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This briefing summarises developments to 

be aware of when preparing for 2020 

annual general meetings and compiling 

the narrative aspects of annual reports. It 

is aimed principally at premium listed 

companies. It may also be useful for AIM 

companies or standard listed companies 

who choose voluntarily to comply with the 

UK Corporate Governance Code and any 

other legal or regulatory requirements 

applying to premium listed companies. 

AGM issues. As regards AGMs and AGM 

notices, there are no significant new regulatory 

developments. However, 2020 will see many 

companies putting their remuneration policies 

to shareholders for their vote and we mention 

some new developments in this area. We also 

cover the updated voting guidelines from 

various bodies including the strengthened 

approach for 2020 that the Investment 

Association (IA) will take on remuneration 

resolutions if their updated pensions guidelines 

are not met.  

Narrative reporting issues. Narrative 

reporting, on the other hand and as we have 

reported previously, sees several significant 

developments that need to feature in annual 

reports published in 2020. These include the 

new mandatory reporting required by the 

Companies (Miscellaneous Reporting) 

Regulations 2018 (the miscellaneous reporting 

regulations) and also the new comply or 

explain reporting required by the Financial 

Reporting Council (FRC) 2018 UK Corporate 

Governance Code (the 2018 Code) supported 

by the FRC Guidance on Board Effectiveness 

(the board effectiveness guidance).  

As a result, 2019 annual reports should see 

significantly enhanced reporting in many areas 

including on all principles of the 2018 Code, the 

new section 172 statement, remuneration, 

company purpose and culture, stakeholder 

(including workforce) engagement, 

independence and tenure of directors (including 

the chair) and auditors, diversity and 

nomination committee work. Therefore, 

companies should allow much more time 

and more resources both to prepare 

meaningful disclosures on these new or 

revamped areas and for internal 

discussion and debate at board level on 

them.  

We also cover in the Narrative Reporting Issues 

section of this briefing various publications 

from the FRC. This includes their year-end 

letter sent, in October 2019, to audit 

committee chairs and finance directors 

summarising key developments for 2019/2020 

annual reports. Companies can expect that the 

subject matter of FRC warnings in this and 

their other publications will be monitored 

particularly closely and that the FRC may well 

pick up companies for non-compliance.  

Other areas that will need to be reported on 

and so require preparation are the new energy 

consumption and efficiency reporting 

regulations that came into force in April 2019 

and will require enhanced reporting for relevant 

companies for financial years beginning on or 

after that date. Also, climate change issues and 

related reporting by companies continues to be 

a growing concern of investors, regulators and 

Governments alike and we note a number of 

key developments.  

2020 AGM ISSUES 

2020 AGM NOTICE ISSUES: WHAT WE 
COVER 

• Specific resolutions 

• Updated voting guidelines 

• IA Public Register developments 

Specific Resolutions 

Resolutions to approve remuneration 

policy. A binding shareholder vote on the 

directors' remuneration policy must be held at 

least every three years. As the first such vote 

was in 2014, most companies will need to hold 

such a vote again this year. 

New statutory regulations in 2019 made a 

number of changes to the rules governing any 

directors' remuneration policy approved on or 

after 10 June 2019. These regulations will 

therefore be relevant to new policies put to 

shareholders at 2020 AGMs. The regulations 

relate both to the content of the policy and to 

the procedures around the shareholder vote. 

For more information, see our briefing - Further 

changes to listed companies' remuneration 

reports and policies. To highlight two 

procedural changes in particular: 

https://www.legislation.gov.uk/uksi/2018/860/contents/made
https://www.legislation.gov.uk/uksi/2018/860/contents/made
https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.pdf
https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.pdf
https://www.frc.org.uk/getattachment/61232f60-a338-471b-ba5a-bfed25219147/2018-Guidance-on-Board-Effectiveness-FINAL.PDF
https://www.ashurst.com/en/news-and-insights/legal-updates/further-changes-to-listed-companies-remuneration-reports-and-policies/
https://www.ashurst.com/en/news-and-insights/legal-updates/further-changes-to-listed-companies-remuneration-reports-and-policies/
https://www.ashurst.com/en/news-and-insights/legal-updates/further-changes-to-listed-companies-remuneration-reports-and-policies/
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• it is now a statutory requirement (in addition 

to a 2018 Code provision) for specified 

information about the policy vote to be put 

on the company's website as soon as 

reasonably practicable (this will impact 

companies which hold votes on a show of 

hands, as votes on a poll are already subject 

to these requirements); and 

• in the unlikely event that the policy vote is 

lost, the company must put forward a new 

remuneration policy for approval next year 

(if not sooner). 

Resolutions to adopt new, or update 

existing, articles of association. Common 

changes made by listed companies to their 

articles of association were much the same in 

2019 as we have reported in previous years. 

They include changes to: 

• give companies greater flexibility regarding 

the treatment of untraceable shareholders;  

• allow companies greater flexibility as to how 

they pay dividends including the ability to 

compel a shareholder to receive a dividend 

by bank transfer rather than cheque;  

• increase the cap on non-executive director 

fees; and  

• permit the company, when holding a 

physical general meeting, to allow 

shareholders to participate via electronic 

facilities (hybrid meetings). 

Most companies that have added provisions for 

hybrid meetings to their articles of association 

have, however, stated that they have no 

current intention to hold a hybrid meeting. And 

in 2019, just two companies held hybrid AGMs: 

Equiniti Group plc and Marks and Spencer plc. 

Resolutions to re-elect chairs: expect 

close monitoring by shareholders and the 

FRC. We are aware of several companies 

where the chair will resign this year. Whether 

or not this is due to the new nine-year tenure 

provision in the 2018 Code (provision 19) is not 

always clear. Equally, companies may also 

choose to explain, notwithstanding a tenure of 

nine years or more, why the contribution of the 

chair is, and continues to be, important to the 

company's long-term sustainable success so 

that he or she will remain in situ. 

 

TENURE OF CHAIRS: KEY POINTS 

• The number of FTSE 350 companies who 
are reported, from various sources 
including the FRC, to have chairs who have 
been in situ for over nine years, is stated to 

be in the seventies.  

• For any such company, careful thought is 
needed as to what is best for it as regards 
whether the chair remains or not, how to 
explain that decision to shareholders and 
also what succession planning is underway. 

• This is particularly the case since, as we 
note below, resolutions on re-appointment 
of directors continue to attract shareholder 

dissent. 

• In its annual review of the Code published 
in January 2020 (see more on this in the 
Narrative Reporting Issues section), the 
FRC states that where companies have 
chairs who have been on the board for over 
nine years, it expects those companies to 
set out their rationale for this situation and 

their proposals for the future composition of 
the board. 

 

Resolutions to re-elect directors: expect 

close monitoring by shareholders and the 

FRC. Provision 18 provides that all directors 

should be subject to annual re-election. It is 

worth remembering that this provision is no 

longer limited only to FTSE 350 companies and 

therefore premium listed companies outside 

the FTSE 350 must also comply or explain.  

Provision 18 also requires that "The board 

should set out in papers accompanying the 

resolutions to elect each director the specific 

reasons why their contribution is, and 

continues to be, important to the 

company's long-term sustainable 

success".  

In its annual review of the Code, the FRC states 

that it reviewed 40 AGM notices to determine 

how companies were justifying the re-election 

of board members to shareholders. It found 

that around half simply listed biographies, 

referred to the annual report and said nothing 

about how the individual contributed to long-

term success. The more informative notices, it 

says, had detailed biographies and briefly 

explained why each director should be re-

elected. The best notices clearly outlined the 

reasons for an individual's re-election 

specifically linking their contribution to 

https://www.frc.org.uk/getattachment/53799a2d-824e-4e15-9325-33eb6a30f063/Annual-Review-of-the-UK-Corporate-Governance-Code,-Jan-2020_Final.pdf
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company strategy, risks or similar key issues 

referenced in the annual report. 

On a related note, although the reference to 

"biographical details" in B.7.1 of the 2016 Code 

does not feature in the 2018 Code, 

shareholders are likely to require to see these 

as they have done in the past. However, it is 

clear from the above that such details alone are 

not enough to satisfy provision 18.  

For example, the Pensions and Lifetime Savings 

Association requires sufficient biographical 

details and says what these should comprise. It 

also requires that the board should explain to 

shareholders why a director should be re-

elected and confirm that he or she (i) has 

recently been subject to formal performance 

evaluation in relation to the fulfilment of their 

duty to act in the best interests of the company 

on behalf of its shareholders, whilst also having 

due regard for other stakeholders as required 

by the Companies Act 2006 (the 2006 Act) and 

(ii) continues to be an effective member of the 

board.  

