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Executive Summary
The Financial Reporting Council’s (FRC) latest 
review of corporate governance reporting 
showcases examples of high-quality and 
insightful reporting by many companies. 
The Corporate Governance Code (Code)
is a flexible one, where companies can (and 
many do) depart from the Provisions of the 
Code provided that they clearly explain how 
they have maintained effective governance. 
We are encouraged that in line with previous 
years, companies are more transparent in 
reporting departures from the Code. This is a 
positive development, although explanations 
sometimes lack clarity, and few companies 
report to a consistently high standard across 
their annual reporting.

Disappointingly, we continue to find too 
many examples of unconvincing boilerplate 
reporting which fails to meet stakeholder 
expectations. Simply stating the timeline 
for achieving compliance with a provision is 
not enough, they also need to say why their 
alternative arrangements delivered benefits 
to the company and its shareholders. 

Over the last few months there has been 
discussion about the assessment of risk and 
the quality of internal controls, including 
debate about how and whether the UK 
regulatory framework should be improved. 
This review finds that there has been little 
year-on-year improvement in the quality 
of reporting in this area; some companies 
report very well but the majority do not, 
and fail to demonstrate sufficiently robust 
systems, governance and oversight are 
operating effectively.

The focus on workforce engagement is 
commendable – the best reporters show the 
beneficial impacts arising when companies 
broaden their engagement to include culture, 
purpose and values. Stakeholder engagement 
reporting also continues to improve, and the 
FRC would like to see companies build on this 
by reflecting on the feedback received and 
its impact on board decisions. Engagement 
is important, but only where it leads to high-
quality outcomes.

We urge all companies to pursue a goal of 
strong, clear and informative reporting of 
governance outcomes, and the actions that 
this drives. Genuine insights, rather than 
repetition of generic language, are essential 
for the application of the Code’s principles 
and the spirit of ‘comply or explain’, 
Corporate governance disclosures are an 
opportunity to build trust and understanding, 
and demonstrate why the UK is an attractive 
investment market, rather than being a 
compliance exercise.

Good governance goes beyond box-ticking 
to embed the right behaviours and culture. 
Companies should focus on actual practices 
rather than policies and procedures to 
demonstrate that a company is a well-
governed and sustainable, and able to deliver 
investment, growth and competitiveness.
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Introduction
As in the previous three years this review 
considers the reporting of 100 premium 
listed companies who are required under the 
Listing Rules to follow the Code. The sample 
of companies reviewed changes year on year 
and is a mixture of FTSE 100, FTSE 250 and 
Small Caps.

The Listing Rules require companies to make 
a statement of how they have applied the 
Code’s Principles; this should be supported 
by high quality reporting on the more 
detailed Provisions.

All reporting against the Code should be 
in the context of the circumstances of the 
company. Therefore, we would expect 
governance reporting to be different and 
demonstrate good governance in the spirit of 
the Code. There is no template or “one size 
fits all” approach. The Code allows boards 
and committees to consider their approach in 
the context of their particular circumstances 
and report accordingly.

Unlike the Principles, the provisions operate 
on a ‘comply or explain’ basis. We have for the 
last few years commented that as a regulator, 
we are supportive of departures from the 
Code, where there is a clear rationale for doing 
so. This year’s review once again found well 
over 50% of companies departing from one 
or more provision of the code, demonstrating 
that many companies recognise that the Code 
is not ‘comply or else’.

There is a high bar for standards of corporate 
governance in the UK. Repetitive and 
boilerplate reporting does not mean better 
quality governance. The aim of this review is 
to give an overview of the reporting that we 
have assessed, highlight good practice, trends 
over time, and explain where practices and 
reporting fall short, and need improvement. 

By showcasing high quality reporting, 
we look to raise standards to support 
appropriate transparency and build trust from 
shareholders and stakeholders.

We hope that companies, their advisors, and 
stakeholders will consider the review and act 
upon it accordingly.
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Main Findings
Code Compliance

Application of the Principles

This aspect of our review was concerned 
with how companies reported on their 
application of the Code’s Principles within 
their compliance statement. Last year, we 
found that many companies concentrated 
their reporting on compliance with Code’s 
Provisions at the expense of describing their 
application of the Principles. We observed 
that most companies disclosed that they 
had applied the Principles and provided 
signposting to information that could be 
found elsewhere within their report that 
shed further light on this. The best reporters 
provided a statement illustrating the 
application of the Principles in each section 
of the Code, along with signposting to further 
relevant information, where appropriate.

Last year, we noted that we were able 
to find some examples of good quality 
reporting against the application of Principle 
O (Risk Management Procedures). This is 
again the case this year (see, for example, 
Trustpilot Group Plc Annual Report 2022, 
pages 65-78 and 125-127). The example 
cited provides a detailed description of 
the company’s procedures to manage risk, 

oversee the internal control framework, and 
of its principal risks. There were examples 
of good reporting on other Principles as 
well. Some companies have provided, in 
their compliance statement, high-level 
commentary on the application of the 
Principles under the broad headings of each 
section of the Code, but then complemented 
this with signposts to those parts of the 
annual report which relate to the application 
of a particular Principle of set of Principles. 
This approach has the advantage of not 
adding unnecessarily to the length of the 
annual report by discussing each Principle 
separately and in detail, instead providing a 
helpful overview with cross-references where 
appropriate. We encourage companies to 
use this approach, including, for example, 
links to parts of their website where this 
contains relevant information.

Good reporting on the application of Code 
Principles also provides detail on specific 
board actions and considerations in the year. 
There was some evidence of companies 
starting to report along these lines although 
there is room for improvement. In positive 
examples, we saw one company linking the 
Principles in the Code section on Division of 
Responsibilities clearly to actions taken by 
the board to review the time required for 

the Director role. Another company made 
links between the application of Principle 
Q on remuneration and their review of the 
company’s remuneration policy, including 
setting out clearly the engagement which had 
been undertaken to support this review. Such 
examples are encouraging, and we would like 
more companies to take this type of specific, 
outcomes-focused approach to reporting on 
how they have applied the Code Principles.

In summary, whilst there have been 
improvements in how companies report 
on their application of the Code Principles, 
we would encourage companies to move 
away from a formulaic Principle by Principle 
approach which adds to the length of the 
annual report and contains little company-
specific information, and instead to report 
clearly and concisely on how application 
of the Principles has made a difference to 
actions taken by their board. 

Key Message: 

Reporting on board decisions and their 
outcomes should reduce boilerplate 
disclosures and provide the reader with 
more concise and insightful narrative.

https://assets.ctfassets.net/dbztug920vik/24RgGczsTjF13FUCu8Oj6c/cb229f03323ccf678cbec088bf6875fc/2022_Annual_Report_linked_final.pdf
https://assets.ctfassets.net/dbztug920vik/24RgGczsTjF13FUCu8Oj6c/cb229f03323ccf678cbec088bf6875fc/2022_Annual_Report_linked_final.pdf#page=67
https://assets.ctfassets.net/dbztug920vik/24RgGczsTjF13FUCu8Oj6c/cb229f03323ccf678cbec088bf6875fc/2022_Annual_Report_linked_final.pdf#page=127
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Compliance with the Provisions

In previous years, we have noted that 
sometimes compliance statements can be 
ambiguously worded. This can leave the 
reader unsure as to whether the company 
has fully complied with the Code, or where 
relevant, which Provisions they have not 
complied with. This issue does not seem 
to be as evident this year, with a majority 
of companies either clearly stating full 
compliance or setting out what Provision(s) 
they depart from. However, some companies 
are still not offering clear reporting on 
compliance, with vague statements still 
being employed, such as ‘the company has 
complied with all the Provisions of the Code 
except as specifically identified in this report’. 
As we have previously stated, this is unhelpful 
for the reader as it is not always clear to 
see which Provisions the company has not 
complied with. A company’s compliance 
statement should clearly set out which 
Provisions they haven’t complied with. 

Additionally, in some instances, companies 
claim full compliance but do not disclose 
areas of the Code that they depart from  
(see the discussion on Provision 38 and  
39 below). 

This year sixty three companies disclosed 
departure from at least one Code Provision 
within their statement.

Total number of companies disclosing a 
departure from at least one Code Provision
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When companies do depart from a provision, 
they must still demonstrate through clear 
explanations that they are applying the 
Principles. Thirty-seven companies claimed full 
compliance this year. While this is an increase on 
last year, it is a significant decrease from 2020.  

The increase in the number of companies 
departing from the Code over time 
demonstrates the benefits of a code-based 
approach to governance, in that it allows 
companies to choose bespoke governance 
arrangements that suit their particular 
circumstances provided they are still applying 
the overarching Principle. 

Companies sorted by number  
of Code departures
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In some cases, strict adherence with 
the Code’s detailed provisions may not 
be the right approach for a company. 
The ‘comply or explain’ nature of the 
Code allows companies to adjust their 
approach to governance to their particular 
circumstances and business model. 
Companies must, of course, clearly explain 
these departures and ensure that they 
continue to apply the Code’s Principles. In 
the same way, investors, and proxy advisors 
should not favour strict compliance with 
the Provisions of the Code but focus on 
individual company circumstances and the 
explanations companies provide for their 
non-compliance.

Key Message: Comply or Explain
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Provisions with the highest rate of non-compliance this year, compared to the previous years: 

2020 2021 2022 2023

Provision 19

(Chair tenure)
Provision 32

(Remuneration committee composition) 

9
16

15
12

3
11

9
5

Provision 38  
(Pension alignment)

Provision 9

(Chair independence/chair and CEO separation)

16
18

12
9

11
27

30
36

Provision 41

(Work of the remuneration committee)

4
7

11
11

Provision 36

(Share awards)

6
11

8
4

 
Provision 24

(Audit committee composition) 
3

10
10

11

 
Provision 11

(ED/Independent NED)
4

5
7

4

The graphs demonstrate that from 2020 to 
2022 there was generally a year-on-year 
increase in companies disclosing departure 
from Provisions. This year we have seen 
a slight change, with overall reporting of 
departures dropping slightly. There was an 
increase in the number of departures from 
Provision 38 (Pension Alignment). Of the 36 
companies that acknowledged their non-
compliance with this Provision, 31 stated 
either that they complied by the end of 
2022, or that they will be in full compliance 
in 2023. 

A common reason for non-compliance for 
the other five companies was that they were 
honouring existing contractual arrangements 
with their executive directors, agreed prior 
to the 2018 Code coming into effect. This 
is an understandable reason for delayed 
compliance, but clarity should be provided 
on when/if directors’ contractual pension 
entitlements will be brought into line with  
the Code. 
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In addition to the companies that have 
disclosed their departure from Provision 
38, 11 companies did not disclose non-
compliance with this provision. Seven of 
these companies explained that one of their 
executive director’s pension contributions are 
aligned to the workforce rate. All 11 state that 
executive director pension contributions will 
be fully aligned in 2023 or 2024 (with only 
one company setting 2024 as the date for  
full alignment). 

The Code offers companies the flexibility 
to depart from its Provisions. Companies 
should fully disclose not only what 
Provisions they do not comply with, but also 
why they deviate from them, as well as if/
when they intend to bring their governance 
practices into line with the Code. Without 
this transparency the comply or explain 
framework is of little benefit to companies 
or their stakeholders. 

Key Message: Flexibility Example: providing a meaningful explanation for non-compliance

Why it’s useful: 
The example shows why the company has 
not complied with Provision 19 of the Code. 
The explanation: 

1.  Sets the context and background 
2.  Gives a convincing rationale for the approach 

taken – signposting to where this is provided 
in detail in the previous year’s report. 

3.  Shows an appreciation for the fact that 
risks could stem from the Code departure 
and describes mitigating actions – mainly 
assessment of the Chair as part of internal 
and external Board reviews

4.  Sets out when the company intends  
to comply 

5.  Is overall an understandable and  
persuasive explanation.

Chair Succession 
Tenure 
Irial Finan joined the Board 
in February 2012 and was 
appointed Chair in May 2019. He 
was independent at the time of 
appointment, as recommended 
by the Code. He was appointed as 
Chair designate in October 2018 
and became Chair at the conclusion 
of the AGM in May 2019. 

In 2021, as Irial had then 
exceeded nine years on the 
Board, a comprehensive review 
of the Chair’s tenure including 
a shareholder consultation was 
conducted, which was led by 
Gonzalo Restrepo who was the 
Senior Independent Director at 
the time. In line with Provision 19 
of the Code, a clear and detailed 
explanation was provided in the 
2021 Annual Report (pages 84 and 
85) outlining the conclusions of this 
review, the rationale for a proposed 
extension to the Chair tenure, and 
a recommendation to shareholders 
that the tenure of Irial be extended 
by a period of up to three years 
(or up to the 2025 AGM). In their 
decision to define a time period for 
the extension, the Board noted its 
belief that this would provide clarity 
and certainty for all stakeholders of 
the Group. This recommendation 
was strongly supported by the 
Company’s shareholders with over 
93% of votes cast in favour of Irial’s 
re-election at the AGM in 2022. 
During the previous two years, 

internal evaluations conducted by 
the Senior Independent Director 
had included an evaluation of 
the Chair. These evaluations 
concluded that his performance 
was exceptional and that the Board 
were very satisfied with his support, 
leadership and independence 
as Chair. In addition to these 
internal evaluations, an externally 
facilitated evaluation of the Board 
including the Chair was conducted 
by Ffion Hague of Independent 
Board Evaluation during 2022. The 
feedback was highly positive with 
recognition of the interpersonal 
dynamics Irial has established in 
what is considered a diverse and 
engaged Board. The external review 
also noted Irial’s strong people, 
investor and customer focus as well 
as his notable understanding of 
our business. 

As a result, following consideration 
of the Code, the comprehensive 
review completed during 2021 and 
the externally facilitated evaluation 
conducted in 2022, the Board has 
concluded that it remains in the 
best interests of the Group and of 
all stakeholders that the tenure of 
Irial continue in line with the prior 
year recommendation. 

Succession Process 
As noted in the 2021 Annual 
Report, the Board is committed 
to ensuring that an orderly 
succession and transition of the 
Chair is conducted. As a result, 

progressing the process remains a 
priority for the Senior Independent 
Director who is leading the 
succession process. During 2022, 
Kaisa Hietala succeeded Gonzalo 
Restrepo as Senior Independent 
Director, and is now responsible 
for the succession process going 
forward. A comprehensive 
handover was conducted following 
her appointment as Senior 
Independent Director. In addition, 
due consideration has been given 
to the next steps required. During 
2023, a detailed specification of 
the role will be prepared, and an 
independent external recruitment 
firm will be selected to work with 
Kaisa to commence the search 
process for Irial’s replacement as 
Chair of the Board. 

The Board will keep shareholders 
informed on the matter of the 
Chair’s succession in the Annual 
Report next year and through 
direct engagement as appropriate. 

Recommendation 
In conclusion, the Board has 
carefully considered the Chair’s 
tenure and believes that it is in the 
best interests of the Company and 
its stakeholders that Irial remain 
as Chair for a period of up to two 
years (or up to the 2025 AGM). The 
Board is therefore recommending 
to shareholders the re-election of 
Irial at the forthcoming AGM in 
April 2023’.

Source: Smurfit Kappa Group Annual Report, 2022, p.111

Explanations for Code departures

In previous years, we have clearly set out our 
expectation that companies provide clear and 
meaningful explanations for any departures from 
the Code. There is still room for improvement.

Many of the trends observed last year remain. 
There were instances of unexplained departures, 
with the focus of reporting being solely on 
the company’s timeline for compliance, as well 
as instances of boilerplate reporting lacking 
the detail required to effectively convince 
the reader that the departure from the Code 
benefits the company.

Overall, there was a slight improvement 
in explaining Code departures, with more 
explanations being understandable and 
persuasive. Companies could further improve 
their explanations by explicitly recognising 
the potential risks arising from the Code 
departure and a description of actions taken 
to mitigate these. 

https://www.smurfitkappa.com/uk/investors/-/m/files/publications---global/financial-reports/smurfit_kappa_annual_report_2022.pdf?rev=-1&hash=4A083162C173294E636D36D88F419807#page=113
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1. Board Leadership and Company Purpose
Culture, Purpose and Values

Corporate culture

Reporting on corporate culture continues to 
evolve. While still standing out as a separate 
theme in reports, 40% of companies included 
culture among other environmental, social and 
governance (ESG)/sustainability disclosures, 
often classifying it as a Social (the S of ESG) 
issue. However, culture-related reporting was 
not limited solely to those sections.

Principle B 

The board should establish the 
company’s purpose, values and strategy, 
and satisfy itself that these and its 
culture are aligned. All directors must 
act with integrity, lead by example and 
promote the desired culture.

As the FRC’s 2021 Creating Positive Culture: 
Opportunities and Challenges (2021 Culture 
Report) found, the CEO plays an essential 
role in driving and embedding culture 
throughout the company, but Non-Executive 
Directors (NEDs) are becoming increasingly 
more involved. Hence, this year we have 
looked specifically at whether companies are 

reporting on NEDs involvement. We have 
found that while culture is often referred 
to by Chairs in their letters, suggesting 
the topic is very much at the top of the 
agenda of many boards, only around a half 
of companies reported with insight on this 
matter. This includes specific references 
to NEDs culture-related activities beyond 
assessment and monitoring (Provision 2 of 
the Code), reporting their explicit involvement 
in the active creation and promotion of 
culture across the organisation and focusing 
on outcomes.

From our sample, we also found that 
approximately 10% of organisations had  
set up a dedicated board-level committee  
or taskforce with an explicit culture remit  
and one company renamed their 
remuneration committee ‘Remuneration  
and People Committee’ giving this area 
increased prominence.

Better reporters included case studies and 
reduced the length of reporting by the use 
of hyperlinks or QR Codes. Unfortunately, 
only a minority of companies discussed 
progress they had made on their culture 
agenda, setting out actions and activities 
following from board decisions from the 
previous year. 

Good reporting focuses on setting 
out both the practice and policy along 
with objectives and progress towards 
milestones. This includes reporting on what 
activities helped to achieve the outcome. 
Too often culture-related disclosures in 
the governance report repeat what can be 
found in the strategic report or wording 
from the Code. 

“A healthy corporate culture is one in which 
SSE has a purpose, values and strategy that 
are respected by its stakeholders, and an 
operating environment that is inclusive, 
diverse, supportive and engaging; that 
encourages employees to make a positive 
difference for stakeholders; in which values 
guide responsible decisions and actions; 
and in which attitudes and behaviours are 
consistent with high standards of conduct 
and doing the right thing.” 
 
Source: SSE Annual Report, 2022, p.137

Key Message: Culture Reporting

Example

https://media.frc.org.uk/documents/Creating_positive_culture__opportunities_and_challenges.pdf
https://media.frc.org.uk/documents/Creating_positive_culture__opportunities_and_challenges.pdf
https://www.sse.com/media/ucnjhbcv/sse-full-annual-report-revised-web.pdf#page=139
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Purpose and values

Despite a slight dip in the number of 
companies clearly stating their corporate 
purpose, the rate of disclosure remains 
very high. The rate of good supporting 
information is much lower, only around 
half of organisations, but it has significantly 
increased from last year. However, the 
other half of companies still have a tick-box 
approach to reporting in this area, with the 
purpose statement often limited to what 
resembles a marketing slogan and with no 
explanatory note.

The better disclosures were clear on each 
element of the purpose, explaining for 
example, why the company exists, what it 
does, the market in which it operates, what 
it is seeking to achieve, and how it will 
achieve it. The quality of disclosures does 
not appear to be correlated with company 
size and as demonstrated in the following 
example, a simply defined purpose can be 
very informative.

“Our purpose: To provide motor insurance, 
available to the widest possible range 
of drivers, based upon a fair, risk-based 
pricing model that is consistent across all 
customers. Generate excess capital and 
return this to shareholders or reinvest in the 
business in order to increase future returns.” 

Source: Sabre Insurance Annual  
Report, 2022, p.3

Example

Source: Bunzl Annual Report, 2022, p.30-31

Source: Chemring Annual Report, 2022 p.6-7Example

Example

Delivering long term  
sustainable value

Our purpose 
We believe that our 
purpose is to deliver 
essential business 
solutions around  
the world and  
create long term 
sustainable value  
for the benefit  
of all stakeholders.

Through our  
core values
• Humility
• Responsiveness
• Reliability
• Transparency

We provide essential  
business solutions:

We ensure:
• Customer-centric service model
• Simplification and efficiency
• Local agility and knowledge
• Value-add services and expertise
• Sustainable and responsible solutions
• Reliability 

We source

We consolidate

We deliver

A one-stop-shop

Bunzl plc Annual Report 202230

OUR PURPOSE-LED STRATEGY

We create long term  
sustainable value:

For the benefit of  
all stakeholders

READ MORE:  
SECTION 172 
PAGE 70

Customers

Colleagues

Shareholders

Environment

Suppliers

Communities

A compounding strategy  
that consistently delivers

Sustainability is a vital  
part of the equation

Profitable 
organic  
growth

Use our competitive advantage  
to support the growth of our 
customers and to increase our 
market share.

READ MORE  
PAGE 36

Operating  
model 
improvements

Daily focus on making our business 
more efficient.

READ MORE  
PAGE 37

Acquisition 
growth

Use strong balance sheet and 
excellent cash flow to consolidate 
our markets further.

READ MORE  
PAGE 38

Responsible  
supply chains
READ MORE  
PAGE 52

Taking action on 
climate change
READ MORE  
PAGE 56

Investing in a  
diverse workforce
READ MORE  
PAGE 54

Providing tailored 
alternative solutions
READ MORE  
PAGE 64

Digital capabilities

Our tailored digital solutions 
enhance the experience of our 
customers, supporting customer 
retention, while increasing the 
efficiency of our own operations.

READ MORE  
PAGE 15

FINANCIAL STATEMENTSDIRECTORS’ REPORTSTRATEGIC REPORT

31Bunzl plc Annual Report 2022

OUR PURPOSE IN ACTION

WE’RE CONTINUING TO PROTECT  
AND GROW BY LIVING OUR VALUES

Innovating to protect lies at the core of our 
foundations, underpinned by our values of Safety, 
Excellence and Innovation. Every day, our people 
play an essential role in protecting armed forces, 
national security and commercial operations in 
sovereign states across the globe. 

SAFETY
CONTINUING OUR JOURNEY TO ZERO HARM
Our Journey to Zero Harm is about identifying and taking further 
actions to reduce the likelihood of anyone getting hurt by focusing 
on people, plant and process. For plant, we regularly review and 
strengthen our assets’ integrity. For process, we are investing in 
new automated production systems and improving our processes. 
For people, that is where our safety culture comes in and the part 
all our colleagues play in making sure we operate in safe conditions 
using safe behaviours. 

SPOT IT, STOP IT, SHARE IT 
Last year, we launched a new internal campaign called Spot it, Stop it, 
Share it, encouraging our colleagues to step up their focus on 
reporting unsafe conditions, behaviours and near misses. Following up 
those near miss reports with corrective actions is essential, and that is 
where leadership and the health and safety teams on site make a real 
difference. This year, the campaign continued with a safety poster 
design competition for our colleagues’ children to promote good 
behaviours and procedures. 

Building a strong, proactive safety culture is our number one priority 
at Chemring. We will continue to develop that health and safety 
culture as we Journey to Zero Harm, ensuring we protect 
our employees every step of the way.SP    T IT   ST    P IT   SHARE IT

Journey to
Zero Harm

Young artist: Vaughn, aged 7

Manual handling
Manual handling includes lifting, lowering, pushing, pulling and carrying. If any of 
these tasks are not carried out appropriately there is a risk of injury. Prevent 
injuries by:

• Not twisting, stooping and overreaching

• Avoid lifting from floor level or above shoulder height

• Assess the weight to be carried 

Be careful  
when lifting

SP    T IT   ST    P IT   SHARE IT

Journey to
Zero Harm

Young artist: Amber, aged 15

Common causes  
of accidents 

Look out for these common causes of accidents and injuries.  Always think 
safety first to keep you and those around you safe at work:

• Slips, trips and falls

• Injured while handling, lifting or carrying

• Struck by a moving object

• Falls from a height

• Personal health & wellbeing

SP    T IT   ST    P IT   SHARE IT

Journey to
Zero Harm

Young Artist:  Viola, aged 7

Stop slips and trips

Slips and trips are the most 
common cause of injury at 
work, causing over a third 
of all major injuries. Stop 
slips and trips by:

• Having routine and  
responsive cleaning

• Cleaning up  
spillages quickly

• Stop people walking  
on a wet floor

• Look out for trip  
hazards

SP    T IT   ST    P IT   SHARE IT

Journey to
Zero Harm

Young artist: Charles, aged 10

Emergencies can occur in any location 
and it’s important to know what to do in 
case you experience an emergency.  
What to do in an emergency:

• Know your site’s plan

• Know your evacuation route

• Keep calm 

• Follow evacuation procedures

• Use stairwells for evacuation, not the 
elevators, and hold on to handrails

Be prepared for 
emergencies 

Chemring Group PLC Annual report and accounts 202206

INNOVATION 
HELPING TO ADDRESS UK’S TECHNICAL SKILLS GAP 
AND BOOST SCALABLE GROWTH
Earlier this year, the Roke Academy was launched as part of 
Roke’s strategy for scalable growth. The business welcomed new 
candidates to their intensive six-month programme, the Ignite 
Development Pathway (“IDP”). The IDP focuses on life skills and 
enthusiasm for technology that candidates bring rather than a 
straight career path.

In the face of “the war for talent”, the Academy focuses on developing 
transferable life skills and a passion for technology rather than 
benefiting those already qualified for hire. This creates an alternate, 
fully inclusive pathway into employment for those that might 
otherwise have faced barriers to entry. 

Targeting the national technical skills gap, the Roke Academy provides 
high quality training in key technology areas and the supporting skills 
needed to deliver it effectively. 

The Academy is designed to be a centre of excellence for learning and 
development, focusing on non-traditional areas of recruitment to 
embrace undiscovered talent who may not have previously had the 
opportunity to enter the technology field. Individuals who have found 
the traditional recruitment process a challenge are returning to work 
after a break, transitioning from military and law enforcement service, 
or looking for a change of career. Candidate selection also seeks to 
challenge traditional technology demographics in areas of gender, 
ethnicity and neurodiversity.

