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Further relaxations for raising capital

As we discussed in our previous article on cash box placings, whilst the market is now looking to

employ this structure where necessary, the Pre-emption Group has historically not approved of the

use of cash box structures to avoid pre-emption rights and has regarded a cash box transaction as

being, in substance, an issuance of equity securities for cash and subject to the limits set out in the

Pre-emption Group Statement of Principles.

These limits are set at (i) no more than 5% of the issued share capital to be allotted non-pre-

emptively for cash for general corporate purposes and (ii) an additional 5% of the issued share

capital for specified acquisitions or investments.

Temporary changes

Recognising that in the current circumstances companies may need to raise capital to maintain

their solvency, the Pre-emption Group has published a statement supporting issuances by

companies of up to 20% of their issued share capital on a temporary basis. This would permit Main

Market issuers to raise up to 20% of their existing share capital without the need for a prospectus

and without contravening the Pre-emption Group Guidelines.

If this additional flexibility is sought:

▪ the particular circumstances of the company should be fully explained, including how they are

supporting their stakeholders;

▪ proper consultation with a representative sample of the company’s major shareholders should

be undertaken;

▪ as far as possible, the issue should be made on a soft pre-emptive basis; and

▪ company management should be involved in the allocation process.
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This additional flexibility will be in place on a temporary basis until 30th September 2020.

Main Market issuers should however remember that under the Listing Rules a placing cannot be

priced at a discount of more than 10% to the relevant shares’ middle market price unless the terms

of the offer have been approved by shareholders or it is an issue for cash under a pre-existing

general disapplication authority (such as the 5% authority typically granted annually at the AGM).

Because AIM is not a regulated market, the 20% restriction after which a prospectus must be

published does not apply to AIM issuers. An AIM issuer is therefore able to exploit the whole of any

unused allotment authority granted at its AGM, which is typically set at a third of its share capital.

The AIM Rules also impose no limit on the discount at which any equity fundraising can be

undertaken.

Where companies issue up to 20 per cent of their capital relying on this exemption, they would be

expected to disclose in their annual report the consultation undertaken prior to the issuance and the

efforts made to respect pre-emptive rights, given the time available.
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