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Building Hong Kong’s Capacity for Future Financial
Services

Human capacity is always the most valuable asset to the
banking industry because banks’ performance and
customer services depend heavily on the capabilities
and qualities of their people. In order to improve the
competitiveness of Hong Kong as a global financial
center, regulators and authorities have put together
efforts to build Hong Kong's capacity.

Launch of the Sustainable Finance Internship Initiative

On October 12, 2022, the Green and Sustainable
Finance Cross-Agency Steering Group (Steering Group
launched the Sustainable Finance Internship Initiative
(the Initiative) as part of a collaborative effort to build
capability for the industry. The Initiative aims to create
more internship opportunities in Hong Kong for students.

The Steering Group has been working closely with the
industry and academia to address capacity and data
constraints, developing resources for market
participants. The Initiative goes one step further by
offering students an opportunity to gain practical hands-
on experience in sustainable finance, deepen their
understanding of this sector and related career
prospects, thereby inspiring them to specialize in this
field.

To facilitate access to sustainable finance internships,
postings under the Initiative will be centralized at the
internship repository of the Centre for Green and
Sustainable Finance. The Hong Kong Monetary
Authority (HKMA), the Securities and Futures
Commission, the Insurance Authority and the Mandatory
Provident Fund Schemes Authority are encouraging
their respective constituents to join the Initiative.
Steering Group agencies will also soon commence
hiring interns to support their own policy and market
development work in sustainable finance.
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The HKMA has earlier engaged the Hong Kong
Association of Banks and the Hong Kong Institute of
Bankers to undertake an industry-wide “Capacity
Building for Future Banking” exercise to take stock of
potential talent gaps during 2021 to 2025, with the aim
of developing a clear directional road map for banks to
collaborate with other stakeholders in addressing the
industry’s talent need for the future. In the exercise,
following observations have been made:

0] Digital banking is a global trend with emerging
business opportunities and for the banks to stay
relevant in an increasingly competitive
landscape. Technological and data skills will be
in high demand as banks transform from
traditional to digital.

(ii) Talents have to equip with knowledge about
Guangdong-Hong Kong-Macao Greater Bay
Area (GBA) in terms of customer needs, legal
and policy requirements and market operations,
and be Putonghua-proficient.

(i) Over 40% of banking practitioners interviewed
believe climate-related risk management is a
major skills gap, knowledge on Environmental,
Social and Governance (ESG) research and
product innovation will be in demand.

(iv) As financial crimes get increasingly
sophisticated and globally connected, the
banking industry will need to continue managing
cross-border financial crime, money-laundering
and bribery risks faced by its associates, such
as business partners, third-party service
providers and customers.

(v) Customer service is fast becoming an
increasingly  important  differentiator  of
competitiveness when banks continue to
navigate through digital transformation. Soft skill
gaps such as creativity, cross-border
networking skills, analytical and interpretive
skills, adaptability, communication skKills,
customer connection skills and multi-tasking
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ability are found in the banking sector of Hong
Kong.

Simply put, the key skill gaps in the banking workforce
that need to be filled to support the planned business
expansion of the industry during the coming five years
will primarily be in three major areas, namely
technological and data skills (e.g. application of artificial
intelligence), banking knowledge (e.g. specific
knowledge in the GBA) and specific soft skills (e.g.
creativity).

Methods to improve human capacity and narrow skKill
gaps

Sound practices in talent management that could help
narrow the skill gaps have been identified in the
exercise. These practices involve reskiling and
redeploying existing banking practitioners in ways that
will help them develop knowledge and expertise in those
new skills required. Summary of the methods suggested
in the exercise is set out below.

Reskilling

Reskilling is crucial to continue empowering the
workforce and promote staff morale and retention, which
also helps maintain the stability of the financial system.

Banks can forecast talent requirements based on their
business plans and formulate reskilling strategies
accordingly. It is also suggested that banks can assess
the impact of technology and business changes on the
transformation risks in different job roles when it is
formulating a talent development and reskilling plan. For
instance, existing skills on manual processes will need
to be redeveloped into an ability to perform oversight,
case management and data analysis when
technological tools are in place. Banks should also
ensure sufficient opportunities remain available to
empower staff, such as job rotation and short-term
secondment across various functions with the promotion
of a conducive learning environment and culture.
Flexible work arrangement, subsidies and examination
support for workforce are also encouraged to be given
to motivate and build up momentum in staff reskilling,
such that the talent gaps could be addressed.

