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Introduction

Introduction

2019/20 annual reports and accounts
(ARAs) were set to be characterised by
first-time implementation of the revised
UK Corporate Governance Code (the 2018
Code) and by compliance with the new
Companies (Miscellaneous Reporting)
Regulations 2018 (MRR). These place
significant new requirements on companies,
and their repercussions stretch beyond just
reporting: in order to report meaningfully
under these, companies had to revise their
underlying processes.

Acid Test
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Then came the COVID-19 outbreak, introducing

an extra, unexpected dimension which has tested
corporate governance and reporting frameworks

in new ways. It has forced companies into action,
bringing purpose, culture and stakeholders — all new
aspects of the 2018 Code - to the fore.

From intent to action

From our review this year, FTSE 350 companies have
made a good start at implementing the changes, but
more is needed to turn the dial from intent to action.
Florence Nightingale thought that “feelings waste
themselves in words; they ought all to be distilled into
actions which bring results”. | find this particularly
poignant at the current time. It not only resonates
with the global response to the pandemic, but also
aligns with our view that reporting should not be
solely focused on the processes a company has in
place or its good intentions: it needs to give real
insight into the actions taken, as evidenced by the
outcomes that have been achieved.

UK companies began feeling the impact of the
pandemic by early March, just as the December 2019
year-end reporters were starting to publish their
ARAs. Our review of FTSE 350 reporting this year
therefore includes a number of March and April 2020
ARAs, to provide insight on how companies were
initially responding to the crisis. The crisis has tested,
for example, how boards have been discharging their
duties under section 172 of the Companies Act 2006
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(s172) at a time when many have faced difficult
decisions involving trade-offs between competing
interests — the impact on their stakeholders, long-term
success and reputation. Companies are already being
judged on their actions. If they can report now in a
transparent and balanced way, this will stand them in
good stead during any post-COVID-19 analysis.

We see such transparent and balanced corporate
reporting as a vital cog — alongside governance and
stewardship — in the accountability framework needed
to build and maintain trust in business. It is one of the
key mechanisms by which investors and significant
stakeholders hold directors to account. The ARA
remains a pivotal document to enable this.

Stakeholder dimensions and
the need for comparability

As well as investors, other stakeholders are seeking
increased corporate accountability too. The tragic
events leading up to the Black Lives Matter movement
have shaken up the social and business landscape.
Employees want their companies to be candid about
their current diversity status and to take concrete
actions to improve it. Public reporting — and the ability
to hold companies to account based on that reporting
—is important for achieving momentum and progress,
as demonstrated by the substantial strides made in
improving gender diversity on boards.

Introduction
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The report and accounts provide fundamental assured
information which underpins the contract between
the shareholders and the directors of a company —
the importance of which is evidenced by a formal

vote of approval at the General Meeting.

As asset owners, asset managers and society at large
turn their attention to a wider definition of long-
term sustainability, the role of the ARA will become
more vital than ever. The report will need to adapt to
provide a compelling narrative which can inform a
genuine understanding of purpose and sustainability
that extends beyond financial characteristics.”

Andy Griffiths, Executive Director, The Investor Forum
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The demand for multi-stakeholder, non-financial

reporting creates a new challenge — the need for clear,
comparable metrics. At present, the environmental, social
and governance (ESG) reporting arena is supported by

Trust in business relies numerous — sometimes competing — frameworks. Greater
Stewardship upon an effective comparability would help users of reports to understand
accountability a company's relative ESG performance better and hold
The safe investment framework boards to account. | hope there will be some settlement
of capital to create on commonly accepted frameworks, as has happened
sustainable value for in climate change reporting through the Task Force on
the long-term Climate-related Financial Disclosures (TCFD). This is why
the World Economic Forum'’s International Business
Council project on developing core metrics related to

EY is part of, is so important (see more on page 57).

/ Governance the UN Sustainable Development Goals (SDGs), which

The system by which

Reporting companies are directed Change ahead
and controlled
Officially promoted and The Financial Reporting Council's (FRC) Future of Corporate
documented communication Reporting Project may also drive change in this area. In the
from companies intended to report due to be published for consultation in the autumn,
provide a comprehensive the FRC is seeking to present a new corporate reporting
picture of their model that moves away from the focus on a single user -

performance and the shareholder — and a single document such as the ARA,
position to '”te"_eSted in order to meet the information needs of a wider variety

external parties of stakeholders via a network of reports. Given this likely
direction of travel, our view is that the importance of the
s172 statement will only grow. It has the potential to be
the cornerstone of reporting — providing an opportunity for
a company to distil its key messages and to highlight the
connectivity within its network of reports.
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Various regulatory reforms still in play may bring yet further
enhancements. The Brydon Review's proposal* for directors to
publish an annual public interest statement couldn’t be more timely:
COVID-19 has been a real test case for what it means for companies
to act in the public interest.

It also proposes a resilience statement to replace the current going
concern and viability statements. While much criticism has been
levelled at viability statements, COVID-19 has resulted in companies
including welcome detail about scenarios and stress testing. In our
view,this has created a new benchmark from which to build

any new frameworks to report a resilience statement.

Change in the governance and reporting arena and adapting to

it seems to be set as a constant fixture for some years to come.

But there is also benefit in regulators adopting a cohesive and
phased approach to allow companies to emerge from the aftermath
of COVID-19, learn from the existing round of reporting and,

where appropriate, co-develop the new requirements to allow for
meaningful, outcome-oriented reporting.

| hope that those involved in preparing ARAs will find this publication
useful in achieving this objective. In line with previous years, we
have kept it practical by including insights and guidance not only

on disclosure requirements, but also on underlying governance
processes. Your feedback is welcome.

Mala Shah-Coulon, EY UK,
Head of Corporate Governance

t Assess, assure and inform improving audit quality and effectiveness, report of
the independent review into the quality and effectiveness of audit, Sir Donald
Brydon CBE, December 2019.

Introduction Acid Test

Key Themes

Appendices




Acid test

Our acid test — created six years ago and
reqularly updated — is a practical tool for
preparers and boards looking to ensure

the narrative within the ARA covers the

key gualitative aspects of leading practice.

In light of the COVID-19 crisis, we supplemented
it to cover matters that we believe boards and
management should address in the narrative
within their ARA to explain the impact of the
crisis on the company and its response. Points
related to COVID-19 have been highlighted

by yellow side bars.

Throughout this publication we provide further insight to a
number of these topics.

Introduction Acid Test
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Purpose, strategy and culture

» What is the company's purpose? Does it explain
why the company exists and how it contributes to
wider society?

» How are some of the difficult decisions the board
has made/will make aligned to the company’s
purpose? Are there any that may challenge the
company's purpose in the long term?

» Has the company's purpose remained relevant or
has this pandemic indicated that the board may
need to reconsider it?

» Does the company'’s purpose clearly inform
its strategy?

» What are the company’s strategic objectives?
Are they clear and measurable?

» How has (or will) the pandemic impacted the
company's strategic direction? What do you expect
the longer-term impact of COVID-19 to be on your
business?

» How does the board make decisions regarding
how capital is allocated across the short and long-
term priorities? For example, capital investments,
research & development (R&D), pensions and
shareholder distributions.

» How are decisions around capital allocation being
impacted by COVID-197 Have you articulated the
longer-term consequences of these decisions?
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» Which aspects of the company’s culture are critical
to the operation of the business model and/or the
delivery of its strategy?

» How does the board measure and monitor the
extent to which the culture is embedded?
How has the board adapted its approach to such
monitoring given remote working?

Business model

» How does the company make money?

» What are the company’s key inputs, processes and
outputs (for shareholders and other stakeholders)?

» What are the company's competitive advantages
and how are these sustained over time?

» How are the company's key tangible and intangible
assets engaged in the process of value creation?

» How does the business model help deliver the
strategy and how is it different from others in
the sector?

» How is the company adapting its normal ways of
operating to ensure it remains solvent in the short
term and viable and sustainable in the medium to
long term?

» How are customer needs and priorities changing
in light of COVID-19 and how is the company
responding? Have new upside opportunities arisen
as aresult of COVID-19 (e.qg., e-commerce growth)
and how has management capitalised on these?

Introduction

» How are the company's competitive advantages
being impacted by COVID-197 How is the
competitive landscape changing?

Key performance
indicators (KPIs)

» What are the key metrics the board uses to
measure progress against its strategic objectives?
Are these leading indicators which truly measure
performance against strategy over the long term
rather than just output measures?

» How has the company performed against its
metrics over time and how has this influenced the
remuneration of senior executives?

» Are alternative performance measures (APMs) and
exceptional items clearly defined and explained?
Is the audit committee satisfied that they have
been used in a manner that reflects a fair and
balanced view of the performance and position of
the business?

» Which new metrics (if any) have been established
to assess performance during this crisis?

» Where costs have been apportioned to a
COVID-19 related exceptional item, is this objective
and reliable?

Acid Test
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Risk appetite and principal risks

» What levels of risk is the board willing to take in
pursuit of its strategy and how is this monitored by
the board?

» Has the board's risk appetite for certain principal
risks reduced as a result of COVID-197 If so, what
additional mitigating measures are being taken?

» What are the principal risks to the successful
delivery of the strategy and operation of the
business model?

How has the board's assessment of principal risks
evolved in light of COVID-197?

» What are the risks that pose the greatest threat
to the viability of the company i.e., solvency and
liquidity risks?

» How, specifically might these manifest in the
company as opposed to generically in the sector?
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Risk management and
internal control disclosures

» How are the principal and emerging risks mitigated
and controlled by the company's systems of internal
controls and risks management and how does the
board monitor these controls?

» What did the board’s review of the effectiveness of
these systems and controls encompass and what
were the findings?

» Has the board identified significant failings or
weaknesses and is it clear what actions have
been or will be taken to address these failings or
weaknesses?

» What has the current crisis taught management
about its risk identification and management
processes? What adaptations have been made e.g.,
seeking additional assurance, increasing scope of
monitoring etc.?

» What enhancements and changes have been made
(or will be) in internal controls resulting from the
pandemic and new ways of working? Consider
the resilience and security of the IT environment
in particular.

Introduction

Viability statement

>
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Over what timeframe has the board considered
the viability of the company and why? How has
the period been rationalised especially where the
company is making investment decisions over
longer periods?

How confident is the board on maintaining the
previous timeframe to assess the viability of the
company? Is the level of uncertainty so high, that
the period should be reduced?

What process did the board use to assess viability?
Given the pandemic, how did the board'’s
involvement in the assessment process change?

Does the board understand which, if any, severe
but plausible risks (or combination of risks) would
threaten the viability of the company and has
appropriate disclosure been provided?

What specific scenario and sensitivity testing has
been performed on the model(s) supporting the
viability statement and what was the outcome of
this testing?

How have the viability scenarios from previous
years changed to reflect COVID-19?

What assurance did the board obtain over relevant
elements (e.q., stress testing)?

What assumptions and caveats did the board use
in reaching its conclusion, for example around
expected operational restrictions, ability to meet
debt covenants or assumed duration of COVID-19
crisis etc.?

Key Themes

» What is the board's view of the longer-term
prospects of the company beyond the period of the
viability statement?

Stakeholder engagement
and s172

» Are the key stakeholders of the company
clearly identified?

» How did the board seek to understand the views
of and seek input from both shareholders and
stakeholders during the year?
How are management and the board adapting their
engagement strategy in light of the crisis?

» How is the board engaging with the workforce
during the period of remote working?

» Does the board articulate the feedback received
from such interactions and any actions taken?
How has the board had regard to these groups in
the principal decisions they made?

» How is COVID-19 influencing the views/priorities
of key stakeholders and how is the board factoring
these in to its approach on decision making, its
consideration of stakeholder outcomes and its
efforts to mitigate/minimise adverse consequences
for stakeholders?
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Governance » How is board committee composition and
succession planning being managed, giving due

» What did the board and its committees actually regard to the evolving strategy of the company,

do in the year to govern the company - what skills, experience, diversity and tenure?
specific governance issues arose and how were » Have any lessons been learnt regarding the
they addressed? different skill sets required to govern effectively
What issues have taken precedence given the crisis? through the crisis? How is the nomination
» What, if any, changes were made to governance committee considering these in future succession
arrangements during the year and why? planning? \
How has the board adapted its way of working to » How is the board considering the potential impact of
govern and communicate effectively in the year? COVID-19 on the implementation of remuneration

policies and executive remuneration in the year?

» How is the board being kept updated on both
the changing regulatory framework as well as the
various temporary measures and relaxations that
regulators have extended so as to oversee and
monitor the company's compliance with these?

» What areas for improvement were identified from
the board and committee evaluations and what
progress was made against actions from the
previous evaluations?

» What additional work has the audit committee
done to address the key areas of judgement
(in light of COVID-19) in the financial statements
e.g., impairment, valuations, going concern?
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Meaningful

reporting

From intent to action

Making balanced and transparent disclosures and using the ARA as a pivotal document to
make commitments and track the progress against those over time is key.

1 2

Shift the focus of
disclosures from process
towards outcomes.

Follow up on commitments
made in the previous year's
ARA. Set and use financial
and non-financial targets
and metrics to measure
progress against the
commitments made.

Introduction
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3

Challenge whether the

ARA is fair, balanced and
understandable (FBU) based
ON your experience as a
board member or member of
the management team. Does
it paint the same picture of
the company you discussed
in the boardroom? Be open
about what did not go
according to plan, as well as
what did.

Key Themes

Reminder — The 2018 Code (page 2) emphasises

the importance of reporting meaningfully, avoiding
boilerplate statements and instead disclosing how the
Principles have been applied, the action that has been
taken and the resulting outcomes using signposting
and cross-referencing where relevant. This should
help investors to evaluate a company's governance
practices.

What do we mean by
meaningful reporting?

Meaningful reporting cuts to the heart of the concept
of ‘from intent to action’. It is about following up on
commitments — demonstrating that they were more
than signals of good intentions and have been carried
forward throughout the year. It links to the concept
of FBU in encouraging an open and honest account of

Appendices
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the year in review. It reflects the reporting
journey companies have been on — moving from
process descriptions towards more outcome-
orientated disclosures.

This year presented a good opportunity for
companies to rethink their reporting in light of the
2018 Code and the MRR. Some companies did take
that opportunity. We particularly noticed some
improvements in the reporting of KPIs and examples
of thoughtful reporting, such as the inclusion of
relevant and linked case studies within the narrative.

In 2020/21, reporters will face a further challenge of
having to discuss the impact of COVID-19 at a time
when the full impact is not yet known. The FRC has
been clear that this is not a reason to avoid reporting
on it. According to the FRC's Chief Executive, Sir

Jon Thompson: “Reporting where outcomes are
uncertain is difficult, but we expect companies to rise
to the challenge to avoid situations where helpful
information could have been in the public domain and
was not.”? Even where previous commitments cannot
be met or are no longer feasible, it is important for
companies to be consistent and refer to them with

an adequate rationale for any new approach e.qg.,
dividend decisions that don't align with a previously
disclosed dividend policy or changes to the business
model or strategy.

Introduction

2 COVID-19 - Resources, action, the future: Reporting in times of uncertainty, Financial Reporting Lab, FRC, June 2020.

Compliance with the 2018 Code

When it published the 2018 Code, the FRC was keen
to re-emphasise the requirement within the 2018
Code and the Listing Rules to apply the Principles
of the 2018 Code rather than simply comply with its
Provisions alone in a strict ‘tick box" manner.

Most companies provide little evidence of how they
applied the Principles — perhaps in part due to the
conceptual and behavioural nature of some of them.
In the absence of illustrative disclosures or worked
examples, companies find it challenging to report

in a manner that would enable shareholders to
evaluate how these Principles have been applied.

As a result, companies end up repeating the Principles
as statements of fact. Examples of Principles that are
challenging to report against include the following:

» Principle A — A successful company is led by an
effective and entrepreneurial board, whose role is
to promote the long-term sustainable success of the
company, generating value for shareholders and
contributing to wider society.

» Principle B (second sentence) — All directors must
act with integrity, lead by example and promote the
desired culture.

» Principle F (second sentence) — They (the
chair) should demonstrate objective judgement
throughout their tenure and promote a culture of
openness and debate.

Acid Test
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Figure 1: Derwent London pic, ARA 2019, page 102
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Some companies, such as Derwent London plc
(Figure 1), indicate how they have applied the
Principles by using the 2018 Code to structure their
ARA's governance section, and by linking the Code's
Principles to the relevant parts of the governance
section and the Strategic Report. InterContinental
Hotels Group plc (ARA 2019, page 94) provides a
clear overview and uses signposting to demonstrate
where disclosures relating to each Principle are
located within the report.

Compliance with the Provisions

Compliance with the 2018 Code

61%

comply with every
Provision of the
2018 Code

comply with all
but one Provision
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When the FRC published the 2018 Code, it recognised Table 1: Rate of non-compliance with 2018 Code Provisions
that companies had largely been trying to comply with
all the Provisions in a tick-box manner, rather than

face the challenge of explaining their rationale for any

Provision Description % of companies
that do not comply

non-compliance. This was partially driven by proxies 38 Pension contribution rates aligned with 9
and the behaviour of some investors, who have been those available to the workforce

criticised in the past for automatically penalising 19 Chair tenure 8
companies that didn't comply with every Provision.

Companies still seem largely focused on meeting all 11 At least half the board should be 6
the Provisions of the 2018 Code: 80% of our sample independent

complied with all but one of the Provisions. This seems 32 Remuneration committee independence 6

high in the first year of applying the 2018 Code's

new requirements, especially when these involve 9 Chair not independent upon appointment 6
not just changes to reporting, but most importantly 36 Remuneration schemes promoting long- 5
implementing the underlying governance mechanisms term shareholdings
< and processes as a basis upon which to report. ) >
41 Engagement with the workforce to 4

As shown in Table 1, most of the Provisions that
companies did not comply with were newly introduced
in the 2018 Code, with companies explaining their
plans for compliance in the following year.

explain the alignment between executive
remuneration and company pay policy

Introduction Acid Test Key Themes Appendices



However, it is important to remember that full
compliance with the Provisions has never been the
objective of UK corporate governance codes. Since its
publication, the FRC has been reminding companies
that: “Full strict compliance has never been the aim,
nor has it reflected the spirit, of the Code due to

the ‘comply or explain’ approach on the Provisions.
Detailed and comprehensive explanations offer

the reader a greater insight into how the company
operates."3

DS Smith plc (ARA 2020, page 65) shows
understanding of the FRC's approach in a section
called ‘Governance in action'. It states: “In the
introduction to the Code the FRC recognises that
high-quality reporting on the Provisions of the Code
may include an explanation of how the spirit of the
Principles has been applied, which in some cases may
be by a different route from that suggested in the
Code's Provisions... in three specific instances, our
approach to the Provisions differs from the Code’s.”

