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Introduction

This Market Tracker Trend report looks at key trends emerging from the annual general meetings (AGMs) of FTSE 350 
companies during the 2019 season.

In the first section of the report, we look at market practice and statistics regarding both disclosures in annual reports and 
voting at AGMs. We have focussed upon a handful of key topical areas, including board diversity, significant shareholder 
opposition to resolutions, share buybacks and Brexit. 

The second section looks at recent legal and regulatory developments impacting companies’ disclosure obligations in their 
annual reports. None of the developments we looked at were applicable to the companies reviewed during the 2019 
AGM season, and yet we observed a number of early compliers. This means we have been able to give examples in this 
report of emerging market practice in the newest areas of law and regulation.

We hope that this report delivers a valuable insight into the latest developments regarding trends and market practice at 
the AGMs of FTSE 350 companies in the 2019 season.
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Scope

This Market Tracker trend report covers 284 of the companies listed on the FTSE 350 index at the end of March 2019 
with financial year ends between 1 April 2018 and 31 March 2019, the majority of which held their AGMs between 
autumn 2018 and autumn 2019. For the purposes of this report, we have defined this as the 2019 AGM season. Our 
data set includes 94 FTSE 100 companies and 190 FTSE 250 companies. The 18 real estate investment companies listed 
on the FTSE 350 are included within the research. 

There are three categories of company excluded from our data set. The first is closed-ended investment trust companies, 
totalling 57 companies, due to their different structure and how that would have a knock-on effect on our statistical 
findings (for example, they typically have no executive management or employees and follow the AIC Code of Corporate 
Governance rather than the UK Corporate Governance Code (UKCG Code)).

The second category is those companies that had not yet announced a date for their AGM within our research period. 
This consists of four companies: AJ Bell plc, Civitas Social Housing plc, Daejan Holdings and Stagecoach plc.

The final category of companies excluded from the report is those that were subject to an offer under Rule 2.7 of the 
Takeover Code, and subsequently cancelled their admission to trading on London Stock Exchange without holding an 
AGM during the research period. This comprises five FTSE 350 companies (BTG plc, Dairy Crest Group plc, Entertainment 
One plc, Jardine Lloyd Thompson Group plc and RPC Group plc).
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Key highlights

24%

of companies experienced significant dissenting 
votes of 20% or more against one or more 
resolutions at the AGM

12  

resolutions  
failed this season

34% of FTSE 350 companies had 33% or more female 
representation on the board

81% of FTSE 350 companies had 0 female  
executive directors

34%

81%2  
FTSE 250 companies  
had all-male boards

5%
of FTSE 350 
companies had one 
or more directors of 
colour on the board

95%
of companies proposed a  
share buyback resolution

of companies made disclosures on  
Brexit risks or uncertainties 

97%
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1 ‘Significant’ is commonly perceived to mean 20%. The Directors’ Remuneration Reporting Guidance issued by the GC100 and the Investor Group 
suggested that ‘as a guideline, companies may wish to consider votes against in excess of 20 per cent as being significant, although there may be 
reasons why, for some companies, a higher or lower level might be more appropriate’ and ‘companies may wish to consider disclosing in the annual 
remuneration report the level of votes against that they deem to be significant’. The IA’s public register of shareholder dissent confirms 20% or more as 
being ‘significant’ for the purposes of reporting shareholder opposition to resolutions. The public register also records failed resolutions and resolutions 
withdrawn prior to the AGM. The UKCG Code 2018 (Provision 4) also now defines a significant vote against as one where 20% or more of votes cast 
were in opposition.

PART ONE – AGM SEASON 2019

Significant shareholder votes against resolutions

There were 68 FTSE 350 companies (24%) in our data set that received significant opposition of 20% or more1 against 
resolutions proposed at the AGM. This is a slight decrease from last AGM season (when just under 25% of companies 
received significant votes against one or more resolutions at their AGM).

Sorting the companies into FTSE 100 and FTSE 250 shows that a higher proportion of FTSE 250 companies than FTSE 
100 companies received dissenting votes against resolutions. Overall, 51 of the FTSE 250 companies (27%) received 
significant opposition to one or more resolution at their AGM, compared to 17 FTSE 100 companies (18%).

% of FTSE 350 companies with significant votes against resolution(s)

2019201820172016

25%

20%

15%

10%

5%

One could argue that 2019 witnessed a levelling off of investor dissent – however, 
we will only know this time next year, given that most companies will be putting their 

remuneration policies to their investors for approval in the 2020 AGM season.

Will Chalk, Addleshaw Goddard LLP

https://uk.practicallaw.thomsonreuters.com/Cosi/SignOn?redirectTo=%2fLink%2fDocument%2fBlob%2fIb127ccfd606f11e698dc8b09b4f043e0.pdf%3ftargetType%3dPLC-multimedia%26originationContext%3ddocument%26transitionType%3dDocumentImage%26uniqueId%3d1aa0b82e-dd94-4994-815c-2585e2cd58c8%26contextData%3d(sc.DocLink)%26comp%3dpluk%26firstPage%3dtrue%26bhcp%3d1&comp=pluk
https://www.theia.org/public-register
https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.PDF
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Significant dissenting votes – the requirements 
In December 2017, the Investment Association (IA) launched its public register of significant votes of 20% 
or more against any resolution at an AGM or general meeting of a company in the FTSE All-Share index. The 
register includes a description of the resolution, the result of the shareholder vote, a link to the AGM results 
announcement (including any statement the company has made under E.2.2 of the UKCG Code) and a link to any 
further statement the company has made on the actions they have taken since the vote. The public register aims 
to focus attention on those companies who have received significant shareholder dissent and to track whether 
and how they are addressing those concerns. 

In addition to the public register, the UKCG Code requires companies to explain in their announcement of 
voting results any action they intend to take to understand any significant votes against resolutions at the AGM 
(provision E.2.2), and Pensions & Investment Consultants Limited (PIRC) states in its UK Shareowner Voting 
Guidelines that companies should disclose in their annual reports steps taken to engage with shareowners on the 
substantive concerns represented by any ‘significant’ no votes. 

The UKCG Code 2018, which applies to companies with financial years starting on or after 1 January 2019, 
requires companies to give an update on the views received from shareholders and actions taken, which should 
be published no later than six months after the shareholder meeting.

24 of the 68 companies (35%) that experienced significant shareholder opposition to resolutions at the AGM had 
opposition votes of 20% or more against more than one resolution. The total number of resolutions attracting significant 
dissenting votes was 117.

When looking at the representation of significant dissenting votes across industry sectors, companies in each of the 
Investment and the Travel, Hospitality, Leisure & Tourism sectors experienced the highest number of significant ‘no’ votes 
(with nine companies in each of those sectors experiencing significant opposition to one or more resolution at the AGM).
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Industry sector Number of companies receiving significant no votes
Travel, Hospitality, Leisure & Tourism 9
Investment 9
Financial Services 8
Banking & Finance 7
Mining, Metals & Extraction 7
Retail & Wholesale Trade 4
Food & Beverages 3
Construction 3

Aerospace & Defence 2
Engineering & Manufacturing 2
Computing & IT 2
Healthcare 2
Media & Telecommunications 2
Oil & Gas 2
Electronics 1
Consumer Products 1
Energy & Utilities 1
Transport 1
Professional Services 1
Pharmaceuticals & Biotechnology 1

The most frequently seen resolutions attracting significant opposition votes were the resolutions on directors’ 
remuneration and re-election of directors, accounting for 70 (60%) of all resolutions receiving significant no  
votes combined.

The UKCG Code requirement is curious in that it asks a company to explain what 
it intends to do to consult shareholders in order to understand their opposition.  
A company will often understand the reasons for a No vote all too well, having 
consulted investors extensively before the AGM.  Of more interest will be an 

explanation of how the board think they can bring shareholders round, or how they 
might moderate their stance to meet investor objections.  Companies need to ensure 

they comply with the letter of what the Code requires and add some more useful 
commentary if they can.