Redeployment

It is identified that banks should formulate a clear staff
redeployment policy and to provide sufficient staff
support. For instance, regular and structured
evaluations of staff capabilities can be conducted and
results of the evaluation can be mapped against the
workforce requirements of both existing and emerging
roles to determine redeployment needs. Banks are also
advised to identify redeployment opportunities and
communicate such information to their staff, as well as

develop a job conversion programme for different
business functions to ensure a smooth redeployment
process. Staff communication and support are also
important to limit impact of redeployment on staff and
bank operation, for example, banks should give timely
clarifications to address staff's concerns and may
provide in-house sharing workshops and course fee
reimbursement.

Recruitment

Banks, industry associations and educational
institutions are suggested to explore collaboration
opportunities in expanding the talent pool by targeting
both current banking practitioners and future talent.
More practical experience and stronger practical skills
training should be provided to prospective industry
practitioners. Skills-based hiring would also likely to
enhance banks’ recruitment assessment and
personality traits assessment in recruitment may
address the specific soft skills required. Banks and
industry associations may also attract prospective
talents from other industries and jurisdiction by
refreshing industry image.

Remarks

With the growing adoption of technology and the
development of the GBA, new business opportunities
and skillsets from the workforce would be in demand.
The Initiative and the joint paper are good collaborative
efforts of the stakeholders to address the need of
capacity building of Hong Kong in the banking sector.

Indeed, efforts to systemically inspire, integrate and
empower younger professionals should be recognized
as a social priority for Hong Kong. In an increasingly
digitalized society, collaborative knowledge and
experience sharing in a massive scale can accelerate
Hong Kong’'s capacity building. Established
professionals can also plow back by regularizing skill
transition via capacity building programs.
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Hong Kong Accounting and Financial Reporting
Council Publishes 2022 Annual Investigation and
Compliance Report

On October 20, 2022, the Hong Kong Accounting and
Financial Reporting Council (AFRC) published its 2022
Annual Investigation and Compliance Report (the
Report). The Report reviews the work of the
investigation and inquiry functions of the AFRC in the
year ended March 31, 2022. It highlights the key findings
and observations on the professional conduct of CPAs
and financial reporting compliance. The Report aims to
provide auditors, boards, and audit committees of listed
entities with insights on suggestions that would help in
better discharging their reporting or governance
responsibilities.

For the professional conduct of CPAs, AFRC found the
most common areas where auditing irregularities or
practice irregularities were identified during the year
include:

1. Engagement quality control review: Engagement
quality control review is a quality control procedure
required for audits of listed entities’ financial
statements or other audit engagements the audit
firm has determined that such control review is
required, in accordance with HKSA 220 Quality
Control for an Audit of Financial Statements. AFRC
found that engagement quality control reviewers did
not adequately and critically challenge the nature
and extent of audit procedures performed and
evidence obtained during the audits and objectively
evaluate the conclusion reached by the engagement
teams. For example, they did not sufficiently
challenge the decision of the engagement team in
respect of the impairment assessment of certain
listed investments and identify the relevant non-
compliance.

2. Sufficient appropriate audit evidence: AFRC
found that auditors failed to obtain sufficient

appropriate audit evidence, which may result in the
auditor giving an inappropriate audit opinion on the
financial statement. This includes the auditor relying
on discussion with management and the audit
committee in relation to the recognition of an
impairment loss of receivables of a former
subsidiary and failure to perform audit procedures to
identify that the impairment of the relevant
receivables had already been fully provided for at
the time when the subsidiary was disposed of in the
prior year.

3. Professional skepticism: AFRC found that the
auditor failed to exercise professional skepticism
during the audit, including the auditor’s failure to
critically evaluate the reliability of the cash flow
forecasts used in the impairment assessment of the
interest in an associate, despite the fact that the
actual result of the associate was less than the prior
year forecast.

4. Professional judgment: AFRC also found that the
auditors failed to exercise appropriate professional
judgment. For example, the auditor failed to have a
proper assessment of the modification of terms of
the promissory note issued by a listed entity to
determine whether it was substantial and to have an
understanding of the substance and rationale of the
modification.

5. Audit of accounting estimates: AFRC found that
there are deficiencies in auditing accounting
estimates and thereby increasing the risk of material
misstatement. For example, the auditor failed to
adequately evaluate the reasonableness of the
credit rating and effective interest rate used in the
valuation of the convertible bonds issued by a listed
entity.

