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1 Burgess, Robert, Corporate Finance Law (London : Sweet & Maxwell Limited, 1985), p.
265.
2
Ibid.
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! Redmayne, Equity Warrants (Rochester : Euro Publications PLC, 1993), P.163.
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’ “Listing Rules” paragraph 24.2. 1AM UUA41 “The warrants to which this chapter apply
are those warrants which entitle the holder to require delivery of, to make delivery of or to
receive or make payment in cash in respect of securities (of an issuer which is not the issuer of
the warrants), assets indices or other specified variables. This chapter does not apply to warrants
to subscribe for securities.”

° “Listing Rules” paragraph 2.5.

“Listing Rules” paragraph 24.6 AR MUAdN “Where a listing agent is required, that
listing agent must comply with the relevant provisions of chapter 2.”
muﬁﬁ’mum‘lu The Companies Consolidation Act 1985 :1#31 1 uazlu The

Companies Consolidation Order 1986 N1A31 1.
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“Listing Rules” paragraph 3.24 1#n A4 “The condition for listing of options or
warrants to subscribe or purchase securities (not being options or warrants accompanied by
other securities) are the same as would apply if the application for listing had been the securities
to be subscribed or purchased, unless the Exchange otherwise agrees. The Exchange must be
consulted at an early stage.”

" “Listing Rules” paragraph 3.23 1AAMUATY “In the absence of exceptionnal
circumstances the issue of warrants or options to subscribe for equity share must be limited to
not more than 20% of the issued equity share capital of the applicant at the time of issue of the
warrants or options. Rights under employees’ share schemes will not be included for the
purpose of this 20% limit.”

: “Listing Rules” paragraph 24.10 1ANMUAIN “The warrants must have maturity of not

more than five years.”
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(1) gaanazseagnaruaniag
(1.1) Securities and Investment Board %38
(1.2) Securities and Futures Authority Limited 3D
(1.3) ﬂgj’luﬁﬂ%mmﬁmmmmm:mwﬁanqm (Bank of England)
AMINNIMTT 43 U89 Financial Service Act (FSA) 1986

2 liFuengmeunguanaddeusuiag (Banking Act 1987)

(3) 'lunirﬁﬁé’@ﬂmﬂuu?ﬁwﬁﬂi:n@uq?ﬁ@u@nmmﬂmmmﬁn? L
AananraziasgnAruAnineadAnInIsdundnninguiaasAnmiss unanning
doaulih (Futures) vasnatlsznaiy 1 Seiifaimualunisrusmientsfumiieudy
Securities and Investment Board 7@ Securities and Futures Authority Limited WTBEUIANTUNS

UszinaAdangw

@ duvdnningdaesiy vie

12“Listing Rules” paragraph 24.7 1Ffmunan “Subject to paragraph 24.9 an issuer
seeking to list warrant must satisfy one of the following conditions for listing :

(a) it must be regulated by the Securities and Investments Board, or by the Securities
and Futures Authority Limited or be included on the list maintained by the Bank of England
pursuant to section 43 of the FSA, provided that such activity falls within the approved scope of
the issuer’s business;

(b) it must be authorised under the Banking Act. 1987;

(c) if incorporated outside the United Kingdom, it must be regulated by an overseas
securities or futures regulator which has a lead regulation agreement for financial supervision
with the Securities and Investments Board, the Securities and Futures Authority Limited or the
Bank of England;

(d) it must be a state; or

(e) the obligations created by the issuer must be unconditionally and irrevocably
guaranteed by or benefit from an equivalent arrangement provided by an entity which satisfies

one of the above conditions.”
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sreafulssinniiiusesiunisldansyteiinandseiuanaiuau (Fully Covered Warrants)

m“Listing Rules” paragraph 24.8 Ianmum9n “Issuers unable to satisfy any of the
conditions stated in paragraph 24.7 must consult the Exchange and obtain specific approval. The
Exchange may require such an issuer to provide a clear explanation of its proposed hedging
strategy and, exceptionally, include the explanation in the equivalent offering document. In
addition any such issuer or guarantor must have:

(a) net assets of at least 50 million pounds; or -
(b) an investment grade rating of its equit? or unsecured debt by an appropriate
agency.”