Martin Webster, Pinsent Masons LLP

0 5 10 15 20 25 30 35 40
Re-election of director

Directors' remuneration report
Disapplication of pre-emption rights

Authority to allot shares
Election of director

Directors' remuneration policy
Political donations

Other
Shareholder requisitioned resolution

Amendment to articles
Rule 9 waiver

Share buyback
Annual report and accounts

Reappointment of auditor

Number of resolutions

Resolutions attracting significant ‘no’ votes
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Failed resolutions

The shareholders at nine of the 68 companies experiencing significant no votes against one or more resolutions at the 
AGM failed to pass one or more resolutions. In total, there were 12 failed resolutions at the AGMs of nine companies 
during the 2019 AGM season (six FTSE 100 companies (6%) and three FTSE 250 companies (2%)).

Withdrawn resolutions 

Seven companies had one or more resolutions withdrawn before the AGM was held (five FTSE 250 companies (3%) and 
two FTSE 100 companies (2%)), with 11 withdrawn resolutions in total.

Failed resolutions by type

Withdrawn resolutions by type

Allotment of shares

Authority to allot shares

Directors’ remuneration report 

Shareholder requisitioned resolution

Amendment of articles

Calling GM on short notice

Disapplication of pre-emption rights

Election of director

1
1

1

1

1
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2

2

2
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Director re-election

Disapplication of pre-emption rights

Shareholder requisitioned resolution
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Disclosures following significant dissenting votes

As noted above, companies are required to explain in their announcement of voting results any action they intend to take 
to understand any significant votes against resolutions at the AGM (provision E.2.2 of the UKCG Code). We looked at the 
disclosures being made following a significant vote against resolutions at the AGM and observed a broad variety in the 
depth and breadth of statements made.

The most common form of disclosure following a vote of 20% or more against a resolution was one that acknowledged 
the shareholders’ views and stated the intention to consult with them, take action and give a report in six months’ time 
regarding progress in compliance with the UKCG Code.

The Company notes that a significant number of votes were cast against resolution 
9. Shareholder feedback is important to us and we will continue to engage 

constructively with shareholders in order to understand the reasons behind this 
result. In accordance with the UK Corporate Governance Code 2018, the Company 

plans to provide an update on this consultation process within six months.

Workspace Group plc (FTSE 250), results of AGM on 10 June 2019

Other companies took a longer form approach. At the AGM of Ocado Group plc (a FTSE 100 company) on 1 May 2019, 
shareholders voted significantly against 4 different resolutions all relating to directors’ remuneration (although all the 
resolutions were passed). In its results of AGM, Ocado gave a detailed explanation of the steps it took to consult with 
shareholders on the matter of remuneration prior to the proposal of the resolutions at the AGM, as well as the steps it will 
take to continually engage with shareholders due to the results of the AGM. 

We observed an interesting example of a long-form disclosure in the AGM results announcement of Genus plc (FTSE 
250) which centred on a high level of dissenting votes against the directors’ remuneration report. The disclosure covered 
the fact that the dissatisfaction of shareholders was in the main due to a one-off pay rise for the CEO of the company, 
and the company detailed the steps it took prior to the AGM to consult with the largest shareholders to discuss any 
potential concerns. Genus plc also noted that various shareholder agencies had advised voting against its remuneration 
report, which it was disappointed with, and that the company is engaging with those agencies (including the Investment 
Association) following the AGM result. 

Another disclosure that stood out was in the AGM results announcement of Plus500 Limited (FTSE 250) which related to 
a significant vote against a director re-election on the basis of a lack of gender diversity on the board.

The Board of Plus500 notes that there have been a number of votes (20%) cast 
against Resolution 5. The Company understands that the size of the vote against 

resolution 5 is due in part to the desire of certain shareholders to see greater diversity 
on the Board, particularly around female representation; the Board believes this 
would be a positive development.  With this in mind, while ensuring that future 

Board members are selected primarily on ability and the balance of skills required, the 
Company’s nomination committee will seek to increase the female representation, 

where possible, with any future appointments to the Board.

Plus500 Limited (FTSE 250), AGM results announcement, 18 June 2019

At variance with many predictions during the consultation phase, the required update 
on views received from investors and actions taken by a company taken six months 
after a dissenting vote has resulted in numerous examples of meaningful, in depth 

disclosure of board initiatives to understand and respond to investor views.

Will Chalk, Addleshaw Goddard LLP

https://lexismarkettracker.lexisnexis.com/documents/0032/32982/158406/Workspace plc AGM Result 2019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0031/31783/158289/Ocado plc AGM 2019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0031/31284/152881/MT_Genus plc_AGM Results_15 November 2018.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32125/157930/MT_AGM results_Plus 500_18 June 2019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32125/157930/MT_AGM results_Plus 500_18 June 2019.pdf
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Diversity – gender

There has been a steady increase across the FTSE 350 towards achieving the Lord Davies recommendation of 
33% representation of women on boards. 96 of the FTSE 350 companies reviewed (34%) had 33% or more female 
representation on the board (compared with 23% in the 2018 AGM season and 16% in the 2017 AGM season).

47% of FTSE 100 companies now meet the target, up from 33% last season. However, we have only seen a slight 
decrease in the number of companies that are yet to exceed 25% representation (to 26.5% this season down from 28% 
last season).

What are a FTSE 350 company’s gender diversity targets?
The report Women on Boards, issued in February 2011, recommended that FTSE 100 companies aim for a 
minimum of 25% female board member representation by 2015. In October 2015, Lord Davies published an 
updated Five Year Summary, which raised the target for FTSE 350 companies to have 33% female representation 
on the board by 2020. 

The Hampton-Alexander review published in November 2016 and updated in November 2017, November 2018 
and November 2019, echoes the recommendation of 33% representation of women on boards, but also calls for 
33% of women in FTSE 350 leadership teams by the end of 2020. Leadership teams are comprised of members 
of the Executive Committee and those senior leaders who are direct reports to Executive Committee members. 

In September 2019 the Government Equalities Office announced a new board, known as the Men As Change 
Agents “Lead the Change” board (MACA). The board comprises experienced names in business who will work to 
promote diversity and inclusion and support companies to achieve the Davies and  
Hampton-Alexander targets.

FTSE 350 female representation on boards

33% or more

Over 25% up to 33%

25% or less

46%

20%

34%

https://www.gov.uk/government/news/women-on-boards
https://www.gov.uk/government/publications/women-on-boards-5-year-summary-davies-review
https://www.gov.uk/government/publications/ftse-women-leaders-hampton-alexander-review
https://ftsewomenleaders.com/wp-content/uploads/2019/11/V3PressReleaseHamptonAlexanderReview2019-FINAL.pdf
https://www.gov.uk/government/news/business-leaders-aiming-to-boost-diversity-and-inclusion-in-the-workplace
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In the FTSE 250, a there is more progress to be made before the Lord Davies’ targets are met. 27% of companies now 
meet or exceed 33% female representation on board (up from 18% last season), but there are still 56% of FTSE 250 
companies yet to exceed 25%.

% of women on board 
FTSE 100 vs FTSE 250

FTSE 250

FTSE 100
33% or more

Over 25% up to 33%

25% or less

FTSE 250

FTSE 100

FTSE 350

AGM season 2019AGM season 2018AGM season 2017

Progress towards 33% female representation by index
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26.5%
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26.5%

17%

47%

27%
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Women in executive and non-executive roles

We analysed the number of women in executive directorship roles compared with the those who were appointed as  
non-executive directors to see how that affected the board diversity statistics in companies across the FTSE 350.2

 2Two companies, Carnival plc (FTSE 100) and TUI AG (FTSE 100) were excluded from the non-executive/executive director statistical analysis, as due to 
their executive management structures it was not possible to precisely identify which directors were non-executive and which were executive.

