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Introduction
A good annual report gives the reader a broad understanding
of the organisation, provides an insight into how it operates
and helps build stakeholder trust. To add real value, front-end
reporting should not only disclose governance processes but
also show how governance activities underpin the effective
execution of strategy.
As part of our annual review of FTSE 350 corporate governance
practices, we undertake a detailed page-by-page review
of their annual reports, assessing them against over 180
indicators and enabling us to make an objective analysis
of current practices and trends in front–end reporting.
This assessment reveals areas of non-compliance with the
UK Corporate Governance Code (the Code) and other
governance-related regulations. It also highlights areas of
limited disclosure and the use of generic text (‘boilerplating’) so
putting the spotlight on potential areas of weakness or concern
for investors or other interested parties looking to understand
the companies’ governance practices.
Building on our sixteen years of experience reviewing annual
reports, we have produced this reporting toolkit to help
companies avoid boilerplating and improve disclosure, thereby
helping build stakeholder confidence. The toolkit sets out the
steps that any company can take to deliver its key messages
and to demonstrate the effectiveness of leadership, the value
of internal culture and the resilience of the business model.
It suggests key questions to consider when writing the report
and best practice tips on what investors and other stakeholders
are looking for.
The toolkit consists of eleven sections covering areas that we
have identified as requiring more attention. Drafted from the
perspective of a company with a premium listing on the main
market, it is also a useful resource for smaller listed companies,
be they on the London Stock Exchange or AIM, as well as
large private companies and other organisations who want to
improve their governance reporting.

Our key recommendations for good reporting
• focus on what the purpose of the proposed disclosure is and
test against what is presently said
• don’t just list what the company, board and its committees
are supposed to do, explain what they actually have done.
• add real-life examples and mini case studies
• don’t disclose processes in isolation; show how they link to
other company practices and where those are discussed in
the annual report
• remember the investors are as interested in what you will do,
as they are in what you have done, so set targets and then
report against them next year.

About this toolkit
The reporting toolkit combines the disclosure
requirements of the 2016 Code with the narrative
reporting requirements set out in the Companies Act
2006. At the beginning of each section, we include key
highlights of FTSE 350 best practice as identified in our
2017 Corporate Governance Review. This toolkit is best
used during the report writing process or to review your
current annual report to help inform thinking for future
reporting. We have included a self-assessment column to
allow you to quickly assess your reporting on a scale of
1–5, as follows:
1 No disclosure
2 Basic disclosure – limited to basic statements
3 General – disclosure that is descriptive but not specific
to the organisation
4 Good – good level of detail specific to the organisation
5 Detailed and informative insight, clears links to other
sections/issues in the report
As a general guide, any area that scores below
four indicates the need for potential improvement or
further discussion.
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1. Business model
FTSE 350 Corporate Governance Review best practice findings

62% comply with all strategic
report requirements, but just
14% provide high-quality,
informative insights

80% provide good or
detailed insights about
their business model

73% link their business
model to strategy

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Overview

Investors consider business model reporting
fundamental to their analysis and
understanding of the organisation and the key
aspects of its competitive advantage.

Provide the outline of the business model
close to the front of the annual report as it
will give context to other information.

1 2 3 4 5

How much information can be disclosed?
While investors are looking for sufficient
information to understand what differentiates
the company, such disclosure might be
commercially sensitive: a good balance is
required. Consider if your disclosure is subject
to the Companies Act’s safe harbour under
section 463.
Clear articulation of how the organisation’s
purpose is connected to the business model
is key.
Did you gain feedback on the initial draft from
the CEO? This helps to make the disclosure
more insightful.
What?

Are you able to articulate what the
organisation actually does and what its
position is in the value chain?

Use detailed, clear narrative. Include an
infographic/illustration and consider how
it can be utilised to signpost content in
the report.
Articulate the purpose beyond profits and
consider who is impacted by them. An
increasing number of businesses recognise
that business success, stakeholder impact
and societal progress go hand in hand1.
Indicate what role the organisational
culture plays in the business model;
how it connects in the business model
through values and, if relevant, how it
is incorporated into acquired or new
businesses.
Explain what product(s) or service(s) the
organisation provides to the market.

1 2 3 4 5

Summarise the key market and customer
categories.

1. Shaping a vibrant economy – A blueprint for the UK http://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/documents/shaping-vibrant-economy-blueprint-for-theuk.pdf page 9
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Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

How?

Have you explained how the organisation
creates value? How does the company drive
sustainable value for wider stakeholder
groups?

Include explanation of the legal structure,
key divisions and their contribution.
Explain each significant business model
together with capital/asset allocation and
investment plans.

1 2 3 4 5

Identify where in the business cycle
shareholder value is generated.
If the organisation operates more than
one distinct business model, ensure clarity
regarding the rationale for having the different
businesses within one organisation.