M“Listing Rules” paragraph 24.9 AN vuAdn “The issuer will not have to satisfy and of
the conditions set out in paragraphs 24.7 and 24.8 if the Exchange is satisfied that arrangements
have been made for the underlying assets to be held by a trustee (or an equivalent third party) to
meet the exercise of all outstanding warrants. The trustee (or equivalent) must have no interest

iin or relationship with the issuer which might conflict with its position of trustee (or equivalent).
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nenfugFudnvuiuguldl$luanansiauaane (Equivalent Offering Document)

b “Listing Rules™ paragraph 24.4 1Anvuadn “Warrants linked directly or indirectly to the
following to listing:

(@) equity securities of companies other than the issuer of the warrants, provided that
those securities are listed on a stock exchange or traded on another regulated and regularly
operating open market;”

16 “Listing Rules” paragraph 24.9.
v “Listing Rules” paragraph 24.27 1An1muAdn “Where the issuer fulfils the condition for
listing set out in paragraph 24.9 details of the arrangements with the trustee (or the equivalent

third party) must be included in the equivalent offering document.”
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b “Listing Rules” paragraph 24.2 1#f1A91 “The warrants to which this chapter apply
are those warrants which entitle the holder to require delivery of, to make delivery of or to
receive or make payment in cash in respect of securities (of an issuer which is not the issuer of
the warrants), assets, indices or other specified variables. This chapter does not apply to
warrants to subscribe for securities.”

19
Redmayne, Equity Warrants, p.163.
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20 - . . i s ©% ,
Horton, "Equity Warrants and Other Derivatives Securities* in The Practitioner's to the
Listing Rules, (Hong Kong : International Securities Institute, 1994), p.249.
21 .
Ibid, p.257.
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Horton, "Equity Warrants and Other Derivatives Securities" in The Practitioner's to the

Listing Rules, p.259.
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Horton, “Equity Warrants and Other Derivatives Securities' in The Practitioner's to the

Listing Rules, p.254.
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Ibid, p.249.
25 .
Ibid, p.265.
% . . . ; . - .
Listing Rules 48 7.10 AR vumdn “The Exchange has devided derivative warrants into
two catagory, “covered warrant”, refers to those derivative warrants in respect of which the
issuer owns all of the underlying securities or other asset to which the warrant relates and
grants a charge over such securities or asset in favour of an independent trustee which acts for
the benefit of the warrantholders. The second catagory, “non-collateralised warrants” refers to
those derivative warrants in respect of which the obligations of the issuer are provided for in a
form other than by way of a charge over the underlying securities, index or other asset. Non-
collateralised warrants are normally issued by financial institutions which will adopt hedging

strategies to provide for their obligations over the life of the warrants.”
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* \bid, p.266.

* Listing Rules 48 7.10 1inmualidn “The criteria which wil apply are set out in
Appendix 6. The Exchange may not permit a new applicant to be listed by way of a placing if
there is likely to be significant public demand for the securities.”

* Listing Rules 48 15.36 Ixiuualidn “As equity securities, derivatives warrants may
be listed by any of the methods listed in Chapter 7. Whilst, pursuant to rule 7.10, the Exchange
may not permit a placing of derivative warrants if there is likely to be significant public demand
for the warrants, the Exchange has been and is prepared to waive this restriction for issues of
derivative warrants, on a case by case basis. Issuers of derivative warrants are therefore
encouraged to consult the Exchange at the earliest opportunity if they are in any doubt as to
whether a proposed method of listing will be acceptable to the Exchange.”

x Listing Rules 19 15.18 AN mualddn “The expected initial market capitalisation of a

derivative warrant issue must normally be at least HK$50,000,000.”
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* Listing Rules 48 8.08 (2) I8N mualidn “in the case of a class of securities news to
listing, at the time of listing there must be an adequate spread of holders of the securities to be
listed. The number will depend on the size and nature of the issue,but, as a guidline, there
should be not less than three holders for each HK$1,000,000 of the issue, with a minimum of
100 holders.”

* Listing Rules 48 15.17 1@nuualddn “The Exchange normally expects derivative
warrants to expire not more than two years from the date of issue.”

* Horton, "Equity Warrants and Other Derivatives Securities' in The Practitioner's to the

Listing Rules, p.270.

XXk 3 v o v . .
Listing Rules U8 15.02(2) &AM uum 197 “such warrants must expire not less than one

and not more than five years from the date of the issue or grant and must not be convertible
into further rights to subscribe securities which expire less than one year or more thanfive years
after the date of issue or grant of the original warrants.”