Resolutions to approve dividends: the IA 

recommends that companies more clearly 

articulate their distribution policies. We 

noted in previous AGM season briefings that 

the Government had asked the IA to 

investigate whether action is needed to ensure 

that companies give shareholders an annual 

vote on dividends. This was due to a move by 

some companies to declare only interim 

dividends that do not need a shareholder vote.   

In May 2019, the IA issued its report. It 

concludes that a significant minority (22 per 

cent) of listed companies paying ordinary 

dividends do not seek a shareholder vote. The 

practice is prevalent among the top 20 FTSE All 

Share companies (12 out of 20 do not have an 

annual vote) and among investment trusts (74 

per cent of those not having an annual vote 

were investment trusts). The report stresses IA 

support for an annual vote on dividends and 

that transparency and accountability to 

shareholders is key, but also concedes that 

there may be legitimate reasons in a few cases 

for not having one (eg where requested by 

investors).  

The IA report calls on all companies, including 

those that put dividends to an annual vote, to 

improve transparency around their approach to 

paying dividends, as set out in the table below.  

IA REPORT: THE CASE FOR A 

DISTRIBUTION POLICY 

• Companies should more clearly articulate 
their distribution policy, which should set 
out their approach to making decisions on 
the amount, structure and timing of returns 
to shareholders.  

• The policy would be based on conversations 

with shareholders and allow shareholders to 
engage with companies as to what the 
policy should be and to hold them to 
account on its implementation. 

 

The IA has set up a working group to prepare 

guidance for companies on distribution policy to 

articulate the expectations of investors. This 

will be based on and develop current guidance 

in its Long Term Reporting Guidance (see our 

2018 AGM season briefing for more on the 

guidance which covers, among other things, 

capital management and allocation policy and 

related disclosures).  

Although the new distribution policy guidance 

was stated to be due for publication in Autumn 

2019, it has not yet materialised. In the 

meantime companies could look to the Long 

Term Reporting Guidance should they wish to. 

We understand that the aim is for the guidance 

to be published in March this year.  

Resolutions to approve political donations 

or expenditure: a reminder. Press reports in 

2019 suggested that some investors in JD 

Wetherspoon plc had questioned whether the 

company's spending on various pro-Brexit 

materials (eg Brexit beer mats) was 

appropriate. Others commented on the 

likelihood that such expenditure could amount 

to political expenditure that needed to be 

approved by shareholders.  

This is mentioned simply to serve as a timely 

reminder of the provisions of the 2006 Act 

which require that political expenditure and 

donations (the exact meaning of which is not 

free from doubt) which exceed the de minimis 

should be pre-approved by shareholders in 

order to avoid liability of directors for 

unauthorised spending. 

Shareholder requisitioned resolutions: a 

summary. In 2019, we are aware of 

shareholder requisitioned resolutions at a few 

companies' AGMs. At BP plc, two resolutions 

https://www.theia.org/sites/default/files/2019-05/20190528-shareholdervotesondividenddistributionsinuklistedcompanies.pdf
https://www.ivis.co.uk/media/12519/Long-Term-Reporting-Guidance.pdf
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were requisitioned relating to climate change 

disclosures. One failed and one passed 

following, unusually, a recommendation to vote 

in favour of it from the board. 

At HSBC plc, a resolution was requisitioned on 

a specific pension issue, but was voted down. 

At BHP Group plc two requisitioned resolutions 

were put which related to BHP Group Limited 

and concerned membership by the company of 

organisations not supportive of the Paris 

climate goals and an amendment of BHP's 

constitution. Both failed. At Barclays plc, a 

resolution to appoint a new director failed. At 

Royal Dutch Shell plc a resolution concerning 

the setting and publishing of targets for 

emissions reduction was put but then 

withdrawn by the requisitionists.  

Final statement on engagement with 

shareholders following significant dissent 

on resolutions. We discussed in last season's 

AGM briefing provision 4 of the 2018 Code. It 

requires three stages of reporting (initial, 

interim and final) on engagement following a 

resolution receiving 20 per cent or more votes 

against. For any company that suffered such 

dissent at its 2019 AGM, it will need to include 

a final statement in its annual report and, if 

applicable, in the explanatory notes to 

resolutions at its next shareholder meeting, 

likely to be this year's AGM. This final 

statement should explain the impact of the 

shareholder feedback on any board decisions 

taken and on any actions or resolutions now 

proposed. (For more on the FRC view on 

compliance with provision 4, see the Narrative 

Reporting Issues section below.) 

Updated Voting Guidelines 

IA updates its approach to executive 

director pension contributions and voting. 

In September 2019, the IA issued a position 

paper setting out its position on pension 

contributions for 2020. The paper includes how 

its corporate governance wing, the Institutional 

Voting Information Service (IVIS), will assess 

actions by companies. A "red top" on one of 

IVIS's reports represents its highest level of 

concern.  

The IA aims for pension contributions for 

executive directors to be aligned with those 

provided to the majority of the workforce. See 

the table adjacent for its key points.  

IA POLICY ON PENSIONS AND VOTING: 

KEY POINTS 

• Workforce pension contribution rate. 
Companies should disclose the pension 
contribution rate given to the majority of 
the workforce. IVIS will highlight companies 
that do not disclose this. 

• Need to consider all employees. Boards, 

remuneration committees and management 
teams should consider pension 
contributions provided to all employees and 
not just executive directors. IVIS will 
highlight companies that have increased 
pension contributions for all employees. 

• New directors. Continuing its current 
approach, any new remuneration policy 
that does not explicitly state that any new 
executive director will have their pension 
contribution set in line with the majority of 
the workforce will receive a red top report 

from IVIS. Also, any new executive 
director, or director changing role, whose 
pension contribution is not aligned with the 
majority of the workforce will result in a red 
top warning on the remuneration report. 

• Incumbent directors. Although 
recognising existing contractual rights, the 
IA wants pension contributions of 

incumbent directors reduced to the level of 
the majority of the workforce as soon as 
possible. Therefore, for companies with 
year-ends starting on or after 31 December 

2019, IVIS will continue to amber top the 
remuneration report where a director is 
paid a pension contribution of 25 per cent 
or more of salary.  

However, IVIS will red top the 
remuneration report if the pension 

contribution received by any executive 
director is 25 per cent or more where there 
is no credible action plan set out by the 

remuneration committee to reduce the 
pension to that received by the majority of 
the workforce by the end of 2022. 

• Defined benefit schemes and accrual. 
For companies with defined benefit 
schemes that do not confirm that future 
accrual is still open to other employees on 
the same terms as executive directors, IVIS 
will amber top the remuneration report. The 

same will apply where companies do not 
confirm that cash payments in lieu of 
further accrual are also paid to other 
employees on an equivalent basis. 

 

 

https://www.ashurst.com/en/news-and-insights/legal-updates/2019-agm-and-reporting-season/2019-agm-and-reporting-season---what-to-expect/
https://www.ashurst.com/en/news-and-insights/legal-updates/2019-agm-and-reporting-season/2019-agm-and-reporting-season---what-to-expect/
https://www.ivis.co.uk/media/13876/executive-pensions-for-2020-final.pdf
https://www.ivis.co.uk/media/13876/executive-pensions-for-2020-final.pdf
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Institutional Shareholder Services (ISS) 

2020 guidelines. ISS has updated its UK 

proxy voting guidelines effective for meetings 

taking place on or after 1 February 2020. Key 

updates, several of which result from the 2018 

Code, include the following: 

• Board gender diversity. ISS has 

introduced a new policy on board gender 

diversity and will generally vote against the 

chair of the nomination committee (or other 

directors, on a case by case basis) if there is 

no female director on the board unless 

mitigating factors exist.  

• Tenure of the chair. ISS has added a 

policy on the tenure of the chair (previously 

it had a policy on non-executive directors but 

not specifically on the chair) to state that it 

will not consider tenure in isolation but as 

one of several key indicators (eg succession 

planning, diversity and board independence) 

relevant to the re-election of chairs. 

• Pension contributions. ISS has amended 

its pension contribution policy so that for 

new directors, pension arrangements should 

be aligned with the wider workforce, with 

companies required to disclose whether that 

is the case or not.  

For incumbent directors, companies should 

seek to align contribution rates with the 

workforce over time. ISS states that 

although it would not, in 2020, normally 

issue a negative vote recommendation on 

remuneration policy due to an existing 

arrangement with an incumbent director, 

companies with "exceptionally generous 

provisions relative to the market" should set 

out a clear plan to reduce this over time. 

• Bonuses. ISS has strengthened its bonus 

policy to specify that it will now normally 

recommend a vote against a remuneration 

report where bonus targets are not 

disclosed. It also states that disclosing 

targets one or more years in arrears may 

attract a negative vote recommendation.  

