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Introduction
Purpose
Since November 2020, the Financial Reporting Council (FRC) and Financial Conduct Authority (FCA) have published several papers focusing on specific areas where they consider
corporate governance reporting requires improvement and setting expectations for high-quality disclosure.

In this publication we draw out those areas of governance disclosure along with examples we think demonstrate good practice.

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

Key disclosure areas considered
We considered the following aspects of the UK Corporate Governance Code (‘the Code’) reporting which largely represent areas highlighted in the FRC’s Review of Corporate Governance
Reporting issued in November 2020 and Improving the Quality of Comply or Explain Reporting published in February 2021:
•
•
•
•
•
•
•
•
•
•
•

Explanation of areas of non-compliance with Code provisions;
Statement of application of Code Principles;
Board oversight of company purpose;
Section 172 statement;
Workforce engagement;
Engagement with suppliers;
Monitoring and assessment of corporate culture;
Succession planning;
Board evaluation;
Diversity; and
Remuneration focus areas.

We have also brought in observations from the FCA’s publication Corporate Governance Disclosures by Listed Issuers and the FRC’s July 2021 Financial Reporting Lab report Reporting on
stakeholders, decisions and Section 172.
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What to keep in mind when drafting your report

1. Introduction

In November 2020, the FRC issued the “Review of Corporate Governance Reporting”, where they set out the following high level characteristics that they expect to see in
corporate governance reporting.

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172
Transparency, clarity
and integrity

The aim is to communicate the
company’s corporate governance
standards, policies and practices
and provide a true overview of
the company’s business model
and operations, structure,
activities and performance

Use of signposting, avoiding
boilerplate and ensuring
cohesion

To ensure cohesion between
the rest of the annual report
and the corporate governance
statement, companies should
use signposting, linking different
elements of the report, with
clear reference to the Code

Tell a story about the
specific company, avoiding
a “tick box” approach

Recognising that no one size
fits all, the Code should serve
as a guide to good governance
practice, which companies ought
to use to tell their unique story

Explain clearly and
comprehensively when there
is a departure from the
Code’s Provisions

Be clear on impact of actions
via use of examples

Use of examples which
explain the board’s approach
to governance is strongly
encouraged, to demonstrate
application of any noncompliance with the Code

Giving more emphasis to the
impact of the chosen actions,
while not disregarding thorough
process, will also help companies
better assess the effectiveness
of their governance and generate
better company performance
and outcomes for shareholders
and stakeholders
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Explanations of non-compliance
Legal and regulatory requirements:
LR9.8.6(6) [The annual financial report should include] a statement as to whether the listed company has complied throughout the accounting period with all relevant
provisions set out in the UK Corporate Governance Code.

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles

What the regulators say:
FRC comments:
“We want companies to maintain the high standards of the Code by taking the
good practice demonstrated within it, applying it to the company and reporting
the approach by use of detailed explanations.”
“FRC expects companies to provide a clear and meaningful explanation of how
a company’s actual practices achieve good governance standards in line with
flexibility offered by the Code even though they may not have fully complied with
a Provision of the Code”
“Provide clear and detailed explanations of any non-compliance with the
Provisions”
“Be fully transparent about their reasons for non-compliance”

What to look out for:
Full vs partial compliance
• It should be clear within the statement whether there are any provisions which
have not been complied with.
• Those provisions not complied with should be identified clearly (preferably using
the relevant Code Provision number) to avoid any ambiguity.
Explanations
Where a company is reporting that they have not complied with certain Code
Provisions, a clear explanation must be provided.
The explanation should:
•
•
•
•
•
•

Set the context and background
Give a convincing rationale for the approach being taken
Describe any mitigating actions
Consider any risks
Set out when the company intends to comply
Ensure that the explanation is understandable and persuasive

5. Oversight of company purpose

6. Section 172
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Royal Dutch Shell plc’s compliance statement states explicitly the reasons for noncompliance areas. The company takes a transparent approach in their compliance
statement – as encouraged by the FRC’s “Comply or explain” publication. Also the
explanations provide an understandable and persuasive reason for non-compliance.

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance

Governance report (pages 126-127)

4. Application of Code Principles
The area of non-compliance
was discussed with
shareholders and regularly
reviewed by the Board to
ensure the risks are mitigated

Compliance statement clearly
states the level of compliance
with further reference

5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement

An explanation provided

8. Engagement with suppliers
9. Monitoring and assessment of culture

An external board evaluation
included assessment of
Chair’s leadership to mitigate
any risks

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment
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RELX plc’s compliance statement clearly states the numbers and names of Provisions that
the Company has not complied with; when the Company intends to comply with the Code
and explains the reasons for non-compliance.

1. Introduction

Chairman’s introduction (page 70) & Governance Overview (page 71)

3. Explanations of non-compliance

2. What to keep in mind when drafting your report

4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
Explanation that the board’s
view is that a phased
approach for pension
alignment is appropriate

7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
A delay in succession planning
is explained with specific
reasons provided

11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies

15. Appendix
8

Corporate governance reporting| Meeting regulatory expectations

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

Application of Code Principles

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies

15. Appendix
9

Corporate governance reporting| Meeting regulatory expectations

Application of Code Principles

1. Introduction

Legal and regulatory requirements:
LR9.8.6(5) A statement of how the listed company has applied the principles set out in the UK Corporate Governance Code, in a manner that would enable shareholders to
evaluate how the principles have been applied.

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles

What the regulators say:
Introduction to 2018 Code:
Reporting should cover the application of the Principles in the context of the
particular circumstances of the company and how the board has set the company’s
purpose and strategy, met objectives and achieved outcomes through the
decisions it has taken. It is important to report meaningfully when discussing the
application of the Principles.

What to look out for:

Corporate governance reporting should relate coherently to other parts of the
annual report, in particular the Strategic Report and other complementary
information, in order for shareholders to effectively assess the quality of
the company’s governance arrangements, and the board’s activities and
contributions.