6. Using the work of an auditor’'s expert: AFRC
found that the auditor fails to evaluate the
competence, capabilities, objectivity, field of
expertise, and adequacy of the work of the auditor’s
expert and also fails to identify the deficiencies in the
expert's work with regards to the review of the
valuation of financial liabilities provided by the listed
entity.

For financial reporting compliance, AFRC identified that
there is non-compliance with financial reporting
requirements in the review of financial statements under
their Financial Statements Review Programme (FSRP)
during the year. Among other things, it includes,

1. Impairment assessment of financial assets:
Hong Kong Financial Reporting Standard (HKFRS)
9 Financial Instruments (HKFRS 9) requires an
entity to adopt an expected credit loss (ECL) model
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in the impairment assessment of financial assets,
the model requires the consideration of forward-
looking information, which focuses on the risk that
the counterparty will default. However, in an inquiry,
AFRC identified that no forward-looking information
about future economic conditions was considered in
estimating the probabilities of default and the
recovery rates for the debtors.

2. Impairment of assets and fair value
measurement: AFRC identified that there are
deficiencies in the measurement of the fair value in
some cases, including non-compliance to certain
accounting rules in the calculation.

3. Non-compliance with disclosure requirements:
AFRC also identified that some disclosures relating
to the timing of satisfaction of performance
obligations and the related judgments were
inadequate, and certain disclosures in relation to fair
value measurements were omitted by listed entities.
Furthermore, in one case where the listed entity
acquired the entire issued share capital of another
entity subsequent to the reporting period, the listed
entity did not disclose the information about the
acquisition.

The Report also highlights some key aspects of the
plans of AFRC to further strengthen their investigation
and inquiry functions in the coming year. It includes
enhancing processes and procedures, strengthening
cooperation with other regulators, and preparation for
further reform.
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The Stock Exchange of Hong Kong Limited
Publishes Consultation Paper on New Listing Rules
for Specialist Technology Companies

On October 19, 2022, the Stock Exchange of Hong Kong
Limited (the Exchange) published a consultation paper
(Consultation Paper) seeking public feedback on
proposals to expand Hong Kong's existing listing regime
to permit listings of specialist technology companies.

A specialist technology company (Special Technology
Company) is defined to be a company primarily engaged
in the research and development of, and the
commercialization and/or sales of, products and/or
services that apply science and/or technology within an
acceptable sector of a specialist technology industry.
The list of specialist technology industries and the
respective acceptable sectors (Special Technology)
considered by the Exchange to fall within the scope of
the proposed regime will be published in a guidance
letter and will be updated from time to time. According to
the draft list of specialist technology industries proposed
by the Exchange, specialist technology industries
include cloud-based services, artificial intelligence,
semiconductors, aerospace technology, new energy
generation, new food technology, etc.

Under the proposed regime, Specialist Technology
Companies will be categorized into Commercial
Companies, which are able to meet the proposed
commercialization revenue threshold at the time of
listing, and Pre-Commercial Companies, which have not
yet met the proposed commercialization revenue
threshold at the time of listing, with more stringent
requirements for Pre-Commercial Companies given
their risk profile.

A summary of the key proposals in the Consultation
Paper is set out below:

Qualifications for Listing

Commercialization Revenue Threshold: Commercial
Companies are defined as those that have at least
HK$250 million revenue arising from their Specialist

Technology business segment for the most recent
audited financial year

Minimum expected market capitalization at listing:
HK$8 billion for Commercial Companies and HK$15
billion for Pre-Commercial Companies

Research and Development: all applicants must have
been engaged in research and development (R&D) for
at least three financial years prior to listing, with
investment amounting to at least 15 per cent of total
operating expenditure for Commercial Companies and
50 per cent for Pre-Commercial Companies

Minimum third party investment: the listing applicant
must have received meaningful investment from
Sophisticated Independent Investors.