We also observed some good explanations for specific
cases of non-compliance. For example, Rolls Royce
Holdings plc (Figure 2) provides a convincing and
detailed explanation, giving readers clear insight into
the situation at hand and the reasons behind the
actions taken.

Figure 2: Rolls Royce Holdings plc, ARA 2019, pages 59 and 60

3 Annual review of the UK Corporate Governance Code, FRC , January 2020.
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Board developments

We are very sorry that Ruth Cairnie stepped
down from the Board at the end of 2019 to
allow her more time to focus on her other
commitments, following her appointment as
chair of Babcock International Group PLC.
Following Ruth’s departure, Irene Dorner was
appointed as Chairman of the Remuneration
Committee, with effect from 1 January 2020.
While we note the Code requirement that
remuneration committee chairs should have
served on a remuneration committee for at
least 12 months prior to their appointment,
we have every confidence that Irene has the
appropriate experience and skills to carry out
the role. She formally joined the
Remuneration Committee on 1 August 2019.
Irene is Employee Champion on the Board,
a role she has held for three years. Her role
on the Audit Committee over the last four
years gives her excellent insights into the
financial performance measures and targets
for the long and short-term incentive
schemes. She has also attended six
Remuneration Committee meetings since

Key Themes

joining the Board and is therefore familiar
with the discussions and workings of the
Committee. Irene also has experience of HR
in her executive career having spent two
years as general manager, human resources
for a UK unionised workforce of 55,000 at
HSBC. Irene joined Ruth to consult with
shareholders on the remuneration policy
that will be voted on by shareholders at the
2020 AGM and both attended the joint
briefing during the year on wider workforce
engagement (see page 86). Irene stepped
down from the Audit Committee in
December 2019.

Ruth’s unexpected departure from the
Board temporarily left us short of our own
Board diversity targets. However, | am
pleased that we have recently announced
the appointment of Dame Angela Strank,
currently chief scientist and head of
downstream technology at BP and a
member of their executive management
team. Dame Angela will join our Board

on 1 May 2020.
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Discussions and decisions

Reviewed and approved the Helping
Britain Prosper Plan

Discussed conduct, culture and values
- culture dashboard and change
managemant

Received reports en respensible business
including on climate change matters and
sustainability

Link

Introduction

Reviewed and approved the Group's
diversity policy

Link bl
Considered updates on workforee
engagement
rities &
Considered updates on proposed
new Remuneration Policy
inktos a ]
Discussed the Group's performance
against customer dashboard
(]
Di d ir i
outcomes from strategic transformation
plan (GSR3)
ik te ®
Discussed how the Group supports
vulnerable customers and customers
in financial difficulty
L ]
Discussed the annual raview of customar
conduct framework and risk
.F 7 g
Deap dive on strong customar
authentication
®
Deap dive on Open Banking
g . S ED
ind for the

P
fair treatment of customer complaints and
remediation

Figure 3: Lloyds Banking Group plc, ARA 2019, pages 72 and 73

Deep dive on data ethics

FINANCIAL

Approved the 2019 budget

Discussed the regular finance report,

capital and liquidity

Reviewed and approved income
statement, draft results and pr

GOVERNANCE AND STAKEHOLDERS

Considered an update on the
implermentation of the Group's ring-fencing
maodil

Di n

of Board eff
reviow and agreed actions arising from it

to analysts

Reviewed and approved funding and
liquidity plans and capital plan

Approved the payment of final and interim
dividends
Link

Approved the launch of a share
buyback programme and its subsequent
curtailment as conditions changed

Approved the payment of quarterly
dividends

S
Considered updatas on structural hedging

strategy & Group Corporate Treasury’s
regular management information report

Received an annual update on pension
scheme valuations

Discussed GSR3 and four year
operating plan

Reviewed and approved Basel Pillar 3

Reviewed and approved Annual Report
and Form 20-F

Reviewed and approved Group treasury
plan 2020
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Approved AGM documentation and
received update on vating

i ] and app ] the corp
governance framework

Reviewsd and approved various Group
policies including the signing authorities,
and Board and GEC dealing policy

L k) d 5

Considered updated Board skills matrix

Considered reviews of Chairman's fee
{without Chairman present) and MNen-
Executive Directors’ fees (with Non-
Executive Directors abstaining)

Reviewed and approved going concerm
and viability statement

Discussed update on Banking Standards
Board 2018 survey
Lin sl

Approved Board and Board Committee
appointments

Considerad Board, Board Committee
and Executive succession plans

REGULATORY

Approved attestation of ring-fencing
compliance
Link

Received updates on the Senior Manager
and Certification Regime

RISK MANAGEMENT

Reviewed and approved PRA stress
testing results.
Link keh

Reviewed and approved the risk
managemant framework
ko stake g

Approved annual review of Group
ring-fencing policy

STRATEGY

Two strategy away days to review the
progress in implementing the Group's
strategy

Deep dive on data and machine
imtelligence progranmme

Deep dive on Open Banking and on strong
customer identification
Lin

® 00

Considered and approved large
transactions and contracts

Considered the Group's EU exit preparations
Link i priorities ]
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Bringing governance to
life through reporting

Promisingly, we observed many companies making
improvements to and innovating in their reporting

this year. However, while progress continues to be
made in the strategic report, governance reporting
mostly remains ‘boilerplate’ and the area most ripe for
improvement. This seems like a missed opportunity.
Applying the new requirements of the 2018 Code
could have led to more thoughtful reporting.

A good way to do this is by removing many of the
boilerplate process descriptions and replacing them
with details about the actions taken in the year by
the board (as outlined in the Derwent London plc
example earlier). Information required by law can be
moved to the back of the governance section so as
not to interrupt the narrative. Lloyds Banking Group
plc (Figure 3) provides a really clear overview of the
board's focus in the year. It demonstrates the breadth
of the board'’s role, the topics discussed and how they
link to stakeholders and the strategy.

Bunzl plc (ARA 2019, pages 70 and 71) uses case
studies to illustrate ‘The board in action’, including
coverage of the board's overseas trips and the
new CFO's induction. When used appropriately,
case studies can be a great way of shifting focus
from intent to action by bringing descriptions of
what happened to life. However, there has to be
substance over form - case studies need to be

Introduction

used in a meaningful way to add detail and colour

to reporting topics. BP plc (ARA 2019, pages 25-

31) does this with case studies linked to each of its
strategic priorities. Drax Group plc (ARA 2019, pages
22,46 and 70) uses case studies across a range of
areas such as strateqgy, diversity and board activity.
Throughout its ARA, The Vitec Group plc includes
short quotes from various employees relevant to the
specific section.

Fair, balanced and
understandable

In the ARAs we reviewed, FBU statements tend to be
process orientated. Some provide interesting detail on
how the board made its assessment, such as Aggreko
plc (ARA 2019, page 60): "Full draft provided to

the Committee and Board seven days prior to the
February 2020 meetings to enable time for review
and comment and to provide a final opinion”.

Few companies go beyond a process statement to give
more detail as to what the board or audit committee
looked at, what challenges were raised and how

these were addressed or what changes were made

to the ARA. In a year full of change in all respects -
regulatory as well as macro-economic as a result of
the pandemic — we would expect more such detail.
For example, Derwent London plc (ARA 2019, page
127) provides an insight into the approach taken in
reviewing the ARA to ensure it was FBU, as well as an

Acid Test

Key Themes

overview of the changes made to the ARA in the year.
HSBC Holdings plc (ARA 2019, page 174) gives an
overview of the areas of focus of the FBU assessment
at a high level: “In particular, the Committee gave
careful consideration to the key performance

metrics relating to the strategic priorities to ensure
transparency and consistency throughout the
financial reporting disclosures.”

Encouragingly, we feel that companies have improved
their KPI disclosures, with many now including more
non-financial metrics. This is important progress
towards disclosing some of the value not reflected in
financial metrics that give an indication into aspects
such as brand loyalty, employee sentiment and
customer service, showing stakeholder outcomes
more clearly.

Barclays plc (Figure 4) is unique in that it presents
its KPIs split by stakeholder group and includes a
wide range of internal and external financial and
non-financial measures to assess performance.
Rentokil Initial plc (Figure 5) provides rich KPI
disclosure across many metrics — both non-financial
and financial. For each, the company includes an
assessment of the progress made, a five-year trend,
the link to strategy and remuneration and a detailed
overview of the performance.
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Figure 4: Barclays plc, ARA 2019, pages 18 and 19

KEY PERFORMANCE INDICATORS

A balanced assessment of our progress

Our performance measurement framework enables a
balanced assessment of progress towards the strategic
goals of the organisation, viewed from the perspectives

of each of our key stakeholder groups.

# broad range of imancial and non-financial
reasures are analysed as part of regular
business strategy and performance reviews,

To assess our performance, we use a number
of sources including regular management
reporting of our key metrics, as well as
extemnal measures, to provide a balanced
review of performance during the year, while
additionally monitoring for emerging trends.

Performance against our financial targets and
strategic non-financial performance measures
is directly linked o executive remuneration,
and influences incentive outcormes for Barclays’
employees more broadly. This appreach
‘enables us to deliver positive and sustainable
outcomes for all our stakeholders while
rmaintaining fexibility for our businesses

to adapt in a fast-moving world.

W consider a range of metrics across all
stakeholder groups and continuously assess
whether mew measures should be added or
remawved from our dashboards, in order to
ensure these remain relevant and appropriate,
Far example, in recent years, digital
engagement and related custormer satisfaction
scores have become increasingly important
a5 we continue on our digital journey,

Key measures used in our 2019 assessment
inchede, but are not limited to, the metrics
reported on this page. and in the broader
discussion of our performance on the
following Customers and Chients,

Colleagues and Society pages.

ves for Society ane oniy shown o
darys” peewy cormmitmeents kaunched

o
e & Copany, ine
Fred Reichheld and Satmeric Sysierns, inc
b Source: Coabtion Competitor Analysis. Market share

ents Basclays share of the oeal ik
s baned o Barckrys' infernal business.

| CUSTOMERS AND CLIENTS |

We aim to build trust by offering
innovative products and services,
with an excellent customer and
client experience, such that
customers and clients are happy
to recommend us to others.

See pages 20 to 27

COLLEAGUES

We promote and maintain a diverse
and inclusive workforce in which
colleagues of all backgrounds are
treated equally and supported to
achieve their potential within a
positive, values-based culture.

See pages 28 to 31

We manage the ervironmental

and societal impact of our business,
making decisions that provide all
our stakeholders with access to a
prasperous and sustainable future.

See pages 32to 35

INVESTORS

Our ambition Is to generate
attractive and sustainable returns
through the economic cycle.

We measure our progress through
our Croup financial targets.

See page 36

Barclays UK net
promoter score (NPSY)*

The NPS b5 a view of how wiling
CUSICAETs are 10 secommend our
products and services 1o others.

Colleague
engagement

This 15 & Prabasire dermved froen our
nine engagement quessons in the
Vot Vienw Survey

Social and environmental
fimancing

2019 208
Financing in sebect social and

emdrnmental segments algned to
Bareclays imeact ehorbiity framsewerk

GCroup return on
tangible equity (ReTE)*

RoTE increased 1o 9.0%. in lre with
the 2079 tanget

Acid Test

CC&P US customer digital
engagement

Metric shows percentage of digitally active
CEBP LS comsumens.

Fernales at Managing Director
and Director level

s T

ms

Metrs pefiects % of woemen in senicr
feadership roles within Barclays.

Operational carbon
emissions

i m

Ernissions generated from Barclays’ beanches,
offices and data centres, including all indirect
ernizsion fram LB

CET1 ratio

CET ratio tanget of .1 3.5%, following rernoval
of the aperational risk flor during 079

Barclays UK complaints
excluding PPI

We received a significant volurme of PP-related
FCA doadine of

2008

“I would recommend Barclays
as a good place to work”™

A question in the 2019 Your View empkiyee survey

that mesrsunes. colieague advacacy.

LifeSkills = No. of people
upskilled in the UK per year

Nusmibeer of pecple panticipating in the
Barchays LrieSkcils programme focused on
efrplyatdity skils

Operating
expenses’

2007

Group operating Expenses in line with the
2019 guidance, 2018 excludes Migation and
conduct and 8 GMP charge of £140m

Key Themes

CIB revenue ranks and
market shares

i
LN S

B Markets global sevenue ranking and shave (Coslison]®
Bariking ghobal fee canking nd share {Deslogic)
Demorstrating cur performance vs poers.

8

“| believe my team and | role-model
the values”

013 2018

Anew question since the 2018 Tour View
employee survey showing our colleagues:
connection to Barciays’ vakues and cultune.

Connect with Work = No. of people
placed into work globally

66,000

Murnber of pecgle placed into work folowing
training provided by Barclays Connect with
Wik partrer erganisations.

Cost: income
ratio®

Cost efSciency remairs  pronty and we
continue 10 taget a cost; income rato of
% e LT,
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®® ® verystrong progress @@ Strong progress

% Colleagues

Figure 5: Rentokil Initial plc, ARA 2019, pages 12-15

® Good progress @ Further work required @ Disappointing progress

Ensuring everyone goes home safe

Lost Time Accident (LTA) rate [ 11}

2019 TEEEEEREERE R R R

2018 NI 0.63
2007 1E0NAEEREIERRREER R 0.58
2016 LENEDRERRRERRRRRnEmnnnnm 0.63
2015 HIINDRNRE e - 0.76

LTA rate defined as number of Lost Time Accidents
per 100,000 standard working hours.

Commentary on performance

© 2019 has been our best year on record,
achieving all-time low rates of 0.53 for LTA
(16% lower than 2018) and 10.99 for WDL
(26% lower than 2018). All our regional
operations, with the exception of Europe,
have LTA rates at world-class levels (<1.0).
Qur best performance was in our largest
region, North America.

© In May 2019, we won the prestigious
award for International Risk Initiative
of the Year by the International Institute
for Risk and Safety Management, for the
implementation of our SHE Golden Rules
programme across 39,000 colleagues in
more than 75 countries. In addition, our UK
business was awarded a gold award from
the Royal Society for the Prevention of

Introduction

Working Days Lost (WDL) rate (11}
10.99 26% improvement an 2018

2009 TR R 10.99

2018 IHRNERRE R 14.77
2007 D0RRIEERRTRn e 1.65
2006 DIEEEERRRTER R 16.14
2015 WEEEOERR RN 19,59

WODL rate defined as number of Working Days
Lost as a result of LTAs per 100,000 standard
waorking hours.

Accidents for the second year running.
This award recognised our excellent health
and safety capability and performance.

@ In the year, we implemented a new SHE
Golden Rule on electrical safety to address
emerging risks that led to two major
incidents, one fatal, in 2018. An awareness
campaign and implementation of new safer
working practices around high voltage
areas were successfully rolled out globally.

® On vehicle energy, we also extended our
engine contrel unit (ECU) remapping
programme in Europe and Pacific to
increase fuel efficiency and we have
initiated trials of electric vehicles in several
countries, We have also improved the
quality of energy efficiency target setting
and monitoring, especially in our top 13

Acid Test

Link to strategy

A SErVICE

Exec ade
Link to remunerat
© Both LTA and W

[o:

countries which represent approximately
B80% of our vehicle emissions. Our total
emissions intensity reduced by 3.5% in
2019, Vehicle fuel emissions represented
B83% of total emissions in 2019,

© Regrettably, there were two fatal incidents
in 2019, both road traffic incidents
involving third parties. In the US, one of
our vehicles slid in icy road conditions,
colliding with the vehicle in front which
was pushed into oncoming traffic resulting
in the death of the driver, and in Colombia
one of our technicians was riding his own
motorcycle and collided with the rear of the
truck in front. This reinforces the priority
we continue to place on driving safety.

Key Themes

Figure 6: EY's July 2020 report, How will ESG
performance shape your future?, page 9

Which of the following statements best describes how you and your
investment team evaluate nonfinancial disclosures that relate to the
environmental and social aspects of a company's performance?

Percentage of respondents who say they usually conduct a
structured, methodical evaluation of nonfinancial disclosures

72%

32%

27%

2016 2018 2020

EY's July 2020 report, How will ESG performance
shape your future? found that the number of investors
embracing structured reviews of non-financial
disclosures has gone up significantly — to 72% from
32%in 2018 and 27% in 2016.

However, only two companies in our ARA analysis
mention that they have reviewed KPI disclosures as
part of the FBU assessment. Given the investor interest
in such non-financial metrics and the likely direction

of travel of the Brydon Review, we recommend that
more boards, as part of their overall FBU assessment,
consider whether their KPIs provide the right snapshot
for measuring stakeholder outcomes and describe the
progress to be made in key areas.
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A number of FBU statements did reference a review
of APMs, but only at a high level, explaining little
more than that they were an area of focus. IMI plc
(ARA 2019, page 73) provides more detail, as follows:
"The Committee's review included in particular the
consideration of alternative performance measures
and the classification and presentation of adjusting
items in accordance with the Group accounting

policy. The Committee received a detailed account of
the restructuring costs disclosed as adjusting items
and was satisfied that these were appropriately
categorised given the nature, scale and purpose of the
relevant projects.”

The lockdown has had a profound impact on social
behaviours and mindsets and this will not be

fully reversed when society normalises. Company
disclosures need to evidence that they are on top
of these trends such as stakeholder management,
technology, and adjustment to business practices.”

Introduction

Nathan Leclercq, Head of Corporate Governance, Aviva Investors

Response to COVID-19

It is imperative that companies report on COVID-19

in an open and honest way, as its impact likely
permeates throughout the ARA and tests many of the
commitments made. In addition, boards will typically
have played a large role in overseeing and guiding
their companies’ responses during these challenging
times, and this should be reflected in governance
disclosures.