© Horton, "Equity Warrants and Other Derivatives Securities' in The Practitioner's to the
Listing Rules, p.270.
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* Ty ° ' . . . . ”
Listing Rules 49 15.21 A uuali91 “In order to provide uniformity in relation to
derivative warrants over securities of a listed issuer, the Exchange will normally expect the
derivative warrants at the time of listing to be issued in the ratio of either one warrant for one

share (or other security) or ten warrants for one share (or other security).

¥ Horton, *Equity Warrants and Other Derivatives Securities” in The Practitioner's to the
Listing Rules, p.282.
Listing Rules 1@ 15.20 Tinuum 1497 “In relation to derivative warrants over securities
of a listed issuer, the Exchange will normally expect the board lot size of derivative warrants at
the time of listing, in number of warrants, to be the same as, or to be multiple of, the board lot

size of the underlying securities.”
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* . . ° 1 0 .
Listing Rulesda 8.02 18inuual44n “The issuer must be duly incorporated or
otherwise established under the laws of the place where it is incorporated or otherwise
established and must be in conformity with those laws and its memorandum and articles of

association or equivalent documents.”

i v
R

** a !ldl - v a6 v o ar a aa
Tnenindgfannzidewtu Dealer axgniafilieenludAnyuansdvsnazaeures
HAUAINNIAGY 76 (1)(a) V89 Securities Ordinance.

31
Horton, "Equity Warrants and Other Derivatives Securities' in The Practitioner's to the

Listing Rules, p.257.
* Ibid, p. 264.
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” Listing Rules & 8.02.

*Listing Rules 4@ 15.11(1) T&Avualddn “In assesing the suitability of the issuer and
guarantor, the Exchange will have regard to inte alia, their previous experience in issuing and
managing the issue of other similar instruments. ‘

* Horton, "Equity Warrants and Other Derivatives Securities' in The Practitioner's to the

Listing Rules, p.268.
¥ Listing Rules 4 15.11(2).
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* Horton, "Equity Warrants and Other Derivatives Securities” in The Practitioner's to the
Listing Rules, p.267.
" Ibid, p. 248.
x y v o v - : . I~
Listing Rules U8 15.12 IxAuualdan “in additional, if the potential obligations of the
issuer under the derivative warrants are not fully covered (by thr issuer owning or controlling
sufficient underlying assets to meet all of its potential obligations under the derivative warrants)
or otherwise secured to the satisfaction of the Exchange, the Exchange must be satisfied that:-
(1) the issuer is of suitable financial standing or that the issuer’s obligations are
guaranteed by the guarator suitable financial standing; and
(2) the issuer has satisfactory experience to manage this issuer’s potential obligations
under the derivative warrants.”
* Listing Rules 4@ 15.13 (1) 15in1vunlddn “the issuer must satisfy one of the following
criteria:-
(1) be regulated by the Commissioner of Banking or an equivalent overseas regulatory

authority acceptable to the Exchange:
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(2) be a company regulated by the Commission as a registered dealer under the
Securities Ordinance: (note 1)

(3) be adequately regulated by an overseas securities or futures regulator which is
acceptable to the exchange: or

(4) be a government or state or a body which is backed by the full faith and credit of a
government or state:”
*x v v o b o _ . :

Listing Rules 4@ 15.13 (2) loinuumlidn “ the issuer must satisfy the following
criteria:-

(1) have net assets of at least HK$1,000,000,000 as set out in the issuer’s latest
published audited accounts or, if more than nine months have elapsed since the date to which
the latest published audited accounts of the issuer were made up, in an interim financial
statement covering at least the first six months. Where an interim financial statement is

provided, such statement must be prepared on a consistent basis with the latest published
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audited accounts and must be accompanied by a statement by the directors that there has
beenno material adverse change in the financial or trading position of the issuer since the end of
the period reported on in the interim financial statement: and

(2) where the issuer has been rated by a local or overseas credit rating agency
recognised by the Exchange in respect of its equity or unsecured debt have an investment grade
rating (note 2): and

(3) if requested by the Exchange, provided the Exchange with a description of its
proposed hedging strategies:”

* v Standard & Poor's Corporations, Moody's Investors Serviec LLIUFIY

* Listing Rules 4@ 15.13(3)
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* Ibid, 48 15.12(2).

