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Dear Victoria 

 
CP12/2 Amendments to the Listing Rules, Prospectus Rules, Disclosure Rules and 
Transparency Rules 
 
Thank you for giving us the opportunity to take part in the above consultation. I have 

pleasure in enclosing The Investor Relations Society’s response.  

 

The Investor Relations Society’s mission is to promote best practice in investor relations; to 

support the professional development of its members; to represent their views to regulatory 

bodies, the investment community and government; and to act as a forum for issuers and 

the investment community. The Investor Relations Society represents members working for 

public companies and consultancies to assist them in the development of effective two way 

communication with the markets and to create a level playing field for all investors. It has 

over 600 members drawn both from the UK and overseas, including the majority of the FTSE 

100 and much of the FTSE 250. 

 

In our response to this consultation we have not answered each question individually as set 

out in the document preferring instead to give our response on behalf of our members in the 

overall topic areas, while referencing the specific Listing/Prospectus/Disclosure and 

Transparency Rules to illustrate. We feel this will give you a better overall impression of how 

we expect the amendments to affect our members, as issuers of predominantly large market 

capitalisation and their specialist advisors. There is a lot to agree with throughout CP12/2, 



with certain specific proposals of particular help to issuers, such as the proposed abolition of 

the notification requirements for class 3 transactions (LR 10.3).There are other proposals 

which we do not consider directly in the interests of issuers and we identify these areas and 

explain in our response below. 

 

One general point we would like to raise initially concerns technical guidance. Technical 

guidance is useful when issued as and when needed and that whilst consolidation into the 

Rules is a positive move we do not think it is clear whether new technical guidance will be 

issued as and when needed. We would like to see Technical Guidance to continue to be 

issued as and when needed rather than wait for changes to the Rules themselves. Perhaps 

this is something under consideration and there will be clarification in due course. 

 

Yours sincerely, 

 
 

Michael Mitchell 

General Manager 

The Investor Relations Society 

3 Bedford Street 

London WC2E 9HD 

020 7379 1763 

michael.mitchell@irs.org.uk  
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Response to section 1 - ‘Overview: 
 
We are aware of the concerns that have been recently raised by institutional investors, as 

expressed in the overview section of this consultation, regarding the corporate structure of 

some recent additions of premium listings to the UK main market. There are elements of the 

Listing Rules that we feel should be enhanced to provide additional protection to investors. 

We support strengthening LR 3.12 to ensure companies with controlling shareholders can 

carry out their business independently of the controlling shareholders - it is in the best of 

interest of the issuer to make sure its business strategy and results are communicated 

effectively and concisely to all shareholders. We also support the proposal to amend LR 

5.6.2R and narrow the existing exemption. It is important with acquisitions to ensure that the 

newly enlarged group fully understand the disclosure and transparency obligations to their 

offerees and shareholders and so exemptions should be kept as narrow as possible (we 

recognise there is little point requiring reverse takeovers within the same listed category to 

re-apply given they will already have fulfilled listing obligations). We discuss reverse 

takeovers further in our response to section 2. 

 

We do think it is important that the issuer perspective is also understood with regards greater 

investor protection. Currently, we feel that UKLA already offers investors strong protection 

relative to other international listing architectures. It is important that investors feel 

sufficiently secure in providing investment capital while ensuring that additional investor 

protection measures exist within the overall framework of international competiveness of the 

overall UK listing environment. The attractiveness of a London listing to overseas firms is 

central to this. Corporate structures that do not constitute established practice in the UK - 

specifically the concentration of huge stakes in the hands of a very small number of 

shareholders - are often the norm in companies within rapidly growing economies (and 

indeed are the case within some highly developed industries and economies, such as the 

German automotive industry). Consequently we do not support the proposal to introduce a 

new free float requirement effectively allowing minority shareholders the ability to determine 

the governance arrangements of a company they hold a stake in. We have a concern that by 

enhancing minority shareholders this enhances all minority shareholders including those with 

perhaps short term absolute return objectives not in keeping with the investee company’s - 

or wider economy’s - long term strategic focus.  Furthermore investors making the 

investment decision to take stakes in specific companies with a limited free float do so 

understanding the particular corporate structure of the company presumably with the 

expectation of significant ROIs due not least to the company’s operations in lucrative 

industries in low cost economies. There is a difference between what is legally required and 



market expectations; we consider whether overly conflating the two is practical. Our thoughts 

regarding empowering minority shareholders also extend to the proposal to give rights of 

veto over particularly important resolutions. We might also note the potential implications 

between this proposal and the increase in the influence of the proxy advisory industry, which 

we note ESMA is currently consulting on. 