Acid Test

Key Themes

We have observed some good disclosures from March
and April 2020 year-end reporters. For example,
Marks and Spencer Group plc (Figure 7) provides

a detailed overview of the company's response to
COVID-19 alongside an event timeline and specific
detail about the board'’s involvement. DS Smith plc
(Figure 8) uses a CEO interview in a Q&A format to
draw out lessons from COVID-19 which it links
effectively to the company's purpose, as well as
other pertinent issues.
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Figure 7: Marks and Spencer Group plc, ARA 2020, pages 51-53

GOVERNANCE IN ACTION

COVID-19 RESPONSE

The Covid-19 pandemic has been unprecedented in scale and pace of impact and has changed the way people around the world Live
their lives. Significant decisions and adjustments have had to be made by organisations on a daily basls and M&S has been no
exception, with guick actions required ineach of its Family of businesses to respond to a constantly changing and uncertain situation,
These pages examine the governance behind MES's response to Covid-19 to date, focusing on our response to four central issues:
Colleagues; Customers and Business Continuity, Supply & Demand; and Balance Sheet Resilience.

HOW THE EVENTS UNFOLDED OURRESPONSE TEAMS
Covid-19 emerges ® soard @ crisis Management Team (€MT)
and reaches EUWPE The Board has led the business's Covid:19 The CMT 5.2 standing body with
response - it has directed senior leadership representatives from all areas of the
29.JAN to consider all scenanos associated with the business: Business Continuity. Corporate
UK's first two patients tost positive pandemic, reviewed and corsidered DOte"ﬂ ial Ccmrm,mcat»(\ns Chothing & Home: Food;
s, and al, Sourcing; HR: 1T, Dotcorm:
30.Jan g M&S's approach with eachof its ,Lalulmlders Retail, Property, Legal; Insurance; Internal
WHO declares a global n and thecommunity at large. The Board has Audit; Finance. It has been responsible for
health emergency called upon the Maana-sManagumc' ae'e getermining and directing the actions
23FER Covernment Relations Teams required s impact on the basiness's

Italy sees & major surge in cases
and introduces strict measures.
tolock down towns in Lombardy

Early UKimpact

28FEB
UK confirrmns first case of the

fllress passed on inside the country,

and the global stock markats have
their worst week since the 2008
financial crisis

MMAR

'WHO declares the virus s pandermic
16 MAR

UK

Beging
daily press briefings on their
Cowid-13 response

20 MAR

MBS issues Regulatory News
Service (RNS) announcement
onits Covid-19 response

UK lockdown begins

23IMAR

UK lockdown measures snnounced
2APR

Worldwide cases of Covid-19
passes | million

15 APR
‘Worldwide cases of Covid-19
passes 2 millien

Extended lockdown

20 APR
UK Lockdown maasures
extended by anather 3 weeks

2B APR

MES issues RNS announcement
on strengthened liquidity

Introduction

v 3I0WLS

usddate thim o the government’s social-
@istancing requirements, Dusiness support
measures, and policies affocting MES asa
listed business, and directed them on how to
respond accordingly. Since the World Health
Organization declared the virus a pandemic,
the Board has had additional maetings by
phone or onling 3t least weekly to rmonitor
the Company's ongaing response.

:_} Operating Committee (OC)

A5 MES'S senior
¥ fio
of the business, (he oc has ove'see'\ the
business's Covid-19 response under the
guidance of, and as directed by, the Board
From reviewing immediate cost reduction
plans to preserve liquidity, to consulting
with BIC to determine colleague furloughing
propasals, the OC has continued to take
operational decisions in line with the
Board's strategic appreach, ensuring
that the Board can remain focused on the
tong-term strategic issues and dectsans
associated with the pandemic

I‘(‘ith team with

Disclosure Committee (DC)

Th DC éxists to manitor the présence of

nside infiarmatian, ensuring that the Comparny
adheres to the Market Abuse Regulations

and fulfils its obligations as alisted Comgany
10 aNNOUNCE INSIdE INfONMMAton a3 $000 a5
possible. The DT hat been instrumentalin
reviewing the financial impacts of the virus
onthe hu'.lr\-l‘ﬁﬁ asthese mccml‘rlfn’!‘r

P al pri

thisinfor muwontre(.omaan,rsl.steo
securities. 5o that market announcements
can be made promgtty,

BIC & the mechanism by which the colleague
weicg is heard by the Board and senior
leadership and has therefore ensured that
colleagues are consulted and kept infarmed
atevery stageof the businesss response,
The Maticnal BIC Chair has attended CMT
meetings thicwghout th erisis,

(BICY

operations, and has previded the OC and
Board with regular updates onits progress,
which included the immediate chosure of all
Outlets stores and Clothing & Horme
of full-line stores = response to the Uk’
kockdown meassnes, ard implementing
social distancing and safety measures inall
tritation centres and stores to ensure

their continued operation. It has met regularty,

often daily, to ensure that the businessis.
reacting 1o the crisis in a tirmely manner.

Covid-19 emergesand
reaches Europe

Colleagguee

® Crisis Management Team

Whin Cowiel-19 reports emerge and
lockdoen measures are imposedin
China and Hong Kong, sourcing offices
arg closed and communications are issued
to thern, updating them on health and
safety measunes and thanking tham for
ther efforts in mitigating the impact

on the Clothing & Home supply chain
while working frorm horme to keep the
chain moving.

Governmant Relations Team
Begins to liaise with LIK government b
diterming what their position s on travel,
Ensuring that we sdhere to their advice
and can make preparations for amy
impending changes.

@ Crisis Management Team
Cancels all business travel of colleagues
and suppliers toand from affected ancas.
inHong Kong and China

Customere and
Busimess Contimuityy

@ Crisis Management Team

Lati (CRT)

Initially, the CRT closely followed the
government’s position in relation tothe virus,
ensuring that the Board was well nformed

of all changes. As the pandenic progressed,
the GRT's role has evolved toliaising directly
with government departments to help shape
virus-related policies impacting M&S.as a
retaiter and a5 3 listed compary

OUR RESPONSE INNUMBERS

al s tsand
COﬂS'dEf‘SaCliO‘\S required toredirect
sn«r{-n;:from Southeast Asiato Turkey,

custorners. Ensures that all suppart
centre colleagues have appropriate and
x

r mobe working
ther laptops.

Supply & Demand

Board meetings 12
r
CMT meetings 51
Calleague
annauncements 70
Market updates 2
Value of product ()¢,
and cash donations '!‘")"381(
Charity 1]
T-shirts sold (45 )l\
Meals donated 578
to Meighbourly 1.29m
Charity bags in=l-
For Life sold 405k

* Figunes asat 14 May P20
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@ Board
Ci Clothing & Home
product supply issues from Chinawhen

Covid-19 Feports emengein the prass,

and directs the senior leadership tearm
toimvestigate.

@ Crisis Management Team

When the team is established, it beging

t0 take SCHONS Lo review SLIIJB|:.' chan,
inbound goods.and raw materials sourcing,
including alternatives from countries as
et unaffected

Badunce Sheet Residience

® Crisis Management Team
Begins reviewing t ’w{.r\anclallmmrrnf
prirmary and Secon
chain issues, and the: Loslsassooated with

strategically pivoting sourcing away from
Southeast Asia to Turkey,

29JAN

2BFEB

Colleagues

@0 Crisis Management Team &
Operating Committee
First UK colleague communications are
Issued on 4 March informy ng them of initial
steps the CMT has been taking: sanitiser
gl units rolled out to colleague entrance
A Bt pOeLS BEROSS SOMES, SLPPOTT
centres and distribution centres, business
traved to high-risk countries restricted,
and Feetings with visitars from high-risk
countries switched to take place dagitally
o prevent travel; all supgart centre
colleagues recuested to take Laptops and
chargers home daily in case they need to
work from home at any point. A dedicated
intranet site is also established to provide
colleagues with sl the Latest guidancein
ofe place.

@ Government Relations Team &
Operating Committee
Following closely the government
guidance to ensure that the business
can Fespond. Whisn Bavice ernerges en
12 March for individuals to self-isolate if
thay have any symgtoms of tha virus,

immediately to netify colleagues that

anyone needing to self-isolate wil do so

on fulrnj' Suppart centre colleagues are
tart working fram horme,

® Board

Reviews all colleague communications
and emphaskes importance of clarity

Custemers and
Buginess Cont«:mw-;r

Government Relations Team

Beging daily meetings with the
gavernrment andleaders of other major
retailers to ensure that customens
continue to-get the food they need,
and we can collaboratively spesk to
customers about the need to shop
considerately, Tha M&S Legal team
assists with coordination of activity
across the food retal sector while
remaining mindful of competition Law.

@ Crisis Management Team

Supply & Demand

Disclosure Committee

Discusses on 4 March recent Covid-19-
diriven market volatility and challenging
trading conditions, including a recent
direpin dernand, and the impact of these
onthe Company's forward guidance
Anupdate is received from a broker noting
that the market is reacting to high levels
of uncertainty. The DC agrees that it
o not currently have any certainty on
trading conditions or putturn, to provde
e market with a precise update
® Board
Receivis an update on Covid-19 from
allareas of the business at &s meeting
on 12 March and directs the business to
contmnue its focus on scenario planning,
Bgriseing that it will fow Mmeet mone
frequently to receive updates:
= |nte'r~atnon:|l business has experienced
signific: dermand in
February u..m- to sacisl-distancing
meeasures, particularly in Hong Kong
and Singapare, and is warking with all
fran  partners and joint ventures
to ensune that social distancing and
lockdown restrictions imposed in each
country are adhered ta
= Clothing & Home has been working
clodely with suppliers ba mitigate the
impact of the virus on scurcing; China
production for deliveryin March and
Aol buas been delayed by 2-4 weeks
and 30% of Bangladesh production for
delivery between April and June has
been delayed by -6 woeks. So far,no
demanstrable impact on Clothing &
Home sales, but customer behaviour
is being monitored
= Food has been reviewing the risks to
packaging and raw material ourting
torunderstand contingency options
Again though, no evidence of impact
to sales in February other thanin
sale of anti-bacterial prockucts, but the
first weak of Manch saw an increase in
sales of certain groceries and
househald goods.

= Deado Retail has seen a spike in order
volurnes in the first week of March,

Disclosure Committee
Qn 17 March, the DC conkinues its

As support centre colleagues are
encouraged towark firom home, the CMT
works with senior eaderahip to ensure
that plans are in place to enable remote
working while continuing to trade and

5.0f the recent impact on
trading ahead of the Board meeting on
18 March, neting that the impact is not
yet clear, but could be signdficant

A project list is created for individuals

o support A
Alsokooks at ways that stores can help

vulnerable customers and MHS workers,
and implements special shopping times.

nancial imgact of the
wirus on the buwsiness. and a broker update
s received noting that all businesses

are experigncing the same trading

and earmings mpact, and therefore

the Company’s liquidkty and Business.
Continuit ngements areof
increased interest for the market.

Key Themes
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GROUP CHIEF EXECUTIVE'S INTERVIEW

Figure 8: DS Smith plc, ARA 2020, page 20

Q&A: Driving circularity

“Our business is inherently
circular and with the support
of our Purpose, we are well
positioned for today’s and
tomorrow’s changing world.”

- Miles Roberts, Group Chief Executive

Q. You launched your Purpose, ‘Redefining
Packaging for a Changing World’, in 2018/19.
How has this been embedded in your business
over the past year?

Following the launch of our Purpose, we have worked hard
toensure it sits at the very heart of our business model.

It informs our strategic decisions and strengthens our
operations to ensure our business is ready to meet the
challenges of a changing world. It helps us toidentify key
growth drivers and delight our customers with the innovation
needed to meet them, including respending to Covid-19, leading
plastic replacement and reusable e-commerce solutions.

Through a continuous programme of engagement, our
Purpose has been deeply embedded across our global
workforce, driving pride and ownership, while allowing us to
grow closer to our communities as we support them to meet
the challenges presented by Covid-13.

Introduction

Q. How has DS Smith responded to Covid-19?7

Aswe continue to respond to the global Covid-19 pandemic,

| am immensely proud of our people who have remained
steadfastin these challenging times. Their continued health
and wellbeing is my priority and we have put in place stringent
health and safety measures across all of our sites. lalso
recognise the critical role DS Smith and the wider packaging
industry has right across global, national and regional supply
chains. Our packaging is predominantly used to transport and
protect food and personal care items or to deliver goods to
people’s homes through e-commerce. We also serve the vitally
important pharmaceutical sector.

Itisthe continued production of paper and packaging that
allows these goods to get to where they are most needed and
that is why our teams continue to go to wark every day to run
these operations and support our customers’ businesses. lam
very appreciative of the way in which they responded to this
challenge. While we have not faced significant disruption, our
sites are working together to support each other, to transfer
orders and ensure we do not let our customers down. This is
atestament to the values we have embedded right across
the business.

Q. How important are the communities in which
you operate?

Our communities sit at the heart of our Purpose and over
the course of 2019/20, we have engaged with 100 per cent
of our local communities where we have sites with over 50
employees, covering arange of activities from community
litter picks and schoel visits to cardboard boat races.
Meanwhile, our Charitable Foundation continues to make
asignificant impact in the local communities we operatein,
facusing its support on responding to Covid-19 through
donations and innovative packaging for vulnerable citizens,
alongside sustainability or education-focused community
initiatives around the world

Q.Consumer engagement in the challenges

of sustainable packaging is increasing. How is
DS Smith responding?

Qur sustainable, fibre-based strategy has positioned us at
the forefront of this trend and we continue to partner with
our customers to lead the response across all industries.

In particular, our fast moving consumer goods (FMCG) and
e-commerce customers are facing increasing calls from their
own consumers to decrease the amount of unnecessary
packaging and move away from materials like single-use
plastic. Many have set ambitious goals to ensure their
packaging is reusable or recyclable within the next five years.
As their partner, we are constantly innovating to support them
to do this.

Ouwr “Circular Design Principles’, alongside aur approach to
‘right-sized’ and inclusive packaging, are a few of many
examples of our response.

Acid Test
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Our review of March 2020 reporters found little
reference being made to boards' consideration of
COVID-19 exceptional items as part of their overall
FBU assessment. We expect increased disclosure
in 2020/21 reports given the subjectivity of such
items, their potential materiality and the likelihood
that they will come under more scrutiny by
regulators and stakeholders at large.* It is
important for companies to explain whether the
pandemic represented a blind spot that the board
had not considered or whether it manifested in
the way the board had previously discussed when
modelling black swan events in relation to the
viability statement.

As we have seen with previous corporate
governance code updates, it usually takes about
three reporting cycles for best practice to evolve.
Overall, in our view companies have made a good
start with the 2018 Code but we expect to see
further improvements and evolution of reporting in
the coming years.

4 "Company Guidance (Updated 20 May 2020) (COVID-19)",
FRC, May 2020.
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Spotlight on the ARA process

More than words, the ARA is a point-in-time snapshot of a company’s underlying processes and progress.
In today's ARA, almost every topic is linked or co-related, so how can a meaningful ARA be put together?

EY

Top five considerations

1

Hold a debriefing session to assess last

year's process soon after publishing the ARA.
Include a review of last year's ARA to identify
opportunities for removing redundant or repetitive
content and for ‘moving the narrative on’ to focus
on outcomes from the year, rather than processes.

2

Appoint one owner to coordinate the ARA
process. The role should involve more than
project management and keeping to deadlines.
Such process owners need to draw on their
understanding of the company and its business
in order to orchestrate how the ARA is put
together, clarify its key messages and achieve
consistency between sections and authors.

Introduction

3

Start early: reporting relies on robust
underlying policies and processes

(e.q., stakeholder engagement), which may
need adjusting early in the year if the ARA

is to include meaningful narrative on progress
and outcomes.

A

Get audit committee and senior leadership
buy-in for aspects such as the strategic
narrative and the governance report.

Acid Test Key Themes

5

Ensure sufficient collaboration between relevant
teams e.g., ESG or sustainability, finance, investor
relations and company secretarial. Given the
linkages between sections, build peer reviews
(performed by someone other than the author)
into the timeline.

Appendices
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Purpose

From intent to action

Most companies now disclose a purpose statement and, in some form, refer to having a
purpose-led strategy and culture. However, more needs to be done to evidence this — to show
that organisations have really moved from intent to action.

1 2 3

Discuss your purpose and Succinctly explain the Set targets and KPlIs that will
beliefs in a way that an alignment between indicate how successful you

outsider can understand and purpose and strategic are in realising your purpose.

provide tangible examples of objectives.
your purpose in action.

Introduction Acid Test

Reminder — The 2018 Code introduced the
requirement for boards to establish the company'’s
purpose and ensure it is aligned to the values,
strategy and culture.

> Purpose is the ‘why?' Why does the company
exist? What value is created and for whom?

» Vision articulates what the company will ook like
or where it is heading.

» A company’s strategy should outline a plan for
achieving its vision, in line with the company's
purpose.

Key Themes Appendices
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Number of companies disclosing their purpose Figure 9: Articulating Burberry's purpose (ARA 2019/20, pages 15-19)

up from
0 » Burberry explains its journey in the year to articulate
4 1 /0 its purpose statement ‘Creativity Opens Spaces’ based on the
beliefs that have guided the business from its early days under
inour 2016/17 its founder, Thomas Burberry.
review » The etymology of the statement ‘Creativity Opens Spaces’ is
explained and linked back to the manifesto of Thomas Burberry
in which he set out his vision for the brand and shared early
customer testimonials. The meaning of the succinct statement
is unpicked so that its ethos can be understood by the reader.
The importance 2016/17 review. This is despite the fact » Details of the activities.under'taken to arri\{e a‘t the purpose
that, strictly speaking, the 2018 Code does statement are set out, including the following:
of purpose not require such disclosure: read literally, it - The company combined traditional methods e.g., researching
requires companies only to have a purpose. archives, running surveys and holding focus groups with
< The importance of organisational purpose ) ) ) more creative ones e.g., creating a doodle wall. Almost half >
Confidence in the assertion that purposeful

of the organisation’s employees offered their opinion.

A Purpose Box — a letterbox where employees could ‘post’
their thoughts about the purpose — travelled around Burberry
locations and collected 2,000 handwritten note cards. Board
members also submitted cards to the box based on an early
discussion on purpose.

