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This Market Tracker Trend Report analyses the latest market practice and trends emerging from the FTSE 
350 annual general meeting (AGM) season 2017.

The report is split into the following three main sections:

• Narrative report, in which we look at the latest market practice on disclosures made in the narrative 
report of FTSE 350 companies’ annual reports and accounts

• Notice of AGM, where we analyse recent developments and practice regarding resolutions proposed 
and disclosures made in the notice of AGM, and

• Voting results and trends, which summarises the interesting findings coming out of shareholder voting 
patterns this season

We reviewed and analysed the annual reports, AGM notices and voting results of the FTSE 350 as listed 
for Q3 2017.

We looked at 304 of the FTSE 350 companies (comprising 100 FTSE 100 companies and 204 FTSE 
250 companies). Our review period covers the 2016/17 AGM season, with AGM notices dated between 1 
September 2016 and 30 September 2017, and AGMs held between October 2016 and November 2017.

For the purposes of this trend report, which primarily tracks compliance with the UK Corporate 
Governance Code (UKCG Code), we included FTSE 350 real estate investment trust companies (REITs, 
totalling 12 FTSE 350 companies) within our survey. We did not review closed-ended investment 
companies (totalling 46 FTSE 250 companies).

All percentages have been rounded up or down, as appropriate.

Scope
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Compliance with the UKCG Code

The 2014 version of the UKCG Code, which applies to companies with accounting periods beginning on 
or after 1 October 2014, applied to the vast majority of companies within the scope of our report. The 
2016 version of the UKCG Code applies to companies with accounting periods beginning on or after 
17 June 2016. Only 5 companies of the 304 we looked at had a financial year ending on 16 June 2017 or 
later. Of these, 3 explicitly stated compliance with the 2016 UKCG Code. BHP Billiton plc and Dechra 
Pharmaceuticals plc both stated compliance with the UKCG Code but did not specify this to be the 
2016 version.

The Financial Reporting Council (FRC) has encouraged early compliance with the 2016 version of 
the UKCG Code, and we found that a number of companies are doing so. 36 FTSE 350 companies, 
comprising 15 FTSE 100 and 21 FTSE 250, stated compliance with the 2016 version of the UKCG Code in 
their annual report.

Narrative report
This section summarises the latest market practice and 
legal developments observed by analysis of the disclosures 
in narrative reports of FTSE 350 companies this AGM 
season.

'Comply or explain'
The UKCG Code applies to companies with a premium listing of equity shares, regardless of whether they are 
incorporated in the UK or elsewhere. For the difference between premium and standard listings, see Practice 
Note: Requirements for listing on the Official List of the Financial Conduct Authority.

The UKCG Code is not a rigid set of rules, but consists of main principles, supporting principles and 
provisions. The principles are at the core of the UKCG Code and the way in which they are applied should be 
the central question for a board as it determines how it is to operate under the UKCG Code.

The ‘comply or explain’ basis underlies corporate governance in the UK. All listed companies are 
required under the Listing Rules of the Financial Conduct Authority (FCA) to either comply with the 
provisions of the UKCG Code or to explain to shareholders why they have not done so. It is recognised 
that departures from the UKCG Code provisions may be justified in particular circumstances if good 
governance can be achieved by other means. A condition of doing so is that the reasons for those 
departures should be explained very clearly and carefully to shareholders, who may wish to discuss the 
position with the company (UKCG Code, page 4).
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201 companies (66%) stated that they were in full compliance with the UKCG Code this season, a slight 
increase on last year, when we found that 61% of the surveyed companies were fully compliant. 73% of the 
FTSE 100 companies stated full compliance in comparison to 62.75% of the FTSE 250.

103 companies stated that they were in partial compliance and gave an explanation as to why they did not 
fully comply.

https://www.lexisnexis.com/uk/lexispsl/corporate/document/391388/55KY-3J51-F187-N0JV-00000-00/Requirements-for-listing-on-the-Official-List-of-the-Financial-Conduct-Authority
http://www.frc.org.uk/getattachment/ca7e94c4-b9a9-49e2-a824-ad76a322873c/UK-Corporate-Governance-Code-April-2016.pdf
BaxterE1
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Of the top 10 most common provisions that were not fully complied with, 5 were provisions regarding 
independent directors.

Code provision B.1.2 (which requires that at least half the board, excluding the chairman, should be 
independent non-executive directors) was the most common provision not complied with.

We took a detailed look at the 103 companies that stated they had not fully complied to find out what were 
the most common areas of non-compliance with the UKCG Code:

Top UKCG Code previsions for non-compliance

B.1.2 13.55%

8.88%

8.88%

7.01%

7.01%

5.61%

5.14%

4.67%

4.21%

3.74%

3.27%

3%

2.80%

1.87%

1.87%

1.40%

1.40%

1.40%

1.40%

1.40%

1.40%

1.40%

0.93%

0.93%

0.93%

0.93%

0.93%

0.47%

0.47%

0.47%

0.47%

0.47%

0.47%

0.47%

0.47%

0.47%

A.3.1

D.2.1

C.3.1

D.1.1

B.2.1

B.6.2

E.1.1

C.3.7

A.2.1

D.2.2

A.4.1

B.6.1

D.1.5

E.2.3

A.4.2

B.1.1

B.2.3

B.3.2

B.6.3

C.3.2

C.3.6

A.1.2

B.2.4

B.4.2

C.2.3

E.2.4

A.1.3

B.2.2

B.3.1

B.4.1

C.3.3

C.3.4

C.3.5

C.3.8

D.1.3

"It is important not to lose sight of the fact that the 
inherent strength of the UK Corporate Governance 
Code  lies in the flexibility created by the principle of 
"comply or explain" and that divergence from its 
recommendations, when justifiable (and properly 
justified) are merely manifestations of that principle in 
practice. Our experience is that the best annual 
reports increasingly focus on an explanation of how 
the main and supporting principles have been 
applied in practice. It is an example that others are 
likely to need to follow if they are to produce properly 
integrated reports that meet the likely future 
requirements of transparency in relation to 
stakeholder consideration and engagement, and 
properly paint a picture of governance for 
shareholders, and other stakeholders, to evaluate." 

Will Chalk, Addleshaw  Goddard  LLP

"It is good to see that there has been an improvement in the number of FTSE 
250 companies that are fully compliant with the UK Corporate Governance 
Code, but we must never forget that a good explanation of why they do 
something different also constitutes compliance with the Code. In many cases, 
a good and thoughtful explanation is better than blind compliance and 
demonstrates that the issue has been given due consideration." 

Peter Swabey, ICSA: The Governance Institute
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1 The Statutory Audit Services for Large Companies Market Investigation (Mandatory Use of Competitive Tender Processes and Audit Committee 
Responsibilities) Order 2014, which made it mandatory for FTSE 350 companies to put their statutory audit services out to tender at least every 10 
years, came into force on 1 January 2015 and applies to FTSE 350 companies with financial years beginning on or after that date.

This is a continuation of what we have seen over the last few years, and shows that companies find it a challenge to strictly 
comply with the independent director provisions in the UKCG Code.

This season, several companies also cited non-compliance with UKCG Code provisions related to the establishment and 
management of the remuneration committee. 7% of FTSE 350 companies stated non-compliance with provision D.1.1, which 
states that in designing schemes of performance-related remuneration for executive directors, the remuneration committee 
should follow Schedule A of the Code (a slight decrease on the 2016 figure of 8%).

Overall, companies have made progress in terms of full compliance with the UKCG Code. Our table below shows that partial 
compliance has decreased in every area. A leap in compliance was seen in relation to the audit committee. Provision C.3.1, 
requiring a FTSE 350 company to have an audit committee of at least three independent non-executive directors showed a 
drop in non-compliance of 7%. In addition, non-compliance with requirement to put the external audit contract out to tender 
(provision C.3.7) fell from 6% to 4.21% (which is likely to be due to the fact the it is now a legal requirement for companies to put 
their audit tender out to tender every 10 years¹).

