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30 August 2011
NZX Markets Supervision Decision
Chorus Limited (“CNU”)
Application for various waivers from NZSX Listing Rules - Demerger
Background
1. Telecom Corporation of New Zealand Limited (“TEL”) is listed on the NZSX market.
2. Chorus Limited (“CNU”) was incorporated on 1 July 2011 and is currently a wholly owned
subsidiary of TEL.
3. TEL is proposing to demerge into two separately listed businesses. The first will be a retail
entity that will continue to trade as TEL. The second, CNU, will own and operate
telecommunications infrastructure network assets currently owned by TEL. This demerger
(the “Demerger”) is effectively a condition of the agreements providing for CNU’s
participation in the New Zealand Government’s ultra-fast broadband (“UFB”) Initiative.
4. The Demerger will be implemented by way of a High Court Scheme of Arrangement under
Part XV of the Companies Act 1993.
5. The Demerger will require approval by at least 75% of the votes cast at a TEL meeting to
consider the Demerger. It is proposed that this approval is sought at the annual meeting to
be held on 26 October 2011 (the “Demerger AGM”).
6. Concurrent with the notice of meeting in respect of the Demerger AGM, TEL shareholders
will be provided with a Scheme Booklet (the “Scheme Booklet”) which will be approved by
NZX Market Supervision (“NZXMS”) prior to the Demerger AGM.
7. If the Demerger is approved, it is intended that both TEL and CNU will be listed on the
NZSX, and will initially have the same shareholder base (other than certain TEL overseas
holders whose holdings comprise approximately 1.57% of TEL shares).
8. Crown Fibre Holdings Limited (“CFH”) is the entity that has been formed by the Government
to manage the contestable UFB selection process. CFH will invest at CNU’s election up to
approximately $929 million in CNU as the network is built, via subscription for the following
securities (“CFH Securities”):
a. Non-voting redeemable preference shares, which entitle the holder to a right to a
repayment preference on liquidation and include the right to dividends in certain
circumstances depending on the uptake of end-user fibre, and which are convertible
into ordinary CNU shares in certain circumstances (“CFH Equity Securities”);
b. Non-interest bearing repayable debt securities (the “CFH Debt Securities”);
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Warrants issued for nil consideration which allow the holder to subscribe for CNU
shares on certain exercise dates, which will be “in the money” where the total
shareholder return on CNU shares exceeds 16% per annum (“CFH Warrants”).

9. Prior to the Demerger, the Kiwi Share that allows the Government certain regulatory powers
over TEL will be converted into an ordinary TEL share. Ownership restrictions equivalent to
those that currently apply to TEL will be incorporated into CNU’s Constitution.
Application 1
10. NZSX Listing Rule (“Rule”) 3.3.5 provides that there shall be no restrictions on the persons
who may be nominated as Directors.
11. The Crown has required CNU to enter into the Deed Relating to Certain Operational and
Governance Undertakings (“Deed”) to protect the Crown’s interest in its investment into CNU
in the context of the UFB initiative.
12. The Deed provides for restrictions on candidates for director nominations which are reflected
in clause 17.3 of CNU’s Constitution as follows:
“Subject to Structural Separation having occurred and having been effected in
accordance with the Final Court Orders, no person who is an Associated Person of a
person which provides Telecommunications Services in New Zealand (other than the
services to be provided by Chorus) shall at any time after Structural Separation
Completion, be appointed or hold office as a director.”
13. CNU has applied for a waiver from Rule 3.3.5 on the basis that CNU’s Constitution is
required to reflect the provisions of the Deed, which has been negotiated to and agreed by
CNU and the Crown and is a term of CNU’s participation in the UFB initiative.
Application 1 – Rule 3.3.5
14. Rule 3.3.5 provides as follows:
“… There shall be no restrictions on the persons who may be nominated as Directors …nor
shall there be any precondition to the nomination of Directors other than compliance with the
time limits in accordance with Rule 3.3.5.”
Application 1 - Decision
15. Subject to paragraph 16, below and on the basis that the information provided to NZXMS is
full and accurate in all material respects, NZXMS grants CNU a waiver from Rule 3.3.5, in
order that the restriction on Director nominations contained in the Deed may apply to CNU
and be contained in CNU’s Constitution.
16. The decision in paragraph 15 above, is granted on the condition that:
a.

the restrictions on Director nominations are described in the Scheme Booklet;

b. this waiver is described in each annual report of CNU and any announcements made
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by CNU under Rule 3.3.5; and
c.

that NZXMS has the opportunity to review and approves the Scheme Booklet.

Application 1 - Reasons
17. In coming to the decision to grant the waiver stated in paragraph 15 above, NZXMS
considered that:
a. the entry into the Deed is a term of CNU’s participation in the UFB initiative; and
b. the restrictions on CNU Director nominations will be appropriately highlighted to CNU
shareholders by virtue of the condition contained in paragraph 16 above.
Application 2
18. Rule 3.3.6 requires that any person who is appointed as a Director by the Directors, shall
retire and be eligible for re-election at the next annual meeting of the Issuer.
19. CNU has applied for a waiver from Rule 3.3.6. In support of that application, CNU submits:
a. Although mechanically the pre-merger TEL Board will appoint and remove CNU
directors to ensure that the composition of the Boards reflect the proposed Boards
outlined in the Scheme Booklet, the CNU Board following the Demerger (if approved)
will effectively be newly elected by TEL shareholders on Demerger (as those Boards
will be approved by TEL shareholders as part of the overall approval of the
Demerger);
b. If Rule 3.3.6 were to apply, it would require the entire Board of CNU to retire at the
annual meeting of CNU following the Demerger AGM, which would be inappropriate;
and
c.

Rule 3.3.11 will apply at the next annual meeting following the Demerger AGM, such
that one-third (or if their number is not a multiple of one-third, then the number
nearest to one-third) of the CNU Board of Directors must retire by rotation.