¢ Definition of Sophisticated Independent Investors:
0 must not be a core connected person of the
listing applicant (excluding a person being
connected only by virtue of being a substantial
shareholder); and
o0 must be a sophisticated investor who meets any
of the indicative size thresholds or qualification
requirement
o the Exchange would generally consider the
following as sophisticated investors:
= anasset management firm with asset under
management (AUM) of, or a fund with a fund
size of, at least HK$15 billion;
= a company having a diverse investment
portfolio size of at least HK$15 bhillion;
= an investor of any of the types above with
an AUM, fund size or investment portfolio
size (as applicable) of at least HK$5 billion
where that value is derived primarily from
Specialist Technology investments; and
= akey participant in the relevant upstream or
downstream industry with  substantial
market share and size, as supported by
appropriate  independent market or
operational data

e As an indicative benchmark, an applicant meeting
the following requirements will generally be
considered as having received “meaningful
investment”:

o third party investment from at least two
Sophisticated Independent Investors who have
invested at least 12 months before the date of
the listing application, each holding such
amount of shares or securities convertible into
shares equivalent to 5% or more of the issued
share capital of the listing applicant as at the
date of the listing application and throughout the
pre-application 12-month period (Pathfinder
Sophisticated Independent Investors); and
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O aggregate investment from all Sophisticated
Independent Investors meeting the prescribed
minimum percentage of issued share capital of
the applicant at the time of listing ranging from
10 per cent to 20 per cent (Commercial
Company) or 15 per cent to 25 per cent (Pre-
Commercial Company), depending on the
applicant's expected market capitalization at
listing

Path to commercialization: a Pre-Commercial
Company must demonstrate a credible path to achieving
the Commercialization Revenue Threshold and disclose
this in its listing document. It must also:

e explain and disclose, in detail, the timeframe for,
and impediments to, achieving the
Commercialization Revenue Threshold; and

¢ tothe extent that its working capital (after taking into
account the listing proceeds) is insufficient to meet
its needs before it achieves the Commercialization
Revenue Threshold, describe the potential funding
gap and how it plans to further finance its path to
achieving the Commercialization = Revenue
Threshold after listing

A credible path to achieving of the Commercialization
Revenue Threshold could be demonstrated by binding
contracts or non-binding framework agreements, with
reasonably sufficient details on the timeframe and
milestones for commercialization, in respect of the
Specialist Technology products that the applicant has in
place.

IPO requirements

e an optimized price discovery process

e aminimum free float of at least HK$600 million upon
listing

e disclosures including on pre-IPO investment
obtained, commercialization status and prospects,
and appropriate warning statements

Post-1PO requirements

e Post-IPO lock-ups on controlling shareholders and
key persons of 12 months (for a Commercial
Company) and 24 months (for a Pre-Commercial
Company) and the Pathfinder Sophisticated
Independent Investors of 6 months (for a
Commercial Company) and 12 months (for a Pre-
Commercial Company)

e Additional continuing obligations for  Pre-
Commercial Companies, including additional
disclosures in interim and annual reports on the
progress made  towards achieving the
Commercialization Revenue Threshold, and
updates on any business and financial estimates
provided in the Listing Document

The Exchange believed that new proposals would
expand the range of companies that can access Hong
Kong’s deep, liquid, international markets and will offer
investors even greater choice. The new proposed rules
would help to drive growth in talent and investment
across five frontier industries, such as in Greentech, in
the region and beyond. It is expected that the new
proposed rules would further elevate Hong Kong’'s
position as the listing venue of choice for innovative
companies from around the world.
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Source &jR:
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The Stock Exchange of Hong Kong Limited
Publishes New Guidance Note on Cooperation and
Updated Sanctions Statement

On October 25, 2022, the Stock Exchange of Hong Kong
Limited (the Exchange) published (1) a new Guidance
Note on Cooperation (Note), and (2) a revised
Enforcement  Sanctions  Statement  (Sanctions
Statement). The Enforcement Policy Statement has
been updated to include links to these documents. The
new set of guidance materials will provide greater clarity
and transparency for listed issuers.

The Note seeks to provide further clarity on: (a) what
constitutes, and what does not constitute, cooperation in
the context of the Exchange’s work, and (b) the
Exchange’s approach to cooperation. It sets out
examples of what may constitute good cooperation
between the Exchange and the relevant stakeholders
and the possible benefits. The Note also describes what
may be construed as uncooperative conduct and the
possible consequences.

The following are non-exhaustive examples which may

be recognized as cooperation:

e providing true and complete information and
documents regarding the suspected breach or
misconduct;
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e demonstrating a willingness to prioritize and devote
resources to investigate the matter and respond to
the Exchange’s enquiries. For example, timely
response to the Exchange and early and proactive
reporting to the Exchange of breaches or
misconduct;

e willingness to take responsibility by the Parties for
the breaches and/or misconduct, and to admit any
breaches at an early stage; and

e seeking early resolution of enforcement action by
initiating settlement negotiations with the Exchange
and, if the Exchange has indicated the sanctions
that it proposes to recommend, providing early
acceptance of those sanctions (prior to the
commencement of disciplinary action).