Top 10 areas of non-compliance

UKCG 
Code 

provision
Summary

% in non-
compliance

% decrease 
from 2016

B.1.2
At least half the board (excluding the chairman) should comprise 
independent non-executive directors.

13.55% -0.45%

D.2.1
A FTSE 350 company should have a remuneration committee of at least 
three independent non-executive directors.

8.88% -2.12%

A.3.1
Chairman should meet the independence criteria, and a chief executive 
should not go on to be a chairman of the same company.

8.88% -3.12%

D.1.1

In designing schemes of performance-related remuneration for executive 
directors, the remuneration committee should follow Schedule A of the 
Code. Schemes should include provisions that would enable the company 
to recover sums paid (clawback) or withhold the payment of any sum 
(malus), and specify the circumstances in which it would be appropriate to 
do so.

7.01% -0.99%

C.3.1
A FTSE 350 company should have an audit committee of at least three 
independent non-executive directors.

7.01% -6.99%

B.2.1
There should be a nomination committee, and a majority of the members of 
that committee should be independent non-executive directors.

5.61% -3.39%

B.6.2
Evaluation of a FTSE 350 board should be externally facilitated at least 
every three years.

5.14% -1.86%

A.2.1
The roles of chairman and chief executive should not be exercised by the 
same individual.

3.74% New to top 10

C.3.7
FTSE 350 companies should put the external audit contract out to tender 
at least every ten years

4.21% -1.79

E.1.1

The chairman should ensure that the views of shareholders are 
communicated to the board as a whole and should discuss governance and 
strategy with major shareholders. The senior independent director should 
attend meetings with a range of major shareholders to develop a balanced 
understanding of their issues and concerns.

4.67% -3.33%

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/364145/Audit_Order.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/364145/Audit_Order.pdf
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Gender diversity

Diversity in the boardroom, and more widely across the company, continues to be a key area of focus for 
the media, the Government and shareholders. Investor bodies continue to monitor diversity disclosures 
and how companies are progressing in achieving diversity.

We have found most FTSE 350 companies are in compliance with UKCG Code provision B.2.4, which 
requires the company to disclose the details of the board’s policy on diversity (100% of FTSE 100 and 
96% of the FTSE 250), but that there is a wide variety in the level and depth of the disclosures being made. 
Some companies are opting for short form disclosures with some basic details on their board’s diversity 
policy , whereas other companies are setting out a great deal more detail.

Gender diversity – what is required?
UKCG Code provision B.2.4 requires a company to disclose the details of the board’s policy on diversity 
(including gender) in its annual report and to give a description of any measurable objectives set for 
implementing the policy, as well as an update on progress in achieving those objectives.

The Companies Act 2006 (CA 2006) requires the strategic report of a quoted company (including a 
premium listed company) to break down the number of persons of each sex who were its directors, senior 
managers and employees as at the end of the financial year  (CA 2006, s 414C(8)(c)). The company’s senior 
managers, for these purposes, include the directors of any subsidiary undertakings of the quoted company 
that are included in its consolidated accounts and reports (CA 2006, s 414C(10)).

In the Davies Report— Five year summary, published in October 2015, FTSE 350 companies were 
encouraged to set a voluntary requirement of 33% female representation on the board by 2020.

The Hampton-Alexander Review, published in November 2016, called for FTSE 100 companies to set a 
voluntary target of at least 33% representation of women in executive pipeline positions by 2020. Changes 
to the UKCG Code as a result of the Hampton-Alexander Review are likely as the FRC has responded 
positively to its recommendations and on 16 February 2017 announced a fundamental review of the UKCG 
Code that will begin in 2017.

"It is interesting that the most common reason for non-compliance with the 
Code is that some companies have insufficient independent non-executive 
directors on their boards and committees, including the nomination 
committee.  

I am a firm believer in the value that good NEDs bring to companies of all sizes 
and so am not persuaded by the argument that some main-market 
companies are too small for this to be practicable.  Talent is diverse and there 
are plenty of good people out there (company secretaries make great NEDs!) 
so perhaps companies can address both issues at the same time. "

Peter Swabey, ICSA: The Governance Institute

https://ftsewomenleaders.com/wp-content/uploads/2015/10/Davies-Review-Five-year-Summary-October-2015.pdf
https://30percentclub.org/assets/uploads/UK/Third_Party_Reports/Hampton_Alexander_Review_Paper_Nov_2016.pdf
https://www.frc.org.uk/news/february-2017/frc-to-review-the-uk-corporate-governance-code
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“On gender equality we continue to make progress, although work 
remains. By the end of 2016, 46% of our total management were 
women, up from 45% in 2015. At the most senior levels, however, the 
ratios are not as high. Among the ‘Top 100’ executives, 22 (22%) were 
women compared with 23% in 2015. If you include employees who are 
statutory directors of the corporate entities whose financial information 
is included in the Group’s 2016 consolidated accounts in this Annual 
Report and Accounts, the number increases to 410 males and 157 (28%) 
females. 43% (six out of 14) of the Board is female, compared with 50% 
(six out of 12) in 2015.”

Unilever plc

The average representation of women on boards was 26% at FTSE 100 companies and 20% at FTSE 250 companies. There has 
been a steady increase in the level of representation of women on boards across the FTSE 350 since last season. Overall, 46% 
of the FTSE 350 companies had over 25% women on the board, in comparison to 40% last year. 

As expected, a higher standard of compliance was found 
amongst the FTSE 100, with 68% of the FTSE 100 meeting 
25% representation of women on boards, compared with 
36% of the FTSE 250.

We took a more in-depth look at the number of women in non-
executive directorship roles, compared with those who were 
executive directors. Looking at non-executive directorships in 
isolation, women represented over 25% of roles at 85% FTSE 
100 companies, and 58% at FTSE 250 companies.

Percentage of female directors on 
board - FTSE 350

Percentage of female non-executive 
directors on board - FTSE 350

0% 0%

FTSE 100 FTSE 100FTSE 250 FTSE 250

1-24.9% 1-24.9%50%+ 50%+25-
32.9%

25-
32.9%

33-
49.9%

33-
49.9%
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Percentage of female executive 
directors on board - FTSE 350

0% 1-24.9% 50%+25-
32.9%

33-
49.9%

FTSE 100

FTSE 250

The picture was different at executive director level. 
Looking at executive directorships in isolation, only 
16.5% of FTSE 350 companies had over 25% female 
representation (20% at FTSE 100 companies and 14.7% 
at FTSE 250 companies). 79% of FTSE 100 companies 
and 85% of FTSE 250 companies with no women in 
executive positions whatsoever.

This indicates that whilst good progress in achieving 
gender diversity has been made over the last six years 
since the Davies Report was published, there is still 
some way to go to achieve diversity on the executive of 
boards of FTSE 350 companies.

"Disclosure of data below board level is a foundational element to driving 
sustainable change to senior level promotions and prospects for women. 
Organisations need to get a grasp of the size and composition of their female 
talent in order to ensure that they nurture and retain this pool. Disclosure of data 
on the gender breakdown of directors, senior managers and employees  are the 
first key step in this initiative. 

What these figures show, taken in conjunction with other informed research such 
as the Cranfield FTSE 350 analysis is that, is insufficient attention has been paid to 
nurturing and promoting the female pipeline at both board and executive level. 
Female executives with P&L responsibilities have flatlined and it is clear that 
companies do need to do more to address this issue with an earlier and more 
constructive focus on the pipeline of femal talent."

Selina Sagayam, Gibson, Dunn & Crutcher LLP

"There has been a steady increase in 
gender diversity in the boardroom, 
but there is still a long way to go, 
particularly in terms of executive 
directors and, perhaps more 
importantly, in terms of the pipeline 
for future executive directors."

