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Less Onerous Property Valuation Requirements

Quick Read
The Stock Exchange of Hong Kong Limited
(“SEHK”) and Securities and Futures Commission
(“SFC”) jointly published their “Joint Consultation
Conclusions on Proposed Changes to Property
Valuation Requirements” (“Consultation
Conclusions”) on 20 October 2011. This was in
response to the “Joint Consultation Paper on
Proposed Changes to Property Valuation
Requirements” published on 3 December 2010.
The major purpose of the consultation was to eliminate unnecessary burdens on both listed issuers and
listing applicants by streamlining property valuation
requirements so that the disclosure regime for
circulars and prospectuses could be more focused
and relevant.
The corresponding class exemption notice under the
Companies Ordinance (Exemption of Companies and
Prospectuses from Compliance with Provisions)
Notice (Cap 32L of the Laws of Hong Kong) (“Class
Exemption Notice”), subject to negative vetting by
the Legislative Council, comes into effect on 1
January 2012. The amendments to the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Listing Rules”)
take effect when the Class Exemption Notice
becomes effective.

Proposals Adpoted for Listed Issuers
For listed issuers, the major proposals adopted are
briefly summarised as follows:
a. For a major transaction or above in relation
to acquisition or disposal of a property Generally, the listed issuer is subject to the
property valuation requirements and a full text
of the valuation report should be included in
the circular unless an exemption applies.
Exemptions: For a property which is acquired
from the Hong Kong Government at a public
auction or by sealed tender or under a
Qualified Property Acquisition (as defined in
the Listing Rules), the property valuation
requirements are not applicable.
b. For acquisition or disposal of an interest
in a company listed on SEHK - The listed
issuer is not subject to the property valuation
requirements and only an overview containing
relevant information such as geographical
location, number, approximate size range,
intention of use and how the property interests
are held etc. (“Overview”) must be included
in the circular. However, the listed issuer is
subject to the property valuation requirements
and full text of the valuation reports is
required to be included in the circular if the
subject transaction is a connected transaction.

c. For a major transaction or above in relation
to acquisition or disposal of an unlisted
company whose assets consist solely or
mainly of property - Generally, the listed
issuer is subject to the property valuation
requirements unless an exemption applies.
Exemption: If a property interest has a
carrying amount which is below 1% of the
listed issuer’s total assets, it is not subject to
the property valuation requirements. The
exemption is subject to a cap: the total carrying amount of exempted property interests
must not exceed 10% of the listed issuer’s total
assets. An Overview should be included in the
circular describing the exempted property
interests.
Practical step: The listed issuer should
identify the carrying amount of each property
interest (which is below 1%) and sum up from
the lowest values until the 10% limit is
reached. Property interests comprising the
lowest 10% are exempted and the remaining
property interests are subject to the property
valuation requirements.
Summary disclosure: Summary disclosure of
the relevant valuation report in the prescribed
form (as explained in the Consultation
Conclusions) is allowed if the market value of a
property interest is below 5% of the listed
issuer’s total valued property interests. In this
regard, the valuation report should be made
available for public inspection.
Mining activities: For property interests
ancillary to mining activities, separate valuation of property interests is not required if the
mining activities and ancillary property
interests have been valued as a business or an
operating entity.
Please note that if the subject transaction is a
connected transaction, the above exemptions
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do not apply. In this circumstance, the listed
issuer is subject to the property valuation
requirements and a full text of the valuation
reports must be included in the circular.
d. For a very substantial acquisition Valuations of the existing property interests of
the listed issuer making the acquisition are not
required.

