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(i) = 7<), 7 <3 2 #AAJ= A= F &g A, 123 2
ARe 2] Aujstal A= AR FAE Ho FollA, dld e
TAAA A7t g JHY b FAEAHdeERY oAAE FHS5s= A
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rlr

© 135
e "FAHoR AANTIET Aol FEekA e 91360, H ¥
A2 oFTAFE BAANLA AFE AT o FHHo=, () 3

e Ho i AZEFTl ¥t deA 2 e 1
F Ul AR @ AEH S A de=A, () ST AR A5

132) Practice Note 21 (PN21), 2016.05, p.2.
133) <ZFAFFH 2> 73 26,1 F26(a).
134) Practice Note 21 (PN21), 2016.05, p.3.
135) <ZFFUFFH 2> 73 261 F26(a)
136) Practice Note 21 (PN21), 2016.05, p.4.
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PYAAEL ol AT FFAM w5} =R 7] o AP bR st
A7 A ol Adel el “FT@ Au 0 @ X7} Aol
W, Juty AFEE A3, HY et Qud

2 ARuso e ojRsor ATk wF A BE YwHo ol

137) <ZFFJAFFH 2> 72 261 F26(a).

138) Practice Note 21 (PN21), 2016.05, pp.5-6.

139) A3 THAFEL Fud B I 99 7 AZEE 188 $ Jrh

140) “Fuigk Aul"AA Ax= ZF ARbe] uwhel dekalof AR, FYAWPL THHL
2 wFA7F WEAZE obd Aol ‘Tl AuTE & shedel vua B, 9
Ao 7R HL 7HAE AFEAY BARA Tl U A 92 #E FAE =9
3t ASode “Fuig AWMTE ¥ JteAdel Euta By AEo] EAg w=xrt
wfate] oAb tiE #HH AWl FYseEAE AT FFE F
o], &Zol e A FF ALl A 1H7t FAS A
EAE AEEd &7 & ZAola, 3Ate FUd F4 Ri&s A
Aol Adelgt thx7E 337k olArEl el YT LS I Ao
®ouire] 202 F4E Zolgta 1EEtal Y] wEolth {FFJAFFEFED
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4) 93#A Y2 d)4=(Chain principle offer)

/N

&

ol

JANFFE T2 FAo M2, AT A, = 3|Ate] F
Ae ARAeRE wigdA  gdrds A AAL=  =wf(Chain
principle offer)”o| &Jsted o F-FAwjsrt ZAAEHE A7 ESAz
5 Sol, & IJAHSA A7 718 A AHEAF B 30% =5 T o]/
gAdE Bfrste Af, oud A e oud IF2 3AF Ao WA
A E1DS HEFo 2N, AL Bl tigk AMdES HSAY I3

141) <& —’FJ‘*‘—’F&D T2 26.1 F47.

142) 0471*1«1 “HA AujATelgt e FAE 2 FEI A uiE AMAEE v g
o KEFJAFFH A 2 26.1 F48.

143) Practice Note 19 (PN 19) <https://www.sfc.hk/-/media/EN/files/CF/pdf/Practice_Notes/
PN19-revised-ENG-0930.pdf ?rev=2416615f8eee4d7e847430699bc690ba&hash=FBF0891FE
BCEBSAABCC616591F5EC089> (2023.01.15. & &x%), 2019.09, pl.

144) “FP<l(Takeovers Executive)” ol &F F73|(SFC) 71 -§A-5( Corporate Fina
nce Division)9] oA =& I FAS ¥ A5 w3irh <https://www.sfc.hk/en/A
bout-the- SFC/Organisational—chart/External—committees/Takeovers—and—Mergers—Panel>
(2023.01.12. HELE

145) o8& F&& %—Zéfé} o, Jaglde #HH Ao Ak oS EFI A7 &

E 18T Aotk olet 22 Al JIXE WIHAH, 60% D ol A5 7

2 FOR RS AR D 3FEY <ESFJAFEREFED> 73 261 F48.

146) <EZA+H 42> 73 26.1 F48; Practice Note 19 (PN 19), 2019.09, p.

)_4

7 R
- 47 - -"'H-_E'I.'_.l



I ORES
& 3y 2 =12

}o

o oFF
RS AZOA
_04

<
9} 7 X
T5HL
EHX]-7} %U N
= o
= T o
14

) <=3) 9] 7} <]

e

m ‘Ho AT
T LR X G
o - N W F 7 o o
%%%@@ﬂwu_ﬂgl
— © < 1__1_ m U-_ 1,” z_* <
xmﬁxﬁrﬂco_oho% w5
ﬂ@ﬂﬂﬂsa}iﬂ i
£O7Z§£§7§Z . |
™ N oo M o q_m - mnr T N % o = n
0_1_ O_E o - ° M X Hmu AT ‘Ho = T = ...”..l.
ﬁﬁw%%i&ﬂ%wﬁnw = ¥ 2 1__
I §oN HOE o 5 T ) o R S <
dﬂwr.,%ququ%ioA I =
™ <0 B JJ o ° . . = o) = s
gugg¢wiwmmw T2Eg
D —_ —_— — ;0 \/q
N B = R oF A
%AfﬁrﬁmA@quEW ww% 4
7L ﬂ = * 10 M.I N “W_H a o _ =
NN U = o X = 1 o M - b &
Ho }/ N o o< ™ Mo =n oo = - o
) o M= %o Nk Foy _ ol .
qwruffym w__gq g T T I
Fr Y i no 4 M oE X &
R ° 5 Ho & ol ¥ F % op = :
o) = T W B lo = o AR = Mo T ik o
o o o] ] w e N = oo o =X @
o N ny 0 _ o) s = B M i |
] LI N E J E
ﬂt%ﬁmﬂ>5mﬂﬂ&ﬁﬂziﬂ N E o
5 3 ¥ a S &8
¢ = NI T T = _— T wvﬁ_% S
gkﬂf%ﬂmﬂaﬂiom%ﬂzﬁf_ R
B X R = 7 GO oo X E o |80
‘RN mgm;wqfé% Tul
o N o] -~ oy fNU M/M o = B N ﬂaumwm
® & B T , & H g
< £ To o = &) ! = &
— 0f —~ = O# ° ioMoL
D W ¥ og B To & o
A Tl
=) UmAwwmw




2. dj¢zxA

D) w5744

FZNA ARFANEE FWs FANE AL = P 1
57RO vl 5A EE O FEAAT} TS

sk AkEt] A 6AY el algsiAke SiY FR F4e A5
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= d AF® AR dopde o Hd. ®d, #d8 7 THo
=AAR st AFete trle @29 FHoAY Hojx AZL
AU 5 JER HuAE Rejsol b, AT dF AL == @

