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Welcome and introduction
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1. Share insights on how premium listed companies reported on the following in their 2019/20 annual report and accounts (ARAs):

► First year of implementing the 2018 Code and related regulation (Miscellaneous Reporting Regulations or MRR)

► Reporting under COVID-19

► Moving from intent to action.

2. Ideas for enhancing your 2020/21 reporting

3. Questions and discussion
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► Observations covering:

1. Meaningful reporting

2. Purpose

3. Culture

4. Managing risk and viability

5. Climate change and the UN Sustainable Development Goals

6. Stakeholder engagement and Section 172 (s172)

7. Workforce engagement and diversity

► Features include:

► Acid test updated for COVID-19 considerations

► Overview of new requirements

► Insights on underlying governance processes and leading practice examples

► Viewpoints from investors

► Recommendations on how to move ‘from intent to action’

Based on a review of over 100 FTSE 350
ARAs with December 2019 to March
2020 year ends.



Setting the scene
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Governance
The system by which companies

are directed and controlled

Stewardship
The safe investment of capital to
create sustainable value for the

long-term

Reporting
Officially promoted and

documented communication
from companies intended to

provide a comprehensive
picture of their performance

and position to interested
external parties

Trust in business relies
upon an effective

accountability
framework

► The ARA is a key mechanism by which investors and significant
stakeholders hold directors to account

► Increasing recognition of broader stakeholder accountability,
driving focus on narrative disclosure and non-financial metrics

► COVID-19 has brought stakeholder and corporate governance
issues to the fore

► Changes in governance and reporting are likely to be a
constant for some years to come
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What do we mean by ‘intent to action’?
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Meaningful reporting

Purpose and culture

Managing risk, viability
and climate change

Stakeholder
engagement and s172

Workforce engagement
and diversity

► Shift focus of disclosures from process towards outcomes
► Challenge whether the ARA is fair, balanced and understandable

► Explain the alignment between purpose and strategy
► Disclose the metrics used to assess culture and the actions that need to be taken to close the

identified gap

► Articulate how risk management processes were changed to identify emerging risks
► Disclose the changes made to viability scenarios in light of COVID-19
► Explain how climate change and the UN Sustainable Development Goals (SDGs) impact strategy

► Explain how the board engaged with key stakeholders, on what topics and the decisions taken in
response to feedback received

► Set out the principal decisions and explain how s172 matters were considered in making them

► Discuss feedback received from the workforce and how it is considered in the boardroom
► Set targets for gender and ethnicity representation at Board and leadership level and disclose the

mechanisms in place to achieve these
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Meaningful reporting
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Meaningful reporting

Purpose and culture

Managing risk, viability and
climate change

Stakeholder engagement and
s172

Workforce engagement and
diversity

1

2

3

4

5



Meaningful reporting
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Overall findings

► 2018 Code and MRR have led to improvements in reporting —
particularly KPIs

► Areas of Code non-compliance relate primarily to new 2018
Code Provisions, but compliance is still (surprisingly) high

► There is little evidence of how companies applied the
Principles of the Code

COVID-19 considerations

Provide an open account of the impact of COVID-19 on the
company:

► Was the pandemic a blind spot that the board had not
considered?

► Did the pandemic manifest in a way that the board had
previously discussed when modelling black swan events?

Comply with all but one Provision.
Comply with every Provision of the
2018 Code.

Full strict compliance has never been the aim, nor has it
reflected the spirit, of the 2018 Code due to the ‘comply
or explain’ approach on the Provisions. Detailed and
comprehensive explanations offer the reader a greater
insight into how the company operates.
Annual review of the UK Corporate Governance Code,
Financial Reporting Council (FRC), January 2020

“

61% 80%



Barclays: Innovative reporting: KPIs (2019 ARA, p18—19)
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KPIs presented by stakeholder group. Wide range of internal and external financial and non-financial
measures to assess performance.



Derwent London: Application of the Principles (2019 ARA, p102)
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Further detail on how the Principles of the 2018
Code were fulfilled with links to the Strategic
Report as well as Governance Report.

Uses the 2018 Code to
structure the governance
section.

Links the 2018 Code
Principles to the relevant
parts of the governance
section.
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Purpose and culture
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Meaningful reporting

Purpose and culture

Managing risk, viability and
climate change

Stakeholder engagement and
s172

Workforce engagement and
diversity

1

2

3

4
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Purpose and culture
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Overall findings

► There’s a growing recognition of the importance of a purpose
that benefits all key stakeholders

► Culture features much more prominently across ARAs. The
majority of companies disclose their values but not many
disclose how they monitor culture (as required)

COVID-19 considerations

► How has the stated purpose withstood the pandemic?

► How has the board adapted its culture monitoring given
widespread remote working?

Of companies disclose a purpose statement …
… but only a few articulate clearly how purpose links to strategy and
culture.

The studies find that … it is purpose that leads to profit,
rather than profit allowing a company to pursue
purpose.

Alex Edmans,
Professor of Finance, London Business School
CITY A.M. interview, 27 March 2020

“

86%



Anglo American plc: Purpose and KPIs (2019 ARA, p14)
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Clear link between purpose and strategy.



Anglo American plc: Purpose and KPIs (2019 ARA, p14) (cont’d)
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Clear link between the innovation value and the innovation aspect of the strategy.



Anglo American plc: Purpose and KPIs (2019 ARA, p50)
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KPIs are based on
the seven value
pillars, which are
clearly mapped to
the strategic
elements; clear
targets are set.



Taylor Wimpey: Culture monitoring (2019 ARA, p71)
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External data points
are considered.

Survey data
challenged and

supplemented by
metrics.