Proposals Adopted for Listing Applicants
For listing applicants, different requirements apply to
property activities and non-property activities
respectively. Accordingly, a listing applicant should
classify its property interests into property activities
and non-property activities for the purpose of
determining the applicable requirements. The major
proposals adopted for listing applicants are briefly
summarised as follows:
Requirements for property activities
“Property activities” are defined as “holding (directly
or indirectly) and/or development of properties for
letting or retention as investments, or the purchase or
development of properties for subsequent sale, or for
subsequent letting or retention as investments. It does
not include holding of properties for own use”.
Any property interests not falling within the definition of “property activities” are classified as
“non-property activities”. Also, the timing reference
point for classifying a property interest into property
activity or non-property activity is the listing document date.
If property interests are classified as property
activities, the following requirements apply:
a. For all property interests generally Generally, the listing applicant is subject to
the property valuation requirements unless an
exemption applies.
Exemption: If a property interest has a
carrying amount which is below 1% of the

listing applicant’s total assets, that interest is
exempted from the property valuation requirements. The exemption is subject to a cap: the
total carrying amount of exempted property
interests must not exceed 10% of the listing
applicant’s total assets.
Practical step: The listing applicant should
identify the carrying amount of each property
interest (which is below 1%) and sum up from
the lowest values until the 10% limit is
reached. Property interests comprising the
lowest 10% are exempted and the remaining
property interests are subject to the property
valuation requirements.
Subject to the exemption mentioned above, full
text of the valuation reports should be disclosed in the listing document for all property
interests which are required to be valued
under property activities except where summary disclosure is allowed (please see below).
b. For a property interest valued at less than
5% of the listing applicant’s total valued
property interests - Summary disclosure of
the relevant valuation report in the prescribed
form (as explained in the Consultation
Conclusions) is allowed if the market value of a
property interest is less than 5% of the listing
applicant’s total property interests which
are required to be valued under property
activities. In this circumstance, a full text of
the valuation report should be made available
for public inspection.
c. For all property interests that have been
exempted from the property valuation
requirements - An Overview should be
included in the listing document describing the
exempted property interests.
Requirements for non-property activities
As explained above, any property interests not falling
within the definition of “property activities” are
classified as “non-property activities” and they
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normally refer to properties owned and occupied for
own use.
If property interests are classified as non-property
activities, the following requirements apply:
a. For a property interest with a carrying
amount of 15% or above of the total assets If the carrying amount of a property interest
is or is above 15% of the listing applicant’s total
assets, the listing applicant is subject to the
property valuation requirements and a full
text of the valuation report should be included
in the listing document . The listing applicant
should also include a statement stating that
no other single property interest of its nonproperty activities has a carrying amount of
15% or above of its total assets.
b. For all property interests which have been
exempted from the property valuation
requirements - An Overview should be
included in the listing document describing the
exempted property interests.
Mining activities
Separate valuation of property interests ancillary to
mining activities are not required if the mining
activities and ancillary property interests have been
valued as a business or an operating entity.
General disclosure obligations
Listing applicants should note that the above provisions are only minimum requirements and there are
also general disclosure obligations in relation to
property valuations under the Companies Ordinance1
(“CO”) (Cap 32 of the Laws of Hong Kong) and the
Listing Rules2. Basically, a prospectus is required to
contain sufficient particulars and information which
are necessary to enable an investor to make an
informed judgement of a listing applicant. The
general obligations may require the inclusion of more
information than is specified in the Class Exemption
Notice and the Listing Rules.

Class Exemption Notice and Listing Rule
Amendments
SFC has issued the Class Exemption Notice for the
purpose of giving effect to the proposals adopted
relating to property valuation requirements for
listing applicants. SEHK has also amended the
Listing Rules to incorporate the proposed changes
adopted.
As mentioned above, the Class Exemption Notice,
subject to negative vetting by the Legislative Council,
comes into effect on 1 January 2012. The Listing
Rule amendments take effect when the Class
Exemption Notice becomes effective.
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Before the Class Exemption Notice and the Listing
Rule amendments become effective, a listing applicant may apply for a waiver from strict compliance of
the property valuation requirements under the CO
and the Listing Rules. SFC and SEHK will consider
waiver applications on a case-by-case basis.
You can download copies of the Consultation
Conclusions via the link below:
http://www.sfc.hk/sfc/doc/EN/speeches/public/
consult/PVConclusionsEng20102011.pdf

1 Please refer to Paragraph 3 of the Third Schedule to the Companies Ordinance, “Matters to be specified in prospectus and
reports to be set out therein”.
2 Please refer to Listing Rule 11.07.
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