Show key inputs: assets, liabilities,
resources and relationships (including
financial, manufactured, intellectual,
natural, social and human) and what the
company does to enhance them, including
any ongoing research and development.

Focus on how the organisation operates in
terms of values and strategic framework.

Mention key dependencies, eg licences,
and direct business model threats.
Describe key activities, what the key
revenue and profit drivers are, and how
they support liquidity. Comment on
the sustainability of the organisation’s
business model.
Use KPIs/other statistics in relation
to brand, research, staff, efficiency,
etc, where relevant, to support your
explanation, including ROE, ROCE,
or ROA and non-financial indicators.
Explain how the business impacts
different stakeholder groups, eg saving
lives, improving quality of life, supporting
economic development, education or
communities. Include other positive and
negative business model side impacts,
eg waste, contribution to local economy
through taxes, job creation, people
development.

Strategic view
and consistency

How does the business model unlock the
organisation’s strategy? What else may be
required for that? What are the key threats
there?

Show consistency between the business
model and linkage between strategic
objectives, values, KPIs, principal risks and
remuneration. Rather than referencing
page numbers or repeating headings of
other sections, incorporate these elements
in a meaningful way to achieve a natural
linkage through the strategic report
(consider signposting).

1 2 3 4 5

The long-term viability reporting should
also reflect the business model.
Link the business model to other sections
of the annual report, such as board
composition, employee disclosures,
or main income statement items.
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2. KPIs
FTSE 350 Corporate Governance Review best practice findings

61% connect strategic
priorities and KPIs in their
strategic report but only
20% include clear linkage to
executive remuneration

On average companies cite
9.5 KPIs: 5 financial and
4.5 non-financial

57% provide informative
KPI disclosures

Shareholders’ funds – such as
shareholder return, dividend
per share and return on
equity – are most commonly
disclosed KPIs

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Description and
calculation

Consider a wide range of measures relevant to
the development, performance or position of
the organisation, including non-financial, eg
environmental and employees matters.

Include a mixture of financial and nonfinancial KPIs around or after strategy
disclosure.

1 2 3 4 5

Among those, choose only key measures that
provide an indication of the strategic progress
and success. On average, the FTSE 350
disclose 9.5 KPIs.
How does your KPIs selection compare to key
competitors?

Show how each KPI is calculated, and
what has and hasn’t been included in
this calculation. This could also include
changes in the calculation methods used
compared to previous financial years,
the source of underlying data and any
significant assumptions made.

Ensure that the KPIs reflect the way that the
board manages the organisation’s business.
Consider key Alternative Performance
Measures but ensure balance with statutory or
reconciled statutory figures.
Linkage and
relevance

Can you map the organisation’s KPIs to
strategic objectives?
Consider why these are the most relevant
indicators, and how they relate to the strategic
objectives, business model and executive
remuneration.
Ensure that strategic relevance of nonfinancial KPIs is clearly articulated.
Do you disclose all key measures that you
monitor internally apart from commercially
sensitive data?
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Demonstrate connectivity between
the KPIs, business model, strategy and
principal risks.
Rather than referencing page numbers,
incorporate these elements in a meaningful
way to achieve a natural linkage through
the strategic report. Use graphics/
visualisation where relevant.
Provide some commentary explaining the
performance against each KPI.
Where one KPI is linked to more than
one strategic objectives, add supporting
narrative about its relevance.

1 2 3 4 5

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Consistency and
comparison

Assess this year’s results compared to last
year’s performance; what factors have driven
the change, and whether this is in line with
directors’ expectation.

Show this year’s results alongside at least
one historic comparator.

1 2 3 4 5

Ensure there is consistency in the presentation
of KPIs.
Targets

Identify the desired performance of each KPI,
and when management believe that target
can be achieved.

Include some discussion about
performance relative to prior periods and
to stated targets. Explain any significant
changes from last year.
Disclose future targets for each KPI and
their timeline.

1 2 3 4 5

Consider overall performance in the context of
this journey not just the yearly achievements.
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3. Principal risks
FTSE 350 Corporate Governance Review best practice findings

27% do not consider
technology to be a significant
risk to their business

59% connect strategic
priorities and risks in their
strategic report

33% now provide detailed
accounts of their principal
risks

The average number of
principal risks reported
remains constant at 11

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Description and
categorisation

Take into account the full range of business
risks, including those that are non-financial.

Include a dedicated section on the
organisation’s principal risks in the
strategic report. This is best placed after
the business model and strategy.

1 2 3 4 5

Give special consideration to long-term risks,
especially if there are any arising from climate
change and changing technology. How do
you respond to cyber threats and toughening
of data protection regulation?
Principal risks are those that are material
to the development, performance, position
or future prospects of the organisation. On
average, companies disclose between 8-13
risks2. Consider if you may benefit from a
fresh review of what constitutes a principal
risk.

