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The independent business requirements for companies with a controlling
shareholder applying for premiumtistinglisting in the Equity shares (commercial
companies) category —interpretation of LR 6:4; 1R 6-5and UKLR 5.36:6

The informationin this note is designed to help issuers and practitioners interpret our UK Listing
Rules, Prospectus Regulation Rules, Disclosure Guidance and Transparency Rules, and related
legislation. The guidance notes provide answers to the most common queries we receive and
represent FCA guidance as defined in section 139A FSMA.

UKLR 5.3 This Technical Note is intended to provide a non-exhaustive guide to cases where
we are required to consider the ability of an applicant with a controlling shareholder *s-
abitity-to meet the requirement for an independent business in UKLR 5.3.1R.
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UKLR 56.35.3G provides a number of indicators of the circumstances in which an
applicant may be unable to demonstrate sufficient independence from a controlling
shareholder even where an agreement with a controlling shareholder is in place. One
of these circumstances is where a controlling shareholder is able to influence the
operations of the issuer in a way which subverts its normal governance processes.

Examples of circumstances where this might be the case include:

e usingfinancing or other business arrangements to unduly influence the strategy of
the company

e using significant stakes in subsidiaries of the listed company to exert indirect
control over the group as a whole

* installingindividualsstaff with familial or other relationships in key roles to gain day-
to-day control

Where a controlling shareholder has a majority stake in the issuer, it will necessarily be
the case that the controlling shareholder will have significant practical control through
the normal exercise of its voting rights and its ability to appoint directors to the Board
of the listed company.

The controlling shareholder provisions do not seek to limit the controlling
shareholder's ability to exercise its rights in this way, and do not seek to vest

disproportionate control in minority shareholders tHowevertherearecireurmstances
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A controlling shareholder should therefore generally be able to do the following, in the
absence of other factors, without compromising the independence of the listed issuer:

¢ accept or make atakeover offer, or propose a scheme of arrangement to effect a
takeover offer:

* give anirrevocable undertaking to a third party in connection with a takeover offer:

* propose a resolution for the company to pay a dividend:

January 2018 [month] 2024 / Primary Market / TN / 103.12 | 4