Z AgAE A AN FEAe HAY R2AYL FE
% 1Y o] FAHofo Ark1D)
o, Shedts deHos PP FAE AH sFRT e
AAez FANSE QWL 5 YrEL, oF A, AAALAL ()
b

w5 T Az G) AEAL ol Asle] B, Gi) A Ee shAL

@ JAA 8 FA FEses AF7HAA FHA e
b) 34sdaE ndstes PHoR JAddS H5E Af, AT 7HES diigos
AAdS ST T 4 ANSAESERS WA R shHol AAE T4 Be A
&9l vinke) F4 Ao TteRd AN S F=T
© H&FA, AFAFA, 4 =E 78 dFdSs 13 =2 A PR 9
AdE FHASshe A9 T /M4 IR S, AFled Ee F49
MAZkA 5 #E AE E=E WA 2FS Fxste] ARED Td dESAY
NFQFHo] AR O PrlAlA WAL AESE A, APANe 4B EL
AeFAE A @ 4 ARTAEERS P o= vhzo] AAHE F4 == A
The] mRke] A A 9] ﬂvﬂ?ﬂﬂma% ILE%‘—J T= A

ok, 371 () 8 (%9 FFo] dAstE A, Al Fyde] ds Fofshe

of gt} (ZFFAFIHFHD> 737 263 /‘42

15D <FJFAsFH 2> #3263 F41L

152) <FFJAFFH 2> 7437 26.3.

153) whEAb7} s d&el HazbAel AHEHAME ¢ dva AzdEE Adeols, A
gl & FH5oF Tt <FFAFFEFA> H 26.3(b).
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154) FPANAe 714 =H 71 JdFE ddd o, () g FFH Az (@ g3 A
ojAr8l¢] Bl %, (i) FA =2 HACE oA e JEF WA H/AEE ALl EA S
Ado] Uve ARFEH FAE Wi Ho] A=A, (v) FA 12/4E T Wit F
2 T2 1HIT FFJAFEHE A 73 263 FA4

155) <Practice Note>= Q14 Faldel o3 Fx=HE HIFAAHA FEAHSEA,
T JEdde] dRtA o R (FFAFFHFTADY Z&FE o9A 4 L F&s=A
of tigk BHe WEoR gtttk <EFFAFFEFEDo] FA A ARQbel] g A
ALEE=RE gelst=t 9ol slg <Practice Notede ¢4 Hapd Aol thit A&
AxE thA kA &3k <nttps://www.sfc.hk/en/Regulatory-functions/Corporates/Take
overs-and-mergers/Practice-notes> (2023.01.12. & Z%&).

156) Practice Note 19 (PN 19), 2019.09, p2.
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157) Practice Note 19 (PN 19), 2019.09, p.4.

158) <ZFFUFdFH 2> 73 161

159) <ZFJAFFE 2> 72 153, oyl JAAYY T4 & FH=
IANuF FEVFS HARORE Hx T BAS EE
NAT. (EFFA5FdH 2> 73 15.5)
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! A Ak R PAE Basks A7k g A AL of

Ut thgsl e BEFY ASols AwAos dAS WA RIS

ol F- /M E S oy, 450z A 50% B 1 ol
_Zl"

o AR BASL Ye F
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< BHfsta Qe A7 HAJALANA FANGSE = ol S8k
e Aolgte AW 23S AFse 4%, dF AR rEs Fyd

sk, wiE & A&ESHA BEsteE Ao 4 -$(Placing and top-up
transactions)1699} SPAC M&AE <13t 30% ol oAdLS HES = 7
2 (De-SPAC Waiven)1t9o = 1 F/|ujo = FaPcldo o] wHA

165) <FFAFHYSH> 12 269) WA F43
166) <EZATTERH> 72 269 WA 44
167) <FFJAFHY5H> 12 269 @A 45
168) <ZFAFFH 2> 72 269 HA F46 (TC-26.28~TC-26.29). & FF7 1 F&

gAAe} A B A 50% EE I olEte] YAdAS EFista U, s Ee
thr9] =9 < AKindependent persons, 3E AW W{EAZRE ZHE A
I RFeta e A2 EdRE ZF ol dPlacing)dt &, 7M5S H,B__}a] a7k Z9 o)
A(Placing) ¥ 71243 AE 598 7142 Zd oA Placingd 4] £5 23314
&= AFE A oK (subscribes for new shares)slsE 7 9ol Aukz o) B Z w5
7} WA
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FolA e AA Y43 Creeper Rule

AdE A5 A 1270€E ol gHEAE 2% ol FIMAII= A
o)L ZNuFE ZAASE “creeper rule”S FAS L U ol # I FA
< 19743 F=9 City CodeollAl H==2 A7|FHALL, BAlo 385

S 7SS 1% 19760 =S 1 ARS7HHES 2% A aLst
Fo}, 1993 1 Hl&S TA 1%E Ao, I F 1998

169) Practice Note 23 (PN 23) <https://www.sfc.hk/-/media/EN/files/CF/pdf/Practice_Notes/
Practice-Note-23-ENG-20211217.pdf ?rev=al132ffdd7e749fab3094524ca71e958&hash=F3
ODEOA38F912EFDD1C5B1523DFAD7B0> (2023.01.12. & &Fw&), 2021.12, p.1. Practice
Note 232] 9ol 2]&}H, De-SPAC A2 <¢13}e] De-SPAC Targete] AfFF7F 1
A3 AlSuccessor Company)2] 30% T&= 1 o4 oAAL HESH He F$
durA o w oF-FIiujart AAET I jhot
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T I fAE BWete s creeper rules
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A3 I HEE 2%=2 MAZ A 7| 4
Sl
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k=]
AMIDE HHE, T3 F29 f&4 FFdncreased liquidity in the
shares) @ tFF2] A& A 5¥(the ability of major shareholders to
make a market)((E3] A% 7] W)E o] F= creeper rules =YIAT
I A= g, oY S

s

e AAT F de 24440 ZAE

AEskA Fkar, F=elA HADZ o] &F Axe A4S oF

;
BINH= o] 42 A FEA E3HY
W ATLEZAA 20 71EE Astn ded FF S7E7E wod

%
g vlgol ety WwHol Y s1Eg AskAnm wwaA

170) &4k, “FEEHATKWENES KERR Tﬁzt—?f_uASC XHEFRHKEFE2007), p
p.63-64; Varottil, Umakanth, and Wat Yee Wan, 9] =&, p.119.