Provide sufficient detail to ensure the
description of the risks is specific and
tailored. If risk or uncertainty is generic or
affects the wider market, the description
should make clear how it might affect the
organisation specifically.
Explain how each risk could affect the
business, for instance in the case of cybercrime a loss of sensitive data could lead
to a lack of customer confidence,
remediation costs and heavy fines.
Include key factors contributing to each
risk to facilitate understanding.

Linkage

Consider how the principal risks relate to the
business model and strategy, and how they
impact on strategic decisions made in the
year.
Assess whether risk management is embedded
in operational activities or only seen as a
mandatory compliance activity.
Ensure there is connectivity and consistency
between the principal risks, longer-term
viability statement and risk management
disclosure in the corporate governance
section.
Assess the period over which principal risks
may crystallise and take this into account
when discussing the organisation’s viability.

2. Grant Thornton Corporate Governance Review 2017
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Show consistency between the business
model, strategy and principal risks.
Rather than referencing page numbers,
incorporate these elements in a meaningful
way to achieve a natural linkage through
the strategic report.
Establish the best way to show the
complete picture: use graphics, sign
posts, references or summaries to link
the principal risks to other sections of the
annual report, such as risk management
and internal controls or viability statement,
if details are provided elsewhere.
Link this disclosure to activities undertaken
to embed risk into operational activities
and how monitored (normally disclosed in
corporate governance report).

1 2 3 4 5

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Priority, impact
and likelihood

Investors seek to understand the priority
placed by the directors on each principal risk
as it provides insight into their judgement.

Provide a short description and
quantification of the potential impact
of each risk.

1 2 3 4 5

Imagine a number of scenarios under which
principal risks might crystallise and then
stress test them against available responses to
determine probability of outcomes.

Risk ‘heat maps’ can help to show the
combination of impact and likelihood of
principal risks. You may want to consider
including heat maps that show the risks
before and after mitigating controls.
If the viability statement uses a time frame
shorter than that over which risks may
crystallise, explain the potential impact
of these longer-term risks on the entity’s
viability.

Key risk
indicators

Assess the organisation’s risk appetite in
terms of the tolerance it is willing to accept in
relation to each principal risk, and determine
against what measures it is monitored to give
early signal of increasing risk exposure.

No need to go into details and numbers,
but include a couple of potential events
that may harm the organisation’s viability
and disclose sensitivity.

1 2 3 4 5

Mitigation

Think about suitability and effectiveness of
processes the organisation has in place to
actively manage and mitigate principal risks.

Provide a high-level explanation of the
mitigating activities for each of the
principal risks.

1 2 3 4 5

Include time frames, risk owners (eg
relevant committee) and consider making
references to outcomes of past activities.
Change in
the year

Does the business monitor risks on a regular
time frame?

Highlight significant changes in the
assessment of principal risks, including
the introduction of new risks. Provide an
explanation if a risk is no longer considered
a ‘principal’ risk.

1 2 3 4 5

Show risks movements on the ‘heat map’.
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4. Viability statement
FTSE 350 Corporate Governance Review best practice findings

All but one of the
FTSE 350 deliver a viability
statement but 51% give little
insight and only 6% cover all
areas in the guidance

81% of companies
assess their viability over a
three-year period

75% put the viability
statement in the strategic
report, next to the risk
disclosures

Fifty-seven businesses
consider four to six year periods

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Positioning

Consider if your statement is subject to
the Companies Act’s safe harbour under
section 463.

Include or reference the viability statement
in the strategic report or directors’ report.

1 2 3 4 5

Methodology and
accountability

Remember that it is a two-stage process:
assessment of the prospects and
consideration of the organisation’s viability.

The disclosure should clearly differentiate
between the assessment of prospects and
the assessment of viability.

1 2 3 4 5

Consider how the underlying analysis was
performed, who is responsible for the process
and what are the accountability lines.

Provide high-level insight into the
approach taken to develop the statement,
background processes and detail of how
the board came to its conclusions.

The process may involve: the chief finance
officer, company secretary, financial
controller, head of risk, head of business
planning, treasury manager, head of investor
relations, the audit committee.

Report details of the people or roles
involved in the process, and demonstrate
ownership and accountability over the
process.

Meetings with major investors and analysts
may help inform the process.
The board should confirm whether they
believe the assessment is robust in order to
reflect accountability to stakeholders.
Time period

Agree a specific and definite period
significantly longer than 12 months, as
investors are interested in consideration of
longer time horizons.
The time frame should be relevant to your
organisation to match the duration and
board thinking around the long-term planning
and business lifecycle. Also, investors value
directors making it clear how they have
considered other factors, including strategic
planning, product and investment cycle.
The time period should be re-assessed
annually in light of developments.
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Include a clear rationale for choice
of time frame.
Show how this statement is specific to
the organisation by making reference to
the business model, strategy and
investment cycle.

