(a“Commonly Held Entity” ) (Rule 14A.13(2)(a)(ii)).

However, an interest of a connected person of ited issuer in the
company which is held through the listed issueanibe excluded from
the 10% referred to in this Rule. (Rule 14A.13(R){(aNote)

(b) Provision of financial assistance to a listed issue
The provision of financial assistance to a listeduer will be a
connected transaction if it is provided by:
() aconnected person; (Rule 14A.13(2)(b)@Y);
(i)  a Commonly Held Entity. (Rule 14A.13(2)(b)(ii)).
However, an interest of a connected person of ited issuer in the
company which is held through the listed issuanibe excluded from
the 10% referred to in this Rule. (Rule 14A.13(X){(bNote)

(c) Einancial assistance for the benefit of conneatéstests
It will be a connected transaction if a listed Esgrants an indemnity or
guarantee or provides financial assistance to aridfathe benefit of a
connected person or any Commonly Held Entity (aned above).
(Rule 14A.13(3))

(d) Granting security to connected interests
It will be a connected transaction if a listed Esgrants security over its
assets in respect of any financial assistance noatle listed issuer by a
connected person or any Commonly Held Entity. ¢éRu4A.13(4))

Options

The writing, acceptance, transfer, exercise or exarcise of an option (as
defined in Rule 14.72) involving a listed issuerdaa connected person
constitutes a connected transaction. (Rule 14A))3(

Joint Ventures

The entering into of any arrangement or agreenmmaiving the formation of a
joint venture entity in any form, such as a pahgy or a company, or any
other form of joint arrangement by a listed issaed a connected person
constitutes a connected transaction. (Rule 14A)13(6

D. DEFINITION OF CONTINUING CONNECTED TRANSACTION

Continuing connected transactions are connectedadcsions involving the provision
of goods or services or financial assistance, whiehcarried out on a continuing or
recurring basis and are expected to extend ovariadpof time. They are usually

© Charltons
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transactions in the ordinary and usual course dcfiness of the issuer. (Rule
14A.14)

Classification of Connected Transactions

The connected transaction provisions apply to lwstle-off connected transactions
and continuing connected transactions. Bothfédl B categories:

1.  Transactions which are exempt from the listing Rud@nouncement, reporting
and independent shareholders’ approval requiremérds fully exempt
transactions);

2.  Transactions which are subject only to the indepathdhareholders’ approval
requirement (i.e. partially exempt transactiongsjj a

3. Non-exempt transactions.

In the case of transactions subject to indepenslarieholders’ approval, the issuer is
required to establish an independent board comen{{tBC” ) comprising INEDs
only. It must also appoint an independent findrexitviser to advise the IBC and the
shareholders as to whether the terms of the trioraare fair and reasonable and in
the interests of the issuer and its shareholdeasrwle.

E. LISTING RULES REQUIREMENTS

A listed issuer entering into a connected traneactor continuing connected
transactions is required to comply with written egnent, reporting, announcement
and independent shareholders’ approval and boandites requirements under the
Listing Rules unless the transaction is partialkerapt or wholly exempt. The
details of the exemptions will be discussed shartlgection G “Exemptions from the
Listing Rules requirements for connected transastio

1. Written agreement requirement

In respect of all connected transactions includowntinuing connected
transactions, a listed issuer must enter into atemriagreement with the
relevant parties. (Rule 14A.04)

2. Reporting requirements

A listed issuer must include the following detailsthe connected transaction
in its next published annual report and accounts:

o the transaction date;

. the parties to the transaction and a descriptiontheir connected
relationship;

. a brief description of the transaction and its psg

o the total consideration and terms (including, whezkevant, interest
rates, length of repayment and security); and

© Charltons 21 77268 v3



© Charltons

. the nature and extent of the connected person'sresit in the
transaction.

(Rule 14A.45)

A listed issuer which has entered into a non-exeogsitinuing connected
transaction must disclose the above informationitsn annual report and
accounts for each subsequent financial year duwhich the listed issuer
undertakes the transaction. (Rule 14A.46)

Announcement requirements

A listed issuer proposing to enter into a connedttadsaction or a continuing
connected transaction which is subject to annouecénequirements must:

i. notify the Exchange as soon as possible afterettmest of the transaction
have been agreed; and

Note : Under Rule 13.09, a listed issuer’'s notifica obligations in
respect of information expected to be price-sersitirise as
soon as that information is the subject of a deaisi

il. publish an announcement as soon as possible. (RAl&7)

Note : Where the connected transaction is also arestiransaction,
major transaction, very substantial disposal, vesybstantial
acquisition or reverse takeover, the requirement $&hort
suspension of dealings under Rule 14.37 also applie

Independent shareholders’ approval requirements

When a listed issuer enters into a connected teéinsathe transaction and, in
the case of a continuing connected transaction, déyg, must be made
conditional on approval by independent shareholdBusle 14A.52).