• The focus should be on how the Principles have been applied, articulating what
action has been taken and the resulting outcomes

FRC comments:
“We discourage companies from a tick-box approach to reporting on the Code,
and instead urge them to embrace the aims of the Principles ”
FCA comments:
“We would encourage premium listed issuers to consider carefully whether, when
stating how they have applied the Principles of the Code under LR9, they have
done so in a manner which enables shareholders to evaluate how the Principles
have been applied rather than merely stating they have been applied.”
“We would encourage premium listed issuers to consider including specific details
of how the company has applied The Principles in that accounting period, using
examples and cross-references where appropriate.”

• The disclosures should be company-specific and avoid presenting boilerplate
disclosures, even when arrangements do not change from year to year
• Include examples and/or cross-references to disclosures elsewhere in the annual
report evidencing good corporate governance

• High-quality reporting will include signposting and cross-referencing to those
parts of the annual report that describe how the Principles have been applied

5. Oversight of company purpose
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Victrex plc presented a Principles application statement in a
table format with narrative description for each Principle and
references for further information.

1. Introduction

Corporate Governance report (pages 62-66)

3. Explanations of non-compliance

2. What to keep in mind when drafting your report

4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
Principles are
identified
separately

Cross-references are concise
and specific

7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
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13. Pension alignment
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An explanation of how each
Principle was applied

AstraZeneca plc is another example of a table-format
presentation.
Corporate Governance report (pages 114-117)

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
Cross-references to
further information

7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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A slightly different approach was presented by The Sage Group plc. This table lists five sections of the Code and key areas of each section.

1. Introduction

Corporate Governance report (page 79)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose
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A similar approach was taken by Crest Nicholson Holdings PLC and Anglo American plc. Cross-references are specific which provides readers with better navigation throughout the report.

1. Introduction

Crest Nicholson Holdings PLC (on the left) Corporate Governance report (page 67) and Anglo American plc (on the right) Corporate Governance report (page 99)
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A fully narrative approach was presented by Barclays plc. This approach provides readers with a summary
of the application of the Principles and explains what processes have been put in place to meet the Code
Principles.

1. Introduction

Corporate Governance report (pages 96-101)

3. Explanations of non-compliance

2. What to keep in mind when drafting your report
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Lloyds Banking Group plc also summarised their application of the Principles in a
narrative way with precise references for further information.
Corporate Governance report (pages 96-97)
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Oversight of company purpose

1. Introduction

Legal and regulatory requirements:
Principle B states: “The board should establish the company’s purpose, values and strategy, and satisfy itself that these and its culture are aligned“.

What the regulators say:
FRC comments:
“Our view is that a purpose must be simple to understand and act as a reference
point for decision making.”
“The purpose statement may contain the following:
Why the company exists
What the company does/market in which the company operates
What the company is seeking to achieve
How they will achieve that purpose”

3. Explanations of non-compliance

What to look out for:
Articulation of purpose
Purpose statements are not intended to be:

4. Application of Code Principles

•
•
•
•
•

6. Section 172

Marketing slogans
Vision statements
Mission statements
Value statements
Operational descriptions

“Companies should have a well-defined purpose and clearly show the progress
towards achieving it.”

Alignment to strategy & values
The company’s statement about its purpose should be clearly connected to its
strategy and values. Ideally it should be clear from the annual report how each is
aligned to and informs the other.

“FRC expects companies to demonstrate further improvements in the quality of
disclosures of how purpose, values, and strategy are connected.”

Ideally there should be reference to key stakeholders and how the company’s
purpose aligns to their interest.

“Company purpose should act as a driver for decisions and actions. It is therefore
critical that the board agrees the purpose and oversees the alignment between
values.”

Board oversight
Is it clear that the board is exercising their oversight function to ensure that
company purpose is working as a driver for the company? For example, oversight
can be exercised by boards in many ways, such as requesting regular reports from
executives on key areas, purpose implementation updates, and meeting company
employees to hear their views directly about how the company’s purpose works
in practice.

The FRC’s Guidance on Board Effectiveness:
“A well-defined purpose will help companies to articulate their business model,
and develop their strategy, operating practices and approach to risk. Companies
with a clear purpose often find it easier to engage with their workforce, customers
and the wider public.”

2. What to keep in mind when drafting your report

5. Oversight of company purpose

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment
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Barclays plc clearly demonstrated that the Board owns oversight over Purpose and is looking for further improvements in the quality of disclosures of how purpose, values,
and strategy are connected.
Corporate Governance report (page 69)

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172
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HSBC Holdings plc has created a sub-group of the Board to assist the process of Purpose revision.

1. Introduction

Strategic Report (page 16) and Governance report (page 209)
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Lloyds Banking Group plc’s Board receives regular updates with certain performance metrics.
This set of metrics was developed in order to monitor Purpose implementation.
Strategic report (page 17) and Governance report (page 110)
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Vodafone Group plc described three pillars of their strategy and introduced purpose-led ambitions into the Executive global long-term incentive plan.

1. Introduction

Strategic report (page 15) and Governance report, Remuneration report (page 120)
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National Express Group PLC provided
a diagram which demonstrates how
the company’s values support and are
aligned with both its purpose and the
three core pillars of its strategy.
Governance report (page 64)
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Section 172 - Stakeholder engagement
Legal and regulatory requirements:
Principle D of the Code states that the board should ensure effective engagement with, and encourage participation from, its stakeholders.
Provision 5 of the Code states that: “The board should understand the views of the company’s other key stakeholders and describe in the annual report how their interests
and the matters set out in section 172 of the Companies Act 2006 have been considered in board discussions and decision-making.”

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

What the regulators say:
FRC comments:
“The FRC expects companies to report on their engagement efforts
with their stakeholders, which should be conducted in an open manner.
Reporting should also include a discussion on how any received
feedback has informed company decisions and strategy.”

What to look out for:
Stakeholder engagement – general
Companies should be describing how they are using their stakeholder engagement activities
to gain greater insight into the views of their stakeholders and how these views and
ideas help inform strategy and strategic decisions involving trade-offs between different
stakeholder interests.

“With growing focus on the social issues, we will review how directors
are discharging their s.172 duty, in particular the quality of stakeholder
engagements, the extent to which they have informed board decisions
and how effectively companies are responding to concerns raised.”

The disclosures should be that clear two-way communication has taken place. It should be
clear from the disclosures how, and on what basis, stakeholder information is passed to the
board, as well as how often the board reviews engagement methods to make sure that it
continues to be effective.