1 2 3 4 5

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Risks and
stress testing

The board should base the statement on a
robust assessment of key risks – particularly
those that threaten their day-to-day
operations and the organisation’s existence.
Consider their mitigation, and what approach
has been taken to qualifying the impact of
these risks, and their likelihood.

Avoid simply repeating risk disclosures, but
ensure risk is at the heart of the statement
and is focused on a few principal risks.

1 2 3 4 5

Model a number of scenarios, assess their
likely outcomes and stress test for sensitivity to
all key variables to explore the organisation’s
resilience over the long-term.

Include discussion on each of the specific
modelled scenarios and, where possible,
quantified impacts, outcomes, specific
mitigating or remedial actions and any
reverse stress testing performed.

Differentiate between major qualifications and
assumptions made. There are likely to be more
assumptions than qualifications.

Provide qualifications and assumptions
that are specific to the organisation.

Qualifications
and assumptions

Ensure that qualifications and assumptions
are specific to the company and include
not only financing factors, but also those
related to the organisation or industry-specific
matters.

Explain what could cause the risks to
crystallise, the likely impact and how this
could be mitigated or managed.

1 2 3 4 5

Include only matters that are likely to
arise and have a significant impact on the
organisation.
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5. Culture
FTSE 350 Corporate Governance Review best practice findings

39% provide insightful
disclosures on culture
with almost two thirds
communicating their values

Only 29% of CEOs
discuss culture

56% of chairs discuss
culture and values in their
annual report

53% made some attempt to
disclose how they measure
and monitor culture in their
organisations

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Setting the tone
from the top

The board and management are responsible
for setting the ‘tone from the top’. This means
understanding and articulating the desired
culture of the organisation and beholding to it
in their own working practices and interactions
with the organisation.

Chairs should discuss the organisation’s
culture both in their opening statement to
the annual report and their introduction to
the governance report.

1 2 3 4 5

Behaviours that the organisation encourages
should be consistent with the organisation’s
purpose, values, strategy and business model
– why the organisation exists beyond financial
gain and what it is there to do.
The organisation’s values should support
the achievement of this purpose. The chief
executive has the most influence over culture
throughout an organisation.
Focus on culture continuously, not just in times
of crisis.
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Ensure that there is consistency between
the chief executive and chair’s views
on culture within the annual report, to
demonstrate leadership and tone from
the top.
While culture should be discussed
particularly in these statements, it should
also be clearly articulated throughout the
annual report and demonstrated via the
connectivity of the business model.
Show how the organisation’s values align
with its purpose and strategic objectives.

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Embedding

Think how the organisation is embedding
values and capturing behaviours at every level
of an organisation:
• align the recruitment process with the
organisation’s culture and values, at
employee and board level
• incentivise desired behaviours through
reward
• embed strategy and values within HR policies
and performance appraisals
• deliver the board’s message through
training and consistent internal and external
communication
• culture should be consistent with risk
management or internal control systems
• consider how middle management should be
involved in the process.

Highlight the link between the
organisation’s purpose, strategy, values,
KPIs, business model, risks and reward,
and show how these act as embedders of
culture.

1 2 3 4 5

Discuss how the board’s and the
organisation’s culture is integrated in
recruitment and reward, and connect
it within the nominations, audit and
remuneration committee reporting.
Culture should be referred to in risk
management disclosures, and reference to
internal controls.
Show how culture and behaviours are
embedded via training and other activities,
such as culture change programmes.
Consider including case studies
demonstrating great behaviours by
employees, including engagement with
customers and suppliers, innovation or
CSR-related issues.

Monitoring

The board is responsible for assessing the
culture of the organisation and ensuring the
culture supports strategy. Boards should give
careful thought as to how culture is assessed
and reported on, to enable them to challenge
the executive on culture.
Devote sufficient time and resources to
evaluating and monitoring culture, to ensure
that the report provides clarity that:
• senior management are clear and supportive
of the culture
• values are well defined and understood at
all levels
• actions and behaviours at different levels of
the firm are in line with culture.

Explain how the board gets assurance
that behaviours and values throughout the
organisation are in line with the culture.

1 2 3 4 5

Show how culture is considered when
assessing the effectiveness of risk
management and internal control systems.
Disclose some practical illustrations and
numerical metrics, such as employee
turnover or how the organisation gauges
effectiveness of the culture programmes.
It is important to show how those indicators
are relevant for the organisation and what
it wants to achieve.

Commentary on culture should consider
quantitative and qualitative information
gathered from different sources, rather
than relying on one measure and tracking
over time.