Written independent shareholders’ approval is aedde in lieu of a physical

general meeting provided that: (i) no shareholdeuld be required to abstain
from voting if the listed issuer were to convengeameral meeting; and (i) the
written independent shareholders’ approval is olegifrom a shareholder or
closely allied group of shareholders who (togethesld more than 50% in

nominal value of the securities giving the rightattend and vote at general
meeting (Rule 14A.43 and Rule 14A.53).

The issuer must send a circular to shareholders:

(i)  within 15 business days after the publication @& #8mnouncement if the
connected transaction is to be approved by wayrafen shareholders’
approval; or

(i) if the transaction is to be approved by sharehsldegeneral meeting, at

the same time as or before the issuer gives nofittlee general meeting
to approve the transaction.
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The listed issuer is also required to establislindependent board committee
(consisting only of independent non-executive doecwho have no material
interest in the relevant transaction) to adviseratih@ders as to whether the
terms of the relevant transaction are fair and aeasle and whether the
transaction is in the interests of the issuer &edshareholders as a whole and
to advise shareholders as to how to vote. Theeisswst also appoint an
independent financial adviser acceptable to the h&mxge to make
recommendations to the independent board committeeelation to these
matters. (Rule 13.39(6)). The letters from theepehdent board committee
and the independent financial adviser must be deduin the circular to
shareholders (Rule 13.39(7)).

Voting on the relevant transaction must be by waypal. The following
persons are required to abstain from voting onluéisa(s) approving the
relevant transactions:

(i) any connected person with a material interestertridinsaction; and

(i)  any person falling within Rules 14A.13(1)(b)(i) (i@) that has a material
interest in the transaction and its associatede(R4A.18).

F. REQUIREMENTS FOR CONTINUING CONNECTED TRANSACTIONS

When a listed issuer enters into a non-exempt icoimiy) connected transaction:

© Charltons

in respect of each continuing connected transacthanlisted issuer must enter
into written agreement(s) with the connected per3dwe agreement must be on
normal commercial terms and must be for a fixedogewhich, except in special

circumstances, must not exceed 3 years. The agntemest also set out the
basis of the calculation of the payments to be m&gecial circumstances are
limited to cases where the nature of the transactquires the contract to be of
a duration longer than 3 years. In such casesinttependent financial adviser
will need to explain why a longer period for theregment is required and

confirm that it is normal business practice fortcacts of this type to be of such
duration; (Rule 14A.35(1))

Note: Examples of bases of calculation of the paysto be made include the
sharing of costs, price per unit for on-going pusshs, annual rental for
a lease, and percentage of total construction émsa management fee.
(Rule 14A.35(1) Note)

in respect of each connected transaction, thedlisguer must set a maximum
aggregate annual valuécgp”), the basis of which must be disclosed. This
annual cap must be expressed in terms of monetahye vrather than a
percentage of the issuer’'s annual revenue as defreen its latest published
audited accounts or, where consolidated accourts baen prepared, its latest
published audited consolidated accounts. The capt rbe determined by
reference to previous transactions and figures whie readily ascertainable
from published information of the issuer. If thene no previous transactions,
the cap must be made based on reasonable assusnplgdails of which must be
disclosed; (Rule 14A.35(2))

Note: Reference to annual revenue and other basgshelp to determine the
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monetary value of the cap. (Rule 14A.35(2) Note)

the listed issuer must comply with the reportind announcement requirements;
(Rule 14A.35(3))

The listed issuer must comply with the independemireholders’ approval
requirements, where applicable; (Rule 14A.35(4)) an

The issuer must comply with the annual review neaents described in Rules
14A.37 to 14A.40.

Exceeding cap

The listed issuer must re-comply with the reportiagnouncement and independent
shareholders’ approval requirements (Rule 14A.3%8Y (4)) in the following
circumstances:

1.

2.

if the cap is exceeded; or

when the relevant agreement is renewed or thexeriaterial change to the terms
of the agreement. (Rule 14A.36)

Annual review of continuing connected transactions

1.

© Charltons

When an issuer enters into a continuing connectetsaction not falling under
Rule 14A.33, each year the independent non-exexutirectors of the listed
iIssuer must review the continuing connected traimac and confirm in the
annual report and accounts that the transactiovs ibeen entered into:

(1) inthe ordinary and usual course of business ofisted issuer;

(2) either on normal commercial terms or, if there aret sufficient
comparable transactions to judge whether they aneoomal commercial
terms, on terms no less favourable to the listedasthan terms available
to or from (as appropriate) independent third partand

(3) in accordance with the relevant agreement govertiiegh on terms that
are fair and reasonable and in the interests o$tiheeholders of the listed
issuer as a whole. (Rule 14A.37)