Application 2 - Rule 3.3.6
20. Rule 3.3.6 provides as follows:
“Any person who is appointed as a Director by the Directors shall retire from office at the next
annual meeting of the Issuer, but shall be eligible for election at that meeting.”
Application 2 – Decision
21. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS grants CNU a waiver from Rule 3.3.6, such that the entire CNU Board
need not retire by rotation at the first CNU annual meeting following the Demerger AGM, on
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a. the composition of the CNU Board (including full biographies) is appropriately
disclosed in the Scheme Booklet and NZXMS approves the Scheme Booklet; and
b. half of the CNU Board (rounded down to the nearest whole number) retire by rotation
at the first CNU annual meeting following the Demerger AGM.
Application 2 – Reasons
22. In coming to its decision contained in paragraph 21 above, NZXMS has considered the
following matters:
a. If Rule 3.3.6 were to apply, it would require the entire Board of CNU to retire at the
annual meeting of CNU following the Demerger AGM, which would be inappropriate;
and
b. the conditions contained in paragraph 21, strike an appropriate balance to ensure
that shareholders are able to directly vote on whether to re-elect half of those
appointed to the CNU Board through the Demerger.
Application 3
23. Rule 3.5.1 requires an Ordinary Resolution of an Issuer to authorise Directors’ remuneration.
24. Prior to the demerger CNU will not be listed but will be (directly or indirectly) a wholly owned
subsidiary of TEL and the CNU Directors’ initial remuneration will be approved by an
Ordinary Resolution of CNU.
25. CNU has applied for a ruling under Rule 3.5.1 so that an ordinary resolution of its
shareholder, being TEL while it remains wholly owned, will meet the requirements of Rule
3.5.1. In support of its application, CNU submits that:
a. while a specific resolution of CNU’s shareholders will not be obtained for the CNU
directors’ initial remuneration, the initial level of remuneration will be disclosed in full
in the Scheme Booklet, and therefore in approving the demerger, TEL shareholders
are effectively authorizing the total directors remuneration for new CNU going
forward; and
b. further CNU shareholder approval will be required in the event the CNU directors total
remuneration is proposed to increase above the level set out in the Scheme Booklet.
Application 3 - Rule 3.5.1
26. Rule 3.5.1 provides as follows:
“No remuneration shall be paid to a Director in his or her capacity as a Director of the
Issuer … unless that remuneration has been authorized by an Ordinary Resolution of the
Issuer.”
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27. Subject to paragraph 28 and on the basis that the information provided to NZXMS is full and
accurate in all material respects, NZXMS rules that the approval by TEL of the remuneration
to be paid to the CNU Directors, as the sole shareholder of CNU will satisfy the requirement
of Rule 3.5.1.
28. The decision in paragraph 27 is given on the condition that an ordinary resolution that meets
the requirements of Rule 3.5.1, seeking approval of the CNU Director’s remuneration is
tabled at the first CNU shareholder meeting following the Demerger AGM.
Application 3 - Reasons
29. In coming to its decision contained in paragraph 27 above, NZXMS has considered the
following matters:
a. TEL shareholders will have oversight of the amount of remuneration to be paid to
CNU directors, through the Scheme Booklet;
b. The condition imposed in paragraph 28 above, allows CNU shareholders an
opportunity to vote on the remuneration of the CNU Directors at the next shareholder
meeting following the Demerger; and
c.

It is common practice in initial public offerings for directors’ remuneration to be set
prior to the date of listing and shareholder approval to be sought only to changes to
the level of remuneration.

Application 4
30. Rule 5.2.3 provides that a Class of Securities will not generally be considered for listing
unless each Member of the Public holds at least a Minimum Holding.

The prescribed

number of shares equating to a Minimum Holding is determined by reference to the share
price of the Issuer.
31. As the share price at which CNU shares will initially trade on quotation is not known, it is not
possible to determine whether, at the time of CNU’s listing CNU will have shareholders who
hold less than a Minimum Holding.
32. Rule 5.2.3 also requires that a Class of Securities will not generally be considered for
Quotation unless those securities are held by at least 500 Members of the Public, holding at
least 25% of the number of Securities of that Class issued.
33. CNU has therefore applied for a ruling under Rule 5.2.3 that NZX is satisfied that CNU will
maintain a spread of Security holders sufficient to ensure a liquid market in CNU ordinary
shares. In support of its application CNU submits that:
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a. Although on the initial day of Quotation CNU will be a wholly owned subsidiary of
TEL, after the Demerger, CNU will have the same shareholder profile as TEL (other
than in respect of ineligible shareholders), albeit with each shareholder holding one
fifth of the number of TEL shares they hold on the record date for the Demerger in
CNU;
b. it is highly unlikely that CNU would be illiquid as a result of holdings below the
Minimum Holding;
c.

based on TEL’s current shareholdings, on CNU’s listing there will be no concentration
of ownership in CNU; and

d. any concentration of ownership in CNU will be restricted due to the ownership
restrictions embedded in CNU’s Constitution.
Application 4 - Rule 5.2.3
34. Rule 5.2.3 provides as follows:
“A Class of Securities will generally not be considered for Quotation on the NZSX or
NZDX unless those securities are held by at least 500 Members of the Public holding
at least 25% of the number of the Securities of the Class issued, with each Member
of the Public holding at least a Minimum Holding and those requirements are
maintained, or NZX is otherwise satisfied that the Issuer will maintain a spread of
Security holders which is sufficient to ensure that there is a sufficiently liquid market
in the Securities.”
Application 4 - Decision
35. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS rules that it is satisfied that CNU will maintain a spread of Security holders
sufficient to ensure a liquid market, for the purposes of Rule 5.2.3.
Application 4 - Reasons
36. In coming to its decision contained in paragraph 35 above, NZXMS has considered that
while CNU will not comply with the specified spread requirements contained in Rule 5.2.3 by
virtue of it remaining a wholly owned subsidiary of TEL on its Quotation date, that following
the implementation of the Demerger (if approved), NZXMS is satisfied that CNU will have an
appropriate spread to ensure a sufficiently liquid market in its Securities.
Application 5
37. The Scheme Booklet is a Profile for the purposes of Rule 7.1.1.
38. Rule 7.1.3 provides content requirements for a Profile, including that a Profile contain all
information required to be contained in a registered prospectus under the Securities Act
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39. The Financial Markets Authority (“FMA”) has granted CNU the Securities Act (Telecom
Corporation of New Zealand Limited) Exemption Notice 2011 (“Exemption Notice”)
exempting CNU from the requirement to prepare a prospectus and investment statement, on
certain conditions, including that the Scheme Booklet relating to the Demerger include
certain prescribed content, contained in the Exemption Notice.
40. CNU has therefore applied for a waiver from Rule 7.1.3 to the extent that it would require the
Scheme Booklet to contain all other information required to be contained in a registered
prospectus under the Securities Act 1978 and Securities Regulations 2009.
41. Rule 7.1.3
Rule 7.1.3 provides as follows:
“Every Profile shall:
(a) comply with and contain all other information required to be contained in a
registered prospectus under the Securities Act 1978 and regulations made under
that Act (with such modifications as may be rendered necessary by the
circumstances)…”
Application 5 - Decision
42. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS grants CNU a waiver from the requirement for the Scheme Booklet to
contain the information required to be contained in a registered prospectus under the
Securities Act 1978 and Securities Regulations 2009, on the condition that the Scheme
Booklet contain all the information required by the Exemption Notice and any other
information that NZX in its sole discretion might reasonably require.
Application 5 - Reasons
43. In coming to the decision to grant CNU a waiver from Rule 7.1.3, NZXMS has considered
that:
a. as the FMA has provided CNU with the exemptions contained in the Exemption
Notice, from the requirements to prepare a prospectus and investment statement, it is
appropriate for the Scheme Booklet to include the content required by the FMA in the
conditions to the Exemption Notice, rather than the content required by the Securities
Act 1978 and Securities Regulations 2009 for a registered prospectus;
b. the waiver does not preclude NZX from requiring the Scheme Booklet to contain any
other information that, in its sole discretion, it may reasonably require; and
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NZXMS will have the opportunity to review and approve the Scheme Booklet.