- Experts, long-standing partners, industry luminaries and
customers were consulted.

Feedback on findings was shared regularly.

Senior executives and the board took part in an immersive
working session, reviewing the global findings and shaping
the final output.

has been rapidly gaining pace in recent
years. Organisational context and purpose
are the first steps in EY's Long Term Value
framework, while ‘governing purpose’ is the
first theme in the consultation on common
metrics issued by the World Economic
Forum (WEF).5 Professor Alex Edmans
notes: “The studies find that... it is purpose
that leads to profit, rather than profit
allowing a company to pursue purpose.”®

companies perform better comes through B
most strongly in the narratives of those
companies that either articulated their
purpose for the first time this year or
revisited their previous purpose. It is
encouraging to read the level of employee
consultation and involvement in establishing
and articulating purpose by companies such B
as Burberry plc (ARA 2019/20, pages 15-19, .
summarised in Figure 9), Croda International

It is therefore hardly surprising that the
number of companies articulating a purpose plc (ARA 2019, page 10) and Informa plc
(ARA 2019, pages 30-37).

has increased to 86%, up from 41% in our » Learnings are shared, including how the journey to articulate
purpose led to the identification of four values introduced

alongside purpose.
5 Toward Common Metrics and Consistent Reporting of Sustainable Value Creation, World Economic Forum.
January 2020.
¢ Professor Alex Edmans, “Pursuing purpose, not profit, could help businesses grow a bigger pie for all of us”,
CITY A.M., 27 March 2020.
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Implementing and
embedding purpose

To an outsider, many purpose statements can read like
a marketing slogan that is interchangeable between
companies and industries. Few companies translate
their purpose statement into something that is truly
relatable. Although much time is spent (anecdotally)
on crafting purpose statements, arguably the wording
is less important than the ability to demonstrate how
the purpose has been implemented. To this end, we
are encouraged by the work of the Enacting Purpose
Initiative — a multi-institution partnership led by the
Said Business School at the University of Oxford —
which recently published guidance to help boards and
senior executives to put purpose intent into practice.

To evidence the veracity of their commitment, some
companies have started making the purpose narrative
an integral part of their story: Lloyds Banking

Group plc (ARA 2019, page 27) includes an upfront
summary of its contribution to Britain; Greggs plc
(ARA 2019, pages 2-3) explains what it does for
society as part of its business model disclosure;

Tate & Lyle plc (ARA 2020, pages 16-17) discloses
targets and commitments for each of the three pillars
supporting its purpose. Some companies that changed
their purpose in 2019 were clear that this meant their
strategy also had to change: Reckitt Benckiser plc
(ARA 2019, pages 6-19) redefined its purpose and
overhauled its strategy, as well as establishing a

new set of KPIs that clearly link back to purpose.

The Weir Group plc (ARA 2019, pages 2-5) put
sustainability at the heart of its new purpose and
adapted its strategy to match.

Investors are concerned by the possibility of ‘purpose-washing’ by
companies, i.e., defining a purpose as a mere marketing slogan, a

facade to hide behind. In other words, companies will need to ‘walk the
talk’ regarding their purpose as their shareholders expect consistent
disclosure regarding how the purpose has been fulfilled and reviewed by

the board.”

Ali Saribas, Partner, SquareWell Partners Ltd”

Linkages between purpose and strategic objectives
form a fundamental aspect of a company's equity
story. However, articulating these in a clear and
succinct manner remains a challenge and the
alignment often only becomes clear on more in-depth
reading. For readers who dip in and out of ARAs,
making this connection can prove onerous. To avoid
this, National Express Group plc (Figure 10) not only
provides an overview of its purpose in the context

of its vision, belief and strategic objectives, but also
states how it will judge success in realising it.

Anglo American plc (Figure 11) explains the
alignment using a one-page graphic, supported

by narrative in the CEO's statement. The purpose
statement uses the term “re-imagining"” — suggesting
new ways of thinking — which intuitively maps to the
“innovation” element of its strateqgy. It also mentions
“improving people’s lives”, which clearly links to the
“people” element of strategy.

7 SquareWell Partners surveyed investors representing US$22.1 trillion assets under management on their views about corporate purpose — Making Corporate Purpose Tangible, June 2020.
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Figure 10: National Express Group plc, ARA 2019, page 69

Purpose

During the year under review, the Board reviewed and articulated the Company’s Purpose to ensure that it reflects the Board’s current
view of the Company's role in society. Such Purpose is best articulated when put into the context of the Company’s Vision and Belief, its
approach to achieving its Purpose and its view of how it will succeed in achieving its Purpose, as set out below:

QOur Vision is: to be the world's premier mass transit operator with services offering leading safety, reliability
and environmental standards that customers trust and value

This Vision is rooted  driving modal shift from cars to high quality mass transit is fundamental to a safe, green and

in a Belief that: prosperous future
Our Purpose to help lead this modal shift by making mass transit an increasingly attractive option for all our customers
therefore is: whether they are individuals, transport authorities, school boards or businesses. We seek to do this by

earning our customers’ loyalty by providing safe, reliable and great value multi-modal services on clean
and green vehicles

We will achieve that seeks social and environmental leadership to ensure we are a good employer and partner, while

this through an using technology to make our services increasingly easier to access, safe and efficient. It is this model

Approach: of progressive partnership that: delivers industry-leading services for our customers and communities;
secures rewarding careers for our people; and generates sustainable returns for our shareholders

We judge being seen by 2030 as the world’s premier mass transit partner, with a reputation for industry-leading

Success as: safety, reliability and value for money across a portfolio of easily accessible multi-modal services. At the

forefront of technological innovation, National Express will lead the transition to zero emission vehicles,
maintain its safety leadership and pioneer new ways to access transport. Our staff will see us as an
employer of choice and customers will rely on us as an operator they can trust, with services that help
meet their needs while also having a positive impact on their communities. This will, in turn, drive strong,
consistent returns for our shareholders
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Figure 11: Anglo American plc, ARA 2019, pages 14-15

THE PURPOSE TO
REWARD JOURNEY
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Beyond shareholder value

Principle A of the 2018 Code refers to a company's
contribution to wider society, giving a clear indication
that boards should look beyond just financial
shareholder value when establishing a company’s
purpose. The expectation that a company's purpose
should benefit all its key stakeholders has now
become mainstream. This view was given a strong
impetus by the Business Roundtable (BRT) statement
which, in August 2019, announced a move away from
stakeholder primacy.8

Stocks that ‘make the world a better

place’ were already on decent valuations

benefiting from positive legislation
drivers but they have now started to
re-rate further as more money is
flowing into ESG funds.”

Andrew Neville, Fund Manager,
Allianz Global Investors

Rather more quickly than expected, COVID-19 became
a test case not just for the BRT signatories but for any
company that made a bold statement about ‘doing

the right thing'. In light of the global crisis, intent had
to be turned into action, or lip service risked being
exposed for what it was.

Many businesses held true to their word. As lockdowns
progressed, the narrative on how companies were
realising their purpose for the benefit of society
evolved: it began to shift from explaining how
companies earmarked funds to support the plight
caused by COVID-19, to detailing how they were
contributing to fighting the virus in the context of

Figure 12: Burberry plc, ARA 2019/20, pages 56-57

Bringing people together

Alongside our external commitments, many of our
employees around the world looked to Burberry for guidance
on how they could help the COVID-19 relief efforts. Burberry
teams around the world volunteered their time generously,
mobilising to help local communities and charities by
preparing care packages, delivering meals, stocking food
banks and supporting vulnerable neighbours. In a short
space of time, The Burberry Foundation also launched a
global COVID-19 community appeal, which offered
employees a way of supporting emergency response efforts
by donating to the community fund. All funds raised by The
Burberry Foundation's COVID-19 community fund appeal
are supporting emergency response efforts, including the
procurement and distribution of personal protective
equipment (PPE) and other medical materials, contributions
to foodbanks, donations to healthcare charities and
additional support for those working to tackle the pandemic.

their business. This was already the case in the

31 March and 30 June interim reports of many
companies and in a number of the ARAs of 31 March
2020 year-end reporters, such as Burberry plc
(Figure 12).

Albert Camus wrote: “What is true of all the evils in
the world is true of plague as well. It helps men to rise
above themselves.”® We hope that in years to come,
society will look back at the COVID-19 pandemic and
see it as a pivotal moment that cemented the belief
that a “company serves not only its shareholders, but
all its stakeholders — employees, customers, suppliers,
local communities and society at large.”*°

SUPPORTING MEDICAL AND CARE WORKERS

We retooled our trench coat factory in Castleford to
manufacture non-surgical gowns for medical and care
workers and sourced surgical masks through our global
supply chain. By the end of May, we had donated more than
150,000 pieces of personal protective equipment to the
UK's National Health Service and healthcare charities, and
this number has continued to grow.

PROVIDING RESOURCES FOR OTHER COMPANIES TO
HELP WITH PPE PROCUREMENT AND PRODUCTION
Burberry engaged with industry and governmental
organisations on coordinated responses to the

pandemic. In support of the UK Government, we also
produced a document, which provided information on
adapting operations to procure and/or manufacture

PPE. This document was designed to be shared with
companies across sectors looking to respond to the
COVID-19 pandemic.

8 Business Roundtable Redefines the Purpose of a Corporation to Promote ‘An Economy That Serves All Americans’, The Business Roundtable, August 2019.

° Albert Camus, The Plague.

10 “Davos Manifesto 2020: The Universal Purpose of a Company in the Fourth Industrial Revolution”, World Economic Forum website, August 2020.
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Case study: EY's long-term value framework in action

Navigating the shift from shareholder to stakeholder value

Leading purpose-driven companies are taking long We also see increased interest from companies greater insight on the intangible value they create.
term value to the heart of their organisations, in outcome measurement!t. Some are developing Novartis, for example, measures their social impact
making it a genuine focus of the c-suite. Over measurement frameworks to quantify their impact at $67bn based on the estimated value of health
the past year we have worked with organisations on society in financial terms, thus providing benefits to patients.*?

in different industries intent on revisiting their

strategy to ground it firmly in a purpose that

creates value for all stakeholders, not just ‘ ‘

shareholders. This can be achieved through
Loecf rf as Lnagcsg | eb Sttii;stts : ee:z'f' geyr torlajacs?gloej : The metrics which a business selects to monitor and demonstrate success
achieving improved health outcomes, or giving in today’s stakeholder centric environment are frequently non-financial.

communities improved access to prosperity - They must be closely linked to intended outcomes if they are to demonstrate
through upskilling of talent, digital connectivity

or access to basic utilities. contribution to long-term value. Unfortunately, a strong linkage between
Vs G e e Ve e el e strategy, intended stakeholder outcomes, and relevant metrics is rarely
helped these companies to look closely at how what  made in ARAs. Given the interest in non-financial value and investors’

they do creates positive outcomes for stakeholders, — p avy regnonsibilities under the FRC’s Stewardship Code this is likely
and how that impact can best be monitored.

New metrics are then reflected in management to become an increasingly important narrative.”
reporting, performance and capital allocation

frameworks, going beyond margin and traditional

return on capital measures towards other

indicators of value, such as employee engagement Rebecca Farmer, Partner,

and diversity, consumer trust and societal and : EY Long Term Value Lead

environmental impacts. ' :

1 How do you value your social and human capital? EY, August 2019.
2 Novartis in Society — ESG Report 2019, Novartis website.
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Culture

From intent to action

Culture was already the watchword of the corporate and regulatory world in 2015, when
fewer than 10% of companies attempted to discuss how they measured it. Four years on,
the majority of companies make some reference in their ARA to how culture is monitored,
but very few discuss exactly how they do this or the resulting actions.

To progress what has been done, companies should:

1 2

Lift the bonnet and be
transparent about the
metrics used to assess
the actual culture.

Explain why the desired
behaviours are critical
to the achievement of
strategic objectives.

Introduction

3

Articulate the actions that
need to be taken to close
any identified gaps and
report on progress.

Acid Test

Key Themes

Reminder — Provision 2 of the 2018 Code introduced
a requirement for the board to assess and monitor
culture, and to ensure it is aligned to the company’s
purpose, values and strategy, as well as to the
approach taken to reward.

» Purpose informs the desired values.

» The desired values are translated into behaviours.

> The behaviours support the achievement of
strategic objectives.

Culture matters

The conviction that culture is fundamental to

creating and protecting long-term value is widespread.

The right organisational culture should help to ensure
that employees follow the North Star of purpose and
their behaviours support the achievement of strategic
objectives, even when policies and procedures can't
keep up with the pace of change. The COVID-19
pandemic is a real test for culture — control
frameworks, especially those more heavily dependent
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on manual controls, have been disrupted and regular
engagement structures have ceased to exist. Time
will tell whether companies with the right culture
were able to withstand the crisis and adapt better and
more quickly to their changed work environments.
Furthermore, the actions that companies are taking
in response to COVID-19 will not only impact culture
temporarily, but also shape it for years to come.
These actions need to be aligned to the stated values
and desired behaviours — or the narrative in the ARA
simply won't ring true.

It may be that COVID-19 becomes a catalyst for
companies to raise their game on culture reporting.

The do's and don'ts
of describing culture

There is no perfect formula to describe a company's
culture in a compelling way. The vast majority of
companies attempt this by setting out their values,
but too often these read like slogans and the
description of the ‘unique culture’ quickly becomes
boilerplate. The challenge is to bring values to life
using tangible examples and explain how the related
behaviours guide decision making in the context of the
organisation: ‘always doing the right thing" will mean
something different for a mining company than for a

professional services firm. Smith & Nephew plc (ARA
2019, pages 24 and 25) achieves this by including a
double-page spread explaining what its culture pillars
of care, collaboration and courage mean in practice,
both at the top and cascading down across all ranks
of the organisation. Land Securities Group plc (ARA
2020, pages 68 and 69) explains its culture through
four themes, with examples of relevant activities

undertaken during the year and supporting indicators.

It is equally important to articulate how culture
supports strategy and creates a competitive
advantage. Despite culture being discussed in the risk
section rather than as part of the broader cultural
narrative, companies have been making progress

in explaining how culture helps to protect value.
However, they continue to struggle to articulate how
culture supports the achievement of their

strategic objectives.

While leaders want their company to be great at everything, a company’s
strategy will call for a specific orientation in the market (e.g., the innovator, the
best brand, the most efficient), and the culture should be intentionally designed
by management in the context of that orientation. Doing so will help shape
decisions and behaviours, e.g., what kind of people are hired, what workplace
policies and processes are put in place, what behaviours are rewarded. Research
shows that companies generally fall into one of five culture archetypes that
defines who they are: innovation, brand, customer, efficiency and quality.”

EY US Centre for Board Matters?!3

13 Stephen Klemash & Joe Dettmann, PhD, “Five ways to enhance board oversight of culture”, EY US Center for Board Matters.
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One company that has done this well is apart from other industry players that also claim survey includes a specific question as to whether

Rentokil Initial plc (Figure 13). It includes an to be highly innovative. employees (colleagues) agree that the company is
interview with the CEO focused on the importance of There are cross-references to innovation case studies innovative, and the results are reported. This question
innovation, expressing views on what sets Rentokil and the broader culture narrative. The employee is clearly linked to one of Rentokil's strategic priorities

set out on page 28.

Figure 13: Rentokil Initial plc, ARA 2019, pages 4, 5 and 28

Q&A with Andy Ransom, Chief Executive b . le fr ithi
Innovation is embedded within our culture Absent rr}eet}ng peopie from within
an organisation, can reporting fully

bring a company’s culture to life?
Potentially not, but disclosures
would be more helpful if instead of >
relying only on irrefutable concepts
and words like integrity, excellence,
honesty, transparency they focused
on outcomes and treated culture

as an asset. Boards should explain
why the culture is right for what the
company intends to achieve and how
it contributed to the success (or not)

> Deploy innovation We will continue to invest in product and service In 2020, we will develop and launch Global Bait . . . ”
consistently, targeted innovation to support our profitable growth and Box, an innovative, flexible, technology-enabled
at key pest sectors and industry leadership and have an extensive pipeline rodent solution which addresses 57 different Of t}Ie busnless ma glven year'
with potential for new of activities in place to support growth in 2020 and needs and market requirements. We will also
non-toxic solutions beyond. In 2020, we will focus on completing the continue to develop non-toxic pest control
roll-out of Lumnia across all our markets and will solutions (biological and physical methods Freddie Woolfe, Global Equities,
further expand the product range. in place of synthetic chemical products and

pesticides) in response to regulatory changes ‘JuDIter Asset Management

and customer preferences.
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Measuring and
monitoring culture
As required by the 2018 Code, culture monitoring

has moved up the board’'s agenda. Glencore plc
(ARA 2019, pages 96 and 105) established a new

focus on culture and stakeholder engagement, along
with ethical and compliance matters. It is therefore
not surprising that the accompanying narrative is
relatively extensive this year compared to last. Balfour
Beatty plc (Figure 14) sets out the actions taken by
each director to monitor culture and explains how
these contributed to delivering insights on culture.

ethics, compliance and culture committee in order to

Figure 14: Balfour Beatty, ARA 2019, page 94

HOW THE BOARD MONITORED CULTURE IN 2019

ACTION TAKEN LINKTO CULTURE

Each Director undertook visits to sites and employee events ?

Provided direct insights into workforce working environments, their behaviours and
practices, their attitudes and approaches to other stakeholders, and the practical

application of policies and standards

Each Director provided verbal feedback on visits to sites and >
employee events to the rest of the Board

Sharing experiences of visits and discussing these as a Board assisted in creating a
broader exposure for each Director than would otherwise be possible due to the range

and scale of the Group's operations across different sectors and geographies

Reviewed whistleblowing statistics, details of cases >
raised through the Speak Up provision and related
independent investigations

Provided a perspective on the nature of employee concerns and trends in the behaviours of
the workforce generally

Updated on a broad range of business integrity matters 2 Provided the Board with a broad understanding of practices and behaviours and how
including approaches to combating modern slavery these align with the purpose, values, vision and strategy of the Group

Reviewed results and updates from employee 2 Identified high-level trends in employee satisfaction and understanding of Group policies
engagement surveys and practices

Reviewed regular updates on reporting against the Prompt ¥ Provided an understanding of the Group's approach to supply chain partners

Payment Code in the UK

Reviewed statistics and trends of lost time injury rates >
across the UK, US and Gammon

Reviewed metrics on safety observations reported ?
by employees

Reviewed details of the outcomes of internal audits judged to >
be less than satisfactory {undertaken by the Audit & Risk
Committee with details available to all Board members)

Introduction

Enabled Directors to assess the effectiveness of safety practices and behaviours

Allowed a further insight into safety behaviours by evidencing the extent of individual
responsibility taken by employees with regard to proactively reporting safety concerns

Supplied the Board with a direct view of areas of practice, policy and behaviours that
were not at the desired standard and provided details of the corrective action being taken

Acid Test Key Themes

Appendices




Tesco plc (Figure 15) takes a unique approach to
discussing how the board monitors culture — using
each of its three values as a lens and at the same time
explaining the link between that value and

the strategy.