Reporting toolkit: building stakeholder confidence 12

6. Shareholder relations
FTSE 350 Corporate Governance Review best practice findings

Only 33% provide informative
explanations of how they work
to understand shareholders’
views – down 22% in two years

40% provide specific
information about direct,
face-to-face communication
between shareholders
and directors

13% report that the chair,
or other members of the
remuneration committee, had
shareholder meetings

16% say their SIDs met
with major shareholders

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Calendar

Summarise the shareholder engagement
programme for the past year and planned
engagement events for the upcoming year.

Where possible, include the financial
reporting calendar and any upcoming
events.

1 2 3 4 5

Methods

Take time to reassess how the organisation
engages with shareholders:
• How is information communicated?
• How is participation encouraged?
• How often?

Provide details on day-to-day processes
and interactions that take place outside
the planned programme of events.

1 2 3 4 5

Consider who is engaged in the dialogue, and
who should be engaged.

Disclose roles of individuals involved as
well as explaining the role of the investor
relations team.

People engaged

The Code requires the chair to discuss
governance and strategy with major
shareholders. The senior independent director
(SID) should meet a sufficient range of major
shareholders in order to develop a balanced
understanding of their issues and concerns
and other non-executive directors should be
available for meetings.
Ensure committee chairs engage on important
issues related to their areas of responsibility.
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Identify all forms of engagement
throughout the year – the annual report,
other reports, formal presentations,
AGM, conferences, surveys of
shareholders’ opinions, meetings with
brokers and analysts.

State the timing and rationale for
chair-attended meetings, and include
information on how the chief executive,
company secretary, SIDs, chairs of
committees or other directors engaged
with shareholders.

1 2 3 4 5

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Key features/
topics of
engagement

Assess feedback from shareholders regarding
specific issues, including how this is collected
and achieved.

Report on key issues that investors raised
and were invited to engage on.

1 2 3 4 5

Consider the organisation’s compliance
with the Code and if any deviations were
discussed with shareholders.

Outcomes
and other
considerations

Reassess the board’s understanding of
shareholder concerns and if those issues are
being allocated sufficient time in
board meetings.
Does the explanation of shareholder
engagement add to the reader’s
understanding?
When appropriate, consider changes in the
investor profile: geographic split, investment
rationale and whether there are unintended
consequences for the organisation.

Disclose how many meetings took place,
which directors were engaged and what
issues were discussed.
Reference how previous matters
were resolved.
Provide details on the feedback and any
outcomes arising.

1 2 3 4 5

Explain if any actions/decisions were
taken as a result of board/management
consideration and how the shareholders
were made aware of the outcomes.
Include specific reference to any
significant votes against a resolution
at a general meeting and follow up
consultations/feedback outcomes.
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7. Stakeholder engagement
FTSE 350 Corporate Governance Review best practice findings

77 companies mention
employee surveys in their
annual report

One company has an
employee representative on
the board and another has
an NED with responsibility for
employee engagement

Elements/
content

Things to consider

Reporting tips

Overview

In line with section 172 of the Companies
Act 2006, determine how best to ensure that
the board’s decision-making processes give
appropriate consideration to the impact
of their activities and decisions on key
stakeholders.

Incorporate the outcomes of engagement
into the organisation’s reporting on
its business model and governance
arrangements.

Key stakeholders

Perform a mapping exercise to identify
and prioritise the organisation’s stakeholders.

The table format is a clear and concise
way of presenting this information.

Identify the issues or activities with the most
material impact on key stakeholders.

Alternatively, consider a matrix showing
the assessment of impact and materiality.
Outline the process you went through in
order to make this assessment.

Reassess the impact and materiality of
different stakeholder groups as business
priorities change.
Engagement
mechanisms

Identify if the board or organisation wants to
establish a regular dialogue with a particular
group of stakeholders or just enlist their views
in tackling a specific issue. The purpose of the
engagement should dictate what forms and
frequency are most appropriate.
Choose methods that are most likely to secure
the desired participation: a forum or panel,
surveys, social media, bespoke engagement
programmes on specific issues, site visits,
comment boxes, email equivalents, etc.
Consider if any of the following forms
are suitable for improving employees
engagement: appointment of a designated
non-executive director, a formal employee
advisory council or a director from the
workforce.
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How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

1 2 3 4 5

Comment whether the stakeholder mix has
changed during the year.
Provide details how each key stakeholder
group is engaged and frequency of
such engagement: what mechanisms
are normally used for each of the key
stakeholder groups and how the board
approaches one-off engagements on
specific events.
If there is a stakeholder panel, one or more
directors from the workforce or directors
representing the views of the organisation’s
employees, describe the process for their
appointment and responsibilities/reporting
lines.

1 2 3 4 5

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Outcomes and
impacts

Ensure that the board receives sufficient
and timely feedback on the outcome of key
engagements.

Specify the key issues raised by
stakeholders and how the organisation has
responded.