171) SFC, Consultation Paper on a Review of the Codes on Takeovers and Mergers and
Share Repurchases <https://apps.sfc.hk/edistributionWeb/gateway/EN/consultation/takeo
vers-and-mergers/doc?refNo=01CP5> (2023.01.12. # &), 2001.04.

172) SFC, Consultation Paper on a Review of the Codes on Takeovers and Mergers and
Share Repurchases, 2001.04, P6. &% 5737} F®3SE 39 2001d AEEA A w2

A, dFe FA wF FA Fo| Ao mE EWI 43S tiulEty] 93kl creepe
rrule AAE HolA FFEF AAE AMAL ASY 5 Y== AT A=E AA
gk Aol otk o}

173) F=2 1998'del| creeper rules #H A st th. THE TAKEOVER PANEL, RULE CHA
NGES <https://www.thetakeoverpanel.org.uk/download/1998-10?wpdmdi=8245> (2023.01.
12. FF%HE), 1998.

174) SFC, Consultation Paper on a Review of the Codes on Takeovers and Mergers and
Share Repurchases, 2001.04, p.6.
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4 Z7he OFEFY 54, 53 A% 997 W 29718 92 o] 97 fFolth

2HY $EE R AFEANE o FE 24T 5 AEAS AT 5 A

Uk oAl slok FF o3 RBud AU WS AR oidrh 44

e g FAE AdHse AAHA FAE JFHA X, AAR AFF57t
2 A3t oAA HFulEo] oF 35%00AH 50%% Eold AHEE fith ZlEF AuTx
2 7= 7Y SHAA FFH FASE EA4E 7 AREE B0, AVtEE)E XA
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175) Varottil, Umakanth, and Wat Yee Wan, 2] =% p.126; David C. Donald, &2 =
T, p.20.
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178) 2005 ZHW #|88=.

179) 2p4% =%, (FEARKXMENISEFIERBXSEOTE(D) , FEESIHMRTE (2020),
pp.325- 326 )

180) 5ufiE - F@EX, (IFE) E=R), SEEHM (2020), p.194 .

181) EI® Ek, (FPEARLMNEUSERX) , EFEHAR (2020), p.136 3
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A A% W g AR A FFYA o) (Def-1-2)

DEFINITIONS :Acting in concert (Def-1~2)

Acting in concert: Persons acting in concert comprise persons who,
pursuant to an agreement or understanding (whether formal or informal),
actively cooperate to obtain or consolidate “control” (as defined below) of
a company through the acquisition by any of them of voting rights of the
company.

Without prejudice to the general application of this definition, persons
falling within each of the following classes will be presumed to be acting
in concert with others in the same class unless the contrary is established:-

(1) a company, its parent, its subsidiaries, its fellow subsidiaries,
associated companies of any of the foregoing, and companies of which
such companies are associated companies;

(2) a company with any directors (together with their close relatives,
related trusts and companies controlled# by any of the directors, their
close relatives or related trusts) of it or of its parent;

(3) a company with any of its pension funds, provident funds and
employee share schemes;

Note: Class (3) does not apply to an employee benefit trust. The
Executive will apply Note 20 to Rule 26.1 to determine whether the
directors and shareholders of a company are acting in concert with the
trustees of an employee benefit trust of the same company.

(4) a fund manager (including an exempt fund manager) with any
investment company, mutual fund, unit trust or other person, whose
investments such fund manager manages on a discretionary basis, in

respect of the relevant investment accounts;

(5) a financial or other professional adviser (including a stockbroker)*
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with its client in respect of the shareholdings of the adviser and persons
controlling#, controlled by or under the same control as the adviser
(except in the capacity of an exempt principal trader or exempt fund
manager);

(6) directors of a company (together with their close relatives, related
trusts and companies controlled¥# by such directors, their close relatives
and related trusts) which is subject to an offer or where the directors
have reason to believe a bona fide offer for their company may be
imminent;

(7) partners;

(8) an individual (including any person who is accustomed to act in
accordance with the instructions of the individual) with his close relatives,
related trusts and companies controlled# by him, his close relatives or
related trusts; and

(9) a person, other than an authorised institution within the meaning of
the Banking Ordinance (Cap. 155) lending money in the ordinary course of
business, providing finance or financial assistance (directly or indirectly) to
any person (or a person acting in concert with such a person) in
connection with an acquisition of voting rights (including any direct or
indirect refinancing of the funding of the acquisition).

# See Note 1 at the end of the definitions.

* See Note 2 at the end of the definitions.

A Q15 Y R FAHBT FH> A 4 ) Def-1-2)

DEFINITIONS: Control (Def-8 )

Control: Unless the context otherwise requires, control shall be deemed
to mean a holding, or aggregate holdings, of 30% or more of the voting
rights of a company, irrespective of whether that holding or holdings gives

de facto control.
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15.1 Closing dates

Where an offer document and the offeree board circular are posted on
the same day or are combined in a composite document, the offer must
initially be open for acceptance for at least 21 days following the date on
which the offer document is posted. Where the offeree board circular is
posted after the date on which the offer document is posted, the offer
must be open for acceptance for at least 28 days following the date on
which the offer document is posted. The latest time for acceptance is 4.00
p.m. on the closing day unless the offer is extended in accordance with
Rule 19.1.

In any announcement of an extension of an offer, either the next
closing date must be stated or, if the offer is unconditional as to
acceptances, a statement may be made that the offer will remain open
until further notice. In the latter case, at least 14 days’ notice in writing
must be given, before the offer is closed, to those shareholders who have
not accepted the offer and an announcement must be published.

Where an offer closes without having become unconditional it shall be

deemed to have lapsed.

A A5 WY P FAB FH> FH 153

15.3 Offer to remain open for 14 days after unconditional

Where a conditional offer becomes or is declared unconditional (whether
as to acceptances or in all respects), it should remain open for acceptance
for not less than 14 days thereafter. When an offer becomes or is
declared unconditional in all respects, at least 14 days’ notice in writing
must be given before the offer is closed to those shareholders who have

not accepted the offer.
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15.5 Final day rule

Except with the consent of the Executive, an offer (whether revised or
not) may not become or be declared unconditional as to acceptances after
7.00 p.m. on the 60th day after the day the initial offer document was
posted. The Executive’'s consent will normally be granted only:-

(i) in a competitive situation (see Note 2 below);

(i) if the board of the offeree company consents to an extension;

(iii) as provided for in Rule 15.4; or

(iv) if the offeror’s receiving agent requests an extension for the
purpose of complying with Note 2 to Rule 30.2.