When an issuer enters into a continuing connectetsaction not falling under
Rule 14A.33, each year the auditors must providiettar to the listed issuer’s
board of directors (with a copy provided to the lkaage at least 10 business
days prior to the bulk printing of the listed issgeannual report), confirming
that the continuing connected transactions:

(1) have received the approval of the issuer’s boadirettors;

(2) are in accordance with the pricing policies of fimed issuer if the
transactions involve provision of goods or serviggshe listed issuer;

(3) have been entered into in accordance with the aate\agreement
governing the transactions; and
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(4) have not exceeded the cap disclosed in previousuameement(s). (Rule
14A.38)

The listed issuer is required to allow, and to precthat the counterparty to the
continuing connected transactions will allow, thalitors sufficient access to
their records for the purpose of reporting on ttamgactions as set out in the
Listing Rules. The listed issuer's board of direstonust state in the annual
report whether its auditors have confirmed the enatstated in item 2 above, i.e.
Rule 14A.38. (Rule 14A.39)

A listed issuer must promptly notify the Exchangel @ublish an announcement
if it knows or has reason to believe that the imhelent non-executive directors
and/or the auditors will not be able to confirm thatters set out in item 1 and/or
2 above respectively. The listed issuer may have-womply with the reporting,
announcement and independent shareholders’ appregairements and any
other conditions the Exchange considers approprigiRule 14A.40)

Where a listed issuer has entered into an agreein&otving continuing
transactions and such transactions subsequentlymgecontinuing connected
transactions for whatever reason (e.g. due to & pa&coming a director of the
listed issuer), the listed issuer must, immediatgdgn it becoming aware of this
fact, comply with all applicable reporting, annusdview and disclosure
requirements in respect of all such continuing emted transactions. (In
practice, shareholders approval and the impositibrtaps are not required.)
(Rule 14A.41)

Upon any variation or renewal of the agreementjithhed issuer must comply in
full with all applicable reporting, annual reviewisclosure and independent
shareholders’ approval requirements in respect lbfcantinuing connected

transactions effected after such variation or reefRule 14A.41)

G. EXEMPTIONS FROM LISTING RULES REQUIREMENTS FOR

CONNECTED TRANSACTIONS

1.

© Charltons

Wholly exempt connected transactions (other than thse involving
financial assistance or the granting of options)

The following connected transactions are exemptmfrall reporting,
announcement and independent shareholders’ appexygErements:

(1) Intra-group transactions

(2) De minimistransactions

(3) Issues of new securities

(4) Stock Exchange dealings
(5) Purchases of own securities

(6) Directors’ service contracts
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(1)

)

®3)
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(7) Consumer goods or consumer services
(8) Sharing of administrative services

(9) Transactions with a person connected at the lefvahd‘insignificant”
subsidiary

(10) Transactions with associates of a passive investor

Intra-group transactions

Intra-group transactions are connected transacbetseen a listed issuer and a
non wholly-owned subsidiary or between its non Wholvned subsidiaries
where no connected person(s) of the listed issothef than at the level of its
subsidiaries) as defined under Rules 14A.11(1%}pi¢/are entitled to exercise,
or control the exercise of 10% or more of the \@tpower at any general
meeting of any of the subsidiaries concerned andenof the subsidiaries
concerned is itself a connected person under RiAell or Rule 1.01.

Note:  An interest of a connected person of thedigssuer (other than at the
level of its subsidiaries) in the subsidiary whishheld through the
listed issuer is to be excluded from the 10% ref@rro in this Rule.
(Rule 14A.31(1) Note)

According to Rule 14A.31(1A) which was added in @04 transaction between
a listed issuer’s non wholly-owned subsidiary refdrto in Rule 14A.11(5) and
any of its subsidiaries which are connected persog by virtue of being the

subsidiaries of the non wholly-owned subsidianadransaction between any of
these subsidiaries, is also exempt;

De minimistransactions

De minimistransactions are connected transactions on naommercial terms
where each or all of the percentage ratios (otiean the profits ratio) is/are:

(@) lessthan 0.1%;

(b) less than 1% and the transaction is a connectedattion only because it
involves a person who is a connected person ofigtexl issuer by virtue
of its/his relationship(s) with the issuer’s sulesig or subsidiaries; or

(c) lessthan 5% and the total consideration is lems HK$1,000,000;

(Rule 14A.31(2))

Note : This exemption does not apply to the is$ueew securities by a listed

issuer (other than its subsidiaries) to a connegpeison, which is

governed by Rule 14A.31(3). (Rule 14A.31(2) Note)

Issue of new securities

Where a listed issuer issues new securities toaamed person and:
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(@

(b)

(€)

(d)

Note:

the connected person receives a pro rata entitietoesecurities in its
capacity as shareholder; or

securities are issued under a share option schemzhwomplies with

Chapter 17 or securities that are issued underaee sbption scheme in
existence before the securities of the listed istst commenced dealing
on the Exchange for which approval for listing vgmanted at the time
such dealing first commenced; or

the connected person is acting as underwriter brusderwriter of an
issue of securities by the listed issuer, provitleat Rules 7.21(2) and
7.26A(2) have been complied with; or

(Rule 14A.31(3)(a) to (c))
Notes:

(1) The entity whose issue of securities is being wmdigen or
sub-underwritten by a connected person must mdkelifeclosure
of the terms and conditions of the underwriting thee listing
document.