Cooperation may be recognized by a reduction in the
sanction and/or the inclusion of a statement in respect
of the cooperation in a publication by the Exchange in
respect of a disciplinary matter (such as a news release
or statement of disciplinary action).

Uncooperative conduct includes but is not limited to:

e a failure to respond to the Exchange, including a
failure to provide substantive responses to some or
all of the Exchange’s enquiries;

e provision of inaccurate, incomplete or misleading
information;

e unnecessarily
investigation;

o failure to attend an interview or disciplinary hearing
at which a Party has been requested to appear; or

e the provision of late submissions, evidence or
documents.

prolonging the Exchange’s

Parties should take note that if they fail to provide

relevant submissions, information or evidence at the

appropriate time, then this may result in one or more of
the following consequences:

e the Listing Committee may attach less weight to any
late submissions or materials, or draw adverse
inferences from the fact that they were raised at a
late stage;

e the conduct may be considered an aggravating
factor, to be taken into account when determining
the appropriate sanction; and/or

e the party may be found to be in breach of its
obligation to cooperate, resulting in the imposition of
a sanction on grounds of noncooperation, even if a
failure to cooperate has not been alleged in the
disciplinary report.

The Sanctions Statement has been revised to provide
further clarity on the Exchange’s expectations in respect
of a listed issuer’s internal controls, and the extent to
which an individual may rely on others in the discharge
of duties.

The range of breaches which may warrant the imposition
of disciplinary sanctions is broad and includes both
“active” and “passive” misconduct. Passive misconduct
would include a failure to take sufficient steps to
discharge a duty. Accordingly, the Exchange considers
that public sanctions may and often will be appropriate
for issuers and/or individuals where there are control
environment failings (for example, internal control
deficiencies, or insufficient oversight) for which they are
responsible, even if these failings do not directly lead to
any other breaches or loss.

In determining an appropriate sanction, the Listing
Committee may consider, among others, the extent a
respondent has relied on others (including but not limited
to other directors, senior management, staff members
and professional advisers) and whether such reliance is
in the circumstances reasonable, such as whether the
respondent has continued to (i) give adequate oversight,
(ii) apply professional skepticism, and (iii) exercise
independent judgement.

The primary sanctions available following the revisions
of the Exchange’s disciplinary powers and sanctions in
July 2021 have been incorporated in the updated
Sanctions Statement to provide more transparency.
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The Court of First Instance Orders Sound Global Ltd.
Chairman to Purchase Shares from Investors

On October 6, 2022, the Securities and Futures
Commission of Hong Kong (SFC) announced that it has
obtained an order in the Court of First Instance against
the chairman and executive director of Sound Global Ltd.
(Sound Global), Mr. Wen Yibo, to purchase shares held
by the other shareholders of the company at a price to
be determined by the Court after he was found to have
orchestrated a scheme to falsify the company’s bank
balances and fabricated relevant bank statements and
balance confirmations.

Sound Global is an investment holding company listed
on the Singapore Exchange Securities Trading Limited
and on the Main Board of The Stock Exchange of Hong
Kong Limited (Exchange) (former stock code: 967) since
6 October 2006 and 30 September 2010 respectively. It
was voluntarily delisted from the Singapore Exchange
Securities Trading Limited on 27 January 2014 and was
delisted by the Exchange with effect from 13 September
2022. Mr. Wen is the founder of Sound Global, and had
been a chairman and executive director of the company
since 7 November 2005.

On 13 April 2016, trading in Sound Global’'s shares was
suspended pursuant to Rule 8(1) of Securities and
Futures (Stock Market Listing) Rules. On 14 June 2019,
the SFC commenced proceedings under section 214 of
the Securities and Futures Ordinance (SFO) against
Sound Global and others.

The Court was satisfied that as a result of Mr. Wen’s
scheme, which involved five bank accounts maintained
by Sound Global's subsidiaries at two Mainland banks
for the financial years of 2011, 2012 and 2013, the bank
balances of the company’s subsidiaries were inflated by
RMB 2.18 bilion and RMB 2.72 billion as at 31
December 2012 and 2013 respectively, representing 82%
and 89% of the net assets of Sound Global as reported
in its 2012 and 2013 annual reports.