Peter Swabey, ICSA: The Governance Institute
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Companies are also making headway towards the target of all FTSE 350 boards having 33% female 
representation by 2020. Across the FTSE 350, 16.4% of companies had met or exceeded this target this 
year. Again, greater compliance was seen in the FTSE 100, where 22% of companies had over 33% women 
on their board in comparison to 13.7% of FTSE 250 companies.

We found that 36% of companies have already made mention of the Hampton-Alexander Review, 
published November 2016, in advance of possible UKCG Code changes. 

“Rathbones has two female non-executive directors out of five and 
has thus achieved our commitment to meet Lord Davies’ target of 25% 
female board representation. We are working towards achieving the 
adjusted target of 33% of female board representation for FTSE 350 
companies by 2020 and are developing a policy and targets aligned to 
the recommendations published in the Hampton Alexander review in 
November 2016.”

Rathbone Brothers plc

"We are seeing encouraging statistics in headline numbers  this year after a 
period of stagnation. Prospects of the FTSE 100 achieving the Hampton-
Alexander 33% are hugely positive though the jury is still out for the 
remainder of the FTSE 350 and whether they will be able to meet the 2020 
“deadline”."

Selina Sagayam, Gibson, Dunn & Crutcher LLP

However, we also found that there had been an increase in the number of all-male boards. 13 companies 
in the FTSE 250 had no female representation on their boards at all, notably Paysafe Group plc and 
Centamin plc, who had expressed a broad intention during the 2016 AGM season to address the issue.

Convatec plc was promoted to the FTSE 100 in December 2016, making it the only company in the FTSE 
100 with an all-male board since the Davies Report — Five year summary was published in October 2015 

(although note that in June 2017 (following its AGM in May 2017, and therefore after the survey period to 
for the purposes of this report), Ros Rivaz was appointed as a non-executive director with immediate 
effect after the company was criticised for a lack of diversity on its board.)

COMPANIES WITH ALL-MALE BOARDS

CENTAMIN PLC

CLARKSON PLC

CONVATEC PLC

DAEJAN HOLDINGS PLC

EUROMONEY INSTITUTIONAL INVESTOR PLC 

GVC HOLDINGS PLC

METRO BANK PLC

MITIE GROUP PLC

NEX GROUP PLC

PAYSAFE GROUP PLC

SPORTS DIRECT INTERNATIONAL PLC 

STOBART GROUP LIMITED

TBC BANK GROUP PLC

ULTRA ELECTRONICS HOLDINGS PLC

https://30percentclub.org/assets/uploads/UK/Third_Party_Reports/Hampton_Alexander_Review_Paper_Nov_2016.pdf
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An interesting development since last year was the increase in female board representation in excess 
of 50% on the FTSE 250.  Of the 5 companies with a board made up of over 50% of women, 4 of these 
companies were from the FTSE 250.

“Ascential was highlighted in the November 2016 review as "leading 
the way" with 57.1% women on our plc Board, the highest in the entire 
FTSE 350.”

Ascential Group plc

Ethnic diversity

This AGM season, for the first time, the issue of ethnic diversity has been on the radar. The Parker Review 
(published in November 2016) 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
disclose in their annual report why they have not been able to achieve it

"It is critical that we do not get too complacent and/ or lose the 
momentum to drive Diversity (in all shapes and forms) across 
leadership and senior Exectutive levels. These insights and data as to 
the type of roles that women are occupying at board level are critical. 
There is increasing recognition that it is not simply about getting a 
SEAT at the table but also ensuring that diverse views and elements 
including women have a VOICE at the same table.  The figures show 
that dial has barely moved in relation to female representation as 
chairs or other senior non-executive roles (eg as senior independent 
directors or chairs of board committees)."

Selina Sagayam, Gibson, Dunn & Crutcher LLP

http://www.ey.com/uk/en/newsroom/news-releases/16-11-02---ftse-boards-do-not-reflect-ethnic-diversity-of-the-uk
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"With three major government-backed diversity reviews in the last 12 
months and the FCA's Disclosure Guidance and Transparency Rules now 
requiring greater disclosure around the implementation of diversity 
policies and their outcomes, diversity is, and will continue to be, a key area 
of scrutiny. 

While there has been steady progress in redressing the gender balance at 
FTSE 100 board level, there is clearly still work to be done particularly by 
FTSE 250 boards.  One year on, we now expect to see significant progress 
in companies working towards the Hampton-Alexander female leadership 
recommendation. This will require a concerted effort if the 33% target is to 
be reached by 2020, particularly by FTSE 250 companies to which the 
recommendation has recently been extended. We can also expect to see 
much greater transparency in reporting of ethnic diversity, not only at 
board level but more broadly across the workforce, with disclosure 
employee numbers by race and pay band. The time for merely 
acknowledging diversity imbalance has now passed. Investors will 
increasingly be looking for clear evidence of proper consideration of 
diversity issues, which in practice will mean demonstrating progress 
towards the various review recommendations." 

Richard Preston, Addleshaw Goddard LLP

We found that a greater number of companies were giving a breakdown of the nationality of the board 
members, as opposed to citing their ethnic origin. Of the 55 companies that referred to the Parker Review, 
only 13% of these gave a breakdown of the ethnic origin, while 87% disclosed nationality instead.

Whilst there are not yet any formal requirements in relation to ethnic diversity, the FRC has responded 
positively to these recommendations and it is likely that they will be considered as part of its fundamental 
review of the UKCG Code, which is currently underway.

In our review, we found that 55 FTSE 350 companies (31 FTSE 100 and 24 FTSE 250) have already cited 
the Parker Review, with a varying level of compliance with recommendations.

“With regard to ethnic diversity, the Board considers that Barclays is 
currently well-positioned in terms of representation at Board level and 
also at Group Executive Committee level when taking into account the 
Parker Review definition (being individuals of Black, East Asian, Latin 
American, Middle Eastern or South Asian ethno-cultural backgrounds).”
Barclays plc
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Gender pay gap

On 6 April 2017, the Equality Act 2010 (Gender Pay Gap Information) Regulations 2017, SI 2017/172 
came into force and require any company employing more than 250 employees to publish gender pay 
gap information within one year. For details on the requirements, see Practice Note: Gender pay gap 
reporting.

There is no obligation for companies to put the information in their annual report (the requirement is to 
publish it on a website), but we are finding that some companies are doing so, or are at least citing the 
gender pay gap requirements and referring to the website location where the detailed information can be 
found. Of the companies surveyed, 10.8% referred to gender pay gap information, with a fairly even split 
between FTSE 100 and FTSE 250 companies.

“This year we have disclosed gender pay gap data for the first time… 
in advance of UK disclosure rules coming into effect in April 2017. 
This shows a gap of 31% to 33% for salary and other cash allowances 
per hour and 59% to 66% for bonus, though these figures may be 
misleading.”

Schroders plc

“As an illustration, female pay as a percentage of male pay at easyJet, 
irrespective of the type of role or any other consideration, was 35% 
for the year ending 30 September 2016, an improvement of three 
percentage points compared to the year ending 30 September 2015. 
This is based on full-time equivalent basic salary of active UK employees. 
This is influenced by the salaries and gender make-up of easyJet’s two 
largest communities, its pilots and cabin crew. Pilots are predominantly 
male and their salaries are higher than for cabin crew, the majority of 
whom are female.”

easyjet plc

http://www.legislation.gov.uk/uksi/2017/172/contents/made
https://www.lexisnexis.com/uk/lexispsl/employment/docfromresult/D-WA-A-CV-CV-MsSAYWC-UUW-UZEYAAUUW-U-U-U-U-U-U-ACAAECEVUD-ACUECVUWUD-DCWAZVWAU-U-U/1/393759
https://www.lexisnexis.com/uk/lexispsl/employment/docfromresult/D-WA-A-CV-CV-MsSAYWC-UUW-UZEYAAUUW-U-U-U-U-U-U-ACAAECEVUD-ACUECVUWUD-DCWAZVWAU-U-U/1/393759
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Modern slavery

We have found that many more companies have referred to modern slavery statements in their narrative 
reports this season (59% of FTSE 350 companies), despite the fact that the obligation is only to make the 
statement available in a prominent place on a website.