(2) Excess application and the taking up of pro ratditeements in
respect of a rights issue or open offer are not nemted
transactions. Rules 7.21(1) and 7.26A(1) providat,thwhere
securities not subscribed by allottees are to lspaed of by means
of excess application forms, such securities masavailable for
subscription by all shareholders and allocated ofe& basis. An
intention to so offer such securities must be fdisclosed in the
rights issue or open offer announcement, listingutieent and any
circular.

(3) If alisted issuer which is a holding company atsunderwriter or
sub-underwriter of an issue of securities by itbsidiary that is
also a listed issuer, such transaction is also emted for the listed
holding company if the listed subsidiary is a cated person
under Rules 14A.11(5) or 14A.11(6). In this cake, listed issuer
which is a holding company is subject to connedtedsaction
requirements unless exempted under Rules 14A.8013A.31(2).
The exemption under this Rule is applicable toli$ted subsidiary
but not the listed holding company.

securities are issued to a connected person withirdays after such
connected person has executed an agreement tcergdumlding in that

class of securities by placing securities to adtlgerson who is not its
associate. The securities must be issued at amoickess than the placing
price. The placing price may be adjusted for theeases of the placing.
The number of securities issued to the connectezsbpemust not exceed
the number of securities placed by it (Rule 14Ad3)t(

Under Rule 13.28, the listed issuer is regdito make an announcement

containing details of the placing and subscriptioh shares by the
connected persoijRule 14A.31(d) Note)
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()

© Charltons

Stock exchange dealings

Stock exchange dealings are transactions fallindpimviRule 14A.13(1)(b)(i),
which comprises a dealing in securities listed loa Exchange or a recognised
stock exchange by a listed issuer in the ordinad/usual course of its business.
If the transaction is not carried out on the Exg®amr a recognised stock
exchange, this exemption will still apply if no cideration passes to or from a
connected person. This exemption will not applyhé purpose is to confer a
direct or indirect benefit upon a controller(s)associate of a controller who is
also a substantial shareholder in the relevant eomgRule 14A.31(4));

Purchase of own securities

Purchase of own securities is any purchase byelissuer of its own securities
from a connected person on the Exchange or a ressmhrstock exchange or
under a general offer made in accordance with teen Share Repurchases.
Where the purchase is on the Exchange or a reamystock exchange, this
exemption will not apply if the connected personwingly sells its securities to
the listed issuer (Rule 14A.31(5)).

Directors’ service contracts

Directors’ service contracts are the entering infoa service contract by a
director of the listed issuer with the listed igs(lRule 14A.31(6)).

Consumer goods or consumer services

This is the acquisition as consumer or realisatiahe ordinary and usual course
of business of consumer goods or consumer serlgicadisted issuer from or to
a connected person of the listed issuer on nororahtercial terms. Such goods
and services:

(&) must be of a type ordinarily supplied for privagewr consumption;
(b)  must be for the acquirer's own consumption or ag€,not be
(i)  processed into products of the acquirer or forleesm

(i)  otherwise for the purpose of or in connection vatty business or
contemplated business of the acquirer (whethecdosideration or
otherwise), except for the case where the issutteisacquirer and
there is an open market and transparency in tt@ngriof these
goods or services;

Note: Examples include utilities provided by addtissuer to a connected
person, meals consumed by a connected personestaurant owned by
the listed issuer, the acquisition of groceries its own use by a
connected person from a listed issuer involvedhéretailing of groceries,
and utilities provided by a connected person tasted issuer where the
prices are published or publicly quoted and appmlyocther independent
consumers.
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(©)

(d)

(e)

Note:

must be consumed or used by the acquirer in the state as when they

were acquired;

must be of a total consideration or value thatrisepresents less than 1%
of the total revenue or total purchases, as the oasy be, of the listed

issuer as shown in its latest published auditedowts or, where

consolidated accounts have been prepared, itst Iptédished audited

consolidated accounts; and

the transactions concerned must be on terms no favoairable to the
connected person than those available to indepénied parties or no
less favourable to the listed issuer than thosdadoka from independent
third parties (as the case may be);

Listed issuers are encouraged to consulBkehange at aearly stage to
determine whether a transaction falls within thepse of this Rule.
(Rule 14A.31(7))

