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Dear FCA,

We enclose the collective responses of the member firms of UK Finance and the Association
for Financial Markets in Europe (“AFME”) to selected questions within the consultation by the
Financial Conduct Authority (“FCA”) on further changes to the public offers and admission to
trading regime and the UK Listing Rules, produced with advisory support from A&O Shearman.

UK Finance and AFME members (“Members”) are grateful for the opportunity to share our
views and recommendations for improving the public offers and admissions to trading regime.
An innovative regulatory regime, which upholds robust and proportionate standards, is
fundamental to ensuring that the UK continues to be a market of choice for investors and
issuers, both domestic and international.

If you have any questions in relation to the information within our submission, please do not
hesitate to get in touch.

Kind regards,

Julie Shacklady Gary Simmons
Director, Primary Markets and Corporate Managing Director, Equity Capital
Finance Markets

Avanthi Weerasinghe
Principal, Head of Market Practice and
Regulatory Policy
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Subject to our detailed responses below, Members agree that the removal of the further
issuance process for admission to listing supports the objective of removing late-stage friction
to capital and debt raising transactions. Members consider it worth reminding the market that
the London Stock Exchange will still have its own processes that will need to be followed for
the securities to be admitted to trading, and so the response of the London Stock Exchange
to the FCA’s proposals in CP25/2 will be a relevant consideration. It is Members’ expectation
that there will continue to be a requirement under the London Stock Exchange’s Admission
and Disclosure Standards for issuers to make an application for admission to trading in respect
of further issuances, and that the London Stock Exchange will maintain (and may, in light of
the FCA’s proposed removal of the admission to listing process, enhance) its processes in
connection with such applications(for example, in checking whether the requirement for a
prospectus has been met or if a prospectus exemption is available and correctly applied. In
addition, the continued requirement for an application for admission to trading is relevant to
our response to Q16 below, in terms of the impact on market practice from a risk perspective
on certain parties in the context of transactions involving further issuances.

Subject to our detailed response to Q14 below, Members agree in principle that alternative
measures should be introduced to replace the FCA'’s current checks and information gathering
on matters currently incorporated within the further issuance listing process. Given the risk to
issuers and their advisers of the FCA reaching a different conclusion following a further
issuance on whether an exemption to the requirement for a prospectus was available or
correctly applied, Members’ key concern is to establish that the FCA will be willing to provide
guidance on particular situations in advance of the further issuance.

Members do not have any particular concerns with the amendments proposed to the UKLR.
However, Members note that the new notification obligation for issuers proposed to be
introduced to the PRM is not currently referenced in the UKLR, and consider that it would be
helpful to include an express obligation in the UKLR where applicable cross-referencing the
notification obligation in the PRM (for example, in UKLR 9.4 in connection with a further
issuance of equity shares), so that issuers who have concluded that a prospectus is not
required do not inadvertently fail to comply with the notification obligation in the PRM. Please
also see further our detailed comments on the contents of the notification proposed to be
required by the PRM in Q17-Q19 below.

Please see our response to question 12 for our answer to this question.
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Please see our response to question 12 for our answer to this question.

Our following response relates to Q10-Q12 above.

Members agree that there should be no mandatory sponsor role for further issuances below
the threshold for a prospectus in the PRM. Accordingly, Members agree that:

1. the Shareholder Statement would only be required on an application for the admission
of a new class of securities to listing;

2. the Pricing Statement would be redundant; and

3. the Sponsor Declaration in the context of a further issuance with a prospectus would
not extend or refer to listing application matters.

In relation to the proposed new PRM 9.2.11AR and PRM 9.2.11BR, Members do not believe
these provisions are necessary and add potential complexity and confusion into what should
be a simplified process. The obligations of sponsors and issuers (in relation to the appointment
of a sponsor) are set out in the UK Listing Rules and the risk that these are forgotten, due to
the removal of the admission to listing process for further issuances, seems to us to be
insignificant and not to merit special provision here.

In addition, aside from their superfluity, the proposed provisions lack clarity. For example,
PRM 9.2.11AR(2) (and the equivalent in PRM 9.2.11BR) refers the sponsor having
“discharged its responsibilities in accordance with UKLR 24”. However, Members presume
that the intention is not to refer to all the sponsors’ responsibilities in UKLR 24 but to those in
relation to an issuer’s prospectus required under the PRMs. Duplication of obligations across
different rule books risks this type of confusion and Members do not feel that the necessity
exists to justify the risk.

In light of the proposed changes to the FCA’s processes for checking the availability of a
prospectus exemption for a further issuance, Members note that the UKLR requirements for
issuers to appoint a sponsor (including as proposed to be amended through the inclusion of
PRM 4.2.1R(1A)) do not extend to determining whether or not a prospectus is required in
connection with a transaction or event involving a further issuance, but the requirement to
appoint a sponsor arises only where a prospectus is required to be submitted. Accordingly,
Members wish to clarify whether, in circumstances where the FCA concludes, either following
an enquiry during the course of a transaction or after a further issuance has taken place, that
a prospectus is/was required, the FCA would retrospectively consider any investment bank
appointed by the issuer in connection with the transaction or event resulting in the further
issuance to have been providing sponsor services when advising the issuer on whether a
prospectus was required. In the opinion of Members’, the original determination that a
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prospectus was not required and/or that one or more exemptions were available to the issuer
in connection with the transaction would not constitute the provision of sponsor services at the
time of the advice being provided, and so should not be capable of retrospectively being
considered to be the provision of such services.