Application 6
44. Rule 7.1.8 requires an Offering Document to state the number and class of securities that
have been reserved for any class of applicant which are not otherwise available for
application by members of the public.
45. The Scheme Booklet is a profile which is an Offering Document for the purposes of the
Rules.
46. CNU has applied for a waiver from Rule 7.1.8 so that the Scheme Booklet is not required to
include the content required by that Rule and submits as follows:
a. The statement required by Rule 7.1.8 is not applicable in the context of the Demerger
as CNU shares will be distributed to TEL shareholders (or to the sale agent in the
respect of ineligible overseas shareholders), without any action being taken by the
recipients of CNU shares;
b. The mechanism for the distribution of CNU shares will be fully disclosed in the
Scheme Booklet; and
c.

The number and percentage of the CNU shares that will be distributed to the Sale
Agent and to TEL holders will not be known until after the record date (due to the
effects of rounding).

Application 6 – Rule 7.1.8
47. Rule 7.1.8 provides as follows:
“Every Offering Document shall state the number and percentage of Securities of any Class
which have been reserved for any class of applicant or are otherwise not available for
Members of the Public…”
Application 6 - Decision
48. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS waives the requirement for the Scheme Booklet to contain the statement
required by Rule 7.1.8.
Application 6 - Reasons
49. In coming to the decision to grant CNU a waiver from Rule 7.1.8, NZXMS has considered
that the statement required by Rule 7.1.8 does not provide meaningful information in the
context of the Demerger, where all of the CNU shares have been reserved for TEL
shareholders (and to the sale agent in respect of ineligible holders).
Application 7
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50. Rule 7.1.10 requires an Offering Document to state that applications may be lodged with any
Primary Market Participant, Organising Participant, or any other channel approved by NZX
for forwarding to the appropriate place prior to the closing date.
51. The Scheme Booklet is a Profile which is an Offering Document for the purpose of Rule
7.1.10.
52. CNU has sought a waiver such that the Scheme Booklet need not include the statement
required by Rule 7.1.10. In support of that application CNU submits:
a. TEL shareholders will not be required to prepare and lodge an application in order to
participate in the Demerger; and
b. Under the Demerger CNU shares will be automatically distributed to TEL
shareholders (or to the Sale Agent in the context of ineligible shareholders).
Application 7 - Rule 7.1.10
53. Rule 7.1.10 provides as follows:
“Every Offering Document, after stating that applications may be made to the Issuer,
shall state that they may be lodged with any Primary Market Participant, the
Organising Participant, or any other channel approved by NZX (in that order) in time
to enable forwarding to the appropriate place prior to the application closing date.”
Application 7 - Decision
54. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS waives the requirement for the Scheme Booklet to contain the statement
required by Rule 7.1.10.
Application 7 - Reasons
55. In coming to the decision to grant CNU a waiver from Rule 7.1.10, NZXMS has considered
that it is not appropriate to include the statement required by Rule 7.1.10 in the Scheme
Booklet as TEL shareholders are not required to apply for the CNU shares and therefore the
Rule 7.1.10 statement is inaccurate in the context of the Demerger and could confuse TEL
shareholders.
Application 8
56. Rule 7.1.11 provides that the minimum subscription by any person under an issue of
Securities must be for at least a Minimum Holding, unless the issue is a Rights Issue.
57. CNU has applied for a waiver from Rule 7.1.11 to allow TEL shareholders to receive CNU
shares pro-rata to their TEL holding. In support of its application CNU submits that:
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a. while the Demerger is not a Rights issue in a traditional sense, the same
considerations apply, in that CNU shares are being allocated on a pro-rata basis to
TEL shareholders in proportion to their TEL holding; and
b. the matters submitted at paragraph 33 above are relevant to this application.
Application 8 – Rule 7.1.11
58. Rule 7.1.11 provides as follows:
“In any issue of Securities (other than by a Rights issue or issue under Rule
7.3.11(e)), the minimum subscription must not be less than a Minimum Holding.”
Application 8 – Decision
59. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS waives the requirement in Rule 7.1.11 for CNU to issue Securities of an
amount that is at least a Minimum Holding, on the basis that CNU shares are to be issued to
TEL shareholders on a pro-rata basis.
Application 8 – Reasons
60. In coming to the decision to grant CNU a waiver from Rule 7.1.11, NZXMS has considered
that Rule 7.1.11 does not apply to Securities issued under a Rights issue on the basis that
Rights are issued on a pro-rata basis. As the CNU shares will be issued on a pro-rata basis
to TEL holders, the policy of the Rule is not offended by the waiver being granted.
Application 9
61. Rule 7.1.12 requires that an Offering Document state the method of dealing with oversubscriptions.
62. The Scheme Booklet is a Profile which is an Offering Document for the purposes of the
Rules.
63. CNU has applied for a waiver from Rule 7.1.12 in respect of the Scheme Booklet, as the
concept of oversubscriptions is not applicable to the Demerger.
Application 9 – Rule 7.1.12
64. Rule 7.1.12 provides as follows:
“Every Offering Document shall state the method for dealing with over-subscriptions
and the maximum number of oversubscriptions which will be accepted.”
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65. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS waives the requirement for the Scheme Booklet to contain the statement
required by Rule 7.1.12
Application 9 - Reasons
66. In coming to the decision to grant CNU a waiver from the requirement that the Scheme
Booklet contain the statement required by Rule 7.1.12, NZXMS has considered that the
concept of oversubscription is inapplicable in the context of the Demerger.
Application 10
67. Rule 7.1.13 requires an Offering Document to specify certain information relating to refunds
of subscription moneys to applicants to whom allotments of Securities are not made.
68. The Scheme Booklet is a Profile which is an Offering Document for the purposes of the
Rules.
69. CNU has applied for a waiver from the requirement in Rule 7.1.13 that the Scheme Booklet
contain a statement as to refunds of subscription moneys, on the basis that no subscription
moneys are payable for the issue of CNU shares under the Demerger.
Application 10 – Rule 7.1.13
70. Rule 7.1.13 provides as follows:
“Each Offering Document shall specify:
(a) the period within which a refund of subscription moneys will be made to
applicants for Securities to whom allotments are not made; and
(b) whether or not interest will be paid on amounts refunded in terms of (a) and, if so,
the basis upon which interest will be calculated.”
Application 10 - Decision
71. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS waives the requirement for the Scheme Booklet to contain the information
required by Rule 7.1.13.
Application 10 - Reasons
72. In coming to the decision to grant CNU a waiver from the requirement that the Scheme
Booklet contain the statement required by Rule 7.1.13, NZXMS has considered that the
concept of a refund of subscription moneys is inapplicable in the context of the Demerger, as
no subscription moneys are payable.
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Application 11