When looking at non-executive directorships in isolation, the overall level of compliance with the 33% target was far 
higher than when looking at the overall directorship figures. Across the FTSE 350, 177 companies (63%) achieve a level of 
33% or higher representation of women in non-executive roles on the board (a significant increase since last season, when 
the figure was 49%).

% of non-executive women on board FTSE 350

FTSE 250

FTSE 100

FTSE 350

0% 20% 40% 60% 80% 100%

33% or more

Over 25% up to 33%

25% or less

25%

9%

33% 10%

17%

12% 63%

74%

57%
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However, when looking at the executive directorships in isolation, the figures radically change. When looking at executive 
directorships alone, 234 FTSE 350 companies (84%) had 25% or less female representation in executive roles on the 
board3, and only 16% of companies (45) met or exceeded the 33% target.4

Looking at the executive directorships data for the FTSE 100 and FTSE 250 in turn, 73 (79%) of FTSE 100 companies did 
not exceed 25% representation of women in executive directorship roles and 19 (21%) met or exceeded the 33% target. 
In the FTSE 250, 161 companies (86%) did not exceed 25% representation of women in executive directorships roles, and 
26 (14%) met or exceeded the 33% target.

 3As above, TUI AG and Carnival plc were excluded from this data set due to the difficulties with identifying executive and non-executive directorship 
roles. In addition, the following three REITs fell outside the statistics on executive directors, as they only had independent non-executives appointed to 
the board:

• F&C Commercial Property Trust 

• Tritax Big Box REIT plc 

• UK Commercial Property Trust REIT

4In relation to female executive directors, there were no FTSE 350 companies falling within the middle measurement of over 25% and up to 33%; all 
companies met either the 25% or less category or the 33% or more category.

We also reviewed the number of women in executive roles on the board, and discovered that 70 (76%) FTSE 100 and 
160 (86%) FTSE 250 companies did not have any female executive directors.

FTSE 250

FTSE 100

FTSE 350
33% or more

25% or less

% of executive women on board FTSE 350

0% 20% 40% 60% 80% 100%

84% 16%

79% 21%

86% 14%
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When assessing the number of female executives in each industry sector across the FTSE 350, we found that the sectors 
with the highest number of female executive directors were:

• Media & Telecommunications (with 10 female executive directors at nine companies in total)

• Travel, Hospitality, Leisure & Tourism (with seven female executive directors at six companies in total), and

• Retail & Wholesale Trade (with six female executive directors at four companies in total)
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All male boards

Two FTSE 250 companies had no women on the board during the AGM season 2019; Sports Direct International plc 
and Millennium & Copthorne Hotels plc. Both companies made disclosures in their annual reports regarding the need to 
address the lack of representation of women on their boards.

In relation to the composition of the Board we are committed to meeting gender 
diversity targets. We are currently interviewing a number of female candidates to join 
the Board as Non-Executive Directors, and female candidates are being encouraged 

to apply to become our next Workers’ Representative to the Board. Women hold 
approx. 35% of senior leadership roles at Sports Direct, ahead of the Hampton 

Alexander target of 33% of women in senior leadership by 2020 and our average 
gender pay gap is approx. 6.3%, which is below the current national average of 

18.4%.

Sports Direct International plc (FTSE 250), annual report and accounts 2018, 
page 53

We also found that there were 40 companies across the FTSE 350 (14%) with only one woman on the board. Two of 
these companies were in the FTSE 100 (representing 2% of the FTSE 100), and 38 in the FTSE 250 (representing 20% of 
the FTSE 250).

Greater gender diversity amongst senior executives was always going to be a long 
haul, but the figures do not look good, especially in manufacturing and heavy 

industry.  The best disclosures show what companies are doing to ensure there is a 
diverse pipeline for future appointments to senior roles and, ultimately, the board.  

It will be interesting to see what impact the Men As Change Agents Board will be able 
to have in encouraging business leaders to develop, meaningfully, their thinking and 

action in this area.

Martin Webster, Pinsent Masons LLP

The Board continues to support the aspirational targets set by the Lord Davies 
report “Women on Boards” and those set in the Hampton-Alexander Review and 

acknowledges that the Board currently is not reflective of the value that we place on 
diversity and inclusion within our business. We recognise the need to take corrective 

action following the departures of Ms Fox and Ms Farr and will, over the coming 
years, seek to redress the current imbalance in the representation of women 

 on the Board.

Millennium & Copthorne Hotels plc (FTSE 250), annual report and accounts 
2018, page 89

https://lexismarkettracker.lexisnexis.com/documents/0031/31039/151408/MT_Sports Direct plc_Annual Report_18 July 2018.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32085/155029/MT_Annual report_Millennium & Copthorne Hotels plc_1 April 2019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32085/155029/MT_Annual report_Millennium & Copthorne Hotels plc_1 April 2019.pdf


Market Tracker Trend Report: AGM Season 2019 17

Composition of the senior management team

For the first time, we have looked at the disclosures on the composition of the senior management team by gender. 
There were 28 companies (10%) that did not give any details on the gender composition of the senior management team. 
Of those companies that did provide information, we found that fewer companies were meeting 33% or more female 
representation in the senior management team than on the board, with 59 (23%) FTSE 350 companies achieving 33% 
representation of women in senior management roles.

Whilst the latest Hampton – Alexander review reports the “strongest year of progress” 
since aspirational diversity targets were first set in 2011, it will be interesting to see 
investor reaction to those companies seemingly dragging their feet on the issue both 
at board and senior executive level, and particularly at the AGMs of those 28 FTSE 

350 “One & Done” companies for whom this is the second year with only one woman 
on their board.

Will Chalk, Addleshaw Goddard LLP

The focus on women on board has proved a success amongst larger listed companies 
However, this is but the start of the journey and not a destination of itself. It is in the 
interests of all to encourage all types of diversity throughout our businesses and this 
is likely to prove both more challenging and more beneficial that the appointment of 

500 or so women to the boards of the FTSE 350 over recent years.

Edward Craft, Wedlake Bell LLP
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FTSE 350
33% or more

Over 25% up to 33%

25% or less

% of women in senior management team - FTSE 350
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Diversity – ethnicity

There has been steady progress regarding disclosures on the ethnic diversity of the board, with 219 of FTSE 350 
companies (77%) making an ethnicity disclosure in their annual report (a significant increase from 109 FTSE 350 
companies (36%) last AGM season). Looking at the FTSE 100 alone, 85 companies (90%) included a disclosure in relation 
to ethnic diversity. In comparison, 134 FTSE 250 companies (71%) made ethnic diversity disclosures.

However, the number of companies meeting the Parker Review target of having at least one director of colour on board 
was low. 13 FTSE 350 companies (5%) (comprising nine FTSE 100 companies (6%) and four FTSE 250 companies (2%)) 
disclosed that they had at least one director of colour on the board.  One company, Antofagasta plc, a mining company 
with business based primarily in Chile, identified eight of its directors as being from an ethnic minority background. 

What are a FTSE 350 company’s ethnic diversity targets?
The Parker Review (first published in November 2016, with the final version of the report published in October 
2017) found that directors of colour are vastly under-represented on the boards of the UK’s leading companies, 
and made several recommendations to FTSE 350 companies:

• each FTSE 100 board should have at least one director of colour by 2021

• each FTSE 250 board should have at least one director of colour by 2024

• a description of the board’s policy on diversity should be set out in the company’s annual report, and this 
should include a description of the company’s efforts to increase ethnic diversity within its organisation, 
including at board level, and

• companies that do not meet board composition recommendations by the relevant date should disclosure in 
their annual report why they have not been able to achieve them

The recently announced MACA board aims to support companies in achieving diversity targets set out in the 
Parker Review. 
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https://www.ey.com/Publication/vwLUAssets/The_Parker_Review/$FILE/EY-Parker-Review-2017-FINAL REPORT.pdf
https://www.gov.uk/government/news/business-leaders-aiming-to-boost-diversity-and-inclusion-in-the-workplace
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Our research also looked at the depth of ethnic diversity disclosures in annual reports. A ‘detailed’ disclosure was one that 
we considered gave a reasonable level of information on ethnic diversity on its board and also gave specific statistics and/
or its own targets. In contrast, a ‘light’ disclosure was one that merely mentioned the Parker Review or the importance of 
ethnic diversity without including any specific information regarding its own board’s diversity or any targets for the future.