Paul MacGregor, Roke Managing Director, commented:

“ The Roke Academy provides the opportunity to attract new 
candidates who may have faced barriers to work for various 
reasons. We support these diverse individuals who can bring unique 
strengths to our business in terms of creativity, analysis, innovation 
and leadership to then progress in their chosen field.”

EXCELLENCE 
COGSWELL AWARD FOR AN EXCEPTIONAL 
SECURITY PROGRAMME
Chemring Sensors & Electronic Systems (“CSES”) was awarded a 
Cogswell Award in June this year. The award is the most prestigious 
honour the US Defense Counterintelligence & Security Agency 
(“DCSA”) can bestow on a cleared defence contractor. It was 
established in 1966 in honour of the late Air Force Colonel, James S. 
Cogswell, the first chief of the United Office of Industrial Security.

Of the nearly 13,000 cleared US defence contractors, like CSES, in the 
National Industrial Security Program (“NISP”), only the top 0.5% are 
selected to receive a Cogswell Award.

With this award, CSES was recognised for establishing and 
maintaining a security programme that exceeds the NISP 
requirements, demonstrates a commitment to excellence and 
sets a high standard for other organisations to follow.

Amish Mehta, President of CSES, commented:

“  It was an honour to receive a Cogswell Award in recognition of our 
exceptional security programme in support of our customers. 
Achieving this distinction requires a total team effort and is a 
testament to the hard work of our security team and our 
organisation-wide commitment to excellence in security. Our top 
priority is the safety and security of our people and our customers’ 
technical advantage and data.”

OUR PURPOSE IN ACTION

WE’RE CONTINUING TO PROTECT  
AND GROW BY LIVING OUR VALUES
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Just under 20% of companies referred to values 
without setting them out within the annual 
report. The best reporters went beyond simply 
listing them and explained what those values 
mean in practice, how they translate into 
behaviours and how they have been embedded.

We have also observed some good quality 
reporting where either purpose or values 
were restated – to remain relevant and 
aligned with evolving strategy and business. 
For more discussion of this topic and practical 
examples see the FRC’s 2022 In Focus: 
Purpose and ESG brief.

Disclosure of the alignment between 
company purpose, values, strategy and culture 
(Principle B of the Code) continues to be 
one of the weakest areas. This year around 

https://www.sabreplc.co.uk/media/1352/annual_reports_and_accounts_2022.pdf#page=4
https://www.bunzl.com/media/esolumzi/bunzl_ar22_interactive_pdf.pdf#page=32
https://staticcontents.investis.com/html/c/chemring/ar-2022.xhtml
https://media.frc.org.uk/documents/FRC-In-Focus-Corporate-Purpose_April-2022.pdf
https://media.frc.org.uk/documents/FRC-In-Focus-Corporate-Purpose_April-2022.pdf
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40% of companies explicitly discussed the 
alignment and around a half of those provided 
meaningful explanations – the same ratio as 
last year. Better reporters clearly stated their 
corporate purpose, values and strategy and 
discussed their alignment with corporate 
culture within the front part of the annual 
report, often using visual representation. One 
company explained the prominence given to 
those elements by calling them ‘the foundation 
of their business’. Some organisations went 
a step further by referring to that alignment 
throughout the report, mostly in the context of 
sustainability strategy and culture assessment, 
but also succession planning, talent 
management, diversity, equity and inclusion, 
risk management and remuneration.

Our purpose-driven approach

Our purpose

Business model 

Culture & values Sustainability Governance

Markets Long-term value for our stakeholders

Strategy

Risks

To help our trade customers achieve exceptional results for their 

customers and to profit from doing so. When our customers succeed,  

we succeed and our stakeholders succeed.

Long-term, sustainable growth and value for all stakeholders.  

Ensuring that our business positively impacts the world around  

us and the people in it.

Worthwhile for  
all concerned.

The importance of  
sustainable behaviour  

is recognised right 
through the business.

A clear governance 
framework. Operating 

with integrity.

Trade-only. In stock from local depots. 

Entrepreneurial depots supported by  

UK manufacturing and efficient  

sourcing and distribution.

Reach more builders. Offer them the best 

product, pricing, service and support. 

Generate profits for reinvestment and 

shareholder returns.

See page 13

See page 10 See page 46 See page 11 See page 76

See page 14

See page 12 See page 36 

Culture is aligned  
with purpose, values  

and strategy

Our business model and  
strategy generate value for  

a range of stakeholders

Sustainable behaviour preserves 
our culture, maintains focus on  

our business model, mitigates our 
risks and addresses the needs  

of our stakeholders

Our governance framework 
guides all decisions  

and outcomes

Our purpose drives our business model and shapes our strategic decisions

We respond to external opportunities and mitigate threats

Howden Joinery Group Plc / Annual Report & Accounts 2022 Howden Joinery Group Plc / Annual Report & Accounts 2022
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Strategic report / Our purpose-driven approach

Strategic Report Strategic Report Page Title

 Our purpose, our culture & values, our market,  

our strategy and our business model

Source: Howden Joinery Annual Report, 
2022, p.8-9

Example

Evaluation

Companies increasingly report on the 
involvement of board committees in 
culture evaluation – from assessment and 
monitoring, through embedding to assurance, 
demonstrating a more joined up approach. 
However, the level of involvement varies and not 
every committee has a clearly defined remit. In 
previous years the nomination committee was 
most commonly tasked with oversight of culture 
but some organisations have now moved this 
responsibility to a board-level sustainability/ESG 
committee. Those differences in governance and 
reporting demonstrate flexibility of the Code. 
Clarkson clearly outlined all elements of their 
culture with assigned oversight responsibility to 
their board and each committee.

Assessment and monitoring

We have observed a small reduction in 
disclosures of culture assessment and monitoring, 
and in good quality explanations in those areas, 
with 70% and 20% of companies doing so 
respectively. However, similar to last year, only six 
companies provided insightful disclosures that 
addressed the process, actions and outcomes 
of culture reviews. Among better reporters, for 
example ITV, we have noted increased disclosure 
of insights from the reviews as well as resulting 
actions and outcomes in the year, however, 
examples of impact are still hard to find. 
Culture metrics were disclosed by just over 

half of organisations. However, only around 
20% of companies disclosed culture-linked 
targets and 14% disclosed year on year 
progress. Nonetheless, more companies now 
include culture and people related metrics as 
their KPIs in the strategic report.

Some organisations refer to ‘observing’ their 
culture as opposed to ‘measuring it’, others 
do both. Whatever approach is used it is 
important that companies do not lose sight 
of culture-related risks and opportunities, 
and their link with strategy. 

Key Message: Culture Reporting

Examples of wide-ranging metrics/ 
cultural indicators:

• NEDs engagement meetings held.

• Accident/incident rate improvement.

• Annual promotions to management positions.

• Employee equity participation.

• Balanced shortlists and talent development.

• Attitudes to internal audit, risk and regulators.

• Diversity at the management-level.

• Modern slavery statement/audit.

https://www.howdenjoinerygroupplc.com/docs/librariesprovider25/archives/annual-reports/2022-annual-report.pdf#page=6
https://www.itvplc.com/~/media/Files/I/ITV-PLC/documents/reports-and-results/annual-report-2022.pdf#page=117
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Many companies report on the boards 
assessment of progress against such 
metrics at least once a year and 
increasingly refer to the use of dashboards. 
One organisation demonstrated how 
their culture dashboard brings together 
objectives, metrics, KPIs and actions taken.   

Example

139SSE plc Annual Report 2023138 SSE plc Annual Report 2023

Financial StatementsStrategic Report Directors’ Report

Our culture is shaped and determined by the way we…

Attract and  
retain people

Work 
together

Look after  
each other

See  
ourselves

Make  
decisions

Manage 
performance

Lead from  
the top

Reflected in employee sentiment surrounding the core themes and actions SSE is taking in each area...

Employee 
engagement 

84% ▲

Inclusion  

85% ▲

Safety  

93% ▲

Our  
strategy 

83% ▼

Doing the  
right thing 

85% ▲

My  
manager 

76% 

Senior  
leaders 

66% ▲
 
Life at SSE

73% 

 
My Team

85% 
Wellbeing

 

76% ▲
Supported by key people metrics and KPIs…

10.5% ▲ 

Employee 
turnover.

4,401 ▲ 
vacancies 
filled. 

83%  of 
employees able 
to work flexibly.

8 ▲  
‘Belonging  
in SSE’ 
communities 
with over 2,000 
active members. 

255 ▲ 
Safe Days. 

6.9 ▲ 
Sick days  
per head. 

Just over 1 in 5 
SSE colleagues 
have made the 
transition from 
high to low- 
carbon roles*. 

95.5% ▲ 

Certification 
across mandatory 
eLearning 
courses. 

50 ▲ 
employee 
contacts on 
Speak Up 
platforms. 

1,992 
Leaders engaged 
with the 
Leadership 
Blueprint Plans*.

58 ▲  
Board-led 
employee 
engagements, 
including 
13 Non-Executive 
Director for 
Employee 
Engagement 
sessions.

Continually supported by cultural action plans and Board support in 2022/23…

Provided 
continued 
oversight of 
critical skills 
investment, 
performance 
initiatives and 
development  
of employee 
proposition  
(see pages 146  
to 147 ). 

Oversight of top 
leaver reasons; 
SSE’s employer 
brand; and 
activity which 
communicates 
SSE’s proposition 
to external 
candidates.

In response to 
employee views 
and engagement, 
oversaw 
enhanced Family 
Leave entitlement 
for pregnancy 
loss, fertility 
treatment and 
partner’s leave. 

Amplified direct 
engagement  
with employees 
on the topic  
of inclusion  
and diversity  
(see page 136 ).

SSHEAC safety 
and wellbeing site 
visits continue  
to be conducted 
(see page 165 ). 

Reviewed  
safety, health  
and wellbeing 
performance at 
the start of every 
Board meeting.

Received  
updates on the 
formation of a 
new Contractor 
Safety Team. 

Oversees 
ongoing delivery 
of the Net Zero 
Acceleration 
Programme  
and 2030 Goals 
(see pages 125  
to 129 ).

Directly 
supported 
employee 
communications 
on strategy  
(see page 136 ).

Continued focus 
on front line 
communications 
(see page 137 ).

Reviewed SSE’s 
whistleblowing 
arrangements 
and performance  
(see page 131 ).

Board support  
for SSE’s cyber 
security month. 

Direct Board 
engagement  
with leaders to 
provide feedback 
and direction  
(see page 136 ). 

Continues  
to sponsor  
a leadership 
review which 
confirmed  
a strong, 
collaborative 
organisational 
environment with 
trust and support.

Board’s approach 
to understanding 
and assessing 
strength of 
culture (see  
page 137 ). 

Board presence 
across SSE’s full 
engagement 
approach  
(see pages 134 to 
136 ).

* New measure.

Measuring culture through our dashboard 

See also culture on the Board agenda on page 28 .
Embedding a healthy business culture on page 59 .

Defining Board responsibilities 

Through the Board Charter, the Board approves the clear division of responsibilities between the Chair and Chief Executive and sets  
out what is expected of the non-Executive Directors, recognising the defined roles of Senior Independent Director and Non-Executive 
Director for Employee Engagement. The below confirms the split of executive and non-Executive accountabilities which support the 
integrity of the Board’s operations.

Executive

Chief Executive
• Proposing and directing the delivery of Board-agreed strategy 

through leadership of the Group Executive Committee.
• Ensuring SSE’s decisions and actions have long-term focus, 

through management, implementation and progression of 
sustainability interventions, which support strategy and address 
material impacts including climate change. 

• Communicating and providing feedback on the implementation 
and impact of Board-agreed policies on behaviours and culture, 
ensuring SSE operates in line with its values. 

• Assuming responsibility for the overall performance of SSE’s 
Business Units and leading the functions of: HR; Corporate 
Affairs, Regulation and Strategy; and Sustainability.

• Engaging with SSE’s six key stakeholder groups and leading  
on related activity at EU, International and UK level.

Finance Director
• Deputising for the Chief Executive.
• Proposing policy and actions to support sound financial 

management and leading on M&A transactions. 
• Leading the functions of: Finance; Procurement and Logistics; 

Group Risk and Audit; IT and Cyber Security; Investor Relations 
and Company Secretarial; and the General Counsel areas of 
responsibility.

• Overseeing relationships with the investment community.
• Engaging with SSE’s six key stakeholder groups and leading  

on related activity in Scotland.

Chief Commercial Officer
• Supporting the work of the Chief Executive and Finance 

Director.
• Leading SSE Renewables, SSE Thermal, Energy Portfolio 

Management, Energy Customer Solutions and SSE Enterprise  
at Board level.

• Driving growth and commercial market risk activities for  
all of SSE’s non-networks businesses at Group level.

• Leading executive relations with trade unions. 
• Engaging with SSE’s six key stakeholder groups and leading  

on related activity in Ireland and Northern Ireland.

Company Secretary

• Safeguarding compliance with Board procedures and providing 
support to the Chair.

• Ensuring the Board has high quality information, adequate time 
and appropriate resources.

• Advising the Board on corporate governance developments.
• Considering Board effectiveness in conjunction with the Chair.
• Facilitating the Directors’ induction programmes and assisting 

with professional development.
• Providing advice, services and support to all Directors when 

required.

Non-Executive

Chair
• Leading the effective operation and governance of the Board.
• Ensuring decision-making has long-term focus, and SSE’s 

approach to sustainability, including climate change, is 
addressed through strategic, operational and risk considerations.

• Setting agendas to support balanced decision-making. 
• Demonstrating objective judgement and applying sufficient 

challenge to proposals.
• Ensuring effective Board relations and a culture that supports 

constructive debate.
• Engaging with major shareholders and key stakeholders to 

ensure the Board understands and considers their views. 
• Overseeing the annual Board evaluation and identifying 

required actions.
• Setting the cultural tone and leading initiatives to assess culture.

Senior Independent Director1

• Providing a sounding board for the Chair.
• Leading the Chair’s performance evaluation.
• Serving as an intermediary to other Directors when necessary.
• Being available to all stakeholders if they have concerns 

requiring resolution.

Independent non-Executive Directors
• Challenging and assisting in the development of strategy.
• Reviewing and measuring the performance of management.
• Providing independent insight and support based on relevant 

experience.
• Reviewing financial information and ensuring the System of 

Internal Control and Risk Management Framework are effective.
• Reviewing succession plans for the Board and senior leadership.
• Monitoring actions to support inclusion and diversity.
• Engaging with key stakeholders and reporting to the Board  

on perspectives.
• Setting executive remuneration policy.
• Serving on, or chairing, various Committees of the Board.

Non-Executive Director for Employee Engagement 1

• Providing an employee voice in the Boardroom.
• Developing, implementing and reporting on employee 

engagement initiatives. 
• Representing the Board and its decision-making in discussions 

with employees. 
• Engaging with officers of trade unions and internal trade unions 

representatives on strategic issues affecting the workforce.

1 The responsibilities of Senior Independent Director and Non-Executive 
Director for Employee Engagement apply in addition to those of non-
Executive Director.

Focusing on culture continued

▲ ▼  Movement relative to 2021/22. 

▲ ▼  Movement relative to internal 2021 trend benchmark.

Source: SSE Annual Report, 2022, p.138

Embedding and assurance

Disclosure of how companies approach 
culture embedding increased by around 20%, 
which means that just over half of companies 
discussed it. Better reporters included details 
of a wide range of embedding initiatives, 
these can be split out into three broad areas:  

• Promptness of payments to suppliers.

• Legal proceedings issued by suppliers/
employees.

• Communication: leadership events, case 
studies and inspiring stories, high profile 
campaigns, task force.

• Performance frameworks: development 
plans and specific objectives, coaching and 
mentoring, goals and KPIs.

• Resources: new policies and practices, 
online support, ethics and compliance 
handbook, culture hubs, advisory panel.

As demonstrated below, one company set a 
clear timeline for its culture transformation 
plan, which included several embedding 
milestones.

Source: Imperial Brands Annual Report, 2022, p.23

Example

Our new strategy launched in January 
2021 identified the development of a 
performance-based culture and 
capabilities as a key enabler to 
successfully delivering our strategy.

This reflects the importance of 
harnessing the skills, the performance, 
and the potential of every colleague in 
pursuit of our strategic goals. 

In October 2021, following extensive 
consultation with colleagues across all 
markets and functions, we launched 
‘Connections’, our new purpose,  
vision and behaviours, to all 26,000  
of our employees through our first 
global conference. 

Our five behaviours are: Start with the 
Consumer; Collaborate with Purpose; 
Take Accountability with Confidence; 
Be Authentic and Inclusive to all; and 
Build our Future. 

We are now rolling out a highly 
structured, multi-year programme, 
where all of our colleagues are 
expected to invest considerable time 
immersed in thinking about our 
behaviours and improving their 
broader capabilities.

By the end of December 2022, every 
one of our employees around the 
world will have experienced 
development to gain an understanding 
of these behaviours, and what they 
mean for them in their role.

This has been supported by leadership 
events featuring case studies 
demonstrating how our businesses 
and functions are applying the five 
behaviours to create positive 
operational and financial outcomes. 
Events in 2022 featured inspiring 
stories from markets as diverse as the 
US, Romania, Ivory Coast, Saudi Arabia 
and global travel retail. These 
activities have been underpinned by 
an internal communications 
campaign which has included online 
resources and new Connections 
branding across offices and factories. 

A recent pulse survey across our top 
500 senior leadership population has 
shown that 93% understand our 
behaviours and what they mean for 
them in their role. 

The next phase of our cultural 
transformation is to embed 
Connections into our performance 
management framework for our 2023 
financial year. Connections will be an 
integral part of the way we set 
performance expectations and how we 
lead, recognise and reward people. 

The bonus plan for all 1,200 of our 
senior leaders will measure and 
reward “how individuals deliver”, 
through the demonstration of our 
behaviours, as well as “what they 
deliver”. A further 5,000 of our people 
will be aligned to the new performance 
framework in the coming year. 

Development planning will be a 
separate conversation to objective 
setting, with dedicated focused time 
given to this important activity.

This approach will require our 
managers to further develop how they 
set both performance and behavioural 
objectives and how they coach, 
develop and support their teams to 
optimise performance and unlock 
potential. During the next 12 months 
we will invest in focused leadership 
development to deepen these skills 

TRANSFORMATION IN ACTION

Strategy launch 
sets out case for 
culture change

Jan 2021

First top 500  
leadership event 
showcases new 
behaviours in action

Feb 2022

Consultation with 
colleagues to develop 
purpose and vision

Spring/Summer 2021

Global office and 
factory rebranding

Spring 2022

New purpose, vision & 
behaviours unveiled at  
first-ever all-colleague 
conference

Oct 2021

Immersive  
Connections  
sessions  
start

Nov 2021

Connected 
Leadership 
coaching launched

Sep 2022

with the aim of ensuring  
regular and meaningful  
performance conversations.

In addition, functions and regions 
have gone through a detailed process, 
known as Leading Sustainable Change, 
to align their goals with our purpose, 
vision and strategy. 

While the development of a global 
performance-based culture will take 
time to accomplish, we have a clear 
plan and commitment at all levels of 
the Company to deliver on it. 

We will utilise regular employee 
experience surveys and targeted 
leadership pulse surveys in order to 
measure and report on our progress, 
with key performance indicators to be 
developed in 2023. 

HOW OUR IMMERSIVE 
CONNECTIONS SESSIONS WERE 
RECEIVED BY OUR COLLEAGUES 

“This is the best training  
I’ve ever had.” 

“The workshops have been 
enlightening… I have enjoyed 
the meaningful interaction  
with colleagues around  
the business.” 

“A lot of useful learning  
tools and tips…  
to transform behaviour  
and work collaboratively.” 

“I was extremely sceptical of  
the invite… on reflection, every 
second was well spent.” 

“Excellent tools… after 25 years 
in Imperial this was new  
for me.” 

www.imperialbrandsplc.com 23

https://www.sse.com/media/pf3fsfak/sse-plc-annual-report.pdf#page=71
https://www.imperialbrandsplc.com/etc.clientlibs/imperialbrands/corporate/components/content/oar/clientlibs/resources/pdfs/imperial-brands-2022-annual-report.pdf#page=25
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Some companies reported how they have 
taken a more bespoke approach. These 
included establishing local strategies or 
launching an action plan informed by data 
and insight, and supported by a senior 
executive committee sponsor, setting out 
how the board is responsible for ensuring 
that the governance framework supports the 
embedding of the desired culture. 

Culture assurance, whether external or 
internal, is still not widely reported on. 
Statistics remain largely unchanged with 
around a tenth of companies making explicit 
and 20% only implicit reference to it. 

Among those companies that alluded  
to culture assurance, delegation to  
internal audit appears to be the most 
common method.

Other observations

Although still very rare, some companies 
talk about the impact of their culture-related 
strategy on their performance.

Among the emerging approaches are:

• Recognising the importance of culture 
strategy when reviewing succession 
planning for senior management and  
other recruitment

• Embedding sustainability policies and 
practices into company culture and  
desired behaviours 

• Reflecting organisational culture and 
values in the board’s and group’s diversity, 
equity and inclusion policy 

• Giving more prominence to ethics 
and recognising the importance of 
psychological safety.

“The positive impact of our learning culture 
is evident both internally and externally. 
Internally, it has contributed to improved 
retention, increased promotion rates and 
more accurate succession planning.”  

Source: AstraZeneca Annual Report, 
2022, p.46

Example

“In FY23, we launched a campaign to 
reinforce how line managers have a critical 
responsibility to be a role model for ethics 
and integrity at Vodafone and create a 
culture where we take decisions that foster 
trust and admiration.”  

Source: Vodafone Annual Report, 2022, 
p.23 

Example

Companies also increasingly report on their 
culture/values/behaviours champions and 
the importance of training middle managers 
in empowering workforce and in delivering 
on culture change and embedding. Our  
2021 Culture Report talks about both of 
those themes in greater detail.

https://www.astrazeneca.com/content/dam/az/Investor_Relations/annual-report-2022/pdf/AstraZeneca_AR_2022.pdf#page=48
https://investors.vodafone.com/sites/vodafone-ir/files/2022-05/vodafone-2022-annual-report.pdf#page=25
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All companies we reviewed have reported 
on engaging with shareholders during the 
reporting year, with 97 companies reporting 
on engagement that occurred outside of the 
AGM. As with last year’s review, we found 
that reporting is mostly generic, with limited 
disclosure of details and feedback received 
or examples of outcomes, including how the 
engagement has affected decision-making  
or strategy.

Last year we emphasised the importance 
of ‘effective engagement’. For companies 
to have effective engagement with their 
shareholders, this should include a two-
stage process where the company is able to 
receive views of their shareholders on matters 
of importance and act upon the feedback 
received where it considers appropriate. 

As with the Stewardship Code, we encourage 
companies to report on activities and 
outcomes of their engagement. Better 
reporters commented on engagement 
throughout the reporting year, particularly 
outside of the AGM. 

All companies reviewed set out their 
engagement plans. Companies predominately 
stated that their engagement was through 
disclosure. This includes producing 
annual reports, holding investor relations 
conferences as well as presentations on 
specific topics that are material to their 
company and/or their shareholders. 

Such events are useful and offer a platform 
for the company to set out information to 
shareholders. 

Better reporting demonstrated how the 
information was received by shareholders and 
in some cases discussed the issues raised. As 
noted in previous reviews, companies should 
be reporting:

• The frequency of engagement.

• The topic of engagement. 

• The different methods used to engage with 
shareholders.

• Feedback received from shareholders.

• Outcome of engagement and if the 
engagement has led to different decision-
making processes.

This can be seen in the following as Croda 
International described the range of topics 
discussed with its investor base as well 
as the frequency of its engagement. It is 
also evident that it is aware of its investors 
interest in its recent acquisitions, which 
shows how it remains actively engaged 
throughout the year.

Shareholder Engagement 

Principle D

In order for the company to meet 
its responsibilities to shareholders 
and stakeholders, the board should 
ensure effective engagement with, and 
encourage participation from, these 
parties.

“We hold an Annual Capital Markets 
Day for our coverage analysts and major 
holders, to provide more granular detail on 
our progress with strategy, performance, 
and future plans. In 2022 this focused 
on the Intelligence & Events businesses, 
their capabilities, business, models and 
addressable markets.” 
 
Source: Ascential Annual Report, 2022, 
p.70

Example

https://www.frc.org.uk/library/standards-codes-policy/stewardship/uk-stewardship-code/
https://annualreport.ascential.com/pdfs/Ascential-Annual-Report-2022.pdf#page=72
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• How the business will address capital 
allocation once our leverage targets  
are achieved.

Provision 3

As described in Provision 3, ‘the chair 
should seek regular engagement with major 
shareholders in order to understand their 
views on governance and performance 
against the strategy. Committee chairs 
should seek engagement with shareholders 
on significant matters related to their areas 
of responsibility’. Where appropriate, board 
members should be actively engaging with 
shareholders throughout the reporting year, 
particularly if there has been a significant 
vote against a resolution. 

We are aware that in some cases investors 
have a specific policy that may not wholly 
align with a company approach. This can 
lead to an investor repeatedly voting against 
a resolution – in some cases contributing to 
a 20% or more vote against. In such cases 
engagement with the investor is unlikely to 
achieve a change in approach therefore we 
suggest that companies note this in their 
annual reports.

“In March, we held an investor seminar 
on Consumer Care, to outline market 
opportunities and sector strategy in 
addition to explaining how investment in 
biotechnology will contribute to future 
growth. The equivalent seminar for Health 
Care took place at the London Stock 
Exchange in October. Given investor 
interest in our recent acquisitions, the 
Managing Director of Avanti attended the 
Pharma event, and we hosted a shareholder 
visit to Iberchem … Croda was represented 
by our Chair, Senior Independent Director 
and Remuneration Committee Chair. 
A wide range of topics were discussed 
including sustainability, Board composition, 
executive succession, performance 
metrics and culture. We intend to extend 
this representation to include our Audit 
Committee Chair at the 2023 event. We 
consulted on our proposed remuneration 
policy during 2022, holding video calls with 
one third of our investor base.” 
 