In the event of an extension with the consent of the Executive in
circumstances other than those set out in paragraphs (i) to (i) above,
acceptances or purchases in respect of which relevant documents are
received after 4.00 p.m. on the relevant closing date may only be taken

into account with the consent of the Executive, which will only be given

in exceptional circumstances.

G Q15 Y R FABE FH> 73 161

16.1 Offer open for 14 days after revision

If, in the course of an offer, the offeror revises its terms, all offeree
company shareholders, whether or not they have already accepted the
offer, will be entitled to the revised terms. A revised offer must be kept
open for at least 14 days following the date on which the revised offer
document is posted. Therefore, no revised offer document may be posted

in the 14 days ending on the last day the offer is able to become

unconditional as to acceptances. (See Rules 23, 24 and 26.)
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Notes to Rule 16.1:
3. When revision is not permitted

Since an offer must remain open for acceptance for 14 days following
the date on which the revised offer document is posted, an offeror will
generally not be able to revise its offer, and must not place itself in a
position where it would be required to revise its offer, in the 14 days
ending on the last day its offer is able to become unconditional. Nor must

an offeror place itself in a position where it would be required to revise

its offer if it has made a no increase statement as defined in Rule 18.3.

A Q% W L FAe) 2> 75 261

26.1 When mandatory offer required

Subject to the granting of a waiver by the Executive, when

(a) any person acquires, whether by a series of transactions over a
period of time or not, 30% or more of the voting rights of a company;

(b) two or more persons are acting in concert, and they collectively
hold less than 30% of the voting rights of a company, and any one or
more of them acquires voting rights and such acquisition has the effect of
increasing their collective holding of voting rights to 30% or more of the
voting rights of the company;

(c) any person holds not less than 30%, but not more than 50%, of the
voting rights of a company and that person acquires additional voting
rights and such acquisition has the effect of increasing that person’s
holding of voting rights of the company by more than 2% from the lowest
percentage holding of that person in the 12 month period ending on and

inclusive of the date of the relevant acquisition; or

(d two or more persons are acting in concert, and they collectively
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hold not less than 30%, but not more than 50%, of the voting rights of a
company, and any one or more of them acquires additional voting rights
and such acquisition has the effect of increasing their collective holding of
voting rights of the company by more than 2% from the lowest collective
percentage holding of such persons in the 12 month period ending on and
inclusive of the date of the relevant acquisition;

that person shall extend offers, on the basis set out in this Rule 26, to
the holders of each class of equity share capital of the company, whether
the class carries voting rights or not, and also to the holders of any class
of voting non-equity share capital in which such person, or persons acting
in concert with him, hold shares (see also Rule 36).

Offers for different classes of equity share capital must be comparable
and the Executive should be consulted in advance in such cases. (See Rule
14.)

=

B A% W B FABE > 37 261 F4 1

Notes to Rule 26.1:
1. Persons acting in concert

The majority of questions which arise relate to persons acting in
concert. The definition of “acting in concert” contains a list of persons
who are presumed to be acting in concert unless the contrary is
established. The following Notes illustrate how this Rule 26 and definition
are interpreted by the Executive.

There may also be circumstances where there are changes in the
make-up of a group acting in concert that effectively result in a new
group being formed or the balance of the group being changed
significantly. This may occur, for example, as a result of the sale of all or

a substantial part of his shareholding by one member of a concert party

group to other existing members or to another person. The Executive will
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apply the criteria set out below, and in particular in Note 6(a) and Note 7

to this Rule 26.1 and may require a general offer to be made even when

no single member holds 30% or more.

=

G4} QA5 W R FAB S 73 261 F46

Notes to Rule 26.1:
6. Acquisition of voting rights by members of a group acting in concert

While the Executive accepts that the concept of persons acting in
concert recognises a group as being the equivalent of a single person, the
holdings of members and the membership of such groups may change at
any time. This being the case, there will be circumstances when the
acquisition of voting rights by one member of a group acting in concert
from another member of the concert group or from a non-member, will
result in the acquirer of the voting rights having an obligation to make an
offer.

(a) Acquisitions from another member

Whenever the holdings of a group acting in concert total 30% or more
of the voting rights of a company and as a result of an acquisition of
voting rights from another member of the group a single member comes
to hold 30% or more or, if already holding between 30% and 50%, has
acquired more than 2% of the voting rights in any 12 month period, an
obligation to make an offer will normally arise.

In addition to the factors set out in Note 7 to this Rule 26.1, the
factors which the Executive will take into account in considering whether
to waive the obligation to make an offer include:-

(i) whether the leader of the group or the largest individual
shareholding has changed and whether the balance between the
shareholdings in the group has changed significantly;

(i) the price paid for the shares acquired; and

(iii) the relationship between the persons acting in concert and how long
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they have been acting in concert.

The Executive would normally grant the acquirer of such voting rights a
waiver from such general offer obligation if:-

(i) the acquirer is a member of a group of companies comprising a
company and its subsidiaries and the acquirer has acquired the voting
rights from another member of such group of companies; or

(i) the acquirer is a member of a group of persons comprising an
individual, his close relatives and related trusts, and companies controlled
by him, his close relatives or related trusts, and the acquirer has acquired
the voting rights from another member of such group of persons.

(b) Acquisitions from non-members

When the group holds between 30% and 50% of the voting rights, an
offer obligation will arise if there are acquisitions from non-members of
more than 2% in aggregate in any 12 month period. When the group holds
over 50%, subject to Note 17 to this Rule 26.1 no obligations normally
arise from acquisitions by any member of the group.

However, subject to considerations similar to those set out in paragraph
(a) of this Note, the Executive may regard as giving rise to an obligation
to make an offer the acquisition by a single member of the group of
voting rights sufficient to increase his holding to 30% or more or, if he
already holds between 30% and 50%, by more than 2% in any 12 month
period.

(c) Calculation of highest price

For the purpose of calculating the highest price paid in the event of an
offer under this Rule 26, the prices paid for voting rights transferred
between members of a group acting in concert may be relevant where, for
example, all voting rights held within a group are transferred to that
member making the offer or where prices paid between members are

materially above the market price.
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Notes to Rule 26.1:
7. Vendor of part only of a shareholding

Shareholders sometimes wish to sell part only of their holdings or a
purchaser may be prepared to acquire part only of a holding. This arises
particularly where an acquirer wishes to acquire under 30%, thereby
avoiding an obligation under this Rule 26 to make a general offer. The
Executive will be concerned to see whether in such circumstances the
arrangements between the purchaser and vendor effectively allow the
purchaser to exercise a significant degree of control over the retained
voting rights, in which case a general offer would normally be required.
These concerns will also apply when the purchaser is already a member of
a group acting in concert with the vendor, or when the purchaser joins
such a group.

