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Introduction

In August 2018, the Government issued a response to its March 2018 consultation; Insolvency and Corporate Governance, 
which was published in the aftermath of the Carillion collapse earlier that year. In its response, the Department of Business, 
Energy and Industrial Strategy (BEIS) revealed that there were significant concerns raised over the UK’s dividend payments 
framework; in particular, how companies pay dividends even when in financial distress. Respondents to the consultation 
argued strongly for greater transparency regarding the affordability of dividend payments. The Government was also 
concerned about companies avoiding an annual shareholder vote on dividends by only paying interim dividends, which goes 
against the advice given by shareholder advisory groups such as the Pensions & Investment Research Consultants Ltd (PIRC) 
and Pensions and Lifetime Savings Association (PLSA). The Government has asked the Investment Association to report on 
the prevalence of the practice of paying interims-only. The results of this report are yet to be announced.

Shortly before the Government’s response document was issued, LexisPSL Corporate produced a Market Tracker Trend 
Report on Dividends, which looked at dividend payment practices across the FTSE 350, and showed that the vast majority 
of FTSE 350 companies (82%) paid at least one interim dividend, and that 13% of FTSE 350 companies paid only interim 
dividends, meaning that they generally did not go to shareholders for approval of dividends. 

The 2018 Dividends report also revealed that a small number of FTSE 350 companies paid their final dividends as if they were 
interim dividends, usually by giving their directors special authority in the articles of association to approve final dividends and 
thereby bypassing the requirement to obtain shareholder approval for final dividends. This practice is certainly not aligned 
with the Government’s stated preference for shareholders to have an annual vote on dividends. 

The Government has made clear that if the Investment Association’s report shows that the practice of paying interim-only 
dividends is widespread, it intends to take further steps to ensure that shareholders have an annual vote. 

In light of this, LexisPSL Corporate has undertaken further and updated research to assess whether there have been any 
changes in relation to dividend volume since our 2018 Dividends report, and in particular whether any companies have curbed 
the use of interims given the increasing scrutiny of their use. 

“The Government has asked the Investment Association to assess the prevalence of 
this practice looking at evidence from the current reporting season, and to report its 
findings. The Government expects that investor pressure including if necessary formal 
investor guidelines will be enough to ensure that shareholders have an opportunity to 
vote on dividends. If this is not the case, the Government will legislate or take other 
steps to ensure that, for listed companies, there is at least one shareholder vote on 
dividends each year.”

Government response document, August 2018, para 1.53

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/691857/Condoc_-_Insolvency_and_Corporate_Governance_FINAL_.pdf
https://blogs.lexisnexis.co.uk/content/corporate-law/market-tracker-trend-report-dividends
https://blogs.lexisnexis.co.uk/content/corporate-law/market-tracker-trend-report-dividends
https://blogs.lexisnexis.co.uk/content/corporate-law/market-tracker-trend-report-dividends
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf
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Scope

LexisPSL Corporate has looked at the payment of cash dividends by the FTSE 350 index constituents (as quoted at 28 
September 2018) with a financial year ending between 1 July 2017 and 30 June 2018, holding an annual general meeting 
(AGM) between 9 November 2017 and 10 December 2018 (the Research Period). The Research Period falls almost exactly 
one year on from the period covered in the 2018 Dividends report.

The research includes final, interim and special dividends announced and/or paid within the Research Period. 345 companies 
were within our scope, as 5 companies within the FTSE 350 at the quoted date were newly listed, and therefore did not have 
a financial year end within the Research Period. 

Volume of dividends

Across the FTSE 350 in the Research Period, 268 (78%) companies paid a final dividend, either on its own (26 companies (8%)) 
or in combination with interim or special dividends (242 companies (70%)). In comparison with the previous period’s figures, 
there was a slight increase in the overall number of final dividends paid (from 260 final dividends paid (74%)) and an increase 
in the number of companies paying only final dividends (in 2018, there were 20 companies (6%) paying final dividends only).

287 companies (83%) paid at least one interim dividend in the Research Period (almost exactly the same as the previous 
period, in which 288 companies (83%) paid interim dividends).

The number of companies paying no dividends at all decreased in the Research Period compared to the previous year’s 
statistics from 38 companies (11%) to 32 companies (9%). 29 of those companies not paying a dividend were within the FTSE 
250 with only 3 in the FTSE 100.