 

We would also question the extent to which free float levels are a matter for UKLA rather 

than FTSE, given that liquidity and governance issues are quite different. We note this 

consultation states the importance of clarity between the Listing Rules and the Code, and for 

issuers, consistency of approach between LR, the Code, BIS and Companies Act is key in 

order for investor relations practitioners to fulfil their duties to their management and 

investors.  
 
 
Response to section 2 – ‘Reverse takeovers’ 
 
We feel proposals on reverse takeovers within the document are on the whole consolidating 

and consistent with the technical guidance notes. As stated we support the proposal to 

amend LR 5.6.2R and narrow the existing exemption.  

 
 
Response to section 3 – ‘Sponsors’ 
 
We can appreciate the FSA’s position in requiring accurate and sufficient communication 

from sponsors. We would also expect issuers to do everything within their power to ensure 

sponsors have adequate information at their disposal, within the regulatory parameters.  We 

feel, however, that the proposals in the document are likely to significantly enhance the 

compliance burden on sponsors. The proposed amendments will have cost implications for 

sponsors and therefore for issuers as sponsors are likely to pass on costs to their clients. 

The proposals call for the increase in the number of areas of communication between 

sponsor and FSA. We would expect there to be potentially quite notable implications for 

sponsors with regards IT systems and record-keeping, with corresponding costing issues. 

The FSA is stressing an emphasis on sponsors maintaining adequate and easily accessible 

records in order to demonstrate challenges and steps taken which again will increase time 

and cost spent by the sponsor. We would add that the removal of the materiality threshold 

from the requirement to notify information concerning rule breaches may lead to an increase 



in potentially unnecessary notifications to the FSA. 

 

We would restate our wish that issuers do not face additional costs in transactions due to the 

passing on of the cost and compliance burden by sponsors as a result of these proposals. 

More assurance is required to assuage concerns over the potentially prescriptive 

implications of these proposals.  

 

 
Response to section 4 – ‘Transactions’ 
 
We support the proposed abolition of notification requirements for class 3 transactions 

(LR10.3). We consider that compliance with class 3 disclosure results in insignificant 

information being disclosed for what are transactions under the percentage ratios of less 

than 5%. Investor protection is not an issue as DTR 2 requires an announcement to be 

made by a listed company where the information constitutes inside information. Our 

members would welcome this deletion. We support the proposal to remove reference to 

‘revenue nature’ from LR 10.1.3R(3) and LR 11.1.5R of the Listing Rules. ‘Revenue nature’ 

is hard to determine and as such it should not form part of the Listing Rules for class 

transactions and related party transactions. Therefore we consider that whether a 

transaction is of a revenue nature (i.e. the accounting treatment) should no longer determine 

whether it is in the ordinary course of business – our members will welcome this clarification.  

 

We feel the proposals to amend LR 10.5.2, 10.5.4 and 11.1.7 to require the sending of 

supplementary circulars in certain circumstances to be on the whole a good idea although 

this will put some timetables under pressure. We agree to amending LR 12.4.2R: companies 

should not be forced to put out to tender when they seek to buyback over 15% of shares 

provided the terms of the proposed buyback are specifically approved by shareholders – the 

IR team will have a key role to play here. This is a welcome more that enhances company 

flexibility. Transactions are another area where there is input from different bodies – in this 

case The Takeover Panel.   

 

 

Response to section 5 – ‘Financial information’ 
 
We support the proposal to amend LR6.1.3R(2) as we feel it is unnecessary to include the 

reference to auditors – the independence of the person providing the opinion is what is 

important. With respect of amending the LR13.5.9AR so that listed issuers are required to 



make specific disclosures in respect of synergy benefits: would this mean the whole process 

would require the attentions of an independent adjudicator (if not ‘auditor’)? Providing this 

information could prove challenging to issuers in terms of verification/confirmation so could 

very much impact on process.  

 
 
Response to section 6 – ‘Externally managed companies’ 
 
We support the proposal to amend the PR 5.5.3 and the DTR 3.1 regarding externally 

managed companies. We share the FSA’s concerns that by appointing SPACs, issuer 

organisations make investor relations best practice becomes difficult if not impossible to 

carry out. The advisory firm should be responsible for prospectus’ issued and to be subject 

to the same transparency rules as domiciled issuer organisations. We question what the 

arrangements will be for companies currently using SPACs – further explanation on how to 

adapt those to the new framework will be welcome. Consideration on amending LR6.1 is 

perhaps conditional of clarification on this. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