“Whilst most companies reported on at least one principal decision that
impacted its stakeholders, these were often routine decisions which did
not involve difficult stakeholder trade-offs.”

Disclosures should make clear:

FRC Financial Reporting Lab comments:
“Investors will be looking for consistency of message and alignment
with the company’s purpose and discussion of business model and
strategy.”
“Companies need to also remember not just to focus on the positives,
and to discuss more the outcomes of both engagement with
stakeholders and of decisions, for both stakeholders and the company.”

• The company’s key stakeholders, how those stakeholders affect the development and
implementation of strategy, and the value created through the stakeholder relationship
• Actions taken to build strong relationships with key stakeholders, the board’s role in
engagement, feedback received and outcome of engagement

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity

• What could affect the company’s relationship with its stakeholders - both in terms of risks
and opportunities (FRC Lab)

13. Pension alignment

The FRC would also like companies to make clear how they have measured, monitored and
managed the success of engagements with each stakeholder group. Each stakeholder platform
should be explained clearly together with an overview of its performance for the year.

14. Engagement on remuneration policies
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The Sage Group plc presented clear and concise disclosures with stakeholders’ concerns and the board’s
involvement drawn out separately for each stakeholder group.
Corporate Governance report (pages 94-99)

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
The Board has given
considerations to
the effectiveness of
engagement and ways
to improve it

11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Countryside Properties plc identified key stakeholders and explained how stakeholders affect the
development and implementation of strategy. Also key concerns of each stakeholder group are clearly
identified as a result of the engagement.

1. Introduction

Strategic report (page 30-33) and Corporate Governance report (page 82)

3. Explanations of non-compliance

2. What to keep in mind when drafting your report

4. Application of Code Principles
5. Oversight of company purpose
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Compass Group plc clearly
described a two-level
engagement process being
operational (management
level) and Board oversight.
This disclosure clearly
demonstrates how the
board oversees stakeholder
engagement, how and on what
basis stakeholder information
is passed to the board.
Corporate Governance report
(pages 84 & 85)

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
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Victrex plc also clearly described how stakeholders’ concerns are passed to the board with
specific details of communication, i.e. reports, results of surveys, site visits.
Corporate Governance report (page 73)

1. Introduction
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3. Explanations of non-compliance
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5. Oversight of company purpose
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RELX plc also specifically described who, or which department, is specifically responsible
within the company for engaging with certain stakeholder groups and escalating
information relating to those stakeholders to the board. For each stakeholder group the
outcomes of engagement (i.e. future implications and planned actions arising) and why key
decisions were taken in light of that engagement were clearly described.
Corporate Governance report (pages 75-82)
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Rio Tinto plc firstly identified their key stakeholders and explained their relevance in the
context of their strategy. And then the board’s oversight and response to concerns raised is
described in the Governance Report.

1. Introduction

Strategic report (pages 18-19) and Governance Report (pages 122-123)

3. Explanations of non-compliance

2. What to keep in mind when drafting your report

4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies

15. Appendix
31

Corporate governance reporting| Meeting regulatory expectations

Rathbone Brothers
plc disclosed the
engagement metrics
used to measure
the effectiveness of
engagement with each
stakeholder group.
Strategic report (pages
18-19) and Governance
Report (pages 122-123)

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment
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1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

Section 172 - Decision-making

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment
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Section 172 - Decision-making

1. Introduction

Legal and regulatory requirements:
For all UK companies:
s414CZA(1) – Section 172(1) statement: A strategic report for a financial year of a company must include a statement which describes how the directors have had regard to
the matters set out in section 172(1) (a) to (f) when performing their duty under section 172. Scope: all UK companies qualifying as large under the Companies Act 2006.
For all Code companies:
Principle D of the Code states that the board should ensure effective engagement with, and encourage participation from, its stakeholders.
Provision 5 of the Code states that: “The board should understand the views of the company’s other key stakeholders and describe in the annual report how their interests
and the matters set out in section 172 of the Companies Act 2006 have been considered in board discussions and decision-making.”

What the regulators say:
FRC comments:
“Within principal decision disclosures, there were also huge variations in the level
of detail provided and level of analysis. Boilerplate reporting on principal decisions
was common.”
“FRC expects companies to report on how the board oversees stakeholder
decisions. Issues include how, and on what basis, stakeholder information
is passed to the board, as well as on how often the board reviews
engagement methods.”
FRC Financial Reporting Lab comments:
“The statement should tackle what the company is doing to be successful for the
long term and highlight the board’s role in this. Section 172 statements should
address a company’s route to long-term success and reflect all of the (a-f) aspects
of Section 172, with a particular focus on decisions.”
“It is also helpful for investors to understand the process undertaken by the board
for reaching principal decisions and its oversight when decisions are delegated
to management. This helps them assess the board’s role in challenging and
overseeing that decisions are conducive to the success of the company. “

What to look out for:
Reporting on key decisions
• The description of key decisions should reflect activities from during the year,
and should ideally describe how the decision aligns to or supports the purpose,
strategic priorities, business model.
• All relevant stakeholders should be disclosed as considered for each decision
discussed. Both risks and opportunities should be taken into consideration.

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning

• Not only routine/business as usual type decisions should be discussed. And
describe if there are really no further relevant decisions which could be
explained.

11. Board evaluation

• Disclosures should include difficulties not just positives - information should be
provided on where trade-offs and decisions have been made in the short-term
to benefit the long-term, and to the benefit of one stakeholder group
over another.

13. Pension alignment

12. Diversity

14. Engagement on remuneration policies
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Barclays plc provided a case-study following a sustained dialogue
disclosure with a clear link from engagement process to concerns
identified. A “Five-step” approach clearly described how the board has
reached this decision and the likely impact of those decisions.
Strategic report (pages 16-21)

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
Feedback gathered
as a result of
the stakeholder
engagement

12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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HSBC Holdings plc’s presented various key
decisions the Board made during the year
focusing on more than routine decisions
and the decisions described demonstrated
the impact on different stakeholders not only
shareholders and employees.
Strategic report (pages 23-24)

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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SEGRO plc’s section 172 statement described three non-routine decisions as
well as outcomes and follow-up actions following engagement process.
Strategic report (pages 83) and Governance report (pages 101-103)

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

Different stakeholders’
perspectives are
considered by the board
in making the decision

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Centrica plc described a range of non-routine principal decisions in their
section 172 statement and linked them clearly to the principal risks of
the company.

