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What is a corporate action?
A corporate action (also known as a corporate event) is a 
material change that affects a company’s issued shares or 
debt – and as a consequence, its shareholders. Corporate 
actions are typically agreed upon by a company’s board 
of directors, and then authorised by the shareholders. 
Examples of corporate actions include rights issues, open 
offers, offers for subscription and schemes of arrangement.

Some corporate actions are ‘voluntary’, meaning they 
require the shareholder to decide on a course of action. An 
example of a voluntary corporate action is a takeover.

Others are ‘mandatory’, meaning they’ll go ahead without 
any action required from the shareholder. An example of a 
mandatory corporate action is a merger.

What is a rights issue?
A rights issue is a type of corporate action. In order to raise 
money, a company may offer its existing shareholders the 
right to buy new shares at a discount to the market price.

The more shares you already hold, the more new shares 
you’ll have the right to buy. For example, let’s say you 
own 400 shares in a company, and you’re offered the right 
to buy one share for every five you own. That means you 
could buy 80 new shares. And as these shares are offered 
at £1.20 each – rather than the market price of £2 – you can 
buy them for a total of £96 (a discount of £64).

As a shareholder you typically have four options when a 
rights offer is issued:

• Take up the rights in full – by paying the discounted 
price of the shares, and increasing your holding in the 
company. There are no dealing charges or stamp duty 
payable when you take up shares in a rights issue.

• Sell all of your rights – you can choose to sell the 
right to purchase new shares at a discount. These are 
traded on the market as ‘nil paid shares’ 

• Take up part of the rights and sell the balance – this 
could involve selling some of the rights offered to 
cover the cost of taking up the remaining rights (often 
known as ‘tail swallowing’)

• Do nothing – your rights will be sold in the market 
at the best available price, and the proceeds (after 
charges) paid to you. These are known as ‘Lapsed 
Proceeds’.

What is an open offer?
An open offer (also known as an entitlement issue) is a type 
of corporate action. In order to raise money, a company 
may offer its existing shareholders the right to buy new 
shares at a discount to the market price. In this way, it 
works very similarly to a rights issue, another type of 
corporate action.

Let’s say you own 400 shares in a company. They announce 
an open offer of subscription shares, giving you the right 
to buy one share for every five you own – meaning you 
could buy up to 80 overall. This is known as the ‘basic 
entitlement’, a guaranteed offer that can’t be scaled back. 
And let’s say the company is offering these shares at £1.20 
each, rather than the market price of £2. That means you 
can buy these 80 shares for a total of £96 (a discount of 
£64).

On top of your ‘basic entitlement’, open offers also have an 
‘Excess Application Facility’, giving you the chance to buy 
additional discounted shares. This is a separate pool of 
subscription shares. As it isn’t guaranteed, it can be scaled 
back if oversubscribed.

Where an open offer differs from a rights issue is that you 
don’t have the option to sell your rights in the market. And 
if you do nothing, unlike a rights issue you won’t receive a 
lapsed payment.

So as a shareholder, you typically have three options when 
an open offer is announced:

• Take up all or part of the basic entitlement – by paying 
the discounted price of the subscription shares, and 
increasing your holding in the company. There are no 
dealing charges or stamp duty payable when you take 
up shares in an open offer.

• Do nothing – you won’t buy the basic entitlement 
of subscription shares, and won’t receive a lapsed 
payment (as with a rights issue)

• Take up excess shares – by buying more discounted 
shares on top of your basic entitlement. If this is 
scaled back, the additional cash put forward will be 
returned to you.
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What is an offer for subscription?
An offer for subscription is a type of corporate action. Like 
a rights issue or open offer, it allows shareholders to buy 
additional shares, usually at a fixed price.

However, unlike a rights issue or open offer, you aren’t 
offered shares in proportion to the number you already 
own. Instead, you can subscribe for as many as you’d like, 
subject to the terms of the offer.

With an offer for subscription, there is usually a minimum 
level of total subscriptions for the shares. If this level 
isn’t met by shareholders collectively, the offer can be 
withdrawn.

Similarly, if the company receives more applications for 
shares than are on offer, it can reduce the number of shares 
it allocates to each applicant, accordingly.

What is a scheme of arrangement?
A scheme of arrangement is a type of corporate action. 
A scheme of arrangement is typically used to execute 
a change in the structure of a company, such as during 
a takeover. It is a court-approved agreement between 
a company and its shareholders or creditors to allow a 
bidder to acquire all of the shares in the company.

For a scheme of arrangement to pass, shareholders holding 
at least 75% of the issued shares must vote in favour. If this 
happens, the bidder or ‘buying company’ will obtain 100% 
of the shares in issue – regardless of whether a shareholder 
voted in favour or not – and the shareholders will receive 
payment (shares, cash, or a combination of both).