In total, 90 of the FTSE 350 companies reviewed (32%) made a ‘detailed’ disclosure, 129 (45%) made a ‘light’ disclosure 
and 65 (23%) made no disclosure regarding ethnic diversity on the board whatsoever.

There is clearly work to be done, and swiftly, in the FTSE 350 if the Parker targets are 
to be met.  Possibly even more concerning than the low level of companies meeting 
the thresholds is that a large majority of companies made either very general or no 

disclosure about ethnic diversity on the board.  This indicates a certain level of  
lip-service or lack of engagement with this important area, calling into question what 

if any opportunities for improvement are being built into talent pipelines.

Tom Proverbs-Garbett, Pinsent Masons LLP

From 7 May 2018, 17% of our Board were of non-white ethnicity. This rises to 20% 
after the Annual General Meeting in April 2019. We will also look to increase ethnic 
diversity on the Board following the Parker Review as appropriate…Ten members of 

the Board are white and two are of Asian ethnicity

Smith & Nephew plc (FTSE 100), annual report and accounts 2018,  
pages 72-73

FTSE 250
FTSE 100
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None
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https://lexismarkettracker.lexisnexis.com/documents/0031/31961/154716/MT_Annual report 2018_Smith & Nephew plc.pdf
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Brexit

The Group closely monitors the impact of the UK referendum vote to leave the EU 
and continues to believe that it will not significantly affect its business.

Evrac plc (FTSE 100), annual report and accounts 2019 page 35

What are the recommendations for Brexit disclosures?
The FRC in its Reminders for half-yearly and annual financial reports following the EU referendum and ESMA 
in its Public Statement: European common enforcement priorities for 2016 financial statements stated that 
they expect FTSE 350 companies to make disclosures regarding Brexit and the expected impact, which should 
become increasingly detailed over time.

276 (97%) of the FTSE 350 companies reviewed made a disclosure regarding Brexit risks or uncertainties in their annual 
report during the 2019 AGM season. This was an increase since the previous season, when it was found that 242 (82%) of 
companies referred to Brexit.

There was no difference between the proportion of companies in the FTSE 100 and the FTSE 250 making disclosures in 
the 2019 season (91 (97%) of FTSE 100 companies and 185 (97%) of FTSE 250 companies mentioned Brexit).

In total, there were only eight (3%) FTSE 350 companies that did not mention Brexit or the UK’s withdrawal from the EU in 
some way (comprising three (3%) FTSE 100 companies and five (3%) FTSE 250 companies). Three of the eight companies 
were incorporated outside of the UK. Three of the eight operated within the mining sector.

We continued to see a large variety in the breadth and depth of disclosures made. Some companies went to some 
lengths to explore the different risks and potential impact of the UK’s withdrawal from the EU, whereas others kept their 
disclosure incredibly brief.

An example of a long-form disclosure regarding Brexit impact can be seen in Merlin Entertainment plc’s annual report and 
accounts 2019, page 36 (a FTSE 250 company). The disclosure went into some depth on the potential implications of 
Brexit, and specified two categories of issues: 

• structural issues, which have longer term impact, such as tax and tariff relief losses and immigration restrictions 
limiting access to non-UK staff, and

• transitional issues, which haver shorter term impact as a consequence of administrative, process or market changes 
that will unwind over a few months following Brexit, such as delays in the movement of goods.

The disclosure also mentions the potential for UK and EU citizens staying at home and not visiting Merlin attractions due 
to anticipated disruption around the time of Brexit.

In contrast, many other companies gave a short-form disclosure regarding their ongoing monitoring of the impact 
of Brexit.

https://lexismarkettracker.lexisnexis.com/documents/0031/31991/154793/MT_Annual Report_28 February 2019_Evraz plc.pdf
https://www.frc.org.uk/news/july-2016/reminders-for-half-yearly-and-annual-financial-rep
https://www.esma.europa.eu/sites/default/files/library/esma-2016-1528_european_common_enforcement_priorities_for_2016.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32005/154822/MT_Annual report_Merlin Entertainments plc_19 March 2019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32005/154822/MT_Annual report_Merlin Entertainments plc_19 March 2019.pdf


Market Tracker Trend Report: AGM Season 2019 21

We also examined how many companies this year referred specifically to the risks relating to a ‘no deal’. We found that 
43 companies (comprising 16% of the companies making Brexit disclosures) included reference to ‘no deal’ risks and 
uncertainties in their Brexit disclosure.  One example can be seen below:

Although JM relies extensively on an agile, flexible supply chain, we have paid 
significant attention to the potential impact a ‘no-deal’ Brexit may bring. Our well-
established Brexit working group, which is composed of a number of functional and 
sector experts, has assessed the implications of a ‘no-deal’. A number of mitigating 

activities were put in place ahead of 29th March 2019 in preparation for this 
eventuality, for example through building inventory.

Johnson Matthey plc (FTSE 100), annual report and accounts 2019, page 93

It remains incredibly difficult for most companies to prepare meaningful disclosures in 
relation to Brexit. Brexit remains little more than a question mark.

We are now on the fourth impact date for the UK’s departure from the political and 
democratic institutions of the European Union.  More importantly, there is no clear 

path as to what business faces at the end of any implementation phase, whether that 
will run to 31 December 2020 or be extended or whether a cliff edge arises on that 

date or as early as 31 January 2020.

Accordingly, all business can really do is prepare for uncertainty and mitigate risk, 
being in the invidious position of protecting shareholder value by incurring costs 

across a range of options, not knowing which will arise.

Edward Craft, Wedlake Bell LLP

https://lexismarkettracker.lexisnexis.com/documents/0032/32942/157898/MT_Johnson Matthey plc_Annual report_14 June  2019.pdf
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Share buybacks
Over the last couple of AGM seasons, there has been some commentary regarding the negative impact of share buybacks; 
namely that some companies may be utilising buybacks as a mechanism for artificially increasing the earnings-per-share 
figure and thereby triggering bonus executive remuneration. We have looked at whether this commentary has led to any 
decrease in the number of buyback authority resolutions proposed at AGMs by FTSE 350 companies.

We found that there was no decrease in the number of companies proposing share buyback authorities but, in fact, a 
minor increase. 269 of the FTSE 350 companies reviewed (95%) proposed a share buyback resolution (compared to 94% 
last season and 93% in the 2017 AGM season). Only 15 companies did not put forward a resolution to give authority for 
buybacks. 

We also assessed the level of the share buyback authority proposed in the resolutions at AGM. 252 (94%) of the FTSE 
350 companies proposing a buyback resolution proposed an upper limit in line with IA guidelines (ie, 10% of the ordinary 
issued share capital). 

There were 17 FTSE 350 companies (6%) (comprising 14 FTSE 250 companies and three FTSE 100 companies) that 
proposed buyback limits of more than 10% up to a maximum of 15% of the ordinary share capital of the company. Only 
four of these companies explained why they proposed the buyback, with 3 citing the broad reason of ‘flexibility’ and 
another related to an existing share buyback programme.