1. Introduction

Strategic report (pages 25-26)

3. Explanations of non-compliance

2. What to keep in mind when drafting your report

4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture
Link to
principal risks

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

Non-routine
decisions described

14. Engagement on remuneration policies
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Royal Dutch Shell plc described four principal decisions (Strategic
update; Financial strength, cash allocation including shareholder
distributions; Approval of Shell’s detailed Operating Plan 20212023; Investing in new business, acquisitions and divestments,
and closures). For each principal decision considerations of
stakeholders’ interests and outcomes were clearly drawn out.
Strategic report (pages 24-27)

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
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11. Board evaluation
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1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

Workforce engagement

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Workforce engagement
Legal and regulatory requirements:
Provision 5: For engagement with the workforce, one or a combination of the following methods should be used:
• a director appointed from the workforce;
• a formal workforce advisory panel;
• a designated non-executive director.
If the board has not chosen one or more of these methods, it should explain what alternative arrangements are in place and why it considers that they are effective.

What the regulators say:
FRC comments:
“FRC expects further clarity
to ensure that investors
and stakeholders are aware
of how companies engage
with their workforce.”

What to look out for:
General
The disclosures should make it very clear whether one of the Provision 5 mechanisms has been used or a combination of those measures
or whether a different mechanism has been adopted. In all cases, ideally the company would be making clear that the arrangement had
been or continues to be the subject of feedback from the workforce in determining that it is an appropriate and effective mechanism
for engagement.
Designated non-executive director (NED)
There should be a clear description of the expected role and responsibilities of the designated NED. It should be clear what mechanisms
the designated NED will use to meet their responsibilities, e.g. staff surveys, town halls, site visits and how outcomes are communicated
to the board. Is there a description of the decisions/outcomes as a consequence of the NED’s activity?

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning

Workforce Advisory Panel
There should be clarity of the terms of reference of the panel and also information in relation to the composition of the panel. It should
be clear how the panel communicates with the board and the decisions/outcomes as a consequence of the panel’s activity.

11. Board evaluation

Workforce director
There should be an explanation of how the views of the workforce are obtained and what level of involvement the workforce director is
having in board meetings, along with related decisions / outcomes.

13. Pension alignment

Alternative arrangements
It should be clear what the alternative arrangements are and why they were deemed to be more effective than the options set out in
Provision 5, along with a description of outputs, decisions and outcomes.

12. Diversity

14. Engagement on remuneration policies
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Designated NED

1. Introduction
Victrex plc’s disclosure clearly set out the designated NED’s responsibilities and methods of
engagement.

2. What to keep in mind when drafting your report
3. Explanations of non-compliance

Corporate Governance report (page 74)

4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Designated NED

1. Introduction

2. What to keep in mind when drafting your report

Rio Tinto plc explained the reasons
for a certain NED to lead workforce
engagement and carefully reconsidered the effectiveness of usual
ways of communication in COVID-19
circumstances.

3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

Governance Report (pages 125 & 129)

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
Virtual site visit
set-up

11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
Adaptation of usual
ways of engagement
to COVID-19
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Designated NED

1. Introduction

2. What to keep in mind when drafting your report

SSE plc presented an extensive and informative disclosure on employee
engagement by describing the mechanisms deployed to listen to the
workforce and the outcomes in response to the feedback gathered.

3. Explanations of non-compliance
4. Application of Code Principles

Governance Report (pages 115-116)

5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
Who has been involved
in the process

How the board responded to concerns
raised during the engagement
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Workforce Advisory Panel

1. Introduction

NatWest Group plc clarified the terms of reference of the panel and also information in relation to the composition of the panel. It also explained how the panel communicates with the board
and the decisions/outcomes as a consequence of the panel’s activity.

2. What to keep in mind when drafting your report
3. Explanations of non-compliance

Governance Report (pages 48-49)

4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making

Panel
composition

7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation

How the Panel
interacts with
the Board

12. Diversity
13. Pension alignment
Terms of
reference

14. Engagement on remuneration policies
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Workforce director

1. Introduction

2. What to keep in mind when drafting your report

The Sage Group plc had chosen to
appoint a board associate to deal with
engagement. The disclosure in a Q&A
format clearly explained what training
and support has been provided for the
board associate, what the appointment
process was, length of tenure, how
the views of the wider workforce are
obtained and what level of involvement
the board associate is having in board
meetings.

3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement

Corporate Governance report (page 100)

b. Decision-making
7. Workforce engagement
Appointment
process

8. Engagement with suppliers
Support the
company
provides

How the views
of the wider
workforce are
obtained

9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Alternative arrangements

1. Introduction

HSBC Holdings plc and SEGRO plc
clearly stated that they decided
to use an alternative approach
for workforce engagement and
explained what activities were
developed within this method.
HSBC Holdings plc, Governance
report (pages 210) and SEGRO plc,
Governance report (pages 104)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
HSBC Holdings plc

9. Monitoring and assessment of culture

10. Succession planning
SEGRO plc

11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Alternative arrangements
Spirax-Sarco Engineering plc clearly
described what alternative arrangements
they have put in place. The disclosure
also includes the Employee Engagement
Committee’s role in the employee
engagement process and explains the
members of the Committee.
Governance report (pages 96)

National Express Group PLC explains the
alternative arrangements they have adopted
and also provides a summary of the themes
which have emerged from the engagement
activity.
Governance report (pages 69 and 70)

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

Engagement with suppliers

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Engagement with suppliers

1. Introduction

Legal and regulatory requirements:
Principle D of the Code states that the board should ensure effective engagement with, and encourage participation from, its stakeholders.
Provision 5 of the Code states that: “The board should understand the views of the company’s other key stakeholders and describe in the annual report how their interests
and the matters set out in section 172 of the Companies Act 2006 have been considered in board discussions and decision-making.”