Source: Croda International Annual 
Report, 2022, p.83

Example This company goes a step further by noting 
the feedback it received from shareholders 
and how this feedback made it adjust its 
policy to respond to specific points raised  
by shareholders. 

Better reporting also included companies 
reporting on their shareholders’ key 
priorities throughout the year. This shows 
that companies have an awareness of 
the interests of their significant investors 
and can engage regarding issues that are 
material to their investors. 

For example: One company in the retail 
sector listed some of its key shareholder 
priorities and engagement based on these 
key issues:

• How the cost-of-living crisis has changed 
consumer spending habits, including 
propensity to eat at home versus in 
restaurants, and reducing the impact of 
inflation through reducing the number of 
grocery items purchased. 

• The grocery market’s response to macro-
economic inflationary pressures on raw 
material prices and operating costs.

• Progress towards our cost savings targets 
and whether opportunities are unique to 
the business.

https://www.croda.com/mediaassets/files/corporate/reporting-2022/croda-annual-report-2022.pdf?la=en-GB&hash=55F5A32E1DBB15A2CE56771B4DD631E8#page=85
https://www.about.sainsburys.co.uk/~/media/Files/S/Sainsburys/documents/reports-and-presentations/2023/annual-report-2023/annual-report-and-financial-statements-2023.pdf#page=34
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Committee Chairs Engagement

Last Year 
(2022)

This Year 
(2023)

Chair 52 52

Remuneration  
Committee Chair 43 63

Senior  
Independent Director 11 13

Nomination  
Committee Chair 2 4

Audit Committee Chair 0 5

Overall, there has been a slight increase in 
the level of engagement with shareholders 
by committee chairs this year. In particular, 
reporting on engagement with renumeration 
committee chairs has increased significantly 
in comparison to last year. However, 
reporting on the nature of engagement is 
still limited. Most examples noted that the 
committee chair met shareholders to discuss 
a particular issue, but only a minority offered 
additional detail, for example whether this 
had an impact on the remuneration policy. 

We were pleased to see a small rise in the 
number of audit committee chairs engaging 
with their shareholders. The Restoring 
Trust in Audit and Corporate Governance 
Government Response provided evidence that 
70% of investors wanted greater participation 
from the Audit Committee Chair. It is not clear 

It is difficult to discern from the annual 
reports whether the lack of reported 
engagement from committee chairs is 
because chairs have not sought engagement 
or if the investors themselves have not 
responded to offers of engagement. 

We have also seen a growing trend in the use of 
perception studies, which involve third parties 
engaging with investors on behalf of a company. 
The studies gather views on issues concerning 
their investments, as well as general opinions 
of the board. For example, one company 
noted the use of a perception study to provide 
its board with the opportunity to assess its 
investor base and behaviour in more detail.

Eight companies reported on using third parties 
to conduct perception studies to engage 
with shareholders on several topics on their 
behalf. This is encouraging as it shows an 
attempt from companies to engage with their 
shareholder base to ensure that their views are 
also considered. However, this does not absolve 
board members of their responsibility to 
engage with larger shareholders as emphasised 
by Principle D, if matters cannot be resolved. 

We are aware that many investors first point 
of contact is below board level and that often 
issues do not require elevation to the board, 
however, it is important that investors have a 
route to the board if necessary and committee 
chairs should routinely offer this option.

whether engagement with audit committee 
chairs has not been sought by investors or 
if companies have not reported on this. Of 
the five companies two provided information 
about what the engagement involved. 

“The audit tender process was led by 
the Audit Committee Chair, supported 
by a steering committee made up of 
Audit Committee members and senior 
management. As well as consulting the 
FRC… we asked our main institutional 
shareholders for input and held discussions 
with companies that had gone through an 
audit tender themselves.” 
 
Source: London Stock Exchange Annual 
Report, 2022, p.109

“The Audit Committee Chair issued a letter 
to the Company’s largest shareholders 
representing circa 85% of the register 
outlining the Group’s intentions in relation to 
the external audit tender. Feedback received 
from shareholders was considered and 
incorporated into the process as appropriate.” 
 
Source TP ICAP Group Annual Report, 
2022, p.95

Example

Example

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1079594/restoring-trust-in-audit-and-corporate-governance-govt-response.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1079594/restoring-trust-in-audit-and-corporate-governance-govt-response.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1079594/restoring-trust-in-audit-and-corporate-governance-govt-response.pdf
https://www.lseg.com/content/dam/lseg/en_us/documents/investor-relations/annual-reports/213800qauuup6i445n30-2022-12-31-t01_preview.xhtml
https://tpicap.com/tpicap/sites/g/files/escbpb106/files/2023-03/TP%20ICAP%20Annual%20Report%202022_0.pdf#page=99
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Stakeholder and  
Workforce Engagement 

Stakeholder Engagement  

Reporting on stakeholder engagement 
was generally of high quality this year 
and we continue to see year-on-year 
improvements in this area. We were pleased 
to see that the majority of companies in our 
sample promoted an active dialogue with 
stakeholders. This contributes to effective 
two-way engagement. However, reporting 
in this area is often formulaic and missing 
specific examples that help companies to 
demonstrate how they have considered the 
interests of stakeholders as set out in section 
172 of the Companies Act 2006.   
 
We are pleased to see that some companies 
have provided high-quality explanations of 
how their stakeholder engagement processes 
have influenced board decision making 
and how this has impacted stakeholders. In 
line with the feedback cycle, which we have 
included in previous annual reviews, effective 
reporting on engagement includes: 

target was, whether they met their target and 
if they didn’t, what measures they would take 
to ensure that their target is met in the future. 
It was good to see that 9% of companies 
used their NPS score as a KPI for the board.  

Performance reviews and meetings continue 
to be the most commonly used methods 
of engaging with suppliers. One company 
developed a stakeholder engagement 
forum that brought together all of their 
stakeholders to share their views in order 
to make improvements across the group 
of companies. The aim of the forum was to 
understand priorities, project pipelines and to 
develop trust and confidence in the Group.  
 
A handful of companies highlighted how 
their stakeholder engagement initiatives link 
to their strategy. Some companies identified 
strategic pillars that were linked to each 
stakeholder group.  

“Engagement with key customers 
during the year influenced the Board’s 
discussions and decisions regarding the 
annual budgeting and long-term strategic 
planning processes for the Group.”
 
Source: AG Barr Annual Report, 2022, 
p.78

Example

Inputs – Who is responsible for engaging 
and why are they engaging? 

Outputs – What issues were raised during 
the engagement? 

Actions – What actions have the board 
taken as a result? 

Impacts – What impact have these actions 
had on stakeholders and the company? 

The majority of companies had a 
comprehensive explanation of their inputs 
and explained their engagement methods 
well. The most common engagement 
methods used with customers were:  
 
• Customer satisfaction surveys.  

• Partnering with customers on product 
development. 

• Board members reviewing customer 
complaints.  

• Customer research. 

• Trade shows.  

We continue to see the use of net promoter 
scores (NPS) as a way of measuring customer 
satisfaction. Companies that reported well on 
the use of an NPS score disclosed what their 

https://www.legislation.gov.uk/ukpga/2006/46/section/172
https://www.legislation.gov.uk/ukpga/2006/46/section/172
https://www.agbarr.co.uk/media/2jymnnvf/annual-report-and-accounts-2023.pdf#page=80
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This year we were pleased to see that nearly 
70% of companies highlighted examples of 
issues that each stakeholder group had raised 
during the year.  
 
Common themes and insights that were 
raised by suppliers included:  
 
• Health and safety.  

• Product development.  

• ESG targets.  

ESG matters were of high importance to 
many stakeholder groups in our sample. 
Feedback from customers highlighted that 
recyclability of products, decarbonisation and 
climate change were among the issues most 
important to them. Cost-of-living pressures 
and the impacts of COVID-19 were also high 
on the agenda.  
 
Some companies listed ‘what matters’ to each 
stakeholder group without explaining whether 
these were issues raised by stakeholders, 
or issues that the company perceived to be 
important to stakeholders. Being more specific 
and including an explanation as to why these 
issues are important to stakeholders would 
add more value to the report. 
 

We have previously commented on the lack 
of meaningful explanations of outcomes from 
stakeholder engagement. This year, we are 
starting to notice a slight improvement in the 
quality of outcome-based reporting. We have 
seen some examples of companies directly 
addressing issues that stakeholders have 
raised, as shown in the extracts below:   

Although we have seen some improvement 
in outcome-based reporting, the majority of 
disclosures in this area appear to be general 
or boilerplate statements that aren’t linked to 
stakeholder views and offer limited value to 
the reader.  
 
We have seen case studies being used as 
an effective way of demonstrating how 
companies have considered interests of their 
stakeholders. Case studies can be used as a 
deep dive into a specific board decision or to 
look more specifically into an event or action 
that has affected stakeholders.  

 
To complete the feedback cycle, a few 
companies explained the impact these actions 
had on the relevant stakeholder group. 

“One area highlighted by customers for 
improvement was on how ‘pain points’ were 
addressed. An example of this was a short 
period where digital bank account balances 
were not showing correctly due to an issue 
with the technical architecture. The Bank’s 
response to this issue, and other pain point 
matters, is outlined opposite. Following 
feedback from customers on pain points 
at various points in the service process, the 
Company has developed a customer pain 
management system to address pain points 
early on, to allow these to be addressed 
more rapidly and efficiently.”
 
Source: TBC Bank Annual Report, 2022 
p.146

Example

Source: Rolls -Royce Annual Report, 2022 
at 53

Example

R O L L S - R O Y C E  H O L D I N G S  P L C  –  A N N U A L  R E P O R T  2 0 2 2 5 3

The Group’s global supply chain is a vital contribution to its 
performance, with significant investment in resources to ensure 
the complex global supply chain is resilient and efficient.

Board engagement
The interests of both our suppliers and partners are  
regularly considered as part of the Board’s discussions on 
manufacturing strategy and when reviewing specific projects. 

The Board supports our Executive Team who work  
collaboratively with our suppliers and partners to continue 
to improve operational performance through various means. 
The Board continued to receive updates from the businesses 
on supplier performance and supply chain disruption. The 
Board received an update on the first in-person global  
supplier conference since the pandemic. 

S U P P L I E R S  A N D  PA R T N E R S

S E C T I O N  1 7 2  A N D  S T A K E H O L D E R  E N G A G E M E N T

Strong risk management system 
 — Due to rising tensions prior to the conflict starting in 
2022, Power Systems’ risk management indicated a high 
risk from Ukraine suppliers and built up second sources 
for Ukraine-based suppliers

 — After qualification of the parts, procurement could  
guarantee the supply of parts through several  
independent sources, enabling Power Systems to run the 
assembly without any interruption during the conflict

Supplier events 
 — Power Systems hosted two supplier expos during 2022, 
built around critical importance across the supply chain, 
possible gas and power shortages, the drive for zero 
defects and CO2 reduction. Special focus was given to 
military rising demands and to securing the supply chain

 — At the beginning of 2022, Power Systems held an event 
to recognise their best suppliers

Collaboration 
 — To protect the supply chain from unforeseen difficulties, 
Power Systems require the supply chain to reduce gas 
dependencies and therefore require regular progress 
reports to get an overview of existing risk 

 — A total of 146 European suppliers were contacted  
regarding potential energy and gas shortages. These 
included the top 60 suppliers as well as the energy-
intensive suppliers. To minimise the risk, further evalu-
ations were made regarding dual sourcing

 — Regular management meetings were held with key  
suppliers to secure the supply chain, strategic  
partnerships and capacity to cover order increase in 
Power Systems during 2023

Board engagement 
 — During March, the Board discussed the direct and  
indirect impact on the supply chain taking into account 
the situation in Russia and cost inflation pressure on 
margins

 — During May, the Board discussed scenario planning 
around targeted sanctions and the proposed impact on 
non-sanctioned Power Systems customers 

 — In September, the Board received an update on the 
strong order position with customers making advance 
deposit payments to secure orders 

Improvement project 
 — The purpose was to stabilise the supply chain processes. 
It was a cross-Group effort, including logistics, quality 
and procurement to make the business more resilient 
and to focus all suppliers on supply chain resilience

 — State-of-the-art software solutions were implemented to 
allow Power Systems to detect supply chain risks at an 
early stage. Solutions included real time information for 
buyers and management, together with an established 
risk monitoring process

Case study

Impact of the Russia-Ukraine conflict on procurement 
Most components which go into an engine are bought from our suppliers. Power Systems has established a worldwide supply chain 
with 130 main suppliers (direct material) with a spend of approximately €1.4bn during 2022 (equalling 80% of the total direct  
material spend). This spend is managed by an international team of procurement and supply chain experts, located globally. 
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https://www.tbcbankgroup.com/media/2759/tbc-annual-report-2022.pdf#page=75
https://www.rolls-royce.com/~/media/Files/R/Rolls-Royce/documents/annual-report/2023/2022-annual-report.pdf#page=55
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We encourage companies to report on their 
progress in addressing issues raised by 
stakeholders. In some instances, it is likely 
that the desired outcome will not be achieved 
immediately, in these cases, companies could 
disclose their intentions and outline how their 
outcomes will be achieved.  
  

Reporting on intermediary outcomes or 
milestones is a good way of demonstrating 
to the reader that the company is working 
towards a particular outcome.  

Key Message: Outcomes

Reporting meaningfully on these community 
considerations demonstrates that companies 
are aware of any potential negative impacts 
and are actively working to mitigate the 
negative effect on the communities.  

Key Message: Communities

Communities  

Some companies gave examples of 
charitable initiatives which contribute to the 
communities in which they operate. Many 
companies reported that these build trust in 
their relationships with these communities.  
 
Some companies reported well on how 
they have considered the impact of their 
operations on the environment, but 
unfortunately too few extended this to the 
impact on the communities in which they 
operate. Companies that addressed this 
provided declaratory statements.
  

Prompt Payment

When we first assessed reporting in this area 
in 2020, we considered reporting on prompt 
payment in the context of how companies 
engage with their suppliers.

The Code does not ask companies to report 
on the payment terms of their suppliers, 
but companies should engage with their 
stakeholders and suppliers are included within 
this group. Payment practices can be an 
indicator of the relationship a company has 
with its suppliers. This year we looked for any 
reference to payment policies to suppliers in 
our sample and whether or not companies are 
signatories to the Prompt Payment Code (PPC).

One third of the companies in our sample 
reference payment terms. This is similar 
to our 2021 assessment as 40 companies 
previously referenced payment terms for 
their suppliers. Twelve companies noted that 
they are signatories to the PPC, with two 

Prompt Payment

16% 14%

70%

Described either their standard payment 
term timelines or early payment facilities 
for suppliers

Do not describe their payment policies 
in their annual reports

Clearly described their payment policies

companies noting that they align themselves 
with the prompt payment government 
guidelines. Sixteen companies explicitly noted 
that they have a prompt payment policy 
and four companies detailed how prompt 
payment had been prioritised at board level.

For example, Vanquis Banking Group plc 
noted it was a signatory of the PPC and 
that its board oversees the promptness of 
payments to suppliers.

https://www.smallbusinesscommissioner.gov.uk/ppc/about-us/
https://www.vanquisbankinggroup.com/application/files/2616/8129/0146/Vanquis_Banking_Group_plc_Annual_Report_and_Financial_Statements_2022.pdf#page=22
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Workforce Engagement  

In line with reporting on stakeholder 
engagement, reporting on engagement with 
the workforce is generally of high quality and 
offers meaningful information. A significant 
majority of companies explained how the 
views of the workforce were escalated to the 
board for consideration and we continue to 
see forward-looking methods of workforce 
engagement which operate with the objective 
of achieving outcomes for the workforce. 
This year we were also pleased to see that 
a number of companies listed workforce 
engagement as a KPI.  
 
Mechanisms  
A designated NED responsible for workforce 
engagement continues to be the most 
frequently used engagement mechanism, 
with 58% of companies this year choosing to 
adopt this method.  
 
The use of Q&As with a designated NED 
can be an effective way of explaining to the 
reader how the views of the workforce are 
escalated to the board and to highlight the 
key issues that were raised by employees. This 
gives the designated NED the opportunity to 
set out their highlights from the year and to 
demonstrate the value that their role brings 
to the company.  
 

This year we have seen some good 
explanations of why a particular NED is 
suitable for the role as the designated NED 
for workforce engagement. Companies have 
considered the following:   

• Their background. 

• Previous roles.  

• Their level of exposure to a range of 
stakeholders.  

• Their skills and perspectives.   

Many companies continue to use formal 
workforce advisory panels as an effective way of 
engaging with the workforce. One company had 
a dedicated board-level Workforce Engagement 
Committee that meet with employees face-
to-face to hear their views and escalate issues 
to the board. The Committee aimed to assist 
the board in fulfilling its oversight of workforce 
engagement and works with management 
to fulfil the four priorities of its Global People 
Strategy. While this approach may not be 
suitable for all companies, it demonstrates how 
engagement mechanisms can be tailored to 
meet each companies’ strategic goals.  
 
Unfortunately, some companies that used 
a variation of a workforce advisory panel to 
engage with their employees had a weak 
explanation of how views of the workforce 

are considered by the board. Companies that 
had workforce advisory panels with a clear 
conduit between them and the board appear 
to work more effectively.  
 
As with previous years there is no increase 
in companies appointing a workforce 
director. The handful of companies that 
reported on this approach last year 
demonstrated that this approach is an 
effective way of engaging and discussing 
employee issues at the board.   

Of the companies that proceeded with one 
of the specified engagement mechanisms 
in Provision 5 of the Code, less than 15% of 
them explained how their chosen engagement 
mechanism is kept under review to ensure that 
it is continually effective. It is important that 
companies use engagement mechanisms that 
are tailored to their organisation and add value 
to their own workforce in working towards 
executing their strategy. 

Very few companies explained why they 
consider their engagement mechanisms 
to be effective. Provision 5 of the Code 
states that companies should keep their 
mechanisms under review so that they 
remain effective.

Key Message:  
Engagement Mechanisms 
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Some boards monitored the effectiveness 
of their engagement mechanisms with the 
assistance of their nomination committees.  

To enhance reporting, the company could 
explain how the nomination committee 
monitors progress of the programme and 
give examples of outputs. Companies that 
reported well in this area explained why their 
chosen engagement mechanism was suitable 

“Having a Designated Non-Executive 
Colleague Champion directly engaging 
with colleagues promotes a culture of 
openness, inclusivity and transparency; 
that’s the feedback we have received  
from colleagues.” 

Source: Vanquis Banking Group Plc 
Annual Report, 2022, p.86 

‘The (Nomination) Committee continues 
to monitor progress of the Workforce 
Engagement Programme including output 
actions and will have oversight of the 
implementation process of the Group’s 
redefined Triple A values driven by the 
employee culture and values survey 
feedback.’ 

Example

Example

‘The Board reviewed its mechanism for 
workforce engagement and established 
the Committee in June 2021. The Code 
requires boards to keep engagement 
mechanisms under review so that they 
continue to remain effective. The views 
and concerns of our workforce are 
important to be taken into Workforce 
Engagement Committee Report continued 
consideration during Board deliberations. 
The Board considered the workforce 
engagement mechanisms in place and 
believed that a Board-level Committee 
with responsibility for workforce 
engagement is appropriate given the 
size and scale of the Group, the differing 
cultures within each division, and the sub-
cultures that exist within our brands. Travel 
restrictions imposed during COVID-19 
meant the Board were unable to meet with 
colleagues during 2021. The Board believe 
it is important to meet with the workforce 
to hear directly from them on their views 
and concerns.’ 

Source: Flutter Entertainment Annual 
Report, 2022, p.138

Example

for the size and nature of their organisation, 
as highlighted in the following example: 

We continue to see the use of alternative 
arrangements and some effective ways 
of engaging with the workforce. Many of 
the explanations of why the mechanisms 
are considered to be effective are vague. 
Explanations should clearly state that 
they have proceeded with an alternative 
arrangement and evidence that they have 
assessed the engagement mechanism to 
ensure that it is continually effective.  
 
Outcomes  
We have seen some good examples of 
actions implemented as a direct result of 
feedback from the workforce. These examples 
are most useful when there is a clear link 
between a specific issue raised by the 
workforce during their engagement and an 
action that the board has implemented with 
the intention of addressing this issue.  
 
Companies that explained their actions and 
outcomes of engaging with the workforce, 
discussed issues in relation to matters such as 
the following:  
 
• IT upgrades.  

• Improving communication.  

• Employee benefits and wellbeing.  

• Learning and development.  

https://www.vanquisbankinggroup.com/application/files/2616/8129/0146/Vanquis_Banking_Group_plc_Annual_Report_and_Financial_Statements_2022.pdf#page=88
https://www.flutter.com/media/pzuc0n0y/flutter-entertainment-plc-annual-report-accounts-2022.pdf#page=140
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Many companies reported on the impact of 
the cost-of-living crisis and the actions that 
they implemented as a result with an aim 
to support their workforces. Unfortunately, 
most of these examples were boilerplate 
statements.
  
Better reporters in this area explained that 
the workforce had specifically raised concerns 
about the impacts of the cost-of-living crisis 
and so the board had decided to address this. 
Companies that listed multiple issues and 
actions tended to report more meaningfully.  
  

The Board recognises the importance of engaging with the 
workforce and has therefore adopted two of the methods set 
out in Provision 5 of the Code; a designated Non Executive 
Director and a formal workforce advisory panel. 

The diagram opposite shows how both these methods feed 
into boardroom discussions.

Employee Champion

The Employee Champion is responsible for championing the 
‘employee voice’ in the boardroom and strengthening the link 
between the Board and employees.

The Board’s Employee Champion, currently Rob Noel, 
regularly engages with the workforce to gather their views 
through a variety of formal and informal channels (as set out 
in the diagram opposite). As part of this engagement, Rob 
identifies any areas of concern and feeds this back to the 
Board to consider.

The next page provides four matters raised by employees 
during employee engagement sessions, actions taken in 
response to those concerns and the outcome.

Uniform upgrades
When January 2022

Matter 
raised

Suitability of design and availability of our PPE  
and uniforms for site-based employees

Action 
taken

Following engagement and feedback from several 
working groups a full review of work wear and PPE 
was completed and a new supplier was sourced 
and agreed

Impact/
Outcome

A new range of uniforms, which meets the needs of 
employees, will be rolled out during 2023

Informal engagement sessions
When January 2022 

Matter 
raised

Additional lines of communication between the 
Board and employees would be beneficial to ensure 
regular two-way flows of information 

Action 
taken

The Employee Champion held three additional 
informal engagement sessions with junior to 
mid-level employees outside the NEF 

Impact/
Outcome

The additional sessions led to more immediate  
and less formal connections with good quality 
conversations

InHouse improvements
When January 2022

Matter 
raised

The Company’s intranet, InHouse, was difficult to 
navigate as the search function was not user-friendly

Action 
taken

Additional training was made available to enable 
content owners to keep the information up to date 
and the search function was changed to deliver 
results by date rather than relevance 

Impact/
Outcome

User experience has improved following the training 
and enhanced search functionality. Ongoing 
improvements are being considered to further 
improve InHouse

Expenses
When July 2022

Matter 
raised

Difficulty in accessing and using the online system  
to claim back out of pocket expenses 

Action 
taken

Additional training was made available to ensure the 
system is accessible 

Impact/
Outcome

The additional training was rolled out in September 
2022 which has improved the accessibility of the 
system. In addition, the external online system 
provider has reduced their response time to queries 
to further support employees

National Employee Forum and Local Employee Forums

The National Employee Forum (NEF) members represent all parts of 
the business. The NEF is chaired by a regional managing director and 
the Employee Champion attends each meeting.

Each regional business also has its own Local Employee Forum (LEF) 
and is comprised of members from each function and department or 
a representative for groupings of smaller departments. Each LEF is 
responsible for communicating feedback from the NEF to their regional 
business and to feed any areas of concern up to the NEF.

Informal engagement sessions

The Employee Champion meets with small groups of junior to mid-level 
employees to gather feedback directly from employees outside of the 
NEF in an informal setting and without Senior Management being present, 
to further encourage openness.

Engagement in practice

Board leadership and Company purpose continued

Engagement activities throughout the year

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Board meeting

Employee Champion update to the Board

Employee Champion engagement with 
employees

Chair and Non Executive Director site  
and regional business visits

Teams live events

Employee survey

Employee engagement

plc Board

Employee Champion

National 
Employee 
Forum

Local 
Employee 
Forum

Informal 
engagement 
session

104 105Taylor Wimpey plc Annual Report and Accounts 2022 Taylor Wimpey plc Annual Report and Accounts 2022

Directors’ report

Example

Source: Taylor Wimpey Annual Report, p.105

‘Promoting Juneteenth – the Beazley 
RACE network received feedback from 
our US workforce on the importance 
of recognising Juneteenth as an official 
holiday. As a result, the executive 
leadership team gave its support to 
granting Juneteenth as a holiday for all of 
our US workforce from 2023.’

Source: Beazley Annual Report, 2022, p.51

Example Some companies disclosed actions 
implemented following a clear stakeholder 
engagement feedback cycle. Company 
specific examples that are linked to either 
points of interest to their workforce or to 
delivering company strategy add more value 
to the report.  

https://www.annualreports.com/HostedData/AnnualReports/PDF/LSE_TW_2022.pdf#page=54
https://www.annualreports.com/HostedData/AnnualReports/PDF/LSE_TW_2022.pdf#page=54
https://www.beazley.com/sites/default/files/2023-03/beazley_annual_report_22.pdf#page=51
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Environment and  
Task Force on Climate-related 
Financial Disclosures 

Climate reporting

Although the Code does not specifically ask 
for reporting on environmental issues, it does 
consider the governance of risk, engagement 
with stakeholders and section172 reporting. 
Therefore, we have considered environment 
and Task Force on Climate-related Financial 
Disclosures (TCFD) reporting for a third 
year. TCFD reporting became mandatory 
for premium listed companies from 1 
January 2021. We were pleased to see that 
throughout the year, the companies within 
our sample had taken steps to improve their 
reporting and strengthen their governance 
of climate-related issues. We expect this 
improvement to continue.

Stakeholder

Almost a quarter of companies in our 
sample identified the environment as a key 
component of their section 172 statement. 
These were often service sector companies, 
for example: travel and leisure, industrials, 
media and software service providers. It was 
good to see some companies set out how 
they engage with stakeholders and including 
the outcomes of that engagement.