73. Rule 7.3.1 prohibits the issue of Equity Securities without shareholder approval other than in
certain specified circumstances.
74. As discussed in paragraph 8, above, CNU’s participation in the UFB initiative will require it to
issue certain Equity Securities to CFH, including the CFH Equity Securities and CFH
Warrants between the date of the Demerger and 2019.
75. CNU has sought a waiver from Rule 7.3.1, to allow it to issue the CFH Equity Securities and
CFH Warrants without the need for shareholder approval. In support of its application CNU
submits that:
a. the Demerger is being undertaken to allow CNU to participate in the UFB initiative;
b. the CFH Equity Securities and CFH Warrants are an integral part of the successful
bid for New Chorus to participate in the UFB initiative;
c.

the terms and conditions of the issue of the CFH Equity Securities and CFH Warrants
have been settled following extensive negotiations between TEL and CFH;

d. whether the Demerger proceeds is effectively conditional upon the ability of CNU to
issue CFH Equity Securities and CFH Warrants to CFH and it is impossible for TEL
shareholders to vote on the issue separately; and
e. the material terms of issue of the CFH Equity Securities and CFH Warrants will be
described in the Scheme Booklet.
Application 11 - Rule 7.3.1
76. Rule 7.3.1 provides as follows:
“No Issuer shall issue any Equity Securities (including issue on Conversion of any other
Security) unless:
(a) the precise terms and conditions of the specific proposal to issue those Equity
Securities have been approved (subject to Rule 7.3.3) by separate resolutions
(passed by a simple majority of Votes) of holders of each Class of Quoted Equity
Securities of the Issuer whose rights or entitlements could be affected by the
issue, and that issue is completed within the time specified in Rule 7.3.2…”
Application 11 - Decision
77. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS grants CNU a waiver from the requirement contained in Rule 7.3.1 for
CNU to obtain specific shareholder approval for the issue of the CFH Equity Securities and
CFH Warrants, on the conditions that:
a. all material details of the CFH Equity Securities, and CFH Warrants, including all
material details of their issue, conversion and exercise, and the fact that in certain
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circumstances CNU shares could be issued pursuant to the terms of the CFH
Equity Securities and/or the CFH Warrants in a manner that is dilutive to CNU
shareholders are appropriately disclosed in the Scheme Booklet; and
b. NZXMS reviews and approves the Scheme Booklet.
Application 11 - Reasons
78. In coming to the decision to grant CNU a waiver from Rule 7.3.1, NZXMS has considered
that:
a. CNU has submitted, and NZXMS has no reason not to accept, that it is impossible for
shareholders to vote separately on the issue of the CFH Equity Securities and CFH
Warrants as the issue of those Securities is effectively a condition of the Demerger
proposal;
b. all material details of the CFH Equity Securities and CFH Warrants, including all
material details of their terms of issue, and conversion and exercise, and the fact that
in certain circumstances CNU shares could be issued pursuant to the terms of the
CFH Equity Securities and/or the CFH Warrants in a manner that is dilutive to CNU
shareholders is appropriately disclosed in the Scheme Booklet; and
c.

NZXMS will have the opportunity to review and approve the Scheme Booklet.

Application 12
79. Rule 7.3.11(b) allows an Issuer to issue Equity Securities upon conversion of an Equity
Security, if the terms of those Securities provide for Conversion to the kind of security
issued.
80. CNU seeks a ruling that:
a. any conversion of CFH Equity Securities into CNU ordinary shares;
b. any conversion of CFH Equity Securities into Preference Shares;
c.

any conversion of Preference Shares into CNU ordinary shares;

d. any exercise of the CFH Warrants in relation to which CNU issues CNU ordinary
shares;
falls within the ambit of Rule 7.3.11(b).
81. In support of that application, CNU submits that the CFH Equity Securities are convertible
into CNU ordinary shares and into voting preference shares (which carry the right to convert
into ordinary CNU shares on equivalent terms to the CFH Equity Securities).
82. CNU also submits that the CFH Warrants provides the holder of a CFH Warrant with a right
to purchase CNU ordinary shares at a specified strike price.
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Application 12 - Rule 7.3.11(b)
83. Rule 7.3.11(b) provides as follows:
“An Issuer may issue Equity Securities if:
(b) the issue is made upon Conversion of:
(i) an Equity Security; or
(ii) any other Security, which on issue was approved in the manner set out in
Rule 7.3.1(a), as if Rule 7.3.1(a) applied to that Security.
Application 12 - Decision
84. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS rules that:
a. any conversion of CFH Equity Securities into CNU ordinary shares;
b. any conversion of CFH Equity Securities into Preference Shares;
c.

any conversion of Preference Shares into CNU ordinary shares;

d. any exercise of the CFH Warrants in relation to which CNU issues CNU ordinary
shares to a holder of a CFH warrant;
falls within the ambit of Rule 7.3.11(b).
85. The decision in paragraph 84 above is given on the condition that the material terms of
conversion of the CFH Equity Securities and of the exercise of CFH Warrants are
appropriately disclosed in the Scheme Booklet and that NZXMS is given the opportunity to
review and approve the Scheme Booklet.
Application 12 - Reasons
86. In coming to the decision to grant CNU a waiver from Rule 7.3.11(b), NZXMS has
considered that:
a. the material terms of the conversion of each of the CFH Equity Securities and
exercise of the CFH Warrants will be appropriately disclosed in the Scheme Booklet;
b. NZXMS will have an opportunity to review and approve the Scheme Booklet;
c.

as the issue of the CFH Equity Securities and CFH Warrants is an integral part of the
Demerger and TEL shareholders will vote on the Demerger, it would not be
appropriate for the conversion of the CFH Equity Securities and CFH Warrants to be
individually voted on by CNU shareholders; and

d.