The order was the first of its kind made under section
214 of the SFO.

The Court also issued a disqualification order for 12
years against Mr. Wen, who was ordered to pay the
SFC'’s costs on an indemnity basis.
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Hong Kong Securities and Futures Commission’s
Takeovers Bulletin Highlights Two Decisions on
Special Waiver from the General Offer Obligation
Triggered by Foreclosure Sale and the
Determination of the Offer Price in a Mandatory
General Offer

In the Takeovers Bulletin (Issue No. 62), the Securities
and Futures Commission of Hong Kong (SFC)
highlighted two decisions on granting a special waiver
from the general offer obligation and the offer price in a
mandatory general offer respectively.

Special waiver from the general offer obligation

The Takeovers Panel (Panel) has ruled that a special
waiver from the general offer obligation may be granted
to Broad Gongga Investment Pte. Ltd. (Broad Gongga)
as a result of a possible foreclosure sale by third-party
creditors of Jinke Property Group Company Limited
(Jinke Property) of its interest in Jinke Smart Services
Group Co. Ltd. (Jinke Smart Services) in a seller-forced
disposal.

Both Broad Gongga and Jinke Property are
shareholders of Jinke Smart Services and are acting in
concert. In the event of a seller-forced disposal, Broad
Gongga would become the single largest shareholder
and the leader of the concert group. Pursuant to Note 1
to Rule 26.1 of the Code on Takeovers and Mergers
(Takeovers Code), the seller-forced disposal would
trigger a mandatory general offer on the part of Broad
Gongga for Jinke Smart Services.

The Panel considered the special circumstances
surrounding the seller-forced disposal, including that
Broad Gongga would have no control over the process,
and decided that a special waiver from the general offer
obligation would, in principle, be appropriate. However,
as the seller-forced disposal had yet to occur, the Panel
did not consider it appropriate to grant a waiver in a
hypothetical situation. Broad Gongga should apply for
the special waiver as and when a seller-forced disposal
occurs or is imminent, and the Executive should
consider the application in accordance with the
principles decided by the Panel in the decision.

Offer price in a mandatory general offer

The Panel has ruled that in the mandatory general offer
for Suncity Group Holdings Limited (Suncity) by Major
Success Group Limited (Major Success) the appropriate
offer price should be HK$0.0690 per share. This figure
represents the total consideration paid by Major
Success to Champion Trade Group Limited (Champion
Trade) for the acquisition of Suncity’s shares and other
security assets, divided by the total number of Suncity
shares acquired by Major Success.

On May 16, 2022, Major Success’ advisers submitted a
draft firm intention announcement to the Executive for
vetting. The Executive expressed concerns about how
the offer price was determined and referred the matter
to the Panel.

Champion Trade took assignment of an overdue loan
extended by third parties to Star Soul Investments
Limited with full rights and benefits of the securities for
the loan which included a controlling stake in Suncity
and other Suncity securities. Immediately upon the
assignment, Champion Trade sold the Suncity shares
and other secured assets to Major Success triggering a
mandatory general offer. Star Soul is owned by Chau
Cheok Wa, the ex-chairman and ex-executive director of
Suncity. Major Success and Champion Trade are owned
by Lo Kai Bong, an executive director of Suncity.

The Panel considered that the transaction involved a
discharge of Chau'’s liability under the loan, which was a
favorable condition to him as a shareholder, and this
constituted a special deal under the Takeovers Code. It
did not matter whether Chau made an overall gain or
loss in the arrangement, or whether or not he was
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involved in the negotiation of the transaction. Given that
the benefit received by Chau is quantifiable, it should be
extended to all other Suncity shareholders and reflected
in the offer price.

Rule 25 of the Takeovers Code aims to prevent a
shareholder from receiving more than others in the
context of an offer and to ensure that shareholders are
equally treated under General Principle 1. However, not
all special deals are prohibited and the Executive may
grant consent to a special deal subject to the procedural
safeguard (for example, majority shareholders’ approval)
provided under the Notes to Rule 25 and Practice Note
17. By completing the transaction, Major Success had
already breached Rule 25, and the procedural safeguard
under the Code was no longer available as it could not
be used to ratify a special deal that had been completed.
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Source KE:
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Information in this update is for general reference only
and should not be relied on as legal advice.
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