As displayed clearly in the graph above, most companies paid a combination of final and interim dividends (211 companies 
(61%)), and this figure remained almost flat when splitting out the statistics to compare FTSE 250 and the FTSE 100.

Dividend by type—FTSE 350

Final only Final and interim dividends

Final, interim and special dividends Interim only 

Interim and special dividends No dividend

“In an age of low interest rates, shares and companies that pay healthy dividends 
- and sustain that policy over the long term - are of obvious interest to investors.  
Indeed, this issue seems to have hit the Government’s radar because of recent 
concerns expressed by the investment community.”

Martin Webster, Pinsent Masons LLP

https://blogs.lexisnexis.co.uk/content/corporate-law/market-tracker-trend-report-dividends
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Final dividends—a closer look

In last year’s report, we identified a small number of companies paying a final dividend without going to shareholders with 
an ordinary resolution to approve it, which goes against generally accepted practice, PIRC and PLSA guidelines, and the 
sentiments of the Government in their recent response document. This practice has continued, and, in fact, increased a 
little in this Research Period. A total of 8 companies (3 FTSE 100 and 5 FTSE 250 companies) paid final dividends without 
proposing approving ordinary resolutions at the AGM. 

All 8 companies said that their board had requisite authority to declare and pay a final, end-of-year dividend, and therefore 
did not go to shareholders for its approval. In 7 out of the 8 instances, the articles of association of the company give specific 
authority to the board to declare and pay all dividends, including final dividends, without shareholder approval. 

“The Board may, subject to the 
applicable provisions of the 
Companies Law, from time to 
time declare, and cause the 
Company to pay, such dividend 
as may appear to the Board 
to be justified by the profits 
of the Company. The Board 
shall determine the time for 
payment of such dividends, 
both interim and final, and the 
record date for determining the 
shareholders entitled thereto.”

Extract from the articles of association 
of a FTSE 250 company incorporated 
outside the UK

“…The board may also from time to 
time pay one or more dividends (as 
interim or final dividends) on shares of 
any class of such amounts and on such 
dates and in respect of such periods as 
it thinks fit.”

Extract from the articles of association of a FTSE 
100 company incorporated in the UK

“The Company’s Articles of Association 
permit the Board to pay interim 
and final dividends. [The Company] 
uses this authority rather than seek 
shareholder approval of the final 
dividend, as to do so would delay its 
payment to you.”

Extract from the notice of AGM of a FTSE 100 
company incorporated in the UK

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf
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In one of the 8 instances, there was no specific authority given to the directors in the articles of association, but the company 
(incorporated in the UK) stated in its annual report that final dividends do not require shareholder approval, and that the board 
changed its approach to dividends several years ago to enable payment to be made promptly before the AGM.

Enabling prompt payment was a reason given for payment of final dividends via this alternative method in a number of cases. 
It could be argued that this does not go against the�PLSA’s�Corporate�Governance�Policy�and�Voting�Guidelines�2019, which 
state:

There was no stand-out trend in terms of what industry these 8 companies operated in, as displayed below. In relation to the 
companies' country of incorporation, 50% were incorporated in England and Wales, and the other 50% were incorporated in a 
mixture of other countries, also shown below.

“if shareholder approval is not sought for the approval of the final dividend, 
investors may wish to consider submitting a shareholder resolution or voting against 
the company’s report and accounts, except where companies can demonstrate 
that changing their practice to seek shareholder approval of the dividend would 
significantly delay payment, to the material disadvantage of shareholders.”

Final dividends without 
shareholder approval—industry sector

Financial services Mining, metals & extraction

Investment Professional services Banking and finance

Media and telecommunications

Final dividends without 
shareholder approval—country of incorporation

England and Wales

Guernsey

Canada

Israel

Bermuda

“The need to seek 
shareholder approval 
for a dividend may well 
delay the payment date.  
But other factors within 
a company’s control can 
also affect timing – how 
long it takes to publish 
its Annual Report and 
the AGM notice, the 
date chosen for the 
AGM and the gap that 
occurs before payment 
is actually made (where 
practice can vary 
greatly).  Availability of 
funds may be a more 
matter-of-fact reason for 
delay, particularly where 
seasonality can influence 
cash flow.”