The Executive will also take into account any other transactions
between the purchaser and the vendor, and between the purchaser and
other members of the group acting in concert with the vendor. This could
include, for example, the aggregation of transfers of voting rights to the
purchaser over a period of time, or arrangements which have an effect
similar to transfer, such as the underwriting by a purchaser of a rights
issue which the vendor has agreed not to take up, or a placing of shares
with the purchaser.

A judgement on whether such a significant degree of control exists will
obviously depend on the circumstances of each individual case, but, by way
of guidance, the Executive would regard the following points as having
some significance:-

(a) there would be less likelihood of a significant degree of control over
the retained voting rights if the vendor was not an “insider”;

(b) the payment of a very high price for the voting rights would tend

to suggest that control over the entire holding was being secured;
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(o) if the parties negotiate options over the retained voting rights it
may be more difficult for them to satisfy the Executive that a significant
degree of control is absent. On the other hand, where the retained voting
rights are in themselves a significant part of the company’'s capital (or
even in certain circumstances represent a significant sum of money in
absolute terms) a correspondingly greater element of independence may be
presumed; and

(d it would be natural for a vendor of part of a controlling holding to
select a purchaser whose ideas as regards the way the company is to be
directed are reasonably compatible with his own. It is also natural that a
purchaser of a substantial holding in a company should press for board
representation and perhaps make the vendor’s support for this a condition
of purchase. Accordingly, these factors, divorced from any other evidence

of a significant degree of control over the retained voting rights, would

not lead the Executive to conclude that a general offer should be made.

G} Q% B D R 52> 33 261 748

Notes to Rule 26.1:
8. The chain principle

Occasionally, a person or group of persons acting in concert acquiring
statutory control of a company (which need not be a company to which
the Takeovers Code applies) will thereby acquire or consolidate control, as
defined in the Codes, of a second company because the first company
itself holds, either directly or indirectly through intermediate companies, a
controlling interest in the second company, or holds voting rights which,
when aggregated with those already held by the person or group, secure
or consolidate control of the second company. The Executive will not
normally require an offer to be made under this Rule 26 in these

circumstances unless either:-

(a) the holding in the second company is significant in relation to the
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first company. In assessing this, the Executive will take into account a
number of factors including, as appropriate, the assets and profits of the
respective companies. Relative values of 60% or more will normally be
regarded as significant; or

(b) one of the main purposes of acquiring control of the first company
was to secure control of the second company.

The Executive should be consulted in all cases which may come within
the scope of this Note to establish whether, in the circumstances, any
obligation arises under this Rule 26.

“Statutory control” in this Note means the degree of control which a

company has over a subsidiary.

=
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Notes to Rule 26.1:
15. The 2% creeper - effect of whitewash

When a person, or group of persons acting in concert, would otherwise
be obliged to make a mandatory offer pursuant to this Rule 26 but the
obligation is waived pursuant to a vote of independent shareholders in
accordance with the terms of Note 1 on dispensations from Rule 26, such
person, or group of persons, shall be deemed to have a lowest percentage
holding equal to the percentage holding of such person, or group of
persons, immediately after the whitewashed transaction. Any acquisition of
additional voting rights by such person, or group of persons, subsequent to
the whitewashed transaction shall be subject to the 2% creeper under Rule
26.1 by reference to the lowest percentage holding in the 12 month period
ending on the date of the completion of the relevant acquisition. (See also
Notes 11 and 12 to this Rule 26.1.)

By way of example, if a person, or group of persons acting in concert,

originally holding 31% comes to hold 38% of the voting rights of a

company as a result of a whitewashed transaction, such person or group of
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persons would be deemed to have a lowest percentage holding of 38% and
thereby be free to acquire voting rights within the 2% band above 38% in
the following 12 month period, unless any disposal of voting rights causes
the lowest percentage holding of such person or group of persons to fall
below 38%.

=

A Q1 Y P FABE FH> FH261 F421

Notes to Rule 26.1:
21. Borrowed or lent shares

For the purpose of Rule 26, if a person has borrowed or lent shares he
will be treated as holding the voting rights in respect of such shares save
for any borrowed shares which the borrower has either on-lent or sold. A
person must consult the Executive before acquiring or borrowing shares
(irrespective of whether the borrowed shares are intended to be on-lent or
sold) which, when taken together with shares in which he or any person
acting in concert with him is already interested, and shares already
borrowed or lent by him or any person acting in concert with him, might
trigger a mandatory offer under Rule 26. If it is determined that a
mandatory offer under Rule 26 will be triggered as a result of such
acquisition or borrowing of shares, the Executive will then decide, inter

alia, how the borrowed or lent shares should be treated for the purpose of

the acceptance condition.

=
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26.2 Conditions
Except with the consent of the Executive:-
(a) offers made under this Rule 26 must be conditional only upon the

offeror having received acceptances in respect of voting rights which,

together with voting rights acquired or agreed to be acquired before or
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during the offer, will result in the offeror and any person acting in
concert with it holding more than 50% of the voting rights; and

(b) no acquisition of voting rights which would give rise to a
requirement for an offer under this Rule 26 may be made if the making
or implementation of such offer would or might be dependent on the

passing of a resolution at any meeting of shareholders of the offeror or

upon any other conditions, consents or arrangements.

=
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26.3 Consideration

(a) Offers made under this Rule 26 must, in respect of each class of
equity share capital involved, be in cash or be accompanied by a cash
alternative at not less than the highest price paid by the offeror or any
person acting in concert with it for shares of that class of the offeree
company during the offer period and within 6 months prior to its
commencement. The cash offer or the cash alternative must remain open
after the offer has become or is declared unconditional for not less than
14 days thereafter. The Executive should be consulted where there is more
than one class of equity share capital involved.

(b) The Executive’s consent is required if the offeror considers that the

highest price should not apply in a particular case.

A A5 B P FATY FA> FH 263 F41
Rule 26.3:

1. Nature of consideration

Notes to

When voting rights have been acquired for a consideration other than

cash, the offer must nevertheless be in cash or be accompanied by a cash

alternative of at least equal value, which must be determined by an
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independent valuation.
When there have been significant acquisitions in exchange for securities,
General Principle 1 may be relevant and such securities may be required

to be offered to all shareholders: a cash offer will also be required. The

Executive should be consulted in such cases.

G4} Q5 G R FABO S 73 263 FA2

Notes to Rule 26.3:
2. Calculation of the price

(a) In calculating the price paid, stamp duty and broker's commission
should be excluded.