• Exit payments. ISS has boosted its exit 

payments policy by specifying that formal 

notice should be served no later than the 

day on which the executive's leaving date is 

announced, and if a company chooses not to 

serve notice at that time, it should explain 

why in the subsequent remuneration report. 

Glass Lewis: 2020 proxy paper guidelines. 

Glass Lewis has published its 2020 proxy paper 

guidelines for the UK. Key revisions, several of 

which reflect the 2018 Code, include the 

following:  

• Board gender diversity. Glass Lewis will 

consider recommending against re-electing 

the nomination committee chair at a FTSE 

350 company if it has not met the 33 per 

cent Hampton Alexander target or disclosed 

a cogent explanation to address the issue.  

• Board skills and director election 

proposals. Glass Lewis will use board skills 

matrices in its analysis of director election 

proposals at FTSE 350 companies (previously 

just the FTSE 100), but excluding certain 

investment trusts. It may also recommend 

voting against the nomination committee 

chair if major issues of board composition 

have not been addressed.  

• Audit committee meeting frequency. 

Glass Lewis will consider voting against the 

audit committee chair at a FTSE 350 

company (excluding investment trusts) 

where the committee fails to hold a 

minimum of three meetings per year under 

review without explanation.  

• Removal of exemptions for companies 

outside the FTSE 350. Glass Lewis expects 

boards at premium-listed companies outside 

the FTSE 350 to be at least 50 per cent 

independent and to hold annual director 

elections. In 2020, it will generally accept 

explanations in lieu of compliance with the 

enhanced independence provision. However, 

in 2021, it will generally expect such boards 

to have met this provision.  

• Remuneration. Amongst several 

remuneration changes, Glass Lewis generally 

expects: salary increase and pension 

contribution levels to reflect those awarded 

to a company's wider workforce; incentive 

plans to feature clear and transparent award 

limits, ideally expressed as a multiple of 

base salary per employee; and remuneration 

committees to consider exercising downward 

discretion where a company has suffered an 

exceptional negative event, such as a 

significant decline in share price, even if 

formulaic targets have been met. 

 

https://www.issgovernance.com/file/policy/active/emea/UK-and-Ireland-Voting-Guidelines.pdf
https://www.glasslewis.com/wp-content/uploads/2016/11/Guidelines_UK.pdf
https://www.glasslewis.com/wp-content/uploads/2016/11/Guidelines_UK.pdf
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Other voting guidelines. At the time of 

writing, neither the Pensions and Lifetime 

Savings Association nor Pensions Investment 

Research Consultants (PIRC) have published 

their annual updated voting guidelines. Once 

they are published, we will cover these in our 

following Quoted Company Newsletter.  

Investment Association Public 
Register 

As we have reported in previous AGM season 

briefings, the IA Public Register contains 

publicly available, regularly updated data on 

companies in the UK FTSE All Share Index 

which have received significant shareholder 

dissent on resolutions (20 per cent or more 

votes against) or who have withdrawn a 

resolution prior to it being voted on. 

Periodically, the IA assesses the Public Register 

and gives its view of the current state of 

affairs.  

In August 2019, the IA released its latest 

figures. Key points are set out in the table 

below. 

IA PUBLIC REGISTER 

• Driving engagement. The Public Register 
is driving engagement with 86 per cent of 
companies (up from 58 per cent in 
December 2017) setting out how they will 
engage with shareholders to address their 
concerns. 

• Largest sources of dissent. Resolutions 
on director re-elections and pay were again 
the two largest sources of shareholder 
rebellion. Resolutions on director re-
elections comprise 34 per cent of all 

resolutions on the register and 
remuneration resolutions comprise 24 per 

cent. 

 

A final point worth reiterating, as we mentioned 

in the last AGM season briefing, is the 

existence of IA guidance on what IA members 

wish to see covered in the six monthly update 

statement required by Provision 4 of the 2018 

Code following shareholder dissent. Examples 

of some company update statements can now 

be viewed in the Public Register. 

 

 

2020 NARRATIVE REPORTING 
ISSUES  

2020 NARRATIVE REPORTING: WHAT WE 

COVER 

• Recap on the miscellaneous reporting 

regulations 

• Recap on the 2018 Code 

• New energy related reporting 

• Key new FRC publications 

• Remuneration reporting 

• Workforce related reporting 

• Climate change reporting 

• Diversity reporting 

• Miscellaneous 

• Other reporting requirements 

Recap on the Miscellaneous 

Reporting Regulations 

A key new source of reporting for 2020 

accounts is the miscellaneous reporting 

regulations which we have covered previously. 

They apply for companies in scope with 

financial years beginning on or after 1 January 

2019, therefore requiring reporting now. They 

mandate increased reporting in annual reports, 

and in some cases on websites, by not only 

certain quoted companies but also certain 

public and private companies.  

The five key new reporting areas are set out 

briefly in the table overleaf, but are discussed 

in more detail in our updated February 2019 

client briefing - Statutory reporting obligations 

for quoted and other companies.  

Some key points to recap include the following: 

• Each of the five new reporting areas has 

different numerical thresholds. Key 

points to note include: (i) each company in 

the group will need to be looked at 

individually in order to assess which, if any, 

of the requirements apply to it; (ii) each of 

the five reporting areas differs as to whether 

those thresholds relate to the whole group, 

the individual company or UK or global 

quantitative measures; and (iii) definitions 

relating to "parent" may catch intermediate 

parents as well as ultimate parents.  

https://www.theia.org/public-register
https://www.theia.org/sites/default/files/2019-05/Investment_Association_Guidance_on_Update_Statements_for_the_Public_Register.pdf
https://www.ashurst.com/en/news-and-insights/legal-updates/new-statutory-reporting-obligations-for-quoted-and-other-companies/
https://www.ashurst.com/en/news-and-insights/legal-updates/new-statutory-reporting-obligations-for-quoted-and-other-companies/
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• Subsidiaries of listed (or non-listed) 

groups may be in scope. Although the 

remuneration reporting requirement is only 

for quoted companies, the other four areas 

of disclosure are not so limited. Therefore, 

any UK company (including a private limited 

company or a non-traded plc) that meets the 

scope requirements of any of the first four 

reporting requirements will be on the hook 

for that reporting in its own individual annual 

report and accounts. This includes 

subsidiaries of listed and non-listed groups. 

For example, all UK group companies other 

than those that qualify for exemptions as 

small or medium-sized pursuant to the 

relevant sections of the 2006 Act will need to 

make a section 172 statement.  

• These are individual company 

requirements and cannot therefore be 

covered off in the parent company 

consolidation. If a company is within scope 

of any of the reporting requirements, its 

obligation cannot be fulfilled by its parent 

company disclosures, even if the parent 

produces a consolidated strategic report 

which incudes that company.  

Key guidance that companies may find helpful 

as they contemplate the new reporting required 

by the miscellaneous reporting regulations  

including their section 172 duty and disclosure 

on it are listed below. 

• Frequently Asked Questions issued by the 

Department of Business, Energy & Industrial 

Strategy (November 2018). 

•  The FRC Guidance on the Strategic Report 

(in particular part 8) (July 2018). 

• GC100 "Guidance on directors' duties: 

section 172 and stakeholder considerations" 

which contains some helpful practical 

examples for companies. 

• Case studies from directors on section 172 

duties issued by the Institute of Chartered 

Accountants in Scotland (January 2020). 

Note that the GC100 guidance and the ICAS 

case studies are concerned with the underlying 

duty set out in section 172 of the 2006 Act 

(which has not changed). The BEIS FAQs and 

the FRC guidance are more concerned with the 

new reporting requirement in section 414CZA 

of the 2006 Act which is what requires the 

section 172 statement to be included in a 

company's strategic report. 

MISCELLANEOUS REPORTING 

REGULATIONS: KEY AREAS 

• Section 172 reporting. A statement in 

the strategic report describing how the 

directors have had regard to the matters 

set out in section 172(1) of the 2006 Act 

when performing their duty to act in the 

way most likely to promote the success 

of the company for the benefit of 

members (section 414CZA). 

• Reporting on engagement with 

employees. A statement, covering 

prescribed matters, describing how the 

company has engaged with its UK 

employees and taken account of their 

interests. 

• Reporting on engagement with 

suppliers, customers and others. A 

statement summarising how the 

company had regard to the need to foster 

its business relationships with suppliers, 

customers and others and the effect of 

that regard on principal decision-making. 

• Reporting on corporate governance 

arrangements. A statement of which 

corporate governance code, if any, a 

company has applied in the year (or if 

none, the reasons for that); how it has 

applied that code; and any departures 

from it and reasons for them. (This does 

not apply to DTR reporting companies, eg 

UK listed companies, but will apply to 

subsidiaries of listed companies that are 

in scope). 

• Remuneration reporting. New 

reporting requirements including on pay 

ratios, maximum remuneration receivable 

and exercised discretions. 

