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Over the last 12 months, corporate failures, culture, trust, 
reputation, stakeholder transparency, increasing regulation 
and fines continue to take centre stage. 
Connected to all these elements is the role governance plays 
in ensuring not just suitable compliance but how it combines 
with integrity and values to actively deliver strategy and 
sustainable results.
Against this backdrop the government has embarked on a 
consultation process to thoroughly review the UK Corporate 
Governance Code (The Code) with a view to effecting any 
change within the next 12 months.

Sector Highlights
The UK’s smaller listed telecoms sector had a mixed 
year. Companies continued to implement a variety of 
strategies ranging from an ongoing focus on fixed network 
infrastructure (through acquisitions and roll-outs) to 
developing capability higher-up the protocol stack. A number 
of companies continued to pursue their roll-up strategies.

Regulatory Overview
Regulatory matters impacted the sector, although arguably 
in a more positive way than experienced by many of the 
larger listed telcos, where a number of fines were levied 
for data breaches and other failures to meet statutory 
requirements.

Governance Overview
Fines and other corporate failings (not just in the Telecoms 
Sector) act to undermine public trust in business and as a 
result, the government has initiated a consultation on ways 
to improve the Corporate Governance framework. 
Similarly the FRC has initiated a review of the Corporate 
Governance code and will be updating its Guidance on 
Board Effectiveness. 

“Not being able to govern events, I govern myself”
Michel de Montaigne, 1533 - 1592

Given Grant Thornton’s Governance Institute experience 
in benchmarking FTSE 350 companies for the last 15 
years, we have become a strategic stakeholder to both the 
government and the FRC and have contributed (and will 
continue to do so) to important discussion on both counts. 

Key Telecoms Governance Insights
Benchmarking against our in-house governance data, we 
have reviewed AIM listed Telecoms companies. Compliance 
is measured against the UK Corporate Governance Code 
under the “comply or explain” principle, and we have 
applied our analytical methodology to assess the quality 
of explanations, across the five principles of governance – 
Leadership, Effectiveness, Accountability, Remuneration and 
Relations with Shareholders. 
AIM listed companies are not required to comply with the 
UK Corporate Governance Code – as a result, when AIM 
company governance structures are compared against 
FTSE 350, they tend to be significantly below average. AIM 
listed companies also tend not to be as big or complicated 
as Main Listed companies and so will require less  
developed governance structures. However, for those 
companies that want to improve their governance structures, 
we have provided some highlights below and further insights 
overleaf

• 57% of the sampled AIM listed Telecoms companies fully 
complied with The Code

• The average AIM Telecoms board had 10% female 
representation –which is far below the FTSE listed Telecoms 
companies (19%) and the FTSE 350 average (20%)

• Whilst the composition of the board should not be 
manipulated to satisfy quotas, diverse boards provide 
variations of thought and bring a range of different skills 
that enhance governance.



AIM Telecoms Companies Comparison

Leadership
Leadership relates to the ability of the 
board to set the ‘tone from the top‘, 
and to articulate a clear strategy, and 
define the desired culture and values.
We assess leadership by examining 
15 independent factors such as the 
quality of narrative reporting on the 
organisation’s culture and values; 
strategy and strategic risks; as well as 
business model. We look particularly 
at the board leadership, the Chair’s 
statements and their personal 
commentary on governance. 
Best practice examples from other 
sectors and/or those that outperformed 
provide increased high quality 
discussion of culture and values and 
how the board promotes and embed 
these values. This shows effective 
leadership as the tone is set from  
the top.

Effectiveness
Effectiveness relates to the ability 
of an organisation to demonstrate 
governance arrangements that 
reflect the changing needs of the 
organisation. 
We assess effectiveness by looking at 
52 factors including the composition 
of the board; how the board evaluates 
its effectiveness and reports on 
internal and external reviews; new 
appointments, induction and training, 
and succession planning; as well as the 
quality of discussions about how the 
board operates. 
Best practice in the peer set and in 
other sectors demonstrates significant 
consideration of matters of succession 
planning and induction/training of  
new directors.

Accountability
Accountability relates to the board’s 
ability to ensure it presents a fair, 
balanced and understandable 
assessment of the company’s position 
and prospects. 
We look at 85 different factors 
regarding disclosures such as the 
company business model; the work 
of the audit committee; and how the 
board reports on the long and short-
term viability of the company.  
We also examine companies’ risk 
management, internal control systems, 
and their reporting on external 
assurance providers.
Out-performing peers provide more 
information about how they assess 
the effectiveness of internal controls, 
specifying outcomes and any specific 
weaknesses that could stop them 
achieving strategic objectives.

AIM Telecoms Governance Profile
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For further sectors 
insights
Please see reverse and for our 
annual FTSE 350 Corporate 
Governance Review please visit 
www.grantthornton.co.uk/
governancematters

If you would like to understand 
more about our methodology 
or discuss your Governance 
structures, get in touch.

Remuneration
Remuneration relates to the board’s 
ability to design and implement 
remuneration policies that promote 
long-term success of the company. 
We assess 21 different factors 
including elements such as CEO’s 
minimum shareholding requirements; 
annual bonus and LTIP policies; how 
transparent remuneration policies are 
and the extent to which remuneration is 
performance-related.
Best practice examples from the 
highest scoring Telecoms companies 
highlights Remuneration policies that 
are linked not only to financial KPIs 
but also various long-term strategic, 
personal and environmental KPIs. 

Relations with Shareholders
Relations with Shareholders assesses 
the clarity and transparency 
around the board’s communication 
with owners, investors and other 
stakeholders. This should inform, offer 
assurance and accountability, and 
show how the board is seeking to 
challenge and act on feedback. 
We look at seven factors on how the 
 board demonstrates the steps taken  
to understand the views of  
major shareholders.
The Code suggests that the  
board should report steps it has taken 
to ensure the members, especially the 
non-executives, understand the views 
of major shareholders.
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