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Dear Takeover Panel colleagues,

Companies to which the Takeover Code applies

We welcome the opportunity to respond to your consultation, Companies to which the Takeover Code
applies.

The Quoted Companies Alliance Legal Expert Group has examined the proposals and advised on this response
from the viewpoint of small and mid-sized quoted companies. A list of Expert Group members can be found
in Appendix A.

We strongly welcome the Takeover Panel’s amendments to the scope of companies to which the Takeover
Code applies as a logical and straightforward proposal. Our responses to the questions below reflect this.

As part of our response, we offer the suggestion that the Panel consider expanding the scope of the Code to
cover overseas companies whose securities are traded on a UK RM or UK MTF. This change would be the
logical outcome of the principle underpinning the current proposals and it could be realised by making
compliance with the Code a requirement applicable to the relevant market if London is the primary listing
venue.

Finally, we share the Panel’s position that a three-year transition is an appropriate period for companies to
prepare themselves for the proposed changes.

If you would like to discuss our response in more detail, please do not hesitate to contact us.

Yours sincerely,

SM A&LM _

James Ashton
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Ql Should the scope of the Code be narrowed to apply only to a company which is “UK-listed” or
which was “UK-listed” at any time during the three years prior to the relevant date?

Yes, we strongly agree with this outcome for all the reasons which are presented in the Consultation Paper.
The linkage between the Takeover Code and companies whose shares are publicly traded (as opposed to
shares which are traded within a “closed loop” private market) is a logical and readily comprehensible one
and one which is likely to reflect the expectations of most quoted companies and their investors.

However, we would invite the Panel to consider further whether there is an argument for bringing overseas
companies whose securities are traded on a UK RM or UK MTF within the ambit of the Code. This is the
logical outcome of the principle described above and it could be achieved by making submission to the Code
a requirement of the rules applicable to the relevant market where London is the venue for the primary
listing. As such, the change would likely require a broader based amendment to the Listing Rules and the
rules of the relevant UK MTF.

Nevertheless, we are mindful that, were this approach to be adopted, it would require broader discussion
with the local regulators and that its effect on the attractiveness of the UK public equity markets to overseas
companies would also need to be considered. Currently, listed companies which are not UK resident are
outside the ambit of the Code and sometimes this “weakness” is addressed by incorporating Rule 9 type
provisions in the articles of association of such companies. We would be interested to see how the investor
community views this point and the extent to which the non-applicability of the Code affects the prices at
which shares in overseas companies are traded.

In addition, we would like to raise that investors in the UK’s capital markets can be unaware that the Code
does not apply to a company due to the company being overseas incorporated. This is despite this
information being set out in publicly available documents. Ensuring that there is easily accessible information
for, and engagement with, market participants on any subsequent changes to the scope of the Code is
important to ensure there is sufficient awareness of its reach.

Q2 Do you agree that the “run-off” period for a company which ceases to be UK-listed should be three
years?

We strongly support the elimination of the existing tests which apply a 10 year “look-back”. We consider
that the removal of the application of the Code after three years is unlikely to have much if any practical
impact. There may even be an argument for the period to be further reduced to, say, two years once the
impact of the immediate changes has been absorbed by the market.

Q3 Should the Panel have the ability, where appropriate, to grant a waiver from the application of
some or all of the provisions of the Code in respect of a company which has ceased to be “UK-listed”?

Yes - we believe that the broader waiver regime now proposed would be a positive development and, in
particular, could be used to alleviate the burden of ongoing application of the Code during the proposed
three-year transition period.

Q4 Do you have any comments on the proposed new section 3(a) of the Introduction?

The drafting of the new section is clear and readily understandable. We would suggest that a note is
provided which clarifies the expression “some other event occurs in relation to the company which has
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significance under the Code”. This clearly captures events such as trades which set a floor price on any
potential bid and/or which create an obligation to offer a cash alternative. Even a non-exhaustive list would
be of assistance here.

Q5 Should the new section 3(e) of the Introduction with regard to the cancellation of admission to
trading be introduced as proposed?

We strongly agree with the proposed “warning notice” to be given to shareholders in the context of any
delisting proposal. This is consistent with current good practice for delisting circulars in any event.

Q6 Do you have any comments on the minor and consequential amendments?
No — we have no comments.
Q7 Should the transitional arrangements be introduced as proposed?

The proposed three-year transition period should be more than adequate to enable companies currently
subject to the Code to communicate with their shareholders and put in place alternative arrangements to
ensure “fair play” in bid situations.

In the case of companies which are only subject to the Code by reason of one of the 10 year “look-back”
tests or because they are public companies it may well be the case that no such arrangements are required
or, they are minimal. This is because those companies will, in many cases, have introduced pre-emption
and drag/tag rights when the relevant trading facility ceased need to be in place. In the case of public
companies whose shares have never been traded, appropriate provisions are likely to have been in place
from the time of establishment of the company in any event.

Q8 Do you agree that the length of the transitional period should be three years?

Yes - we agree with the proposed length of the transitional period. Please also see our response to question
7.

Q9 Do you have any comments on the proposed new section 3(a)(iii) of the Introduction or the new
Transitional Appendix?

We have no comments to add in this area.
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