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Changes to capital raising provisions of
the ASX Listing Rules

The Australian Securities Exchange (ASX) has advised that amendments to the
ASX Listing Rules relating to capital raisings by small to mid cap listed entities
will come into effect on 1 August 2012.

The amendments follow industry feedback on proposals released for comment

by ASX in April of this year.

According to ASX, the amendments have been implemented to strike a more
complete balance between protecting shareholder interests and facilitating
timely capital raisings and to ensure the capital
raising competitiveness of ASX.

Capital raising activities

Listing Rule 7.1A, which comes into
effect on 1 August 2012, allows small
to mid cap listed entities to issue
additional equity securities in
circumstances where:

B theissuer has secured prior
approval from ordinary security
holders by special resolution at
its annual general meeting (AGM)
which approval will remain in
force for 12 months from the date
of the AGM;

B at the time the approval is given,
the issuer is an “eligible entity” in
that it has a market capitalisation
of A$300 million or less and is
not included in the S&P/ASX 300
Index;

B the securities issued under the
approval are not more than an
additional 10% of the issuer’s
issued shares calculated over a
12 month period (that is, 10% in
addition to the existing 15%

already available to all listed
entities under Listing Rule 7.1);

the notice of AGM that includes
the special resolution discloses
the additional information
required by Listing Rule 7.3A,
including information regarding
the risk of dilution to existing
ordinary security holders, the
listed entity's allocation policy for
issues under the approval, and
the potential purposes for which
securities may be issued under
the approval; and

the securities issued under the
approval must not be issued at a
price that is less than 75% of the
volume weighted average price
of the securities calculated over
the 15 trading days on which
trades in those securities were
recorded immediately before:
— the date on which the issue
price of the securities is
agreed, or

Key issues

B Amendments to the capital
raising regime for small to mid
cap listed entities are
effective from 1 August 2012

B Eligible issuers should
consider including the
necessary special resolutions
in their notice of annual
general meeting in order to be
able to raise equity on short
notice

— the issue date (if the
securities are not issued
within five trading days of the
date on which the issue price
is agreed).

In addition, listed entities that obtain
shareholder approval under Listing
Rule 7.1A must disclose the
additional information described in
Listing Rule 3.10.5A and Appendix 3B
each time they issue securities under
the approval.



2 Changes to capital raising requirements

Distinctions between
Listing Rules 7.1 and 7.1A

While the ability for an issuer to issue
equity securities in excess of 15% of
capital under Listing Rule 7.1
continues to apply, the additional
regime introduced by Listing Rule
7.1A allows issuers a greater degree
of flexibility in undertaking capital
raising activities given that:

B consent under Listing Rule 7.1A
remains in force for a period of
12 months from the date of the
AGM whereas consent under
Listing Rule 7.1 remains in force
only for a period of up to three
months after the date of the
members meeting; and

B the identity of the allottees under
Listing Rule 7.1A does not need
to be disclosed at the time
consent is sought whereas the
identity (if known), or the basis
upon which allottees will be
indentified, is required for an
issue under Listing Rule 7.1.

New market practice

Although Listing Rule 7.1A does offer
greater flexibility in many respects, we
note that consent under Listing Rule
7.1A can only be sought at the
issuer's AGM — unlike consent under
Listing Rule 7.1 which can be sought
at any meeting of members.

Given this limitation, we expect ASX
listed entities to include the necessary
Listing Rule 7.1A special resolutions
in their notice of AGM even in
circumstances where issues of equity
securities are not under
contemplation.
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