* Listing Rules 48 15.14 233Aa83 1iimunl¥d1 “However, the Exchange may list such
derivative warrants in other circumstances if it is satisfied that holders have the necessary
information available to form an opinion concerning the value of the underlying shares to which

such derivative warrants relate.”
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o Listing Rules 48 15.14 (1) dnvualddn “a class of listed shares in respect of which
the market capitalisation is at least HK$10 billion and the market capitalisation of those of the
shares of that class which are in public hands (as defined in rule 8.08 (1)) is at least HK$5billion:”

& Listing Rules 48 15.14 a35aaes Idnuualidn “In relation to underlying shares falling
within sub paragraph (1) of this rule, in the exceptional circumstance where the market
capitalisation of the shares in public hands is below HK$5 billion but where the turnover of the
underlying securities is exceptionally high and the total market capitalisation of the class of
shares is at least HK$5 billion, the Exchange may be prepared to accept turnover as a criterion
by which to judge the suitability for listing of the derivative warrants.”

s Listing Rules 4@ 15.18 293Aaa4 tanuunlidn “Issuers are also remined that in
accordance with rule 8.08 of the Exchange Listing Rules, as a guideline, there should be a
minimum of 100 holders of the derivative warrant to be listed,whether by placing or public offer”

40
Horton, "Equity Warrants and Other Derivatives Securities® in The Practitioner's to the
Listing Rules, p.273.
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Listing Rules 48 15.14 (2) & wmualddn “a class of shares listed or dealt in on
another regulated, regularly operating, open stock market recognised for this purpose by the
Exchange.”

Listing Rules 48 15.15 loniuualidn “In particular, if the derivative warrants are
covered warrants then the underlying assets or rights to acquire the underlying assets must
normally be held as security for the performance of the issuer’s obligations under the derivative
warrants by an independent trustee, custodian or depositary for the benefit of the

warrantholders.”
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Listing Rules 42 15.12(2) loinmualddn “the issuer has satisfactory experience to
manage this issuer’s potential obligations under the derivative warrants.”
41 )
Listing Rules 28 15.16.
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Listing Rules 4@ 15.19 ldAuusisnisauaniduiluanlidn “In respect of those
derivative warrants over securities of a listed issuer which permit a cash payment to be made at
the opinion of the issuer to the warrantholder on excercise of the derivative warrant, the
Exchange expects the valuation method of such cash payment to equal the higher of:

(1) the average of the closing prices of the underlying securities (as derived from the
Daily Quatation Sheet of the Stock Exchange, subject to any adjustment as may be necessary to
such closing prices to reflect any capitalisation, rights issue, distribution or the like) for
the 30 business days prior to and up to and including the business day before the Excercise
Date; or

(2) the closing price of the underlying securities (derived in like manner) on the business

day before the Exercise Date.
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© Guidelines for the issue of call warrants 48 C 4.(1) IANMUAIN “the maturity date of
call warrants must be no earlier than one year and no later than two years from the date of
issue.”

M lbid, 48 C 4 (2) 1R MuAdn “Each issue of call warrants must be for a total face
amount of at least RM20 million.”

® Ibid, 48 C 5 (3) 1¥AUUATT “The issuer must take an initial placement of call warrants

to at least 10 licensed dealers and/or institutional iinvestors.”



56

' ' ol v v o - o s
wintnalefia  wandaenliinmulaulanisiavundnuosy
-~ a v o oA - = v a o o °o o
poransvsemalamedeyaiisateulala  Qeulwwils  deanfdeaunsairluddty
aQ a g < as ar o & a ar v r/ c’l’ v v Vo
wandnsanaaNaeanziauiunaudnnindioatanlesls visil Tnadaanazsasléiu
ANNWILTALAINANENITNMIIILUA N Ineiaunaziiuraaanziden

v
a A 9

33219 uszdszmzgaving  luludrAtyuans@viniacdedurecgdauay

9

13

fasiidarmuaieaiunsliudnianluddyuanidnd  Weflwmnisainisaauianis
o v o A Y oa - o=t < = , A e
visansaanuludavzeviuiianu viawegnisafaulaluaunandeasiinansenuduiaeaiu
I a a ey 0 o a a aly o ﬂ' a a vy G 0 d d‘y-i
siodvdragieludAguanidn  uariderivualuGesdnizecdievieAndamaiidia
Tudrdtyuansdniazlifumnuddninuguinisaseudinanis nissaunans msdnsuioyd

a a o a a a o o g < ndl' d. <
NSANUITM n1sAaunanis nsldnufinlsgaidsrns viiawanisafaulaluaunanteasd