Members agree with the proposed replacement of the Pricing Statement with the information
requirements set out in UKLR 9.4.13R(6). Members note that paragraph 4.40 of CP25/2
confirms that, as currently, an issuer would not be required to appoint a sponsor to guide it
specifically on UKLR 9.4.13R or review the notification that an issuer makes under UKLR
9.4.13R, and Members agree that this should not be considered to constitute sponsor services
under the UKLR, even if a prospectus is required under the PRM in connection with the
relevant transaction.

Although Members agree with the proposed removal of the admission to listing process for
further issuances in the UKLR, there is a concern around the potential for the FCA to
retrospectively challenge an issuer’s analysis of the availability of a particular prospectus
exemption, and the scope for liability to arise on the issuer and its directors (and potentially its
advisers) as a result. Given paragraph 4.46 of CP 25/2 suggests that potential breaches of
the requirement to publish a prospectus, while rare, are still identified through the current
further issuance checkpoint, or that instances are identified where exemptions are incorrectly
applied by issuers, Members consider it likely that issuers will want to retain the ability to test
their reliance on one or more prospectus exemptions with the FCA before undertaking a further
issuance transaction. Members therefore wish to confirm that the FCA will be willing to provide
guidance to issuers and their advisers on the application of specific prospectus exemptions
where requested in advance of a transaction or event involving a further issuance, as well as
the FCA policing the application of those exemptions through review of the market notification
proposed to be introduced in the PRM following that transaction or event.

In addition, Members consider the requirement in the proposed PRM notification to set out the
specific prospectus exemption would potentially give rise to confusion for the market in
circumstances where the FCA subsequently determines that the prospectus exemption
specified in the notification had been incorrectly applied. As further set out in our response to
Q17-Q19 below, Members do not believe that specifying which prospectus exemption has
been applied is necessary or accretive to the market’s understanding of the transaction or
event giving rise to the further issuance, and consider it sufficient for the PRM notification only
to specify whether or not the issuer has published a prospectus in connection with the
transaction or event being notified.

As a point of clarification, paragraph 4.49 of CP25/2 refers to “[t]he proposed new PRM 1.2.6R
obligations” which will “require issuers to deal with the FCA in an open and cooperative way”.
However, there is no PRM 1.2.6R nor is there such an obligation in either the text of the PRM
in Annex D to CP24/12 or in the proposed amendments to the PRM in Annex D to CP25/2.
We assume this should have referred to the new PRM 1.6.2R obligations (i.e. the notification
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obligation on admission to trading following a further issuance), and that the requirement for
issuers to deal with the FCA in an open and cooperative way arises under Listing Principle 2
rather than through the introduction of a specific requirement in the PRM. If our understanding
of the FCA’s intention is incorrect, Members would appreciate further clarification on this point.

Yes.

Members have identified that changes in market practice regarding conditions to placing and
underwriting obligations in agreements relating to primary issuances of equity shares will be
required to accommodate the proposed removal of the admission to listing process for further
issuances. Currently, such conditions typically include the admission of the relevant shares to
listing by the FCA, failing which the obligations of the banks appointed in respect of the placing
or other underwritten transaction to either place the shares or underwrite the transaction are
or can be terminated. Similarly, sale and purchase agreements entered into by issuers in
connection with an acquisition, the consideration for which will be satisfied in the form of new
shares in the issuer, will typically require those shares to be admitted to listing by the FCA as
a condition to completion of the transaction. Such conditions would be redundant in light of
the proposed changes.

However, Members’ expectation is that conditions currently included in such agreements that
require the new shares are duly issued (at which point admission to listing would be
automatically satisfied) and those shares to be admitted to trading on the London Stock
Exchange would be retained. As a result, the risk assumed by a placing or underwriting bank,
or by a seller in the context of an acquisition for share consideration, as well as the procedural
protections afforded to them through the conditions outlined above, remain substantively
unchanged. Members expect changes to market practice in terms of documentation to be
limited to those which are necessary to reflect the removal of the requirement to apply for
listing on further issuances.

Please see our response to question 19 for our answer to this question.

Please see our response to question 19 for our answer to this question.
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Our following response relates to Q17-Q19 above.