The majority of companies make only a brief mention of the modern slavery statement requirement with 
reference to where the detailed statement can be found (see Beazley plc annual report and 
accounts 2016, page 61), but we did find several examples of companies giving more detailed 
information (see Halma plc annual report and accounts 2017, page 59), or even setting out the entire 
statement, in the narrative report.

The Modern Slavery Act 2015 , s 54, requires that any commercial organisation in any sector that supplies 
goods or services and carries on a business or part of a business in the UK, and is above a total turnover 
threshold of £36m, must produce a slavery and human trafficking statement for each financial year of the 
organisation. The statement must set out what steps they have taken during the financial year to ensure that 
modern slavery is not occurring in their supply chains and in their own organisation.

The statement must be published in a prominent place on the company’s website. Governmental guidance is 
that organisations should seek to publish their statement as soon as reasonably practicable after the end of 
their financial year, ideally no later than six months after the organisation’s financial year end.

"The issues of modern slavery and ethical supply chains are increasingly 
prominent at board level, largely as a result of the obligation to publish to 
supply chain transparency statement under the Modern Slavery Act 2015.  It's 
understandable that companies would wish to refer to their statements in their 
annual reports to highlight to actual and potential investors that they have 
complied with the obligation to publish a statement. However, of much greater 
importance is the quality of information provided in the actual statement, and 
the steps taken to understand and tackle any risks of exploitation in a 
company's supply chain. It should not be considered a tick box exercise. 

The Modern Slavery Act 2015 sets out six areas on which companies may wish 
to comment in relation to their business and supply chains. These include: a 
company's policies in relation to modern slavery, details of any risk analysis it 
has carried out, its supplier due diligence processes and details of any staff 
training. Although companies are not obliged to cover all six areas, it is 
becoming increasingly clear that best practice is to do so. In addition, recent 
updates to the Government's guidance document seek to encourage 
businesses to cover all six areas and to "paint a detailed" picture of all the 
steps that a company has taken."

Katie Kinloch, Addleshaw Goddard LLP

https://www.lexisnexis.com/uk/lexispsl/corporate/document/274768/5FRN-P761-DYCN-C2BB-00000-00/Modern-Slavery-Act-2015-%282015-c-30%29---54%C2%A0Transparency-in-supply-chains-etc
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/649906/Transparency_in_Supply_Chains_A_Practical_Guide_2017.pdf
http://www.halma.com/~/media/Files/H/Halma-V4/investors/reports/2017/halma-annual-report-2017.pdf
https://reports.beazley.com/2016/assets/resources/beazley-annual-report-2016.pdf
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Risk and Brexit

We have looked at the risk disclosures in the narrative report, and specifically at what FTSE 350 
companies are saying about Brexit in light of recent statements by the FRC and the European Securities 
and Markets Association (ESMA) reminding companies to disclose risks and the expected impact of 
Brexit².

Whilst we have observed almost 100% compliance with the UKCG Code provisions on risk (provisions 
C.2.1, C.2.2 and C.2.3), with only two companies stating in their annual report that they did not comply 
with provision C.2.3, we have observed a wide variety of practice emerging in relation to Brexit disclosures.

Most companies are mentioning Brexit in their risk disclosures, with 78% of the FTSE 350 referring to 
Brexit within their annual report, but almost a quarter of these made disclosures this season that went 
beyond addressing uncertainties and showed they have taken action to address and minimise risks to 
their business in the light of Brexit.

These companies appear to be adhering to the FRC’s recommendations that companies should 
be increasingly detailed in their disclosures regarding Brexit as time goes on. In addition to more 
comprehensive Brexit analysis, we saw a general trend towards the establishment of Brexit steering 
committees and working groups to assess the risk of, and deal specifically with the challenges posed by 
the departure of the UK from the European Union (see Ibstock plc annual report and accounts 2016, 
pages 7 and 36).

“We have broadly all the licenses and infrastructure needed to continue 
to support our clients once the UK leaves the EU. This largely derives 
from our position in France where we are the sixth largest bank with 
a full range of capabilities. Current contingency planning suggests we 
may need to relocate some 1,000 roles from London to Paris 
progressively over the next two years, depending on how [Brexit] 
negotiations develop.”

HSBC Holdings plc

"The United Kingdom’s decision to leave the European Union has 
undoubtedly brought a range of reporting requirements into sharper 
focus since 2016. Disclosure appears to be maturing from the "opening" 
disclosures that it was too early to provide any specific commentary to a 
more considered discussion of some of the potential implications, for 
example, around access to skilled workers. We expect to see companies 
continue to assess and refine their disclosures to provide increasingly 
focused disclosures, identifying the company-specific risks and 
opportunities as the economic and political effects of the vote develop 
and become more certain." 

Richard Preston, Addleshaw Goddard LLP

2 FRC Reminders for half-yearly and annual financial reports following the EU referendum, published 12 July 2016 
and ESMA Public Statement: European common enforcement priorities for 2016 financial statements,published 28 
October 2016.

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
BaxterE1
Highlight

http://www.ibstockplc.com/~/media/Files/I/Ibstock/investor-docs/results-and-presentations/annual-reports-and-accounts-2016.pdf
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Viability statements

In November 2016, the Investment Association (IA) issued new guidelines on viability statements in 
which it said it would like to see more differentiation between companies and a longer timeframe than 
three  or five years given the long-term nature of equity capital and directors’ duties. It would also like a 
clear statement on why a period was chosen and more transparency on how the directors have 
considered wider factors such as the business and industry sector.

We have seen a variety of different  ways that companies are drafting their viability statements, 
ranging from a short couple of sentences to a lengthy and in-depth disclosure. We identified an in- 
depth viability statement in Kaz Minerals PLC's annual report (page 58).

What is a viability statement?
Provision C.2.2 was introduced in the 2014 version of the UKCG Code which required the directors to report 
on the company’s longer term viability:

“Taking account of the company’s current position and principal risks, the directors should explain in the 
annual report how they have assessed the prospects of the company, over what period they have done so 
and why they consider that period to be appropriate. The directors should state whether they have a 
reasonable expectation that the company will be able to continue in operation and meet its liabilities as 
they fall due over the period of their assessment, drawing attention to any qualifications or assumptions 
as necessary.”

0

Years

Number of companies

3

4

5

6

50 100 150 200 250

13

247

43

1

We have found that the average length of the period covered by the viability statement this season is 3 
years, which reflects our findings last AGM season. 44 companies in our data set (14.5%) have viability 
statements of 5 years or more. Only one company had a viability statement in excess of 5 years: 
Paysafe Group plc, which included a 6-year viability statement in its annual report.

Interestingly, we did not see greater compliance with the recommendations in this area among FTSE 
100 companies, with the split between FTSE 100 and FTSE 250 companies with a viability statement 

of 5 years or more being 43% to 57% respectively.

Average length of viability statement

https://www.ivis.co.uk/media/12474/Guidance-viability-statements-final.pdf
http://www.kazminerals.com/en/investors_media/investor_library
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Audit tender

This year, 35 FTSE 350 companies (12%) appointed a new auditor. This is a very slight decrease on the last 
AGM season.

All of those companies opted to appoint one of the big four. Deloitte was the most appointed auditor, 
selected by 14 of the 35 companies putting the external contract out to tender.

Of the 36 companies surveyed that are complying with the 2016 version of the UKCG Code, only one 
company (Daejan Holdings plc) cited non- compliance with new provision C.3.8.

Audit tender requirements
The 2014 version of the UKCG Code contains a provision (C.3.7) that companies should put the external 
audit contract out to tender at least every ten years.