1 2 3 4 5

Explain concisely how the board receives
input and information from stakeholder
engagement and how it influenced their
decision-making.
Use signposting and consistent
quantitative data, eg data from staff or
customer engagement surveys, relevant
metrics or KPIs to support the narrative.
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8. Board matters
FTSE 350 Corporate Governance Review best practice findings

The average number of
directors on main boards
has remained fairly
constant at eight

36% provide good detail
around their directors’ skills
and experience

73% report IT and technology
risks, half of those don’t
disclose having technology
expertise on their boards

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Powers and
responsibilities of
the board

Assess the board and committee structure.
Is there clarity over powers and authorities
retained by the board, and those delegated to
management?

Include organisation-specific information
about differentiation between roles and
responsibilities of chair, SID and CEO.

1 2 3 4 5

How does information feed from top
level management to the board and its
committees?
Consider what the organisation stands
for. What is it seeking to achieve? What
impact does it want to have? What are the
aspirations? It will help to inform a clear
understanding of how the board needs to
operate and prepare for the future.

Board activities
throughout the
year

What activities and priorities has the board
been addressing throughout the year? How do
these tie into achieving strategic aims?
The board should be working together to
guide the organisation strategically, challenge
and hold the executives to account and assess
their performance, as well as offer support.

17 Reporting toolkit: building stakeholder confidence

Provide information about the
differentiation of the roles and
responsibilities of the executive directors
and non-executive directors, including
decision-making differences.
Provide explanation of the organisation’s
reporting lines and monitoring structures,
and how they are embedded within the
organisation.
Consider including a statement
demonstrating that there is a link between
the board’s governance practices and the
organisation’s culture and values.
Outline the key tasks/matters considered
by the board during the year, and the key
priorities for the next year. This should be
clearly connected to strategy and strategic
goals of the business.
Use a table to outline how often the board
meets and who attends each meeting,
both of the board as a whole and
committees.

1 2 3 4 5

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Board
composition

Is there a clear division of responsibilities
between the leadership of the board and the
executive leadership of the organisation’s
business?

Use the report to outline how this balance
is achieved. Identify all executive and nonexecutive directors; chair and SID. Mention
who is company secretary.

1 2 3 4 5

The board should have an appropriate
balance of executives and non-executives,
and particularly, independent non-executive
directors.

Best disclosures include infographics on
executive and non-executive directors,
independence, tenure, gender split, age,
nationalities – choosing the metrics that
are most relevant to stakeholders.

Assess whether at least half of the board
(excluding the chair) comprise non-executive
directors determined by the board to
be independent.
Evaluate how non-executive directors’
contribution to the board is maximised, and
how it relates specifically to the organisation
and its strategy.
Assess the current range of experience on the
board, identify what each director brings to
the board and if there are any skill gaps.

Disclose specifics around independence in
terms of character and judgement, where
relevant, recognise any issues which may
affect independence.
If the board deems a director independent
despite not meeting the criteria set by the
Code, explain which criteria aren’t met
and how they are considered independent.
Disclose how any potential risks are
mitigated (eg the director does not
participate in certain votes or discussions).
Information on directors should be
relevant and valuable, connected to the
organisation’s strategy, and easy to
understand for the reader.
Provide information on board members
skills and experience. This could
include education, experiences, skills,
qualifications, prior and current board
appointments. Avoid simply listing each
director’s CV; instead, highlight how
their skills and experience bring value to
strategy. Link it to succession planning, key
risks, and the organisation’s strategy.
Disclose external appointments of all
directors with the reasons for their
approval.
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9. Board induction 		
and development
FTSE 350 Corporate Governance Review best practice findings

36% give good or detailed
insight into their board
induction and training

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Director
induction

Ensure that there is a plan for director
induction for new appointments. This should
be specific to the organisation and relevant
for supporting the director to deliver their
duties.

If a director or directors have been
appointed during the year, outline the
specific induction the director has received,
and demonstrate how this is aligned to the
specific needs of the director, and relevant
to the organisation.

1 2 3 4 5

Be creative about the format this can take,
combining a range of induction processes,
such as formal and informal training sessions,
site visits, briefings, shareholder meetings, etc.

Director training
and development

Ensure that director training is addressed
throughout the year.
Think about tailoring training needs to each
director based on their experience and
skills, how they align with the organisation’s
strategy and how they can be addressed.

Make it specific to the organisation and the
director; avoid generic disclosures.
If no director has been appointed, outline
what is included in the director’s induction
process and what form this takes.
Specify how on-going training needs are
identified, and indicate what training has
been provided during the year and/or
will be provided next year. Explain how it
links back to the strategy and/or business
model.
Show connectivity between board
evaluation (external or internal) and
training.
The best disclosures include case studies
along with the details on all other events
and trainings.
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1 2 3 4 5

10. Board effectiveness 		
review
FTSE 350 Corporate Governance Review best practice findings

41% provide insightful
explanations of how their
board, committees and
directors are formally
evaluated annually

47% provide oversight around
the outputs and actions
arising from the
board evaluation

60% of all external
evaluations are being
conducted by just four firms

39% had an externallyfacilitated board
evaluation last year

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Methods

Use board evaluation as an opportunity to
identify areas of excellence and improvement
in line with strategic goals.