NZXMS has granted CNU a waiver from Rule 7.3.1(a) (see Application 11, above)

Application 13
87. Rule 7.5.1 prohibits the issue, acquisition or redemption of Securities by an Issuer without
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approval by an Ordinary Resolution of that Issuer, where that issue, acquisition or
redemption would result in a holder of 1% or more of voting securities in that Issuer
increasing that person’s ability to exercise effective control of the Issuer.
88. The conversion of the CFH Equity Securities and the exercise of the CFH Warrants could
cause a person to materially increase its ability to exercise effective control of CNU.
89. CNU has therefore sought a waiver from Rule 7.5.1 on the basis that:
a. the issue of the CFH Equity Securities and CFH Warrants on the terms and
conditions which allow for the conversion and redemption of those securities into
voting securities, is an integral part of the Demerger; and
b. in voting to approve the Demerger proposal, TEL shareholders will effectively be
voting to approve any future issue of CNU shares that arise from the conversion of
the CFH Equity Securities and the exercise of the CFH Warrants.
Application 13 - Rule 7.5.1
90. Rule 7.5.1 provides that:
“Notwithstanding the provisions of Rules 7.3 and 7.6 no issue, acquisition or
redemption of Securities shall be made by an Issuer if:
(a) there is a significant likelihood that the issue, acquisition, or redemption will
result in any person or group of Associated Persons materially increasing
their ability to exercise , or direct the exercise of (either then or at any
future time) effective control of that Issuer; and
(b) that person or group of Associated Persons is entitled before the issue,
acquisition, or redemption to exercise or direct the exercise of, not less
than 1% of the Votes attaching to Securities of the Issuer;
unless the precise terms and conditions of the issue, acquisition or redemption have
been approved by Ordinary Resolution of the Issuer.”
Application 13 - Decision
91. Subject to paragraph 92 below, on the basis that the information provided to NZXMS is full
and accurate in all material respects, NZXMS waives the requirement for CNU to seek
approval by ordinary resolution from CNU shareholders in accordance with Rule 7.5.1 for the
conversion of the CFH Equity Securities and exercise of the CFH Warrants.
92. The decision in paragraph 91 above is given on the basis that the fact that in certain
circumstances CNU shares could be issued pursuant to the terms of the CFH Equity
Securities and/or the CFH Warrants in a manner that is dilutive to CNU shareholders is
appropriately disclosed in the Scheme Booklet and that NZXMS has the opportunity to
review and approve the Scheme Booklet.
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Application 13 – Reasons
93. In coming to the decision to grant CNU a waiver from Rule 7.5.1, NZXMS has considered
that:
a. in voting on the Demerger proposal TEL shareholders effectively have the opportunity
to approve the issue of the CFH Equity Securities and CFH Warrants;
b. the fact that in certain circumstances CNU shares may be issued pursuant to the
terms of the CFH Equity Securities and/or the CFH Warrants in a manner that is
dilutive to CNU shareholders is appropriately disclosed in the Scheme Booklet;
c.

CNU has submitted, and NZXMS has no reason not to accept:
i.

that the issue of the CFH Equity Securities and CFH Warrants on the terms
and conditions which allow for the conversion or exercise of those securities
into voting securities, is an integral part of the Demerger; and

ii. that in voting to approve the Demerger proposal, TEL shareholders will
effectively be voting to approve any future issue of CNU shares that arise from
the conversion of the CFH Equity Securities and the exercise of the CFH
Warrants.
Application 14
94. Rule 7.6.1 prohibits the redemption of Equity Securities other than in certain circumstances,
including where under Rule 7.3.1(a) shareholders have approved the terms and conditions
of the Equity Securities and the terms of issue include the right of redemption.
95. The CFH Equity Securities provide CNU with a right of redemption in certain prescribed
circumstances, but given the waiver granted to CNU in respect of Application 11 above, will
not be issued in accordance with Rule 7.3.1.
96. CNU therefore seeks a waiver from Rule 7.6.1 to allow CNU to redeem the CFH Equity
Securities in accordance with their terms. In support of that application CNU submits that
the redemption of the CFH Equity Securities could have been effected pursuant to Rule
7.6.1(h), but for the fact that approval of the terms of issue will effectively be given by TEL
shareholders in the approval of their overall Demerger resolution, as permitted by the waiver
from Rule 7.3.1 (a) (Application 11 above), rather than specific approval being provided
under Rule 7.3.1(a).
Application 14 – Rule 7.6.1
97. Rule 7.6.1 provides as follows:
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“An Issuer shall not acquire or redeem Equity Securities of that Issuer other than by
way of:
...(h) a redemption of Equity Securities issued:
(i) in compliance with Rule 7.3.1(a)…where the Issuer is bound or entitled to
redeem those Equity Securities pursuant to their terms of issue.”
Application 14 - Decision
98. Subject to paragraph 99, on the basis that the information provided to NZXMS is full and
accurate in all material respects, NZXMS waives the prohibition contained in Rule 7.6.1 to
the extent necessary to allow CNU to redeem the CFH Equity Securities in accordance with
their terms of issue.
99. The Decision in paragraph 98 above, is granted on the condition that the ability for CNU to
redeem the CFH Equity Securities is appropriately disclosed in the Scheme Booklet and
NZXMS has the opportunity to review and approve the Scheme Booklet.
Application 14 - Reasons
100. In coming to the Decision given in paragraph 98 above, NZXMS has considered that:
a. the material terms of the CFH Equity Securities (including the material terms relating
to the ability for CNU to redeem the CFH Securities) are appropriately disclosed in
the Scheme Booklet and the Scheme Booklet will be reviewed and approved by
NZXMS; and
b. NZXMS accepts that the redemption of the CFH Equity Securities could have been
effected pursuant to Rule 7.6.1(h), but for the fact that approval of the terms of issue
will effectively be given by TEL shareholders in the approval of their overall Demerger
resolution, as permitted by the waiver from Rule 7.3.1(a) (Application 11 above),
rather than specific approval being provided under Rule 7.3.1(a).
Application 15
101. Rule 7.7.1 requires that where Vendor Securities are issued at or about the time of any issue
or sale or with a view to the issue or sale of those Securities that the Offering Document
state any restrictions on the ownership or control of any of the Vendor Securities by the
holders of the Vendor Securities.
102. Under the Demerger it is intended that the CNU shares to be issued to TEL shareholders will
initially be issued to TEL in connection with CNU’s acquisition of “material property”, being
certain Telecom assets, and will therefore be Vendor Securities for the purposes of the
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Rules.

103. CNU’s Constitution will contain certain restrictions on the transferability of CNU ordinary
shares (as described in Application 18) which will be disclosed in the Scheme Booklet in
accordance with the requirements of Rule 7.7.1.
104. Rule 7.9 provides that where ownership restrictions that apply to Vendor Securities are
disclosed in an Offering Document that the Issuer enter into a Security Agreement with the
owners of the Vendor Securities in order to ensure that the restrictions on disposal of
effective ownership or control of those Securities can effectively be enforced.
105. CNU has therefore sought a waiver from the requirements of Rule 7.9 on the basis that:
a. the restrictions imposed by Rule 7.9 are impractical in the context of the Demerger,
as the CNU shares will on implementation of the Demerger be issued to a wide range
of persons;
b. the protections afforded by Rule 7.9 are in any event unnecessary, as the ownership
restrictions that apply to the CNU shares will be contained in the Constitution; and
c.

this is not the situation that the Rules intended to capture.