This provision has been removed in the 2016 version of the UKCG Code, because it has become a legal 
requirement for all companies to put the external audit function out to tender every 10 years.

The 2016 UKCG Code contains a new provision C.3.8 states that companies should give ‘advance notice’ of 
retendering plans.

PricewaterhouseCoopers LLP

KPMG LLP

Deloitte LLP

Most commonly appointed auditors following external audit tender

40%

28%

29%

3% Ernst Young LLP

“Although the Code would now recommend the company re-tender 
the audit, under the recent EU Audit Directive and EU Regulation the 
Company will be required to appoint a different external auditor by 2020 
provided these regulations still apply at that time. It is therefore not the 
current intention of the Board to put the external audit contract out to 
tender before then, but the position will be kept under regular review.”

Daejan Holdings plc
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Audit committees

95% of the FTSE 350 companies surveyed made reference to the competence of individual members of 
their audit committee relevant to the company’s business sector, in compliance with provision C.3.1.

The 2016 version of the UKCG Code contains new wording within provision C.3.1, stating that the audit 
committee as a whole shall have competence relevant to the sector in which the company operates. We 
are already seeing early signs of compliance. Of the 36 companies in our data set complying with the 2016 
UKCG Code, only one (ConvaTec plc) stated non-compliance with C.3.1 – although this was in relation to 
independence and not competence of the committee as a whole.

“As set out in the biographical details on pages 56 and 57, the members 
of the Committee have a strong mix of skills, expertise and experience 
from a wide variety of industries and as a whole, have the relevant 
competencies for the sector in which we operate. ”

UDG Healthcare plc

“The Board is satisfied that Rosalyn Wilton brings recent and relevant 
financial experience as required by the UK Corporate Governance 
Code as a former Chairman of the Risk Committee at AXA UK Limited. 
Additionally, in accordance with the 2016 Corporate Governance Code 
which becomes mandatory for the Company next year, the Board 
considers that all Committee members have the expertise and relevant 
competency required in the sectors in which the Company operates 
to discharge their duties, as they all hold or have previously held senior 
positions in related and relevant businesses. Andrew Livingston adds to 
the existing skill set of members, bringing current retail and ecommerce 
experience as Chief Executive of ScrewFix, a leading online retailer. 
Biographies of the Committee members which set out the relevant 
knowledge and sector relevant experience they bring can be found on 
pages 60 and 61.”

LondonMetric Property plc
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Significant ‘no’ votes

In addition to the UKCG Code requirement for companies to explain in its announcement of voting 
results any action they intend to take to understand any significant votes against resolutions at the AGM 
(provision E.2.2), the Pensions & Investment Consultants Limited (PIRC) stated in its updated 2016 UK 
Shareowner Voting Guidelines that companies should disclose in its subsequent annual report steps 
taken to engage with shareowners on the substantive concerns represented by any ‘significant’ no votes³.

Although not many companies have included this information, we have seen compliance from a few 
of the companies that received the highest opposition votes last season, who have observed PIRC’s 
recommendation and made a relevant disclosure within the narrative report.

“At the 2016 AGM, we heard a clear message from shareholders on 
executive pay. During the past year we have sought to address these 
concerns, recognizing they reflect the concerns of society more broadly. 
The decisions we have taken, and for which we seek shareholder 
approval, mark a significant break from past policy…This new approach 
aims to take account of shareholder concerns on the level of executive 
pay while recognizing the clear need for a global business like BP 
to attract and retain the best talent. With those two primary 
considerations in mind, my fellow board members and I believe the new 
policy to be appropriate, balanced and responsive to all those we serve 
as a business.”

BP plc

3 Significant is commonly perceived to mean 20%. The Directors’ Remuneration Reporting Guidance issued by the GC100 and 
the Inv estor Group suggests 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’. Although this guidance only relates to the remuneration report, it is likely that votes against in excess of 20% will 
start to be seen as significant in relation to other resolutions.

“The Investment Association is in the process of contacting all main 
market companies which received a significant "no" vote at their 2017 
AGM in relation to any resolution put to shareholders. They intend to 
publishing the responses in a publicly available register which is 
expected to go live towards the end of 2017. "Significant" in this context 
appears to be a negative vote of 20% or more, although it remains to be 
seen whether in time different thresholds are applied to different 
resolutions given that, for example, director re-election resolutions 
traditionally attract far less dissent as a matter of course when 
compared to advisory votes on remuneration reports"

Will Chalk, Addleshaw Goddard LLP

http://pirc.co.uk/news-and-resources2/guidelines
http://pirc.co.uk/news-and-resources2/guidelines
https://uk.practicallaw.thomsonreuters.com/Link/Document/Blob/Ib127ccfd606f11e698dc8b09b4f043e0.pdf?targetType=PLC-multimedia&originationContext=document&transitionType=DocumentImage&uniqueId=1aa0b82e-dd94-4994-815c-2585e2cd58c8&contextData=(sc.DocLink)&comp=pluk
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Notice of AGM 

This part of the report analyses developments and market practice in 
relation to the resolutions proposed  and disclosures made within 
notices of AGM this season.

Over half (60.4%) of the FTSE 350 companies surveyed have proposed a new remuneration policy this 
season.

239 (78.6%) of the FTSE 350 companies surveyed proposed a final dividend payment at the end of their 
accounting year.

UKCG Code provision B.7.1 provides that all directors of FTSE 350 companies should be subject to annual 
election by shareholders. 

When this provision was first introduced⁴, it was a little controversial and not all companies chose to comply. 
However, we have found that 100% of companies are compliant this season.

Due to the changes that were made to the Listing Rules in May 2015, any premium listed company with 
a controlling shareholder must ensure that the election and re-election of any independent director is 
approved by both the independent shareholders of the company (meaning all the shareholders other than 
the controlling shareholder) and all the shareholders of the company (including the controlling shareholder).

This means that there is now a dual-voting regime required for electing or re-electing any independent 
directors at the AGM (LR 9.2.2ER). However, the FCA has confirmed (in its Policy Statement PS14/8) that 
the requirement can be met by proposing a single resolution and holding one vote as long as the votes of the 
controlling shareholder are identifiable.

Directors’ remuneration 

Approving a final dividend 

Election of directors

Controlling shareholders

4 Provision B.7.1 was introduced in the 2010 version of the UKCG Code, which applied to companies with accounting periods 
beginning on or after 2 June 2010.
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https://www.fca.org.uk/publication/policy/ps14-08.pdf
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Market practice emerging last year was that most companies are proposing a single resolution to re- elect 
their independent directors, but identified the votes of the controlling shareholders in their announcement 
of results.

This trend has continued this year. 41 (13.5%) of the companies in our survey had controlling shareholders, 
and all but one (Wizz Air plc) proposed single resolutions, but counted the votes separately (both with and 
without the controlling shareholder), and set details out in the AGM results notice. See the explanatory notes 
to the resolutions for the 2017 AGM notice of Ferrexpo plc, for example. Wizz Air plc proposed two separate 
resolutions in respect of each director appointment/re-appointment.

As a matter of best practice, FTSE 350 companies should adhere to the Share Capital Management 
Guidelines of the IA on directors’ power to allot share capital, in addition to complying with the CA 2006 
requirements. The IA guidelines provide that a request to give directors authority to allot shares in a 
company up to an amount equal to two-thirds of its existing issued share capital (disregarding treasury 
shares) will be regarded as routine. They also state that to the extent that directors are given authority to 
allot new shares in a company up to an amount in excess of one-third of its existing issued share capital, 
the authority to allot the excess should be applied to fully pre-emptive rights issues only. The IA guidelines 
expect an authority to allot to be approved by ordinary resolution and to last only for the period until 
the next AGM.

This season, 97% of the companies surveyed sought a general allotment authority of up to one-third of the 
issued ordinary share capital.

