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Chapter 1
The FSA Listing Rules

Sally Dewar
Managing Director of Risk

Financial Services Authority

1.1 Introduction

The FSA’s Listing Regime came into force on 1 May 2000
following the transfer of the UK Listing Authority (the
“UKLA”) from the London Stock Exchange (“LSE”) to the
Financial Services Authority (the “FSA”). Since the FSA took
over responsibility of the Listing Regime, we have substan-
tially revised and amended the rules to take account of new
European legislation and our own domestic review of the
rules.

This Chapter outlines the development of the overall regime,
including the impact that the principal European Directives
have had on the formal role and objectives of the FSA in
relation to the Listing Rules and our philosophy in seeking to
achieve those objectives. We also detail the principal changes
made to the Listing Regime in the past year and set out the
areas of the Listing Regime where consultation or discussion
papers have recently been published, with a view to possible
future changes to it. Finally, this Chapter gives a brief over-
view of the main building blocks of the Listing Regime.

1.2 Development of the UK’s Listing Regime: The
EU Financial Services Action Plan and major
subsequent changes

In the early 2000s The Financial Services Action Plan
(“FSAP”), a framework for action to develop the Single
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Market in financial services, was formulated and initiated.
FSAP had the following specific objectives:

® the completion of a single wholesale market;

® the development of an open and secure retail market, and

® to ensure the continued stability of EU financial markets,
especially through state of the art prudential rules and
supervision.

The principal FSAP directives that have impacted most signifi-
cantly on the listing regime are: the Prospectus Directive
(“PD”), the Market Abuse Directive (“MAD”), and the Trans-
parency Directive (“TD”).

Alongside, and subsequent to the FSAP process, there have
also been many other significant changes to the listing regime.
These modifications were made with the intention of simplify-
ing and modernising the Listing Regime; ensuring that the UK
regime continues to provide an appropriate level of regulation
alongside the flexibility and transparency required by those
wishing to raise capital in the London markets; and to
accommodate EU regulatory changes.

As a result of all these changes, including the amendments
made to Part VI of the Financial Services and Markets Act
2000 (“FSMA”) to implement the PD, the Listing Rules were
restructured into their present format, with separate parts for
the Prospectus Rules, Listing Rules and Disclosure Rules
(further information on these Directives and their implementa-
tion is in Sections 1.4 and 1.9 below). Other key changes to
note include:

® the retention, strongly supported by the market, of the
super-equivalent standards in the Listing Rules for
Premium-listed issuers!;

® the introduction of Listing Principles in Chapter 7 of the
Listing Rules; and

® the strengthening of the sponsor regime.

! For more information on what Premium-listed issuers are, refer to Section 1.8.1 of this
chapter, or alternatively, consult http:/ /www.fsa.gov.uk/pubs/cp/cp09_28.pdf.



The FSA Listing Rules

It is important to note that the implementation of the FSAP
Directives resulted in a significant change in the regulatory
framework of the Listing Regime. Previously the Listing Rules
contained the main regulatory provisions, while admission to
trading was largely an administrative process. The FSAP
Directives, by contrast, are not referenced to the Official List,
but instead to admission to trading on a regulated market.
Some of the previous listing requirements are now contained
in the rules we have implemented as the competent authority
for the Directives. We do, however, retain the function of
applying the requirements of the Consolidated Admission and
Reporting Directive (CARD) - from which some parts of the
former Listing Rules were derived — and super-equivalent
requirements to issuers seeking admission to the Official List.

In the period since the FSAP Directives came into force, we
have continued to assess how the Listing Regime has bedded
down in practice, whether it remains effective in the context of
a sometimes rapidly changing external environment and, in
particular, whether we are striking the right balance between
the competitiveness of the UK market and the protection of
investors. To this end, between 2007 and 2009 we conducted a
further comprehensive review of the Listing Regime and these
changes took effect from 6 April 2010.

In doing so, we have focused in particular over this last year
on improving the clarity of the Listing Rules and further
enhancing transparency in the UK markets. We have done this
in particular by carrying forward our review of the current
structure of the Listing Regime. The overall purpose of this
Listing Regime review has been to ensure that there is greater
clarity of the Regime’s structure and the obligations on issuers
under it, so that: (i) investors will be able to make more
informed investment decisions, and (ii) issuers have additional
flexibility over the route they wish to pursue to raise capital.
(For more information on the Listing Regime review, please
refer to Section 1.8.2 later in this Chapter.)

We have also progressed on our work both domestically and
internationally to achieve enhanced transparency for investors
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and other market participants through our continued work on
the disclosure of contracts for difference (CfDs) and short
selling.

The next sections describe in more detail the role and
approach of the FSA, the impact of the key FSAP Directives
and summarise recent and proposed policy initiatives that we
have taken to achieve our objective of maintaining the effec-
tiveness of the overall Listing Regime.

1.3 Role and philosophy of the FSA

1.3.1 Role of the FSA acting as the competent authority
under FSMA

Under Section 72 FSMA, the FSA is the UK’s competent
authority to regulate the admission of securities to the Official
List. In this role, the FSA has responsibility for maintaining
the Official List and for admitting to listing those securities
that are covered by Part VI FSMA, which include securities
previously outside the scope of Part IV of the Financial
Services Act 1986. The FSA has also been appointed as the UK
competent authority in relation to the PD, TD and MAD under
the provisions in Part VI FSMA. (Note: the part of the FSA
that deals with listing and prospectus issues still uses the
name “the UK Listing Authority” (“UKLA”), and is often
referred to in this way.)

The FSA makes rules governing admission to listing, the
continuing obligations of issuers, the enforcement of those
obligations and suspension and cancellation of listing. These
rules are collectively known as the Listing Rules, the Pros-
pectus Rules and the Disclosure and Transparency Rules
(“DTR”). They reflect the following requirements:

® that are mandatory under the European Community
Directives or under FSMA;

® set by the FSA, under its powers as competent authority,
in relation to securities covered by Part VI FSMA; and

® in relation to other securities admitted to listing.
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The regulatory objectives of the FSA, set by HM Treasury, in
its capacity as the competent authority are to formulate and
enforce Listing Rules that:

® provide an appropriate level of protection for investors in
listed securities;

® facilitate access to listed markets for a broad range of
enterprises; and

® seek to maintain the integrity and competitiveness of UK
markets for listed securities.

The Listing Rules also contain rules made pursuant to Section
87 FSMA, relating to approval of prospectuses (whether or not
in connection with an application).

In discharging its general functions, the FSA must have regard
to the criteria specified in Section 73(1) FSMA, namely the:

® need to use FSA resources in the most efficient and
economic manner;

® principle that a burden or restriction imposed on a person
should be proportionate to the benefits, considered in
general terms, which are expected to arise from the
imposition of that burden or restriction;

® desirability of facilitating innovation in respect of listed
securities;

® international character of capital markets and the desir-
ability of maintaining the competitive position of the UK;

® need to minimise the adverse effects on competition of
anything done in discharge of those functions; and

® desirability of facilitating competition in relation to listed
securities.

Section 155 FSMA requires that the FSA, when seeking to
make rules as the competent authority for listing, must
publish the proposed rules together with an explanation of the
proposed amendments, how they are compatible with the
general duties described above and a cost benefit analysis
(where required) of the proposed rules.