Sharing of administrative services

This is the sharing of administrative services leetw a listed issuer and a
connected person on a cost basis. The cost ofettveces must be identifiable
and allocated to the parties involved on a fair aqditable basis. Examples
include company secretarial services, legal sesvacel staff training services.
(Rule 14A.31(8))

Transactions with a person connected at the Iehaah dinsignificant” subsidiary

A connected transaction on normal commercial texmsre:

@

(b)

the transaction is a connected transaction onlgumeeit involves a person
who is a connected person of the listed issuer iojues of its/his
relationship(s) with the issuer’s subsidiary orsdiaries;

the value of the relevant subsidiary’s total asgetsfits and revenue (or
the aggregate value of the relevant subsidiarigsil tassets, profits and
revenue) represents:

(i) less than 10% under the relevant percentage rasi@gfined under
Rule 14.04(9) for each of the latest three findngéars (or if less,
the period since the incorporation or establishneénihe subsidiary
or subsidiaries); or

(i) less than 5% under the relevant percentage ragiakefined under
Rule 14.04(9) for the latest financial year.

For this purpose, 100% of the subsidiary’s or gdlibgies’ total assets,
profits and revenue will be used to calculate #evant percentage ratios.

Where any of the calculations of the percentagégaproduces an
anomalous result, the Exchange may disregard thaladon and the listed

issuer must provide alternative tests which it aers appropriate to the
Exchange for consideration; and
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(©)

if any relevant subsidiary (or any of its subsiiiay is a party to the
transaction or if the securities or assets of tlevant subsidiary (or any
of its subsidiaries) are the subject of the tratisacthe consideration ratio
is less than 10%. This requirement will not applthe transaction is of a
revenue nature in the issuer’s ordinary and usmaise of business; and
(Rule 14A.31(9))

(10) Transactions with associates of a passive investor

© Charltons

A connected transaction of a revenue nature irotdeary and usual course of
the listed issuer’s business and on normal comiadrrims where:

(@

(b)

the transaction is a connected transaction onhaulme it involves an
associate (the “Relevant Associate”) of a substhsthareholder of the
listed issuer; and

the substantial shareholder is a passive investdhe listed issuer and
meets the following criteria:

(i) itis a sovereign fund, or a unit trust or mutuahd authorised by
the Commission or an appropriate overseas authority

(i) it has a wide spread of investments other thars#oarities of the
listed issuer and the Relevant Associate;

(i) it and the Relevant Associate are connected pemagsecause it
is a substantial shareholder of the listed issuer;

(iv) itis not a controlling shareholder of the listeduer;

(v) it does not have any representative on the boadireftors of the
listed issuer, and is not involved in the managenadrthe listed
issuer (including any influence over the listediess management
through negative control (e.g. its veto rights)noaterial matters of
the listed issuer); and

(vi) it is independent of the directors, chief execytieentrolling
shareholder(s) and any other substantial sharetig)d& the listed
issuer.

(Rule 14A.31(10))

Connected transactions exempt from the independensshareholders’
approval requirements

A connected transaction on normal commercial tawhsre each or all of the

percentage ratios (other than the profits rati@yes

(1)
(2)

less than 5%; or

less than 25% and the total consideration is lems HK$10,000,000,

is only subject to the reporting and announcemequirements set out in Rules
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14A.45 to 14A.47 and is exempt from the independdnatreholders’ approval
requirements.

Note: This exemption does not apply to the issueewof securities by a listed

issuer (other than its subsidiaries) to a connecgEtson which is
governed by Rule 14A.31(3).

(Rule 14A.32)

H. CONTINUING CONNECTED TRANSACTIONS EXEMPT FROM THE

REPORTING, ANNUAL REVIEW, ANNOUNCEMENT AND INDEPEND ENT

SHAREHOLDERS' APPROVAL REQUIREMENTS

1.
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Wholly exempt continuing connected transactions

The following continuing connected transactions|wie exempt from the
reporting, announcement and independent sharekbljgsroval requirements:

(1)

)

®3)

(4)

Consumer goods or consumer services

This exemption is the same as the exemption fonected transactions in
relation to consumer goods or consumer servicesusetbove.

(Rule 14A.33(1))

Sharing of administrative services

This exemption is the same as the exemption fonected transactions in
relation to sharing of administrative servicesmétabove.

(Rule 14A.33(2))

De minimis transactions

A de minimis transaction is a continuing connedtadsaction on normal
commercial terms where each of the percentagesrdtither than the
profits ratio) is/are on an annual basis:

(@) lessthan 0.1%;

(b) less than 1% and the transaction is a connectedacton only
because it involves a person who is a connectesbpeaf the issuer
by virtue of its/his relationship(s) with the issgesubsidiary or
subsidiaries; or

(c) less than 5% and the annual consideration is Idsmn t
HK$1,000,000;

Transactions with a person connected at the lev&no“insignificant”
subsidiary

A continuing connected transaction that meets &wgiirements in Rule
14A.31(9); and
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(5) Transactions with associates of a passive investor

A continuing connected transaction that meets &wgiirements in Rule
14A.31(10).