HansEnutuAtaiusednivasdialud Aty uanidng

-

33.2.2 waninusiineaiuauantfvesdesnludrAyuanidninaziafuaes
R 2
fau
« o o [ %3 - Ad’ -:l’ v ydll
munuTin s lUdIATULARAVENA T TauTeaden  (Call  Warrant)
Naanzidaulunaavannindiatanlafiiu fatvusvesnarauanning duantszinm
0 o -~ L4 46
1aaludrAtyuansdnsiiastatiueanidlu 2 suinn” Ae
o ar - nlﬂ‘ 5 2 ‘Idl d.d g o =3 o
(1) ludAnyuansd@nsnasaeuresdauiinisalsemuinduou
(Fully-Collateralised Call Warrant)
2 ludndryuanidnsnaraevusesdiunliinisandssiususuau
(Non-Collateralised Call Warrant)

wazdarmuntesnaraanningdliimunananReasdaanudnnine

v
o

4 2 Uszinn sananquanlisinatiu satl

46Ibid, da A lonvuagn “fully-collateralised call warrants” means call warrant issue or
sale of which is or will be accompanied by a deposit of all the shares the subject of the warrants
with a custodian or trustee for the entire term of the warrants. Wa%lANIUUAIN “non-
collateralised call warrants” means call warrant other than fully-collateralised call

warrants.”
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Y Ibid, 42 C 1 l&inuumdn “Any person may issue or sell fully-collaeralised call warrants
subjects to:
(1) the term of the security arrangements in respect of the underlying shares being
approved by the Securities Commission;
(2) a custodian or trustee approved by the Securities Commission being appointed to
hold the shares the subject of the warrants and act in the interests of the warrant holders; and
(3) the person complying with these guidelines and all other applicable laws relating to
the issue, sale or offer of the warrants.”
48Ibid, 48 C 2 lanmuadn “In the case of each issue of fully-collateralised and non-

collateralised call warrants, the term of the call warrants and the information disclosed in relation
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to the call warrants, the applicable underlying shares, the applicable underlying company and the
issuer and risk manager, if there is one, must be approved by theSecurities Commission.”
*®Ibid, 418 € 1 assAelEiMuAGn “An issue or sale of non-collateralised call warrants
may only be undertaken by:
(1) a body corporate approved by the Securities Commission; or
(2) a financial institution approved by Bank Negara; or
(3) a body corporate guaranteed by an entity qualifying under paragraph (1) or (2).”
” lbid, 48 D 2 (1) loinvuadn “Description of each of the issuer and risk manager, if
applicable, including its history and business, its directors and management, its experience in the
issuance and management of warrants and other equity derivatives and its financial statements

for the last (5) years;”
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i lbid, 48 A &R NMNNEAIIY “shares™ means shares of a corporation quoted on the
Kuala lumpur Stock Exchange Wae “underlying shares” damunaia “In relation to particular call
warrants, means the shares the subject of those warrants.”

52Ibid, 48 C 4 (3) 1Hnmuadn “The number of underlying shares the subject of call
warrants in each issue, when aggregated with all other unexpired call warrants in respect of the
same underlying shares at the time of the issue, must not exceed 10% in number of the total
issued share capital of the applicable underlying company.”

” Ibid, 48 C 3 (1) T¥riuuadn “Average daily market capitalisation of at least RM2 billion
in the 3 months ending on the last business day of the calender month immediately preceding
the date of issue;”

” Ibid, 48 C 3 (2) 16inuA91 “Total number of registered shareholders in the underlying
company of at least 2,000 as at the last business day of the year immediately preceding the date

of issue;”
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” lbid, 48 C 6 (6) 1HAMUAT7 “In the case of a cash settlement, the value or price of the
underlying sahres to be taken for the purpose of calculating the settlement price must be at least
the higher of;

(1) the average of the closing prices of the underlying shares (derived from the Daily
Diary of the Kuala Lumpur Stock Exchange, subject to any adjustment as may be necessary to
such closing price to reflect any capitalisation, rights issue, distribution or the like) during the 30
market days prior to and including the market day immediately before the relevant exercise date;
and

(2) the closing price of such shares on the market day immediately before the exercise

date.”
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