 

 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/755002/The_Companies__Miscellaneous_Reporting__Regulations_2018_QA_-_Publication_Version_2__1_.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/755002/The_Companies__Miscellaneous_Reporting__Regulations_2018_QA_-_Publication_Version_2__1_.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/755002/The_Companies__Miscellaneous_Reporting__Regulations_2018_QA_-_Publication_Version_2__1_.pdf
https://www.frc.org.uk/accountants/accounting-and-reporting-policy/clear-and-concise-and-wider-corporate-reporting/narrative-reporting/guidance-on-the-strategic-report
https://www.frc.org.uk/accountants/accounting-and-reporting-policy/clear-and-concise-and-wider-corporate-reporting/narrative-reporting/guidance-on-the-strategic-report
https://uk.practicallaw.thomsonreuters.com/Link/Document/Blob/I59d0a3ddd47f11e8a5b3e3d9e23d7429.pdf?targetType=PLC-multimedia&originationContext=document&transitionType=DocumentImage&uniqueId=c902924c-3e21-4f56-93a4-9cd5705d4f23&contextData=%28sc.Default%29&navId=C7861959E1AAD39EFE7FA8F41A468E44&comp=pluk
https://uk.practicallaw.thomsonreuters.com/Link/Document/Blob/I59d0a3ddd47f11e8a5b3e3d9e23d7429.pdf?targetType=PLC-multimedia&originationContext=document&transitionType=DocumentImage&uniqueId=c902924c-3e21-4f56-93a4-9cd5705d4f23&contextData=%28sc.Default%29&navId=C7861959E1AAD39EFE7FA8F41A468E44&comp=pluk
https://www.icas.com/professional-resources/business-and-governance/support-and-guidance/directors-case-studies-on-their-wider-section-172-responsibilities
https://www.icas.com/professional-resources/business-and-governance/support-and-guidance/directors-case-studies-on-their-wider-section-172-responsibilities
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Recap on the 2018 Code 

Along with the miscellaneous reporting regulations, the other key new source of reporting for annual 

reports published in 2020 is the 2018 Code supported by the board effectiveness guidance. See our 

July 2018 client briefing – The new UK Corporate Governance Code for the detail. In the table below, 

we recap on just a few key points. 

2018 CODE: SOME KEY POINTS 

Disclosure of how companies apply the 2018 Code's principles will need substantially more 

time and thought this year. The 2018 Code focuses on meaningful reporting of how companies 
apply its updated principles to achieve long-term sustainable success (with provisions there to 
support principles, but not to detract from them). This aligns with the Listing Rules at times 
overlooked requirement (LR 9.8.6(5)) that companies describe how they have applied the principles 
in a way that shareholders can evaluate. The effect is that significant extra time and thought will be 
required by those companies that wish to fully embrace this focus on the 18 updated principles of the 

2018 Code and accordingly decide that their current disclosures need a significant overhaul. 

Key new or boosted areas in the 2018 Code that will require action and reporting. Much 
emphasis has been given to the new stakeholder engagement aspects of the 2018 Code, and in 
particular to workforce engagement. However, other new or boosted areas of the 2018 Code should 
not be overlooked. These include the following but as ever the devil is in the detail: 

• The company's purpose, values and culture (eg principles A, B and E and provision 2) 

• Engagement with shareholders, workforce and other stakeholders (eg principle D and 
provisions 4 and 5) 

• Diversity, succession planning and overboarding (eg principle J and provisions 15, 17 and 23) 

• Tenure and independence of the chair (eg principle F and provision 19) 

• Sustainability (eg principle A and provision 1) 

• Remuneration (eg principle Q and R and provisions 33 and 37) 

 

New Energy Related Reporting 

As we reported in last season's AGM briefing, in 

November 2018, the Companies (Directors' 

Report) and Limited Liability Partnerships 

(Energy and Carbon Report) Regulations 2018 

were published. The regulations implement the 

UK government’s Streamlined Energy and 

Carbon Reporting (SECR) policy. Businesses in 

scope need to comply with the energy 

regulations for financial years starting on or 

after 1 April 2019 and therefore need to 

understand and prepare for their additional 

obligations under these regulations.  

The regulations provide for additional 

disclosures by quoted companies, on top of 

their existing greenhouse gas emissions 

reporting, to also cover energy consumption 

and energy efficiency measures (unless 

excluded because under 40,000 kwh is 

consumed per annum and the directors' report 

so states). They also extend reporting on both 

emissions and the new consumption and 

efficiency measures to AIM companies and to 

other companies which meet the size 

thresholds. In March 2019, existing 

Government environmental reporting guidelines 

were updated to help businesses in scope of 

the energy regulations.  

Key New FRC Publications 

FRC annual review of the UK Corporate 

Governance Code. In January 2020, the FRC 

published its annual review of the UK Corporate 

Governance Code looking at 2016 Code 

compliance and also at early adoption of the 

2018 Code. On 2016 Code issues, the FRC key 

points include the following: 

• Explanations of non-compliance. The FRC 

notes that investors agree with its view that 

a company is compliant if it chooses to 

depart from one or more provisions but only 

where ample explanation is provided. Best 

practice explanations should include 

company-specific context, background, 

https://www.ashurst.com/en/news-and-insights/legal-updates/the-new-uk-corporate-governance-code/
https://www.legislation.gov.uk/uksi/2018/1155/contents/made
https://www.legislation.gov.uk/uksi/2018/1155/contents/made
https://www.legislation.gov.uk/uksi/2018/1155/contents/made
https://www.gov.uk/government/consultations/streamlined-energy-and-carbon-reporting
https://www.gov.uk/government/consultations/streamlined-energy-and-carbon-reporting
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/850130/Env-reporting-guidance_inc_SECR_31March.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/850130/Env-reporting-guidance_inc_SECR_31March.pdf
https://www.frc.org.uk/getattachment/53799a2d-824e-4e15-9325-33eb6a30f063/Annual-Review-of-the-UK-Corporate-Governance-Code,-Jan-2020_Final.pdf
https://www.frc.org.uk/getattachment/53799a2d-824e-4e15-9325-33eb6a30f063/Annual-Review-of-the-UK-Corporate-Governance-Code,-Jan-2020_Final.pdf
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information on what mitigating actions have 

been taken to address additional risks and 

should explain how the alternative approach 

that the company is pursuing is consistent 

with the spirit of the provision it is departing 

from and whether it is time-limited.  

• Engagement and disclosure following 

significant shareholder dissent. The FRC 

is concerned that there are several repeat 

offenders who appear on the IA Public 

Register for two consecutive years, 

suggesting they have not responded 

effectively to shareholder concerns. Given 

the need for companies to be more 

transparent about their engagement with 

shareholders, the FRC expects improvements 

over the coming year in relation to the 

increased disclosure required by provision 4.  

On a related point, although noting that the 

2018 Code (like the 2016 Code) requires 

that only votes against a resolution need be 

counted, the FRC nonetheless states that it 

expects companies to view all types of votes 

(including abstentions) when considering 

whether there has been significant dissent 

and so there is a need to engage with 

shareholders. It also notes that the GC100 

and Investor Group remuneration reporting 

guidance also suggests that companies 

consider abstentions in combination with 

votes against.  

• Viability statement. The FRC notes that 

the viability statement provision has not 

produced the future insights that it had 

envisaged. It encourages companies to 

consider the Financial Reporting Lab's report 

on Business Model Reporting; Risk and 

Viability Reporting (published in October 

2018) to assist with their future reporting.  

On 2018 Code issues gleaned from early 

adopters, while the FRC review did have 

positive points to make, key action points 

(other than those that have been mentioned 

earlier in this briefing) include the following: 

• Purpose. The quality of statements by 

companies regarding purpose varied 

considerably, with a tendency from some to 

conflate "mission and vision" with "purpose", 

whereas normally mission and vision rely on 

a company's purpose to provide the reasons 

behind their goals. Neither is having a slogan 

the same as a purpose. And nor, says the 

review, is restricting purpose just to 

achieving shareholder returns and profit 

acceptable. Such approaches suggests 

companies have not fully considered purpose 

or its importance to culture or strategy 

and/or have not sufficiently considered the 

views of stakeholders. The FRC also noted 

that its Lab report on Business model 

reporting: risk and viability reporting may 

help companies as they consider purpose 

and gives some examples.  

• Culture. The FRC noted that only a small 

number of boards receive reports on culture 

and/or reported that they had a specific 

agenda item on alignment of culture with 

values and strategy. As regards codes of 

conduct, annual reports should demonstrate 

that these articulate the values the company 

wishes to foster in both leaders and 

employees (rather than being seen by 

employees as a set of rules for them to 

follow). The FRC expects to see more 

information on the ways companies assess 

and monitor culture, and states that 

employee engagement surveys should not be 

used in isolation.  

