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REVISED GUIDELINES ON

ACQUISITION OF OWN SHARES

	INTRODUCTION


Part X1 of the Companies Act, 1990 allows a company to purchase its issued share capital subject to certain restrictions and if authorised to do so by its articles.   The purchased shares may be cancelled or held as Treasury Shares which may be re-issued by the company.   However, a company is limited to holding a maximum of 10% of its issued nominal capital as Treasury Shares.

	AUTHORITY FOR GENERAL SHAREHOLDER APPROVAL


(i)
The articles of association should provide that the authority for a company to make market purchases of its own shares under Part XI of the Companies Act 1990, should be conferred by special resolution and not an ordinary resolution as is permitted by Section 215 of the Act.

(ii)
There should be an undertaking in the Chairman's letter to shareholders that the authority given to a company to purchase its own shares will only be exercised if the board considers it would be in the best interests of the remaining shareholders generally.

	OTHER CLASSES OF SHARE CAPITAL


Where the company has preference share capital, class meeting consent should be obtained from the preference shareholders and regard must be had to the resultant effect on their capital and dividend covers.

	AMOUNT OF SHARE PURCHASE


Assuming the company is trading normally, authority to purchase up to 10% of ordinary share capital is unlikely to cause concern to members of the IAIM.   Members of the Association are likely to oppose resolutions which provide authority to purchase in excess of 10% of the company unless special circumstances exist which have been agreed in advance with representatives of the Association.

	ACQUISITION PRICE


Members of the IAIM consider that the Stock Exchange requirements are adequate, i.e. for purchases below the 15% level the price should not exceed 5% above the average middle market quotation over 10 business days before purchase.   This pricing structures should also apply to off market purchases.

	RE-ISSUE OF TREASURY SHARES


The Association's Guidelines on Pre-emption Rights apply to the re-issue of Treasury Shares.   Treasury Shares should not be re-issued at any time when directors of the company would not be free to deal in securities of the company under the Stock Exchange's Model Code for Directors.

	PURCHASE BY SUBSIDIARY OF SHARES IN

HOLDING COMPANY


The articles should provide the authority to make market purchases of shares in its holding company should be conferred by special resolution of the holding company and not by an ordinary resolution as is permitted by Section 215 of the Companies Act, 1990 as applied by Section 224(3) of that Act.

	TAKE-OVERS AND MERGERS


The City Code on Take-overs and Mergers imposes various restrictions on companies which are involved in take-overs and mergers.

In addition, members of the IAIM consider that a company which has reason to believe that it may be the subject of a take-over bid or merger proposals should not exercise any powers it may have to acquire and cancel its own shares or to re-issue Treasury Shares.