Link made to
compliance initiatives.

Clear identification of
culture metrics.



Taylor Wimpey: Culture monitoring (2019 ARA, p69)
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Clarity on initiatives to be undertaken to address findings.
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Managing risk, viability
and climate change
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Meaningful reporting

Purpose and culture

Managing risk, viability and
climate change

Stakeholder engagement and
s172

Workforce engagement and
diversity
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Managing risk and viability
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Overall findings

► Some companies have meaningfully explained the changes
made to their risk assessment process to identify emerging
risks

► Not many disclose what the emerging risks are.
► Where disclosed, environmental and technology are the most

commonly identified emerging risks

COVID-19 considerations

► How has the board’s assessment of principal risks
considered COVID-19? Has this resulted in a new principal
risk(s) or have existing principal risks been updated, or
both?

► Has the board’s risk appetite for certain principal risks
reduced? If so, what additional mitigating measures are
you taking?

► How have the viability scenarios from previous years
changed to reflect
COVID-19? Is the statement clear on the assumptions and
caveats for example, around expected operational
restrictions, ability to meet debt covenants or assumed
duration of COVID-19 crisis, etc.?Given the company specific nature of Covid-19, we expect

companies to consider the specific resources, assets and
relationships that are most under threat and the steps
being taken to protect them when setting out their
principal risks and uncertainties.

Covid-19 Thematic Review: Review of financial reporting effects of Covid-19,
FRC, July 2020

“



Balfour Beatty plc: Emerging risks (2019 ARA, p75)
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Provides a definition of emerging risks. Clarity on how they have adopted the requirement.



Balfour Beatty plc: Emerging risks (2019 ARA, p75) (cont’d)
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Details the key emerging risks.



Hammerson Plc: Climate change targets (2019 ARA, p34–35)
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Targets disclosed
with different
phases.

Explains how they will reach the target
Explains clearly
what ‘Becoming Net
Positive’ means.
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Stakeholder engagement
and s172
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Meaningful reporting

Purpose and culture

Managing risk, viability and
climate change

Stakeholder engagement and
s172

Workforce engagement and
diversity
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Stakeholder engagement and s172
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Overall findings

► Most companies discuss their stakeholders and how they
engaged with them

► Increased disclosures on how stakeholder interests are
considered on board decisions compared to last year, in line
with new requirements

COVID-19 considerations

► How has the board adapted stakeholder engagement in light
of the crisis?

► How has the board considered s172 when making tough
decisions?

Of companies do not disclose principal decisions/case studies to
demonstrate how directors considered s172.

The pandemic could reveal which companies truly
embodied the stakeholder model, and which only paid
lip service to it.
Klaus Schwab,
The World Economic Forum

“

45%
The average number of
principal decisions/
case studies disclosed is
between three and four.



Pennon Group plc: stakeholder outcomes (2019 ARA, p26–28)

Annual reporting in 2019/20: from intent to actionPage 25

Stakeholder outcomes disclosed for each key stakeholder group



National Express Group plc: s172 (2019 ARA, p66 and 68)
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Specific detail on how directors considered s172 factors (including those beyond stakeholders) in respect of principal decisions.
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Workforce engagement
and diversity
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Meaningful reporting

Purpose and culture

Managing risk, viability and
climate change

Stakeholder engagement and
s172

Workforce engagement and
diversity
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Workforce engagement and diversity
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Overall findings

► The designated non-executive director (NED) is the most
popular approach, though this has often been implemented in
conjunction with existing mechanisms, e.g., employee forums

► Increased evidence of reporting on what specific diversity
initiatives are in place

COVID-19 considerations

► How is the board using virtual platforms to engage with the
workforce in light of increased remote working?

► Given the extensive changes to the ways of working how does
your board get insight into culture?

whilst more companies are recognising and communicating wider on the
challenges of increasing diversity, only 12% of companies are reporting on
the ethnic diversity of their board.

12%

A summary of insights from our designated NEDs roundtables on workforce
engagement following the first cycle of applying the 2018 Code and in light of
COVID-19

https://emeia.ey-vx.com/5071/143102/landing-pages/final-designated-neds-paper-(002).pdf
https://emeia.ey-vx.com/e/eirjnshn1zyq/12411e69-29c7-4611-a363-1635fa31d14b


Elementis Plc: Workforce engagement (ARA 2019, p63)
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Clarity on the purpose and responsibilities of
the designated NED.

A clear focus on actions taken in the year
and those planned for the following year.



ITV plc: Diversity (ARA 2019, p48-49)
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Good cross-referencing to further related information on talent recruitment
and retention as well as the actual policies in place on diversity.

ITV has set clear targets with a specified timeline on a range of diversity
issues. Progress has been reported on all of these.
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Key messages
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► Start early — reflect on the first cycle of applying the 2018 Code
and MRR to consider areas for development/enhancement

► Turn intent into action — balanced, transparent and outcome-
oriented reporting helps create accountability and, in time, trust

► Keep abreast of upcoming developments and help
shape/influence them as they progress

Feelings waste themselves in words; they ought all to be
distilled into actions which bring results.

Florence Nightingale

“



About EY’s Corporate Governance team
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► We provide practical guidance and thought leadership on governance and narrative reporting matters
► We contribute to wider discussions on good governance, based on our research and engagement with investors,

boards and regulators

Our services include:
► Bespoke reviews of narrative reporting including gap analysis
► Governance diagnostics
► Board/management training for FTSE 350 and large private companies

To access our thought leadership or subscribe to our monthly e-bulletin Governance Spotlight visit
https://www.ey.com/corporategovernance or
email corporategovernance@uk.ey.com.
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