75% of the companies seeking a general allotment authority of up to one-third sought an additional 
authority to allot shares in the context of a fully pre-emptive rights issue of up to one-third of the issued 
ordinary share capital.

No companies requested authority above the recommended limits.

Authorising allotment of shares

Authority to allot

221 74 9

Authority to allot up to 33%

No general authority to allot

Authority to allot up to 33% and an additional 33% pre-emptive rights issue

https://lexismarkettracker.lexisnexis.com/documents/0014/14994/92331/MT_AGM%20notice_25%20May%202017_Wizz%20Air%20Holdings%20plc.pdf
https://lexismarkettracker.lexisnexis.com/documents/0023/23396/135658/MT_Notice%20of%20AGM_20%20April%202017_Ferrexpo%20plc.pdf
https://www.theinvestmentassociation.org/assets/files/ivis/20160701-SCM-Share-Capital-Management-Guidelines.pdf
https://www.theinvestmentassociation.org/assets/files/ivis/20160701-SCM-Share-Capital-Management-Guidelines.pdf
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Disapplication of pre-emption rights

97% of the companies surveyed proposed a special resolution to generally disapply pre-emption rights at 
their AGM.

Of those companies, all but one limited their request to generally disapply pre-emption rights to 5% (or less) 
of the company’s ordinary share capital. Lancashire Holdings Limited sought authority to disapply up to 15% 
and received 99.04% shareholder support for the resolution.

“The Board acknowledges that the total amount of the pre-emption 
disapplication for which authority is requested is above the levels that 
are considered routine by UK investors and investor groups. In seeking 
this authorisation, the Board’s resolve has been strengthened over a 
number of years through its extensive engagement with Shareholders, 
to whom we have explained the need to maintain competitiveness and 
flexibility in the face of changing market circumstances.”

Lancashire Holdings Limited

A company with a premium listing should comply with the Pre-Emption Group’s Statement of  Principles. 
The Principles are supported by other institutional investor bodies, including the IA, PIRC and Institutional 
Shareholder Services, Inc. (ISS). The Principles state that requests for a general disapplication of pre-
emption rights are more likely to be considered as routine by investors if a company is seeking authority to 
issue non-pre-emptively for cash, equity securities representing:

• no more than 5% of the company’s issued ordinary share capital (including treasury shares) in any one 
year for general use; and

• no more than an additional 5% of the company’s issued ordinary share capital, provided that it is 
intended for use only in connection with an acquisition or specified capital investment

In addition, the Principles state that a company should not issue non-pre-emptively more than 7.5% of its 
issued ordinary share capital (excluding treasury shares) in any rolling three-year period.

In May 2016, the Pre-Emption Group also published template resolutions providing that companies 
propose separate resolutions for the general 5% disapplication of pre-emption rights and the additional 5% 
disapplication in connection with an acquisition or specified capital investment.

http://www.pre-emptiongroup.org.uk/getmedia/655a6ec5-fecc-47e4-80a0-7aea04433421/Revised-PEG-Statement-of-Principles-2015.pdf.aspx
http://www.pre-emptiongroup.org.uk/getmedia/963da194-742f-45b2-84d9-d1ee83b786bb/PEG-Template-resolution-for-disapplication-of-pre-emption-rights.pdf.aspx
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Disapplication of pre-emption rights

15 75 205 9

No disapplication resolution (general or specified investment)

Resolution to disapply up to 5% (general) (separate resolution)

Resolution to disapply additional 5% (specified investments) (separate resolution)

Resolution to disapply additional 5% (specified investments) (resolution combined)

4% of companies (9) seeking authority to disapply pre-emption rights for an additional 5% failed to 
separate the resolutions for a general pre-emption disapplication and a specified acquisition or capital 
investment pre-emption disapplication in line with the template issued by the Pre-emption Group 
guidelines. Within the AGM results of the companies not separating the two resolutions, there was no 
significant shareholder opposition (over 20% ‘no’ votes). The highest percentage of no votes seen in this 
instance was at the Restaurant Group plc AGM, where the disapplication of pre-emption rights was voted 
against by 16.58% of shareholders.

We found that 91.5% of companies are limiting their non-pre-emptive issues to 7.5% of the ordinary share 
capital in any rolling three-year period. 23 companies did not confirm that they would be limiting non-pre-
emptive issues, but did not suggest they intended to go over that limit. Two companies went over the 7.5% 
limit. TUI AG limited the disapplication of pre-emptive rights to a share volume of 10% in aggregate of the 
share capital over 3 years. Lancashire Holdings Limited capped its disapplication of pre-emption rights to 
15% over 3 years.

214 of the 304 companies also proposed a further resolution to disapply pre-emption rights in connection 
with an acquisition or specified capital investment.
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Share buybacks

This season, 93% (283) companies proposed share buybacks. It is interesting to note that despite 
recent negative commentary from institutional investors regarding share buybacks (see text box 

below), this figure represents a very slight increase on last year, as opposed to a decrease, which we 
had expected to see. 

We have found several examples of the board providing a ‘clear, cogent and compelling case for carrying out 
a buyback’ in line with PIRC’s UK shareowner voting guidelines.

Of the 283 companies proposing a resolution to approve the authority to carry out a share buyback, 5.3% 
proposed a buyback in excess of 10%, up to the limit of 15% prescribed in the Listing Rules, representing a 
slight decrease on last year’s figure of 6%.

“Given the increase in staff numbers, the continued determination 
to maintain staff participation in the Company's share plans and the 
necessity to remain within the dilution rules set out in those plans, if this 
resolution is passed by shareholders the Company may seek to exercise 
this authority for the purpose of purchasing shares in the market in order 
to supplement the shares available for distribution to staff under the 
Company’s share plans."

Admiral plc

Investor guidelines and latest developments
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.

PIRC changed its policy within its 2016 Shareowner Voting Guidelines to recommend that shareholders 
vote ‘no’ unless the board can provide a clear, cogent and compelling case for carrying out a buyback 
and 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.

https://www.handbook.fca.org.uk/handbook/LR/12/4.html
http://pirc.co.uk/news-and-resources2/guidelines
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Calling general meeting on short notice

Political donations

86% of companies surveyed proposed a resolution to call a general meeting on short notice (being 14 rather 
than 21 days). This is broadly the same as the figure from last year (85%).

47% of the companies reviewed 
proposed a resolution to approve 
political donations and expenditure at 
their 2017 AGM (62% of the FTSE 100 
and 40% of the FTSE 250). This might 
be considered a relatively low number 
of companies, given the wide definitions 
under CA 2006 and PPERA. This figure is 
the same as last AGM season.

Part 14 of the CA 2006 and the Political Parties, Elections and Referendums Act 2000 (PPERA) 
contains provisions which control:

• political donations made by companies to political parties, to other political organisations and to 
independent election candidates; and

• political expenditure incurred by companies.

Although few companies make direct political donations or incur direct political expenditure, the definitions 
under the CA 2006 and PPERA are wide and may catch categories of donation and expenditure that are 
not overtly political. For this reason, many companies propose a standard resolution at each year’s AGM to 
approve political donations and political expenditure

Level (£) of political donations & expenditure sought 
to be authorised across FTSE 350

smallest £5,000

largest £250,000

median £100,000

mean £79,790.52

Format of AGM

Jimmy Choo PLC held the first ever fully-electronic AGM last season, and has done likewise this year. 
However, despite initial investor appetite regarding virtual meetings (see the ICSA article on AGM 
Innovation, published August 2016), no other companies have followed suit. Jimmy Choo PLC continues 
to be the only company to have held a virtual-only AGM in 2016 and 2017.

A number of companies (7.24%) are holding hybrid physical and electronic meetings, where they 
allow shareholders to attend by webcast if they so wish, but that number is only a very slight increase 
on last year.

https://www.icsa.org.uk/knowledge/governance-and-compliance/analysis/september-2016-agm-innovation
https://www.icsa.org.uk/knowledge/governance-and-compliance/analysis/september-2016-agm-innovation
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A likely reason why companies are not proposing virtual-only meetings is that CA 2006, s 311 provides that 
the notice of a general meeting must state the time and date and the place of the meeting, and some are 
interpreting the word ‘place’ as meaning a physical location.