Looking more broadly at the disclosures given by companies across all levels of share buyback authorities, 170 (63%) 
companies did not give a reason why they were proposing a buyback resolution. This means only 99 companies (37%) of 
the 269 proposing a share buyback resolution were keeping in line with IA and PIRC guidelines. Of the companies giving a 
reason

• 76 cited ‘flexibility’ as the main reason 

• 19 companies stated that they were planning to make share buybacks as a way of returning value to shareholders  
or reducing capital 

• four companies proposed buyback resolutions in relation to employee benefit or share schemes

• one company stated that it uses share buybacks to maintain its ratio of voting to non-voting share

What are the investor guidelines and latest developments regarding share 
buybacks?
Both the IA and the Institutional Voting Information Service (IVIS) indicate that a general authority to buy back 
up to 10% of a company’s existing issued ordinary share capital (disregarding treasury shares) is unlikely to cause 
concern. IVIS states that it will ‘note’ a general authority to buy back more than 10% (but less than 15%). A share 
buyback of more than 15% is not permitted under the Listing Rules (LR 12.4.2R) unless carried out by way of a 
tender offer or specifically approved by shareholders. 

Since 2016, PIRC has been recommending in its UK Shareowner Voting Guidelines that shareholders vote ‘no’ to 
share buybacks unless the board can provide a clear, cogent and compelling case for it and can demonstrate how 
it would benefit long-term shareholders. One of the major concerns PIRC has with buybacks is that they often 
enhance earnings per share, which can trigger executive bonus payments, meaning that directors are conflicted 
in proposing the buyback in the first place.

In January 2018, the government announced an investigation into whether companies may be repurchasing 
shares to artificially inflate executive pay. In July 2019, the results of the investigation were published which 
found that whilst there was some evidence of a correlation between executive incentives and share buybacks, 
there was no evidence of a systematic causal relationship. 

https://www.handbook.fca.org.uk/handbook/LR/12/4.html
http://www.pirc.co.uk/?page_id=193
https://www.gov.uk/government/news/government-to-research-whether-companies-buy-back-their-own-shares-to-inflate-executive-pay
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/817978/share-repurchases-executive-pay-investment.pdf
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The ability to buy back shares remains popular.  Despite PIRC’s opposition and some 
companies exceeding the usual 10% limit, it is notable that no buyback resolutions 

appear in the figures for failed or withdrawn resolutions and only one had a 
significant vote against.

Martin Webster, Pinsent Masons LLP 

Share buybacks remain popular, particularly with investors and only one of the 252 
buyback resolutions this season received a significant against vote. It was good to see 
the detailed academic report that the Government commissioned from the London 

Business School and PWC debunked the link between executive pay and  
share buybacks.

Peter Swabey, The Chartered Governance Institute

Reasons for share buyback resolution
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PART TWO – RECENT DEVELOPMENTS & EARLY COMPLIERS

This section of the report assesses the extent to which FTSE 350 companies complied early and voluntarily with recent 
corporate governance and climate change disclosure developments during the AGM season 2019.

Summary of recent developments

In November 2016, the government published a green paper on corporate governance reform, which led to a wave 
of legal and regulatory developments in the ensuing couple of years, including the introduction of the Companies 
(Miscellaneous Reporting) Regulations 2018, SI 2018/860 (the CMR Regulations) and the revision of the FRC’s UKCG 
Code, a new version of which was published in July 2018 (the UKCG Code 2018). For a full description of all of the key 
recent corporate governance developments, see Practice Note: 2017-2019 Corporate governance reforms.

Both the CMR Regulations and the UKCG Code 2018 included changes intended to strengthen companies’ engagement 
with their employees, customers and other stakeholders, and to improve transparency regarding executive pay. 

The requirements in the CMR Regulations and the UKCG Code 2018 apply to companies with accounting periods 
beginning on or after 1 January 2019, meaning that the new requirements were not applicable to the FTSE 350 
companies included within the research in this report (all of which had accounting periods ending on or before 31 March 
2019). 

However, some companies had already started to adapt to or even comply with the new requirements. The research in 
this section of the report looks at the extent to which companies have already made adjustments to their disclosures on 
the following three areas in advance of the UKCG Code 2018 and the CMR Regulations applying to them: 

• CEO pay ratio reporting

• stakeholder engagement, and

• workforce engagement mechanisms

In addition to the above developments, there have also been recent changes in the realm of annual energy use and 
greenhouse gas (GHG) emissions disclosures. This report assesses the extent to which some companies are already 
complying with the new requirements.

https://www.lexisnexis.com/uk/lexispsl/corporate/document/346390/5SV2-8CB1-F16W-C22J-00000-00/SI-2018-860-Companies-%28Miscellaneous-Reporting%29-Regulations-2018-%28SI-2018-860%29
https://www.lexisnexis.com/uk/lexispsl/corporate/document/346390/5SV2-8CB1-F16W-C22J-00000-00/SI-2018-860-Companies-%28Miscellaneous-Reporting%29-Regulations-2018-%28SI-2018-860%29
https://www.lexisnexis.com/uk/lexispsl/corporate/document/391388/5RSD-CRR1-F187-N1MC-00000-00/2017%E2%80%932019-Corporate-governance-reforms/94489
https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.PDF
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CEO pay ratio reporting

The CMR Regulations expand the reporting regime for listed companies to include mandatory reporting on the ratio of 
CEO to employee pay, the impact of share price growth on share based executive pay and the exercise of discretion in 
relation to remuneration. Although these provisions will not have applied to companies during the 2019 AGM season, the 
Investment Association told FTSE 350 companies that it expected them to disclose their CEO pay ratio in 2019. 

This report looks at the extent to which FTSE 350 companies already started to report on the ratio of CEO to employee 
pay during AGM season 2019.

We found that across the FTSE 350 companies in our data set, 137 (48%) made a disclosure relating to their CEO pay 
ratio. The proportion of FTSE 100 companies making statement relating to CEO pay ratio was much higher than that 
in the FTSE 250, with 59 (63%) FTSE 100 companies making pay ratio disclosures compared to 78 (41%) FTSE 250 
companies.

What are the new CEO pay ratio requirements? 
Regulation 17 of the CMA Regulations requires UK incorporated quoted companies with more than 250 UK 
employees to publish, as part of their directors’ remuneration report, pay ratio information comparing the total 
remuneration of the CEO to the median (50th), 25th and 75th percentile full-time equivalent (FTE) remuneration 
of the company’s UK employees.

Companies should determine the number of UK employees across the group as a whole. So, for example, if the 
quoted parent company has fewer than 250 UK employees but the group as a whole has more than 250 UK 
employees, they will be required to report.
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https://www.ivis.co.uk/media/13871/2018-Letter-of-introduction-for-Principles-of-Remuneration-FINAL.pdf
https://www.lexisnexis.com/uk/lexispsl/corporate/document/346390/5SV2-8CB1-F16W-C3W9-00000-00/SI-2018-860-Companies-%28Miscellaneous-Reporting%29-Regulations-2018-%28SI-2018-860%29---17
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In the CMR Regulations Q&A, the government suggests three options for calculating the CEO pay ratio:

• Option A (which the government has stated in its Q&A is the most statistically accurate method of calculating   
ratios), which calculates the three ratios each year by:

 o determining the total FTE remuneration of all its UK employees for the relevant financial year (that is, the   
   financial year being reported on in the directors’ remuneration report)

 o ranking all those employees based on their total FTE remuneration from low to high, and

 o identifying the employees whose remuneration places them at the 25th, 50th (median) and 75th percentile   
    points of this ranking

• Option B, which allows companies to identify the employees at 25th, 50th and 75th percentiles using their latest  
gender pay gap information, or 

• Option C, which allows employees to be identified at these percentiles using other existing pay data  
(as an alternative or in addition to using gender pay gap information), provided that this data was gathered no   
later than the previous financial year (ie, the financial year prior to the financial year being reported on in the   
latest remuneration report)

We observed that many companies used Option A as their method to calculate the pay ratio and gave ratio figures against 
total remuneration (pay and benefits) and separately against fixed pay (the salary component of total pay and benefits). 
However, there were variations in the breadth and detail of the disclosures and calculations during the 2019 AGM season. 
It should be expected that companies will make more concrete and detailed calculations and disclosures during the 2020 
AGM season, or once the CMR Regulations have started to apply to them. 

