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The class tests

Class tests

1 G This annex sets out the following class tests:

(1) the gross assets test;

(2) the consideration test;
and

(3) the gross capital test.

The gross assets test

2 R (1) The gross assets test is calculated by divid-
ing the gross assets the subject of the
transaction by the gross assets of the
listed company.

(2) The ‘gross assets of the listed company
means the total non-current assets, plus
the total current assets, of the listed
company.

(3) For:

(a) an acquisition of an in-
terest in an undertak-
ing which will result
in consolidation of
the assets of that un-
dertaking in the ac-
counts of the listed
company; or

(b) a disposal of an inter-
est in an undertaking
which will result in
the assets of that un-
dertaking no longer
being consolidated in
the accounts of the
listed company,

the ‘gross assets the subject of the transac-
tion’ means the value of 100% of that un-
dertaking’s assets, irrespective of what in-
terest is acquired or disposed of.

(4) For an acquisition or disposal of an inter-
est in an undertaking which does not fall
within (3), the ‘gross assets the subject of
the transaction’ means:

(a) for an acquisition, the
consideration to-
gether with liabilities
assumed (if any); and
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(b) for a disposal, the as-
sets attributed to that
interest in the listed
company’s accounts.

(5) If there is an acquisition of assets other
than an interest in an undertaking, the
‘assets the subject of the transaction’ me-
ans the consideration or, if greater, the
book value of those assets as they will be
included in the listed company’s balance
sheet.

(6) If there is a disposal of assets other than
an interest in an undertaking, the ‘assets
the subject of the transaction’ means the
book value of the assets in the listed com-
pany’s balance sheet.

3 G The FCA may modify UKLR 7 Annex 1 2R to require, when calcu-
lating the assets the subject of the transaction, the inclusion
of further amounts if contingent assets or arrangements re-
ferred to in UKLR 7.4.1R (Indemnities and similar arrange-
ments) are involved.

The consideration test

4 R (1) The consideration test is calculated by
taking the consideration for the trans-
action as a percentage of the aggreg-
ate market value of all the ordinary
shares (excluding treasury shares) of
the listed company.

(2) For the purposes of (1):

(a) the consideration
is the amount paid
to the contracting
party;

(b) if all or part of the
consideration is in
the form of securit-
ies to be traded
on a market, the
consideration at-
tributable to those
securities is the ag-
gregate market
value of those se-
curities; and

(c) if deferred consid-
eration is or may
be payable or re-
ceivable by the
listed company in
the future, the
consideration is
the maximum to-
tal consideration
payable or receiv-
able under the
agreement.
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The consideration test

(3) If the total consideration is not subject
to any maximum (and any of the other
class tests indicate a percentage ratio
of at least 5%), the transaction is to be
treated as a significant transaction.

(4) For the purposes of (2)(b), the figures
used to determine consideration con-
sisting of:

(a) securities of a class
already listed must
be the aggregate
market value of all
those securities on
the last business
day before the an-
nouncement of
the transaction;
and

(b) a new class of se-
curities for which
an application for
listing will be
made must be the
expected ag-
gregate market
value of all those
securities.

(5) For the purposes of (1), the figure used
to determine market capitalisation is
the aggregate market value of all the
ordinary shares (excluding treasury
shares) of the listed company at the
close of business on the last business
day before the announcement of the
transaction.

5 G The FCA may modify UKLR 7 Annex 1 4R to require the inclu-
sion of further amounts in the calculation of the considera-
tion – for example, if the purchaser agrees to discharge any
liabilities, including the repayment of inter-company or
third-party debt, whether actual or contingent, as part of
the terms of the transaction.

The gross capital test

6 R (1) The gross capital test is calculated by di-
viding the gross capital of the company
or business being acquired by the gross
capital of the listed company.

(2) The test in (1) is only to be applied for
an acquisition of a company or
business.

(3) For the purposes of (1), the ‘gross cap-
ital of the company or business being
acquired’ means the aggregate of:

(a) the consideration
(as calculated un-
der UKLR 7 Annex 1
4R);
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(b) if a company, any
of its shares and
debt securities
which are not be-
ing acquired;

(c) all other liabilities
(other than cur-
rent liabilities) in-
cluding for this
purpose minority
interests and de-
ferred taxation;
and

(d) any excess of cur-
rent liabilities over
current assets.

(4) For the purposes of (1), the gross cap-
ital of the listed company means the
aggregate of:

(a) the market value
of its shares (ex-
cluding treasury
shares) and the
issue amount of
the debt security;

(b) all other liabilities
(other than cur-
rent liabilities) in-
cluding, for this
purpose, minority
interests and de-
ferred taxation;
and

(c) any excess of cur-
rent liabilities over
current assets.

(5) For the purposes of (1):

(a) figures used must
be, for shares and
debt security ag-
gregated for the
purposes of the
gross capital per-
centage ratio, the
aggregate market
value of all those
shares (or, if not
available before
the announcement
of the transaction,
their nominal
value) and the
issue amount of
the debt security;
and
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The gross capital test

(b) for shares and
debt security ag-
gregated for the
purposes of (3)(b),
any treasury
shares held by the
company are not
to be taken into
account.

Figures used to classify assets

7 R (1) For the purposes of calculating the
tests in this annex, except as otherwise
stated in (2) to (6), figures used to clas-
sify assets must be the figures shown in
the latest published audited consolid-
ated accounts or, if a listed company
has, or will have, published a prelimin-
ary statement of later annual results at
the time the terms of a transaction are
agreed, the figures shown in that pre-
liminary statement.

(2) If a balance sheet has subsequently
been published in an interim state-
ment, gross assets and gross capital
should be taken from the balance
sheet published in the interim
statement.

(3) (a) The figures of the
listed company
must be adjusted
to take account of
transactions
completed during
the period to
which the figures
referred to in (1)
or (2) relate, and
subsequent com-
pleted transactions
where any per-
centage ratio was
5% or more at the
time the terms of
the relevant trans-
action were
agreed.

(b) The figures of the
target company or
business must be
adjusted to take
account of transac-
tions completed
during the period
to which the fig-
ures referred to in
(1) or (2) relate,
and subsequent
completed trans-
actions where any
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Figures used to classify assets

percentage ratio
was 5% or more
at the time the
terms of the relev-
ant transaction
were agreed.

(4) Figures on which the auditors are un-
able to report without modification
must be disregarded.

(5) When applying the percentage ratios
to an acquisition by a company whose
assets consist wholly or predominantly
of cash or short-dated securities, the
cash and short-dated securities must be
excluded in calculating its assets and
market capitalisation.

(6) The principles in this paragraph also ap-
ply (to the extent relevant) to calculat-
ing the assets of the target company or
business.

8 G The FCA may modify UKLR 7 Annex 1 7R(4) in appropriate
cases to permit figures to be taken into account.

Anomalous results

9 G If a calculation under any of the
class tests produces an anomal-
ous result or if a calculation is in-
appropriate to the activities of
the listed company, the FCA may
modify the relevant rule to sub-
stitute other relevant indicators
of size, including industry-spe-
cific tests.

Adjustments to figures

10 G Where a listed company wishes
to make adjustments to the fig-
ures used in calculating the class
tests pursuant to UKLR 7 Annex 1
9G, it should discuss this with
the FCA before the class tests
crystallise.
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