This also seems to be the preference of investor bodies, such as ISS, who recently announced that 
it proposes to add a new policy to the UK/Ireland and European Voting Guidelines on virtual/hybrid 
shareholder meetings and that under the proposed policy, ISS will generally recommend against proposals 
that allow for the convening of virtual-only shareholder meetings.

"Several companies amended their constitutions in 2017 to enable them to 
hold AGMs over the internet – i.e. "virtual AGMs". However, given ISS's recently 
published voting guidelines and their view that if meeting attendance via the 
web is permitted, it should be in addition to and not instead of the ability of 
shareholders to attend in person, one wonders how much use of the internet 
we will see. Those that sought to enable the holding of virtual meetings would 
have done so with one eye on potential cost savings relative to holding 
physical meetings – to run a hybrid meeting only increases cost and therefore 
a shift to web-based meetings seems unlikely in the short term." 

Will Chalk, Addleshaw Goddard LLP

“The Company provides for the vote on each resolution to be by poll 
rather than by show of hands. This provides for greater transparency 
and allows the votes of all shareholders to be counted, including those 
votes cast by proxy.”

British American Tobacco plc

“Voting on all resolutions will be conducted by way of a poll rather than 
on a show of hands. This is a more transparent method of voting as 
Shareholders’ votes are counted according to the number of shares 
registered in their names.”

Reckitt Benckiser Group plc

Poll votes

This season, 72% of the companies reviewed proposed that all resolutions be voted in by way of poll rather 
than on a show of hands. 83% of FTSE 100 companies proposed poll voting, in comparison to 67% of FTSE 
250 companies.

ICSA recommends that where a company decides to automatically vote on a poll at its meetings, it should 
make a statement in its notice of meeting stating that this is the case and giving its reasons for doing so in 
order that shareholders do not feel aggrieved for not having had the opportunity to vote on a show of hands. 
We observed the following examples of such explanatory statements:

https://www.issgovernance.com/file/policy/8-2017-comment-period-template-ukireland-and-europe-virtualhybrid-shareholder-meeting-proposals.pdf
https://www.lexisnexis.com/uk/lexispsl/corporate/document/274768/7W2R-F3X0-Y97X-72KY-00000-00/Companies-Act-2006-%282006-c-46%29---311%C2%A0Contents-of-notices-of-meetings


M
arket Tracker Trend Report

AG
M

 season 20
17

25

Voting results and trends

In this part of the report we examine notable voting patterns and 
any other developments arising during the 2017 AGM season, 
including significant votes against resolutions. 

Significant ‘no’ votes

The UKCG Code requires that companies explain in the announcement of voting results any action they 
intend to take to understand any significant votes against resolutions at the AGM (provision E.2.2). As 
mentioned above, ‘significant’ is commonly perceived to mean 20%. The FRC has noted in its report on 
Developments in Corporate Governance and Stewardship 2016, published in January 2017, that most 
explanations to date have been of poor quality, and clarified that good quality explanations should include 
details on:

• the background to the vote

• the rationale for the original decision, and

• how the company intends to address shareholder concerns

23% of the FTSE 350 companies surveyed received significant ‘no’ votes against one or more of their 
resolutions this season, (compared with 9% last year). Looking at the FTSE 100 and FTSE 250 in 
isolation, 17% of the FTSE 100 and 26% of the FTSE 250 received significant 'no' votes against one or 
more of their resolutions. 

 7 resolutions failed outright this season:

• 3 resolutions to disapply pre-emption rights (at Tullow Oil plc, AA plc and Old Mutual plc)

• 2 non-binding resolutions to approve the directors' remuneration report (at Crest 
Nicholson Holdings plc and Pearson plc)

• 1 resolution to reappoint a director (at Centamin plc)

• 1 resolution proposed by the shareholders at Royal Dutch Shell plc in relation to climate 
change and moving to a zero-emission energy system 

New public register of significant opposition votes
Later this year, the IA will launch its public register of significant votes against any resolution at an AGM 
or general meeting of a company in the FTSE All-Share index. The register will include 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 UK Corporate Governance 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.
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Further details on significant votes against resolutions are provided below.

https://www.frc.org.uk/getattachment/ca1d9909-7e32-4894-b2a7-b971b4406130/Developments-in-Corporate-Governance-and-Stewardship-2016.pdf
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Pre-emption

General disapplication of pre-emption rights

Although opposition to the general disapplication of pre-emption rights was quite low overall, 1.7% of 
companies had dissenting votes of more than 20%. At Old Mutual plc, the resolution was defeated by a 
narrow margin (25.64% of shareholders voted against).

The resolution passed by a very small percentage at Mitie Group plc, with 76.8% of shareholders in favour 
of a general 5% disapplication. 

Shareholders at Capital & Counties Properties plc Carillion plc Rio Tinto plc also received significant 
opposition to this resolution, but did not address shareholder concerns in the publication of their 
AGM results. 

"Whilst the Company is disappointed with this outcome, as explained 
in the AGM circular the Directors had no present intention to allot any 
shares pursuant to this resolution. Whilst both these resolutions are 
considered routine for listed companies in the UK, the Company is aware 
that certain overseas institutional investors, mainly in South Africa, have 
a policy of not supporting them. The Company will continue to engage 
with those shareholders to improve understanding and, if possible, allay 
any such concerns for the future."

Old Mutual plc

"A process of shareholder consultation has commenced and Mitie will 
continue to engage with those shareholders who either withheld their 
vote, or voted against these resolutions, to improve understanding and, 
if possible, allay any such concerns for the future."

Mitie plc

BaxterE1
Highlight
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Additional disapplication of pre-emption rights for acquisition or specified capital investment

We saw a slight increase in 'no' votes where companies put forward a resolution to approve a further 
disapplication of pre-emption rights for acquisition or specified capital investment. 4.5% of the companies 
we surveyed saw significant 'no' votes over 20%. The resolution was passed by a narrow margin of 76.09% at 
Entertainment One Limited. However, the resolution failed at the AGMs of 
both Tullow Oil plc and AA plc with dissenting votes of 28.42% and 35.84% respectively. Tullow Oil plc did not 
give any further explanation regarding the failure of the resolution in the announcement of their AGM results.

"AA plc acknowledges that Resolution 16, in relation to a further 5% 
disapplication of pre- emption rights, was not passed at the AGM held on 8 
June 2017.  Resolution 14, which grants authority to allot shares, was passed 
although a high number of votes were received against it.  A process of 
shareholder consultation has commenced and we have been informed that 
some significant shareholders generally oppose share issuances with pre 
emptive rights above 33% and without pre emptive rights above 5% and 
therefore this vote against is not specific to the AA."

AA plc

Share buybacks

Meetings held on short notice

Directors’ remuneration

Following increased negative comments from PIRC regarding buybacks, we were surprised to see very little 
shareholder opposition to the resolution to approve share buybacks. Most 'no' votes were around 2-3%. 
The highest dissenting vote was just over 5% at Great Portland Estates plc.

There were no significant 'no' votes against the resolution to hold a meeting on short notice this year.

Most of the significant ‘no’ votes were against resolutions relating to directors’ remuneration. The 
advisory resolutions on the remuneration report were not passed at the AGMs of Crest Nicholson 
Holdings plc and Pearson plc .
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Company %  'no' votes Resolution Explanation

Pearson plc 65.59 Non-binding vote 
on remuneration 
report

During 2016, Pearson engaged extensively with its major 
shareholders to understand their views on remuneration 
matters. We were disappointed that the advisory vote for this 
year's remuneration report was not passed and that, although 
passed, there was a significant minority vote against both our 
remuneration policy and the reelection of our remuneration 
committee chair, Elizabeth Corley. Naturally, we acknowledge 
this feedback and thank those shareholders who have already 
spoken with us and explained their reasons for not supporting 
the relevant resolutions. The remuneration committee is 
committed to continuing dialogue with our shareholders to 
help shape the implementation of our remuneration policy 
going forward.