(b) If voting rights have been acquired in exchange for listed securities,
the price will normally be established by reference to the weighted
average traded price of board lots (excluding special bargains and odd lots)
of the listed securities on the date of the acquisition.

(o) If voting rights have been acquired by the conversion or exercise of
convertible securities, warrants, options or other subscription rights, the
price will normally be established by reference to the purchase price of
the convertible securities, warrants or options and the relevant conversion
or exercise terms. If however the convertible securities or warrants were
issued or sold privately to the purchaser, the Executive may also take into
account the weighted average traded price of board lots (excluding special
bargains and odd lots) of the relevant shares on the day on which notice
of conversion or subscription was submitted.

The Executive should be consulted in advance in the circumstances

described in (b) and (c) above.

=
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Notes to Rule 26.3:
4.Dispensations from highest price

Factors which the Executive might take into account when considering
an application for an adjusted price include:-

(a) the size and timing of the relevant purchases;

(b)the attitude of the board of the offeree company;

(c)whether shares had been purchased at high prices from directors or
other persons closely connected with the offeror or the offeree company;

and

(d) the number of shares purchased in the preceding 12 months.

CEAF Q15 T R FABE FH> FH269] WA F41-6

Notes on dispensations from Rule 26:
1. Vote of independent shareholders on the issue of new securities
(“Whitewash”)
(See Schedule VI - Whitewash Guidance Note for the detailed requirements
of the Takeovers Code under this Note.)

When the issue of new securities as consideration for an acquisition, or
a cash subscription, or the taking of a scrip dividend, would otherwise
result in an obligation to make a mandatory offer under this Rule 26, the
Executive will normally waive the obligation if the whitewash waiver and
the underlying transaction(s) are separately approved by at least 75% and
more than 50% respectively of the independent vote that are cast either in
person or by proxy at a shareholders’ meeting. For this purpose
“independent vote” means a vote by shareholders who are not involved in,
or interested in, the transaction in question. The requirement for a
mandatory offer will also normally be waived, provided there has been an

independent vote of shareholders, in cases involving the underwriting of an

issue of shares. If an underwriter incurs an obligation under this Rule 26
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unexpectedly, for example as a result of failure by a sub-underwriter in
respect of all or part of his liability, the Executive should be consulted.

The appropriate provisions of the Code apply to whitewash proposals.
Full details of the potential holding of voting rights must be disclosed in
the document sent to shareholders relating to the issue of the new
securities, which must also include competent independent advice on the
proposals the shareholders are being asked to approve, together with a
statement that the Executive has agreed to waive any consequent
obligation under this Rule 26 to make a mandatory offer.

Reference should be made to Note 15 to Rule 26.1 which provides that
when a person, or group of persons acting in concert, would otherwise be
obliged to make a mandatory offer pursuant to this Rule 26, but the
obligation is waived pursuant to a vote of independent shareholders in
accordance with the terms of this Note, such person, or group of persons,
shall be deemed to have a lowest percentage holding equal to the
percentage holding of such person, or group of persons, immediately
following the whitewashed transaction. Any acquisition of additional voting
rights by such person, or group of persons, subsequent to the whitewashed
transaction shall be subject to the 2% creeper under Rule 26.1 by
reference to the lowest percentage holding in the 12 month period ending
on the date of the completion of the relevant acquisition.

Notwithstanding the fact that the issue of new securities is made
conditional upon the prior approval by independent vote of a majority of
the shareholders at a general meeting of the company:-

(i) the Executive will not normally waive an obligation under this Rule
26 if the person to whom the new securities are to be issued or any
person acting in concert with him has acquired voting rights in the
company (save for subscriptions for new shares which have been fully
disclosed in the whitewash circular) in the 6 months prior to the

announcement of the proposals but subsequent to negotiations, discussions
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or the reaching of understandings or agreements with the directors of the
company (which would include informal discussions) in relation to the
proposed issue of new securities; and

(i) a waiver will not be granted or if granted will be invalidated if,
without the prior consent of the Executive, any acquisitions or disposals of
voting rights are made by such persons in the period between the
announcement of the proposals and the completion of the subscription.

Following the meeting at which the proposals are considered by
shareholders, an announcement must be made by the offeree company
giving the result of the meeting and the number and percentage of voting
rights attaching to the shares to which the potential controlling
shareholders have become entitled as a result.

Where the final controlling shareholding is dependent on the results of
underwriting, the offeree company must make an announcement following
the issue of new securities stating the number of shares and percentage of

voting rights held by the controlling shareholders at that time.

2. Enforcement of security for a loan, receivers, etc.

Where a shareholding in a company is charged to a bank or lending
institution on an arm’s length basis and in the ordinary course of its
business as security for a loan and, as a result of enforcement, the lender
would otherwise incur an obligation to make a general offer under this
Rule 26, the Executive will normally waive the requirement, provided that
the security was not given at a time when the lender had reason to
believe that enforcement was likely. In any case where arrangements are
to be made involving a transfer of voting rights to the lender, but which
do not amount to enforcement of the security, the Executive will wish to
be convinced that such arrangements are necessary to preserve the
lender’s security and will also take into account the proviso above. When

following enforcement a lender wishes to sell all or part of his
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shareholding, the provisions of this Rule 26 apply to the purchaser.
Although a receiver or liquidator of a company is not required to make

an offer when he takes control of a holding of 30% or more of the voting

rights of another company, the provisions of this Rule 26 apply to a

purchaser from such a person.

3. Rescue operations

There are occasions when a company is in such a serious financial
position that the only way it can be saved is by an urgent rescue
operation which involves the issue of new securities without approval by a
vote of independent shareholders or the acquisition of existing securities by
the rescuer which would otherwise fall within the provisions of this Rule
26 and normally require a general offer. The Executive will consider
waiving the requirements of this Rule 26 in such circumstances; particular
attention will be paid to the views of the directors and advisers of the
potential offeree company.

The requirements of this Rule 26 will not normally be waived in a case
where a major shareholder in a company rather than that company itself
is in need of rescue. The situation of that shareholder may have little
relevance to the position of other shareholders and, therefore, the
purchaser from such major shareholder must expect to be obliged to
extend an offer under this Rule 26 to all other shareholders.

In considering whether to grant a waiver, the Executive must be
satisfied about the urgency of the rescue and that it would be
impracticable for the rescue proposal to be submitted for approval by
shareholders not involved in or interested in the transaction under Note 1
on dispensations from Rule 26. If the urgency of the rescue is not
established, the Executive may require an independent vote as a condition
for a waiver. The Executive will also have regard to whether the rescue

proposal is equitable to the existing shareholders and whether existing
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shareholders will have the right to participate in the rescue proposal on
the same terms as the rescuing party, so far as practicable. Any
application for a waiver under this Note must be submitted as early as

possible.