Many companies (such as Dixons Carphone plc (FTSE 250) in its annual report and accounts 2018; see below) gave a 
broad reason or prediction as to why the ratio may vary from year to year.

A significant portion of our Group Chief Executive’s total remuneration is in variable 
pay and therefore we expect the pay ratio to vary from year to year dependent on the 

outcome of both our annual and long-term incentive plans.

Dixons Carphone plc (FTSE 250), annual report and accounts 2018 page 78

Some companies (such as Royal Mail plc (FTSE 250) in its annual report and accounts 2018, page 141) also provided data 
in relation to the CEO’s theoretical fixed, target and maximum pay (as well as the actual pay). Other companies (such as 
Burberry Group plc (FTSE 100), as set out below) gave justification for their calculation in the context of the wider market.

The Committee considers pay ratios as one of many reference points when 
considering remuneration. Throughout the Group, pay is positioned to be fair 

and market competitive in the context of the talent market for the relevant role, 
fairly reflecting local market data and other relevant benchmarks (such as the UK 
Living Wage). The Committee notes the limited comparability of pay ratios across 
companies and sectors, given the diverse range of business models and employee 

population profiles which exist across the market.

Burberry Group plc (FTSE 100), annual report and accounts 2018, page 138

Given the nature of executive pay packages, particularly in relation to variable pay, 
pay ratios are going to be a fairly crude way of measuring whether executive pay 
is becoming more aligned with pay trends across the wider workforce. In respect 

of those companies that have disclosed pay ratios in 2019, some of the disclosure 
has been fairly limited. Therefore, the really interesting feature of the disclosures in 
the 2020 AGM season will be the level of commentary that remuneration reports 

provide, as well as any additional data that is provided in order to put the pay ratios 
in context. 

Jonathan Fletcher Rogers, Addleshaw Goddard LLP

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://lexismarkettracker.lexisnexis.com/documents/0033/33032/158323/Dixons Carphone Annual Report 2019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0033/33044/158367/Royal%20Mail%20Annual%20Report%202018-2019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0033/33037/158339/Burberry Annual Report 2019.pdf
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Stakeholder engagement 

There are several new disclosure requirements for companies regarding stakeholder engagement in the CMA Regulations, 
the UKCG Code 2018 and the FRC Guidance on Board Effectiveness, which accompanied the UKCG Code 2018.

Whilst the requirement to engage with stakeholders is certainly not new, the CMR Regulations expand and enhance the 
existing requirements of the Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008, 
SI 2008/410. There are three main elements regarding the new stakeholder engagement requirements under the CMA 
Regulations:

• larger companies must report in the strategic report on how the directors have engaged with customers, suppliers 
and others and had regard to the matters set out in section 172 of the Companies Act 2006 (duty to promote the 
success of the company), otherwise known as a section 172 statement

• there are new requirements for companies with more than 250 UK employees to provide a statement in the directors’ 
report on how the directors have engaged with UK employees and had regard to UK employee interests, and the 
effect of that regard, including on the principal decisions taken by the company during the financial year, and

• the directors’ report will also need to contain a statement summarising how the directors have had regard to the need 
to foster the company’s business relationships with suppliers, customers and others, and the effect of that regard, 
including on the principal decisions taken by the company during the financial year

The 2018 UKCG Code also provides that for a company to meet its responsibilities to shareholders and stakeholders, the 
board should ensure effective engagement with, and encourage participation from, these parties.

Who are a company’s stakeholders?
The FRC Guidance on Board Effectiveness (which accompanies the UKCG Code 2018) suggests that in order 
to make the engagement process effective, boards should begin by identifying and prioritising those key 
stakeholders who are important in the context of their business. This is likely to include the workforce, customers 
and suppliers. It may also include other stakeholders who are specific to the company’s circumstances, such as 
regulators, government, bondholders, banks and other creditors, trade unions and community groups

The Chartered Governance Institute (formerly known as ICSA: The Governance Institute) and IA joint guidance 
on The Stakeholder Voice in Board Decision-Making, published in September 2017, notes that the mix of 
groups identified as key stakeholders will vary from company to company. It says that the workforce is clearly an 
essential stakeholder for all companies, and for most companies the same will be true of customers, suppliers 
and providers of financial capital (including lenders and bondholders as well as shareholders), as well as the 
communities in which they operate. The guidance recommends boards to keep a list of key stakeholders under 
regular review.

We looked at whether companies are already giving stakeholder engagement disclosures, and if so how they are doing so, 
specifically by tracking how many companies:

• made disclosures referring to ‘stakeholder engagement’, and/or

• made a disclosure referred to as a ‘section 172 statement’ in the strategic report

Out of the FTSE 350 companies reviewed, 175 (62%) referred specifically to ‘stakeholder engagement’. 63 (67%) of those 
companies were FTSE 100 companies, compared with 112 (59%) of FTSE 250 companies. 

https://www.frc.org.uk/getattachment/61232f60-a338-471b-ba5a-bfed25219147/2018-Guidance-on-Board-Effectiveness-FINAL.PDF
https://www.lexisnexis.com/uk/lexispsl/corporate/docfromresult/D-WA-A-ZA-ZA-MsSWYWC-UUW-UZEYAAUUW-U-U-U-U-U-U-ACDWCEDWDZ-ACDUADYUDZ-WDZUWAUUB-U-U/1/linkHandler.faces?psldocinfo=2017_2019_Corporate_governance_reforms&linkInfo=F%23GB%23UK_SI%23num%252008_410s_Title%25&A=0.5558691033769518&bct=A&ps=Search%2CPRACTICALGUIDANCE&risb=&service=citation&langcountry=GB
https://www.lexisnexis.com/uk/lexispsl/corporate/document/391388/5T8V-SBR1-F187-N563-00000-00/linkHandler.faces?psldocinfo=Engagement_with_the_workforce_and_other_stakeholders&linkInfo=F%23GB%23UK_ACTS%23sect%25172%25num%252006_46a%25section%25172%25&A=0.5104996459098978&bct=A&ps=Search%2CPRACTICALGUIDANCE&risb=&service=citation&langcountry=GB
https://www.frc.org.uk/getattachment/61232f60-a338-471b-ba5a-bfed25219147/2018-Guidance-on-Board-Effectiveness-FINAL.PDF
https://www.lexisnexis.com/uk/lexispsl/corporate/document/391388/5R5K-CVW1-F187-N43P-00000-00/ICSA and IA guidance on the stakeholder voice in board decision making
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Some companies emphasised a specific stakeholder. For example, in Tesco plc’s annual report and accounts 2019, page 
52 (FTSE 100), a page was dedicated to illustrating its commitment to its customers and went on to consider colleagues, 
suppliers, shareholders and community. The utility company National Grid plc (FTSE 100) noted the importance of 
communities and governments in its annual report and accounts 2018/2019, p 5, whilst also discussing customers and 
investors.

The mining company Antofagasta plc (FTSE 100) described its engagement objectives and achievements in significant 
detail (see its annual report and accounts 2018, pages 38-42). As well as setting out a substantial level of detail in relation 
to employees, customers, suppliers, communities and governments, the company presented specific details of their 
engagement processes with local communities regarding a principal decision taken by the company during the financial 
year on the expansion of a Chilean mine. 

In reaching an approval decision, the Board and each of its Committees received and 
carefully considered, at regular intervals over a study period of several years, detailed 
information in relation to the interests of, and impact of the project on, the Group’s 
stakeholders. Specific information relating to the impact of the project was received 

through extensive and collaborative stakeholder engagement processes

Antofagasta plc (FTSE 100), annual report and accounts 2018, page 96

At Barclays plc (FTSE 100) the approach was quantitative as well as qualitative, with the bank referring to its many 
engagement methods (see below).

The Barclays Group has a long-standing commitment to the importance and 
value of colleague engagement. It is colleagues that drive our success… As part 
of this long-standing commitment, senior management developed an extensive 

engagement matrix… This engagement matrix with colleagues includes multi-channel 
communications, town halls and question and answer sessions, country and site 

visits, ex officio committee memberships, Your View surveys, focus groups, mentoring 
programmes, talent programmes, Diversity and Inclusion programmes, the Well-being 

programme, and workforce change engagement...