The description of evaluation should
explain the mechanism and/or approach
used for board evaluation (eg surveys,
face-to-face interviews, external facilitation)
and the criteria for assessment.

1 2 3 4 5

Outline the key findings and outcomes.

1 2 3 4 5

Whether conducting an internal or external
review, it should cover (but not be limited to):
• relevance of the mix of skills, experience,
knowledge and diversity on the board, in
the context of the challenges facing the
organisation
• the working relationship between key board
members, particularly chair/CEO, chair/SID,
chair/company secretary and executive/
non-executive
• effectiveness of individual non-executive and
executive directors
• effectiveness of board committees, and how
they are connected with the main board
• performance evaluation of the chair by the
non-executive directors led by the SID.
Outcomes

Did the chair act on the results of the
evaluation?
Produce a clear plan for addressing areas
of improvement, including actions planned,
timescales, and connection to board training
and development and succession planning,
where appropriate.

Do not include only a general statement
that the board operates effectively. Show
that sufficient value is placed on the
evaluation process and be specific and
honest about the outcomes, areas of
excellence and areas of improvement.
Identify the outcomes, actions taken and
their timeline. Best practice reporting
also makes reference to previous years’
evaluations and demonstrates how the
board have met previous actions.
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Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

External
evaluation

Board evaluations should be externally
facilitated triennially, in line with the Code.

Provide the name and details of an
independent organisation if board
evaluation was externally facilitated, and
an explanation as to why this organisation
was chosen. Consider using a different
evaluator to previously, to get a different
viewpoint.

1 2 3 4 5

Agree with an external evaluator what
information on evaluation outcomes should be
disclosed. Consider having a follow-up with
the external evaluator to discuss the progress
on agreed outcomes.
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If the organisation is covered by the Code
and you do not conduct a triennial board
evaluation, state your non-compliance and
provide the reason why: the timing may be
unsuitable for the board, for example.

11. Nomination committee
FTSE 350 Corporate Governance Review best practice findings

46% provide good or detailed
descriptions of the nomination
committee’s work

In the FTSE 100 overall,
26% of board roles are
filled by women

Only 14% provide genuine
insight into their succession
planning

87% mention aspects of
boardroom diversity other
than gender

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Personal
introduction

The nomination committee chair should
personally introduce a separate section
within the annual report – as is more
commonly provided for the remuneration
and audit committees. The introduction is
the opportunity for the chair to demonstrate
accountability, to express a personal opinion
and communicate with stakeholders.

Commentary should be personalised,
detailed and specific to the organisation,
outlining key highlights or areas of focus
for the committee. This introduction can
include the personal opinion of the chair,
and explain why the actions taken by the
committee are appropriate, and in the
interest of shareholders.

1 2 3 4 5

Work of the
committee

How does the committee approach board
composition, board appointments and
succession planning?

Ensure the report covers policies,
responsibilities, actions that have occurred
throughout the year, as well as providing
commentary that relates to strategy.

1 2 3 4 5

Establish how the responsibilities and actions
of the committee align to the organisation’s
needs and strategy, and to the interests of
shareholders, and how they support the work
of the board.
Include a high-level overview of key
responsibilities and activities of the committee.
Although the work of the committee centres
primarily on new director appointments, this
should also include short, medium and longterm succession planning, and ensuring the
board has the relevant skills and experience
mix to carry out its duties effectively.

Refer to any key events or changes that
occurred during the year.
Clear disclosures often include a timeline
of meetings and key activities during the
year.
Make reference to the committee’s terms of
reference and where they can be found.
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Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Board
appointments

Board appointments should be conducted
in a formal, rigorous and transparent way,
with due regard to strategy and diversity.
The Code states that either open advertising
or search firms should be used in all
appointments.

Good reporting in this area demonstrates
accountability – providing explanation
as to how the committee came to their
decisions.

1 2 3 4 5

Establish and articulate how the board
appointment process promotes effective
governance, and supports the delivery of the
organisation’s strategy.
Ensure there is a clear process of how
potential directors are identified, evaluated
and appointed. Consider if the current rate of
diversity in appointments is sufficient to meet
any diversity targets.

Provide a description of the board
appointment process. Outline the steps of
the process, including:
• the reason for recruiting a new director
• skills and experience that were sought
• the process of seeking and shortlisting
candidates.
State whether or not an external search
firm was used, if so, which one was used,
and how and why that search firm was
chosen.
If no search firm was used, the report
should provide explanation as to how
directors were identified.
If no appointments were made through the
year, outline the committee’s policies on
appointments.