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

What the regulators say:
FRC comments:
“We were disappointed that more companies did not report on channels of
engagement with suppliers and their importance as a source of risk. Failures and
concerns within the supply chain will impact the success of the company, even if
only in the short term.”
FRC letters to CEOs, CFOs and Audit Committee Chairs:
“There were a number of regulator’s calls for more transparency in reporting on
supplier payment practices. FRC and BEIS have encouraged companies to include
evidence to support a responsible payment culture and measures to improve it.”

What to look out for:
Engagement with suppliers
Disclosures should make clear that the board is reviewing the company’s prompt
payment policies on a regular basis and that there are mechanisms in place
for being alerted to problems with payment expectations. Clear discussion of
engagement with suppliers is particularly important where the supply chain has
been identified as a principal risk.
Disclosures could also cover the board’s oversight of procedures in relation to
modern slavery, such as the steps taken by the company regarding the risk of
modern slavery in the supply chain, e.g. through discussion with the supplier and
reviewing of supplier Modern Slavery Statements.

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Compass Group plc and
AstraZeneca plc reported not only
on the actions taken to engage
with their suppliers but also on the
outcomes of those.
Compass Group plc, Corporate
Governance report, Corporate
Responsibility Committee, (page 108)
AstraZeneca PLC, Strategic Report
(page 71)

2. What to keep in mind when drafting your report
AstraZeneca plc

3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers

Compass Group plc

9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Lloyds Banking Group’s Board
reviewed their payment
performance. The company also
described the steps their suppliers
are required to comply with.
Strategic report (pages 31 & 51)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

Monitoring and assessment of culture

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Monitoring and assessment of culture
Legal and regulatory requirements:
Provision 2 states: “The board should assess and monitor culture. Where it is not satisfied that policy, practices or behaviour throughout the business are aligned with the
company’s purpose, values and strategy, it should seek assurance that management has taken corrective action. The annual report should explain the board’s activities and
any action taken.”

What the regulators say:
FRC comments:
“FRC expects more companies to take a more rigorous approach to culture and set
up effective ways of monitoring and assessing both the culture and its alignment
with purpose, values and strategy, including setting out any actions taken in this
area in line with Provision 2.”
“Staff surveys can offer insight into culture but have significant limitations,
especially when considered in isolation.”
“We also have concerns about the reliance on site visits to gauge culture. Such
visits can be helpful for directors and non-executive directors (NEDs) to improve
understanding of the business and its operations. However, whether an escorted
visit to a ‘site’ offers valuable insight into company culture is questionable.”

What to look out for:
Mechanisms used to monitor & assess culture
Ideally disclosures should explain how the senior leadership team has sought
insight from all stakeholders (internal and external) when reviewing their culture
and linking it to values and strategy.
Use of staff surveys to demonstrate monitoring & assessment of culture
Companies should avoid providing just headline figures from the survey, e.g.
engagement scores or whether the entity would be “recommended” to others.
The disclosures should also describe follow-up activity to better understand more
negative responses or comments. They should explain whether there are plans to
introduce culture specific surveys and/or training.
Reference to site visits as a mechanism for monitoring & assessment of culture
Companies should explain the purpose of each site visit, whether the NEDs
were able to meet with a range of employees at the site, whether a Q&A was
undertaken, what follow-up actions were offered/discussed and how the output
from site visits was fed into boardroom discussions.

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Compass Group plc not only explained the role of
each committee in a culture monitoring process, but
also provided a set of metrics “cultural indicators”
that the Board monitors, which also includes external
stakeholders (customers).
Corporate Governance report (page 86)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
The Sage Group plc also clearly set out
how the Board oversees the culture. One
of the ways used is employee surveys,
thus the company also described followup activities in response to findings.
Strategic report (page 33) and Corporate
Governance report (page 101)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture
Follow-up activities

10. Succession planning
11. Board evaluation
12. Diversity

Mechanisms used

13. Pension alignment
Follow-up activities

14. Engagement on remuneration policies
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1. Introduction
Another good example of the board’s oversight
over culture was presented by Lloyds Banking
Group plc. Their disclosure acknowledged not
only positives from the surveys but some areas for
development as well.
Governance report (page 92)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
Areas for
development

Metrics which
are monitored

8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Smith & Nephew plc will
embed an assessment
of culture into internal
audits.

SEGRO plc presented clearly what
mechanisms the Board uses to
monitor culture.
Governance report (page 99)

Governance report,
Compliance & Culture
Committee (page 99)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Royal Dutch Shell
plc clearly described the
outcomes of the surveys
and virtual engagements
by acknowledging areas
for follow-up activities.

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
Areas for development
challenged by the board

4. Application of Code Principles
5. Oversight of company purpose

Governance report
(page 131)

6. Section 172

a. Stakeholder engagement
b. Decision-making
Specific culture
questions included

7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
Areas for development
acknowledged

13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Rathbone Brothers
plc clearly described the
areas over which the board
exercises oversight of the
firm’s culture through an
informative diagram.
Governance report
(pages 88-89)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172
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b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment
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1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

Succession planning

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
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13. Pension alignment
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Succession planning

1. Introduction

Legal and regulatory requirements:
Principle J of the Code: “Appointments to the board should be subject to a formal, rigorous, and transparent procedure, and an effective succession plan should be
maintained for board and senior management.”

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles

What the regulators say:
FRC comments:
“FRC expects to see an improvement in reporting on succession planning. This
is particularly the case for companies which highlight succession planning as
an outcome of a board evaluation as an area to improve. We would also like to
see improved cohesion between diversity commitments, board evaluations and
succession plans.”

What to look out for:
There should be a clear section in the Nomination Committee report on
succession planning. The disclosure should include the following:
• proactive planning for succession, in line with stated strategic priorities,
for board directors and the senior leadership team;
• a connection to statements made elsewhere on the achievement of
diversity targets.

5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Crest Nicholson
plc linked a recruitment
process to diversity
targets and stated that
there is an emergency
succession plan for
executive team in place.
Corporate Governance
report, Nomination
Committee (page 86)

Barclays plc explicitly set out that
the company has emergency plans,
medium-term and long-term plans.
Corporate Governance report
(pages 84-85)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction

2. What to keep in mind when drafting your report

Lloyds Banking Group plc demonstrated the results of the succession planning in the short-term requirements. Also the group’s approach is to
assess Board’s skills to identify any gaps in the desired collective skills profile.