Jonathan Beastall, Pinsent 
Masons LLP

https://www.plsa.co.uk/Policy-and-Research/Document-library/2019-Corporate-Governance-Policy-and-Voting-Guide
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Interim dividends—a closer look

As summarised above, one of the Government’s key concerns is the breadth of the practice of paying only interim dividends, 
resulting in shareholders not being given an opportunity to vote on dividends. This section delves more deeply into the 
statistics on interim (and special) dividend payments. 

There were 45 companies (13%) paying solely interim or special dividends in the Research Period. However, it was not the case 
that all 45 companies failed to go to their shareholders with a resolution to approve such dividends. 13 of those 45 companies 
(29%) did put forward a resolution at their AGM either to sanction previous interim dividends, approve proposed interim 
dividends or to approve the company’s dividend policy.

These cases would appear to be in line with the PIRC shareholder voting guidelines (available for a fee from the PIRC 
website), which state:

Interim dividends with approval—type of resolution

Resolution to sanction dividends already paid

Approval for future dividends

Forward-looking approval of dividend policy

“shareowners should have an annual opportunity to approve the company's dividend 
policy, or at a minimum any dividend(s) paid or proposed relating to the year 
under review, whether interim, special or final, and whether or not there is a legal 
requirement to do so”.

“The Company’s policy is to pay dividends on a quarterly basis… As the last dividend 
in respect of any financial period is payable prior to the relevant annual general 
meeting, it is declared as an interim dividend and accordingly, there is no final 
dividend payable. The Board is conscious that this means that Shareholders will not 
be given the opportunity to vote on the payment of a final dividend. Accordingly, it 
has been decided that Shareholders will be asked to confirm their approval of the 
Company’s current dividend policy to continue to pay quarterly interim dividends.”

Extract from the notice of AGM of a FTSE 250 company, incorporate outside the UK

http://pirc.co.uk/news-and-resources2/guidelines
http://pirc.co.uk/news-and-resources2/guidelines
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When looking at the countries of incorporation of those 13 companies, it was notable that only three countries were listed: 
Guernsey (6), Jersey (1) and England & Wales (6).

When these 13 companies are removed from the pool of companies proposing only interim or special dividends, it reveals that 
the true number of companies paying such dividends without going to shareholders for approval is not 45 but 32 companies 
(9% of the FTSE 350). 

Returning to look at those 32 companies paying only interim or special dividends without obtaining shareholder approval  
in any form, 17 were FTSE 100 companies (53%), and 15 were FTSE 250 (47%),  and over 75% were incorporated in  
England & Wales. 

Guernsey Jersey England and Wales

Approval of interim dividends—country of incorporation

Isle of Man ScotlandJersey

England & Wales Guernsey Ireland

Interim dividends without approval—country of incorporation

"On these figures, it seems the Government’s concern that there may be a widespread 
practice of denying investors a vote on dividends is misplaced. Shareholders rarely, 
if ever, vote down a dividend, but the presence of a dividend resolution on the AGM 
notice may be seen as an opportunity for shareholders to engage with a company 
to ensure a sustainable long term dividend policy.  In any event, clarity as to what 
investors regard as best practice and good governance will be preferable to new 
legislation.  The requirement for a board to have regard to other stakeholder interests 
and to report annually on what it has done in that area, plus its work on a long term 
viability statement, could already be having an effect."

Martin Webster, Pinsent Masons LLP
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As mentioned above, in the Government’s response document, a statement was made that the Government had asked the 
Investment Association to report on the prevalence of the practice of paying only interim dividends and therefore avoiding an 
annual shareholder vote on dividends. 

In an interview with the Investment Association in April 2019, LexisPSL Corporate was given insights into its ongoing research 
project on dividends being carried out at the request of BEIS. The Investment Association told us about the data it has been 
looking at, described some of its research methods and gave an update on the forthcoming publication of the final report. 

What led to the Investment Association’s involvement in the current dividends research?

In its June�2018�response to the BEIS Consultation on Insolvency and Corporate Governance, the Investment Association 
raised its concerns regarding company dividend disclosures and approval of dividends. The Investment Association’s response 
highlighted the potential inconsistencies between a company’s reporting of the financial position and the reality of their 
situation, together with a lack of meaningful information on capital allocation decisions, which play a vital role in determining a 
company’s long term success. 