The following notes apply in respect of continuicmnnected transactions with
persons connected at the level of an “insignifitasubsidiary or with an
associate of a passive investor.

Notes: 1. When a connected person no longer meetsanditions
under Rule 14A.33(4) or 14A.33(5), the issuer neLgbject
to Note 2 to Rule 14A.33, comply with all applieabl
reporting, annual review, announcement and indepahd
shareholders’ approval requirements for its subssdu
continuing connected transactions with the conreeptrson.

2. If the connected person no longer meets the camditinder
Rule 14A.33(4) or 14A.33(5) during the term of gne@ment
for continuing connected transactions, the issuronly
required to comply with the applicable reportingnnaal
review and announcement requirements if:

(@ the agreement is for a fixed period with fixed t&rm
and

(b) the exemption under Rule 14A.33(4) or 14A.33(5)
applies at the time of the agreement.

Issuers are encouraged to consult the Exchangéerapplication
of this Note(Rules 14A.33(4) and (5))

2.  Continuing connected transactions exempt from the ndependent
shareholders’ approval requirements

A continuing connected transaction on normal coneiaéterms where each or
all of the percentage ratios (other than the @aéitio) is/are on an annual basis:

(1) less than 5%; or

(2) less than 25% and the annual consideration ighessHK$10,000,000

is only subject to the reporting and announcemequirements set out in Rules
14A.45 to 14A.47, the annual review requirementsose in Rules 14A.37 to
14A.40 and the requirements set out in Rules 14A)38nd 14A.35(2). It is

exempt from the independent shareholders’ appree@lirements of Chapter
14A. (Rule 14A.34)

EXCHANGE'’S DISCRETION ON EXEMPTIONS

In relation to all the above exemptions for conadctransactions and continuing
connected transactions, the Exchange reservesothergo specify that an exemption
will not apply to a particular transaction. The Baoge may also require, at its
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discretion, that any other connected transactiombde conditional on independent
shareholders’ approval and that the requirememtsdeking independent shareholders’
approval and independent financial advice will gppl(Rule 14A.30)

J. EXEMPT FINANCIAL ASSISTANCE

As mentioned above, the provision of financial stssice will constitute a connected
transaction if it involves a listed issuer and eith connected person or a Commonly
Held Entity.

1.  Wholly exempt financial assistance provided by thésted issuer

The extent of the exemptions available for finaheissistance provided by a
listed issuer depend upon whether or not the filghmssistance is provided in
the issuer’s “ordinary and usual course of busihedsch is defined to mean
financial assistance provided only by banking conmgs (Rule 14A.10(9)).

A “banking company” is a bank, restricted licencank or deposit taking

company as defined in the Banking Ordinance andseas banks. Financial
assistance provided by any other types of issusggarded as not being in the
ordinary and usual course of business.

Financial Assistance Provided by a Listed Issuer

Financial assistance provided by a listed issuertbfe benefit of a connected
person or Commonly Held Entity is fully exempt (ifeom all the reporting,

announcement and independent shareholders’ appregairements) in the
following situations:

(1) it is provided by a banking company on normal comuiaé terms (or
better to the listed issuer) (Rule 14A.65(1)); or

(2) itis provided

(@) inthe ordinary and usual course of business ofisted issuer (i.e.
by a banking company) but not on normal commertgans (or
better to the listed issuer); or

(b) not in the ordinary and usual course of business iy an issuer
that is not a banking company) but on normal consrakterms (or
better to the listed issuer),

and where each or all of the percentage ratio®(dttan the profits ratio)
isfare: (i) less than 0.1%; (ii) less than 1% ahd transaction is a
connected transaction only because it involves esope who is a
connected person of the issuer by virtue of its/aiationship(s) with the
issuer’s subsidiary or subsidiaries; or (iii) léisan 5% and the total value
of the assistance plus any preferential benefihédoconnected person, or
Commonly Held Entity, is less than HK$1,000,000ulR14A.65(2)); or

(3) it is provided by a listed issuer for the benefitaoconnected person in

which the listed issuer is a shareholder, or anpm@only Held Entity, not
in the ordinary and usual course of business fye.a non-banking
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company) but on normal commercial terms (or bdtiehe listed issuer),
provided that the assistance being provided israpgrtion to the listed
issuer’'s equity interest in the connected persotherCommonly Held
Entity. In addition, any guarantees given by tis¢elil issuer must be on a
several (and not a joint and several) basis (Rake@5(3)).

Wholly exempt financial assistance provided to adied issuer

Financial assistance provided by a connected pensarCommonly Held Entity
for the benefit of a listed issuer is fully exeniptt is on normal commercial
terms (or better to the listed issuer) provided timsecurity over the assets of
the listed issuer is granted in respect of thenfiiedl assistance (Rule 14A.65(4)).

