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Introduction

1.1 Purpose of the guide

The purpose of this guide is to provide an overview of the key reporting
requirements in connection with environmental, social and governance (ESG)
issues that are applicable to public companies whose securities are traded on
the LSE. This guide does not aim to be comprehensive. Further specialist
advice may be required to determine if mandatory disclosure requirements
are triggered in specific scenarios. Similarly, voluntary reporting requirements
mentioned in this guide represent only a few of the most prominent
examples. The links to third-party websites contained in this document may
not continue to remain active, but are correct as at the date of this guide.

1.2 Background information about the London Stock Exchange

The London Stock Exchange ("LSE") is one of the world's oldest and largest
stock exchanges. The Main Market is the LSE's principal market for listed
companies from the UK and overseas. The LSE also operates and regulates a
more "junior" market, AIM, to accommodate the needs of smaller and
developing companies.

The LSE's listing regime is comprised of three segments - standard listing,
premium listing and the High Growth Segment. Broadly speaking, issuers with
a standard listing have to comply only with EU directive minimum
requirements for listing, whereas issuers with a premium listing (which is only
available for equity shares issued by commercial companies and certain
investment entities) must additionally comply with so-called "super
equivalent" provisions set in the UK by the Financial Conduct Authority
("FCA") (including enhanced corporate governance rules) which apply over
and above EU directive minimum requirements.

The mandatory reporting obligations (including those that relate to ESG
matters) applicable to premium- and standard-listed companies can be found
in the FCA's set of rules called the "FCA Handbook". The High Growth
Segment was launched in March 2013 and is intended to allow fast growing
companies which intend to seek a premium listing in the future to be
admitted to a new segment of the Main Market. Companies in the High
Growth Segment must comply with certain parts of the FCA Handbook as well
as the High Growth Segment Rulebook. As this new segment is not yet an
established part of the UK listing landscape, this guide does not discuss it
further.

Companies quoted on AIM are generally not subject to the FCA Handbook
(but various provisions in the Disclosure and Transparency Rules would still
apply), and would particularly need to ensure compliance with the AIM Rules
for Companies published by the LSE.



2.1

What are the mandatory reporting requirements for public companies whose
securities are traded on the LSE regarding their actual or potential ESG risks or
impacts?

Companies whose securities are traded on the LSE include public companies
incorporated in the UK (that comprise companies incorporated in England
and Wales, Scotland and Northern Ireland) and public companies
incorporated overseas. UK incorporated companies whose securities are
traded on the LSE are effectively subject to two sets of mandatory reporting
requirements: (i) those emanating from general English company law which
are only applicable to companies incorporated in the UK, e.g. the Companies
Act 2006 ("CA 2006") and (ii) those that are specific to the company's status on
the LSE. In some respects the two sets of requirements overlap.

Three factors will effectively determine the extent of mandatory reporting
obligations, including ESG reporting, imposed on a company whose securities
are traded on the LSE: (i) whether a particular company is incorporated in the
UK or overseas; (i) whether the company is listed on the Main Market or
quoted on AIM, and (iii) in case of companies listed on the Main Market,
whether the company has a premium or standard listing.

Premium-listed companies

(@) CA 2006: directors' duties and narrative reporting requirements (UK
companies)

In relation to companies incorporated in the UK, CA 2006 imposes a
duty on directors to promote the success of the company and in doing
so to have regard to the company's impact on the environment,
amongst other things. Directors are required to prepare an annual
directors' report containing a business review that demonstrates how
the directors have performed this duty (sections 415 and 417 CA 2006).

The business review should contain a fair review of the company's
business and a description of the principal risks and uncertainties
facing the company. In addition, companies listed on the Main Market
of the LSE (but not companies admitted to AIM) should, to the extent
necessary for an understanding of the development, performance or
position of the company's business, include in their business review
information about (i) environmental matters (including the impact of
the company's business on the environment), (i) the company's
employees, and (iii) social and community issues. The business review
of a Main Market listed company would also include information about
the company's policies in the above three areas and the effectiveness
of those policies. Further, if the review does not contain information of
each prescribed kind, it would need to state which of those kinds of
information it does not contain.

To the extent necessary to gain an understanding of the development,
performance or position of the company's business, the business



review would also include an analysis of the business using various key
performance indicators ("KPIs"), including, where appropriate, those
relating to environmental and employee matters.

There are currently proposals to replace the requirement for a business
review with a new requirement to produce a standalone strategic
report. The strategic report will contain broadly similar content to that
currently required in the business review (including an analysis of the
business in relation to environmental and employee matters). The new
regulations are expected to come into force around October 2013.

As regards reporting on environmental issues in particular, in 2006 the
UK's Department for Food, Environment and Rural Affairs ("DEFRA")
issued a paper called "Environmental Key Performance Indicators:
Reporting Guidelines for UK Business". The guidelines intend to help
companies to effectively measure, report on and compare their
environmental progress. The guidelines set out 22 environmental KPls
and contain a chart helping companies to identify the direct and
indirect KPIs most relevant to their industry sector. The KPIs include the
following: (i) emissions to air (greenhouse gases; acid rain,
eutrophication and smog precursors; dust and particles; ozone
depleting substances; volatile organic compounds; metal emissions to
air); (i) emissions to water (nutrients and organic pollutants; metal
emissions to water); (iii) emissions to land (pesticides and fertilisers;
metal emissions to land; acids and organic pollutants; waste: landfill,
incinerated and recycled; radioactive waste); (iv) resource use (water
use and abstraction; natural gas; oil; metals; coal; minerals; aggregates;
forestry; agriculture).

DEFRA's guidelines are voluntary in nature, but are intended to be
relevant to both mandatory and voluntary environmental reporting. In
July 2012, DEFRA published a consultation paper in relation to revising
the current set of guidelines. DEFRA is expected to publish a revised
set of guidelines this year with a new section that will give guidance
on the mandatory reporting of greenhouse gas emissions for UK-
incorporated companies listed on the Main Market. It is anticipated
that these proposed mandatory reporting requirements will be
introduced in October 2013.

FCA's Disclosure and Transparency Rules: Periodic Reporting
Requirements and Disclosure of Inside Information

Both premium and standard-listed companies are required to make
public their annual financial reports which should include, among
other things, a management report containing a fair review of the
company's business.

To the extent necessary for an understanding of the development,
performance or position of the company's business, the "fair review"
included in the management report should provide an analysis of the



company's performance using various KPIs, including information
relating to environmental matters and employee matters.

In addition, the FCA's Disclosure and Transparency Rules also impose
requirements on both premium and standard listed companies to
notify a regulated information service as soon as possible of any inside
information which directly concerns the company. These could
include ESG issues that a reasonable investor would use in making his
investment decisions and be likely to have a significant effect on the
price of the company's shares.

(©) FCA's Listing Rules: disclosure statement in annual financial report

Both premium and standard-listed companies are required to include a
corporate governance statement in their directors' reports. Companies
with a premium listing on the LSE are also required to produce a
statement in their annual reports stating how they have applied the
Main Principles of the UK Corporate Governance Code (the "CGC"), a
statement as to whether or not they have complied throughout the
accounting period with the CGC and to explain and justify any non-
compliance.

Please see paragraph 4 of this guide for more information on the
requirements to include corporate governance statements in the
directors' reports.

2.2 Standard-listed companies

(@) CA 2006: directors' duties and narrative reporting requirements (UK
companies)

Companies that are incorporated in the UK need to ||| |GGz