3. Explanations of non-compliance

Governance report (page 100)

4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
The outcomes
of the process

Link to
diversity targets

7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment
Skills are assessed
to identify gaps

14. Engagement on remuneration policies
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1. Introduction
SEGRO plc clearly
described that
succession planning
takes place ahead of
a directors’ tenure
expiring.
Governance report
(page 115)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
SSE plc presented the skills and experience they require in a skills
matrix and explain how their non-executive directors currently meet
the necessary skills and experience. The matrix is clearly linked with
succession plans.
Governance report (pages 121 & 122)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
SSE plc demonstrated a robust process to identify a suitable candidate
to chair the board by considering the skills and experience required as
well as the diversity aspect of their pipeline.
Governance report (page 124)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

Board evaluation

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Board evaluation

1. Introduction

Legal and regulatory requirements:
Principle L states: “Annual evaluation of the board should consider its composition, diversity and how effectively members work together to achieve objectives. Individual
evaluation should demonstrate whether each director continues to contribute effectively.”

2. What to keep in mind when drafting your report
3. Explanations of non-compliance

In addition, Provision 23 of the Code states that the Nomination Committee should describe “how the board evaluation has been conducted, the nature and extent of an
external evaluator’s contact with the board and individual directors, the outcomes and actions taken, and how it has or will influence board composition.”

4. Application of Code Principles

What the regulators say:
FRC comments:
“Reporting on board evaluations should not be approached as a compliance
exercise. Instead, a clear set of recommendations, actions, and a time period for
review of progress against agreed outcomes should be made.”

What to look out for:
There should be a clear explanation of the outcomes and actions arising from
the board evaluation exercise – whether as a result of an internal or an external
evaluation.

6. Section 172

The description of the evaluation process should address all the elements
set out in Principle L (composition, diversity and how effectively members
work together).

7. Workforce engagement

“FRC expects companies to consider reporting on how the board works together
as a unit, the tone set by the chair, and the chief executive, the relationships
between board members particularly chair/chief executive, chair/senior
independent director, and executive/non-executive directors.”

Reporting should be focused on board dynamics and outcomes rather than board
activities. It should explain whether the challenge was observed, if it led to more
creative thinking or the introduction of new ideas or approaches.

5. Oversight of company purpose

a. Stakeholder engagement
b. Decision-making

8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
The Sage Group plc not only described outcomes of the
engagement, but also the actions taken to address the points.
Also the assessment process included the board’s dynamics as
an area of focus.
Corporate Governance report, Nomination Committee (pages 88-89)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies

15. Appendix
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1. Introduction
Crest Nicholson plc presented concise, company-specific disclosures which describe the outcomes of the process as well as actions planned by
the Board to address them.

2. What to keep in mind when drafting your report
3. Explanations of non-compliance

Corporate Governance report, Nomination Committee (pages 83-84)

4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Royal Dutch Shell plc and Smith & Nephew plc included board dynamics as an area of assessment.
Royal Dutch Shell plc, Corporate Governance report (pages 133)

1. Introduction

Smith & Nephew plc, Corporate Governance (page 83)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

Royal Dutch
Shell plc

6. Section 172

a. Stakeholder engagement
b. Decision-making
Smith &
Nephew plc

7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction

2. What to keep in mind when drafting your report

Lloyds Banking Group plc described the approach to the evaluation, the process and the
recommendations and actions agreed.

3. Explanations of non-compliance

Governance report (pages 94-95)

4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
Recommendations

Actions agreed

13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

Diversity

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Diversity

1. Introduction

Legal and regulatory requirements:
Provision 23 states: “The annual report should describe the work of the nomination committee, including:
• the process used in relation to appointments, its approach to succession planning and how both support developing a diverse pipeline;

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles

• how the board evaluation has been conducted, the nature and extent of an external evaluator’s contact with the board and individual directors, the outcomes and actions
taken, and how it has or will influence board composition;

5. Oversight of company purpose

• the policy on diversity and inclusion, its objectives and linkage to company strategy, how it has been implemented and progress on achieving the objectives; and

6. Section 172

a. Stakeholder engagement

• the gender balance of those in the senior management and their direct reports”.
DTR 7.2.8AR: “The statement must contain a description of the diversity policy applied to the company’s administrative, management and supervisory bodies with regard
to aspects such as, for instance, age, gender, educational and professional backgrounds; the objectives of this policy; how the policy has been implemented and the results
during the reporting period; or, if the company has no diversity policy, an explanation why that is the case”.

b. Decision-making
7. Workforce engagement
8. Engagement with suppliers

What the regulators say:
FRC comments:
“Companies should have both a board and a workforce diversity policy, and we expect
those companies that have not published their policies or easily signposted them to do
so next year.”
“FRC expects to see all companies promoting and recruiting on merit. Those who use
it as a justification for not actively pursuing diversity policies should demonstrate how
their approach brings about diversity in the boardroom and workforce.”
FCA comments:
“In some cases we found it difficult to evaluate how premium listed issuers had applied
what are now Principles J and L with respect to Board Diversity Reporting. Also, we
felt descriptions of the work of the nomination committee, particularly of diversity and
inclusion (formerly Provision B.2.4, now Provision 23) could have been better.”

What to look out for:
The disclosure should set out both a board and a workforce diversity policy
or, if not the full policy for each, then a summary and a clear link to where the
policies can be found on the website.

9. Monitoring and assessment of culture

10. Succession planning

The Code calls for the objectives of the diversity policies to be made clear as
well as the progress towards achievement of those policies. This means that
measurable targets should be provided for each policy.

11. Board evaluation

In addition, the targets provided should cover not only gender diversity but
also wider diversity in the broadest sense.

13. Pension alignment

12. Diversity

14. Engagement on remuneration policies
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1. Introduction
HSBC Holdings plc clearly stated its ambitions in various diversity and inclusion areas and
also the actions that the company has set out to achieve its goals.

Marks and Spencer Group plc disclosed the progress made against the diversity targets
that have been set.