Partially exempt financial assistance provided by disted issuer

Financial assistance provided by a listed issuéchwvis a banking company

Financial assistance provided by a banking compfamythe benefit of a
connected person or any Commonly Held Entity wél fartially exempt (i.e.
subject to the reporting and announcement requingsnieut exempt from the
requirement for independent shareholders’ approifalj is not on normal
commercial terms (or better to the listed issurd) @here each of the percentage
ratios (other than the profits ratio) is/are:

(i) less than 5%; or
(i) less than 25% and the total value of the assistphuse any preferential
benefit to the connected person or the Commonlyl Hgltity is less than

HK$10,000,000 (Rule 14A.66(1)).

Financial assistance provided by a listed issuécinis not a banking company

Financial assistance provided by a listed issuechvis not a banking company
for the benefit of a connected person or a Commdiéld Entity if the
assistance is not in proportion to the listed issuterest in the Commonly
Held Entity or guarantees given by the issuer ateon a several basis, will be
exempt from the independent shareholders’ apprreealirement if:

(&) itis provided on normal commercial terms (or bettethe listed issuer);
and

(b) each of the percentage ratios (other than thetpraitio) is/are: (i) less
than 5% or (ii) less than 25% and the total valiihe assistance plus any
preferential benefit to the connected person org¢levant company is less
than HK$10,000,000. (Rule 14A.66(2))

Options
(1) The grant, acquisition, transfer, or exercise obption involving a listed
issuer and its connected person will be treatea esnnected transaction

and classified by reference to the percentagesrdtither than the profits
ratio). (Rule 14A.68)
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(2) The termination of an option by a listed issuer wlso be treated as a
connected transaction and classified by refereadhe percentage ratio
(other than the profits ratio), unless the termarais in accordance with
the terms of the original agreement entered intdhieylisted issuer and
does not involve payment of any amounts by wayesfatty, damages or
other compensation. Thie minimisexemptions described above apply to
options. The listed issuer must comply with the nawted transaction
requirements and the specific requirements of RIS 69 to 14A.71 of
the Listing Rules. (Rule 14A.68)

K. AGGREGATION OF CONNECTED TRANSACTIONS AND CONTINUIN G

CONNECTED TRANSACTIONS

1.

© Charltons

The Exchange will aggregate a series of connecaeddctions and treat them as
if they were one transaction if they were all costed within a 12-month period

or are otherwise related. In such cases, the lissger must comply with the

requirements for the relevant classification of de@nected transactions when
aggregated. Where a series of acquisitions of @assetr a longer period is being

aggregated under Rule 14.06(6)(b) (i.e. they ctutstia reverse takeover), the
aggregation period for such acquisitions shall c@4 rather than 12 months.

(Rule 14A.25)

Factors which the Exchange may take into accountidtermining whether
connected transactions will be aggregated includetier the transactions:-

(1) are entered into by the listed issuer with the saamty or with parties
connected or otherwise associated with one another;

(2) involve the acquisition or disposal of securitigs am interest in one
particular company or group of companies;

(3) involve the acquisition or disposal of parts of asset; or

(4) together lead to substantial involvement by thiedigssuer in a business
activity which did not previously form a part oftlisted issuer’s principal
business activities.

(Rule 14A.26)

The Exchange may consider aggregating all contgngimnnected transactions
with a single connected person to determine in Wwitategory the aggregated
transaction falls. (Rule 14A.27)

For the purposes of aggregating connected traosactia listed issuer must
consult the Exchange before it enters into any gsed connected transaction(s)
if:

(1) any circumstances described in paragraphs 2 oo@eagxist in respect of
such proposed connected transaction(s) and anyr otl@nected
transaction(s) entered into by the listed issuathe preceding 12-month
period; or

(2) the proposed connected transaction(s) and any tHresaction(s) entered
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into by the listed issuer involve acquisitions ekets from a person or
group of persons or any of his/their associatehiwi24 months of such
person or group of persons gaining control (asneefiin the Takeovers
Code) of the listed issuer (other than at the levéls subsidiaries). (Rule
14A.27A(1) and (2))

The listed issuer must provide details of the taatiens to the Exchange to

enable it to determine whether the transactiond bé aggregated. (Rule
14A.27A)

Note: This Rule serves to set out certain speciftumstances where the listed
issuer must seek guidance from the Exchange béfameters into any
proposed connected transaction(s). The Exchangg nevertheless
aggregate connected transactions where no priorsattation was made
by the listed issuer. (Rule 14A.27A Note)

L. QUALIFIED PROPERTY ACQUISITIONS

Definition of qualified property acquisition, qualified issuer and qualified
connected person