Statement of consistency with the  
TCFD framework

Listed companies are required to include 
a statement in their annual report stating 
whether they have made disclosures 
consistent with the TCFD framework on 
a ‘comply or explain’ basis. Of the 100 
companies in our sample, 57 companies 
stated that they had provided full 
disclosures fully consistent with all the 
TCFD recommendations and recommended 
disclosures. 

Last year we found that 18 companies stated 
they were partially consistent with the TCFD 
Recommendations and Recommended 
Disclosures. This year 43 companies stated 
they were partially consistent, where some 
disclosures were not provided or provided 
only in part. While the number of companies 
explicitly stating that they were partially 
compliant with the TCFD recommendations 
has increased since last year, it was 
encouraging to see explanations. The Listing 
Rules 9.8.6R require the timeframe the 
company expects to be able to make any 
recommended disclosures that were not 
provided to be included. An example of an 
explanation can be seen in the following 
example.

‘…the disclosures are consistent with the 
TCFD recommendations other than:…

• Impact of climate-related risks and 
opportunities on the business, strategy 
and financial planning: We do not 
disclose the impact of overheating and 
water stress. This is because additional 
modelling is required for the impact to 
be quantified. Additional modelling will 
be undertaken during 2023 and reported 
in our next disclosure. Other than the 
impact of the Future Homes Standard, 
we do not take account of other climate-
related risks and opportunities in our 
financial planning for the reasons 
explained below. Additional modelling 
and more confidence in the potential 
financial impacts is required before this 
can be completed.

• Risk management: Currently 
management of our climate-related risks 
are not integrated into our existing risk 
management framework. In the coming 
year such risks will be integrated into the 
framework.

Source: Vistry Group Annual Report, 
2022 p.49

Example

https://www.handbook.fca.org.uk/handbook/LR.pdf
https://www.handbook.fca.org.uk/handbook/LR/9/8.html
https://www.handbook.fca.org.uk/handbook/LR/9/8.html
https://www.vistrygroup.co.uk/sites/vistrygroup/files/2023-04/Vistry-R-A-Final-AW-2022-2023.pdf#page=52
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We would like to remind companies 
that a good statement clearly explains a 
company’s level of consistency with the 
TCFD recommendations and recommended 
disclosures, states any areas where they 
are not yet compliant, and avoids vague 
statements. Many companies provided a table 
including a key to show the areas in which 
they are compliant or partially compliant with 
the TCFD recommendations.

Example

Responsible business report continued

Environment continued

Task Force on Climate-related Financial Disclosures (TCFD)
De La Rue supports the recommendations of the TCFD, which was established by the Financial Stability Board with the aim 
of improving the reporting of climate-related risks and opportunities. De La Rue has publicly declared support for the TCFD 
recommendations and has joined the TCFD Supporters Group to work with like-minded organisations on acknowledging that 
climate change represents a financial risk. 

In meeting the requirements of Listing Rule 9.8.6.R we have concluded that we are aligned with recommended TCFD disclosures 
regarding governance, strategy, risk management and metrics and targets. We acknowledge that there is an ongoing action for 
De La Rue to improve on our alignment with the TCFD recommendations as we refine our approach on Climate Scenario Analysis 
(CSA), with a focus on delivering insight for our internal and external stakeholders. We aim to better integrate the financial 
impacts of climate-related risks and opportunities into future strategic reports. 

TCFD at a glance

Pillar
Recommended  
Disclosures Actions

Location in  
Annual Report FY22 FY23 FY24 

GOVERNANCE
Disclose the 
organisation’s 
governance around 
climate-related risks 
and opportunities.

a) Describe the Board’s 
oversight of climate-
related risks and 
opportunities.

Ensure governance 
structure is 
maintained.

page 75

b) Describe management’s 
role in assessing and 
managing climate-related 
risks and opportunities.

Executive targets 
to be aligned with 
carbon reduction 
targets.

page 119

STRATEGY
Disclose the actual and 
potential impacts of 
climate-related risks 
and opportunities on 
the organisation’s 
businesses, strategy, 
and financial planning 
where such information 
is material.

a) Describe the climate-
related risks and 
opportunities the 
organisation has identified 
over the short, medium, 
and long term.

Annual review and 
further incorporation 
into business 
strategy.

page 32

b) Describe the impact of 
climate related risks and 
opportunities on the 
organisation’s businesses, 
strategy, and financial 
planning.

Quantify the impacts 
on our financial 
planning.

pages 33 
and 34

c) Describe the resilience 
of the organisation’s 
strategy, taking into 
consideration different 
climate-related scenarios, 
including a 2°C or lower 
scenario.

Develop robust 
scenario analyses to 
test the resilience of 
the business.

page 32 –

De La Rue plc Annual Report 202330

Source: De La Rue Plc Annual Report, 2022, p.30

https://2752422.fs1.hubspotusercontent-na1.net/hubfs/2752422/AGM%20Documents/2023/DLR_AR23_interactive_230711.pdf#page=32
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Example

37SSE plc Annual Report 202336 SSE plc Annual Report 2023

Financial StatementsStrategic Report Directors’ Report

A sustainable approach continued

Accelerating 
climate action
The climate emergency requires urgent action. That is why SSE’s net zero 
ambitions place climate action front and centre of its strategy. SSE aims  
to support the transition to a decarbonised power system and align with  
a 1.5°C global warming pathway. 

Climate change represents both a risk  
and an opportunity to the energy sector. 
That is why, since 2018, SSE structures its 
climate disclosures against the Task Force 
on Climate-related Financial Disclosures 
(TCFD) recommendations. Climate 
disclosures provide a channel to elevate 
climate challenges informing decisions  
and driving change to deliver a net  
zero economy. 

Board oversight of climate issues
Responding to the challenge of climate 
change is central to SSE’s strategy and, as  
a result, the SSE Board considers climate 
change as it establishes SSE’s purpose, 
vision and strategy. 

Throughout 2022/23 climate matters were 
assessed in dedicated strategy sessions  
and during Board meetings. Board sessions 
considered both transitional and physical 
climate-related opportunities and risks and 
took this into account in the decisions it 
made (see page 131 ).

The Board is supported by a series of 
Board-level and Executive-level governance 
committees in carrying out its role to 
oversee climate-related opportunities  
and risks. This is set out in the governance 
pathways below. 

SSE has a set of 19 Group Policies applicable 
across its entire organisation, of which 
Climate Change and Sustainability are  
two. Policies are reviewed and endorsed  
by the Group Executive Committee and 
approved by the Board annually. 

Mandated climate-related 
financial disclosure in the UK
The Financial Conduct Authority  
(FCA) listing rule LR 9.8.6 R(8) requires 
organisations to report against the TCFD 
recommendations, recommended 
disclosures and the Annex and guidance 
(published 2021) in annual reports.

SSE believes that whilst it is compliant  
with the listing rule there is still opportunity 
for increasing maturity across all TCFD 
disclosure requirements. SSE continues to 

Compliance with Group policies is also 
considered as part of the annual review of 
the effectiveness of the System of Internal 
Control (see page 159 ).

The Board’s Schedule of Reserved  
Matters; the Terms of Reference of  
the Board Committees and the Group 
Executive Committee; and the role  
profiles for key Board roles present the 
division of responsibilities across SSE 
relating to climate matters (sse.com   
and pages 114 to 141 ).

Board climate expertise  
and training
Collectively, and individually, members  
of the Board possess a depth of long-
standing energy sector experience. The 
specific expertise required to lead SSE’s 
net-zero aligned strategy within the 
external operating context, including 
considering of the impact of climate 
change, is set out in the SSE’s skills  
matrix on page 115 . Amongst other 
matters, knowledge deemed material to 
the Board’s role includes clean energy 
technologies and climate science, 
alongside understanding of the policy 
framework required to support society 
transition to a net zero world. The skills 

matrix details the individual non-Executive 
Directors who support these attributes.  
The Executive Directors are deemed to 
meet all of the criteria in the skills matrix 
and lead the delivery of SSE’s strategy, 
science-based targets and a set of 2030 
Goals, which is supported by extensive 
engagement on climate-related issues  
with SSE’s stakeholders. 

Climate-related financial disclosures

Governing climate-related risks and opportunities

Structured governance pathways

TCFD Governance 
recommendations:

Governance

a) Describe the board’s 
oversight of climate-related 
risks and opportunities.  

b) Describe management’s role 
in assessing and managing 
climate-related risks and 
opportunities. 

Task Force on Climate-related  
Financial Disclosures (TCFD) 
recommendations

Governance
Disclose the organisation’s 
governance around 
climate-related risks  
and opportunities. 

More on pages 37 and 38 

Compliant  

Strategy
Disclose the actual and 
potential impacts of 
climate-related risks and 
opportunities on the 
organisation’s businesses, 
strategy, and financial 
planning where such 
information is material. 

More on pages 39 to 47 

Compliant 

Risk Management
Disclose how the 
organisation identifies, 
assesses, and manages 
climate-related risks. 

More on page 48 

Compliant 

Metrics and Targets
Disclose the metrics and 
targets used to assess  
and manage relevant 
climate-related risks and 
opportunities where such 
information is material. 

More on pages 49 to 51 

Compliant  
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Board of Directors
Sets SSE’s purpose, vision and strategy. 

Oversees SSE’s material sustainability matters including climate change.

Nomination Committee
Responsible for Board appointments to  

support SSE’s strategy.

Safety, Sustainability, Health and 
Environment Advisory Committee

Oversees SSE’s climate adaptation and  
resilience plans.

Group Executive Committee
Implements SSE’s strategy which includes  

climate change policies and practice. 

Audit Committee
Oversees SSE’s climate-related financial disclosures  

in SSE’s Annual Report.

Remuneration Committee
Responsible For Remuneration Policy that includes  

climate factors.

Group Risk Committee
Reviews the processes, controls and content  

of climate-related financial disclosures.

TCFD Steering Group
Advises on the development of comprehensive, fair, balanced and understandable  

climate-related financial disclosures.

TCFD Working Group
Responsible for the production of SSE’s climate-related opportunity and risk disclosures with  

appropriate stakeholder input.

actively seek feedback from shareholders 
and stakeholders on best practice on  
TCFD disclosures. 

SSE has considered climate change in the 
preparation of the financial statements  
as at 31 March 23 on pages 192 to 347  
and further information has been included  
in note 4.1(v) Impact of climate change  
and the transition to net zero – financial 
judgement and estimation uncertainty  
on pages 213 to 214 .

See the Corporate Governance framework on page 122 .

Source: SSE Annual Report, 2022, p.37

Governance of climate-related issues

As mentioned last year, better reporting in 
this area included clear and specific disclosure 
of the governance structures and processes 
by which the board considers climate-related 
issues. It was good to see almost all companies 
outline the board and management’s 
oversight of climate-related risks and 
opportunities. Companies that did this 
particularly well described engagement with 
other departments across the organisation 
and described how effective communication 
between board, executive and business levels 
is achieved including processes and frequency 
by which the board and/or committees are 
informed about climate-related issues. Some 
companies also included a diagram showing 
responsibilities for climate-related information 
across the organisation.

This year 46 companies had board-level 
committees such as sustainability, ESG and 
corporate social responsibility committees, 
which are responsible for assessing and 
considering environmental issues. Almost 
a quarter of these were created in the past 
year, all of which belonged to an even mix of 
FTSE 100, FTSE 250 and Small Cap companies. 
A good example we found of this was a 
Sustainable Development Committee (SDC) 
made up of three non-executive directors, the 
CEO and the Senior Independent Director. 
Other regular attendees of the SDC included:

• Chief Financial Officer (CFO).

• Chair and non-executives who are not 
members of the committee.

• Group Technical and Sustainability Director.

• Group Head of Sustainable Development. 

• Group Head of Safety & Health.

Other approaches include a management or 
executive level environment committee, or 
a climate-specific group below board and 
executive level. For example, one company 
had an ESG Sub-committee, TCFD Working 
Group and a Carbon Steering Committee. 
Only nine companies this year had none of 
these structures in place. 

https://www.sse.com/media/pf3fsfak/sse-plc-annual-report.pdf#page=20
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information on the work that will support 
future reporting, and provide clarity on which 
of the Scope 3 categories they will include.

Targets

Most companies in our sample disclosed 
targets in relation to climate-related issues. 
While most companies had set net zero or 
other climate-related targets, the metrics 
used to track progress were sometimes 
unclear and explanations of performance 
were not always provided.

Example

TOTAL ANNUAL GHG EMISSIONS 
We have provided below our GHG emissions, as required under the Companies Act 2006 (Strategic Report and Directors’ Report) Regulations 
2013, and have reported the requirements of the Streamlined Energy & Carbon Reporting (SECR) framework. In 2022, we identified and 
implemented energy efficiency measures across our business, which included manufacturing efficiency improvements, behavioural change, 
process upgrades and selecting energy efficient technology, such as LED lighting. Our total identified and implemented energy savings from 
projects implemented in 2022 are estimated to be 13,192,524kWh (2021:13,352,898kWh).

SCOPE 1&2 ANNUAL GHG EMISSIONS

UK & Offshore area annual GHG 
emissions (tCO2e)

Global annual GHG 
emissions (tCO2e)

Global GHG emissions intensity 
(tCO2e per 

£m revenue)

Location-based Emissions 2022 2021 2019 2022 2021 2019 2022 2021 2019

Scope 1 emissions: fuel combustion and 
operation of facilities (continuing operations) 2,532 2,488 3,602 66,697 62,070 67,547 27.0 30.3 33.0

Scope 2 emissions: purchased electricity, 
heat and steam (continuing operations) 3,450 3,650 4,951 106,136 110,035 121,807 42.9 53.6 59.5

Scope 1 emissions: fuel combustion and 
operation of facilities (continuing and 
discontinued operations) 2,532 2,509 3,745 66,697 62,896 81,834 27.0 30.3 30.6

Scope 2 emissions: purchased electricity, 
heat and steam (continuing and discontinued 
operations) 3,450 3,653 5,010 106,136 110,905 138,788 42.9 53.3 51.8

Total scope 1&2 (continuing and 
discontinued operations) 5,982 6,162 8,755 172,833 173,801 220,622 69.9 83.6 82.4

Total scope 1&2 (continuing operations) 5,982 6,138 8,553 172,833 172,105 189,354 69.9 83.9 92.5

Total scope 1&2 (discontinued operations) 0 24 202 0 1,696 31,268 0.0 60.4 49.5

Market-based Emissions

Scope 2: purchased electricity, heat and 
steam market-based emissions (continuing 
operations) 218 208 275 85,986 94,530 116,079 34.8 46.1 56.7

Scope 2: purchased electricity, heat and 
steam market based emissions (continuing 
and discontinued operations) 218 208 275 85,986 95,423 133,537 34.8 45.9 49.8

Total scope 1&2 (market-based); continuing 
and discontinued operations 2,750 2,717 4,020 152,683 158,319 215,371 61.8 76.2 80.4

Total scope 1&2 (market-based); continuing 
operations 2,750 2,696 3,877 152,683 156,600 183,626 61.8 76.4 89.7

Total scope 1&2 (market-based); 
discontinued operations 0 21 143 0 1,719 31,745 0.0 61.2 50.3

UK & Offshore area annual energy use (kWh) Global annual energy use (kWh)

Energy 2022 2021 2019 2022 2021 2019

Energy consumption used to calculated emissions; 
continuing and discontinued operations 31,486,927 30,704,570 39,590,603 563,507,645 541,275,901 678,666,543

Energy consumption used to calculated emissions; 
continuing operations 31,486,927 30,579,960 38,601,875 563,507,645 535,185,731 578,199,219
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ANNUAL GHG EMISSIONS FROM FOUNDRIES

Annual GHG emissions (tCO2e)

Proportion of global 
(continuing operations) 

annual emissions (%)
GHG emissions intensity

(tCO2e per tonne of metal poured)

2022 2021 2019 2022 2021 2019 2022 2021 2019

Scope 1 emissions: fuel combustion and 
operation of facilities 40,695 41,914 45,151  23.5  24.4  23.8 0.4 0.4 0.4

Location-based scope 2 emissions: 
purchased electricity and heat 78,094 80,551 85,019  45.2  46.8  44.9 0.8 0.8 0.8

Market-based scope 2 emissions: purchased 
electricity and heat 58,842 66,062 80,452  38.5  42.2  43.8 0.6 0.7 0.8

Location Total 118,789 122,465 130,170  68.7  71.2  68.7 1.2 1.2 1.2

Market Total 99,537 107,976 125,603  65.2  69.0  68.4 1.0 1.1 1.2

SCOPE 3 TOTAL ANNUAL GHG EMISSIONS
Scope 3 category – continuing operations only Evaluation status 2022 tCO2e 2021 tCO2e*

 1. Purchased goods & services Relevant, calculated 659,775 580,050

 2. Capital goods Relevant, calculated 9,149 11,686

 3. Fuel & energy related activities Relevant, calculated 41,601 43,472

 4. Upstream transportation & distribution Relevant, calculated 141,282 110,679

 5. Waste generated in operations Relevant, calculated 17,457 17,408

 6. Business travel Relevant, calculated 14,029 1,976

 7. Employee commuting Relevant, calculated 8,631 6,258

 8. Upstream leased assets Not relevant, explanation provided 0 0

 9. Downstream transportation & distribution Relevant, calculated 78 21,477

10. Processing of sold products Not relevant, explanation provided 0 0

11. Use of sold products Relevant, calculated 37,530,503 36,087,680

12. End of life treatment of sold products Relevant, calculated 1,061 915

13. Downstream leased assets Relevant, calculated 7,530 0

14. Franchises Not relevant, explanation provided 0 0

15. Investments Relevant, calculated 6,248 0

Total 38,437,344 36,881,601

Methodology and Notes
Scope 1&2
In calculating our Location GHG emissions we have followed the principles of the ‘GHG Protocol: Corporate Accounting and Reporting Standard’ (revised edition) and emissions are reported 
based on an operational control approach. We have used emission factors from the UK Government’s annual  ‘GHG Conversion Factors for Company Reporting' for each year and other region-
specific factors where available to calculate our Scope 1&2 Location footprint. In calculating our Market Based Emissions we have followed the principles of the GHG Protocol: Corporate 
Accounting and Reporting Standard’ (revised edition), the GHG Protocol Scope 2 Guidance (an amendment to the GHG Protocol Corporate Standard) and emissions are reported based on an 
operational control approach. Scope 2 emissions are reported in line with the GHG Protocol’s dual reporting guidance. The location-based method calculates emissions using the average 
emission intensity of local electricity grids which provide electricity to Weir’s facilities. The market-based method captures the impact of Weir’s contractual arrangements to procure renewable 
or low-carbon energy and energy attribute certificates. We have used emission factors from the UK Government’s annual ‘GHG Conversion Factors for company Reporting' for each year  and 
other contractual, market, residual or location based emissions factors where available to calculate our Scope 1&2 Market footprint. We report on all emission sources required under the 
Companies Act 2006 (Strategic Report and Directors’ Reports) Regulations 2013. These sources fall within our Consolidated Financial Statement. We do not have responsibility for emission 
sources that are not included in our Consolidated Financial Statements. Reported Scope 1 emissions cover emissions from liquid fuel and gas - used for heat, transportation and process and 
refrigerants. Scope 2 emissions cover emissions generated from heat, steam and purchased electricity for own use, calculated using both the location and market-based methodologies. Our 
continuing operations consist of our Divisions (Minerals and ESCO) and Group functions. Our discontinued operations comprise our Oil & Gas Division which was sold in Feb 2021. 

In line with SECR, energy consumption data has been provided for the UK & Offshore and globally, this data was used in the creation of our GHG emissions. Our Foundry GHG emissions are 
provided globally and do not contain any discontinued operations so no differentiation is required. Revenue for 2019 and 2021 are based on 2022 average exchange rates. 2022 constant 
currency revenue is disclosed in note 4 (continuing operations) and note 9 (discontinued operations) of the Group Financial Statements. 2019 constant currency revenue is £2,046m (continuing 
operations) and £631m (discontinued operations).  For our foundries, the scope 1 proportion of Global (continuing operations) annual emissions is a proportion of total Location Based GHG 
emissions. Therefore the % shown in the Market-based Total row does not equal the sum of the scope 1 and Market-based scope 2 rows.

Our scope 1&2 GHG emissions data have been externally verified to a limited level of assurance by Corporate Citizenship. The assurance work covered an understanding of processes for 
management, reporting and performance improvements as well as a review of underlying data sources, year-on-year performance trends, calculation accuracy and consistency with best 
practice guidelines, consolidation of data and the calculation methodologies used for market-based scope 2 emissions. 

*Scope 3
2021 is restated to reflect changes in methodology and data. In calculating our scope 3 emissions we have followed the principles of the GHG Protocol Corporate Value Chain (Scope 3) 
Accounting and Reporting Standard and Technical Guidance for Calculating Scope 3 Emissions (version1). Prior to calculating scope 3 emissions, categories were screened for relevance using 
the protocol criteria. Those listed as 'not relevant' above were all considered to make non-material or no contribution to Weir's scope 3 emissions. It is not always possible to distinguish 
upstream and downstream transport so categories 4 and 9 should be considered in aggregate.

The method used for our most material category Use of Sold Products has been to calculate the energy usage of machines sold in 2022 based on power consumption across their assumed 
lifetime (20 years) whilst considering utilisation, load and motor efficiency. It is anticipated that this method will enable a ±20% estimation of total Weir product electrical power consumption. 
Applicable emissions factors were then applied to this data (sources: IEA 2022, DEFRA 2022, NGAF 2022 and US EPA 2022), by country, to calculate CO2e across the assumed lifetime of the 
products. For diesel-powered products, we used fuel consumption data to estimate diesel use and applied DEFRA 2022 emissions factors to calculate CO2e. Emissions relating to on-site 
maintenance services are excluded. We intend to quantify these emissions and estimate them to be a very small (0.01% of category 11). All other categories have been calculated using 
spend, tonnage, distance and headcount methods with the most appropriate emissions factors applied. 

In line with the GHG Protocol  we continue to review our reporting in the light of any changes in business structure, calculation methodology and the accuracy or availability of data. As a result, 
we have re-stated 2021 scope 3 emissions to reflect changes in methodology and data for Use of Sold Products, non-material reallocation of emissions between scope 3 categories and 
recognition of emissions from joint ventures. Due to recognised inherent uncertainties in calculating scope 3, we have adopted a continuous improvement approach.  We will continue to 
review our processes and disclose any restatements in a timely and transparent manner.

Our Use of Sold Products emissions category is the most material part of our scope 3 footprint and we have had this externally verified to a limited level of assurance by SLR Consulting. The 
assurance work included a review of the Use of Products Sold data and supporting methodology for completeness, accuracy and appropriateness as well as a high level review of other scope 
3 category calculations to confirm that Use of Products Sold represent over 90% of total scope 3 emissions.  
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Metrics and targets

As set out in our Corporate Reporting Review 
(CRR) Thematic review of climate-related 
metrics and targets, climate-related metrics 
and targets, including ‘net zero’ plans, are seen 
as increasingly important by investors and 
other stakeholders, who expect comparable, 
clear information explaining company targets, 
the metrics to track climate risks and the plan 
for transitioning to a lower-carbon economy. 

Metrics

Many companies that reported partial 
compliance with the TCFD recommendations 
had not achieved full compliance was due to 
the data integrity and availability of Scope 3 
GHG emissions. Nonetheless, it was good to 
see over 90% of companies report at least 
some of the 15 Scope 3 emissions categories. 
Although this was around a 25% increase 
from last year, the reporting was often 
limited to only one or two categories, such as 
business travel and/or employee commuting. 
It was, however, good to see more companies 
assessing which Scope 3 categories are 
relevant or not relevant to them.

For many companies their Scope 3 emissions 
will be much more significant than their 
Scope 1 and 2 emissions. We would like to 
see disclosure of the methodology used 
to calculate data. Companies should offer 

As they continue to develop their business 
strategies to meet the challenges of climate 
change and the climate transition, companies 
need to set out their targets and progress 
against them. For example: 

Commitments – providing clarity on what 
the commitment includes and importantly 
what is not included. 
Impacts – explaining how the targets 
may impact the company’s strategy and 
business model, including information on 
transition plans, risks and opportunities, any 

Source: Weir Group Annual Report, 2022, p.55

https://media.frc.org.uk/documents/Thematic_review_of_climate-related_metrics_and_targets_2023.pdf
https://media.frc.org.uk/documents/Thematic_review_of_climate-related_metrics_and_targets_2023.pdf
https://www.global.weir/globalassets/investors/reporting-centre/2023/2022-annual-report/weir-group-plc-2022-annual-report--accounts.pdf#page=57
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assumptions made and uncertainties. 
Performance – how progress will be 
measured in the short, medium and long-
term and how data quality and accountability 
will be ensured and by whom.

Board expertise

Similar to last year we found that only around 
one quarter of companies disclosed senior 
management expertise or knowledge in 
the report. Although some companies did 
highlight board members had expertise, 
there was little to no description of what the 
expertise or knowledge was. 

While it is not a requirement to have a board 
member with climate and sustainability 
expertise, good reporting explains how the 
board and its committees get their decision 
useful information on sustainability. 

Assurance

Different forms of assurance are being sought 
by companies. This year 65% of our sample 
obtained some form of external assurance 
over at least some aspect of their TCFD data 
disclosure, which is an increase on last year. 
Of the external assurance sought, less than 
25% was from audit firms while others used 
specialist environmental consultancies. 

Climate change and risk

Similarly, to last year’s review, we looked 
at how companies are considering climate-
related risks, and found that in this year’s 
sample: 

• 60 companies identified climate change as 
a principal risk.

• 17 companies identified climate change as 
an emerging risk.

 

Principal risk Emerging risk

Year 2021 2022 2021 2022

Number of  
companies 41 60 30 17

While the data in the table shows that 
significantly more companies in 2022 had 
climate change as a principal risk compared 
to 2021, only one company in our sample 
reported elevating climate change from 
an emerging to principal risk during the 
reporting period. 