Members are generally in agreement with the proposed new notification requirement in the
PRM, subject to the following considerations:

1. While Members agree that it is helpful to the market that the proposed notification

Yes.

should specify whether a prospectus has been published in connection with the
transaction or event giving rise to the further issuance, they do not consider it
necessary or accretive to the market’'s understanding of the transaction or event for
the notification to specify whether the issuer is relying on an exemption from the
requirement for a prospectus, or which exemption it has relied on. It will be self-evident
in circumstances where a prospectus is not published that an exemption has been
applied, and Members believe that including details of the relevant exemption could
result in unanticipated consequences, including:

a. where market participants seek to challenge the availability or calculations
involved in determining whether the exemption is in fact available — this might
result in an issuer providing more information to such market participants than
is otherwise available to the market, or being put in a situation where it is forced
to disclose information that it would otherwise prefer or be required to keep
confidential or within the knowledge of a limited group; and

b. in circumstances where the FCA subsequently concludes that the relevant
exemption was not available, or incorrectly applied, but that another exemption
would apply — this could give rise to confusion among market participants,
including as a result of the issuer being required to issue a corrective
notification either immediately or some time after the applicable transaction or
event, as well as potential claims of liability made against the issuer, its
directors and advisers.

The content requirements for the proposed PRM natification include the new total
number of transferable securities in issue following the further issuance, in addition to
the number of new transferable securities being issued. Although Members believe
this information to be helpful to the market, consideration should be given to whether
or not this creates any risk of confusion for the market given that an issuer is also
required to publish an updated total voting rights number in accordance with DTR
5.6.1AR, in particular where there is a possibility that the total voting rights number and
the new total number of transferable securities may differ (for example, where anissuer
has weighted voting shares in issuance).

Members note that the closure of the PSM to new admissions will remove a route to market
for GDR issuers. In light of this, Members suggest that the FCA continues to monitor the
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operation of the UK listing regime with respect to GDR issuance to ensure that the regime
provides sufficient access.
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About UK Finance

Representing 300 firms, we are a centre of trust, expertise and collaboration at the heart of financial
services. Championing a thriving sector and building a better society.

The financial services industry plays a vital and often underappreciated role enabling individuals, families
and communities to achieve their ambitions in a safe and sustainable way — through home ownership,
starting a new business or saving for retirement. The sector is fundamental to people’s lives, and we are
proud to promote the work it is doing to support customers and businesses up and down the country.

Whether it is through innovating for the future, driving economic growth, helping struggling customers amid
increases in the cost of living, fighting economic crime or working to finance the net zero transition — the
industry is having an overwhelmingly positive effect on the lives of people across the UK and improving the
society we live in. Further information is available at: www.ukfinance.org.uk

Contacts:

Julie Shacklady, Director, Primary Markets and Corporate Finance
julie.shacklady @ukfinance.org.uk

Avanthi Weerasinghe, Principle, Head of Market Practice and Regulatory Policy
avanthi.weerasinghe @ukfinance.org.uk

Gabriel Inama, Analyst, Capital Markets & Wholesale Policy
gabriel.ihama@ukfinance.org.uk

AFME (Association for Financial Markets in Europe) promotes fair, orderly, and efficient European
wholesale capital markets and provides leadership in advancing the interests of all market participants.
AFME represents a broad array of European and global participants in the wholesale financial markets. Its
members comprise pan-EU and global banks as well as key regional banks, brokers, law firms, investors
and other financial market participants. AFME participates in a global alliance with the Securities Industry
and Financial Markets Association (SIFMA) in the US, and the Asia Securities Industry and Financial
Markets Association (ASIFMA) through the GFMA (Global Financial Markets Association). For more
information, please visit the AFME website: www.afme.eu.

Gary Simmons, Managing Director, High Yield and Equity Capital Markets

Oscar Newman, Senior Associate, High Yield and Equity Capital Markets

Nikray lzadi, Graduate, High Yield and Equity Capital Markets
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About A&O Shearman LLP

A&O Shearman was formed in 2024 via the merger of two historic firms, Allen & Overy and Shearman &
Sterling. With nearly 4,000 lawyers globally, we are equally fluent in English law, U.S. law and the laws of the
world’s most dynamic markets. This combination creates a new kind of law firm, one built to achieve
unparalleled outcomes for our clients on their most complex, multijurisdictional matters — everywhere in the
world. A firm that advises at the forefront of the forces changing the current of global business and that is
unrivalled in its global strength.

A firm whose teams deliver unmatched insight with seamless service. A firm with strong values and a
commitment to sustainability, where diverse individuals, perspectives and backgrounds belong, excel, and
make a decisive difference. Our lawyers have long enjoyed a reputation for cultivating powerful relationships,
thriving on seamless collaboration with each other and with their clients and earning the right to be trusted
advisors.

Our clients benefit from the collective experience of teams who work with many of the world’s most influential
companies and institutions, and have a history of precedent-setting innovations. Together our lawyers advise
more than a third of NYSE-listed businesses, a fifth of the NASDAQ and a notable proportion of the London
Stock Exchange, the Euronext, Euronext Paris and the Tokyo and Hong Kong Stock Exchanges. This
experience and expertise creates a firm with the power to shape our clients’ fortunes and apply the law in
groundbreaking ways — whether through innovative thinking or new products, services and technologies.
Further information is available at www.aoshearman.com.

Contacts:

James Roe, Partner
James.Roe@aoshearman.com

Michael Bloch, Partner
Michael.Bloch@aoshearman.com

Charles George, Senior Knowledge Lawyer
charles.george@aoshearman.com