Application 15 - Rule 7.7 and Rule 7.9
106. Rule 1.6.1 provides as follows:
“Vendor securities means:
Equity Securities which are issued by an Issuer at or about the time of its Listing, or
of the first Quotation of Securities of the same Class as those Securities, … which
are issued with as consideration for, or in connection with:
(a) the acquisition by the Issuer or any Subsidiary of the Issuer of any material
property (including without limitation any patent or intellectual property, or
goodwill).”
107. Rule 7.7 provides as follows:
“If Vendor Securities are issued at or about the time of any issue or sale of
Securities…the Offering Document must state with reasonable prominence either…
(a) the restrictions which are to be imposed upon the disposal and effective
ownership and control of all or any of those Vendor Securities…”
108. Rule 7.9 provides as follows:
“If an Offering Document states pursuant to Rule 7.7 or 7.8, that restrictions are to be
imposed upon disposal or the effective ownership or control of any Securities then:
(a) the issuer shall enter into an agreement (“Security Agreement”) with the
persons to whom those Securities are to be issued…”
Application 15 – Decision
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109. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS waives the requirement contained in Rule 7.9 so that CNU is not required
to enter into a Security Agreement with the TEL shareholders who will become CNU
shareholders following the implementation of the Demerger.
Application 15 – Reasons
110. In coming to the decision to grant the waiver described in paragraph 109 above, NZXMS has
considered that:
a. it is inappropriate and impractical to enforce the requirement of Rule 7.9 in the
context of the proposed Demerger, where the CNU shares will be issued to a wide
range of persons (being all current TEL shareholders aside from certain overseas
TEL holders);
b. it is unnecessary for a Security Agreement to be entered into with the holders of the
CNU ordinary shares as the ownership restrictions will be enforced by way of CNU’s
Constitution;
c.

the ownership restrictions applying to CNU’s ordinary shares will be disclosed in the
Scheme Booklet; and

d. CNU will bear a non-standard designation which will alert potential investors as to the
restrictions on ownership which apply to CNU ordinary shares.
Application 16
111. Rule 7.10 sets out various requirements relating to Rights. Technically the issue of the new
CNU shares under the Demerger could come within the definition of Rights, as defined
within Rule 1.6.1.
112. CNU has therefore sought a ruling that the allotment of CNU ordinary shares under the
Demerger does not constitute a Rights Issue under the Rules and that consequently the
requirements of Rule 7.10 do not apply to the Demerger. In support of that application CNU
submits as follows:
a. the Rule requirements relating to Rights issues are intended to allow shareholders
sufficient time to deal with their Rights, no such issues arise here as the CNU
ordinary shares will be issued to relevant TEL shareholders without any action being
taken on the part of those TEL shareholders; and
b. the appropriate requirements for the Demerger are those relating to a benefit to be
paid or distributed on securities such as Rule 7.12.2. These requirements are to
allow an investor sufficient notice to be able to appear on the share register prior to
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the record date for any relevant distribution. TEL will comply with these requirements
to the extent applicable.
Application 16 - Rule 1.6.1 and 7.10
113. Rule 1.6.1 defines a Right as follows:
“Right means any right to acquire any Security or benefit of any kind, whether conditional
or not, and whether Renounceable or not”
114. Rule 7.10 provides for certain requirements that are applicable to Rights Issues.
Application 16 - Decision
115. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS rules that the issue of CNU ordinary shares under the Demerger is not a
Rights issue for the purposes of the Rules.
Application 16 – Reasons
116. In coming to the decision to grant CNU the ruling contained in paragraph 115 above,
NZXMS has considered the following:
a. the Rule requirements relating to Rights issues are intended to allow shareholders
sufficient time to deal with their Rights, no such issues arise here as the CNU
ordinary shares will be issued to relevant TEL shareholders without any action being
taken on the part of those TEL shareholders; and
b. in the context of the Demerger it is inappropriate to treat the issue of CNU ordinary
shares as an issue of Rights.
Application 17
117. Rule 7.11.1 provides that an Issuer must proceed to allotment of Securities within 5 business
days after the latest date on which applications for Securities close.
118. CNU has applied for a waiver from Rule 7.11.1, on the basis that no applications will be
made for CNU shares, and therefore Rule 7.11.1 is of no practical application.
Application 17 – Rule 7.11.1
119. Rule 7.11.1 provides as follows:
“An Issuer making an issue shall proceed to allotment within five Business Days after the
latest date on which applications for Securities close.”
Application 17 - Decision
120. On the basis that the information provided to NZXMS is full and accurate in all material
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respects, NZXMS declines to grant CNU a waiver from Rule 7.11.1, but rules that Rule
7.11.1 is inapplicable to the issue of CNU Securities.
Application 17 - Reasons
121. In coming to the decision to grant CNU the ruling contained in paragraph 120 above,
NZXMS has considered that as there is no date on which applications for the CNU shares
close under the Demerger, Rule 7.11.1 is inapplicable.
Application 18
122. Rule 8.2.1 imposes restrictions on an Issuer’s lien on equity securities, dividends and
distributions.
123. The Deed provides for certain restrictions in respect of the ownership of CNU shares
(“Ownership Thresholds”), which are reflected in CNU’s Constitution as follows:
“No person shall have a relevant interest in 10 percent or more of the total voting
shares for the time being without, and except in accordance with, the prior written
approval of the Crown under the Deed (unless it has been terminated with the
consent of the Crown).
No person who is not a New Zealand national shall have a relevant interest in more
than 49.9 percent of the total voting shares for the time being without, and except in
accordance with the terms of, the prior written approval of the Crown given under the
Deed (unless it has been terminated with the consent of the Crown).”
124. Clause 3 of the First Schedule of CNU’s Constitution provides for a power of forfeiture in the
event of a CNU shareholder breaching the Ownership Thresholds, as it allows the CNU
Board to sell all or some of the CNU holder’s shares where the Ownership Thresholds are
breached.
125. CNU has applied for a waiver from Rule 8.2.1 to allow it to include the power of forfeiture
reflecting the Ownership Thresholds in its Constitution. In support of its application CNU
submits as follows:
a. Although there is a tension between the forfeiture provisions in the Constitution and
Rule 8.2.1, the interests of current investors are appropriately served by the
appropriate disclosure of the Ownership Thresholds in the Scheme Booklet and for
future investors by the application of a non-standard designation to CNU;
b. The Ownership Thresholds replicate the provisions of clauses 6.1 and 6.2 of TEL’s
Constitution; and
c.

A waiver from the equivalent Rule in respect of the Ownership Thresholds was
granted by NZX to TEL in 1991.