Strategic report (pages 65)

Strategic report (pages 65)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Lloyds Banking Group plc
set clear targets for broader
diversity both at the board
and workforce levels. It also
described the action plan
developed to achieve those
and clearly explains the
results of the policy.
Strategic report (page 24)
and Governance report
(pages 86, 100)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Pearson plc set clear targets which the company
considers right for their own circumstances and
then reported the progress against their targets.
Separately, the company also presented disclosures
regarding diverse representation not only at board
level, but also across the broader workforce.
Strategic report (page 5 & 50) Governance report
(pages 86 & 87)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Mondi plc described key aspects of their diversity policies at board, executive committee and employee levels of the business.
Nomination Committee report (page 114)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
Diversity is linked to
the company strategy

b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Rotork plc stated that in succession planning
there are considerations given to the diversity
goals and presented extensive disclosure on
ethnicity pay and workforce statistics, including
disability.
Strategic report (page 61) and Nomination
Committee report (page 109)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Hikma Pharmaceuticals plc presented board, executive committee, its direct reports
and broader workforce diversity composition, disclosing not only gender split, but also
ethnic diversity.

Weir Group plc also demonstrated different attributes that they consider
regarding diversity at the board level.

2. What to keep in mind when drafting your report
3. Explanations of non-compliance

Governance report (page 91)
Governance report (page 65)

4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

Pension alignment

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Pension alignment

1. Introduction

Legal and regulatory requirements:
Provision 38 states: “The pension contribution rates for executive directors, or payments in lieu, should be aligned with those available to the workforce.”

What the regulators say:
FRC comments:
“FRC expects all companies to move to the full alignment of pension contributions
as soon as possible. We also expect, along with investors, those companies which
still have not addressed this issue to provide a clear and specific rationale and to
define a timeline by when this will be rectified. Until then, those companies must
disclose this non-compliance in the governance statement.”

What to look out for:
Pension alignment
The report should have a reference to Provision 38 in the disclosures and either
confirmation that contribution rates are already aligned or clear plans and
timetable for achieving that alignment in the near future.
Companies can declare compliance with this Provision if all executive pension
contributions are aligned with those of the workforce. This would also be the case
when executive pension contributions are less than those of the workforce. In
those cases where not all executive pension contributions are aligned, companies
should provide an explanation, which should include the timeline for alignment for
all directors.

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction

2. What to keep in mind when drafting your report

Only a few companies clearly
acknowledged that they aligned executive
directors’ pension contributions with the
wider workforce.

3. Explanations of non-compliance
4. Application of Code Principles

Beazley plc, Directors’ remuneration
report (page 98)

5. Oversight of company purpose

6. Section 172
Crest Nicholson plc made it clear that pension contributions for one of the executives is not in line with the broader workforce and set a timeline when the company expects to
comply with the Code.

a. Stakeholder engagement
b. Decision-making

Corporate Governance report (page 67) & Remuneration Report (page 116)

7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation

A clear acknowledgement
of non-compliance

12. Diversity
13. Pension alignment
A timeline

14. Engagement on remuneration policies
Explanation for
non-alignment
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1. Introduction
Mondi plc acknowledged the
misalignment with Provision 38
for part of the reporting period.
Corporate Governance report
(page 91)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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85

Corporate governance reporting| Meeting regulatory expectations

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

Engagement on remuneration policies

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Engagement on remuneration policies
Legal and regulatory requirements:
Provision 40 states that companies’ remuneration arrangements “should be transparent and promote effective engagement with shareholders and the workforce”.
Provision 41 requires companies to provide a description of the work of the remuneration committee in the annual report, including what engagement has taken place
with shareholders and the impact this has had on remuneration policy and outcomes; and what engagement with the workforce has taken place to explain how executive
remuneration aligns with wider company pay policy

What the regulators say:
FRC comments:
“The FRC expects to see an improvement in companies reporting the steps that
they have taken to engage their employees on their remuneration policies.”
“If a company has not engaged with shareholders or the workforce in relation to
remuneration, it is not compliant with Provision 40, nor 41.”
“’Effective engagement’ is more than reporting that the company has sought the
workforce’s views on remuneration via surveys.”
“Effective engagement involves two-way dialogue.”
“While the majority of companies show evidence of clarity in their engagement
with shareholders, this was lower when discussing their engagement with
the workforce.”

1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

What to look out for:
Companies should establish a dialogue with their workforce and their
shareholders to gather feedback on the company’s remuneration policies and
report any actions that it took in response to such feedback.

6. Section 172

The report should describe methods of engagement, the parties involved and
what explanation was provided to the workforce regarding the alignment
of executive remuneration with wider company pay policy.

7. Workforce engagement

The annual report should be specific about the details of engagement with the
workforce on remuneration even if this takes place using the usual workforce
engagement mechanisms.
Companies should disclose the outcomes from their engagement with
shareholders.

a. Stakeholder engagement
b. Decision-making

8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies

15. Appendix
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1. Introduction
Marks and Spencer Group plc described how they sought
workforce views on the executive level remuneration.

2. What to keep in mind when drafting your report
3. Explanations of non-compliance

Corporate Governance report (page 88)

4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies

15. Appendix
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1. Introduction
Spirax-Sarco Engineering
plc described the methods
of engagement with the
workforce and how views
are gathered and delivered
to the board.
Corporate Governance
report (page 121)

London Stock Exchange plc described not only the methods of
engagement, but also the feedback the company has received
and its response to it.
Corporate Governance report (page 101)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Vodafone plc described
mechanisms by which
the remuneration
committee can receive views
from the workforce.
Corporate Governance
report (page 115)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture
Royal Dutch Shell plc
explicitly explained how
an explanation of executive
remuneration was shared
with the workforce.
Corporate Governance
report (page 169)

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction
Croda plc clearly described what
mechanisms have been used to gather
the workforce’s views on executive
remuneration.
Corporate Governance report (page 84)

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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1. Introduction

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

Appendix

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers
9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Appendix