In 2017, only 9% of companies
indicated how their board measured
culture. Although most companies
now state that they do measure

it —unsurprisingly, as it is required
by the 2018 Code - they appear to
be keeping their cards close to their
chests, and do not voluntarily reveal
concrete data points.

Where disclosed, the more common metrics to
measure culture include whistleblowing cases,
training completion rates, safety metrics and,

to a lesser extent, turnover or resignation rates.
Without concrete metrics, it is difficult to identify
underlying issues or drive actions by incentivising the
management team via its executive remuneration.

Introduction

To this end, Rio Tinto plc's (ARA 2019, page 22)
disclosure is informative, as it sets out the company’s
direction of travel. The ARA explains that “non-
financial metrics for measuring the people strategic
pillar have been developed, including the development
in 2019 of a culture and values scorecard” and states
that in 2020 the company will consider “which of
these internal metrics will be used as published KPIs in
future annual reports”.

Some companies are silent on whether metrics have
been established or identified and their narrative

on culture monitoring focuses instead on the review
of policies and procedures. Although important,
this is limited to assessing only the desired culture,
not the actual one.

Generally, companies are more transparent about
employee survey results. This is useful, but survey
results may not give the full picture. For example,

a high employee engagement score coupled with a
rising turnover rate tells a different story than the
high engagement score alone. See our ‘Spotlight on
employee surveys' on page 38 for more analysis.

A balanced approach that takes into account
internal metrics, survey results and external data
points is fundamental to effective monitoring.
AstraZeneca plc (ARA 2019, page 107)
introduced a new workforce trends report,

which is reviewed by the board twice a year.

Acid Test

Key Themes

It contains a summary metrics dashboard compiled
from data across the global workforce, including
scores from employee surveys and promotion and
resignation rates, as well as references to other
relevant reports. Taylor Wimpey plc (Figure 16)
demonstrates a balanced approach to culture
monitoring, which includes a survey, internal metrics,
external data points and compliance initiatives,

and sets out the actions undertaken by the board

as a result.
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Figure 15: Tesco plc, ARA 2020, page 26

Our values

Link to strategy

We treat people how they want to be treated.

We know that looking after our colleagues with respect and compassion is essential to building a
culture of trust, a necessary component to the success of Tesco. We focus on ensuring that our
business is a place where colleagues feel recognised and rewarded for the work they do together,
where they have the opportunity to get on and where they are supported in their development as

they move through their careers in the business.

Introduction

Board oversight

We employ more than 400,000 colleagues
globally and the Board aims to ensure that every
one of them has the opportunity to get on.

The Board recognises that getting on means
different things to different colleagues. For
some, it's about enabling them to be
themselves, flexibility that allows them to fit
work around their lives and being supported in
leading a healthy lifestyle. For others, it means
developing the skills they need now and in the
future, choices to move roles and opportunities
to gain experience. Whatever it is colleagues
want to achieve, the Board’s aim is to help

Acid Test

them succeed by providing them with the
flexibility, skills and reward to get on.

Customers are at the heart of everything we
do and every decision we make to ensure we
offer customers the value, quality and service
that they expect and it is delivered in the right
way for them. In support of this, members

of the Board have spent time engaging with
customers, colleagues and a wide range of
stakeholders. Through customer, colleague and
supplier surveys the Board receives insight into
how Tesco is perceived, what our stakeholders
want and how they want to be treated.

Key Themes
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Figure 16: Taylor Wimpey plc, ARA 2019, pages 69 and 71

The Company's approach is described in more

How our Board monitors culture detail on page 71. The Board is led in these
o respects by the Chair, who ensures the Board
The Board sets the culture of the Group, as described on pages 2, 61 and 69, and uses a number of indicators to inform its regular assessmaent of operates correctly, setting its own culture and,

whether the culture continues to be appropriate and whether there are any further actions that are necessary.

These indicators cover a range of in-house and independent monitors, as set out below: by extension, that of the Company i it

operations and its dealings with all stakeholders.
The observance of that culture throughout

! Employee survey

The Employee Survey is conducted every two years and the results for 2019, in which over two-thirds of business operations is led by the Chief Executive

employees participated, showed over 90% considered that: with the assistance of the other Executive

— Their work gave them active engagement in the Group's performance and prospects. Directors and the Group Management Team.

= They understood, supported and actively promoted the Group's strategy. ; -

~ They understood, supported and actively promoted in their day to day work the key strategic direction of Durlng the Oourse of 2ID1 9 and into 2[_]20‘

improved attention to customers’ needs. the Board actively reviewed and monitored

several key areas that it considers are important
indicators of the Company culture, including

Glassdoor list of best places to work health, safety and environmental matters

The resulis of the Employee Survey (above) are further bome out by the annual Glassdoor list of best places to (as set out on pages 28 and 37), custormer

work which is an independent survey across UK businesses of employees' perception of the Company for which senvice, land, risk strategy and di\.refsily

they work. ; ! )

The 2019 list, ranking the best piaces to work during 2020, showed the Company had maintained Its top fity ranking and inclusivity.
for the: third successive year and continued to be the highest-ranked of the major UK Housebuilding companies.

Employee retention >

The Board receives an update on HR rnatters at each meeting.

Qur employees offer one of our greatest competitive advantages and retaining their senvices is a key element
of our strategy. Voluntary employee tumover of 12.9% is lower than for 2018 and is aligned to a strong level of
engagement with the Company's strategy.

Health and safety

The Comparry maintains an absolute, non-negotiable commitment to maintaining a healthy and safe place of work
for all stakeholders, as described elsewhere in this Annual Report on pages 15, 23 and 28. The Employee Survey

described above found that 97% of employees understood their role in advancing this commitrment in their day to
day work.

Compliance

The Group has robust policies, regularly reviewed, conceming key governance areas including anti-bribery;

anti-comuption; anti-money laundering; and anti-stavery and human trafficking. Thesa policies are actively

promoted through online training; checks for successful completion of initial and updated training and guidance;

and annual sign-offs by senior management across the business.

These processes and chacks are underpinned by a robust Intemal Audit Department, whose work is monitored by

the Audit Committee as described on pages 103-104, and an independent whistieblowing process monitored by
«l the Board as described on page 75.
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Spotlight on employee surveys — a measure of culture?

Employee engagement is a useful output measure of
an organisation’s culture, in the same way as attrition
rate or a customer satisfaction score. However, a
typical employee engagement survey does not
provide information on values and behaviours.

Encouragingly, an increasing number of companies
present the results of their engagement

surveys, including historical trends. For example,
InterContinental Hotels Group plc (ARA 2019,
page 45) includes the bi-annual employee
engagement survey score as a KPI, provides five

years of data, and shares conclusions drawn
in the form of next year's priorities.

However, it is only by measuring values and
behaviours, the cultural ‘inputs’, that an
organisation can truly understand what is driving its
culture. An example of a company that transparently
shares insights obtained through a culture survey

is Polymetal International plc (Figure 17).

EY has been working with companies across
different sectors to develop their approach to

Figure 17: Polymetal International pic, ARA 2019, page 99

CORPORATE CULTURE SURVEY RESULTS

assessing and monitoring culture, moving their
focus away from a traditional employee engagement
survey to one that provides better evidence of

the values and behaviours that are both driving
performance and reducing risk.

3
--l"\‘ Simon Manterfield, EY Culture,

Diversity & Inclusion

Flexibility The Board acknowledges that culture is not set in stone and that this
'y is an ongoing proc ), the Board discussions will focus on:
Learning @ @ Purpo .
ulture, purpos
. . . s to formulate pr
Enjoyment @ @ caring . s to promote the ¢
luding through the in
Peaple 2T -
Independence < P Interdependence .
n and retaining talent.
Results @) @ Order ' L
Authority @ @ safety
A
Stability
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Fewer than 20% of companies in our sample
referred to the role of internal audit in monitoring
culture, and even fewer indicated that specific
culture audits may have been conducted. This
implies that the main unfiltered source of culture
insights available to the board is through direct
workforce engagement — even further amplifying
its importance. Many boards were only starting
to think about their approach to monitoring
culture prior to COVID-19. Now they will have

to adapt to doing this in the current remote
working environment.

Outcomes and actions

The way that companies identify gaps between the
desired and actual culture and explain the actions
taken to close them could be improved.

Many companies acknowledge the 2018 Code
requirements by stating that, where the board had
concerns, it asked management to undertake remedial
action. Few, however, are transparent about what these
concerns were or the actions needed to address them.
HSBC Holdings plc (ARA 2019, page 176) refers to
the need to improve the ‘speak-up’ culture in order to
develop and maintain a culture where employees can
raise issues and concerns without fear of punishment,

My role complements our internal work on improving culture. Following
a cultural survey, my engagement is used to probe deeper into certain
questions with the workforce — getting to understand what the issues are

behind the survey data.”

Designated Non-Executive Director, mutual financial institution
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embarrassment or rejection. Taylor Wimpey plc (ARA
2019, page 69 and see earlier example) summarises
the initiatives to be undertaken, while Polymetal
International plc (ARA 2019, page 99 and see earlier
examples) sets out the board's focus areas for the
following year. Even fewer companies, if any, explain
what targets have been set and how the board will
monitor the efficacy of actions taken to improve culture.

Clarity on tracking progress and action monitoring is
especially important for companies that have outlined
initiatives to change or transform culture or introduce
new values. It is difficult to articulate progress in a
credible way if no targets have been set.
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Managing risk

and viability

< From intent to action: risk From intent to action: viability >

Although the 2018 Code requirement seems to have led many

companies to increase their focus on emerging risks, more 1 2 3

insight needs to be provided to evidence that a company has

proper risk management procedures in place to identify and . . . R .

manage emerging risks. Give an overview of th'e' Plsclose the N Provide |.nS|ght into any
changes made to viability interconnectivity changes in the company's
scenarios in light of between principal and risk appetite and explain how
COVID-19 (and any other emerging risks when changes in appetite today will
significant events or assessing the company'’s help you remain competitive
challenges faced in the year) long-term prospects. over the long term.

Explain how the risk Describe how emerging risks and disclose the results of

management processes are monitored through the the scenario testing in a

were adapted to identify organisation. guantitative manner.

emerging risks — or what
is already in place to
identify them.
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Reminder -

» Provision 28 requires companies to complete a
robust assessment of the company'’s emerging and
principal risks, describe what procedures are in
place to identify emerging risks and explain how
these are being managed or mitigated.

» The 2018 Code does not define emerging
risks. Companies are not required to disclose
their definition, nor what emerging risks have
been identified.

> In our view, emerging risks are those that are likely
to materialise or have an impact over a longer
timeframe. This timeframe can vary, although we
recommend it should be no less than three years.
Emerging risks generally do not have much of a
‘track record’ or previous known experience against
which their impact or probability can be considered.
Therefore, it is likely that different ‘scales’ such as
vulnerability, velocity and preparedness may need
to be used to help assess, track and monitor them.

The growing importance
of emerging risks

The COVID-19 crisis has tested organisations’ risk
management processes and led to enhancements.
The pandemic is proof of how threats that may

have been seen as distant or ‘off the radar’ can
rapidly evolve and affect almost every aspect of a
company's business. It has really brought home the
requirements introduced by the 2018 Code regarding
emerging risks.

As noted in last year's ARA review, boards should first
define what an emerging risk is and ensure that the
term is understood throughout the organisation.'4
Companies' ARAs should then explain clearly what
procedures are in place to identify emerging risks and
be transparent about the frequency of assessment.

Emerging risks

In line with Provision 28 of the 2018 Code, some
December 2019 reporters have meaningfully
explained the changes they made to their risk
assessment processes in order to identify emerging
risks. For example, Fresnillo plc (ARA 2019, page 88)
summarises the activities undertaken to strengthen
its risk management process: it has defined the
emerging risk concept, deployed effective monitoring
mechanisms, carried out horizon scanning (including

4 Annual reporting in 2018/19: engaging stakeholders, restoring trust, EY, 2019.
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the use of third party information from global risk
reports and academic publications) to consider
disruptive scenarios, and implemented mitigating
control actions. The company has also enhanced its
risk awareness culture. Balfour Beatty plc (Figure
18) explains that the new requirement has been
embedded within the group’s risk management
reporting process. It describes its treatment of
emerging risks, explaining that these risks are subject
to discussion between the group, the strategic
business unit and the enabling function. Relevant
emerging risks are escalated to the Executive Risks
Steering Group for further analysis and validation.

Disappointingly, the vast majority of companies

only make generic references to emerging risks

when describing their risk management processes.
They provide little insight into whether existing risk
management processes were sufficient to identify
emerging risks or whether they had to flex or amend
these processes to do so. They give little information
about how emerging risks, once identified, are treated
and monitored.

Where companies clearly explain changes made from
a process perspective to identify emerging risks, there
are references to workshops, meetings, surveys, third
party information and — in the case of Rolls Royce
Holdings plc (ARA 2019, page 50) — the use of an app
to collect insights from a diverse stakeholder group.
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Figure 18: Balfour Beatty pic, ARA 2019, page 75

Emerging risks

As part of the July 2018 update to the UK Corporate Governance Code listed companies are required to identify the procedures they have
in place to identify emerging risks faced by the business and an explanation of how these are being managed or mitigated.

This requirement has been adopted and embedded within the Group's risk management reporting process and, in parallel with the day-to-day
management of risk, each Strategic Business Unit (SBU) and Enabling Function (EF) includes specific reference to its emerging risks in its half
year and full year risk submission. These risks form part of the discussion between the Group and the SBU or EF and relevant emerging risks

are escalated to the Executive Risk Steering Group for further analysis and validation.

Within Balfour Beatty, emerging risks are considered in the context of longer-term impact and shorter-term risk velocity and are viewed
in context with its Viability statement. The Group has therefore defined emerging risks as those risks captured on a risk register that:

> are likely to be of significant scale beyond a three-year timeframe; or

> have the velocity to significantly increase in severity within the three-year period.

Relevant emerging risks are discussed below:

RISK EVENT

IMPACT

CONTROLS

TIMESCALE

Climate change
Failure to adapt to climate change

» Exposure to fines, defects, project
delays and reputational harm

2 Climate change clauses built in to

contracts, ongoing review of reporting

pressures, regulatory change (i.e. Task amongst stakeholders, and operational regulations and use \r?ﬁ:lits
Force for Climate Related Financial x of up-to-date weather data in
Disclosures) and client expectations., # Climats chenge alsc prasents project planning.
several opportunities to the Group
{flood defences, improving utility > The Group is actively working with its
infrastructure, etc). customer base to showcase its
infrastructure capabilities.
Net Zero Carbon ¥ Reduction in future work including > The Group maintains strong relationships
Failure to adapt to increased social including with strategic clients and with its customer base to understand
awareness and client expectations. within frameworks. expectations and share potential limitations. \r‘;\%s
» The Group has demonstrable
capability in delivering innovative
and sustainable solutions.
Uptake of new technologies 2 Inability to deliver better for less resulting % The Group continues to drive innovation
Failure to embrace innovative in a loss of competitive advantage within through adoption of improved project
technologies to deliver efficiencies the marketplace and an inability to secure management tools such as Field360 V‘E(l§8

to the Group and its customers.
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further wark.

and is working with industry-leading
external advisers to embed creative
thinking. This is reinforced by the
appointment of a Chief Technology
Officer to lead the accelerated delivery
of change and innovation.
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Defining emerging risks

Although not required by the 2018 Code, an
increasing number of companies disclose what they
consider to be emerging risks in the context of their
organisation. When doing so, companies often refer to
them as unpredictable events and explain that those
risks could have a material impact on their business,
strategy or financial strength.

Not all companies refer to a timeframe. Those that
do, such as Reckitt Benckiser Group plc (ARA 2019,
page 75) and Balfour Beatty plc (Figure 18), tend to
consider a range between two and five years.

Reckitt Benckiser Group plc (ARA 2019, page 75)
defines emerging risks as: “an event that has the
potential to significantly impact RB's financial
position, competitiveness and reputation, specifically;

> When the nature and value of the impact is not
yet fully known or understood, giving the emerging
nature of the risks; and/or

» With an increasing impact and probability over
a longer time horizon (i.e., 5+ years)”

Emerging risks disclosures — climate change

This year, an increasing number of companies
disclose the specific emerging risks they have
identified. The most common ones relate to
environmental and technology issues, followed

by geopolitical issues. Companies that refer to
technology issues often focus on the risk of being
unable to embrace new technology, which may put
them at a competitive disadvantage.
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Spotlight on resilience
statements — the link
with emerging risks?

The Brydon Review of December 2019
recommends that “the board should make
a Resilience Statement that incorporates,
enhances and builds on the Going Concern
and Viability Statements”. This resilience
statement would be broken into three
sections: short term resilience, medium
term resilience and long-term resilience.

When addressing long term resilience,
paragraph 8.1.3.3 of the report states
that “... directors would reference the sorts
of threats that the company may face —
climate change may provide a particularly
good example — and describe either why
they believe the company is resilient in the
face of such threats or what processes are
in place to enable the company to plan its
reaction to these threats.”

We therefore see a natural link between
emerging risks and the proposed resilience
statement. We encourage boards to start
thinking about the alignment between
their emerging risk timeframe and the
extant requirement to consider and
disclose “long term prospects” (as part

of the viability statement), and also
potentially in future resilience statements.