Barclays plc (FTSE 100), annual report and accounts 2018/2019, page 88
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https://lexismarkettracker.lexisnexis.com/documents/0032/32947/157919/MT_Tesco%20plc_Annual%20Report_14%20May%202019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32991/158155/National Grid Annual Report 2019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0033/33009/158210/Antofagasta plc Annual Report.pdf
https://lexismarkettracker.lexisnexis.com/documents/0033/33009/158210/Antofagasta%20plc%20Annual%20Report.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32030/154874/MT_Annual Report_21 February 2019_Barclays plc.pdf
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There were two FTSE 100 companies that made a section 172 statement in the 2019 AGM season, in advance of being 
required to do so: Land Securities plc (see below) and United Utilities Group plc (in its annual report and accounts 2019, 
pages 152-153).

This section serves as our Section 172 Statement. Section 172 of the Companies 
Act 2006 requires Directors to take into consideration the interests of stakeholders 
in their decision-making. We are complying, a year early, with the requirement to 

include a statement setting out how our Directors have discharged this duty.

Land Securities Group plc (FTSE 100), annual report and accounts 2019,  
page 72

Some of the disclosures from early adopters of these new provisions look good.  They 
are creating the benchmark against which others will be judged, but the best reports 
will tell a company’s own story and not just copy what others have said.  As regards 

workforce engagement in particular, the more detailed disclosures required under the 
new reporting regime means that working out the route to board – designating an 

NED or referring to a workforce advisory panel seemingly the preferred mechanisms 
so far – is the simple bit.  Bringing different methods of engagement together to 
create a structured narrative report is likely to be more testing for companies.

Tom Proverbs-Garbett, Pinsent Masons LLP

Given that these are early adopters, which have not yet had the opportunity to see 
what other companies have done, it is striking how good some of these disclosures 
are. I am not too surprised by that as when we researched the Stakeholder Voice in 
the Boardroom with the Investment Association in 2017, one thing we found was 

that many companies were doing good work which went unreported.

Peter Swabey, The Chartered Governance Institute

https://lexismarkettracker.lexisnexis.com/documents/0032/32978/158119/United-Utilities Group Annual Report.pdf
https://lexismarkettracker.lexisnexis.com/documents/0033/33036/158337/Land Securities Group Annual Report 2019.pdf
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Workforce engagement mechanisms 

As mentioned in the previous section, one of the key changes in the 2018 edition of the UKCG Code is emphasis 
on engagement with the workforce, customers, supplies and other stakeholders (provision 5). This includes a new 
requirement for boards to have in place a mechanism for engagement with their workforce. 

The following three workforce engagement options are suggested (although it is permissible to use an alternative 
mechanism if the board considers it to be effective):

• a workforce-appointed director

• a formal workforce advisory panel, or 

• a designated non-executive director

The FRC Guidance on Board Effectiveness clarifies that these are not the only ways of engaging with the workforce. In 
particular, the new arrangements are not intended to displace established channels of communication and consultation 
arrangements where these exist (eg, collective bargaining arrangements and existing worker representative systems 
established through trade unions). Provided the board’s approach delivers meaningful, regular dialogue with the workforce 
and is explained effectively; the 2018 UKCG Code provision will be met.

Of course, the concept of workforce engagement is not new, and the CGI (formerly known as ICSA: The Governance 
Institute) and the IA published guidance in 2017 on the stakeholder voice in board decision making, including some 
practical examples of different ways that companies have engaged with their workforce and other stakeholders. In the 
guidance they cite a number of specific companies. 

However, the research in this report specifically looked at how FTSE 350 companies’ disclosures are evolving in light of 
the new UKCG Code provisions on workforce engagement, including suggested mechanisms for engagement. To do so, 
we specifically searched for companies referring to the new terms referred to in the UKCG Code, namely: ‘workforce 
engagement’, ‘workforce appointed director’, ‘workforce advisory panel or ‘designated non-executive director’.

We found that in the course of the 2019 AGM season, 100 (35%) of the FTSE 350 companies reviewed (comprising 42 
(45%) FTSE 100 companies and 58 (31%) FTSE 250 companies) referred to such terms.

FTSE 350 companies making new UKCG Code  
workforce engagement disclosures
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Many companies referencing the new UKCG Code provisions stated that they aim to improve or extend their practices 
and procedures in this area during the next year in order to fully comply next year.

The Board embraces the greater focus on board-workforce engagement contained 
in the new UK Corporate Governance Code published in July 2018, and is exploring 
opportunities for the most effective, practical and sustainable way to meaningfully 

achieve the level of engagement contemplated by the new Code.

Anglo American plc (FTSE 100) annual report and accounts 2019, page 73

Marks & Spencer Group plc (FTSE 100) made reference to a workforce advisory panel (see below) and, similarly, 
Whitbread plc (FTSE 100) announced its newly formed Whitbread Employee Forum in its annual report and accounts 
2019, page 26.

Engagement with our colleagues is facilitated through BIG, a network of elected 
representatives from across all parts of the business. Local BIG teams regularly feed 

back to National BIG, whose chairman in turn represents the collective colleague 
voice through regular meetings with the Chairman and CEO and by attending Board 

and Remuneration Committee meetings during the year. Operating Committee 
members also attend National BIG meetings to understand the issues that are 

important to our colleagues.

Marks & Spencer Group plc (FTSE 100), annual report and accounts 2019, 
page 35

Several companies, including United Utilities Group plc (FTSE 100) (see extract below) assigned a non-executive director 
with responsibility for workforce engagement. Similarly, Centrica plc designated one of their non-executive directors to be 
an ‘Employee Champion’ (2019 annual report, page 78).

In response to the introduction of a new requirement on how companies should 
engage with their workforces, the committee discussed a number of options. It agreed 
that existing communication channels, such as the annual employee opinion survey, 

the network of over 200 employee engagement champions and 80 health, safety 
and well-being champions, and the 920 employees involved in inclusion networks 

that provide peer-to-peer support for different employee communities, should be at 
the heart of the approach. The committee recommended to the board that a non-

executive director act as the designated lead for workforce engagement and establish 
an employee voice panel, supported by subgroups built from existing employee 

networks and forums. 

United Utilities plc (FTSE 100), annual report and accounts 2019, page 115

There were also examples of companies that have appointed a director from the workforce, such as Sports Direct plc 
with its worker representative director and FirstGroup plc with its employee director, but the cases identified were not in 
reaction to the new provisions on workforce engagement mechanisms in the UKCG Code 2018.

https://lexismarkettracker.lexisnexis.com/documents/0033/33022/158248/Anglo American Annual Report 2019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0033/33021/158243/Whitbread Annual Report 2019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0033/33021/158243/Whitbread Annual Report 2019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0033/33008/158197/M&S Annual Report 2019.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32114/155138/MT_Annual report_8 April 2019_Centrica plc.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32978/158119/United-Utilities Group Annual Report.pdf
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Climate change disclosures

In addition to the new corporate governance requirements outlined above, there are also new disclosure provisions 
regarding annual energy use and greenhouse gas (GHG) emissions. They will not have applied to companies during the 
2019 AGM season, as the new requirements apply to companies with financial years beginning on or after 1 April 2019. 
We would expect to start seeing some companies complying during the 2020 AGM season.

Despite the application of the ECR Regulations being some way off for our data set, we looked at the extent to which 
companies are referring to or complying with the new requirements.