• Workforce engagement. There was little 

analysis of whether the method for 

workforce engagement that has been chosen 

is the best one for the company and it was 

unclear whether boards were able to feed 

back their decisions once made. Information 

on site visits should show how the 

information gleaned is fed into wider board 

discussions and what impact it has on things 

like future strategy and culture. When the 

FRC analyses 2020 reports, it will be looking 

for information that shows how effective the 

workforce engagement has been and for real 

examples of what a company has done.   

• Section 172 reporting. The review notes 

that while the legal requirement is for the 

section 172 statement to appear in the 

strategic report, more detail may be 

appropriate in the governance section and it 

is for companies to choose the extent of 

cross referencing. As regards stakeholder 

engagement, whilst key stakeholders were 

identified, there was limited discussion of the 

issues that were raised by them and 

consequently the impact they had on 

strategy. The FRC noted that disclosing ones 

prompt payment ratio would demonstrate 

https://www.frc.org.uk/getattachment/43c07348-e175-45c4-a6e0-49f7ecabdf36/Business-Models-Lab-Implementation-Study-2018.pdf
https://www.frc.org.uk/getattachment/43c07348-e175-45c4-a6e0-49f7ecabdf36/Business-Models-Lab-Implementation-Study-2018.pdf
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having had regard to one of the section 

172(1) matters.  

• Succession planning. The FRC wants more 

detail on succession planning which tends to 

focus on the appointment process rather 

than planning ahead for succession issues 

that exist. Most companies did not report on 

development plans for board members or 

those looking to move to board level.  

• Diversity. It was not always clear if a 

company had targets for diversity and if so 

what actions were being taken to meet 

them. Given provision 23 of the 2018 Code 

(nomination committee reporting including 

on diversity and inclusion objectives), the 

FRC will expect more companies to be 

reporting against their objectives in this 

area. It will also expect to see more detailed 

commentary on all aspects of diversity (eg 

ethnicity, age, disability etc) in future.   

FRC annual review of corporate reporting. 

In October 2019, the FRC published its annual 

review of corporate reporting 2018/2019 (the 

review) and its year-end letter to audit 

committee chairs and finance directors (the 

letter) summarising key developments for 

2019/2020 annual reports. They set out the 

FRC’s view of corporate reporting and highlight 

where improvements can be made. Both can be 

taken to show areas that the FRC are likely to 

be monitoring closely and so as a warning to 

companies of areas to think carefully about. 

Some key narrative reporting points from the 

review and the letter are covered below: 

• Non-financial information statement 

(NFIS). The FRC felt reporting in the NFIS, 

in terms of content and manner of 

presentation, was of mixed quality. It 

reiterates that the NFIS should be a 

separately identifiable statement and while 

cross-referencing to where required 

disclosures are included in the strategic 

report is permissible, cross references to 

information outside the report itself is not. 

• Section 172 statement. Repeating advice 

in its strategic report guidance, the FRC 

states that companies are encouraged to 

report on: the issues, factors and 

stakeholders that they consider relevant in 

complying with section 172 and how they 

came to that view; the main methods they 

used to engage with those stakeholders to 

understand the issues to which they should 

have regard; and information about the 

effect of such regard on the company's 

decisions and strategies. 

• Climate change risks. In line with the 

Code's focus on emerging risks, the FRC 

states that companies should, where 

relevant, report on the effects of climate 

change on their business. They should cover 

how the board has accounted for the 

resilience of the company's business model 

and its risks, uncertainties and viability in 

the immediate and longer term in light of 

climate change. The FRC expects disclosure 

of significant physical and transitional risks. 

It also clarifies that companies should report 

on risks that extend beyond the period 

covered in their viability statement.  

• Principal risks and uncertainties. The 

FRC notes a lack of disclosure of principal 

risks and uncertainties in strategic reports, 

with the FRC writing to more companies than 

before on this point, often prompted by 

information elsewhere in the report that 

indicated a significant risk but with no or 

sparse detail in the strategic report.  

• Boilerplate discouraged. Companies are 

discouraged from using boilerplate in relation 

to topical issues including climate change, 

cyber risk and Brexit. Where there are 

material risks, disclosure should be made of 

the specific areas of risk to which the 

company is exposed. Companies should 

expect cursory or boilerplate disclosures to 

be challenged.  

• Strategic reports. Companies should 

ensure that their strategic report includes a 

fair, balanced and comprehensive analysis of 

the development and performance of the 

business during the year. Examples are 

given of developments that the FRC expects 

to see in the strategic report.  

• Interim dividends. The FRC continues to 

challenge companies that paid interim 

dividends in excess of the distributable 

profits shown in their last set of accounts. 

• Brexit. The FRC states that at times of 

uncertainty investors look for greater 

transparency in annual reports to help 

inform their decision-making and mentions 

the impact of Brexit as one such area.  

https://www.frc.org.uk/news/october-2019/frc-sets-out-expectations-for-corporate-reporting
https://www.frc.org.uk/getattachment/b3b6cd43-7ade-4790-959e-3b84d59a7253/Developments-in-Corporate-Reporting-2019-FINAL-Full.pdf
https://www.frc.org.uk/getattachment/b3b6cd43-7ade-4790-959e-3b84d59a7253/Developments-in-Corporate-Reporting-2019-FINAL-Full.pdf
https://www.frc.org.uk/getattachment/1cd740cd-f5b8-416c-b9b8-bebbddd4eaa3/Year-end-letter.pdf
https://www.frc.org.uk/getattachment/1cd740cd-f5b8-416c-b9b8-bebbddd4eaa3/Year-end-letter.pdf
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Remuneration Reporting 

Directors' remuneration remains under the 

spotlight and will again be an area of focus for 

investors. Key issues to be aware of on 

remuneration reporting are set out below: 

REMUNERATION REPORTING: KEY 
ISSUES 

• Statutory regulations made in 2018 require 
specific new disclosures to be included in 

the directors' remuneration report for 
financial years beginning on or after 1 
January 2019, so will be obligatory for 
reports prepared in 2020. Some companies 
chose to comply on a voluntary basis in 

2019 but may not have done so in a 

complete way; they will need to review 
their disclosures to ensure they are fully 
compliant. Those which deferred 
compliance until 2020 will need to address 
the changes from scratch. More information 
is available in our briefing Statutory 
reporting obligations for quoted and other 

companies. 

• The 2018 Code has also made changes 
which should be reflected in remuneration 
reporting in this year's reports. For more 
information, see our briefing The New UK 

Corporate Governance Code.  

• Further statutory regulations made in 2019 
add an additional layer of disclosures to 
annual remuneration reports although these 
are only mandatory for reports for financial 
years starting on or after 10 June 2019. For 

many companies, therefore, these will not 
be mandatory for reports prepared in 2020 
although some may choose to comply 
voluntarily. Note, however, that changes in 
the 2019 regulations affecting directors' 
remuneration policies (rather than reports) 
apply to policies approved on or after 10 

June 2019 so will come into play for policies 

approved at 2020 AGMs. See our briefing 
Further changes to listed companies' 
remuneration reports and policies for detail. 

• The GC100 and Investor Group updated its 

Directors' Remuneration Reporting 
Guidance in July 2019 to reflect the new 
reporting obligations. 

• In November 2019 the Investment 
Association updated its Principles of 
Remuneration as well as highlighting its key 

areas of focus for the 2020 AGM season in 
its annual letter to remuneration committee 
chairs. More information is available in our 

briefing The Investment Association's latest 
thoughts on executive director 
remuneration. 

Further discussion of some of the live issues for 

remuneration committees is contained in our 

briefing Halfway through the year – what 

should remuneration Committees be doing? 

Workforce Reporting 

We have already mentioned in the context of 

the miscellaneous reporting regulations and the 

2018 Code the need to report on engagement 

with the workforce amongst other 

stakeholders. Other developments in this space 

include: 

• PLSA updated report on workforce 

reporting. In April 2019, the PLSA issued its 

updated report on workforce reporting 

entitled – Hidden Talent 2: Has workforce 

reporting improved? It examined the annual 

reports of FTSE 100 companies to assess 

how well they explain their employment 

models and practices in relation to company 

strategy. The report's accompanying press 

release stated that issues around the 

composition, stability, skills and capabilities 

and engagement levels of companies’ 

workforces (the four key themes of the 

report) are vital for investors to understand, 

given that the motivation and fulfilment 

levels of investee firms’ employees are a 

critical determinant of their long-term 

performance. 

The report states that there remains 

considerable variation in the quality of 

workforce related disclosures and that 

investors, policymakers and civil society 

must continue to work together to ensure 

that companies give clear, meaningful 

information on their employment models and 

practices. The report updates the PLSA's 

previous research into workforce reporting to 

see what progress has been made and also 

looks at reporting on gender, ethnicity pay 

gap and supply chain ethics.   