‘Having actively worked in climate research 
and pioneering women in STEM careers, 
sustainability and corporate ethics are key 
areas of interest. As Chair of the Safety, 
Ethics & Sustainability Committee, … 
draws on her experience as a member of 
two other listed companies’ sustainability 
committees which is invaluable to the 
Group as it develops its sustainability 
strategy.’

Source: Rolls-Royce Annual Report, 
2022, p.63

Example

https://www.rolls-royce.com/~/media/Files/R/Rolls-Royce/documents/annual-report/2023/2022-annual-report.pdf#page=65
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Diversity 

Diversity policy 

Provision 23 of the Corporate Governance 
Code states that companies should disclose 
‘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 the gender 
balance of those in the senior management 
and their direct reports’.

It is positive to see that the number of 
diversity policies included in annual reports 
has risen, with 99 companies disclosing that 
they have a company-wide diversity policy. 

The approach to diversity and inclusion 
policies differed between companies in our 
sample. Below are examples of different 
ways in which companies reported on their 
respective diversity and inclusion policies:

• Providing specific targets and objectives.

• A link to the diversity policy on their 
company website.

• Providing information on gender and 
ethnicity pay gaps. 

• Providing a link to workforce or senior 
leadership initiatives. 

• Generic statements on the importance of 
diversity and inclusion.

In line with Provision 23, better reporting 
included progress made on achieving 
objectives and targets, and improvements 
year on year. For example one company 
reported the increase in women in 
management roles and senior leadership 
roles from 2021 to 2022. 

Link to company strategy

Despite improvements in this disclosure, we 
continue to find weaknesses in reporting 
against this provision, particularly regarding 
the link between diversity and inclusion policy 
and company strategy. The overall links to 
company strategy are hard to find, however, 
we did see references to diversity strategies.

For example, one company noted that it 
will continue to deliver on its inclusion 
and diversity strategy by appointing a new 
executive committee sponsor for inclusion and 
diversity strategy. This new Chief Culture and 
People Officer elevates the strategic focus (of 
their company) on having a diverse culture.

Gender and ethnicity targets

As a part of our analysis, we examined how 
diversity targets were reported in annual 
reports. Most companies were aligned with 
the FTSE Women Leaders Review and Parker 
Review targets, and progress has been made 
in accordance with both. 

The Hampton Alexander Review set a target 
of 33% of board positions held by women 
for FTSE 350 companies, not including Small 
Caps. From our sample of 100, 83 FTSE 350 
companies met this target. 

The FTSE Women Leaders Review (which 
updated the Hampton Alexander Review) has 
set updated targets which are 40% women 
representation on the board by end of 2025, 
and it is encouraging to see companies 
already achieving this target. 40 FTSE 350 
companies within our sample of 84 FTSE 
350 companies have already met this 40% 
target. It is also encouraging to see that 35 
noted that they aim to meet these by 2025. 
However, few provided information on how 
they proposed to achieve this or had any 
milestones for doing so.

The 2024 Parker Review encourages FTSE 
250 companies to have at least one ethnic 

2 and 3. Division of Responsibilities/Composition, Succession and Evaluation

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/613085/ftse-women-leaders-hampton-alexander-review.pdf
https://ftsewomenleaders.com/wp-content/uploads/2023/03/ftse-women-leaders-review-report-2022-v2.pdf
https://parkerreview.co.uk/wp-content/uploads/2023/03/The-Parker-Review-March-2023.pdf
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minority director on the board. It has been 
encouraging to see that out of the 45 FTSE 
250 companies in our sample, 33 have met 
the Parker Review 2024 targets. 

In 2023, the Parker Review set new targets 
for FTSE 350 Companies to reach by 2027. 
Companies will need to set their own target 
for the percentage of senior management 
who self-identify as being an ethnic minority. 
It will be interesting to see how companies 
report on their progress against these targets 
in future reports.

In 2022, the Financial Conduct Authority 
published their diversity proposals. The 
targets operate on a comply or explain 
basis and aim to improve the representation 
of women and ethnic minorities at board 
and executive level. One of the measures 
encourages certain listed companies to have 
at least one of the senior board positions 
(Chair, CEO, Senior Independent Director 
(SID) or CFO) to be a woman. The following 
table sets out our findings for our sample of 
100 companies.

Women in senior leadership roles

Senior  
Independent 
Director (SID) Chair CEO CFO

31 13 8 21

Sector specific diversity trends

Although reporting on gender and ethnicity 
diversity statistics is increasingly prominent, 
only a small number of companies reported 
on diversity targets other than gender 
and ethnicity targets by considering social 
mobility, disability and LGBTQ+ people in 
senior management. 

Our analysis found that telecommunication 
and entertainment companies have the 
most expansive list of diversity targets and 
objectives for senior management and boards.

We also investigated if companies were 
reporting beyond gender and ethnicity 
targets. One telecommunication organisation 
provided a metric disclosing disability in senior 
leadership. We also found one company 
that had a specific neurodiversity plan 
aimed at improving neurodiversity at senior 
management level. It is positive to see some 
companies move beyond gender and ethnicity 
and address diversity from different angles.

Initiatives

The best reporting on initiatives described 
improving diversity at board and senior 
management. 

For example, Flutter Entertainment noted 
that it has an initiative targeted at women in 
senior management:

ITV noted its initiative to improve disability 
and neurodiversity in senior management:

We have an initiative titled the Rising 
Leaders and the first cohort of 15 women 
were selected to participate in the six-
month programme. The aim of the 
programme is to increase the pipeline 
of female leaders and to enhance talent 
development and retention… 

Source: Flutter Entertainment Annual 
Report, 2022, p.65

Example

ITV completed the second year of ITV’s 
Step Up 60 initiatives, creating a further 
61 opportunities (123 over two years) for 
People of Colour and/Deaf, disabled and 
neurodiverse people to step up to more 
senior roles in production. Additionally, 30 
Deaf, disabled and neurodiverse people 
received virtual training across departments 
working on Ralph and Katie, which is 
co-produced by ITV Studios.

Source: ITV Annual Report, 2022, p.54

Example

https://www.fca.org.uk/publications/policy-statements/ps22-3-diversity-inclusion-company-boards-executive-managment
https://www.flutter.com/media/pzuc0n0y/flutter-entertainment-plc-annual-report-accounts-2022.pdf#page=67
https://www.itvplc.com/~/media/Files/I/ITV-PLC/documents/reports-and-results/annual-result-2022-v2.pdf#page=54
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Most companies also reported on several 
other initiatives and targets they have in 
place to improve their talent pipeline in the 
workforce as whole.

For example, some financial organisations 
disclosed their involvement in initiatives 
such as Women in Finance to improve their 
diversity at workforce level.

Many companies do not specifically refer to 
initiatives of their subsidiaries. Therefore, it 
was positive to see that one parent company 
set out targets for one of the subsidiaries. 

The following example is from RELX Group, 
the parent company of Elsevier: 

Some companies only refer to their 
employee networks, with one company 
specifically referring to its LGBTQ+ network 
and Black History Month event. However, 
this included no explanations into how these 
resource groups have helped to promote 
diversity. We encourage companies to 
provide a sufficient explanation of how these 
employee networks have contributed to 
improving their diversity targets. 

Overall, companies have improved in 
disclosing certain aspects of diversity 
reporting within their annual reports. It 
has been positive to see the objectives, 
targets and progress companies have 
made to develop diverse boards and 
senior management. More can be done 
by companies to ensure that there is a link 
between company and diversity strategy. We 
continue to ask companies to define their 
business strategy clearly and link this to their 
diversity objectives.

In 2022, Elsevier launched its Enabled 
Mentoring Programme with the aim of 
matching seven pairs of employees who 
have a disability, including those who are 
new to the organisation or those who have 
been recently diagnosed with a disability 
and foster confidence at work.

Source: RELX Group Annual Report, 
2022, p.50

Example

https://www.relx.com/~/media/Files/R/RELX-Group/documents/reports/annual-reports/relx-2022-annual-report.pdf#page=50
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Board Evaluation 

This year only three companies within our 
sample had neither an internal nor external 
evaluation, two companies deferred their 
external evaluation to the following year due to 
changes to the board and one company gave 
no explanation for this. Of the 97 companies 
that did conduct an evaluation, almost a third 
(30) of these were externally evaluated.

Reporting approaches

In our 2021 review, we reminded companies 
that the Guidance on Board Effectiveness 
states that questionnaire-based external 
evaluations are unlikely to give a high-quality 
assessment of board effectiveness. Since then, 
there has been some improvement in the 
reporting of companies’ evaluation processes. 

This year our analysis showed that of the 
30 companies that conducted an external 
board evaluation, more than two-thirds used 
questionnaires and/or one-to-one interviews. 
Similarly, of the companies that had an 
internal board evaluation, almost two-thirds 
used questionnaires and/or one-to-one 
interviews. Most companies highlighted 
that a report was prepared as a result of 
the external evaluation and, in the majority 
of cases, was discussed with the chair and 
discussed by the board and each of the 
committees. In some instances, the SID met 

the directors and the company secretary to 
review the chair’s performance.

While it was good to see an improvement 
in reporting approaches, many companies 
continued to use only questionnaires 
to conduct their evaluation and some 
companies gave no detail on how the 
evaluation took place. 

GOVERNANCE REPORT

116 Airtel Africa plc Annual Report and Accounts 2023

Board evaluation

Board performance
During the year the Board undertook an internal evaluation (the 
previous three annual exercises have been externally facilitated).  
This was conducted by the Group company secretary circulating 
questionnaires for feedback on a range of areas to the Board, the 
directors, and each committee. The questionnaire sought input  
on Board composition, stakeholder oversight, Board dynamics, 
management and focus of meetings, Board support, Board 
Committees and progress against the previous year’s actions.  
The evaluation also probed the Board’s oversight of wider strategy,  
risk management and internal controls, succession planning, and 
people oversight and priorities for change.

A report was prepared on the completed questionnaires. The 
Secretary then reported on this feedback to the chair and senior 
independent director The results were discussed in detail by the Board 
and each committee The chair had follow up discussions with directors 
on the findings of the evaluation. Separately, the senior independent 
director held a meeting of the non-executive directors without the 
chair to consider his performance and the running of the Board. This 
evaluation confirmed that the Board, its committees and individual 
members all continue to operate effectively and that each performed 
strongly during the year. 

From the anonymised survey responses and interview feedback  
we identified focus areas and recommendations for the Board and  
its committees. 

2022/23 evaluation results 
The chair and company secretary presented the reports to the Board in May 2023 for discussion and review. 

Recognising its strengths and areas to develop, the Board and its principal committees agreed actions for the coming year.

2022/23 
evaluation Outcome 

Key themes and areas 
for focus Action 

Board Strategic 
oversight

KPIs To include a dashboard of key financial metrics in Board papers for each meeting – 
also covering markets in which we operate.

Digital and data 
developments

The Board will strengthen the IT function, cybersecurity and disaster recovery plans.

Risk Strengthening of financial internal controls.
Stakeholder 
oversight

Partners, customers 
and suppliers

Our directors will engage with stakeholders in more ways during the year. Our Board 
seeks more direct engagement with our key partners, customers and suppliers. 
The management team and company secretary have been tasked with identifying 
meaningful opportunities to engage and manage relationships with our suppliers.

Workforce 
engagement

The Board will identify and create more opportunities to engage directly with our 
wider workforce across geographies and for monitoring employee sentiment  
and culture.

Governance 
and 
compliance 

Board composition We’ll review the size and composition of the Board, with a view to including more 
telecom/fintech experience and African resident members with specific finance skills.

Board agenda The evaluation identified topics to be added to the rolling forward agenda, the need 
for sharper focus on areas where management require Board input and suggestions 
for various improvements to the content and presentation of papers. 

More focus on talent, succession and career planning.
Sustainability 
strategy

Ensuring that our 
sustainability 
agenda is central  
to the Board’s 
discussions and 
decisions, and the 
company’s business 
practices and 
processes

The Board has requested one meeting a year be allotted specifically to discussion  
of the sustainability strategy – which will be followed up with regular updates at  
each meeting.

Conclusions
The 2022/23 evaluation has shown that the Board has the appropriate 
balance of skills, experience, independence and knowledge to perform 
Board and committee responsibilities effectively. Respondents 
unanimously agreed that the Board had performed well over the  
year and was operating effectively. 

The chair confirmed that individual directors continued to perform 
effectively and show commitment to the role. The Board concluded 
that all directors continue to give sufficient time to their Board duties 
and are making valuable contributions. In light of this, the Board proposed 
the re-elections set out in the 2023 Notice of Annual General Meeting. 

The chair, assisted by the company secretary, drew up a list of action 
points based on the evaluation and allocated responsibility for 
completing the actions. The Board and each committee will review 
progress against these at each meeting.

Re-election of directors
In line with the Code, all directors will be putting themselves forward  
for re-election at our AGM on 4 July 2023. Following the formal 
performance evaluation described here and taking into account  
each director’s skills and experience (set out on page 116), the Board 
believes that the re-election of all directors is in the best interests of 
Airtel Africa.

Example

Source: Airtel Africa Annual Report, 2022, p.116

https://media.frc.org.uk/documents/Guidance_on_Board_Effectiveness_MmfcOrz.pdf
https://airtel.africa/assets/pdf/annual-report/Airtel_Africa_Annual_Report_FY_2022_2023.pdf#page=118
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Some companies did set out the outcomes 
from the review and the agreed actions for 
the coming year.

This year, 65 companies referred to a previous 
evaluation, with many companies setting 
out the actions and outcomes against the 
prior year’s recommendations in a table. An 
example can be seen in the following:

As with the findings from our 2021 Review of 
Corporate Governance Reporting, reporting 
on actions and outcomes arising out of the 
board evaluation was mixed. Many companies 
continued to use boilerplate statements such 
as ‘the board and each of its committees 
are operating effectively.’ Some companies 
did, however, accompany these statements 
with areas of board strengths, which 
provided some additional insight. It was also 
encouraging to see many companies include 
recommendations to improve effectiveness 
and areas of focus for the following year.

Whilst the report did not identify any 
significant areas of weakness in the 
effectiveness of the Board and its Committees, 
it provided recommendations to the Board 
as opportunities to enhance its current 
operations. The Board has considered these 
recommendations and in response has 
proposed to take the following actions:

• Consider ways in which the Board’s 
review of strategy should evolve over the 
coming years as the Group approaches 
the next stage of its diversification. 

• Review the whistleblowing processes and 
channels to the Board and re-launch an 
awareness campaign of whistleblowing 
procedures to all groups of the workforce.

• Identify ways in which the Board could 
more regularly, and informally, engage 
with various groups of stakeholders, 
including shareholders and the wider 
workforce. 

• Develop a mentoring programme for 
potential future leaders in the Group and 
Board members.

Source: STV Group Plc Annual Report 
2022, p.65

Example

Themes identified end of 2021 Progress in 2022

Board composition and diversity 

Opportunity for enhancing skills on  
the Board.

The Nomination Committee considered 
Committee membership requirements 
at its April 2022 meeting and reviewed 
Non-executive Director skills and 
updated the Board’s list of desirable 
skills in October 2022.

A request for another member of the  
Audit Committee.

• Further actions around succession 
planning have been set for 2023.

• …joined our Board in May 2022 
and joined both the Audit and Risk 
Committees.

https://www.stvplc.tv/media/0h5pun4a/a0584-stv-ar-2022_forweb.pdf#page=75
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There continues to be less insight into the 
outcomes of committee evaluations. However, 
we did see one good example of the committee 
evaluations outlined in the relevant committee 
reports. The following is an example from the 
nomination committee report: 

Committee evaluation

Evaluation  
confirmed

• A robust process supports the review of Board composition and 
capabilities and has resulted in effective succession planning across 
non-executive roles.

• Work on senior leadership pipelines with Group HR strengthened and 
enabled deeper discussion surrounding talent and capability.

• A clear rhythm of work had been established to review the impact 
of inclusion and diversity strategy at all levels, creating a platform to 
drive progress.

Actions for 
2023/24

• Board composition. Focus should be maintained on the collective and 
individual skills of the Board, in the context of tenure and SSE’s long-
term growth, with support for transitions in membership.

• Executive succession and talent pipeline. Positive challenge should 
continue surrounding the depth and breadth of succession plans 
for senior leadership, alongside work on internal and external talent 
pools.

• Inclusion and diversity. The amplification of the inclusion and diversity 
agenda should be supported; assessing progress and identifying 
where targeted action is needed to deliver change.

Companies are reminded that there should 
be a formal and rigorous annual evaluation 
of the board, its committees, the Chair 
and individual directors. We recognise 
that the findings of the evaluation and 
recommendations for actions are sensitive 

and confidential and cannot be disclosed in 
the annual report. Nevertheless, companies 
should describe aspects of the board’s 
performance where they have concluded 
there is a need for improvement. 

Unfortunately, many companies in our 
sample did not mention the extent to 
which composition and overall diversity 
were considered by the review. While these 
companies often set out the composition 
of the board and their diversity policy in 
other areas of the report, we would like 
to remind companies that, in line with 
Principle L, composition and diversity should 
be considered at the annual evaluation 
of the board. Enhanced reporting could 
include focus areas for the review and 
link these to the evaluation outcomes and 
recommendations. 
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Audit

Provision 26 asks the audit committee for 
‘an explanation of how it has assessed the 
independence and effectiveness of the 
external audit process and the approach 
taken to the appointment or reappointment 
of the external auditor, information on the 
length of tenure of the current audit firm, 
when a tender was last conducted and 
advance notice of any retendering plans’.

Independence

Every company provided at least some 
information relating to independence of 
the external auditor, this is compared with 
ten companies which did not address it last 
year. As we found last year, two companies 
indicated that their audit committee’s 
assessment of independence was solely 
based on assurances provided by the 
external auditor themselves.

Better reporting included detailed discussions 
of the safeguards used to protect the external 
auditor. These included:

• Restrictions on the employment of certain 
employees of the external auditor.

4. Audit, Risk and Internal Controls
• Rotation of the lead audit partner.

• Independent professional standards  
review of the work carried out by the 
external auditor.

The Committee received an overview 
from EY of the policies and procedures 
in place to safeguard auditor objectivity 
and independence. These included annual 
confirmation by all EY professionals of 
compliance with independence policies and 
procedures, and wider processes and systems 
to monitor potential threats to auditor 
independence throughout the year. EY gave 
the annual confirmation of its independence 
to the Committee, confirming in particular 
that no partners or staff held any financial 
interests in the Beazley Group and that 
its ethics and independence policies are 
consistent with the requirements of the FRC’s 
ethical standard.

Having taken into account the following 
factors, the Committee concluded that 
EY was independent from the Group 
throughout the year and to the date of their 
audit report: 

• Non-audit services provided by EY 
complied with the Group’s non-audit 
policy and the requirements of the FRC’s 
ethical standard.

• EY had complied with the FRC’s 
requirements around rotation of the  
audit partner and senior members of  
the audit team.

• The Group has not employed members 
of the EY audit team or any EY partners 
during the year. 

• EY has confirmed compliance of its staff 
and partners with EY’s internal policies 
and processes around independence, in 
particular that no partners or staff held 
financial interests in the Group. 

Source: Beazley Annual Report, 2022, p.96

Example

There is still room for improvement in 
reporting. Many companies focused on 
their non-audit services policy. We expect 
companies to discuss this, given that there 
is a risk to an auditor’s independence where 

https://www.beazley.com/sites/default/files/2023-03/beazley_annual_report_22.pdf#page=99
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Most companies provided at least some 
information on how their audit committee 
assessed effectiveness. However, many 
companies focused on the broad process 
followed in this assessment by providing a 
list of issues considered or actions taken. 
They did not include detail on the outcomes 
of these considerations/actions, how these 
issues were factored into the committee’s 
conclusions, or what those conclusions were. 
This might include a list of general points 
without elaboration:

• The efficiency with which the audit team 
was able to understand the company and 
its systems and processes. 

• The experience and expertise of the  
audit team.

• The scope and eventual fulfilment of the 
detailed audit plan.

• The robustness and perceptiveness of 
the audit team in its handling of key 
accounting and audit judgements.

• The nature and quality of the content of 
the external auditor’s report. 

they are permitted to provide significant 
non-audit services that are not clearly audit-
related. However, the operation of the 
policy was often discussed in the abstract, 
without an explanation of why the auditor 
was permitted to provide certain non-audit 
services in the year (if any), and why the 
auditor was considered independent despite 
providing those services. Also, information 
on the non-audit services policy was often 
provided at the expense of an explanation 
of independence – including how it was 
assessed and safeguarded.

Overall, boilerplate reporting was still 
common. Companies should strive to be more 
specific when reporting on independence.

Effectiveness

Only two companies did not report on 
effectiveness of the external auditor process. 
This has reduced from nine last year and 12 in 
2021. In addition, only four companies merely 
confirmed that their external audit process 
was considered effective.

Better reporters provided a higher level 
of specificity, not only in relation to their 
processes, but also conclusions/findings. 
Last year’s review highlighted that better 
reporters discussed at least some of the 
following issues:

• Levels of professional scepticism and 
challenge displayed by the external 
auditor.

• The number of meetings the external 
auditor had with the Audit Committee.

• Feedback from committee members and 
internal stakeholders on the external 
auditor.

• The levels of technical skills and 
experience of the external auditor.

• Response or engagement with FRC  
Audit Quality Review (AQR) reports.

We found 11 companies that provided good 
discussions. Better quality reporting is set out 
in the example on the following page. 
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Tender and tenure of the external auditor

Previously, we have highlighted room for 
improvement in the reporting on the date 
that the external audit was last tendered 
and the length of tenure. This year, many 
companies only reported on one of these 

‘The Committee held private sessions with 
the external auditor three times during the 
year. The Committee schedules the private 
sessions on an alternating basis to ensure the 
Committee meets with both the internal and 
external auditor in the absence of executive 
directors or senior management. This 
facilitates the ability of the external auditor 
to raise any issues of concern. In addition 
to this, the Chair of the Committee meets 
with the external audit partner quarterly and 
additional meetings or private sessions are 
available upon request. 

The annual assessment of the external 
auditor requires the feedback of the 
Committee and Group and Divisional Heads 
of Finance. The scores and feedback are 
shared with the external auditor and an 
action plan to address remediation needs 
is developed. The main remediation need 
identified in relation to the 2021 audit 
was the need to allow sufficient time for 

testing and management response ahead 
of deadlines, though the overall conclusion 
was that Deloitte LLP remained effective. 

The FRC conducted an inspection of the 
2021 financial statements for Vanquis Bank 
Limited, the results of which were published 
in December 2022. The report concluded 
that ‘limited improvements’ were required 
and all findings were addressed by Deloitte 
during its 2022 audit. 

Throughout the year, the external auditor 
challenged management and demonstrated 
professional scepticism. One notable 
example related to the IT controls in the 
vehicle finance business during the interim 
period before the systems upgrade; Deloitte 
debated with management regarding the 
appropriateness of interim risk acceptances’. 

Vanquis Banking Group Plc Annual 
Report, 2022, p.106

Example

issues, and five failed to report on either.  
We found that 33 companies did not provide 
any information to indicate the date of the 
last tender. Additionally, 22 companies did 
not explicitly state when the last tender was 
carried out, but provided other information, 
on the basis of which this might be implied 

(usually, the planned date for the next 
tender). Eight companies failed to disclose 
the length of tenure. Overall, 20 companies 
provided comprehensive reporting on both 
tenure and tender, that is reporting that 
covers each of the following:

• When the external audit contract was last 
tendered.

• When the current auditor was appointed.

• When the external audit contract will likely 
next be tendered.

Reporting on tender processes 

Where a company stated that it had 
conducted a tender process during the 
financial year, we reviewed the reporting on 
that process. We were pleased to see that 
reporting was generally of a good standard, 
with most companies attempting to provide 
readers with detail on the process followed. 
There were a number of examples of very 
good reporting, such as this example from 
Informa Plc. Not only is the timetable for the 
process and the appointment of the auditor 
set out, it also details of the number of 
challenger firms approached.

https://www.vanquisbankinggroup.com/application/files/2616/8129/0146/Vanquis_Banking_Group_plc_Annual_Report_and_Financial_Statements_2022.pdf#page=108
https://www.informa.com/globalassets/documents/investor-relations/2023/informa-annual-report-2022.pdf
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Reporting on Risk ProcessesRisk management and  
internal controls 

Risk Management 

Similar to previous years, we were pleased 
to find that many companies provide good 
quality reporting on their procedures to 
manage risk, with an increased number of 
companies providing good and specific 
disclosures. 

Reporting on procedures to manage risk 
should demonstrate how the company 
identifies, assesses and mitigates its internal 
and external principal risks. As we have said 
in our previous reviews, good reporting 
describes the company’s governance 
structure, which should include the 
individuals and units within the company and 
their risk-related duties and responsibilities. 

Good reporting should also include an 
explanation of the processes in place. For 
example, it should describe how different 
groups with risk-related responsibilities 
interact, discuss and share information, 
and how the company maintains and 
reviews documentation. When describing 
these processes, good reporting includes 
information about the frequencies, for 
example, of interactions and meetings 
between each group, frequency of risk 
assessments and risks register’s updates.

Principle O 

The board should establish procedures 
to manage risk, oversee the internal 
control framework, and determine 
the nature and extent of the principal 
risks the company is willing to take in 
order to achieve its long-term strategic 
objectives.

Reporting on Risk Governance

Reporting on actions, not just procedures

Nearly half of the companies provided 
specific and high-quality explanations on 
their governance structures, while more 
than half did so on their processes in place. 
In addition to those, best reporters also 
provided information of how the governance 
structure and processes were put into action 
during the year, for example:

Specific and insightful explanation

Good level of information but could  
be more specific

Generic information

Brief or vague explanation

No information

Specific and insightful explanation

Good level of information but could  
be more specific

Generic information

Brief or vague explanation

No information

9% 
22% 

35%

31%
23%

31%

29%

13%
4% 3%
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• How did individuals discharge their 
duties and responsibilities and how were 
processes performed during the year?

• How many times during the year did the 
board meet to discuss principal risks? 

• How was the risk register evaluated or 
were new risks added to the register?

Repetition

The majority of companies explained 
their risk management procedures in the 
strategic report with some information 
also provided in the corporate governance 
report, whether in the general section about 
governance arrangements, the report of 
the audit committee or the report of the 
risk committee. We found some companies, 
including some that provided good reporting 
in this area, that repeated information within 
these sections of the annual report.