Application 18 – Rule 8.2.1
126. Rule 8.2.1 provides as follows:
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“An Issuer’s lien on Equity Securities and on dividends or other distributions from time
to time declared in respect of such Securities shall be restricted to one in respect of:
(a) unpaid calls, instalments, premiums or other amounts, and any interest
payable on such amounts, relating to the specific Securities; and
(b) such amounts as the Issuer may be called upon to pay under any
legislation in respect of the specific Securities.”
Application 18 - Decision
127. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS grants CNU a waiver from Rule 8.2.1 to the allow CNU to include the
power of forfeiture reflecting the Ownership Thresholds in its Constitution on the conditions
that:
a. The power of forfeiture in respect of the Ownership Thresholds is appropriately
disclosed in the Scheme Booklet;
b. CNU bears a non-standard designation;
c.

NZXMS has the opportunity to review and approves the Scheme Booklet; and

d. This waiver and its effect is disclosed in CNU’s annual reports.
Application 18 - Reasons
128. In coming to the decision described in paragraph 127 above, NZXMS considered the
following factors:
a. The conditions contained in paragraph 127 will ensure that CNU shareholders are
aware of the Ownership Thresholds;
b. The Deed is integral to CNU’s participation in the UFB initiative, and it is therefore
appropriate that the Ownership Thresholds are included in CNU’s Constitution; and
c.

There is precedent for granting this waiver in the decision provided to TEL in 1991.

Application 19
129. Rule 9.2.1 prohibits an Issuer from entering into a Material Transaction with a Related Party
unless the Material Transaction is approved by an Ordinary Resolution of the Issuer.
130. The definition of Related Party in Rule 9.2.3 includes a person who at the time of the
Material Transaction, or within 6 months before a Material Transaction, was the holder of a
Relevant Interest in 10% or more of a Class of Equity Securities of the Issuer carrying Votes.
131. Immediately prior to the Demerger, TEL will hold 100% of the shares and voting rights in
CNU. Therefore, for the first six months after the Demerger CNU and TEL will be Related
Parties for the purposes of the Rules.
132. Around the time of the Demerger, CNU and TEL will enter into certain transitional and long
term commercial arrangements, which are intended to support the development of TEL and
CNU into separate businesses (“Transitional and Long Term Agreements”), it is expected
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that given the quantum involved, one or more of these agreements may be Material
Transactions for the purposes of the Rules.
133. In order to effect the Demerger, CNU and TEL will also enter into a Separation Deed, which,
among other things, provides for the transfer of assets and liabilities from TEL to CNU on the
Demerger Date. CNU and TEL will also enter into a Deed of Novation pursuant to the
agreements with CFH regarding the UFB initiative, which will novate those agreements to
CNU, in order for CNU to participate in the UFB initiative after the Demerger.
134. CNU has applied for a waiver from Rule 9.2.1 on the basis that:
a. the transactions to which the Transitional and Long Term Agreements relate will be
undertaken on an ongoing and commercial basis;
b. material details of the Transitional and Long Term Agreements will be described in
the Scheme Booklet;
c.

the Separation Deed is the mechanism by which the Demerger, which requires
shareholder approval, will be implemented;

d. the Deed of Novation is simply the mechanism by which the agreements providing for
CNU’s participation in the UFB initiative, which are described in detail in the Scheme
Booklet, will be novated to CNU;
e. by virtue of voting on the Demerger, TEL shareholders will be effectively approving
the entry into the Transitional and Long Term Agreements, the Separation Deed and
the agreements that CNU will be a party to with CFH as a result of the Deed of
Novation;
f.

to require separate approval of the Transitional and Long Term Agreements, the
Separation Deed and the agreements that CNU will be a party to with CFH as a result
of the Deed of Novation, would be impractical as other components of the Demerger
are unworkable without these arrangements;

g. a waiver would be consistent with the policy of Rule 9.2.4(f) which excludes schemes
of arrangement such as the Demerger from the application of Rule 9.2.1; and
h. the Telecommunications (TSO, Broadband and Other Matters) Amendment Act 2011
(“Telecommunications Act”) requires that “sharing arrangements”, the definition of
which includes the Transitional and Long Term Agreements, be entered into on an
arm’s length basis and that the agreements will be subject to the scrutiny of the
Commerce Commission.
Application 19 – Rule 9.2.1
135. Rule 9.2.1 provides as follows:
“An Issuer shall not enter into a Material Transaction if a Related Party is, or is likely to
become:
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(a) a direct or indirect party to the Material Transaction or to at least one of a related
series of transactions of which the Material Transaction forms part; or…
unless the Material Transaction is approved by Ordinary Resolution of the Issuer.”
Application 19 - Decision
136. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS grants CNU a waiver from Rule 9.2.1 to allow CNU to enter into the
Transitional and Long Term Agreements, the Separation Deed and the Deed of Narration on
the conditions that:
a. the material details of the Transitional and Long Term and Agreements, the
Separation Deed and the agreement with CFH that CNU will be a party to as a result
of entering into the Deed of Novation are disclosed in the Scheme Booklet;
b. the fact that shareholder approval will not be obtained in respect of the Transitional
and Long Term Agreements (other than in respect of the Demerger of which the
Transitional and Long Term Agreements form part) is disclosed in the Scheme
Booklet; and
c.

NZXMS will have the opportunity to review and approve the Scheme Booklet.

Application 19 – Reasons
137. In coming to the decision to grant CNU the waiver contained in paragraph 135 above,
NZXMS has considered the following:
a. the key terms of the Transitional and Long Term and Agreements, the Separation
Deed and the agreements with CFH that CNU will be a party to as a result of entering
into the Deed of Narration will be disclosed in the Scheme Booklet and NZXMS will
have the opportunity to review and approve the Scheme Booklet;
b. to require separate approval of the Transitional and Long Term Agreement, the
Separation Deed or the agreements with CFH that CNU will be a party to as a result
of entering into Deed of Narration would be impractical as other components of the
Demerger are unworkable without these arrangements;
c.

the transactions to which the Transitional and Long Term Agreements relate will be
undertaken on an ongoing and commercial basis; and

d. the Telecommunications Act requires that the Transitional and Long Term
Agreements, as “sharing arrangements”, are required to be entered into on a
commercial and arm’s length basis and the agreements will be subject to scrutiny
from the Commerce Commission.
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Application 20

138. Rule 10.5.3 requires an Issuer to prepare and release a half-year report within three months
of the end of the first six months of each financial year end of the Issuer.
139. CNU was incorporated on 1 July 2011, with a balance date of 30 June.
140. CNU has applied for a waiver from Rule 10.5.3 in respect of the half year report that would
otherwise be required to be prepared for the half-year ended 31 December 2011. In support
of that application CNU submits that:
a. CNU will not carry out any business until after the Demerger is implemented on 30
November 2011, therefore the interim financial statements for the six months to 31
December 2011 would portray only one month of CNU’s trading and be of little
benefit to shareholders;
b. TEL’s financial statements for the six months to 31 December 2011 will provide more
valuable information for CNU’s performance during the period, as CNU’s operations
during the period until 30 November 2011 will be shown in TEL’s financial statements
as a discontinued operation; and
c.