Crest Nicholson 
Holdings plc

58.12 Non-binding vote 
on remuneration 
report

Whilst we note that our Remuneration Policy continues to be 
well supported with a 96% in favour vote, we are disappointed 
the advisory vote for this year’s remuneration report was not 
carried. We understand from dialogue with shareholders 
ahead of the AGM that the main area of concern relates to the 
profit before tax per share (the “PBT Element”) targets for the 
2017-2019 LTIP which makes up 50% of the performance 
condition.

Telecom Plus plc 49.59 Non-binding vote 
on remuneration 
report

No explanation in AGM results.

Inmarsat plc 48.86 Non-binding vote 
on remuneration 
report

The Board is mindful however that the advisory vote for this 
year's Annual Report on Remuneration passed, however, with 
just over 51%. In discussions with shareholders in the lead 
up to the AGM, the Company received comments on the 
implementation of  the Policy during 2016 and the Company 
has confirmed it will review its approach to remuneration over 
the next year, which will include a review of the operation of 
the Bonus Share Award. We will continue to engage with our 
shareholders as we conduct this review.

Morrison (WM) 
Group plc

48.11 Non-binding vote 
on remuneration 
report

No explanation in AGM results

Entertainment 
One Ltd

47.36 Binding vote on 
remuneration 
policy

As always, the Board will reflect on the feedback that it has 
received from shareholders and will continue to engage 
actively with shareholders and investors, both through formal 
results presentations and informal meetings which take 
place as part of the Company's ongoing investor relations 
programme

Aveva Group plc 43.55 Binding vote on 
remuneration 
policy

Nonetheless in view of the significant proportion of votes cast 
against the Resolutions and the Company's obligations under 
the UK Corporate Governance Code, the Company takes its 
responsibility to engage with investors seriously and, therefore, 
will conduct a thorough assessment of the feedback received.
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Company % og votes 
against Resolution Explanation

GVC Holdings plc 43.08 Non-binding vote 
on remuneration 
report

It should be recognised that the remuneration arrangements 
disclosed in the 2016 Directors' remuneration report were 
agreed when GVC was AIM-listed and fully disclosed in our 
2015 prospectus, with more than 95% of GVC's shareholders 
approving our long-term incentive plan arrangements in 
December 2015. In addition, today's result needs to be seen 
in the context of the large support for resolution 3, GVC's 
remuneration policy, which is more representative of our 
current and future philosophy. Acknowledging that investors 
in FTSE250 companies can have different expectations on 
executive remuneration, GVC's Remuneration Committee 
has already embarked on developing a new remuneration 
policy with its independent remuneration consultant and 
we have disclosed publicly our aim of consulting with our 
major shareholders on this matter by October 2017. This 
process will be led by Jane Anscombe, appointed today an 
independent Non-executive Director and the new Chair of 
the Remuneration Committee. Jane will be supported in 
the consultation by GVC's Senior Independent Director, Will 
Whitehorn.

Greencore Group 
plc

40.10 Binding vote on 
remuneration 
policy

No explanation in AGM results

Astrazeneca plc 38.83 Non-binding vote 
on remuneration 
report

The lower level of support for the remuneration report is 
considered to reflect concerns regarding how the AstraZeneca 
Investment Plan (AZIP) will be operated for the outstanding 
AZIP awards previously made, and the level of information 
given about the annual bonus plan and awards.

"These companies, along with all other companies that received a 20 per cent. or 
greater vote against a resolution or who withdrew a resolution before the AGM will be 
added to the new Public Register being compiled by the Investment Association.  As 
part of that process each company will be given the opportunity to make a further 
announcement in respect of the resolution, including the views it has received from 
shareholders and what the company has done or proposes to do in response.   It will 
be interesting to see how much additional disclosure will be made by companies in 
respect of remuneration resolutions that have failed to achieve over an 80 per cent. 
vote in favour and the impact this will have on their remuneration policies and the 
implementation of those policies going forward." 

Jonathan Fletcher Rogers, Addleshaw Goddard LLP
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Company Resolution withdrawn Reasons given

Aggreko plc To approve the directors’ 
remuneration policy and 
restricted share plan

In view of the level of support for the new Restricted Share Plan, the 
Board of Aggreko decided to withdraw both Resolutions.  The existing 
Remuneration Policy, which was approved by shareholders in 2015 will 
therefore remain in place.

Aveva Group plc Amendments to the 
company’s executive 
share plans

Following consultations with shareholders, the Company announces 
that it no longer intends to seek shareholders' approval for this 
Resolution at the AGM.

Hunting plc To approve the remuneration 
committee’s exercise of 
discretion for awards under 
the Hunting performance 
share plan

Following consultation with shareholders, the Company announces 
that it no longer intends to seek shareholder approval for this 
resolution.

Imperial Brands plc Directors’ remuneration 
policy

Following consultations with shareholders, the Company announces 
that it no longer intends to seek shareholders' approval for the 
Proposal at the AGM and that the Directors' Remuneration Policy and 
its associated metrics as approved by shareholders at the AGM held in 
2015 will continue to apply.

Safestore Holdings 
plc

Proposals to adopt a new 
directors’ remuneration policy 
and long-term incentive plan

Following consultations with shareholders, the Company announces 
that it no longer intends to seek shareholders' approval for the 
proposals. As a result, the existing Directors' Remuneration Policy as 
approved by shareholders at the 2014 AGM will remain in place to 31st 
October 2017 during which time the Company will seek shareholder 
approval for a new Directors' Remuneration Policy.

Unusually, there have been several cases this season of proposed resolutions relating to directors’ remuneration being withdrawn 
prior to the AGM being held, presumably in anticipation of shareholder dissatisfaction and the likelihood of receiving significant ‘no’ 
votes. Perhaps the reason for companies doing this is to prevent attracting negative publicity, and avoid having to make additional 
disclosures in relation to significant votes received against resolutions in the announcement of AGM results in compliance with the 
UKCG Code and, if following PIRC’s recommendations, in the subsequent year’s annual report.

"In many cases the withdrawal of a resolution was as a result of too little 
shareholder consultation occurring too late in the day.  The real lesson to be 
learned here is that meaningful shareholder consultation at an early stage of the 
process – particularly in respect of a revised remuneration policy – will save time 
and potential embarrassment at a later stage." 

Jonathan Fletcher Rogers, Addleshaw Goddard LLP
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Partner and Head of Corporate 
Governance Team 
Addleshaw Goddard LLP

Jonathan Fletcher Rogers

Partner, Employee Incentives, 
Addleshaw Goddard LLP

Katie Kinloch

Professional Support Lawyer, 
Corporate and Commercial Division, 
Addleshaw Goddard LLP

Richard Preston 

Managing Associate, Corporate 
Governance Team, 
Addleshaw Goddard LLP

Addleshaw Goddard LLP produces a market-leading guide to annual reporting by main 
market companies – Company Secretary's Checklist – The annual report of a listed company. 
The latest edition is due to be published in December 2017

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.

Gibson, Dunn & Crutcher's Corporate Governance 
group has been frequently recognised by top legal 
publications, including the International Who's Who 
of Corporate Governance Lawyers and the Guide to 
the World's Leading Corporate Governance Lawyers. 
The group integrates current best practices with 
practical analysis on a company-by-company basis, 
bringing expertise and judgment to address complex 
situations that can pose regulatory issues and liability 
risks. Lawyers at the firm Our lawyers are active in 
developing and reviewing governance policies and 
tailoring key governance documents to each client's 
specific needs
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