Board
composition,
independence
and diversity

The board should establish the appropriate
balance of skills, experience, independence
and knowledge. The nominations committee
should identify how this was evaluated and
what conclusions were made.
Have you established the organisation’s policy
on diversity? How does diversity support
the organisation in meeting its strategic
objectives? This may include diversity of
gender, nationality, ethnicity, age, social
and professional background, culture, and
personal attitudes.
All directors should be subject to annual
re-election. Any non-executive director’s term
beyond six years should be subject to rigorous
review, and should take into account the need
for progressive refreshing of the board.

23 Reporting toolkit: building stakeholder confidence

The best organisations use infographics
which clearly map the skills, experience
and diversity of board members to
organisation’s strategic needs.
Include any measurable objectives/targets
in relation to the diversity policy for the
board and senior management (such as
the Parker review into Ethnic diversity on
boards, or the Hampton Alexander Review),
and progress made. It should be also linked
to succession planning.

1 2 3 4 5

Elements/
content

Things to consider

Reporting tips

How well do you
disclose it?
(1 – no disclosure;
5 – detailed information)

Succession
Planning

The board should satisfy itself that plans
are in place for orderly succession for
appointments to the board and to senior
management.

Separate out short, mid and long-term
succession planning.

1 2 3 4 5

Greater attention should be paid to the female
pipeline and organisation’s diversity targets.
Consider if there is a shortage of women in
senior roles. Think how the organisation can
develop talented women more effectively
and encourage more of them to take up
operational roles.
The process of new appointments should be
continuous and proactive, not just reactive.

Include reference to executive pipeline
and how the organisation develops its
employees.
Link the perceived needs of the board
composition to strategic priorities. This
area could also include a cross-reference
to board evaluation, to demonstrate how
the committee identifies gaps in the skills or
experience mix of the board.
Refer to diversity as a factor in succession
planning – this should include balance and
diversity of gender and other demographic
traits, as well as skills, experience,
knowledge and independence.
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Reporting toolkit: building
stakeholder confidence

Reporting toolkit:
building stakeholder
confidence

Advising on governance

1

Corporate
reputation

When is it relevant – Perceived value
gap between company, investors and
stakeholders
Value add to client – Independent
investor and stakeholder relations
advisory services to company
management

2

Governance
diagnostics

When is it relevant – Organisations
wish to understand whether existing
governance arrangements reflect
good practice
Value add to client – Detailed and
insightful comparison to a database of
peers and sectors

Types of solutions enabled
with management
• Tailored investor and stakeholder
relations training
• Capital markets perception audit –
investors focus, analysts and press
if required
• Refine investment case and investor
toolkit materials
• Investor and stakeholder reporting and
communications
• Shareholder and debt holder register
analysis (targeting, access and
roadshow management worldwide)

Types of solutions enabled
with management
• Benchmark reporting to market good
practices
• Identification of areas to enable more
effective oversight and messaging
• Development of implementation plans
and change programmes
• Peer and sector comparison

4

5

Strategic sustainable
reporting

When is it relevant – Performance is
focused on short term or unbalanced
targets

Leadership
and culture

3

Governance
renewal

When is it relevant – Occurrence of a
significant change event has occurred
(growth, takeover, fraud) leading to a
governance framework that is no longer
fit for purpose
Value add to client – Facilitation, design
and implementation of corporate
frameworks to support value creation
Types of solutions enabled
with management
• Alignment, design and integration of
governance framework with strategy
• Development and strengthening of
governance frameworks, policies and
procedures
• Group risk appetite identification
and embedding
• Internal control reviews and redesign
• Internal audit effectiveness reviews
• Restructuring and implementation
of performance and incentivisation
measures

6

Board
evaluation

When is it relevant – Alignment of culture
and strategy to realise corporate purpose

When is it relevant – Assessment of
existing board or committee practices

Value add to client – Ensures that
performance and reporting is aligned to
sustainable, long term value creation

Value add to client – Value can be
protected and enabled when values
and behaviours are embedded into all
systems and processes

Value add to client – External assessment
of board structure, capability and
function

Types of solutions enabled
with management
• Review of and advice on front end
reporting
• Alignment and integration of internal
KPI reporting with strategy
• Creation of CSR/ESG reporting
methodology
• Non-financial reporting assurance

Types of solutions enabled
with management
• Cultural audit and monitoring
• High potential assessment and
development programmes
• Executive and board level coaching
• Alignment and communication of
reward mechanisms with purpose
and strategy

Types of solutions enabled
with management
• Board effectiveness review
• Committee effectiveness reviews
• Committee structure and terms of
reference design
• MI quality and effectiveness
assessments
• Succession planning through
alignment of existing skill set with
long term needs
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