Introduction

Some companies disclose climate change as both a
principal and an emerging risk. This might be because
it is such a broad term, with some aspects that are
well known and understood — leading to its inclusion
as a principal risk, and others that are still unknown —
hence an emerging risk to the company.

National Grid plc (Figure 19) has elevated climate
change from an emerging risk to a principal risk.

It makes effective use of a case study to illustrate
its approach and conclusion that, this year, climate
change is a principal risk.

Companies will be affected by climate change in different
ways and their approach to considering climate-related
challenges will also vary, depending on organisational
context. However, there is an expectation that
companies will at least describe how they have assessed
the impacts and are managing them.

An EY survey published in

July 2020, How will ESG performance
shape your future?, found that the
number of investors dissatisfied

with environmental risk disclosures
has increased by 14% since 2018.
86% of the investors dissatisfied with
the environmental risk information
they receive say it is “critical” that
disclosures in this area improve.

Further information on climate change can be found
on page 49 of this report.

In general, investors believe that more companies should be assessing
climate change as a risk, or at least as an uncertainty, in their reporting of
principal risks and uncertainties. However, investors are also interested in
which risks companies have themselves identified. There is an expectation
that how a company assessed the materiality of climate risk should be
reported even where it has not been considered a principal risk.”

Climate-related corporate reporting: Where to next? Financial Reporting Lab, October 2019
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Figure 19: National Grid plc, ARA 2019/20, page 23

Case study on climate change moving from an emerging risk
to a principal risk

Our risk registers typically include risks likely to manifest within the
short to medium, rather than longer term. In the case of climate
change, weather-related event risks previously featured, as did
transition risks associated with the decarbonisation of heat and
electricity and these were included as a threat in several of our
existing principal risks (e.g. energy interruption, disruptive forces).

Over the last 12 to 18 months, facilitated workshops were held with
each of the core businesses to ensure completeness of risk capture
specifically relating to climate change and our net zero commitment,
considering both physical and transitional risks.

Consideration was given to whether the individual or combined
risks arising from increased variability in temperature, and/or greater
wear and tear on assets under more extreme weather conditions
such as flooding and higher temperatures, should feature more
prominently. This was especially pertinent in the light of updates

in climate science, observations of the changing weather such as
increased intensity and frequency of storms on the US east coast,
and wildfire ferocity in locations such as South America, California
and Australia. We also understand the growing urgency to find a
solution to decarbonise heat and the future of gas in a way that is fair,
affordable and not overly disruptive to consumers.

As a result, a recommendation to develop a bespoke climate change
risk was considered by the Executive Committee and Board, and
discussed with US, UK and NGV executives and subject matter
experts. The addition of a bespoke climate change principal risk was
finalised in autumn 2019,
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of companies indicate
their risk appetite for
each specific principal
risk identified

Risk appetite

Only 18% of companies indicate their risk appetite for each
specific principal risk identified. This is unsurprising as the 2018
Code does not require any disclosures on risk appetite.

Provision 1 of the 2018 Code states: “The board should assess
the basis on which the company generates and preserves value
over the long-term. It should describe ... how opportunities and
risks to the future success of the business have been considered
and addressed, the sustainability of the company’s business
model and how its governance contributes to the delivery of its
strategy.”

Given this, in our view meaningful explanations on the level of risk
companies are willing to take provide useful information on how
the organisation will create a sustainable business over the long
term. The pandemic will undoubtedly have changed the overall
risk profile of many organisations and tested their risk appetite —
and investors will clearly want to understand such impacts.t®

It is therefore encouraging that some companies are providing
meaningful risk appetite disclosures. For example, The Weir Group
plc (Figure 20) includes a risk appetite statement using a tabular
format explaining the risks it is willing to take in order to achieve
its strategic priorities, and those that are deemed unacceptable.

We recommend that companies explain whether COVID-19 has led
their board to reassess risk appetite and how changes in tolerance
today will help the company remain competitive in the long term.

RISK APPETITE STATEMENT

Figure 20: The Weir Group plc, ARA 2019, page 52

The Weir Group is strategically positioned in markets with good long-term growth prospects. We will pursue ambitious growth targets,
and we are willing to accept a higher level of risk to increase the likelihood of achieving or exceeding our strategic pricrities, subject to the

parameters below.

Risk assertions Risk parameters

1. Organic growth
We will rigorously pursue divisional organic growth strategies to meet our
market growth objectives.

2. Mergers and acquisitions (M&A)
‘We will actively pursue ME&A opportunities that enhance our strategic
platform subject to meeting investment critena.

3. Returns and profitability

We wall not pursue growth at all costs, howewer, we expect high margins,
strong retums on capital and working capital discipline together with
cash generation

4. Capital allocation
We will encourage capital expenditure in pursuit of our growth ambitions
subject to Internal Rate of Return (IRR) hurdles and capital structure targets.

5. Capital structure

We are prepared 10 use lew
actively seek |
inourendr

2 in pursuit of our growth age
nd the Group but, recognis
ts, will maintain significant headroom against our

financial covenants.

6. Reputation and stakeholders

We will avoidfmanage situations or actions that could have a negative impact
reputation a eholders. We aim t ransparent with all of our
stakeholders unless prejudicial to our collective interests,

on

7. Safety, Health and Environment (SHE)
Ve will not undertake or purs tivities that pose unacceptable hazard
or risk to cur people, the communities in which we operate, or the
broader environment.

8. Country presence

We are prepared to enter new countries which offer opportunities for growth
tent with our overall strategy. We will not enter, or will exi
which present a high risk of harm to our people, damage to our reputation, or
breach of international sanctions.

con countries

Investment of resources will be consistent with divisional strategies and
expected divisional compound annual growth rates over five year plans.

Post-tax returns should exceed our cost of capital within three years of
the acquisition.

Short-term margin dilution is acceptable in gaining market entry but over the
cycle we aim for top quartile operating margins and returns on capital,

Local country cash flow p
discounted at country spe

tions for investment appraisal purposes
rates 1o account for risk weighted retums.

We will seek to maintain the ratio of net debt/EBITDA below two times (current
financial covenants 3.5 times) and will retain adequate headroom within our
dabt facilities at all times.

No tolerance for breaches of:

* [egislative/statutory requirements,
* Weir Code of Conduct

* International sanctions

* Delegated authority levels.

* Group and divisional policies.

* No tolerance for breaches of Weir Group Safety, Health and
Environment Charter.

Active community and environmental engagement is expected.
Target zero harm through continuous improvement,

No tolerance for breaches of:

* | egislative/statutory requirements.
s Weir Code of Conduct

* [nternational sanctions.

* Delegated authority levels.

» Group and divisional policies.

9. Innovation
We
customer offeri ng allowing us 1o maintain and expand our market shara

will invest in technology, research and development to innovate our

15 COVID-19 - Going concern, risk and viability, Financial Reporting Lab, FRC, June 2020.
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Target research and development spend of 2% of revenues
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Interdependencies
between risks

Given that risks are unlikely to occur in isolation,
assessing the correlation between risks is critical.

A lesson from the current crisis is that, although a
pandemic was reasonably foreseeable (it had been
an emerging risk for over 10 years) and could have
been well planned for, what was not predictable was
the level of interconnected events, nor the depth
and longevity of the crisis. Therefore, taking a more
considered approach to risk interdependencies is
essential for assessing enterprise risk.

The importance of interdependencies for risk
management was already noted by the WEF in

2014: "To manage global risks effectively and build
resilience to their impacts, better efforts are needed
to understand, measure and foresee the evolution

of interdependencies between risks, supplementing
traditional risk-management tools with new concepts
designed for uncertain environments."”¢

Few companies voluntarily disclose the interconnectivity

between their principal risks or the links between

emerging and principal risks. Some exceptions include

Vodafone Group plc (ARA 2020, page 63), which

explains its collective risk landscape using a diagram.

This exercise informs its scenario analysis, which is

then used to prepare the viability statement. Reckitt

Benckiser Group plc (ARA 2019, page 67) includes

a graphic showing the interconnectivity between its >
principal and emerging risks.

COVID-19 acts as a reminder that significant disruptions require risk-
based contingency planning, It is essential that companies consider
interdependencies and plan for a range of scenarios. The way a board
responds to these events — both during and after — will have a lasting
impact on stakeholder confidence in the company’s brand and reputation.”

Emma Price, Associate Partner,
EY Enterprise Risk Services

Acid Test Key Themes

16 Global Risks 2014 Ninth Edition, World Economic Forum, 2014.

Appendices



With the advent of artificial intelligence and smart
algorithms, companies should be able to understand
more clearly the way in which different risks interact
and correlate. They could then consider such
interactions and correlations to model different
plausible scenarios when assessing viability.

Responding to COVID-19

The WEF's Global Risk Report 2020 published in
January 2020 included infectious diseases among
the top 10 risks in terms of impact, but not in terms
of likelihood.!” Despite this, COVID-19 has upended
the entire global economy. Some organisations
warned that countries were not prepared to handle an
epidemic or a pandemic.

Although only a few December 2019 reporters
refer to health epidemics or COVID-19 specifically

7 The Global Risks Report 2020, World Economic Forum.

within their principal risk narrative, unsurprisingly

a significantly higher proportion of March 2020
year-end reporters do so. In line with investors’
expectations, companies have started to explain how
COVID-19 impacted their risks and how management
responded.!®

Pennon Group plc (ARA 2020, pages 61 and 62)
explains how COVID-19 has impacted its principal
risks using a one-page graphic to show how its risks
have evolved, including and excluding COVID-19. Its
principal risk table provides detail and gives additional
mitigating steps that have been taken in response to
the pandemic. Johnson Matthey plc (ARA 2020, page
69, 70-74, Figure 21) describes how the company has
responded to COVID-19. It explains its decision not to
treat COVID-19 as a new principal risk, articulating

its impact on each of the previously identified
principal risks. The company also explains that it has

reassessed its risks in light of COVID-19, identifying
which specific risks have been impacted.

This latter approach was generally favoured by most
of the March 2020 year-end reporters in our sample
and by the majority of companies that released their
30 June 2020 interim announcements by the first
half of August.

Assessing how COVID-19 has impacted risks is a
natural response. However, the pandemic should

also cause companies to reflect on whether their risk
management processes are adequate for spotting
similarly disruptive events or risks in the future. It also
underlines the importance of monitoring emerging
risks more frequently. For some companies, COVID-19
seems to have acted as a wake-up call about the
importance of having a robust risk management
process in place.

Given the company specific nature of Covid-19, we expect companies to
consider the specific resources, assets and relationships that are most under
threat and the steps being taken to protect them when setting out their

principal risks and uncertainties.”

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

8 COVID-19 - Going concern, risk and Viability, Financial Reporting Lab, FRC, June 2020.
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Figure 21: Johnson Matthey plc, ARA 2020, page 69

COVID-19

JM has been proactive in its response to COVID-19. The

Group Incident Management Team has been swiftly deployed
to manage the response to the current pandemic. While
coordinated and closely overseen by GMC, the team has
implemented several specific measures including a groupwide
pandemic response plan, a groupwide alert level status matrix
and a comprehensive site pandemic response measures
playbook. These measures have ensured that operations are
able to continue safely and in accordance with government
policy and regional guidance. M has also specifically focused
actions in managing cash flow, reducing cost and working capital
to ensure the group remains robust, with sufficient liquidity.

The board and GMC have further directed the updating of |M's
principal risks to reflect the impact of this pandemic. In mos
instances, risk definitions have not been changed as the
pandemic has not changed the longer term coverage of each
risk. However, it should be noted that additional actions have

Introduction Acid Test

been defined and where appropriate implemented to reflect
the impact of COVID-19. Consideration has also been given as
to whether COVID-19 should be treated as an individual risk.
The board agreed that the pandemic would be more effectively
managed through articulating its impact within each of the
existing principal risks rather than a stand alone item.

JM recognises that the current COVID-19 pandemic is an
evolving situation and we will need to continue to be agile in
managing this risk. Furthermore, we will continue to review
and challenge the principal risks providing an ongoing
consideration as to whether it needs to be recognised as a
stand alone risk in the future.

The crisis has also accelerated our learnings on how differently we
can use technology to connect, collaborate and engage with our
customers, suppliers and employees across the globe. We intend
to use these lessons, to ensure that as lockdown eases, we are
embracing new habits and opportunities this change has created.

Appendices

Key Themes




Climate change and
the UN Sustainable
Development Goals

From intent to action

There is significant and due stakeholder focus on how organisations address
sustainability challenges through their strategy and operations. The majority of
companies in sectors most affected by climate change now acknowledge that climate
change forms a material risk or opportunity for their company, but there has been
limited progress in improving the quality of climate-related disclosures.

1 2

Assess how climate change impacts Report back meaningfully on company-
your organisation and describe how it specific climate change targets, associated
has been integrated or considered in timelines and what actions have been taken
your strategy. to reach those targets.
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Climage change:
the urgency for action

Reminder — The expectations for companies to explain
how they are considering climate change and its impact
over the short, medium and long term, as well as how
they seek to minimise their own negative impacts on the
environment, have never been stronger. As last year,
this has been evidenced by strengthened shareholder
action and continued public interest.

» The Task Force on Climate-related Financial
Disclosures (TCFD) provides a voluntary framework for
reporting on climate-related risks and opportunities
and is structured around four areas: governance,
strategy, risk management, and metrics and targets.?

1 "Final Report: Recommendations of the Task Force on Climate-
related Financial Disclosures (June 2017)", TCFD, 2017.
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» Reporting in line with the framework indicates that
a company has considered how climate change
may impact the organisation and the implications
of the low carbon transition.

» There is a strong possibility under the Government's
Green Finance Strategy?°, with support from the
FRC, the Prudential Regulatory Authority, the
Financial Conduct Authority and the Pensions
Regulator, that TCFD reporting will gain a
mandatory footing and that listed companies and
large asset owners will have to disclose in line with
the TCFD recommendations by 2022.%!

» Under the new Streamlined Energy and Carbon
Reporting requirements (SECR) which apply for
years beginning on or after 1 April 2019:

- Quoted companies (as defined in the Companies
Act 2006) must report on their global energy
use in addition to greenhouse gas emissions in
their directors’ report.

- Large unquoted companies and limited
liability partnerships must disclose their annual
energy use and greenhouse gas emissions and
related information.

The Government's previously issued environmental
reporting guidelines were updated in March 2020
to reflect SECR. Given the focus on climate change,

entities subject to SECR should demonstrate
leadership by considering the new requirements
holistically rather than as just another reporting
requirement. For example, they could use the data
points to gain a better understanding of their impact
on climate change and capture the link between
environmental and financial performance (e.g., via
performance metrics to show the impact of lowering
energy usage on costs).

The COVID-19 crisis has amplified the reality of
natural threats and our vulnerability to them.

In a similar vein, despite scientific warnings and
political commitments, greenhouse gas emissions
continue to rise. For the first time in the history
of the WEF's Global Risk Perception Survey,
environmental concerns dominate the top 10
risks in terms of likelihood and impact.?? There is
increasing recognition of the need to integrate
climate and environmental factors into decision
making and strategy.

Investors are seeking a better understanding of how
climate change may impact the company's business
over the short, medium and long term. They also
want to know about the company's planned response,

20 Green Finance Strategy. Transforming Finance for a Greener Future, HM Government, July 2019.
21 In August 2020, the Department of Works and Pensions issued a consultation which (@among other things) invites responses on
proposals to disclose the assessment and management of climate risks and opportunities in line with the recommendations of TCFD.

22 The Global Risks Report 2020, World Economic Forum.

Introduction

Acid Test

Key Themes

including how it may need to change its strategy.
However, according to EY's July 2020 report ‘How
will ESG performance shape your future?', based

on a global institutional investor survey, companies
are failing to meet investors' expectations on
environmental, social and governance factors when
compared with 2018.

We need to close the ‘commitment’
gap between what we say we will do
and what we need to do to prevent
dangerous levels of climate change.
Governments cannot afford to wait.
People and families cannot afford to
wait. Economies must shift to a
decarbonization pathway now.”

Emissions Gap Report 2019, UN Environment
Programme, November 2019.
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Companies need to enhance their disclosures on of companies state in their

climate change and demonstrate they are moving 2019 ARAs that they adopt
from intent to action. or partially adopt the TCFD
. o
Based on our research, 41% of companies state framework. O this 41%: of companies have
that they adopt or partially adopt the TCFD not adopted the TCFD
framework. A few of these say they will seek to framework or are silent.
align their climate change disclosures to the TCFD state that they have started
framework by 2022. EY's 2019 Global Climate implementing the TCFD framework
Risk Disclosure Barometer, which assessed the in line with the UK Government's \ 23%
TCFD disclosures of the largest public companies Green Finance Strategy and will seek
in high-risk sectors, found “limited progress to align their disclosures with the of these state that
in addressing the quality of climate-related TCFD framework by 2022. they are aware of it
disclosures".2®> We are clearly in the early stages of and will look to align
this particular reporting journey. 1 2% 6 1 % their climate change
disclosures to the TCFD
< state that they have fully adopted state that they have framework by 2022. >
the TCFD framework, although this is fully adopted the TCFD
disclosed in a separate report to the ARA. framework in their ARA.

As part of our climate change policy issued in January 2020, Brunel set ambitious expectations of our investment managers
— they must demonstrate to us reduced exposure to climate risk and effective corporate engagement that puts companies and
portfolios on a trajectory to align with a 2°C economy. Effective engagement by our investment managers is reliant on good
quality corporate reporting. Companies must explain transparently how aligned their business is with the goals of achieving a
net-zero carbon future, their supporting efforts to keep global temperature increase to well below 2°C, and on the actions they
are taking to ensure this alignment. We also challenge them to explain how they are adapting their businesses to ensure they
are resilient to the impacts of climate change. Such disclosure helps us, and our investment managers proactively engage with
companies that are not delivering substantial progress in these areas.”

Faith Ward, Chief Responsible Investment Officer, Brunel Pension Partnership Ltd

23 For further details on the methodology of this research, please see page 20 of the 2019 EY Barometer report.
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Spotlight on EY's work with Climate Action 100+

TCFD has elevated climate risk to one of the

key risks facing many organisations, affecting
business models. Companies need to assess how
aspects such as the cost of carbon emissions and
energy, exposure to extreme weather events and
shifting demand resulting from climate change
and environmental trends will influence their

financial performance and longer-term prospects.