• FRC Financial Reporting Lab (the Lab) 

report on workforce-related corporate 

reporting. In January 2020, the Lab issued 

its report entitled - Workforce-related 

corporate reporting: where to next. 

The report concludes that improvements are 

needed in order to meet investors' needs as 

they want to understand the composition of 

the workforce, how the workforce creates 

value, how that value is maintained and 

https://www.ashurst.com/en/news-and-insights/legal-updates/the-investment-association-s-latest-thoughts-on-executive-director-remuneration/
https://www.ashurst.com/en/news-and-insights/legal-updates/the-investment-association-s-latest-thoughts-on-executive-director-remuneration/
https://www.ashurst.com/en/news-and-insights/legal-updates/the-investment-association-s-latest-thoughts-on-executive-director-remuneration/
https://www.ashurst.com/en/news-and-insights/legal-updates/the-new-uk-corporate-governance-code/
https://www.ashurst.com/en/news-and-insights/legal-updates/the-new-uk-corporate-governance-code/
https://www.ashurst.com/en/news-and-insights/legal-updates/further-changes-to-listed-companies-remuneration-reports-and-policies/
https://www.ashurst.com/en/news-and-insights/legal-updates/further-changes-to-listed-companies-remuneration-reports-and-policies/
https://www.ashurst.com/en/news-and-insights/legal-updates/further-changes-to-listed-companies-remuneration-reports-and-policies/
https://www.ivis.co.uk/media/13877/principles-of-remuneration-2020-final.pdf
https://www.ivis.co.uk/media/13877/principles-of-remuneration-2020-final.pdf
https://www.ivis.co.uk/media/13878/2019-letter-of-introduction-for-principles-of-remuneration-final.pdf
https://www.ivis.co.uk/media/13878/2019-letter-of-introduction-for-principles-of-remuneration-final.pdf
https://www.ashurst.com/en/news-and-insights/legal-updates/the-investment-association-s-latest-thoughts-on-executive-director-remuneration/
https://www.ashurst.com/en/news-and-insights/legal-updates/the-investment-association-s-latest-thoughts-on-executive-director-remuneration/
https://www.ashurst.com/en/news-and-insights/legal-updates/the-investment-association-s-latest-thoughts-on-executive-director-remuneration/
https://www.ashurst.com/en/news-and-insights/legal-updates/half-way-through-the-year-what-should-remuneration-committees-be-doing/
https://www.ashurst.com/en/news-and-insights/legal-updates/half-way-through-the-year-what-should-remuneration-committees-be-doing/
https://www.plsa.co.uk/Portals/0/Documents/Policy-Documents/2019/Hidden-Talent-2-Has-workforce-reporting-by-the-FTSE-100-improved.pdf
https://www.plsa.co.uk/Portals/0/Documents/Policy-Documents/2019/Hidden-Talent-2-Has-workforce-reporting-by-the-FTSE-100-improved.pdf
https://www.plsa.co.uk/Policy-and-Research/Document-library/Hidden-Talent-2-Has-workforce-reporting-improved
https://www.plsa.co.uk/Policy-and-Research/Document-library/Hidden-Talent-2-Has-workforce-reporting-improved
https://www.frc.org.uk/getattachment/59871f9b-df44-4af4-ba1c-260e45b2aa3b/LAB-Workforce-v8.pdf
https://www.frc.org.uk/getattachment/59871f9b-df44-4af4-ba1c-260e45b2aa3b/LAB-Workforce-v8.pdf
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what risks and opportunities may arise in the 

future. They are also interested in, for 

example, working conditions, changing 

contractual arrangements and the effects of 

automation. Investors, and other 

stakeholders also want companies to report 

on areas such as culture, employee 

engagement and the workforce environment. 

The report finds overwhelming investor 

support for clearer and more detailed 

disclosures. 

Climate Change Reporting 

Climate change repercussions and reporting on 

them have continued to move up the agenda of 

Government, regulators and shareholders. In a 

joint statement issued in July 2019 by the 

Prudential Regulation Authority, the FCA , the 

FRC and the Pensions Regulator, climate 

change was acknowledged as one of the 

defining issues of our times.  

The following developments, all of which we 

have noted in our 2019 Quoted Company 

Newsletters, are worth recapping: 

• European Commission guidelines. In 

June 2019, the European Commission 

published non-binding guidelines on 

reporting climate-related information for 

those large companies that fall within the 

scope of the Non-Financial Reporting 

Directive (NFRD). The guidelines integrate 

the recommendations of the Taskforce on 

Climate-related Financial Disclosures (TCFD) 

(see table below for a summary of the TCFD 

recommendations) and provide guidance 

that is consistent with both the NFRD and 

the TCFD. An annex explains how the NFRD 

reporting requirements can be combined 

with the TCFD's recommendations.  

The guidelines suggest that most companies 

within the scope of the NFRD "are likely to 

conclude" that climate change is a material 

issue for them, and advise those companies 

that do not "to consider" making a statement 

to that effect and explaining how that 

conclusion has been reached.  

• UK Government Green Finance Strategy. 

In July 2019, the Government launched its 

Green Finance Strategy for transforming 

finance for a greener future. Actions and 

proposals affecting listed companies include 

(i) expecting all listed companies (and large 

asset owners) to make disclosures in line 

with the TCFD by 2022; and (ii) supporting 

benchmarking initiatives to compare 

companies' performance in key areas such 

as sustainability and impact on the UN 

Sustainable Development Goals.   

• FCA feedback statement on climate 

change and green finance. In October 

2019, the FCA issued a feedback statement 

(FS 19/6) on its Discussion Paper on climate 

change and green finance that it had issued 

in December 2018 (DP 18/8). As regards 

listed issuers, the FCA wants to ensure that 

issuers provide markets with readily 

available, reliable and consistent information 

on their exposure to material climate change 

risks and opportunities. 

Accordingly, the FCA intends to consult in 

early 2020 on proposals to introduce new 

"comply or explain" climate change 

disclosures for certain listed issuers. These 

new disclosures will be aligned with the 

TCFD. The FCA also intends to clarify existing 

disclosure obligations relating to climate 

change risks. Both these FCA developments 

are still awaited at the time of writing.  

• FRC Lab report on climate-related 

reporting. Also in October 2019, the FRC's 

Financial Reporting Lab (the Lab) published 

"Climate-related reporting. Where to next?" 

Among other things, it states that companies 

can do more to meet investors' expectations 

for clearer reporting on climate-related 

matters, both in the quality and granularity 

of information they provide. To this end, it 

notes that investors support reporting in line 

with the TCFD and its four core elements of 

recommended climate-related financial 

disclosures.  

The report sets out investor and company 

views on the four TCFD core elements 

including questions that companies should 

ask themselves to help develop their 

reporting. It also outlines areas of 

developing reporting practice and includes 

links to examples and extracts from annual 

reports. 

• BlackRock call for improved 

sustainability disclosures for 

shareholders. In January 2020, the CEO of 

BlackRock, in his annual letter to CEOs, 

stated that BlackRock will be putting 

https://www.frc.org.uk/news/july-2019/regulators-welcome-government-s-green-finance-stra
https://ec.europa.eu/finance/docs/policy/190618-climate-related-information-reporting-guidelines_en.pdf
https://ec.europa.eu/finance/docs/policy/190618-climate-related-information-reporting-guidelines_en.pdf
https://www.fsb-tcfd.org/
https://www.fsb-tcfd.org/
https://www.gov.uk/government/publications/green-finance-strategy
https://www.fca.org.uk/publication/feedback/fs19-6.pdf
https://www.frc.org.uk/news/october-2019/investors-seek-clearer-reporting-on-climate-relate
https://www.blackrock.com/corporate/investor-relations/larry-fink-ceo-letter
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sustainability at the centre of its investment 

approach. As part of this, he calls for 

improved disclosure by companies to enable 

investors to have a clearer picture of how 

companies are managing sustainability-

related questions (not just climate change, 

but issues such as how a company protects 

its clients' data and the sustainability of its 

supply chain).  

In particular, BlackRock is asking companies 

that it invests in to publish a disclosure by 

the year-end that is in line with the 

Sustainability Accounting Standards Board 

standards for reporting sustainability 

information and also, in relation to climate-

related information and risks, to report in 

line with the TCFD.  

• State Street announce environmental, 

social and governance (ESG) 

performance rating system. Also in 

January 2020, the CEO of State Street 

announced that it is planning to start voting 

against the boards of big companies that lag 

behind on environmental, social and 

governance (ESG) standards. To that end, it 

has launched a scoring system to measure 

company ESG performance, based on the 

Sustainable Accounting Standards Board 

materiality framework.  