4. Inadvertent mistake

If, due to an inadvertent mistake, a person incurs an obligation to make
an offer under this Rule 26, the Executive will not normally require an
offer if sufficient voting rights are disposed of within a limited period to

persons unconnected with him.

5. Balancing block: where 50% will not accept

Situations may arise where a person, or group of persons acting in
concert, acquires 30% or more of the voting rights of a company at a time
when another person, or group of persons acting in concert, already holds
30% or more of the voting rights of that company. In such a situation the
Executive will not normally waive the requirement for that person or
group of persons to make a general offer under this Rule 26 unless:-

(a) there is a single person holding 50% or more of the voting rights of
the company who states that he will not accept the offer which the
purchaser would otherwise be obliged to make; or

(b) the Executive is provided with written confirmation from the holders
of 50% or more of the voting rights of that company that they would not
accept the offer which the purchaser would be obliged to make.

6. Placing and top-up transactions

A waiver from the obligation to make a general offer under this Rule
26 will normally be granted where a shareholder, who together with
persons acting in concert with him holds 50% or less of the voting rights

of a company, places part of his holding with one or more independent

- 188 - ) ___;r\ﬁ -C.i- 1_]




persons (see Note 7 on dispensations from Rule 26) and then, as soon as is
practicable, subscribes for new shares up to the number of shares placed
at a price substantially equivalent to the placing price after taking account
of expenses incurred in the transaction. Such a waiver is required even if
the placing and top-up are to be effected simultaneously whether by way
of placing and subscription agreements that are inter-conditional or
otherwise. For purposes of the 2% creeper the placing shareholder shall be
deemed to have a lowest percentage holding equal to the lower of the
lowest percentage holding which he had in the 12 month period prior to or
immediately after the placing and top-up transaction. Reference is made in
this regard to Note 14 to Rule 26.1. A waiver under this Note will not be
required where a shareholder, together with persons acting in concert with
him has continuously held more than 50% of the voting rights of a
company for at least 12 months immediately preceding the relevant placing

and top-up transaction.

7. Verification of independence of placees

When compliance with a Rule or granting of a waiver is dependent
upon a disposition or placement of voting rights to independent persons,
the vendor of the voting rights must not make arrangements to dispose of
or place the voting rights with persons acting in concert with him. The
vendor of the voting rights should not be involved in screening or
selecting the placees unless such involvement is strictly limited to due
diligence enquiries by the placing agents and financial advisers regarding
the independence of placees. It is the responsibility of the relevant
financial adviser, placing agent and acquirer of the voting rights to ensure
and confirm that the acquirer is independent of, and not acting in concert
with, the vendor of the voting rights. The Executive would expect the
relevant financial adviser, placing agent and acquirer of the voting rights

to take all appropriate and reasonable steps to ascertain and verify
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whether the acquirer is independent of, and not acting in concert with, the
vendor of the voting rights and then to provide appropriate confirmations
to the Executive. The relevant confirmations should provide full details of
any involvement of the vendor of the voting rights in the placing process.
The relevant placee list setting out the identities of the placees should also
be provided to the Executive.

In placing and top-up transactions where the Executive is often
requested to process a waiver application promptly in order to facilitate
the vendor of the voting rights to top-up as soon as practicable, the
Executive will normally place significant reliance on the confirmations
provided by the financial adviser, placing agent and acquirer of the voting
rights when granting such a waiver. However, despite having granted the
waiver, the Executive may make enquiries about the independence of the
acquirer of the voting rights after the completion of the placing and
top-up transaction. In the event that the acquirer of the voting rights is
found to have acted in concert with the vendor of such voting rights, any
waiver which has been granted will normally be invalidated and the
Executive will take appropriate action including possibly requiring a general
offer to be made in accordance with the requirements of Rule 26.

Notwithstanding the above the Executive may also make enquiries about
the independence of the acquirer of the voting rights before granting a

waiver if it considers it appropriate to do so.

Bl A% g R FAB 52> 53 311

31.1 Delay before subsequent offer
(a) Except with the consent of the Executive, where an offer has been

announced or posted but has not become or been declared unconditional,

and has been withdrawn or has lapsed, neither the offeror nor any person
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who acted in concert with it in the course of the original offer, nor any
person who is subsequently acting in concert with any of them, may within
12 months from the date on which such offer is withdrawn or lapses
either:-

(i) announce an offer or possible offer for the offeree company
(including a partial offer which could result in the offeror holding shares
carrying 30% or more of the voting rights of the offeree company), or

(ii) acquire any voting rights of the offeree company if the offeror or
persons acting in concert with it would thereby become obliged under Rule
26 to make an offer.

(b) The restrictions in this Rule 31.1 may also apply, for a period of 6
months, where a person, having made an announcement which, although
not amounting to the announcement of an offer, raises or confirms the
possibility that an offer might be made, does not announce a firm intention
either to make, or not to make, an offer within a reasonable time
thereafter.

() Where a person makes an announcement that he does not intend to
make an offer for a company, the restrictions in this Rule 31.1 will
normally apply for 6 months unless there is a material change of
circumstances or there has occurred an event which the person specified
in his announcement as an event which would enable it to be set aside.
Such an announcement must be as clear and unambiguous as possible. If a
person intends to include in an announcement specific reservations to set
it aside, he should consult the Executive in advance of issuing such an

announcement.

3] A}z 3 (Companies Ordinance) #6932

693.0fferor may give notice to buy out minority shareholders

(DIf, in the case of a takeover offer that does not relate to shares of
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different classes, the offeror has, by virtue of acceptances of the offer,
acquired, or contracted unconditionally to acquire, at least 90% in number
of the shares to which the offer relates, the offeror may give notice to
the holder of any other shares to which the offer relates that the offeror
desires to acquire those shares.

(2)If, in the case of a takeover offer that relates to shares of different
classes, the offeror has, by virtue of acceptances of the offer, acquired, or
contracted unconditionally to acquire, at least 90% in number of the shares
of any class to which the offer relates, the offeror may give notice to the
holder of any other shares of that class to which the offer relates that
the offeror desires to acquire those shares.

(3)If, in the case of a takeover offer that does not relate to shares of
different classes, the offeror has, by virtue of acceptances of the offer,
acquired, or contracted unconditionally to acquire, less than 90% in number
of the shares to which the offer relates, the offeror may apply to the
Court for an order authorizing the offeror to give notice to the holder of
any other shares to which the offer relates that the offeror desires to
acquire those shares.