They then need to transparently report on what
they are doing to respond to these risks as

well as to harness any opportunities. Based on
EY's review of over 900 companies globally -
including 30 in the UK - most organisations are
not doing this particularly well. The findings are
summarised in our recent publication - Climate
Risk Disclosure Barometer 2020.

The TCFD has received significant support from
a large number of governments, regulators and
investors. For example, Climate Action 100+, an
influential investor initiative, has highlighted that
implementation of the recommendations is one
of the strategic priorities to accelerate corporate

action on climate change. Companies that are not
able to articulate how climate change factors into

their strategy are starting to look less credible in
the eyes of investors.

Introduction

14

In the first half of 2020, EY worked with Climate Action 100+ and a range of
stakeholders to gain insight into how investors are engaging with the world’s
largest corporate emitters including in the energy, transportation and
agriculture sectors. These insights have helped develop The Climate Action
100+ Net Zero Company Benchmark that clarifies investor expectations on
climate change and the indicators which will be used by investors to evaluate
company action and ambition demonstrated in tackling climate change.

The new expectations were announced in September 202024 and companies
should review these carefully ahead of their next reporting and annual
general meeting cycle given the investor focus.”

Doug Johnston, Associate Partner, EY UK
Climate Change & Sustainability Services

24 Climate Action 100+ calls for net-zero business strategies & sets out benchmark of largest corporate emitters, Climate Action 100+, September 2020.
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The TCFD framework recommends that companies
disclose the actual and potential impacts of climate-
related risks and opportunities on strategy and
financial planning where such information is material.
Companies are encouraged to describe the resilience
of the company's strategy considering different
climate-related scenarios. However, according to EY's
2019 Global Climate Risk Disclosure Barometer, "10
or fewer of the companies assessed disclose the use
of climate scenarios".

As noted by Mary Schapiro, Special Advisor to

the TCFD Chair and Vice Chair for Global Public
Policy at Bloomberg LP, in June 2019: "A company
that communicates its climate resiliency to its
investors will have a competitive advantage over
those that don't."2®

The TCFD recommends disclosing metrics and targets
used to assess and manage relevant climate-related
risks and opportunities where such information is
material. Companies should explain the timeframes
over which the targets apply, whether the targets are

absolute or intensity based, and the methodologies
used to calculate targets. In this year's ARA review, we
found that more than half of companies are disclosing
targets related to climate change. We encourage
companies to be transparent when disclosing these
targets, in line with the TCFD recommendations.

Companies that are transparent include Hammerson
plc (ARA 2019, pages 34 and 35), which provides
detail on how it will reach its targets in phases and
the progress made during the year is. ITV plc (Figure
23) provides granular detail on its targets and
performance in reaching them. International Airlines
Group (ARA 2019, pages 48, 50-54) uses a graphic
to illustrate how the company intends to meet a clear
2050 target of net zero emissions (e.g., through

new aircrafts, new types of fuel and offsets). It also
explains how it calculates values and shows whether
they have improved against their targets. BP plc
(Figure 22) explains its three specific aims supporting
its ambition to become net zero in 2050 or earlier.

25 Task Force on Climate-related Financial Disclosures: overview, TCFD, March 2020.
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Figure 22: BP plc, ARA 2019, page 40

Environment

Climate change and the energy transition

The world needs more energy to fuel prosperity and improve standards
of liv or a growing global population. This energy must be delivered
in affordable and reliable ways, but it must also be lower carbon. BP's
purpose is to reimagine energy for people and our planet. To deliver
this, we have set out a new ambition to become a net zero* company
by 2050 or sooner, and to help the world reach net zero.

Net zero aims

Aim 1: Net zero operations

We aim to be net zero across our entire operations on an absolute basis
by 2050 or sooner. This aim relates to Scope 1 (direct) and Scope 2
(indirect) greenhouse gas (GHG) emissions

Aim 2: Net zero oil and gas

We aim to be net zero on an absolute basis across the carbon in our
upstrearn oil and gas production by 2050 or sooner, This is our Scope 3
aim, and is on a BP equity share basis excluding Rosneft. This carbon
was equivalent to 360MteCOe* of emissions in 2019.

Aim 3: Halving intensity

Qur aim is to cut the carbon intensity of the products we sell by 50%,
by 2050 or sooner. This is a lifecycle GHG emissions intensity approach,
per unit of energy. It covers marketing sales of energy products and,
potentially, in the future, certain other products, such as those
associated with land carbon projects.

This metric also responds to the CA100+ resolution, which requires
us to report the estimated carbon intensity of our energy products.
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Figure 23: ITV plc, ARA 2019, pages 46 and 47

Reduce energy

WY
A\ f;//

N
— -
= = New energy targets’
"-’//,” \\\é“'—' Flagship target Sub targets
m Reduce greenhouse gas
" emissions according to
Environment oy

a1.5* science based
target (SBT)

Creating programmes
with the biggest impact
on the audience and
the smallest impact
onthe planet,

See page 62 for more information.

We are measuring our carbon emissions
maore accurately

In 2019, we implemented a new process
to capture global greenhouse gas (GHG)
emissions to enable us to get more
accurate data, This provides a new
baseline for our science-based target
(the GHG reduction necessary at ITV for
a 1.5 degree global warming limit}, and
for current and future energy reduction

0On a like-for-like basis, our 2019 emissions
reduced by 21% compared to 20182

During 2019, we continued to invest in
emissions reduction initiatives. We began
amajor infrastructure project to upgrade
the Emmerdale studios to low energy
production lighting and efficient air
conditioning, and have reduced the
impact of outside broadcasting by

Our Goal:

Reduce our carbon
emissions and waste,
and source responsibly.

Sustainable
Development
Goals

ITV is required to report

+ Reduce carbon emissions by 10% each year until
SBT isin place

+ Become a carbon neutral business

+ Purchase 100% renewable energy and join RE100:

ITV has signed up to support the Taskforce for Climate-related Financial Disclosures,

expanding our use of Hybrid Electric
Vehicles across Daytime, Continuing
Dramas and Regional News.

| We are increasing our purchase of

renewable energy
In 2019 we renewed the renewable
energy contracts at all our owned sites

of our global sites. \We will work with
our landlords in 2020 to increase the
number of sites powered by renewable
energy globally

We are carbon neutral

» All of ITV's 2019 emissions from our
operations (scope 1), energy use
(scope 2) and business travel (scope 3)
were offset by purchasing certified
«carbon offsetting credits

2019 Greenhouse Gas Emissions

indirect (electricity Source: 2019

o
trol. We use the GHG Protocol Corporate Accounting and

consumption) emissi

fromp
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We began a full renewable energy review

annually on the quantity ) 2019 2018
of carbon dioxide equivalent e Ry B
emissions in tonnes emitted  Total gross COze emissions
as aresult of activities (tCOz€) 20,812 20,066
for which it is responsible, Scope 1: Direct emissions (tC0.e) 9111 6,770
All data for the financial Scope 2: Indirect emissions
year ended 31 December (tCO.e) 1,701 13,293
2019is disclosed here for Total Group Revenue £3,885m  £3,766m
direct (gas, vehicle fuel. Ermnissions per unit/Em revenue
fuel oils and refrigerants

(tCOq€) 5.4 5.3
consumption) and e 55 3 o

Ppobal {0 for which we have

Reporting Standard and the Latest conversson factors from the Departrment
for Business, Energy & Industrial Strategy to calculate Scope 1emissions,
and the latest conversion fac tors from the International Energy Agency

to calculate Scope 2 emissions in tonnes of carbon dicxide equivalents.

31% of our data set is based on estimated data. Estimates are calculated

New waste targets

Flagship target Sub targets

« Decrease waste by increasing volume
of waste avoided, reused and recycled

« Zero single-use plastics in operations,
productions and supply chain

Zerg waste

We conducted an in-depth review of our waste approach in our
UK offices and on location productions. In 2020 we will use

the findings and recommendations to develop a roadmap to
achieving our zero waste target

We removed single use plastic from our hub site canteensin
London, Leeds and Manchester

| New sourcing targets

Flagship targets Sub targets
100% sustainable « All our suppliers must meet our
sourcing sustainability criteria

+ Support SME suppliers to improve
their environmental impact

+ We established a working group with our main UK broadcast
peers in 2019 to develop a best practice approach to securing
a sustainable supply chain across the industry

+ We are reviewing how to evaluate the erwironmental risk of our
suppliers, and what tools and platforms we need to track action
on those risks. This information will enable us to determine the
roadmap to our 100% sustainable supply chain target

New culture targets

Flagship target Sub targets

100% training = Environmental awareness training
for all staff and freelancers

100% albert « For all programmes we produce

certification’ and commission

- Weincreased the number of productions being recagnised
for sustainable production practices in 2075 by 92%, with
73 programmes achieving albert certification. We have
encouraged all our productions to complete the albert
calculator’ and certification and reduce their impact

+ We almost tripled the number of colleagues completing
environmental training online or in person, to over 1,800,
Aninternal engagement series on the climate crisis
achieved the highest feedback rating of any 2019 event

We established an ITV Green Team Steering Group, with
representatives from all business areas, to help deliver
our environmental targets throughout the business

Key Themes

« Werecognise the role ITV plays in covering the climate crisis and
promoting sustainable behaviours. We covered environmental
topics in a number of programmes in 2019, such as on current
affairs show Tonight and through the On Assignment
international magazine programme

- ITV Mews's latest series Earth on the Edge featured monthly
reporting on how climate change is happening in our world today,
covering the topics of water shortages, extreme heat, rising sea
levels, overpopulation and pollution
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The TCFD framework also recommends that Derwent London plc (Figure 24) clearly describes its Figure 24: Derwent London pic, ARA 2019, page 90

companies disclose their governance around climate climate change governance. It explains how climate

change. Although companies increasingly recognise change responsibilities have been delegated to its COvmivarongepnanmen.

climate change as a principal or emerging risk, they Sustainability Committee and the sustainability

often fail to explain how climate change is integrated team, but also shows how the Responsible Business

within their governance framework. Those that Committee is kept abreast of developments. -

do often explain that responsibilities have been oty o e oneumption and os

Board. The B
updates and pr
rformance an

assigned to a specific committee. This is frequently

a sustainability committee, a corporate social
responsibility committee or some equivalent, but
increasingly the terms of reference of other existing
committees, such as a risk committee, also now refer
to climate change.

from the Head of Su

Loan Market Asso

T / e from Di atitis
inc frormn December 2018 (the assurance statement is
available on our website).
We report under se | frarmmeworks to provid ( al t) 1[[{ 1 @ picture
of our progress |
and other companie £

Expectations of institutional investors are shifting rapidly with respect
to ESG risk and impact management. The 2020 Stewardship Code

has set a much higher bar for investors. All of this is transforming ',,Lﬂ?f ’“rffffff.l,ﬁ“."”‘ -rsaed Fnancl ischomrea(TOFT)
investors’ interest in corporate ESG reporting. This year, COVID-19 are on pago &3. |
has driven issues like public health and workforce resilience into
greater focus for investors, but the interest in climate-related risks is
here to stay. There are real opportunities to win loyal support from forms the Exscutive Co Responsible
investors for companies that commit to high quality disclosures and
actions that address material ESG issues in their businesses.”

Catherine Howarth, Chief Executive, ShareAction
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From intent to action

Although the majority of companies now reference
the UN SDGs, more needs to be done to evidence
companies' progress in achieving the SDG targets.

Once you have identified

SDGs relevant to your company, break
them down into the underpinning SDG
targets and set out quantitative metrics
and qualitative ambitions to monitor and
communicate progress.

Explain how the commitment to meet
SDGs is integrated into the company's
strategy and the governance system.

Show how the SDG targets have been
incorporated into operations and values
and explain what progress has been
made towards reaching the identified
targets over time.

Introduction

Acid Test

UN Sustainable
Development Goals

Reminder - In 2015, all United Nations
member states adopted the 2030 Agenda

for Sustainable Development — a global
agreement to eradicate poverty and strengthen
universal peace.?®

As part of this, there are 17 SDGs focused on
addressing economic, environmental and social
impacts and these are underpinned by 169
targets to help define progress.

Governments around the world have the
ultimate responsibility for delivering on the
goals and the UK is currently reviewing its
progress towards the SDGs.

Progress towards meeting the targets by 2030
cannot, however, be made by governments
alone — individual businesses must also play
their part. Equally, the SDGs relate to much
bigger issues than one company's sustainability
efforts — some require industry and sector-wide
collaboration and transformation.

We found that 56% of companies reference
the SDGs in their ARAs. The most commonly
referred SDGs are: Good health and well-being

(SDG 3) and decent work and economic
growth (SDG 8), followed by climate action
(SDG 13), gender equality (SDG 5) and
responsible consumption and production
(SDG 12). Unfortunately, not all companies
that mention SDGs in their ARAs explain the
actions they have taken or plan to take to
meet their commitments.

of companies reference
the SDGs in their ARAs

GOOD HEALTH GENDER
AND WELL-BEING EQUALITY

DECENT WORK AND
ECONOMIC GROWTH

26 Resolution adopted by the General Assembly on 25 September 2015, General Assembly, United Nations, September 2015.
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EY's July 2020 report ‘How will ESG performance
shape your future?', found that that 59% of investors
are making significant use of disclosures related to
SDGs. However, one of the challenges is the lack

of consistency by which organisations measure

and report on SDGs. Such disclosures will only be
valuable for investors if they are of high quality and
if companies report on their progress on a consistent
and comparable basis.

To this end, and in light of the demand for increased
convergence in non-financial reporting, the WEF's
International Business Council (IBC) coordinated

a project — developed by EY and other firms - to
identify a core set of metrics that are directly relevant
to achieving the SDGs and are universal across
industries.

The WEF IBC report issued in January 2020,

Toward Common Metrics and Consistent Reporting of
Sustainable Value Creation, consulted on a proposed
baseline set of metrics. It also recommended
disclosures that companies could use to align their
mainstream reporting and, in so doing, reduce
fragmentation and encourage faster progress towards
a systemic solution. The consultation period has now
closed, and an updated, refined set of both core and
more progressive, expanded metrics is expected to be
released shortly.

2" Hywel Ball, "How changing the way we measure value helps
companies focus on the long-term”, EY website.

Introduction

As EY's own Long Term Value framework
demonstrates, societal value is a vitally important
component of the holistic value that business
delivers to its stakeholders.?” Without a direct
linkage to strategy, measurable ambitions, and a
clear understanding of the value levers (financial,
consumer, human and societal) that a business
intends to use to deliver those outcomes, companies
are vulnerable to accusations of green-washing or
purpose-washing.

Acid Test
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We therefore encourage companies that mention the
SDGs to set out clear targets (either quantitative or
qualitative) to monitor and communicate progress and
disclose what specific actions they have taken towards
achieving those goals. Companies already doing this
include Croda International plc (Figure 25), which
clearly sets out targets aligned to SDGs, ITV Plc

(ARA 2019, pages 46 and 47) and Polymetal
International plc (Figure 26).

Appendices



Figure 25: Croda International pic, ARA 2019, page 30

Climate Positive
Carbon

o=
Cover

We will enable the transition to a low-carbon
economy. We will be Climate Positive, working
closely with our customers to develop products
that offer carbon saving benefits in use.

Target

* By 2030, use of our products will avoid four
times the carbon emissions associated with
our business, our 4:1 carbon cover ratio

Reducing

2]
Emissions &’ o

We will achieve our Science Based Targets
(SBTs) by reducing our emissions in line with
limiting the global temperature rise to 1.5°C
above pre-industrial levels, maximising the
use of renewable energy in our operations.

Targets
* By 2030, we will have achieved our SBTs,

in line with limiting global warming to
1.5°C above pre-industrial levels
* Thereafter, by 2050 we will achieve net
zero scope 1 and 2 GHG emissions
Sustainable

Innovation &’ o | @

We will accelerate the transition to bio-
based products, moving away from
fossil/petrochemical feedstocks.

Target

* By 2030, over 75% of our organic raw
materials by weight will be bio-based,
sequestering carbon from the atmosphere
as they grow

Introduction

Land Positive
Land

AEA
Use w | CO

We will save more land than we use, We

will increase agricultural land use efficiency,
protact biodiversity and improve food security
by sourcing sustainably and inspiring
innovation in our agrochemical businesses.

Target

* By 2030, the land area saved through the
improved vields and crop resilienceas a
result of the use of our crop protection
ingredients and seed treatment technologies
will exceed that used to grow our

raw materials
Crop ! BE.
Science =
Innovation

We will invest in innovation projects and
partnerships to support crop and seed
enhancement in mitigating the impact of
a changing climate and land degradation.

Targets

* Through to 2030 we will bring an average
of two crop technological breakthroughs
to market each year that are in alignment
with our SBTs and which help our customers
mitigate the impact of climate change and
land degradation

* By 2030, we will have established three new
partnerships to contribute to the recovery of
compromised farmland. We will work with
customers, universities and business
councils to achieve this

Acid Test

People Positive

Health & E
Wellbeing i

We will use our smart science to promote
healthy lives and wellbeing through the
development and application of our
ingredients and technologies.

Targets

* By 2030, we wil contribute to the successful
development and commercialisation of 25%
of WHO listed pipeline vaccines

* By 2030, we will protect at least 60 million
people annually from potentially developing
skin cancer from harmful UV rays, through
the use of our sun care ingredients

Gender =

Balance g

We will achieve gender balance in our business

by focusing on recruitment and development

opportunities to increase the number of women

in decision-making positions.

Target

* By 2030, we will achieve gender balance
across the leadership roles in our organisation

e DS
More Lives T

E

We will promote our smart science and help
improve lives using our technologies within
our local communities, where our science can
make a positive difference. We aim to create
STEM educational opportunities and provide
basic necessities through the use

and application of our ingredients.