It would be a huge burden to require CNU to prepare stand-alone financial
statements so soon after it has been demerged from TEL, at a point when it will be
putting systems in place, which will not be outweighed by the benefit to CNU
shareholders of CNU financials which show only one month of CNU trading.

Application 20 – Decision
141. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS grants CNU a waiver from Rule 10.5.3 in respect of the half-year ended 31
December 2011.
Application 20 – Reasons
142. In coming to the decision in paragraph 141 above, NZXMS considered the following:
a. NZXMS had no reason not to accept the submissions made by CNU in paragraph 40
above;
b. NZXMS did not consider that investors would be disadvantaged by the decision
contained in paragraph 141; and
c.

CNU will continue to be required to comply with Rule 10.1.1, and in particular will be
required to disclose any material information that arises between 30 November and
31 December 2011.

Application 21
143. Rule 11.1.5 provides that Issuers may not incorporate a provision into a Constitution that
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restricts the transferability of Equity Securities without the prior approval of NZX.
144. Clause 11.3 of the Constitution allows the Board of CNU to refuse or delay registration of a
transfer of Equity Securities in certain circumstances, and provides as follows:
“ 11.3 The Board must refuse or delay the registration of any transfer of equity
securities if permitted to do so by the Act, Rules, ASX Rules, in any of the following
circumstances:
(a) when it must do so under clause 4 of the First Schedule;
(b) where the registration of the transfer would or would be likely to breach clause 4 of
the First Schedule.”
145. Additionally, under clause 4 of the First Schedule of the CNU Constitution, the CNU Board
must decline to register a transfer of voting shares if, in the reasonable opinion of the CNU
Board after due enquiry, as a result of the transfer any person would breach the Ownership
Thresholds (as set out in Application 18, above).
146. CNU has applied for NZX to approve the provisions in the CNU Constitution which restrict
the transferability of the CNU shares, and submits as follows:
a. The Scheme Booklet will contain a sufficient amount of detail for CNU shareholders
and investors to understand the restrictions on transferability contained in CNU’s
Constitution; and
b. CNU will bear a non-standard designation which will put future CNU investors on
notice as to the restrictions contained in the Constitution.
Application 21 – Rule 11.1.5
147. Rule 11.1.5 provides as follows:
“An Issuer may, with the prior approval of NZX, incorporate in its Constitution or Trust Deed
a provision restricting the issue, acquisition or transfer of Relevant Interests in Equity
Securities.”
Application 21 - Decision
148. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS grants CNU approval under Rule 11.1.5 to allow it to contain the
provisions described in this application which restrict transferability in its Constitution, on the
conditions that:
a. CNU bear a non-standard designation;
b. The material details of the restrictions on transferability that are to be contained in
CNU’s Constitution are disclosed in the Scheme Booklet and NZXMS has had an
opportunity to review and approves the Scheme Booklet; and
c.

The restrictions on transferability to which this decision relates and the existence of
this waiver are disclosed in every annual report of CNU.
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149. In coming to the decision to grant CNU the waiver described in paragraph 148 above,
NZXMS considered the following matters:
a. The conditions contained in paragraph 148 will ensure that current and future
shareholders in CNU are put on notice of the restrictions on transferability that are
contained in CNU’s Constitution;
b. NZXMS believes there are considerations which justify the inclusion of the restrictions
on transferability described in this decision to be included in CNU’s Constitution,
including that CNU’s entry into the Deed is integral to its participation in the UFB
initiative and the Ownership Thresholds are contained in the Deed.
Application 22
150. Rule 11.1.6 provides that no benefit or right attaching to a Security shall be cancelled or
varied by reason only of a transfer of that Security.
151. As noted in application 18 above, the CNU Constitution allows the CNU Board to sell a CNU
holder’s shares where the Ownership Thresholds are breached.
152. The CNU Constitution also contains an ability for the CNU Board to prevent a shareholder
from voting in the event of a breach of the Ownership Thresholds. The CNU Board may
therefore cancel a shareholder’s right (being the ability to exercise his or her votes) on a
CNU holder executing a transfer in breach of the Ownership Thresholds.
153. CNU seeks a waiver from Rule 11.1.6, to allow it to include in CNU’s Constitution an ability
for the CNU Board to prevent a shareholder from voting when the Ownership Thresholds are
breached. In this regard CNU submits, as follows:
a. The Scheme Booklet will provide the material details of the restrictions on ownership
that apply to a CNU holding, which will provide CNU holders with a sufficient amount
of detail regarding this matter; and
b. CNU will bear a non-standard designation, which will put future investors on notice as
to the restrictions on transferability.
Application 22 - Rule 11.1.6
154. Rule 11.1.6 provides as follows:
“Except as expressly permitted by the Rules, no benefit or right attaching to a
Security shall be cancelled or varied by reason only of a transfer of that Security.”
Application 22 - Decision
155. On the basis that the information provided to NZXMS is full and accurate in all material
respects, NZXMS grants CNU a waiver from Rule 11.1.6 to allow it to contain the provisions
described in this application which allow the CNU Board to cancel the voting rights attached
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to the CNU shares where the Ownership Thresholds are breached, on the conditions that:
a. CNU bear a non-standard designation;
b. The material details of the ability for the CNU Board to cancel the voting rights of the
CNU shares that are to be contained in CNU’s Constitution are appropriately
disclosed in the Scheme Booklet and NZXMS has an opportunity to review and
approves the Scheme Booklet; and
c.

The material details of the ability for the CNU Board to cancel the voting rights of the
CNU shares to which this decision relates and the fact of this waiver are disclosed in
every annual report of CNU.

Application 22 - Reasons
156. In coming to the decision to grant CNU the waiver described in paragraph 155 above,
NZXMS considered the following matters:
a. The conditions contained in paragraph 155 will ensure that current and future
shareholders in CNU are put on notice of the restrictions on transferability that are
contained in CNU’s Constitution; and
b. NZXMS believes that there are considerations which justify the inclusion of the
provisions which provide the CNU Board with the ability to cancel the voting rights of
the CNU shares as described in this decision to be included in CNU’s Constitution,
including that CNU’s entry into the Deed is integral to its participation in the UFB
initiative and the Ownership Thresholds are contained in the Deed.
Confidentiality
156.

CNU has requested that any waiver granted in respect of these applications be kept
confidential until such time as TEL advises. In accordance with Rule 1.11.2, NZXMS grants
CNU’s request for confidentiality until such time as the details and timetable for the Demerger
transaction are announced to the market.

ENDS
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