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New UK rules relating to the disclosure of certain interests 
in major shareholdings in listed companies 
On 20 January 2007, new rules come into force in the UK relating to the disclosure of 

certain interests in major shareholdings in listed companies1.  The rules, which are 

contained in the FSA’s recently published ‘Disclosure and Transparency Rules’, completely 

replace those previously set out in the UK Companies Act 1985 and include several 

important changes to the previous regime.  Shareholders and other parties who may 

have disclosure obligations (such as investment advisers, proxies and companies 

with subsidiaries which are shareholders) will need to familiarise themselves with 

these developments. 

The new Disclosure and Transparency Rules (the 

“New Rules”) are a result of the implementation in the 

UK of the European Transparency Directive, which is 

intended (among other things) to establish a consistent 

framework for major shareholding disclosure obligations 

across Europe. Highlighted below are some of the key 

changes to the disclosure obligations in the UK that are 

effected by the New Rules.1 These include changes to 

what constitutes a notifiable interest, changes to the 

percentage thresholds triggering a requirement to 

notify and a specific limited exemption from disclosure 

that may be relied on by certain regulated investment 

advisers (including, notably, certain US regulated 

investment advisers). Notably, there is no grandfathering 

and some persons who disclosed their notifiable interests 

under the previous regime may have to re-disclose their 

notifiable interests under the New Rules by 20 March 2007.  

 
 

Companies covered 
Under the New Rules, disclosures only need to be 

made in respect of notifiable interests in certain listed 

companies. The previous Companies Act regime 

covered the notification of holdings in all public 

companies registered under the Companies Act, 

whether listed or unlisted.  The New Rules only cover 

shares in companies which are admitted to trading on 

a UK regulated market (such as the main market of 

the London Stock Exchange) or on a UK prescribed 

market (such as AIM). This includes non-UK issuers 

whose shares are admitted to trading on a UK 

regulated market and whose home member state in 

Europe is the UK, but excludes non-admitted public 

companies whose shares are admitted to trading on a 

relevant market. 

1  The terms "listed company" and "listed companies" are used here as shorthand.  Technically the companies whose shares are caught are those whose shares are 
admitted to trading on a UK regulated market or (in the case of UK issuers) on a UK prescribed market.  
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Notifiable interests (including to FSA): control of 
voting rights 
Under the previous regime, any acquisition or disposal 

of a broadly defined set of interests in shares of a 

certain level or threshold (see below) triggered an 

obligation to notify the company in question. By 

contrast, under the New Rules, the obligation to 

disclose is now triggered by a person’s control over a 

more narrowly defined interest comprising the exercise 

of voting rights attached to the shares. Consequently, a 

person who holds shares with no voting rights has no 

obligation to notify.  

Separately, the New Rules require notifications by 

shareholders to be made not only to the company in 

question, but also (unlike under the previous regime) 

to the FSA.  

Notification thresholds 
Notifications are only required when a person acquires 

or disposes of a certain percentage of a company’s 

overall voting rights. Different percentage thresholds 

apply to shares in UK and non-UK companies, and the 

thresholds that apply under the New Rules are not the 

same as those under the old Companies Act regime. 

It should be noted that it is possible for a person’s 

percentage of overall voting rights to increase or 

decrease (so as to require a notification) without that 

person actively doing anything at all. For example, 

there may be a change in the issuer’s total voting rights 

which has the consequence of altering all of its 

shareholders’ percentage holdings.   

UK companies: the relevant integer percentages which 

trigger the requirement to notify are, generally, 3% and 

every whole 1% thereafter. For example, if A purchases 

shares in company X which entitle A to 3% of the voting 

rights at general meetings of company X, a notification 

of the holding must be made to both company X and 

the FSA. If A then increases the holding to 4% of voting 

rights at general meetings, a notification must again be 

made to company X and the FSA. However, if instead A 

purchases shares taking the holding to only 3.5%, there 

is no obligation to notify, as the percentage holding 

has not moved across a whole percentage point since 

the last notification. A relevant decrease in holding will 

also trigger the obligation to notify. So, if A reduces its 

percentage of overall voting rights from 4.1% to 2.9%, 

two notifications will be required. No further 

notifications will be required for any additional 

reductions below 3%. 

Non-UK companies:  the relevant percentages which trigger 

the requirement to notify are 5%, 10%, 15%, 20%, 30%, 

50% and 75%. As for UK companies, any increase or 

decrease in the holding over the relevant integer 

percentage threshold will require a notification. 

Limited exemption for European investment 
managers / regulated US investment advisers 
In relation to the thresholds set out above for UK 

companies, the New Rules make available a specific 

and limited exemption for percentage holdings below 

10% (except for 5%) for certain specified European 

investment managers. For those persons only, the 

exemption essentially has the effect that the relevant 

percentage thresholds that trigger notifications are 5%, 

10%, and every whole 1% thereafter.  

Importantly, the New Rules also provide that the FSA 

may extend the above exemption to other categories of 

person. In some recent informal commentary, the FSA 

stated that it considers US investment advisers who are 

“regulated according to the Investment Advisers Act 

1940” to be “subject to appropriate regulation” and that 

therefore, provided there “are no other impediments” 

to the same (and we would not generally anticipate 

there being any such impediments), those US 

investment advisers may take advantage of the same 

limited exemption as that specified for European 

investment managers.  