1. Introduction

Company

Examples used in section

Company

Examples used in section

Anglo American plc
2020 annual report

Application of Code Principles

HSBC Holdings plc
2020 annual report

AstraZeneca plc
2020 annual report

Application of Code Principles
Engagement with suppliers

Oversight of company purpose
Section 172: Decision-making
Workforce engagement
Diversity

Lloyds Banking Group plc
2020 annual report

Application of Code Principles
Oversight of company purpose
Engagement with suppliers
Monitoring and assessment of culture
Succession planning
Board evaluation
Diversity

Barclays plc
2020 annual report

Application of Code Principles
Oversight of company purpose
Section 172: Decision-making
Succession planning

Beazley plc
2020 annual report

Pension alignment

Centrica plc
2020 annual report

Section 172: Decision-making

Compass Group plc
2020 annual report

Section 172: Stakeholder engagement
Engagement with suppliers
Monitoring and assessment of culture

Countryside Properties plc
2020 annual report

Section 172: Stakeholder engagement

Crest Nicholson Holdings PLC Application of Code Principles; Succession planning
2020 annual report
Board evaluation; Pension alignment
Croda plc
2020 annual report

Engagement on remuneration policies

Hikma Pharmaceuticals plc
2020 annual report

Diversity

London Stock Exchange plc
2020 annual report

Engagement on remuneration policies

2. What to keep in mind when drafting your report
3. Explanations of non-compliance
4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making
7. Workforce engagement
8. Engagement with suppliers

Marks and Spencer Group plc Diversity
2020 annual report
Engagement on remuneration policies
Mondi plc
2020 annual report

Diversity
Pension alignment

National Express Group PLC
2020 annual report

Oversight of company purpose
Workforce engagement

NatWest Group PLC
2020 annual report

Workforce engagement

Pearson plc
2020 annual report

Diversity

9. Monitoring and assessment of culture

10. Succession planning
11. Board evaluation
12. Diversity
13. Pension alignment

14. Engagement on remuneration policies
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Company

Examples used in section

Company

Examples used in section

Rathbone Brothers Plc
2020 annual report

Section 172: Stakeholder engagement
Monitoring and assessment of culture

Victrex plc
2020 annual report

Application of Code Principles
Section 172: Stakeholder engagement
Workforce engagement

RELX plc
2020 annual report

Explanations of non-compliance
Section 172: Stakeholder engagement

Vodafone Group plc
2020 annual report

Oversight of company purpose
Engagement on remuneration policies

Rio Tinto plc
2020 annual report

Section 172: Stakeholder engagement
Workforce engagement

Weir Group plc
2020 annual report

Diversity

Rotork plc
2020 annual report

Diversity

Royal Dutch Shell plc
2020 annual report

Explanations of non-compliance; Section 172: Decision-making;
Monitoring and assessment of culture; Board evaluation;
Engagement on remuneration policies

SEGRO plc
2020 annual report

Section 172: Decision-making; Workforce engagement;
Monitoring and assessment of culture
Succession planning

Smith & Nephew plc
2020 annual report

Monitoring and assessment of culture
Board evaluation

Spirax-Sarco Engineering plc
2020 annual report

Workforce engagement
Engagement on remuneration policies

SSE plc
2020 annual report

Workforce engagement
Succession planning

The Sage Group plc
2020 annual report

Application of Code Principles
Section 172: Stakeholder engagement; Workforce engagement
Monitoring and assessment of culture; Board evaluation
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Further resources

1. Introduction

This section pulls together a selection of resources we have referred to throughout this deck. We provide a brief introduction to each of them and a source link so they can be
accessed easily.

2. What to keep in mind when drafting your report
3. Explanations of non-compliance

Review of Corporate Governance Reporting
FRC, November 2020
The FRC has published its ‘Review of Corporate
Governance Reporting’ which is based on a review of 100
companies across the whole premium listed market. The
report presents the findings from the review and sets out
the FRC’s expectations for the future application of the
Code and reporting. Link

Corporate Governance Disclosures by Listed Issuers
FCA, November 2020
The Financial Conduct Authority (FCA) has published the
results of a review into corporate governance disclosures
by listed issuers indicating that there are several areas
where corporate governance disclosures could be
improved. Link

4. Application of Code Principles
5. Oversight of company purpose

6. Section 172

a. Stakeholder engagement
b. Decision-making

Improving the quality of ‘Comply or explain’ reporting
FRC, February 2021
The FRC published guidance material on 26 February
2021, Improving the quality of ‘comply or explain’
reporting. This is aimed at companies that report on their
compliance with the UK Corporate Governance Code and
provides details about the FRC’s expectations regarding
the quality and transparency of reporting of the degree of
compliance with the Provisions of the Code. Link

Reporting on stakeholders, decisions and s172
FRC Financial Reporting Lab, July 2021
The FRC’s Financial Reporting Lab published a report
detailing examples of reporting practice and offering
insights on what elements investors might find useful in
addressing the aspects of reporting they have highlighted
as important. Link
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The Deloitte Centre for Corporate Governance
If you would like to contact us please email corporategovernance@deloitte.co.uk or use the details provided below:
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6. Section 172

a. Stakeholder engagement
b. Decision-making
Tracy Gordon
Tel: +44 (0) 20 7007 3812
Mob: +44 (0) 7930 364431
Email: trgordon@deloitte.co.uk

Corinne Sheriff
Tel: +44 (0) 20 7007 8368
Mob: +44 (0) 7824 609772
Email: csheriff@deloitte.co.uk

William Touche
Tel: +44 (0) 20 7007 3352
Mob: +44 (0) 7711 691591
Email: wtouche@deloitte.co.uk
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Important notice
This publication has been written in general terms and we recommend that you obtain professional advice before acting or refraining from action on any of the contents of this publication. Deloitte
LLP accepts no liability for any loss occasioned to any person acting or refraining from action as a result of any material in this publication.

12. Diversity

Deloitte LLP is a limited liability partnership registered in England and Wales with registered number OC303675 and its registered office at 1 New Street Square, London EC4A 3HQ, United Kingdom.

13. Pension alignment

Deloitte LLP is the United Kingdom affiliate of Deloitte NWE LLP, a member firm of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL”). DTTL and each of its
member firms are legally separate and independent entities. DTTL and Deloitte NWE LLP do not provide services to clients. Please see
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