1. Qualified property acquisition

A qualified property acquisition means an acquisitiof land or property

development project in Hong Kong from GovernmenGorvernment-controlled

entities through a public auction or tender; oramquisition of governmental

land in the Mainland from a PRC Government Bodydened in Rule 19A.04)

through a tender, auction, or listing-for-sale goeel by the PRC law, subject to
the discretion of relaxation of requirement by thechange set out in Rule
14.04(10C). (Rule 14.04(10C) and Rule 14A.10(10C)

2. Qualified issuer

A qualified issuer means an issuer actively engagedoperty development as a
principal business activity. (Rule 14.04(10B) andeR14A.10(10B))

3.  Qualified connected person

A qualified connected person means a connectedmpafthe qualified issuer

solely because he/it is a substantial sharehotuteity associate) in one or more
of the qualified issuer’s non wholly-owned subsigia formed to participate in

property projects, each of which is single purpasd project specific. This

connected person may or may not have representatiothe board of the

subsidiary/ subsidiaries. (Rule 14A.10(10A))

Exemption from shareholders’ approval requirements
The Exchange exempts the formation of a joint ventwy a qualified issuer and a
gualified connected person to make a qualified @ryp acquisition from

shareholders’ approval requirements provided that:

(1) the project will be single purchase, relating tce tlcquisition and/or
development of a specific property, and consisigtiit the purpose specified in
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the auction or tender document;

(2) the joint venture arrangement is on an arm’'s lergdkis and on normal
commercial terms;

(3) the joint venture agreement contains clause(s)aetfect that the joint venture
may not, without its partners’ unanimous consent:

(a) change the nature or scope of it business, atitglié are changes, they
must be consistent with the scope or purpose seédif the auction or
tender document; or

(b) enter into any transactions which are not on arisdength basis; and

(4) the independent board committee and independeandial adviser have
confirmed that:

(@) the acquisition is in the group’s ordinary and Usicairse of business;
and

(b) the acquisition and the joint venture, includirg financing and profit
distribution arrangements, are on normal commetgghs, are fair
and reasonable and in the interests of the issukits shareholders as
a whole. (Rule 14A.72)

A qualified issuer is required to announce the daation as soon as possible after
receiving notification of the success of the bidthg joint venture. If any details of
the acquisitions or the joint venture required éodisclosed are not available when
the qualified issuer publishes the initial annoumest, subsequent announcement(s)
must be published to disclose the details as sequracticable after they have been
agreed or finalized. (Rule 14A.73(1) and (2))

M.  WAIVERS
The Exchange may grant a waiver from any requirésnender Chapter 14A in
individual cases where it thinks appropriate, sttbje any conditions that it may
impose. (Rule 14A.07 and Rule 14A.44). In paricuthe Exchange will consider
granting waivers for the following transactions [RUL4A.42):
1. Transaction relating to non-executive directors
The Exchange may waive the circular and sharehsldgproval requirements
for a connected transaction with a non-executiveatior of the issuer or its

subsidiaries if the Exchange is satisfied that:

Q) The transaction is connected only because of therest of a
non-executive director;

(2) such director does not control the issuer and hiscipal business
interest is not the issuer; and

3) the issuer’s auditor or an acceptable financialisdvhas given the
opinion that the transaction is fair and reasont@btée shareholders as a
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whole.

Provision of guarantees to connected persons or Canonly Held Entities for
public sector contracts awarded by tender

The Exchange may also consider granting wavier dojoint and several
guarantee or indemnity provided by the issuer thial party creditor for the
obligations of a non wholly-owned subsidiary unBeie 14A.11(5) and (6) or a
Commonly Held Entity if:

Q) the guarantee or indemnity is required in conneciith a government
or public sector contract awarded by tender;

2) each of the other shareholders of the non whollpedvsubsidiary or
Commonly Held Entity has given a similar joint aselieral guarantee or
indemnity to the third party creditor; and

3) each of the other shareholders of the non whollpexvor Commonly
Held Entity has agreed to indemnify the issuer fbe liability
guaranteed, or indemnified at least in proportiiits equity interest in
the subsidiary or entity. The issuer must alssfsathe Exchange that
such shareholder indemnity is sufficient.

Continuing connected transactions of new applicants

The Exchange may grant a waiver from the announceraed independent
shareholders’ approval requirements for continuicgnnected transactions
entered into by a new applicant or its subsidiarigSeneral waivers will not be
granted. The new applicant must disclose in thini document its sponsor’s
opinion on whether the transactions are in theeisswrdinary and usual course
of business, on normal commercial terms, are fad eeasonable and in the
interests of the shareholders as a whole.

This note contains a summary only of certain reguients of the Hong Kong Listing Rules in
relation to connected transactions. Its conterdandt constitute legal advice and it should
not be relied upon as such. Specific advice shbeldought in relation to any particular

situation.
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