The Investment Association was first alerted to such concerns about dividends at a round-table with various of its members, 
at which it was mentioned anecdotally that many had noticed an increasing prevalence of the payment of interim dividends 
by companies, resulting in the avoidance of a shareholder resolution on dividends at the AGM.  The Investment Association’s 
members perceive the lack of an annual resolution on dividends negatively, because an annual vote is a crucial opportunity 
for shareholders to engage with companies on dividends.  In addition, it is in the interests of the Investment Association’s 
members for dividend payments to be sustainable in the long term, so better visibility of capital allocation strategies and how 
such strategies determine dividend payments is desired.

The Investment Association’s response and recommendations led to the request from BEIS for it to carry out research into 
dividend practices, as set out in the Government response document, published in August 2018. 

Investment Association interview

“Investors are also concerned about companies that exclusively submit interim 
dividend payments, seemingly to avoid shareholder votes on final dividend payments. 
This policy takes dividend approval away from shareholder scrutiny. Government 
should mandate a once yearly shareholder vote on dividend payments”

The Investment Association response to BEIS Consultation on Insolvency and Corporate Governance, June 
2018.

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf
https://www.theinvestmentassociation.org/assets/files/BEIS_consultation_on_Insolvency_and_Corporate_Governance_-_IA_response.pdf
https://www.gov.uk/government/consultations/insolvency-and-corporate-governance
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf
https://www.theinvestmentassociation.org/assets/files/BEIS_consultation_on_Insolvency_and_Corporate_Governance_-_IA_response.pdf
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What data is the Investment Association looking at, and what methods are being used? 

The Investment Association’s dividends research process started towards the end of 2018. It has looked at one year’s 
worth of data on dividend practices across the whole FTSE All-Share Index. During the course of its research, it has 
contacted and spoken with many companies who were identified as paying only interim dividends to get an understanding 
as to why those companies are not putting forward an annual resolution to shareholders. The Investment Association felt 
that having this one-to-one contact with companies was very important, rather than looking at hard-statistics in isolation, 
so that it could find out whether companies have given consideration to their dividend payment practices and/or have 
justified practical or operational reasons for paying dividends in this way.

The Investment Association also explained that another important reason for its one-on-one engagement with companies 
is that it is not only tasked by BEIS with analysing the data on dividends across the FTSE All-Share Index, but has also been 
asked to provide BEIS with recommendations on potential reform, best practice and good governance regarding dividend 
practices and approval. The Investment Association believes that having direct contact with companies was crucial in 
enabling them to come up with practical and realistic recommendations. 

What is the expected timing of publication?

The Investment Association’s report and recommendations are finalised and currently with BEIS for review. An exact 
publication date could not be given, but it is expected to be released “very soon”.

LexisPSL Corporate has arranged to speak with the Investment Association again following the report’s publication.
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Martin Webster
Partner
Pinsent Masons LLP

Martin is based in the London office of Pinsent Masons and focuses on advising 
listed companies on a wide range of governance issues.  Martin is the editor 
and main author of the Institute of Directors’ leading publication, The Director’s 
Handbook, now in its third edition, and has contributed to the London Stock 
Exchange’s guide to Corporate Governance for Main Market and AIM Companies.    
He also lectures and writes extensively on governance and corporate law, as well 
as providing training for the boards and individual directors of listed companies.
He writes a popular one page monthly briefing for listed company directors and 
secretaries (available on request to martin.webster@pinsentmasons.com) and hosts 
well attended webinars for the firm's clients.

Jonathan Beastall
Senior Adviser
Pinsent Masons LLP

Jonathan is also based in the London office of Pinsent Masons and is the senior 
advisor to the firm’s corporate practice.  Since December 2012, having gained 
almost 30 years' experience of leading significant public company transactions at 
Clifford Chance. Jonathan advises listed and private companies and investment 
banking clients on IPOs, equity issues, Listing Rule and general company law 
compliance, M&A and reorganisations. A great deal of Jonathan's experience is at 
board level and much of it has an international and strategic perspective. In May 
2019 he moved to a coaching and mentoring role within the firm.

The Investment Association is a trade body that represents UK investment 
managers. Its 200 members collectively manage over £7.7 trillion on behalf of 
clients in the UK and around the world. It supports its member firms, produces 
daily circulars on legal and regulatory developments, creates guidance enabling UK 
investment managers to build effective business structures, and engages actively 
with policymakers and other stakeholders in the UK and around the world to 
ensure that the industry remains among the world’s most competitive.
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