(4If, in the case of a takeover offer that relates to shares of different
classes, the offeror has, by virtue of acceptances of the offer, acquired, or
contracted unconditionally to acquire, less than 90% in number of the
shares of any class to which the offer relates, the offeror may apply to
the Court for an order authorizing the offeror to give notice to the holder
of any other shares of that class to which the offer relates that the
offeror desires to acquire those shares.

(5)The Court may, on application under subsection (3) or (4), make the
order if it is satisfied that—

(a)after reasonable enquiry, the offeror has been unable to trace one or
more of the persons holding shares to which the takeover offer relates;

(b)had the person, or all those persons, accepted the takeover offer, the
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offeror would have, by virtue of acceptances of that offer, acquired, or
contracted unconditionally to acquire, at least 90% in number of the
shares, or the shares of any class, to which that offer relates; and

(othe consideration offered is fair and reasonable.

(6)The Court must not make the order unless it is satisfied that it is
just and equitable to do so having regard to all the circumstances and, in
particular, to the number of holders of shares who have been traced but
who have not accepted the takeover offer.

(DIf the Court makes an order authorizing the offeror to give notice to

the holder of any shares, the offeror may give notice to that holder.

SIAbEY AT700=

700.0Offeror may be required to buy out minority shareholders

(DIf, in the case of a takeover offer that does not relate to shares of
different classes—

(a)the offeror has, by virtue of acceptances of the offer, acquired, or
contracted unconditionally to acquire, some but not all of the shares to
which the offer relates; and

(b)at any time before the end of the offer period, the shares in the
company controlled by the offeror represent at least 90% in number of the
shares in the company,

the holder of any shares to which the offer relates who has not
accepted the offer before the end of that period may, by a letter
addressed to the offeror, require the offeror to acquire those shares.

(2If, in the case of a takeover offer that relates to shares of different
classes—

(a)the offeror has, by virtue of acceptances of the offer, acquired, or

contracted unconditionally to acquire, some but not all of the shares of

any class to which the offer relates; and
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(b)at any time before the end of the offer period, the shares of that
class controlled by the offeror represent at least 90% in number of the
shares of that class, (Amended 35 of 2018 s. 71)

the holder of any shares of that class to which the offer relates who
has not accepted the offer before the end of that period may, by a letter
addressed to the offeror, require the offeror to acquire those shares.

(3)Rights given to the holder of any shares by this section to require an
offeror to acquire the shares are only exercisable within 3 months after
whichever is the later of the following—

(a)the end of the offer period;

(b)the date of the notice given to the holder under section 701.

(DIf the takeover offer gives the holder of shares a choice of
consideration, that holder may indicate the holder’s choice in the letter
requiring the offeror to acquire the shares.

(®)In this section, a reference to shares controlled by an offeror is a
reference to—

(a)shares that are held by the offeror, by an associate of the offeror or
by a nominee on the offeror’s behalf;

(b)shares that the offeror has, by virtue of acceptances of the takeover
offer, acquired or contracted unconditionally to acquire; or

(c)other shares that the offeror, an associate of the offeror, or a
nominee on the offeror's behalf, has acquired, or has contracted,

unconditionally or subject to conditions being satisfied, to acquire.
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Abstract

The Rule of Mandatory Takeover and the Actual

Operation in the Major Markets of East Asia

JIANG LIYING
Department of Law, Commercial Law
The Graduate School

Seoul National University

Mandatory takeover bid rule, with the main purpose of
protecting minority shareholders, first appeared from ‘The City
Code on Takeovers and Mergers' in the United Kingdom, 1968.
Major markets of East Asia such as Japan, Hong Kong SAR, and
Mainland China also adopted the mandatory takeover bid rule
with each country developing the rule in its distinctive form.
While Hong Kong SAR has introduced a practically equivalent
rule to that of the UK’s, Japan and Mainland China have
moderated the rule in contrast to Hong Kong SAR’s stance.
However, there are notable differences in the way of moderation
between the two jurisdictions. For instance, Japan took special
measures to regulate the trigger point and trigger effect for
mandatory takeover bids and did not set the limit for the lowest
threshold price for tender offer obligations, whereas in Mainland

China the tender offer obligations have been vastly exempted in
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addition to instituting exceptions to price regulations regarding

tender offer obligations.

Specifically, in the case of Hong Kong SAR, mandatory
takeover bid should be made when the acquirer obtains 30% or
more than 30% of the voting rights of the target company. But
Japan has raised the trigger point of the mandatory takeover bid,
requiring tender offer when the acquirer’s Holding Rate of Share
Certificates, etc. will exceed one-third after purchase(1/3 rule),
and requiring mandatory takeover bid when the acquirer’s
Holding Rate of Share Certificates, etc. will exceed two-third after
purchase(2/3 rule). The 2/3 ratio takes into account the
possibility of significant events such as termination of listing or
corporate restructuring when the Holding Rate of Share
Certificates, etc. exceeds 2/3. At the same time, however, this
means that even if a change in control of the company has
occurred, minority shareholders cannot obtain full exit rights as
long as it does not reach a level that could lead to a significant
event such as termination of the listing or corporate
restructuring. On the other hand, there is no limit on the offer
price in Japan because Japan believes that since they require the
act of acquiring control to be done by way of a tender offer, the
acquirer will not propose an excessively low offer price in order
to acquire the target shares. However, in practice, there is a
"discount TOB" phenomenon, where minority shareholders are not
given the opportunity to actually exit the company even if they

have made the decision to do so.

In the case of mainland China, the mandatory takeover

bid and the tender offer are also adopted in parallel. In addition,
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in order to reduce the impediment of the mandatory takeover
bid to business acquisition activities, China has established
various exemptions and changed the exemption procedure from
application for exemption to automatic exemption. With respect to
the offer price, while mainland China limits the offer price, it
also provides for exceptions. As a result, not only is the
exemption rate for mandatory tender offers in mainland China
extremely high, but there is also the possibility of evading the
mandatory tender offer obligation by undercutting the price. It
can be seen that although China is implementing mandatory
takeover bid, there are still deficiencies in the protection of
minority shareholders.

This thesis explores legislations and the actual operations with
respect to the mandatory takeover bid rule within major markets
of East Asia and by means of comparison, analyzes the basis of
the reason behind the differences in the integration of such rules
and the pros & cons of each legislative practices to suggest
effective policies which can protect minority shareholders as well
as invigorate the market, in the event that Korea introduced the

mandatory takeover bid rule.
Key words : takeover, mandatory takeover bid, minority shareholders,

private benefit of control, exit right, change of control transactions

Student Number : 2021-26296
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