Companies have also been responding to the 

climate change challenge. In 2019, we saw BP 

plc accede to a shareholder requisitioned 

resolution relating to climate change 

disclosures. In 2020 we saw the pledge by the 

UK Sustainable Aviation Coalition to achieve 

net-zero carbon emissions by 2050.  

And it is not just the big carbon emitters. In 

September 2019, in a joint press release issued 

by a coalition of the United Nations Global 

Compact, the Science Based Targets Initiative 

and the We Mean Business, it was noted that 

87 companies had signed up to the new 

"Business Ambition for 1.5 per cent – Our Only 

Future" initiative. Companies included 

Burberry, Vodafone, Unilever and AstraZeneca. 

Also, in January 2020, a number of companies 

made net zero commitments, with Microsoft 

and Sky pledging to become carbon negative 

by 2030 amongst other commitments. 

 

 

TCFD: KEY POINTS 

The TCFD is a framework for disclosing 
exposure to climate-related risks and 
opportunities (CRO), based around four 
core elements:  

• governance;  
• strategy;  
• risk management; and  
• metrics and targets.  
 
The TCFD involves companies disclosing: a 
company's governance system around 

CRO; the actual and potential impacts, 
where material, on its business, strategy 
and financial planning of CRO; how the 
company identifies, assesses and manages 

CRO; and what metrics and targets the 
company uses. 
 

Whilst the TCFD is currently voluntary, it is 
clear from the above that regulation 
(perhaps on a comply or explain basis) is 
on its way and that, in general, investors 
strongly support the TCFD.  
 

Companies need to consider whether to 
start to apply the TCFD now or wait for 
regulation. Signatories to the UN Principles 
of Responsible Investment face mandatory 
requirements to report against some of the 

TCFD's requirements by the end of March 
2020. 

 

Diversity Reporting 

Hampton Alexander Review - 2019 update 

report – strongest year of progress for 

women on boards but step-change needed 

for women in senior leadership roles. In 

November 2019, the Hampton-Alexander 

Review published its annual report on progress 

made on the recommendations set out in its 

FTSE Women Leaders' Review. The 2019 report 

notes that as regards the board level diversity 

target (33 per cent women by the end of 

2020), the FTSE 100 is on track to meet the 

target ahead of the end of 2020 deadline. The 

FTSE 250, having seen its best ever year in 

terms of board appointments of women, is now 

also set to achieve the target by the end of 

2020 if it continues at the same pace. The 

report also notes that the number of "one and 

done" boards is markedly reduced.  

 

 

https://www.ssga.com/us/en/institutional/ic/insights/informing-better-decisions-with-esg
https://www.sustainableaviation.co.uk/news/uk-aviation-commits-to-net-zero-carbon-emissions-by-2050/
https://sciencebasedtargets.org/2019/09/22/87-major-companies-lead-the-way-towards-a-1-5c-future-at-un-climate-action-summit/
https://news.microsoft.com/2020/01/16/microsoft-announces-it-will-be-carbon-negative-by-2030/
https://news.sky.com/story/sky-pledges-to-go-net-zero-carbon-by-2030-11925723
https://www.fsb-tcfd.org/
https://ftsewomenleaders.com/
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However, as regards the target of 33 per cent 

women on executive committees and within 

their direct reports (leadership teams), there 

are still too many companies "well adrift" of the 

target. Neither the FTSE 100 nor FTSE 250 are 

set to achieve that target by the end of 2020 

unless half of all available appointments go to 

women. 

Parker review on the ethnic diversity of 

boards: meeting targets looks very 

challenging. The Parker review, established in 

2017, has set targets on a number of matters 

designed to enhance the ethnic diversity of 

boards. These include that FTSE 100 companies 

should have at least one board member of 

colour by 2021 and the same for FTSE 250 

boards by 2024.  

In its most recent update report, issued in 

February 2020, entitled "Ethnic Diversity 

Enriching Business Leadership" it notes that 59 

per cent of the 256 companies it surveyed did 

not meet the target of having one director of 

colour. It said while the target seemed 

achievable when launched in 2017, it was now 

looking very challenging. It urges those who 

have not met the target to seriously reflect on 

the views given in the update report and 

carefully consider their commitment to 

diversity especially in the form of race and 

ethnicity across their organisation.  

Miscellaneous 

Announcement of financial results 

The Market Abuse Regulation (EU) 596/2014 

(MAR) requires an issuer to inform the public 

as soon as possible of any inside information 

which directly concerns that issuer, unless the 

narrow circumstances to delay disclosure set 

out in Articles 17(4) and (5) of MAR apply. This 

obligation applies even when an issuer is in the 

process of preparing periodic financial reports. 

It is possible that there could be an individual 

piece of financial information within the overall 

results which could be extracted and published 

in isolation. 

In April 2019, the FCA republished its technical 

note on the topic following a consultation. Key 

practice points are set out in the table 

adjacent. 

 

DISCLOSURE OF PERIODIC FINANCIAL 

INFORMATION: KEY POINTS 

A company's ability to delay disclosure for 
"legitimate interests" when publishing regular 
financial information is limited. In many 
circumstances, disclosure of a particular piece 
of information outside of publication of the full 
set of financial results will not be misleading. 

It is not possible to delay disclosure solely 
because of a pending board approval, unless 
the information is not sufficiently precise until 
the approval has been obtained. 

Information in financial results is not 

necessarily inside information. If a company 

has issued a trading update at the close of the 
relevant financial period, it is less likely that a 
results announcements will contain inside 
information. 

Results announcements should not therefore 

as a rule contain an inside information rubric. 

 

We are not expecting a fundamental change in 

practice as a result of the new technical note. 

However, disclosure of financial results is 

increasingly the subject of investor and 

regulatory focus and requires careful 

consideration by boards. Before preparing 

financial results, it might be helpful for boards 

to consider practical examples of how material 

information could emerge during the process 

and to agree provisionally how such 

information might be treated. This is a complex 

area and one where issuers should take advice 

based on the specific facts in the context of the 

FCA guidance set out in the new technical note. 

Click here for our newsflash on the revised 

technical note. 

Future of corporate reporting. In October 

2018, the FRC launched a project to consider 

the future of corporate reporting. It seeks to 

reconcile the increasing demands on the form 

and content of annual reports and to develop 

thought leadership proposals and 

recommendations for changes in regulation and 

practice governing corporate reporting. The 

FRC has stated that it expects to publish a 

thought leadership paper consolidating the 

outcomes of the project in 2020.  

Alternative performance measures. 

Although this briefing concentrates on narrative 

reporting rather than financial reporting, it is 

worth mentioning that in relation to alternative 

https://www.gov.uk/government/publications/ethnic-diversity-of-uk-boards-the-parker-review
https://assets.ey.com/content/dam/ey-sites/ey-com/en_uk/news/2020/02/ey-parker-review-2020-report-final.pdf
https://www.fca.org.uk/publication/ukla/tn-506-2.pdf
https://www.fca.org.uk/publication/ukla/tn-506-2.pdf
https://www.ashurst.com/en/news-and-insights/legal-updates/fca-guidance-on-periodic-financial-information-and-inside-information/?utm_source=bd&utm_medium=email
https://www.frc.org.uk/accountants/accounting-and-reporting-policy/clear-and-concise-and-wider-corporate-reporting/frc-future-of-corporate-reporting-project
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performance measures (APMs), that is financial 

measures that are an alternative to a measure 

defined or specified in the applicable financial 

reporting framework, the European Securities & 

Markets Authority (ESMA), in December 2019, 

issued a report on the use of APMs and 

compliance with ESMA's APM Guidelines. ESMA 

states that issuers need to improve their 

performance as regards APMs and that only a 

minority of issuers currently comply with the 

principles in their ESMA guidelines.  

European Single Electronic Format. 

Although not relevant for narrative reporting, 

the European Single Electronic Format (ESEF) 

applies for financial years beginning on or after 

1 January 2020 and will require companies on 

EU regulated markets to report their RIS 

announcement of financial information (this 

does not apply to the statutory annual report 

and accounts issued to shareholders) in digital, 

machine-readable specified format.  

Other Reporting Requirements 

This section briefly notes other reporting 

requirements which, whilst not for the annual 

report, are required reporting for relevant 

companies and some companies may choose to 

note them in their annual reports as well.  

Annual tax strategy reporting. As a result of 

the Finance Act 2016, certain very large 

businesses should publish an annual Tax 

Strategy on their websites. They should 

address matters such as their approach to risk 

management and governance arrangements in 

respect of UK tax, their attitude to tax planning 

for UK tax and the level of risk they are 

prepared to accept in relation to UK tax. HMRC 

has issued guidance entitled "Publish your large 

business tax strategy", last updated in June 

2018. 