In total, eight companies (3%) made reference to or complied with the ECR Regulations. Four of the eight companies (one 
FTSE 100 and three FTSE 250 companies) were already in full compliance with the new ECR Regulations during the 2019 
AGM season, well in advance of them applying to them. These companies were:

• Derwent London plc (FTSE 250, Investment) – see page 76 of its annual report and accounts 2018

• Drax Group plc (FTSE 250, Energy and Utilities) – see page 23 of its annual report and accounts 2019

• Pennon Group plc (FTSE 250, Oil and Gas) – see pages 106-108 of its annual report and accounts 2019, and

• United Utilities Group plc (FTSE 100, Energy and Utilities) – see pages 145-147 of its annual report and 
accounts 2019

The four other companies (two FTSE 100 and two FTSE 250) mentioned the SECR developments and/or their intention 
to give a full statement in compliance with the ECR Regulations in their next annual report.

Energy use and greenhouse gas emissions disclosures – what’s new?
The Companies (Directors’ Report) and Limited Liability Partnerships (Energy and Carbon Report) 
Regulations 2018 (ECR Regulations), SI 2018/1155 were made on 6 November 2018 and in force from 1 
April 2019, implementing the government’s policy on Streamlined Energy and Carbon Reporting (SECR). The 
2018 Regulations bring in additional requirements for quoted companies to disclose their annual energy use 
and greenhouse gas emissions (GHG), and related information. They also introduce requirements for large 
unquoted companies and limited liability partnerships (LLPs).

 The 2018 Regulations apply to companies with financial years beginning on or after 1 April 2019.

The 2018 Regulations build on the GHG reporting requirements already in place for quoted companies by 
introducing requirements to disclose:

• underlying global energy use that is used to calculate GHG emissions

• information about energy efficiency action taken in the organisation’s financial year, and

• what proportion of their energy consumption and their emissions relate to emissions and energy 
consumption in the UK (including the offshore area)

For a full description of the SECR requirements, see Practice Note: Streamlined Energy and Carbon 
Reporting (SECR) - quoted companies large unquoted companies and large limited liability partnerships. 

https://lexismarkettracker.lexisnexis.com/documents/0032/32941/157892/MT_Annual%20Report_15%20April%202019_Derwent%20London.pdf
https://lexismarkettracker.lexisnexis.com/documents/0031/31990/154792/MT_Annual%20Report_19%20March%202019_Drax%20Group%20plc.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32997/158172/Pennon%20plc%20Annual%20Report.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32978/158119/United-Utilities%20Group%20Annual%20Report.pdf
https://lexismarkettracker.lexisnexis.com/documents/0032/32978/158119/United-Utilities%20Group%20Annual%20Report.pdf
https://www.lexisnexis.com/uk/lexispsl/environment/docfromresult/D-WA-A-YVD-EW-MsSWYWD-UUW-UZEYAAUUW-U-U-U-U-U-U-ACZYBZVAZU-ACZCEVVEZU-BCCVEYUA-U-U/1/linkHandler.faces?psldocinfo=Streamlined_Energy_and_Carbon_Reporting__SECR__quoted_companies__large_unquoted_companies_and_large_limited_liability_partnerships&linkInfo=F%23GB%23UK_SI%23num%252018_1155s_Title%25&A=0.2436630274021775&bct=A&risb=&service=citation&langcountry=GB
https://www.lexisnexis.com/uk/lexispsl/environment/document/393765/8TX7-4CM2-D6MY-P0Y6-00000-00/Streamlined_Energy_and_Carbon_Reporting__SECR__quoted_companies__large_unquoted_companies_and_large_limited_liability_partnerships
https://www.lexisnexis.com/uk/lexispsl/environment/document/393765/8TX7-4CM2-D6MY-P0Y6-00000-00/Streamlined_Energy_and_Carbon_Reporting__SECR__quoted_companies__large_unquoted_companies_and_large_limited_liability_partnerships
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As the 2018 Regulations build on the GHG reporting requirements already in place 
for quoted companies, future reporting is likely to see a development of existing 

process rather than requiring a radical change of approach.  Nevertheless, drilling 
down to examine energy use in detail and recording action taken throughout the year 
to enhance energy efficiency – and considering how best to present such a report – 

will require focus well in advance of printing deadlines.

Tom Proverbs-Garbett, Pinsent Masons LLP
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Society’s consciousness of, and engagement in, climate-related issues has sharpened 
significantly over the past year, with wider public debate, the mobilisation of school 

children and, at its most extreme, the rise of civil disobedience, including at company 
AGMs. Against this backdrop, companies should carefully consider their impact 
on the environment and the likely consequences of any business decisions in the 

long-term. The new Section 172(1) Statement requirement and the UKCG Code’s 
focus on emerging risks and sustainability of the business model will throw reporting 
on climate-related issues into sharper relief in 2020. Allied to this, the heightened 
expectations of stewardship in relation to ESG issues within investee companies is 

also likely to result in enhanced reporting. The drive to integrate climate-related issues 
into mainstream reporting is set to continue not only with the introduction of the 

ECR Regulations, but also in light of the government’s expectation for future reporting 
in line with the recommendations of the Financial Stability Board’s Task Force on 

Climate-Related Financial Disclosures.

Richard Preston, Addleshaw Goddard LLP
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With thanks to our valued contributors:

Will Chalk, Partner and Head of Corporate Governance, Addleshaw Goddard LLP

Will runs the Governance & Compliance team at Addleshaw Goddard LLP. As such he 
provides advice and is a regular speaker on corporate governance and compliance issues in 
listed and larger private companies.

Edward Craft, Partner, Corporate, Wedlake Bell LLP 

Edward is a corporate lawyer with a particular specialism in corporate governance, being 
the author of the Corporate Governance Code issued by The Quoted Companies Alliance 
in both 2013 and 2018. Edward chairs the Company Law Committee of The Law Society 
of England and Wales. Edward advises on M&A, joint ventures, listed debt and equity and 
all aspects of international transactions. Edward also has an impressive record in advising 
on complex contracts, in particular in relation to infrastructure and outsourcing.

Richard Preston, Managing Associate, Governance and Compliance, Addleshaw Goddard 
LLP

Richard is a corporate governance specialist. His practice focuses on advising on all 
aspects of corporate governance, Financial Conduct Authority and Stock Exchange 
regulatory compliance and procedure. He has substantial experience advising listed public 
and large private companies on governance and compliance matters, including continuing 
obligations, disclosure requirements, governance systems and controls, the impact of the 
market abuse regulation, capital management initiatives, narrative reporting, constitutional 
matters and law, procedure and practice in relation to company meetings.

Jonathan Fletcher Rogers, Partner, Employment, Addleshaw Goddard LLP

Jonathan is the head of Addleshaw Goddard's Employee Incentives and Remuneration 
practice and advises UK and multinational clients on the design and implementation of 
share and cash-based employee incentive plans. He also advises quoted companies on 
corporate governance and disclosure issues in relation to remuneration. Jonathan is a 
regular speaker at conferences on executive remuneration and share plans more generally 
and has been recognised as a leading individual in employee incentives in Chambers and 
Partners.
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Peter Swabey, Policy & Research Director, The Chartered Governance Institute

The Chartered Governance Institute (formerly known as ICSA: The Governance Institute) is 
the professional body for governance. With 125 years' experience, it works with regulators 
and policy makers to champion high standards of governance and provide qualifications, 
training and guidance. Peter is responsible for developing the profile of the Institute 
to members, regulators, policymakers, employers and other stakeholders by delivering 
thought leadership and lobbying campaigns aligned to the Institute’s strategy and 
promoting strong governance as the vital ingredient for success in organisations.

Martin Webster, Corporate Finance 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.

Tom Proverbs-Garbett, Senior Associate, Pinsent Masons LLP

Tom is a corporate lawyer and chartered company secretary, whose practice focusses 
on corporate governance matters and issues surrounding directors' duties. Tom leads 
the company secretarial function. He writes on governance matters and corporate law 
and works closely with the governance lead partner, Martin Webster, providing training 
for boards and individual directors. Tom trained in the City and previously worked in-
house with Jaguar Land Rover, leading on their commercial research relationships with 
universities and assisting with company secretarial matters. 
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