Repetition increases the length of the annual 
report and makes it more difficult for the 
readers of the annual to understand a 
company’s approach to risk management. 

Principal Risks 

Provision 28 states that the board should 
carry out a robust assessment of the 
company’s principal risks, describe these risks 
in the annual report and explain how they are 
being managed or mitigated. The Code states 
that principal risks should include, but are 
not necessarily limited to, those that could 
result in events or circumstances that might 
threaten the company’s business model, 
future performance, solvency or liquidity and 
reputation. 

It is for the board to agree the risk appetite 
and decide which risks are considered 
‘principal’ by considering the potential impact 
and probability of the related events or 
circumstances, and the timeline over which 
they may occur.

All companies in our sample described their 
principal risks and actions to manage or 
mitigate. The disclosures in this area were 
generally of a good standard. 

When reporting on principal risks, companies 
should provide a balanced overview of 
the most significant risks for the company, 
considering the impact if these risks 
materialised and the probability of them 
occurring. Many companies provided high-
quality reporting on their principal risks and 
actions to manage or mitigate them.

Number of principal risks disclosed 

18% 5 to 9

51% 10 to 12

24% 13 to 15

7% More than 15

Better reporting in this area was specific, 
concise and avoided repetition.

Key Message: Reporting
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However, almost a third of our sample 
disclosed over 13 principal risks. Such a high 
number of risks makes it difficult for the 
users of the annual report to assess which 
are the most important to the company and 
how these could threaten its business model, 
future performance, solvency or liquidity and 
reputation. 

The impact on the company if the risk 
materialises should be central to reporting. 
To provide reporting that investors and other 
stakeholders will find useful and insightful, 
the focus should be on the most significant 
risks to the company.

Changes to principal risks 

Good reporting on principal risks should not 
be static but show how risks have changed 
during the year. Better reporters provided 
information on:

• Changes to the principal risks from the 
previous reporting year.

• Why these have changed.

• How the planned managing or mitigation 
actions have changed accordingly.

• How new risks were introduced and  
how previous risks were removed from  
the register. 

This gives confidence to shareholders and 
other stakeholders that the board is regularly 
monitoring risks, updating the risk registers 
and adjusting accordingly the controls to 
manage or mitigate these risks.

Emerging risks

In our previous reviews we have emphasised 
the importance of good reporting on 
emerging risks. As demonstrated by the 
events of the past few years, companies 
should have procedures in place to identify 
and monitor emerging risks before they 
escalate to principal risks. 

Source: Bytes Technology Annual Report, 2022, p.60

Example: A summary of changes to principal risks during the yearOur principal risks and uncertainties
In 2022/23, the economic situation 
remained as uncertain as the previous 
year, with the continued crisis in Ukraine 
and shocks to the market from UK 
Government announcements. Although 
we performed strongly and managed 
risks well in 2021/22, this year we 
amended our principal and emerging 
risks to account for changes in the 
market, in society and with our vendors.

As we describe in the following table, 
this includes:

 The additional financial risk of an 
increased aged debt profile, with 
customers slower to pay and the 
possibility of bad debts

 Amending the Security of supply risk to 
be called the Vendor concentration risk. 
By taking the emphasis off hardware, 
which is a small part of our business, 
we have highlighted a risk where we 
are over-reliant on a single vendor

 Merging the two separate risks 
called Commoditisation and 
Disintermediation into a single risk 
called Competition, because the risk 
and mitigating actions overlapped

 Merging the Keeping pace 
with digital change risk with the 
Technology failure risk into a single 
risk called Business continuity failure, 
because these risks are core to our 
business activities 

 Evolving the Attract and retain staff 
risk by adding the element ‘while 
keeping our culture’. 

Fi
na

nc
ia

l 1 Economic disruption Risk owner CEO

The risk
This includes the impact of the crisis in Ukraine, the 
uncertainties caused by global economic pressures 
and geopolitical risk within the UK post-Brexit.

How we manage it
We have so far continued to perform well during the 
conflict in Ukraine, and under the current effects of 
inflation, the cost-of-living crisis and leaving the EU.
Despite the economic shocks of the past year and 
continued pressure from the Ukraine conflict, we have 
not seen an adverse impact on our business.
These real-life experiences have shown us to be resilient 
through tough economic conditions. The diversity of our 
client base has also helped to maintain and increase 
business in this period. We are not complacent, however – 
economic disruption remains a risk and we keep operations 
under constant review.

The impact
Major economic disruption – including the risk of 
continuing high inflation (see below) and potentially higher 
taxes – could see reduced demand for software licensing, 
hardware and IT services, which could be compounded by 
government controls. Lower demand could also arise from 
reduced customer budgets, cautious spending patterns or 
clients ‘making do’ with existing IT.
Economic disruption could also affect the major financial 
markets, including currencies, interest rates and the cost of 
borrowing. Economic deterioration like this could have an 
impact on our business performance and profitability.

2 Margin pressure Risk owner MDs of subsidiary businesses

The risk
BTG faces pressure on profit margins from myriad 
directions, including increased competition, changes in 
vendors’ commercial behaviour, certain offerings being 
commoditised and changes in customer mix or preferences.

How we manage it
Profit margins are affected by many factors at customer 
and micro levels.
We can control some of the factors that influence our 
margins; however, some factors, such as economic 
and political ones, are beyond our control.
In the past year we have sought to increase margins where 
possible; cost increases from vendors have grown our 
margins organically. Our diverse portfolio of offerings, with 
a mix of vendors as well as a mix of software and services, 
has enabled us to absorb any changes – and we continue 
to innovate to find new ways to deliver more value for our 
clients. Services delivered internally are consistently 
measured against competition to ensure we remain 
competitive and maximise margins. 
We aim to agree acceptable profit margins with 
customers upfront.
Keeping the correct level of certification by vendor, early 
deal registration and rebate management are three 
methods deployed to ensure we are procuring at the 
lowest cost and maximising incentives earned.
This risk area is reviewed monthly.

The impact
These changes could affect our business performance 
and profitability.

60 Bytes Technology Group plc

RISK REPORT

Provision 28 asks companies to confirm that 
they have carried out a robust assessment of 
emerging risks and explain the procedures 
in place to identify these risks. Reporting in 
this area continues to remain vague, with 21 
companies not confirming in their reports 
that they carried out an assessment of their 
emerging risks, whereas 22 companies did not 
explain their procedures to manage these risks. 

Only 17 companies provided insightful or 
specific information about their procedures 
to manage emerging risks. Good reporting 
demonstrates that the board is regularly 
conducting horizon scanning for new risks and 
that the company has effective procedures to 
identify and monitor these risks. 

https://www.bytesplc.com/investors/results-and-reports
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Last year we said that if any emerging risks 
are identified following an assessment, good 
reporting would include an explanation of 
these risks in the annual report. We were 
pleased to see this year an improvement in 
the reporting of emerging risks. 

The Board and GEC evaluate the potential 
effects of Principal Risks materialising over 
a three-year period to understand how they 
could impact the Company’s long-term 
viability. The evaluation is based on plausible 
worst-case scenarios. 

To make this evaluation, the estimated 
financial impact of each Principal Risk 
crystallising was considered. The Board and 
GEC assessed the potential impact on the 
Company’s viability, based on selected severe 
plausible risk scenarios. These were developed 
in conjunction with senior management. 
The Principal Risks that were considered to 
have a potentially significant impact on the 
Company’s viability are included in the Long-
Term Viability Statement on page 130.

In addition to the Principal Risks, Emerging 
Risks and wider key risks have been identified 
and are being monitored by the Company. 
Mitigation actions in response to such 
risks are an important part of business risk 
reporting to the GEC and Board. 

Emerging Risks
We define an Emerging Risk as a changing 
risk or a novel combination of risks for which 
there is no track record or previous experience 
by which the impact, likelihood or costs can 
be understood. Its potential impact is viewed 
as being two years or more in the future.

We strongly believe that the identification 
and appropriate management or mitigation 
of Emerging Risks is critical to our long-term 
success.

Emerging Risks have the potential to increase 
in significance and affect the performance 
of the Company and as such are continually 
monitored through our existing risk 
management processes described on page 
101. 

Our risk management process ensures 
Emerging Risks are identified and aids the 
GEC and the Board’s assessment of whether 
the Company is adequately prepared for 
the potential opportunities and threats they 
present. 

The process enables new and changing risks 
to be identified at an early stage so we can 
analyse them thoroughly and assess any 
potential exposure.

We undertake a top-down and bottom-up 
assessment to identify Emerging Risks. A 
series of risk workshops with former Group 
and divisional leadership teams have been 
held as the strategic reviews progressed and 
were facilitated by the Risk Assurance team, 
the most recent of which considered the 
potential sources of disruptive risk. 

These workshops formed part of the ongoing 
cadence of Emerging Risk identification and 
were followed by further discussion at GRC 
meetings. Additionally, further assessments 
of potential Emerging Risks were performed 
using externally sourced Emerging Risk 
data. The Company’s potential exposure is 
assessed against the Board’s approved risk 
measurement criteria. The process enables 
new and changing Emerging Risks to be 
identified at an early stage so they can be 
analysed thoroughly to assess potential 
exposure. 

The preliminary views of Emerging Risks 
were consolidated and discussed initially 
by the GRC and then by the GEC to reach 
a consensus regarding Emerging Risks 
that can seriously affect the performance, 
future prospects or reputation of Essentra. 
The outputs from these assessments were 
presented to the Board for approval along 
with the recommendation to develop 
appropriate response strategies. 

Emerging Risk Owner

Regulatory change Company Secretary

Risk description

The risk that Essentra does not or is unable to comply with changes in the regulatory environment. 
Governments might react to prevailing economic conditions by increasing taxes and tariffs. Evolving 
public sentiment on sustainability might result in further legislation with which the Company must 
comply. The geographical breadth of the Company’s operations adds a degree of complexity to this 
emerging risk.

Mitigation

We continue to proactively monitor and review developments in the regulatory environments in which 
we operate. This includes leveraging the knowledge of those colleagues operating in local markets 
and seeking external advice. 

Emerging Risk Owner

Technology disruptors Chief Marketing Officer and Chief Digital Information Officer

Risk description

The risk that the Company does not manage its response to evolving technologies effectively. This 
may include losing competitive advantage as rivals deploy advanced manufacturing technologies, 
artificial intelligence and robotics to strengthen product development, marketing, production, 
distribution and support functions. In addition, the rapid emergence of alternative materials might 
affect demand for our products.

Mitigation

We continue to monitor and review developments in the external market through our networks. This 
includes innovation and futures sessions with existing suppliers. We are also involved in a range of 
external technical focus groups to support the identification of future technology trends.

Emerging Risk Owner

Sentiment towards 
plastic

Chief Sales Officer and Chief Marketing Officer

Risk description

Market and stakeholder sentiment towards plastic continues to evolve at pace and could affect 
medium-term demand for many of Essentra’s products.

Mitigation

We continue to work internally and with our supply chain to identify opportunities to reduce the 
extent to which we use virgin plastic in our products and to use alternative materials.

RISK MANAGEMENT REPORT CONTINUED

Emerging risks

STRATEGIC REPORT DIRECTORS’ REPORT FINANCIAL STATEMENTS

ESSENTRA PLC ANNUAL REPORT 202258 ESSENTRA PLC ANNUAL REPORT 202258

Source: Essentra Annual Report, 2022, p.58  

Monitoring and reviewing the 
effectiveness of the risk management and 
internal control systems

The Guidance on Risk Management, 
Internal Control and Related Financial and 
Business Reporting explains: ‘The existence 
of risk management and internal control 
systems does not, on its own, signal the 
effective management of risk. Effective and 
ongoing monitoring and review are essential 
components of sound systems of risk 
management and internal control.’
Provision 29 of the Code states that ‘The 
board should monitor the company’s risk 
management and internal control systems 
and, at least annually, carry out a review 
of their effectiveness and report on that 
review in the annual report. The monitoring 
and review should cover all material 
controls, including financial, operational and 
compliance controls.’

Annual Review – Scope 

In our previous reports, we have emphasised 
the importance of reviewing the effectiveness 
of the risk management and internal control 
systems at least annually. The board should 
define the processes to be adopted for its 
ongoing monitoring and review, including 
specifying the requirements, scope and 
frequency of reporting.

Example of reporting an emerging risk

Disclosure of emerging risks

48 disclosed at least one emerging risk 
identified during the year

3 said that following an assessment no 
emerging risks had been identified

Explanation of emerging risks

38 gave at least some level of explanation of 
their emerging risks

15 provided specific and insightful 
information

9 disclosed management or mitigation 
actions

https://media.frc.org.uk/documents/Guidance_on_Risk_Management_Internal_Control_and_Related_Financial_and_Business_Reporting_September.pdf
https://media.frc.org.uk/documents/Guidance_on_Risk_Management_Internal_Control_and_Related_Financial_and_Business_Reporting_September.pdf
https://media.frc.org.uk/documents/Guidance_on_Risk_Management_Internal_Control_and_Related_Financial_and_Business_Reporting_September.pdf
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When reviewing effectiveness, the board 
should consider the systems as a whole. 
According to the Guidance on Risk 
Management, Internal Control and Related 
Financial and Business Reporting: ‘A 
company’s systems of risk management and 
internal control will include: risk assessment; 
management or mitigation of risks, including 
the use of control processes; information and 
communication systems; and processes for 
monitoring and reviewing their continuing 
effectiveness.’ The review of the effectiveness 
should evaluate all these components and 
ensure they are performing effectively. 

Regular monitoring of the risk management 
and internal control systems is important 
to ensure they remain fit for purpose and 
are managing risk appropriately. As such, an 
important part of the review should include 
the evaluation of the company’s processes for 
regular monitoring of these systems.

Every company is different, therefore the 
nature of the review of effectiveness will vary. 
The board should determine the scope of the 
review and decide on the processes to be 
adopted. It should determine what reports, 
documentation and evidence it requires to 
achieve a conclusion about the effectiveness 
of the company’s systems. 

When carrying out the review the board 
should at least consider:

The board should also review the 
effectiveness of the company’s material 
controls, including financial, operational 
and compliance controls. When monitoring 
and reviewing the effectiveness of these 
controls the board should determine which 
controls are material for the company. As 
a baseline, these should at least include 
controls in place to manage or mitigate 
the company’s principal risks. It should also 
include the controls over matters that could 
have a material impact on the interests of the 
company, investors and other stakeholders. 

Board responsibility for monitoring  
and review

The board is ultimately responsible for 
the effectiveness of these systems. As 
per Provision 26, the board can delegate 

• The company’s willingness to take 
on risk (its ‘risk appetite’), the desired 
culture within the company and whether 
this culture has been embedded.

• The operation of the risk management 
and internal control systems, covering 
the design, implementation, monitoring 
and review and identification of risks.

• The determination of those risks which 
are principal to the company.

• The integration of risk management and 
internal controls with considerations of 
strategy and business model, and with 
business planning processes.

• The changes in the nature, likelihood 
and impact of principal risks, and 
the company’s ability to respond to 
changes in its business and the external 
environment.

• The extent, frequency and quality 
of the communication of the results 
of management’s monitoring to the 
board, which enables it to build up a 
cumulative assessment of the state 
of control in the company and the 
effectiveness with which risk is being 
managed or mitigated.

• Issues dealt with in reports reviewed  
by the board during the year, in 
particular the incidence of significant 
control failings or weaknesses that 
have been identified at any time during 
the period and the extent to which 
they have, or could have, resulted in 
unforeseen impact.

• The effectiveness of the company’s 
public reporting processes.

https://media.frc.org.uk/documents/Guidance_on_Risk_Management_Internal_Control_and_Related_Financial_and_Business_Reporting_September.pdf
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the monitoring and review to the Audit 
Committee, or a board-level risk committee, if 
it has one. The committee responsible should 
then report on this review and its findings to 
the board.

Two companies reported that the review had 
been undertaken by the management who 
then reported to the board, whereas three 
other companies reported that the review 
was carried out by the internal audit function 
which then reported its results to the board. 

The board should not rely wholly on the 
management or the internal audit to 
perform its responsibilities prescribed in the 
Provision 29 of the Code. It should consider 
the reporting, documentation and evidence 
from other parts of the company, such as 
the management of the company, other 
supporting functions and lines, internal 
assurance functions (e.g. internal audit), 
external auditor ; but the board should not 
delegate its responsibility to anyone else, 
except for the board committees (e.g. audit, 
risk or other committee). 

The internal audit function can help the board 
by providing information about its findings. 
However, its responsibilities relating to the 
effectiveness of the risk management and 
internal control systems should be limited to 
providing independent advice and assurance. 
When reviewing the effectiveness of the 

internal audit function, the board should 
evaluate the ability and the resources of this 
function to provide independent assurance 
and advice on the design and operation of the 
risk management and internal control systems, 
including the company’s material controls. 

Reporting on the review 

Provision 29 asks the Board to report 
on its review of the effectiveness of risk 
management and internal control systems. 
A total of 84 companies in our sample 
specifically stated that they had reviewed the 
effectiveness of their systems. The other 16 
companies either did not report a review or 
it was unclear from their reporting if a review 
had been carried out during the reporting 
period which is an increase from last year, 
when only 7 companies did not. 

To avoid confusion and ambiguity, companies 
should avoid using general language such as:

a) Process for the review

General statements like these, and without 
any explanation of how the review has been 
carried out, do not provide a reader with 
certainty that the board has discharged this 

responsibility. Disclosures such as the one 
below makes it easy and clear for the reader 
to understand that the board has carried 
out a review (the annual report should also 
explain how the board has done so). 

 
a) Process for the review

Although Provision 29 does not specifically 
state what companies should report in their 
annual report about the review, the “Guidance 
on Risk Management, Internal Control and 
Related Financial and Business Reporting” 
is more specific and states that: ‘The Board 
should summarise the process it has applied 
in reviewing the effectiveness of the system 
of risk management and internal control. The 
board should explain what actions have been 
or are being taken to remedy any significant 
failings or weaknesses.’ 

“The board (or a relevant committee) 
reviews the effectiveness of risk 
management and internal control systems.”

Example

The Board confirms that it has conducted 
its annual review of the effectiveness of 
Shell’s system of risk management and 
internal control in respect of 2022, and that 
this review covered all material controls, 
including financial, operational and 
compliance controls.

Source: Shell Plc Annual Report, 2022,  
p.217

Example

https://reports.shell.com/annual-report/2022/_assets/downloads/shell-annual-report-2022.pdf
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Last year we said that reporting in this 
area needed considerable improvement. 
Unfortunately, we have not seen an 
improvement in this year, as demonstrated 
by the graph below:

‘The audit committee, supported by the 
Risk Committee and the internal audit 
reviewed the effectiveness of the risk 
management and internal control systems.’

‘We conducted a formal review of the 
effectiveness of the companies risk 
management and internal control systems, 
considering reports from management, 
external audit and the Risk and Internal 
Audit functions.’

Examples

While some companies offer good levels 
of information about the process carried 
out for the review, many appear to report 
minimally or not provide any detail in this 
important area. We found twenty companies 
that provided insightful information on how 
their review was carried out and/or what 
areas it covered. On the other hand, we found 
27 other companies which confirmed that 
the board carried out a review during the 
reporting year but did not provide any detail 
on the process undertaken for the review. 

From those companies that provided 
some information, 26 only gave a simple 
explanation consisting of one or two 
sentences, for example, stating who has 
carried out the review or what functions were 
consulted for these purposes: 

Reporting on the review of the effectiveness of the risk management  
and internal control systems carried out by the board

2022 2023

• 20 companies – provided insightful 
information on how their review was carried 
out and/or what areas it covered.

• 45 companies – some basic or generic 
detail of what areas was covered or a simple 
statement of who carried the review (e.g. the 
audit committee).

• 38 companies – said a review was carried out 
but no detail provided about the review.

• 7 companies – did not report a review or it 
was unclear from their reporting if a review 
had been carried out.

• 20 companies – provided insightful 
information on how their review was 
carried out and/or what areas it covered.

• 39 companies – some basic or generic 
detail of what areas was covered or a 
simple statement of who carried the 
review (e.g. the audit committee)

• 27 companies – said a review was carried 
out but no detail provided about the 
review.

• 14 companies – did not report a review 
or it was unclear from their reporting if a 
review had been carried out.
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Simply stating who carried out the review 
as in these examples does not give any 
information about the extent of the review 
or what aspects of the risk management and 
internal control systems are covered by it. 
It does not demonstrate the scope of the 
work carried out by the board and how the 
board has discharged its responsibilities. 
Such an example, though it suggests, it does 
not show if the board had the information 
necessary to be confident that these systems 
have been effective.

Good reporting on the process should 
include details of how the board, or the 
relevant committee(s) on its behalf, have 
undertaken the review, who was consulted, 
what reports, or evidence was received and 
what areas were covered by the review. 
In the following example, Weir Group 
demonstrates how the board carried out the 
review, receiving updates and reporting from 
various units or functions within the company 
and the areas that this covered.

Example

their published thematic review report as an example of better 
practice. We can also confirm that some improvements have been 
made to existing disclosures in this report in response to minor 
recommendations from the FRC. 

In November 2022, the Group received a letter from the FRC 
highlighting their intention to use some of the disclosures in the 
Group's 2021 Annual Report as examples of better disclosure within 
their 'What makes a Good Annual Report and Accounts' publication. 
The FRC is committed to improving the quality of corporate reporting 
and their publication is intended to set out the FRC's view on the 
attributes of a good annual report and accounts in order to drive 
continuous improvement in the quality of reporting. The FRC's role is 
not to verify the information. We are pleased to report that the FRC 
did include an extract from the Group’s 2021 Annual Report and 
Financial Statements in their published report as an example of better 
practice in relation to the requirements of IAS 37 ‘Provisions, 
contingent liabilities and contingent assets’. 

(ii) Internal control and risk management
While overall responsibility for the Group’s risk management and 
internal control frameworks rests with the Board, the Audit 
Committee has a delegated responsibility to keep under review the 
effectiveness of the systems supporting risk management. Further 
details on accountability for Risk Management are provided in the 
Corporate Governance Report on page 93.

Our work in this area was supported by reporting from the Group 
Head of Internal Audit on the results of the programme of internal 
audits completed; the overall assessment of the internal control 
environment, with reference to the results of their work and the 
results from the self-assessed Compliance Scorecards; and in 
addition, reporting, either verbal or written, from Senior Management 
covering any investigations into known or suspected fraudulent 
activities. We continue to note the work undertaken for the Board on 
a review of the sources of assurance, which are mapped against the 
principal risks (see (iii) Internal audit below). In addition, the 
Committee take comfort from the audit work performed and 
conclusions reached by PwC over the controls environment of the 
Group’s critical IT systems. 

COMPLIANCE SCORECARD

The Compliance Scorecard is a control mechanism whereby 
each operating company undertakes self-assessments, every six 
months, of their compliance with Group policies and procedures, 
including key internal controls across a range of categories 
including finance, anti-bribery and corruption, tax, treasury, trade 
and customs, HR, cybersecurity, IT and legal. As far as the 
elements relating to finance are concerned, these cover (but are 
not limited to) management accounts and financial reporting, 
balance sheet controls, employee costs and other financial 
policies. During 2022, the scorecard process was extended to 
cover scope 1&2 emissions reporting. Each operating company 
is expected to prepare and execute action plans to address any 
weaknesses identified as part of the self-assessment process. 

Operating companies are required to retain evidence of their 
testing in support of their self-assessment responses. Internal 
audit has responsibility for confirming the self-assessment 
during planned audits. Any significant variances are reported to 
local, Divisional and Group management. Any companies 
reporting low levels of compliance are required to prepare 
improvement plans to demonstrate how they will improve over a 
reasonable period of time. The overall compliance scores (as a 
percentage) are tracked over time and reported to the Audit 
Committee twice a year, with the Committee paying particular 
attention to the variances between self-assessed and Internal 
Audit assessed scores as well as trends and the performance of 
newly acquired companies.

The Committee also receives regular reporting on the Group’s Ethics 
and Compliance related activities from the Chief Compliance Officer, 
as well as the Group Head of Internal Audit. This includes reviewing 
compliance with the Group’s Ethics Hotline programme, which 
provides a mechanism for employees with concerns about the 
conduct of the Group or its employees to report their concerns. The 
Committee ensures that appropriate arrangements are in place to 
receive and act proportionately upon a complaint about malpractice. 
The Committee takes a particular interest in any reports of possible 
improprieties in financial reporting. 

During 2022, the Committee were updated on the work performed in 
the year by the Compliance team. With many core programme 
elements in place, this included focus on driving continuous 
improvement through training in areas such as the Group's Code of 
Conduct, anti-trust and anti-bribery regulations, as well as a continued 
focus on Human Rights legislative requirements. In addition, the 
Committee were updated on the unprecedented array of sanctions in 
place in response to the conflict in Ukraine and the Compliance 
team's role in managing sanctions risk.

The Committee also received presentations from each Divisional 
Finance Director. These presentations included a review of the 
Divisional risk dashboards, significant findings from the internal audit 
visits and the Compliance Scorecard process over the last 12 months, 
as well as an overview of their Divisional finance leadership teams. In 
addition, the Committee were updated on progress of strategic 
initiatives, such as the transition of core accounting processes to 
global shared services in the Minerals Division and the integration of 
Motion Metrics in the ESCO Division. 

Focus is given to the strength and depth of the finance team’s 
capability; the quality and efficiency of responses to findings of 
internal audit visits, including whether learning has been shared more 
widely across the Group to mitigate the risk of recurrence and to 
share good practice; the quality of the discussion around Divisional 
risk dashboards; and, progress against strategic initiatives. 

The Committee also received annual updates from the Group Head of 
Tax and the Group Treasurer, covering Tax and Treasury Strategy and 
Risk respectively. 

Finally, in response to recommendations from the external Board and 
Committee evaluation process performed at the end of 2021, the 
Committee also agreed to introduce an annual update, or more 
frequently if considered necessary, from the Group Head of Risk and 
Insurance and the Group Chief Information Security Officer. The first 
of these updates took place in the October Committee meeting. 