Deadlines for notification 
General: In general, where a person learns (or should 

have learnt) or is informed of a change in his holding 

that requires notification, he must notify the issuing 
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company and the FSA within two trading days in the 

case of a UK company, or four trading days in the case 

of a non-UK company. The introduction of an objective 

test of knowledge is new and should be noted, particularly 

since issuing companies are obliged to make public any 

changes in their overall voting rights and capital at 

the end of any month in which such changes occur. It 

will therefore be necessary for interested persons to 

monitor issuing companies for public announcements, 

as further notifications may be required as a result.  

Existing major interests to be disclosed by 20 March 2007: 
Persons who held notifiable interests under the 

previous regime will need to re-notify the issuing 

company if their interests still constitute notifiable 

interests under the New Rules. There is an initial two 

month grace period ending on 20 March 2007 for such 

re-notifications. A re-notification will not be necessary 

if the holder in question has already made a notification 

since 20 January 2007 in relation to the holding (for 

example as a result of an increase in the percentage of 

voting rights held). 

Indirect holdings, financial instruments, group 
companies and aggregation 
The most obvious type of notifiable interest is that of a 

person who directly holds shares to which voting rights 

are attached. However, an indirect holding of shares 

with voting rights, including a direct or indirect holding 

of a relevant financial instrument which entitles the 

holder to acquire shares with voting rights attached to 

them also gives rise to a notifiable interest.  

Indirect holdings of shares: notifications will be required, 

once the thresholds referred to above are reached, 

where the notifiable interest is held indirectly by virtue 

of an entitlement to acquire or dispose of voting rights, 

or to exercise voting rights on behalf of a third party.  

The New Rules specifically suggest that all parent 

undertakings of other undertakings, which are referred 

to as “controlled undertakings”, will be indirect holders 

of shares where those controlled undertakings directly 

or indirectly hold the relevant UK listed shares. Indirect 

holdings must be aggregated with direct holdings of 

shares, but must be separately identified in the relevant 

notification(s). Where a parent undertaking makes 

disclosures on an aggregated basis, the relevant 

controlled undertakings are not required separately to 

disclose. The obligation to aggregate the holdings of a 

parent undertaking and a controlled undertaking may 

be avoided if it can be demonstrated that the 

controlled undertaking is essentially run separately, 

and in particular that voting rights are exercised 

independently of any consultation as to the wishes 

of the parent undertaking. 

Another example under the New Rules of an indirect 

holding of shares that is a notifiable interest is that of 

a proxy who is able to exercise the relevant voting 

rights at his discretion, in the absence of specific 

shareholder instructions.  

Financial instruments: A holding of a financial instrument 

will be a notifiable interest if it unconditionally entitles 

the holder to acquire relevant UK listed shares to which 

voting rights are attached, and if the holding of such 

shares would constitute a notifiable interest. “Financial 

instrument” for this purpose encompasses many types 

of derivative contracts such as warrants and options.  

Other exemptions available 
There are several further exemptions from some or all 

of the disclosure obligations set out above for various 

groups of persons such as market makers, certain 

custodians, clearing and settlement firms.  

Sanctions for non-compliance 
Failure by a person with a notifiable interest to comply 

with its disclosure obligations under the New Rules 

will not constitute a criminal offence (in contrast to 

the position under the previous Companies Act 

regime). However, financial penalties or public 

statements may be imposed or made by the FSA in 

relation to any such failure. 
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Other disclosure requirements: Takeover Code, 
requisitions for disclosure, and ‘control’ of an 
FSA-regulated undertaking 
It should be noted that disclosure of interests in shares 

may be required in contexts other than that of the 

New Rules. The Takeover Code imposes disclosure 

obligations during an offer period (which commences 

when an offer or possible offer is announced and 

continues until the offer closes, is declared unconditional 

as to acceptances, or lapses) on persons who directly 

or indirectly own or control 1 per cent or more of the 

shares in either the offeror or the offeree company 

which are the subject of the offer.  

In addition, any UK public company is able to issue a 

notice to persons it believes to be interested in its 

shares. The persons concerned are then obliged to 

disclose to the company the nature of their interests 

(if any).  

Finally, the acquisition of “control” of undertakings that 

are regulated by the FSA (such as banks, investment 

firms and insurers) will generally require the prior 

approval of the FSA. “Control” for these purposes 

comprises a holding of 10% or more of the relevant 

undertaking’s (or of a parent undertaking’s) shares or 

voting power, or the ability to exercise significant 

influence over the management of the relevant 

undertaking or a parent undertaking. Certain increases 

in any such holding also require the prior approval of 

the FSA. Any person who ceases to have control, or 

whose control decreases by prescribed amounts, must 

notify the FSA of this. There are ongoing discussions at 

both UK and European levels as to possible changes to 

what constitutes  sufficient “control” to require prior 

approval  in this context and developments are 

expected later this year. 

 

 

 

 

 

 

 

 

 

 

 

This memorandum is intended only as a general discussion of these issues. It should not be regarded as legal advice. We would be pleased to 
provide additional details or advice about specific situations if desired.   
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