Annual modern slavery reporting. For 

companies in scope, section 54 of the Modern 

Slavery Act 2015 requires an annual website 

statement of the steps the company has taken 

to ensure that slavery and human trafficking is 

not taking place in any of its supply chains, and 

in any part of its own business. The 

requirement is supported by Home Office 

Guidance entitled "Slavery and human 

trafficking in supply chains: guidance for 

businesses", last updated in October 2018.  

In July 2019 there was a consultation on 

changes to the Act. This is now closed and the 

results are awaited. 

Bi-annual reporting on business payment 

practices and performance. The Reporting 

on Payment Practices and Performance 

Regulations 2017 require certain large 

companies to report, twice a year, on their 

payment practices and performance. The 

regulations are supported by guidance issued 

by the Department for Business, Energy and 

Industrial Strategy entitled "Guidance to 

reporting on payment practices and 

performance". Reports must be published on a 

publicly accessible Government website.   

In December 2019, the report by Sir Donald 

Brydon of his review into the quality and 

effectiveness of audit was published. One of his 

recommendations as regards disclosures is that 

supplier payment disclosures should be brought 

into annual reports and subject to a level of 

audit. Whether or not this and other 

recommendations are taken up remains to be 

seen. (For more on the Brydon report, see our 

Q4 Quoted Company Newsletter.) 

Annual gender pay reporting. Regulations 

on mandatory gender pay gap reporting apply 

to each group company which employs 250 or 

more employees. Reports are publicly 

accessible on the Government website as well 

as companies' own websites. The next set of 

gender pay data must be published by 4 April 

2020, showing the position as at 5 April 2019. 

In supporting narratives, companies may wish 

to comment on their latest figures and report 

on progress against any targets set. For some 

suggestions as to how employers can close 

their gender pay gap, please see our briefing. 

 

 

https://www.esma.europa.eu/press-news/esma-news/esma-eu-issuers-need-improve-their-disclosure-alternative-performance-measures
https://www.esma.europa.eu/press-news/esma-news/esma-eu-issuers-need-improve-their-disclosure-alternative-performance-measures
https://www.esma.europa.eu/press-news/esma-news/esma-publishes-final-guidelines-alternative-performance-measures
https://www.esma.europa.eu/policy-activities/corporate-disclosure/european-single-electronic-format
https://www.gov.uk/government/consultations/transparency-in-supply-chains
https://www.ashurst.com/en/news-and-insights/legal-updates/uk-quoted-company-newsletter-q4-2019/
file:///C:/Users/vdm/AppData/Roaming/iManage/Work/Recent/Marrison_%20Vanessa%20-%20Public%20_%20Private%20Workspace/Annual%20gender%20pay%20reporting.%20Regulations%20on%20mandatory%20gender%20pay%20gap%20reporting%20apply%20to%20each%20group%20company%20which%20employs%20250%20or%20more%20employees.%20Reports%20are%20publicly%20accessible%20on%20the%20Government%20website%20as%20well%20as%20companies'%20own%20websites.%20The%20next%20set%20of%20gender%20pay%20data%20must%20be%20published%20by%204%20April%202020,%20showing%20the%20position%20as%20at%205%20April%202019.%20In%20your%20supporting%20narrative,%20you%20may%20wish%20to%20comment%20on%20the%20latest%20figures%20and%20report%20on%20progress%20against%20any%20targets%20you%20may%20have%20set.
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The UK Corporate Governance Environment 

Below is a table of some (but not all) 2019 publications (and some from 2018) and links to them, 

which may be useful to companies both for the 2020 AGM and reporting season and also generally. 

Title Date 

Financial Reporting Council  

UK Corporate Governance Code  July 2018 

Guidance on Board Effectiveness  July 2018 

Guidance on the Strategic Report  July 2018 

Annual Review of the UK Corporate Governance Code January 2020 

Annual Review of Corporate Reporting October 2019 

Summary of Key Developments for 2019/2020 Annual Reports (year-end letter) October 2019 

Workforce-related corporate reporting: Where to next? January 2020 

Climate-related reporting: Where to next? October 2019 

The Department for Business, Energy and Industrial Strategy  

The Companies (Miscellaneous Reporting) Regulations 2018 January 2019 

The Companies (Miscellaneous Reporting) Regulations 2018 Q&A November 2018 

The Companies (Directors' Report) and Limited Liability Partnerships (Energy 
and Carbon Report) Regulations 2018 

April 2019 

Environmental Reporting Guidelines including streamlined energy and carbon 
reporting guidance 

March 2019 

Financial Conduct Authority  

Feedback statement (FS 19/6) on climate change and green finance October 2019 

Technical note on periodic financial information and inside information April 2019  

Investment Association   

IA Position Paper on Executive Director Pension Provision September 2019 

IA Public Register statement August 2019 

Position on executive director pension provision September 2019 

Voting guidelines  

ISS UK and Ireland Proxy Voting Guidelines February 2020 

Glass Lewis Proxy Paper Guidelines for the UK  2020 

Miscellaneous  

Case studies from directors on section 172 duties issued by the Institute of 
Chartered Accountants in Scotland  

January 2020 

GC100 "Guidance on directors' duties: section 172 and stakeholder 
considerations" 

October 2018 

PLSA report on – Hidden Talent 2: Has workforce reporting improved? April 2019 

 

https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.pdf
https://www.frc.org.uk/getattachment/61232f60-a338-471b-ba5a-bfed25219147/2018-Guidance-on-Board-Effectiveness-FINAL.PDF
https://www.frc.org.uk/getattachment/fb05dd7b-c76c-424e-9daf-4293c9fa2d6a/Guidance-on-the-Strategic-Report-31-7-18.pdf
https://www.frc.org.uk/getattachment/53799a2d-824e-4e15-9325-33eb6a30f063/Annual-Review-of-the-UK-Corporate-Governance-Code,-Jan-2020_Final.pdf
https://www.frc.org.uk/getattachment/b3b6cd43-7ade-4790-959e-3b84d59a7253/Developments-in-Corporate-Reporting-2019-FINAL-Full.pdf
https://www.frc.org.uk/getattachment/1cd740cd-f5b8-416c-b9b8-bebbddd4eaa3/Year-end-letter.pdf
https://www.frc.org.uk/getattachment/59871f9b-df44-4af4-ba1c-260e45b2aa3b/LAB-Workforce-v8.pdf
https://www.frc.org.uk/news/october-2019/investors-seek-clearer-reporting-on-climate-relate
https://www.legislation.gov.uk/uksi/2018/860/contents/made
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/755002/The_Companies__Miscellaneous_Reporting__Regulations_2018_QA_-_Publication_Version_2__1_.pdf
https://www.legislation.gov.uk/uksi/2018/1155/contents/made
https://www.legislation.gov.uk/uksi/2018/1155/contents/made
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/850130/Env-reporting-guidance_inc_SECR_31March.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/850130/Env-reporting-guidance_inc_SECR_31March.pdf
https://www.fca.org.uk/publication/feedback/fs19-6.pdf
https://www.plsa.co.uk/Portals/0/Documents/Policy-Documents/2019/Hidden-Talent-2-Has-workforce-reporting-by-the-FTSE-100-improved.pdf
https://www.ivis.co.uk/media/13876/executive-pensions-for-2020-final.pdf
https://www.theinvestmentassociation.org/publicregister.html
https://www.ivis.co.uk/media/13876/executive-pensions-for-2020-final.pdf
https://www.issgovernance.com/file/policy/active/emea/UK-and-Ireland-Voting-Guidelines.pdf
https://www.glasslewis.com/wp-content/uploads/2016/11/Guidelines_UK.pdf
https://www.icas.com/professional-resources/business-and-governance/support-and-guidance/directors-case-studies-on-their-wider-section-172-responsibilities
https://uk.practicallaw.thomsonreuters.com/Link/Document/Blob/I59d0a3ddd47f11e8a5b3e3d9e23d7429.pdf?targetType=PLC-multimedia&originationContext=document&transitionType=DocumentImage&uniqueId=c902924c-3e21-4f56-93a4-9cd5705d4f23&contextData=%28sc.Default%29&navId=C7861959E1AAD39EFE7FA8F41A468E44&comp=pluk
https://uk.practicallaw.thomsonreuters.com/Link/Document/Blob/I59d0a3ddd47f11e8a5b3e3d9e23d7429.pdf?targetType=PLC-multimedia&originationContext=document&transitionType=DocumentImage&uniqueId=c902924c-3e21-4f56-93a4-9cd5705d4f23&contextData=%28sc.Default%29&navId=C7861959E1AAD39EFE7FA8F41A468E44&comp=pluk
https://www.plsa.co.uk/Portals/0/Documents/Policy-Documents/2019/Hidden-Talent-2-Has-workforce-reporting-by-the-FTSE-100-improved.pdf
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