The risk update provided the Committee with an overview of the 
holistic risk management process, designed to complement the 
existing risk reporting, which is managed via a separate Risk 
Committee with reporting direct to the Board. This also allows 
the Committee to consider the adequacy of the overall risk 
management process. 

The update from the Group Chief Information Security Officer 
focussed on the Group's Crisis Management Plan and lessons learned 
from recent crisis incidents, such as Covid-19, the cybersecurity 
incident and the Ukraine conflict. The Committee were advised a 
crisis management working group had been established to assess 
and update the current Crisis Management Plan. 

Strategic Report Governance Financial Statements Additional Information

AUDIT COMMITTEE REPORT 
CONTINUED

The Weir Group PLC Annual Report and Financial Statements 2022 102

Source: Weir Group Annual Report, 2022, p.120 

https://www.global.weir/globalassets/investors/reporting-centre/2023/2022-annual-report/weir-group-plc-2022-annual-report--accounts.pdf
https://www.global.weir/globalassets/investors/reporting-centre/2023/2022-annual-report/weir-group-plc-2022-annual-report--accounts.pdf
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b) Reporting the outcome(s) of the review

In our last year’s annual review, we said that 
good reporting should demonstrate the 
results of the review of the effectiveness of 
the systems. If the board determines that 

Reporting on the results of the review 

   32 companies – stated that their 
systems are effective 

   22 companies – stated that no 
weaknesses were identified

   8 companies – only stated that  
their financial reporting controls  
are effective

   7 companies – identified weaknesses

   31 companies – no reporting on  
the outcome

Examples of reporting on the results of  
the review:

Good reporting should also provide an 
explanation of any material weaknesses 
identified and any actions that board has 
undertaken to address these.

The Committee has completed its review 
of the effectiveness of the Group’s 
system of internal control, including risk 
management, during the year and up to 
the date of this Annual Report. The review 
covered all material controls including 
financial, operating and compliance 
controls. The Committee confirms that 
the system of internal control operated 
effectively for the 2023 financial year.

Source: Vodafone Annual Report, 2022 
p.81

Example

Providing insight into the roles of different 
functions and the advice that was given 
to the board, shows the breadth of the 
review and the controls covered. It also 
demonstrates that the board is discharging 
its responsibility successfully. 

Without this reporting, the reader is unable 
to assess the scope and depth of the review 
of the effectiveness. For example, it is often 
not clear whether the review has covered all 
material controls and to what extent. This is 
an issue that has become apparent as part 
of the FRC’s outreach work where feedback 
has suggested that the emphasis of many 
reviews is related to controls over financial 
reporting with less rigorous systems in place 
to consider other material controls.

When explaining the processes for reviewing 
the effectiveness of the systems, companies 
do not need to provide extensive reporting 
but should be specific and concise about 
the board’s actions, as in the example taken 
from the Weir Group’s annual report.

Key Message: Reporting

the risk management and internal control 
systems have been effective, they should 
report this in the annual report.

https://investors.vodafone.com/sites/vodafone-ir/files/2023-05/vodafone-fy23-annual-report.pdf#page=83
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Reporting on weaknesses identified and 
actions taken by the board to address 
these.

Assessment of control environment 

In the Audit and Risk Committee report 
in 2021, control findings were highlighted 
in relation to the review of journal entries 
and the formality of controls over certain 
revenue contracts. The Committee was 
satisfied with the plan to address these 
controls findings primarily through the 
implementation of new IT systems.

During the year, the IT system 
implementation led to operational 
disruption which had an associated impact 
on the control environment, including the 
timely recording of certain supplier invoices 
and certain customer statements not 
being produced. The external auditor also 
identified necessary adjustments during its 
work in preparation for the half-year results, 
including those related to the potential 
new revenue stream highlighted above 
where the specialist external investigation 
identified further control findings.

The new IT systems cannot address the 
control improvement requirements in the 

near term for the wider Group which has 
necessitated management to establish 
alternate remediation plans as part of an 
internal control reset.

Company response to control findings

As a result of the matters noted above, a 
targeted internal control project was instigated 
utilising specialist external resource, reporting 
directly to the interim CFO, to review all aspects 
of the internal control framework.

The findings of this review focuses on key 
overarching themes of the project:

• Design and implementation of enhanced 
controls including process and control 
mapping.

• This has included a specific focus on 
improved documentary evidence of journal 
entries, procure to pay processes and 
enhancing revenue recognition models.

• Structure and organisation of the 
Finance function including process and 
compliance training.

• Clear documentation and verification of 
processes and controls.

The Audit and Risk Committee is being 
updated regularly with respect to progress 
related to remediation activities as well as 
reviewing ongoing control improvements 
identified.

The Committee has assessed that the 
Group still relies on controls that require 
enhanced documentation and formalisation, 
and in specific areas, redesign. The control 
improvement plan is ongoing, and the 
Committee is engaged in ensuring that 
management have the appropriate resource 
and an appropriate remediation timeline.

Management, based on the controls 
review detailed above, have provided the 
Committee with assurance that where 
controls were not designed, implemented or 
operating effectively there were appropriate 
mitigating actions in place to conclude 
that the Financial Statements do not 
contain material errors. It is recognised that 
improvements in the control environment 
are required in 2023 and the Audit and 
Risk Committee will continue to support 
management and review the remediation 
activities.

Source: RM Annual Report, 2022, p.114-
115

Example

https://www.rmplc.com/pdf/web/viewer.html?file=/-/media/PDFs/RM-Plc/Reports/Annual-report/RM_plc_Annual_Report_and_Accounts_2022.pdf#page=58
https://www.rmplc.com/pdf/web/viewer.html?file=/-/media/PDFs/RM-Plc/Reports/Annual-report/RM_plc_Annual_Report_and_Accounts_2022.pdf#page=58
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c)  Consolidating and improving reporting 
in this area 

Similar to previous years, our review has found 
many companies which provide statements 
rather than meaningful reporting. For example: 

• Stating that ‘the board has reviewed 
the effectiveness of the company’s risk 
management and internal controls 
systems’ but not explaining how.

• Stating the outcome, e.g., ‘the systems 
have been effective’ but not explaining 
how the review process is carried out and 
how the board achieved this conclusion.

• Stating that ‘weaknesses were identified’, 
but not explaining what these were and 
what actions have been or will be taken to 
address them.

• Stating that ‘actions have been taken to 
remedy any weaknesses or inefficiencies’, but 

Some companies stated that their systems 
were effective while indicating that some 
weaknesses had been identified during the 
year, though these were not considered to 
have a significant impact on the company.

Example of weaknesses identified with 
no significant impact on the company’s 
objectives.

Overall, no control failings or weaknesses were 
identified that would have a significant impact 
on the Group, however, recommendations 
were raised where necessary at specific sites 
to strengthen existing processes and controls, 
and follow-up audit visits were carried out to 
ensure that agreed corrective actions were 
being progressed by management.   

In view of the work of Internal Audit, external 
audit, Group Finance and Site management 
teams, it was considered unlikely that a 
weakness at an individual site would have a 
significant impact on the Group.

Source: Cranswick Annual Report, 2022, 
p.102

Example

Effective risk management and internal 
control systems are essential for the 
company in the pursuit of its objectives 
and in sustaining its resilience. Monitoring 
and reviewing these systems are key to 
maintain their effectiveness. Good reporting 
of the work carried out by the board 
provides shareholders, the markets and 
other stakeholders with confidence that the 
company has systems which are capable to 
identify, assess and manage risk effectively.

Key Message

The Guidance on Risk Management, 
Internal Control and Related Financial and 
Business Reporting states that: ‘The board 
should form its own view on effectiveness, 
based on the evidence it obtains, exercising 
the standard of care generally applicable to 
directors in the exercise of their duties.’

Key Message not explaining what these weaknesses were. 

Companies should not just give statements 
without providing evidence to demonstrate 
how the board has discharged its 
responsibilities effectively. We have set out, 
in previous Reviews of Corporate Governance 
Reporting, what constitutes good reporting 
for the purpose of Provision 29, advising 
companies to consolidate their reporting by: 

1. Give a full description of the process 
for reviewing the effectiveness of risk 
management and internal control systems. 

2. Explain the outcome of the review: Are these 
systems operating effectively? If not, what 
weaknesses or inefficiencies were identified? 

3. If any weaknesses or inefficiencies were 
identified, explain what actions the Board 
has taken, or will take, to remedy these. 

https://s3.eu-west-1.amazonaws.com/cranswick-2021/Cranswick_AR23_Spreads_WEB.pdf#page=56


FRC | Review of Corporate Governance Reporting | November 2023 49

As part of last year’s review we identified key 
questions that remuneration committees 
should take into account when reviewing 
their current remuneration arrangements. We 
continue to encourage companies to report 
clearly on remuneration, including how they 
deliver company strategy, long-term success, 
and alignment with workforce remuneration. 

We are pleased to see that the quality of 
remuneration reporting has significantly 
improved since the implementation of the 
2018 Code, and we continue to see positive 
practices in various areas of the remuneration 
reporting. However, further improvements to 
Code disclosures in some areas are needed 
from some reporters. 

Discretion 

We were particularly interested in whether 
the renumeration committee had considered 
the impact of any prospective ‘windfall 
gains’ in respect of vesting results, including 
any references to any adjustments or lack 
thereof, and the rationale for not making any 
adjustments. Many awards granted under 
long-term incentive plans in 2020, during the 
COVID-19 pandemic were made following 
significant share price falls, meaning a 
greater number of shares were granted in 
comparison to previous years. 

Overall, while there were multiple references 
to windfall gains within our sample, 
few companies highlighted the use of a 
discretionary downward adjustment to 
reduce the vesting outcomes. In those cases 
where adjustments were not made, almost all 
companies were able to provide a rationale 
as to why they did not make any adjustments. 
It should be noted that not all companies 
in our sample were adversely impacted 
by the COVID-19 pandemic and some 
had implemented formulaic procedures/
mechanisms to reduce the possibility of 
windfall gains for participants.

Thirty-three companies referred to windfall 
gains within their remuneration report. Two 
of the 33 companies used their discretionary 
powers to adjust their long-term incentive 
plan (LTIP) award in relation to windfall gains. 

An example of this is Aviva, which included 
three clear reasons for doing so.

5. Remuneration

Principle R 

Directors should exercise independent 
judgement and discretion when 
authorising remuneration outcomes, 
taking account of company and 
individual performance, and wider 
circumstances. 
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Consistent with our commitments in 
the 2020 DRR, the Committee carefully 
reviewed whether this vesting outcome was 
appropriate, being mindful of the guidance 
from proxy agencies and investors around 
the issue of ‘windfall gains’. In doing so, the 
Committee recognised three key factors: 

• Firstly, there was a fall in the share price 
in the period prior to grant. The extent to 
which this fall was driven by COVID-19 is 
ultimately a subjective judgement, but the 
overall magnitude was not wholly out of 
line with that seen in the wider market or 
sectoral peers. 

• Secondly, Aviva’s performance over the 
last three years, and particularly in the 
period since Amanda Blanc’s appointment 
in July 2020, has been outstanding. From 
a total shareholder return perspective, 
we outperformed our sector median by 
c.14 percentage points and the broader 
FTSE 100 by c.13 percentage points. The 
strategy which Amanda announced with 
our Half Year 2020 results has delivered 
strong financial performance – we have 
seen robust growth across targeted 
areas, while continued progress on our 
cost base has driven greater efficiencies 
throughout the business. We also sold 

businesses in continental Europe (France, 
Poland and Italy) and Asia (Singapore 
and Vietnam). This strong performance 
allowed us to return £4.75 billion to 
shareholders, and we have announced a 
new share buyback scheme beginning in 
March 2023. 

• Thirdly, in determining the LTIP award 
made to Amanda on joining Aviva, the 
Committee at that time decided on 
an extremely conservative approach, 
resulting in an award of 147% of salary. 
This represented 49% of a full award 
despite Amanda being in role for 83% of 
the performance period. 

Taking all of the above into consideration, 
the Committee concluded that a 
downwards adjustment of 10% was 
appropriate. This reflects the Committee 
view that there had been an impact from 
COVID-19 on the share price at the time 
of grant, but also recognises both the 
outstanding performance delivered over 
the last three years and the significant 
reduction which had already been applied 
to Amanda’s award.

Source: Aviva plc Annual Report, 2023, 
p2.47 

Example Such explanations take into account the spirit 
of Principle R, recognising company and 
individual performance as well as externalities, 
which in this case relates to a sudden impact 
on the organisation share price. 

There were other reasons beyond windfall 
gains, where around 16 companies reported 
the use of their discretionary powers. Rationale 
for the use of discretion varied but in most 
cases resulted in downward adjustments as 
opposed to upward adjustments.

https://static.aviva.io/content/dam/aviva-corporate/documents/investors/pdfs/reports/2022/aviva-plc-annual-report-and-accounts-2022.pdf
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Along with descriptions of the use of 
discretion companies also clarified their 
committee’s approaches to discretion, Croda 
International Plc set out the discretionary 
framework it applies when assessing bonus 
and performance share plan outcomes. 

This approach to discretion demonstrates 
decision-making based on clear criteria and 
aims to remove subjective and inconsistent 

outcomes. This approach also demonstrates to 
stakeholders the issues considered and reassures 
them that the remuneration committee has both 
considered company and individual performance 
and much wider circumstances.

In addition to setting out how discretion is 
used within the remuneration committee 
report, companies should also take into 
account the last element of Provision 41 and 
state clearly, to what extent discretion has 
been applied to remuneration outcomes 
along with the rationale. 

Strategy 

Provision 41…remuneration reports should 
include an explanation of the strategic 
rationale for executive directors’ policies, 
structures and any performance metrics….

Companies should offer a clear strategic 
rationale for their performance-based 

Principle P

Remuneration policies and practices 
should be designed to support strategy 
and promote long-term sustainable 
success. Executive remuneration should 
be aligned to company purpose and 
values, and be clearly linked to the 
successful delivery of the company’s 
long-term strategy.

incentive plans as part of the first aspect 
of this provision. This year, we looked 
at how well performance metrics were 
communicated and how they supported a 
company’s strategy. While all companies 
included some reference to their metrics, not 
all included information on how it related to 
their strategy.

When examining references to performance 
metrics, 68 companies stated that their 
measures were aligned to the company 
strategy. The majority of disclosures simply 
stated that the measures reflected the long-
term priorities of the group, others would 
use icons as a form of explanation. The better 
reporters explained their chosen financial and 
non-financial metrics each linked to strategy, 
these though were in the minority.

Some companies inserted icons to 
demonstrate there was a strategic link, but 
this approach did not always provide readers 
with an explanation of how the performance 
metrics benefit the organisation in supporting 
the company strategy and key priorities. 
Better reporters used narrative to explain the 
significance of the chosen metrics and their 
connection to company strategy, along with 
the use of icons. See AstraZeneca’s disclosure 
on one of its performance metrics with a key 
identifying its link to the KPIs in the strategic 
report, evidencing a direct link between its 
strategy and chosen metrics.

Example

Source: Croda International Plc Annual 
Report, 2022, p.124

Our Discretion Framework
To enhance the rigour with which performance is reviewed the Committee has adopted a Discretion Framework which it applies when assessing 
bonus and long-term incentive plan outcomes.

As with all Board/Committee decisions (in line with section 172) we also reflect on the experience of all our stakeholders throughout the course 
of the plan periods.

Remuneration Report continued

Culture and conduct

Culture Conduct Health and safety Systems and control
 

How does the outcome compare with overall Company performance?
Consider performance against other KPIs, for example

ROIC and EVA Sales Profit growth Sustainability  

What is the single figure outcome?
Committee to consider year-on-year change and whether this mirrors the trend in performance

How does the outcome compare with wider shareholder experience?
Committee to consider Total Shareholder Return in both relative and absolute terms over a number of different periods

Are there any external headwinds or tailwinds which need to be considered?

As an additional reference point, are the bonus and PSP outcomes consistent?

Are there any other events that should be factored in?
Other events could be reputational/risk related or a change of accounting standards

Input from others?
Draw on input from other Committees as well as other management teams including HR, Legal, Internal Audit and Risk

Consider shareholder response to results

Compare with historical use of discretion

What is the formulaic result following consideration of the existing underpins?

Does the outcome appear reasonable/fair, or should an adjustment be considered?

124 Croda International Plc Annual Report and Accounts 2022

https://www.croda.com/mediaassets/files/corporate/reporting-2022/croda-annual-report-2022.pdf?la=en-GB&hash=55F5A32E1DBB15A2CE56771B4DD631E8#page=126
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Example

Strategic pillar Strategic pillar Financial targets

  Science and Innovation   Growth and Therapy Area Leadership   Achieve Group Financial Targets

Remuneration performance measures Remuneration performance measure Remuneration performance measures

Science indices     
Our science measures incentivise the 
development of NMEs and the maximisation 
of the potential of existing medicines.

Bonus performance is assessed on pipeline 
progressions through Phase II and Phase III 
clinical trials. These reflect the outcome of 
nearer-term strategic investment decisions, 
whereas, in contrast, PSP performance is 
assessed on the volume of NMEs in Phase III 
and the registration stage, which reflects the 
outcome of longer-term strategic investment 
decisions. 

Additionally, we measure regulatory 
submissions and approvals for bonus, and 
regulatory approvals for PSP to drive the 
conversion of scientific progress into 
commercial revenue over the short term 
(bonus) and the longer term (PSP). 

Together, these science measures incentivise 
innovation and sustainable success along the 
length and breadth of the pipeline, leading to 
commercial growth.

Total Revenue     
Our Total Revenue measure is included in the 
bonus and the PSP, reflecting the importance 
of incentivising sustainable growth in both the 
short and longer term.

Cash flow     
Ensures that we can sustain investment in 
our pipeline and Therapy Areas while at the 
same time meeting our capital allocation 
priorities. Cash flow is included in both the 
bonus and the PSP, ensuring a focus on both 
short and longer term cash flow generation 
and balance sheet strength.

Core EPS   
Incentivises operational efficiency and cost 
discipline, and remains a key measure of our 
profitability and a focus for our investors.

Total shareholder return (TSR) 
Assessed relative to our peer group of 
companies, the measure rewards positive 
performance that our shareholders also 
directly benefit from. This measure 
incentivises outperformance versus our peer 
group, and promotes the delivery of long-term 
sustainable returns for our shareholders.

Strategic pillar

  
People and Sustainability

 

We are committed to people and making 
a difference to society. Assessment of 
performance against this pillar is captured 
through a holistic review of each Executive 
Director’s individual performance as part of 
the final determination of annual bonus, 
including consideration of our progress 
against our ESG aspirations:

 > Continuing to make our Company a great 
place to work by delivering our inclusion 
and diversity strategy and learning and 
development programmes.

 > Ensuring we operate in the smartest way 
and increase the speed of delivery of our 
life-changing medicines to patients 
through our Future of Work strategic 
initiative.

 > Leading the way in our efforts to improve 
access to healthcare and build health 
system resilience.

Ambition Zero Carbon 
This measure incentivises the 
elimination of our Scope 1 and Scope 2 
GHG emissions through 2025 with 
targets verified in line with the science of 
climate change, where we will innovate to 
avoid, reduce and substitute to become 
zero carbon.

AstraZeneca aims to continue to deliver great 
medicines to patients while maintaining cost 
discipline and a flexible cost base, driving 
operating leverage and increased cash 
generation. To incentivise and reward delivery 
of great performance over the short and 
longer term, the Committee carefully 
considers the balance of science, financial 
and ESG measures between the annual 
bonus and PSP. 

Our focus on incentivising innovative science 
aligns with our patient-centric culture, as we 
strive to push the boundaries of science to 
deliver life-changing medicines to patients. 
The 2023 performance measures are closely 
aligned with our strategic priorities, as shown 
below.

  For more information about our strategic priorities, 
see page 14. For more information about the 2023 
performance measures, see pages 116 to 119.

Key

 Annual bonus

 PSP

 KPI
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How our performance measures for 
2023 support the delivery of our strategy

Strategic pillar Strategic pillar Financial targets

  Science and Innovation   Growth and Therapy Area Leadership   Achieve Group Financial Targets

Remuneration performance measures Remuneration performance measure Remuneration performance measures

Science indices     
Our science measures incentivise the 
development of NMEs and the maximisation 
of the potential of existing medicines.

Bonus performance is assessed on pipeline 
progressions through Phase II and Phase III 
clinical trials. These reflect the outcome of 
nearer-term strategic investment decisions, 
whereas, in contrast, PSP performance is 
assessed on the volume of NMEs in Phase III 
and the registration stage, which reflects the 
outcome of longer-term strategic investment 
decisions. 

Additionally, we measure regulatory 
submissions and approvals for bonus, and 
regulatory approvals for PSP to drive the 
conversion of scientific progress into 
commercial revenue over the short term 
(bonus) and the longer term (PSP). 

Together, these science measures incentivise 
innovation and sustainable success along the 
length and breadth of the pipeline, leading to 
commercial growth.

Total Revenue     
Our Total Revenue measure is included in the 
bonus and the PSP, reflecting the importance 
of incentivising sustainable growth in both the 
short and longer term.

Cash flow     
Ensures that we can sustain investment in 
our pipeline and Therapy Areas while at the 
same time meeting our capital allocation 
priorities. Cash flow is included in both the 
bonus and the PSP, ensuring a focus on both 
short and longer term cash flow generation 
and balance sheet strength.

Core EPS   
Incentivises operational efficiency and cost 
discipline, and remains a key measure of our 
profitability and a focus for our investors.

Total shareholder return (TSR) 
Assessed relative to our peer group of 
companies, the measure rewards positive 
performance that our shareholders also 
directly benefit from. This measure 
incentivises outperformance versus our peer 
group, and promotes the delivery of long-term 
sustainable returns for our shareholders.

Strategic pillar

  
People and Sustainability

 

We are committed to people and making 
a difference to society. Assessment of 
performance against this pillar is captured 
through a holistic review of each Executive 
Director’s individual performance as part of 
the final determination of annual bonus, 
including consideration of our progress 
against our ESG aspirations:

 > Continuing to make our Company a great 
place to work by delivering our inclusion 
and diversity strategy and learning and 
development programmes.

 > Ensuring we operate in the smartest way 
and increase the speed of delivery of our 
life-changing medicines to patients 
through our Future of Work strategic 
initiative.

 > Leading the way in our efforts to improve 
access to healthcare and build health 
system resilience.

Ambition Zero Carbon 
This measure incentivises the 
elimination of our Scope 1 and Scope 2 
GHG emissions through 2025 with 
targets verified in line with the science of 
climate change, where we will innovate to 
avoid, reduce and substitute to become 
zero carbon.

AstraZeneca aims to continue to deliver great 
medicines to patients while maintaining cost 
discipline and a flexible cost base, driving 
operating leverage and increased cash 
generation. To incentivise and reward delivery 
of great performance over the short and 
longer term, the Committee carefully 
considers the balance of science, financial 
and ESG measures between the annual 
bonus and PSP. 

Our focus on incentivising innovative science 
aligns with our patient-centric culture, as we 
strive to push the boundaries of science to 
deliver life-changing medicines to patients. 
The 2023 performance measures are closely 
aligned with our strategic priorities, as shown 
below.

  For more information about our strategic priorities, 
see page 14. For more information about the 2023 
performance measures, see pages 116 to 119.

Key

 Annual bonus

 PSP

 KPI

109AstraZeneca Annual Report & Form 20-F Information 2022

Corporate Governance Additional InformationFinancial StatementsStrategic Report

Directors’ Remuneration Report / How our performance measures for 2023 support the delivery of our strategy

How our performance measures for 
2023 support the delivery of our strategy

Source: AstraZeneca Annual Report, 
2022, p.109

Annual Incentive – Bonus (cash and shares)
Annual incentives are provided to Executive Directors through the bonus, with one‑third of any award deferred into shares under the 
Deferred Share Award Plan (DSA). 

The performance measures and weightings for 2022 bonuses were broadly similar to previous years but with the addition of an element 
linked to ESG performance. For 2022, 10% of the bonus pay out was assessed against a scorecard of ESG measures linked to our carbon 
footprint, the sustainability of our UK productions and commissions and progress towards our diversity goals. The balance of the award 
was linked to EBITA (60%), cash conversion (10%) and individual personal and strategic targets (20%). 

The majority of the 2022 bonus (70%) was based on the achievement of corporate and financial targets, with bonus outcomes 
determined in accordance with pre‑set target ranges. In line with the principles applied in previous years, the financial outcomes used for 
the bonus are adjusted (both positively and negatively) for certain items, such as acquisitions and currency movements to ensure a fair 
like‑for‑like comparison with the targets set at the start of the year. 

As part of the assessment of performance, the Committee also undertook a holistic review of overall performance, to ensure that 
outcomes were a fair reflection of the underlying business performance. 

The corporate and financial targets applied for 2022, together with performance against those targets and the resulting level of bonus, 
are set out in the table below. 

The adjusted EBITA targets set at the start of the year reflected considerable uncertainty in the market. During the previous year, the 
business had delivered a record result for advertising revenue; however the evolving geo‑political landscape resulted in many external 
commentators forecasting an economic downturn and a potentially significant contraction in the wider advertising market. The target 
ranges therefore needed to reflect these forecasts. The Company had also budgeted increased investment in both content and 
technology. In recognition of the external headwinds, the Committee deliberately set a broad profit range, with targets at the upper‑end 
requiring significant outperformance of expectations.

Performance required

Performance measure Weighting 20% 50% 80% 100%
Performance 

achieved
Pay‑out level 

(% of maximum)

ITV adjusted EBITA1 60% £578m £628m £678m £718m £705m 93.7

ITV cash conversion 10% 76% 80% – 85% 75% 0

1.  The ITV EBITA outcome was adjusted for translational currency movements and acquisitions not accounted for in the original target, without these adjustments, the unadjusted 
EBITA outcome was £717 million which would have resulted in a 99.5% pay‑out against this element.

2.  For the all‑employee bonus, outcomes were adjusted to exclude the impact of the unbudgeted cost of living payments. This adjustment was not applied in relation to executive 
directors.

The annual ESG targets applied for 2022, together with performance against those targets are set out below.

Social purpose goal Scorecard objectives Achievement

Net zero carbon 
emissions1

Reduce absolute scope 1 and 2 GHG emissions controlled by 
ITV by 12.6% by the end of 2022 from a 2019 base year 

Reduce absolute scope 3 GHG emissions controlled by ITV by 
7.5% by the end of 2022 from a 2019 base year

The Scope 1 and 2 GHG emissions have reduced by 36% from 
2019 to the end of 2022. See page 47 for more information. 

The scope 3 GHG emissions have reduced by 13% from 2019 to 
the end of 2022. See page 47 for more information.

100% albert 
certified2

100% certification for new programmes produced and 
commissioned in the UK (excluding acquisitions of finished 
programmes and repeats). Certification includes programme 
makers taking part in albert’s Creative Offsets initiative or 
approved equivalent to make their production carbon neutral.

In 2022 94% of the programmes produced by ITV Studios had 
albert certification, up from 84% in 2021. 42% of the shows 
commissioned by ITV had albert certification. There was good 
progress made in this area and the business continues to work 
with the albert team and wider production community to 
achieve our 100% aspiration, while recognising the challenges 
we are still facing in engaging producers. See page 47 for more 
information on delivery of climate related targets.

Increase diversity 
on and off‑screen 
by the end of 2022

To hit the following targets for representation on the senior 
leadership team, managers, all employees and those on 
screen:
• 50% Women
• 15% People of Colour
• 12% d/Deaf, disabled or neurodiverse
• 7% LGBTQ+

In 2022 good progress was made towards our all employee and 
on‑screen targets, exceeding or close to hitting targets for all 
characteristics – exceeding targets for LGBTQ+ colleagues and 
women, and increasing representation to 14.9% for People of 
Colour (from 12.1% in 2019) and 11.4% d/Deaf, disabled and 
neurodiverse colleagues (from 7.0% in 2019). Although we did 
not meet all of the stretching targets for Manager and Senior 
Leadership levels, the Committee noted the continuing work in 
this area to achieve the remaining targets.

1.  ITV emissions reduction targets and performance are validated and published as part of the Science Based Targets initiative (SBTi). Further information on ITV’s Climate Action 
targets and scope can be found at itvplc.com/social purpose and in the Social Purpose section on page 47.

2.  albert certification is an externally audited process that recognises programmes that have embedded sustainability not only within the production process but also through 
considering sustainability messaging included in programmes.

3.  On‑screen diversity is measured via Diamond, a single online system delivered through the Creative Diversity Network (CDN) and used by UK broadcasters to obtain consistent 
diversity data on UK‑originated productions they commission (https://creativediversitynetwork.com/diamond/).

 The annual ESG targets goals set out on the website www.itvplc.com.

The Committee noted the progress that had been made against our ESG targets in 2022 and agreed that based on holistic assessment 
against the balanced scorecard this element should deliver an outcome of 65% of maximum.
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Source: ITV Plc Annual Report, 2022, p.144

Incorporating ESG metrics into the executive 
remuneration framework continues to be an 
evolving trend. The most common metrics 
in annual bonuses continue to be aligned 
with social issues and focus on matters such 
as employee engagement, diversity and 
inclusion, safety and culture related matters.  

We also found that many companies reported 
on environmental metrics. This year we found 
that over 70% of our sample had ESG targets 
integrated into executive incentive plans, 
which included environmental targets often 
relating to reducing carbon emissions, and 
in some cases, reducing waste, or water and 
energy intensity. Companies that reported well 
in this area had clear linkage between climate-
related targets reported in TCFD disclosures 
and ESG targets. Where environmental metrics 
were used these were generally included in 
long-term incentive plans. 

One company noted that ESG performance 
forms part of the annual bonus, and as part 
of the consultation of its proposed policy the 
committee proposed that ESG metrics should 
be included in the LTIP, illustrating company 
remuneration committees being mindful of 
the changing market practice. Regardless, 
companies should ensure their targets are 
strategically aligned and they need to be 
reliable and credible to satisfy shareholders.

Along with the recommendation that 
such metrics be credible and achievable, 
organisations should seek to describe the 
award’s objectives and current progress towards 
them. An example is ITV plc’s annual report, 
which emphasises its annual ESG target, which 
includes a diversity goal with an explanation 
of the overall objective, and progress towards 
the goal. Within the footnotes, ITV has also 
highlighted how this goal is measured.

https://www.astrazeneca.com/content/dam/az/Investor_Relations/annual-report-2022/pdf/AstraZeneca_AR_2022.pdf#page=111
https://www.itvplc.com/~/media/Files/I/ITV-PLC/documents/reports-and-results/annual-result-2022-v2.pdf#page=146
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Purpose and values

As mentioned last year, the narrative on 
how remuneration relates to the company’s 
purpose and values should be clear and 
transparent, and we recommended that 
companies give higher quality disclosures on 
how this Principle is applied.

Our assessment this year, albeit with a different 
sample, revealed that 41 companies did not 
declare whether their remuneration was 
connected with corporate purpose. This was a 
substantial increase from last year. Furthermore, 
35 companies did not state whether their 
remuneration aligned with company values.

Where there were references to purpose and 
values, the statements remained high-level, 
and references to both were frequently found 
as boilerplate statements inside Provision 40 
statements when emphasising alignment to 
culture within the annual report, for example:

‘The remuneration arrangements we have 
put in place are clearly aligned with the 
Company’s purpose and values.’

Although such statements satisfy the 
Principle, they do not provide particular 
explanations and do not explain how the 
framework is designed to connect with 
purpose and values. Better reporters provided 
a more comprehensive, in-depth description 
of how an organisation linked its purpose and 
values with its remuneration. We would like 
to restate our main message from last year.

Recover and withhold provisions (malus 
and clawback) 

We have looked at references to recover 
and withhold provisions within company 
annual reports. Within our sample, 95 
companies highlighted that they had malus 
and clawback provisions in place, of these 95 
companies 15 did not list the circumstances 
under which the provisions applied in their 
annual report. It was encouraging to see 
most companies describe the circumstances 

in which the Provisions apply, as these often 
corresponded with the suggestions given in 
the Guidance on Board Effectiveness. 

In addition to the references to the 
circumstances under the provisions we 
did closely look at the minimum period in 
which clawback could be used. This varied 
outside of the financial institutions and 
most companies within our sample had an 
application period of two or three years. 
However, again not all companies provided 
information on the period and would instead 
use general language:

‘…recovery and withholding provisions will 
apply in line with our approved policy.’ 

To help investors and improve transparency, 
an explanation of how malus and clawback 
might be enforced adds high-quality 
information to reports.

Companies should look to provide specific 
explanations and directly refer to their 
corporate purpose and values when 
discussing their executive remuneration 
arrangements. Most of these statements 
fail to explain how the framework is 
designed to align with purpose and values, 
and what the benefits are.

Key message:  
Remuneration Arrangements

Principle P notes

 ...Executive remuneration should be aligned 
to company purpose and values, and be 
clearly linked to the successful delivery of 
the company’s long-term strategy…

https://media.frc.org.uk/documents/Guidance_on_Board_Effectiveness_MmfcOrz.pdf
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Companies should take into account the need 
of investors and set out within their reports 
how they tend to enforce malus and clawback 
in the event that the mechanism is needed. 
One example of a clear reference to clawback 
is shown here:

Reporting on engagement with the workforce

Twenty-two percent of our sample provided 
details of their workforce engagement 
mechanisms in the remuneration report 
without explaining that they engage with their 
workforce on remuneration. Often, this can 
lead to repetition with companies outlining 
their workforce engagement arrangements in 
both their stakeholder engagement section 
and in their remuneration report. Copying 
and pasting the explanation of how the 

A clawback provision applies to vested 
awards granted under the 2014 LTIP, vested 
awards under the Deferred Bonus Plan 
and annual bonuses paid previously. This 
would allow the Committee in its absolute 
discretion to claw back from individuals 
some or all of the vested awards or paid 
bonus in certain circumstances… Clawback 
will normally apply for a period of three 
years following vesting of shares/deferred 
cash bonus and/or payment of bonus, 
unless the Committee determines otherwise.

Example

We undertake an annual engagement survey, 
‘Your Voice’, in order to better understand 
the views of a wider range of employees. 
The engagement survey includes a range 
of specific questions on the Company’s pay 
practices and presents an opportunity for 
the workforce to share feedback and ask its 
own questions about employee or executive 
reward. Through the feedback from the 
engagement survey, supplemented with 
the learnings from the employee listening 
sessions, the voice of Morgan employees is 
heard at Remuneration Committee meetings. 
This enables the Remuneration Committee 
to take into account the views of employees 
when considering executive remuneration 
and the pay and employment conditions 
throughout the wider workforce. Laurence 
Mulliez, our Senior Independent Director and 

a member of the Remuneration Committee, 
attended a listening session in March 2023 
with employees on the Ignite Catalyst 
leadership programmes specifically focused 
on reward and executive remuneration. It was 
a useful session; employees were reassured 
to hear about the Board’s rigour around 
fairness for the consideration of reward for 
the Executive Directors in line with that of 
the wider workforce. In the UK, engagement 
is further facilitated by the Sharesave 
programme, which enables UK employees  
to become shareholders and provides 
them with the same voting rights as other 
shareholders in relation to resolutions for 
approval at the AGM.

Source: Morgan Advanced Materials 
Annual Report, 2022, p.102

Example

board engages with the workforce into the 
remuneration section adds unnecessary length 
to the report and little value to the reader. 
Companies should cross-reference relevant 
sections of the report to avoid repetition and 
improve readability.  

Companies that reported insightfully in this 
area included examples of the specific topics 
that they discussed with the workforce in 
relation to remuneration and have provided 
information on what issues were raised.

Only 18% of companies disclosed how they 
explained to the workforce how executive 
remuneration aligns with wider company 
pay policy, as required by Provision 41 of 
the Code. Companies that disclosed non-
compliance with this element of Provision 41 
provided weak or no explanation as to why 
they have not complied with the Provision.

https://www.morganadvancedmaterials.com/media/11899/mam_ar_2022.pdf#page=53
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This year we looked at reporting on Cyber 
and Information Technology (IT) issues for the 
first time as part of our review. Although the 
Code does not specifically ask for reporting 
on these areas, it was encouraging to see 
most companies in our sample outline the 
risks, opportunities and medium to long-term 
importance of cyber security to their business 
and market. With cyber security incidents 
on the rise globally, it is expected that the 
frequency and sophistication of these threats 
will increase in the future. 

Certain industries have already seen an 
increase in cyber attacks, in particular 
healthcare and financial services. It is, 
therefore, likely that companies will do  
more to increase their cyber resilience, 
leading to further and potentially more  
in-depth reporting. 

Cyber security risk

Roughly 85% of companies in our sample 
outlined cyber security and/or information 
technology as a principal risk, some of which 
had escalated these from emerging risks 
during the year. Often cyber security was 
classified as an operational risk. This led to 

a focus on the risk of a cyber attack and its 
effects on business operations, supply chains, 
business reputation and financial controls. 

Similarly, those that described IT as a risk 
mentioned the consequences of failing to 
understand and react to new technologies. 
They also highlighted the importance of 
maintaining a resilient IT system to guard 
against potential data breaches resulting 
in data loss, reputational damage and or 
regulatory penalties. 

Cyber security was also discussed in relation 
to other principal risks. For example, 
one company outlined reputation and 
responsibility as a standalone principal risk 
and noted the risk of serious reputational 
harm through failure to meet obligations to 
key stakeholders, including the possibility of 
breaches of customer trust. 

It is clear from our sample that cyber and 
technology issues, including ensuring cyber 
resilience, is usually addressed through the 
company’s risk functions and procedures. 
Approaches vary from standalone principal 
and emerging risks to underpinning of a 
number of different risks. The approach 

taken by companies demonstrates a flexible 
approach, recognising how these risks are 
managed, mitigated and updated through 
the internal control processes.

Cyber governance 

As part of their cyber security risk 
management and governance, many 
companies in our sample aligned their cyber 
security-related controls with the Information 
Security Forum Standard of Good Practice, 
ISO27001 and the NIST Cybersecurity 
Framework. Some companies also referred 
to their cyber security policies and disaster 
recovery plans within the Strategic Report 
under risk management, and in some cases 
under the risk and/or audit committee report. 
Further steps taken by companies to mitigate 
the risk of a cyberattack included regular 
patch testing and internal and third-party 
penetration testing of the security network 
and systems. Some companies reported 
having cyber insurance. Several companies 
also reported having cyber security 
groups/committees in place including 
sub-committees of the risk and/or audit 
committee as seen on the following page:

6. Cyber and Information Technology
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Example

Source: TBC Bank Annual Report, 2022, p.219

218 TBC BANK ANNUAL REPORT AND ACCOUNTS 2022 219TBC BANK ANNUAL REPORT AND ACCOUNTS 2022

Service contracts with TBC JSC

Vakhtang Butskhrikidze also serves as CEO of TBC JSC. Although it is not strictly required under UK law, we have 
described the service contract that the Group’s Executive Director has with TBC JSC below for completeness.

The current service agreement provides for Mr Butskhrikidze to act as CEO of TBC JSC. The service agreement 
contains non-compete and confidentiality provisions and is governed by Georgian law.

b. Letters of appointment – Non-Executive Directors

Each Non-Executive Director is required to submit himself or herself for annual re-election at the Annual General 
Meeting. The Dates of appointment with the Group for each Non-Executive Director could be found in their 
biographies on pages 152 to 156. The letters of appointment provide for a one-month notice period although the 
Group may terminate the appointment with immediate effect without notice or pay in lieu of notice if the Non-
Executive Director has committed any serious breach or non-observance of his or her obligations to the Group, is 
guilty of fraud or dishonesty, brings the Group or him/herself into disrepute or is disqualified as acting as a Non-
Executive Director, among other circumstances. Upon termination, the only remuneration a Non-Executive Director 
is entitled to is accrued fees as at the date of termination, together with reimbursement of documented incurred 
expenses incurred prior to the termination date.

Legacy arrangements 

The Remuneration Committee reserves the right to make any remuneration payments and payments for loss of office 
notwithstanding that they are not in line with the Policy set out above, where the terms of that payment were agreed 
before the Policy came into effect (including, without limitation, pursuant to awards granted before the Policy came 
into effect), or before the individual became a Director of the Group (provided the payment was not in consideration 
for the individual becoming a Director). This includes the exercise of any discretion available to the Remuneration 
Committee in connection with such payments.

Consideration of employment conditions within the Group 

The Company recognises the importance of employee engagement in setting remuneration for the Executive 
Directors, NEDs and senior management. To this end, in 2019, the Board appointed Tsira Kemularia as the designated 
Non-Executive Director to enhance the dialogue between the workforce and the Board and to further strength 
employee engagement on the topic of executive remuneration.

In accordance with prevailing commercial practice, the Remuneration Committee evaluates the compensation 
and conditions of employees of the Group in determining the Policy with respect to Executive Directors. The 
Remuneration Committee may engage external advisors to assist in analysing remuneration in the Group. Consistent 
with practice in the industry in which the Group operates, it is not the Group’s policy to consult with staff on the pay of 
its directors.

Minor changes 

The Remuneration Committee may make, without the need for shareholder approval, minor amendments to the Policy 
for administrative purposes or to take account of changes in legislation.

The Data & Technology Committee was established in 2022, and the first meeting was held in February 2022. During the year, 
the Committee set strategic technology, data and cybersecurity goals and ensured that the critical success factors of these 
are clear and transparent. Alongside this, the Committee has augmented awareness among the Supervisory Board members 
in technology, data and cybersecurity strategies, as well as assisting senior management in considering the scope of coverage 
from the subsidiary to the Group level. 

The Committee has also steered the improvement of cybersecurity resilience across the Group’s subsidiaries by unifying IT 
processes and frameworks with the common technology strategy and frameworks of the Group.   

Activities of the Committee during the year include: 

• increasing Director awareness of the data, technology and infosecurity landscape by reviewing the current position and the 
three-year Target Operating Model

• Approval of four major policies – Group Technology Policy, Group Information Security Policy, Group Global Data Protection 
Policy and the Data Governance Policy.

• recommending a three-year technology strategy for the Group and ensuring alignment with the overall business strategy 
supported through the IT Group Governance framework

• monitoring of risk metrics relating to software incidents, which led to the approval of a plan to mitigate the risks of service 
disruption 

• execution of the plan led to a significant reduction of software incidents since Q2 2022 
• undertook an analysis of technology investments and identified areas for improvement 
• Reviewed and supported the vision of future data architecture and the decision to move analytics in the cloud environment.
• Reviewed the cybersecurity systems of the Group and the state of preparedness against potential threats
• Worked jointly with the Risk Committee where overlaps exist.

In addition, the Committee undertook a deep-dive analysis of the Business Continuity Plan and Disaster Recovery capabilities 
and subsequently initiated a program focused on creating additional infrastructure for the critical systems of the Bank.   

DATA & TECHNOLOGY COMMITTEE REPORT 

Members of the Committee

• Rajeev	Sawhney*	(Chairman	of	the	Committee)	
• Eran	Klein*
• Thymios	P.	Kyriakopoulos*

The ESG and Ethics Committee was established during 2022, and the first meeting was held in March 2022. During the year, 
the Committee has supported and provided steer on the implementation of strategy, policies and programmes in relation 
to Environmental, Social and Governance (“ESG”) matters for the Group and its subsidiaries, ensuring that the Group’s ESG 
Strategy is implemented effectively, meeting the set out objectives, across all business areas. 

Activities of the Committee during the year include: 

• Review of regular updates on the ESG Strategy, the development of the ESG framework and how behavioural change was 
being achieved  

• Review of updates on the Climate Action Strategy and the requirements of the TCFD maturity map, the TCFD 
implementation road map and the TCFD Report of the Company

• Review and approval of the Sustainability Report for 2021
• Review of the Diversity, Equality and Inclusion Policy and its subsequent recommendation for Board approval 
• Set the training agenda for Ethics, ESG and Climate-related matters for 2022/23
• Review of updates on the National Bank of Georgia regulations in relation to sustainability matters 
• Review of updates on the fair treatment of customers of TBC Bank, and the policies, practices and framework of ethics and 

conduct supporting this
• Kept informed of external developments in the ESG landscape 

In addition, the Committee reviewed the regular updates on gender diversity across the Group, along with focused reports on 
the advancement and development of initiatives and programmes that have been established to increase the percentage of 
women in middle management positions. 

ESG & ETHICS COMMITTEE REPORT 

Members of the Committee

• Eran	Klein*	(Chairman	of	the	Committee)	
• Tsira	Kemularia*
• Rajeev	Sawhney*

Meeting	attendance	shown	on	page	161																			*Independent	Director

REMUNERATION COMMITTEE REPORT   CONTINUED
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https://www.tbcbankgroup.com/media/2759/tbc-annual-report-2022.pdf#page=111
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Example

Source: Vodafone Annual Report, 2022, p.5

Many companies reported that the audit 
and/or risk committee held responsibility 
for reporting to the board on cyber security. 
The following example of a company’s 
governance structure chart shows the 
different teams and committees responsible 
for the management and oversight of cyber 
security risk. In this example the director of 
the company’s cyber security, technology, 

Governance
Management
The Chief Technology Officer and Chief Network Officer are the Executive 
Committee members responsible for managing the risks associated with 
cyber threats and information security. The Cyber Security, Technology 
Assurance and Strategy (‘CTAS’) Director is responsible for managing 
and overseeing the cyber security programme on a day-to-day basis and 
reports to the Chief Technology Officer. Reporting to the CTAS Director 
are the heads of the global cyber security functions and markets or regions. 
The local cyber security leads are part of their local management teams 
and responsible for the cyber agenda in their market or region.

The Cyber Risk Council Governance meeting (‘CRC’) takes place quarterly, 
is attended by the cyber security leads from each market and function and 
is chaired by the CTAS Director. The CRC approves policies and standards, 
monitors cyber risk and threat and oversees key programmes. The CRC 
is part of a wider governance structure which includes the Technology Audit 
and Risk Committee and ultimately the Board’s Audit and Risk Committee. 
Key risk indicators (‘KRIs’) for our most important controls and our security 
baseline are reported to senior management and the Executive Committee 
every month. Examples of KRIs include the results of independent network 
testing, aged vulnerabilities, patching, hardening and endpoint security status 
and incident metrics. This reporting provides a granular view of progress and 
risk reduction. The reports also include detail on the threat landscape, policy 
and risk updates, vulnerability and incident data, and programme updates.

Board
Cyber threats and information security are a major area of focus for the 
Board’s Audit and Risk Committee and detailed updates including threat 
landscape, incidents, security position, residual risk and security strategy 
and programme progress were provided by the CTAS Director twice 
during the year, most recently in March 2023.

Several new Non-Executive Directors joined our Board over the last 12 
months and as part of their induction process, the Chair and the new Board 
members visited our global Cyber Security Centre in the UK in March 2023. 
During the visit, the Non-Executive Directors met our cyber security experts 
and learned more about our strategy, approach, and how we reduce cyber 
risk through our operating model. They also received demonstrations 
of the systems and tools used by the cyber security team.

Read more about the Audit and Risk Committee’s oversight 
of cyber security on pages 42 to 43 and 77 to 82 of our 
FY23 Annual Report

Cyber governance structure

Management structure Risk governance

Governance continued 

The governance structure chart above shows the different teams and committees responsible for the management and oversight of cyber security risk 
at Vodafone. The white boxes in the top right of each red box indicate the typical frequency of cyber security updates provided to that particular team or 
committee during the year.

The Cyber Security, Technology Assurance and Strategy (‘CTAS’) Director is responsible for managing and overseeing the cyber security programme on 
a day-to-day basis. Board-level committees provide effective oversight and review of processes to identify, manage and mitigate cyber security risk. 

Board Audit & Risk Committee (‘ARC’)

Updated via ARC Twice in FY23

Group Risk & Compliance CommitteeExecutive Committee

Monthly As required

Technology Audit & Risk CommitteeTechnology leadership team

2-3 times per month Quarterly

Cyber Risk Council (includes all  
market & entity Heads of Cyber)CTAS leadership team

Weekly Quarterly

Introduction Strategy EventsRisk management5 Vodafone Group Plc  
Cyber Security Factsheet 2023 Governance

assurance and strategy leadership team is 
responsible for managing and overseeing the 
cyber security programme on a day-to-day 
basis and reports to the Chief Technology 
Officer (CTO).

In many instances, the audit and/or risk 
committees information came from the risk 
owners including the Chief Information Security 
Officer (CISO), CTO, and in some instances, the 
CFO. We also found that throughout the year, 
cyber security was the subject of a deep-dive 
session between the board, the audit and/or 
risk committee, and the relevant officer. These 
deep-dive sessions looked at areas including 
data privacy, operational resilience, cyber risk 
and data infrastructure. 

Culture

Most companies mentioned that cyber security 
training was mandatory for all employees. 
It was good to see many companies also 
report that continuous awareness campaigns 

‘The Audit Committee has recommended we 
increase our focus on cyber and data security 
through our internal and external audits and in 
Board-level discussion. We received our latest 
update in January 2023, during which our Group 
CISO set out the overall cybersecurity strategy, 
and our Group CTO gave a presentation on key 
cyber and technical security issues, including 
the results of a cybersecurity survey we 
conducted with our customers.’ 

Source: Bytes Technology Annual 
Report, 2022, p.75

Example

https://online.flippingbook.com/link/516156/5/
https://www.bytesplc.com/application/files/9716/8684/6441/BTG_Annual_Report_and_Accounts_FY23.pdf#page=77
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including simulated phishing attacks were 
carried out throughout the year. In addition, 
one company held an information security 
week to raise awareness among employees.

Twelve companies in our sample mentioned 
that board training in 2022 included sessions 
on cyber security. These sessions, which were 
carried out throughout the year, included 
training on technology and enterprise 
risk as well as cloud strategy – risks and 
opportunities. One company also reported 
that as part of the induction programme, 
board members met with the CISO to discuss 
cyber risk and the digital safety programme. 

Board expertise

Almost all companies reported having access 
to relevant expertise relating to either cyber 
security or technology whether it be a board 
member with specified skills or through 
training. As mentioned earlier boards should 
be comfortable understanding cyber risks 
within the organisation and how they are 
managed. Please see the National Cyber 
Security Centre’s Cyber Security Toolkit for 
Boards for further information.

Cyber breach

Two companies in our sample from the 
engineering and manufacturing sector 
suffered a disruptive attack in 2022/23. 
For one company the preventative and 
mitigation defences in place, including 
robust system and data recovery plans 
meant that operations were quickly restored. 
The other company was able to limit the 
damage through rapid compartmentalisation 
of the network. 

While another two companies reported a 
cyber-related incident in previous years, 
it was good to see that they had taken 
further steps to mitigate the risk of one 
happening again. This information was 
mostly reported in the Strategic Report under 
risk management, although one company 
mentioned it in the CEO’s review.

Example

Source: Airtel Africa Annual Report, 2022, p.40

Artificial Intelligence 

Roughly 49% of companies mentioned artificial 
intelligence (AI) in their reports, a few of which 
outlined the accelerated progression of AI as an 
emerging risk. Most companies discussed AI in the 
context of their business operations, although limited 
detail was given at this stage. Some companies did, 
however, note the ethics of AI and the associated risks. 

We did not see any discussion of how the board 
was notified or had oversight of the use of AI 
within the company, or their approach to using AI. 

It is important that boards have a clear view of the 
responsible development and use of AI within the 
company and the governance around it. Boards 
should consider the potential of AI as well as risks 
– including risks to people and wider society. This 
requires boards to increase their knowledge on 
AI, whether it be through training or tapping into 
management and external expertise. 

‘Some emerging risks also present 
opportunities that we are actively addressing 
and responding to. For example…
the accelerated progression of artificial 
intelligence, which has the potential to support 
the development of our digital services but also 
to disrupt aspects of the publishing industry.’
Source: Informa Annual Report, 2022, p.62

Example

https://www.ncsc.gov.uk/files/NCSC_Cyber-Security-Board-Toolkit.pdf
https://www.ncsc.gov.uk/files/NCSC_Cyber-Security-Board-Toolkit.pdf
https://airtel.africa/assets/pdf/annual-report/Airtel_Africa_Annual_Report_FY_2022_2023.pdf#page=42
https://www.informa.com/globalassets/documents/investor-relations/2023/informa-annual-report-2022.pdf#page=64
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