Target

* We will establish and fund a Croda Foundation
to help improve more lives in our local
communities, supported by our technologies

Fundamentals

Health, Safety

and Wellbeing

Targets

* By 2030, we will achieve an OSHA Total
Recordable Injury Rate in the top 109% for
the chernical industry

* By 2030, we will achieve a 30% increase in
positive responses to the wellbeing areas in
our Global Employee Culture Survey

=

Process

Safety —

Target

* By 2030 we will have zero significant process
safety incidents per year. We will continue to
investigate and apply leamings from minor
incidents and near misses

* By 2030 we will conduct an independent
peer review of our Process Risk Reviews
(PRRs) for high hazard processes

Environmental E E
Stewardship O
Targets

* By 2025, we will eliminate process waste to
landfill across our operations

* By 2030, we will reduce our water use
impact by 50% from 2018 level

Fair

Income

Target

* By 2030, everyone working at Croda
locations, including temporary and
permanent employees, and all contractors,
will receive a living wage that is monitored
and reviewed annually

Key Themes

Supplier

Partnership

Target

* By 2030, we will ensure that all key suppliers
are responding to EcoVadis and engaging
with us to improve practices

[

Knowledge
Management

Target
* By 2025, 100% of our employees will receive
a minimum of one week's training per year

Quality
Assurance O
Target
* By 2030, we will achieve a 99.5% Right First
Tirne (RFT) rate
Product =
i +/+ | €O
Stewardship
Target
= By 2030, we will have conducted full
life cycle assessments for our top
100 ingredients
Responsible o™
- -
Business T
Targets
* By 2023, we will achieve an EcoVadis score
of at least 85
* By 2030, we will achieve ‘outstanding’ CSR

performance ratings across all themes within
the EcoVadis assessment
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Figure 26, Polymetal International plc, ARA 2019, pages 56 and 57
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Stakeholder
engagement
and s172

From intent to action

Now, more than ever, businesses need the trust of their stakeholders. Although most
companies disclose their key stakeholders and the key engagement mechanisms at a

high level, more insights are needed on how stakeholder engagement and other s172
matters are considered and influence the board's strategic thinking. This has been brought
into sharp focus during the pandemic as board decisions face even more scrutiny by
stakeholders, requlators and the public at large.

1

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

Introduction

2

3

Provide a balanced view of Set out stakeholder
the principal decisions and, outcomes?® and the impact
in respect of each principal that engagement has had

decision, explain how
s172 matters have
been considered.

on changing them.
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Reminder of key requirements

MRR

» Section 172(1) statement: A statement in the
strategic report to explain how directors have had
regard to the matters set out in s172(1) (a)-(f).

» Employee engagement: The directors' report must
detail how directors have engaged with employees,
and the effect of their regard for employee interests
on principal decisions taken by the company.

» Other stakeholder interests: The directors’ report
must summarise how directors have had regard
to the need to foster the company's business
relationships with suppliers, customers and others,
and the effect of that regard on principal decisions
taken by the company.

2018 Code

» Describe how key stakeholder interests and s172
matters have been considered in board discussions
and decision making (Principle D and Provision 5).

28 Stakeholder outcomes are the fundamental dimensions of
performance that matter to different stakeholders and are
therefore most material to the business.
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How the board engaged

Most companies are not starting from scratch on
stakeholder engagement. Previous years' disclosures
placed a greater focus on the engagement activities
undertaken by management — rather than by the
board. However, given that the new requirements
elevate the importance of s172 for boards, we expect
that boards also have some direct engagement

with material stakeholders (in addition to direct
engagement with employees — which is already a
reqguirement).

It is not easy to decipher from many of the
disclosures whether the board was involved directly in
engagement e.qg., when a passive voice is used or the
disclosure refers to ‘'we' rather than specifying who
was involved.

However, some companies clearly explain who

was involved with engagement. Lloyds Banking
Group plc (ARA 2019, pages 20-27) differentiates
between the board's direct and indirect engagement
for each key stakeholder group. For example, in
respect of customers, the chairman and a number
of Non-Executive Directors (NEDs) attended monthly
customer insight sessions (direct engagement) and
reviewed customer complaints to understand areas
for improvement (indirect engagement). Rentokil
Initial plc (ARA 2019, pages 76 and 77) details

the information flow to the board and direct board
engagement for each stakeholder group. For instance,
in relation to suppliers, the information flow to

the board included the review of payment

practice reports.

Impact of stakeholder
engagement

Some companies disclose more about the impact of
stakeholder engagement. Barclays plc (ARA 2019,
pages 16 and 17) outlines the feedback received from
stakeholders e.qg., that customers and clients would
like to find Barclays easy to deal with. HSBC Holdings
plc (ARA 2019, pages 17 and 18) provides examples
of actions taken in response to feedback the company
has received. For example, in response to customer

feedback around improving processes, the bank made
it easier for international customers to secure
a mortgage.

While many companies explain areas of concern and/
or topics engaged on at a high level in respect of key
stakeholders, few cover the impact of stakeholder
engagement on board decisions, as required by the
MRR and 2018 Code. Closing the feedback loop

- reporting on the outcomes of matters raised as
part of engagement - is key to building trust with
stakeholders.

As encouraged by initiatives like the Embankment
Project for Inclusive Capitalism (EPIC)*°, many
companies include measures of value or impact for
stakeholders e.g., customer satisfaction scores,
employee turnover rates and amounts of community
investment, such as Pennon Group plc (ARA 2020,

Reporting must cover the concerns raised by stakeholders, how companies have
understood the issues, and how they have thought carefully about how these
impact on the long-term success of the company.”

Annual Review of the UK Corporate Governance Code, FRC, January 2020.

29 EPIC established metrics to help companies better articulate and illustrate their long-term non-financial value. Created by the Coalition for Inclusive Capitalism and EY,
this project brought together a collection of participants, representing USS30 trillion of assets under management and almost 2 million employees around the world.
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pages 26-28) and Taylor Wimpey plc (ARA 2019, stakeholder considerations. For example, when Unsurprisingly, most companies tend to focus on

page 33). This is insightful and, in our view, the next Pearson plc (Figure 27) explains its decision to positive impacts of decisions. Companies need to

step would be to disclose a correlation i.e., whether acquire Lumerit Education, it includes detail on the be more balanced in their reporting by signalling

the engagement activities and resulting actions board's consideration of the impact on stakeholders potential adverse consequences of decisions on
contributed to better stakeholder outcomes over time. such as learners, shareholders and educational stakeholders and the long-term success of the

For example, what impact did customer engagement institutions. company, as well as the relevant mitigating actions
have on customer satisfaction scores? This would and strategies. This is especially relevant for 2020/21

We found few examples of companies addressing the

broader s172 factors beyond stakeholders, such as reporting due to the pandemic.

allow boards to flex their approaches to stakeholder
engagement over time.

the long-term consequences of decisions and their Legal & General Group plc (ARA 2019, pages 62 and
impact on a company's reputation and standing. 63) explains its decision to sell its general insurance
Principal decisions However, National Express Group plc (Figure 28) business, including the risks to key stakeholders and
is a good example of how this can be done, mitigating actions. It discloses that employees may
The MRR requires companies to explain how directors explaining holistically how s172 matters, including be negatively impacted and how, as part of the deal
have had regard for stakeholders on principal those beyond stakeholders, were considered in its negotiations, employees would be transferred to the
< decisions, as well as how s172 matters have been principal decisions. purchaser with protection of their contractual terms >
considered. Most companies disclose three or four and conditions and continuity of service.

principal decisions. However, 45% do not clearly
identify principal decisions or provide any narrative
e.g., by way of case studies, making it difficult to
understand how stakeholder considerations impacted
decisions and actions taken by the company.

The principal decisions most often identified relate
to capital allocation (e.g., around dividend policy),
board appointments, mergers, acquisitions and
restructuring, remuneration policy changes,
collaboration with business partners, approval of
strategic business plans and budgets, refreshing
company purpose, and a new ESG strategy.

The average number
of principal decisions
disclosed is between
of companies do not disclose principal
decisions to demonstrate how directors

Although companies take differing approaches considered s172.
to principal decision reporting, most focus on

Introduction Acid Test Key Themes Appendices




Figure 27. Pearson plc (ARA 2019, page 61)

Board decision-making = Acquisition of Lumerit Education

This case study on Pearson's recent acquisition of Lumerit
Education provides an illustrative example of how the Board
has regard to relevant stakeholders and their interests in its
decision-making processes,

In October 2019, Pearson announced the acquisition of

Lumerit Education, an ed-tech company that leverages technology
to provide students with a customised path to earn up to
three-quarters of their degree online and outside of a traditional
college. It aims to address the rising problem of the lack of
affordability of a degree, while trying to increase flexibility and
reduce the time commitment required to complete a degree,

Its clients include private-pay consumer students as well as
corporations providing tuition assistance programmes for their
employees. Lumerit Education uses data and analytics to match
learner profiles to academic programmes to enable more people
to prosper in their lives through learning. Pearson viewed the
acquisition of Lumerit Education as an opportunity to strengthen
and develop its strategic focus on employability and lifelong
learning. With this acquisition, we will use the Lumerit Education
technology to accelerate the growth of our Accelerated Pathways
business, making education more affordable and accessible in
all phases of life. Lurnerit Education works with employers to
deliver education programs that improve employees’ skills and
knowledge, building a workforce that's more competitive,
engaged, and prepared for the future of work. As Pearson's first
acquisition for five years, Lumerit Education was an important
milestone, The Board focussed on there being a strong strategic
rationale, clear integration plans and achievable synergies.

As part of the consideration process for this acquisition, the Board
received detailed updates from management, prepared by the
internal advisory team (with key input from the business and
external advisers) setting out the matters for evaluation, which
included the anticipated synergies, due diligence findings,
valuation and return impacts, stakeholder considerations and
detailed post-acquisition integration plans. In its deliberations,

30 Section 172(1) reporting: Emerging observations from December 2019 reporters, EY, April 2020.

Introduction

the Board also considered developing the capability in-house,
deciding against that option due to the expected time to complete.

Through the decision-making process, the Board considered the
impact onits key stakeholders, including:

Employers: The Board noted the potential role for Pearsonasa
‘matchmaker’, leveraging our experience to provide educational
options to arganisations looking to recruit, retain, upskill and
re-skill their employee base. Lumerit Education’s offering
ensures better utilisation of costs already allocated to tuition
reimbursement programmes, improves employee retention,
course completion and helps to upskill employees.

Learners: Lumerit Education's offering provides learners with
flexibility, helping them find the most efficient way to earna
depree. The acquisition will enable Pearson to apply its expertise
in courseware to the delivery of general education and gateway
courses and to make an impact on student learning outcomes.

Educational Institutions and Educators: The ability to offer
on-demand courses through Lumerit Education’s ‘Global Digital
Classroom’ provides educational institutions and educators with
the ability to offer any of the classes, at any time. The technology
also allows partners access to a funnel of transfer students who
want to complete their degree.

Employees: The Board considered the current employees of
Lumerit Education in their deliberations, including how best to
preserve the culture and sense of energy that the strong
Lumerit Education leadership team had created and minimise
the disruption to them while integrating the Lumerit Education
team into the wider Pearson culture.

Shareholders: In evaluatingthe acquisition prospect, the Board
considered the alignment of Lumerit Education with Pearson’s
strategy, ensuring that it was a good fit and would bring synergies
to the business.

Acid Test

For further examples and insights, see our emerging
observations on s172 reporting based on a review of over
60 FTSE 350 companies with December 2019 year-ends.3°
This analysis follows on from our reporting framework
outlined in a preceding EY report published in 2019,
‘Deconstructing the Section 172(1) statement’.
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Figure 28: National Express Group plc, ARA 2019, pages 66 and 68

In making decisions, the Company's Directors are cognisant of all their legal duties, including their duty under Section 172(1) of the
Companias Act 2006 to act in the way that is most likely to promote the success of the Company for the benefit of its members as a
whaole and to have regand (among other matters) to the factors set out in Section 172(1)a) to (f) of the Companies Act 2006. Examples of
some of the principal decisions taken by the Board during the year and an explanation of which factors the Directors had regard to when
reaching such decisions, including those sat out in Section 172{1)a) to (f) of the Companies Act 2006, are set out in the tabls below:

Key of factors considered

Financial impact

| Leng-term impact

Reputation Acting fairly batwean members.

2 Community & environrment

w0 | Fostering

Board decision

# | Er ¥

Directors’ consideration of factors in accordance with 5.172(1)

Board decision

Directors' consideration of factors in accordance with s.172(1)

Successful bid for and S b
award to the Company's J\is)
ALSA division of a

15-year contract to

operate urban bus
services in Casablanca,
Morocoo

Acquisition by the
Company's UK division
of thes business of
providing Home to
School and Ring and
Ride services for
vulnerable children
and adults in the West
Midlands {out of the
administration of the
previous provider)

- The contract would generate revenues of c.€1 billion over its 15-year term and
contribute to the delivery of the Company's growth strategy by further expanding the
wban bus segment of the Company's ALSA business

= The Company's investment in a brand new wrban bus fleet would improve both the
safety of the bus operation and reduce its impact on the environment through newer
wehiches amitting fewer harmful emissions

— The Company's commitment under the contract to redesign the urban bus network
and Introduce a new ticketing and payment system should enhance passengers'
experience of urban buses for the benefit of the Casablanca community

- The contract awand would mean the assumption by the Group of the incumbeant
operator’s drivers who, through becoming part of the Group and being subject to the
Group's Global Safety Policies, would benefit from risk profiling and being provided
with further training or other actions to reduce risk profiles

— The acquisition would anabla the Company 1o access a new UK market, creating potential
apportundty in the konger term for further growth in this. market

- The acquisition would secure the continued provision in the West Midlands of these vital
community senvices

= The acquisition would secure the employment of c.600 of the emplayees who worked for
the seller companias in administration

~ Improvement of the fleet to be carmed out immediately post acquisition would improve the:
safety and reliabdity of thesa vital services and reduce hasm to the environment through
fewer emissions from the improved fleet

- The would result in @ transferring being paid at the least the Real
Living Wage and having access 1o wider employment opportunities within the National Express
Group

- The acquisition would strengthen the Company's UK bus business' relationship with two
of s kiry stakeholders: Transpont for Waest Midlands and Birrninghar City Council, which
are invested in tha continuation of these vital community services and keen to seathe
Improvaments in the senices that the Mational Express Group is able 1o offer

Acquisition by the oy
Company's North
America division of
‘WeDriveU, the premier
corporate shuttle
service provider in
Silican Valley, USA

Refinancing of c.£650
million of maturing Euro
notes, Sterling bonds
and other debt facilities
through the Company's
debut US private
placement of notes and
the issue of notes under
the Company's EMTN
programime:

= The acquisition would deliver favourable financial returns against all three metrics
which the Group uses to assess acquisitions and contribute to the delivery of
the Company's growth strategy. both immediately by the entry into the large and
tast-growing LUS corperate shutth market and langer term thraugh leveraging the
combination of WeDrivell's brand and axperience and the Group's base and quality
of operations 1o grow the business across North America and bayond

- By providing an entry point into the US corporate shuttle market which, by its nature
provides drivers with more regular and less seasonal work than the school bus
business, the acquisition would create more employment opportunities for the Group's
cument employees working in school bus and, through growth of the Group's corporate
shuttle segmeant, more empl opp ities g iy

- The acquisition would enable the Company to foster new business relationships with
WeDrivel)'s impressive customer base, which incledes major blue-chip corporates

- The acquisiticn could potentially expose the Company to higher reputational risk
as a result of the regulatory and legal claims environment in California, USA, where
WeDrivel) operates. This would be mitigated by WeDrivell's high operating standards
as demonstrated throwgh its safety record (as i through due and
through the Growp's ability to enhance those standards further through implementation
of the Group's Global Safety Policies.

- The acquisition would enable the Company to sarve the communities in which
WeDrivel) operates by providing commuter shuttle bus senvices connecting people
with their work, and in a way that reduces the impact on the envirenment by reducing
reliance on parsonal cars

- The refinancing would secure the liguidity required for the Company to execute its
leng-term strategic plans over the 7-12 year blended tenor of the new debt

- The new debt would be secured an very favourable financial tarms, both as regards
coupon and having regard 1o delayed draw features (reducing doubbe cost of carry)

= The refinancing would enable the Company 1o develop lending relationships with
cortain debt investors that were new 1o the Group, and build on those with debt
investors that already lend to the Group

- The decision to secure debt rather than equity funding would help 1o ensure that
shareholders, including small shareholders who may ot be able o take up their rights
in a rights issue, would benefit aqually from the delivery of the Company’s strategy
funded by debt

_0

Casablanca contract - having
regard to other stakeholder
interests

Subsequent to the dward of the
Casablanca urban bus contract to

the Company’s ALSA division, the
Casablanca transit authority requested
ALSA to start providing services under
a transitional confract In advance of
commencement of the formal contract
to secure the continued provision of
senvices to the public. The Company
had due ragard to the authority's
interest in acceding to such request.

Introduction
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Acquisition of WeDrivell -
having regard to employee
interests

The Board's regard to the importance
of retaining and incentivising the
management team of WeDrival
strongly influenced the structure of the
acquisition, with the Company initially
60% of the equity, with put

-9

Acquisition of West Midlands Home to School and Ring and Ride
services business - having regard to other stakeholder interests
One of the principal reasons for the Company”s UK division's acquisition of the
business of providing Home to School and Ring and Ride services out of the
administration of the previous provider was to assist Transport for West Midiands

= with whom the Company’s UK bus business has been working in alliance to
provide public transport services in the West Midlands over many years - in securing
thi continued provision of these vital Services. The Company also had regard 1o
Birmingham City Council's interest in securing these services in accordance with its.
statutory duty to do so.

Acid Test

and call options over the remaining
40% equity which continues to be
held by the management. The valug
of these options depends on the
success of the WaDrivell business
over the next three years aligning the
C 's and such g 's
interasts in maximising that value.

Key Themes

To ensure that the Company's Directors.
have regard to all factors that are
ridevant when taking decisions, the
papers preparad by the Executive
Directors, senior management and

The minutes of the Company’s Board
and Gommittee meetings are also
increasingly recording how relevant
factors, including those refermed to in
Saection 172{14a) to (f) of the Companies
the Company Secretary which seek Act 2006, have been taken inlo account,
a decision from such Directors have allowing Directors to refer back and
always drawn attention o the relevant remind themselves of the rationale for
factors that should be taken into it king as requined, i ing
account. when called upon to take similar or
ralated decisions In future.

I th year under review, this practice
has been enhanced by the inclusion in
such papers of a dedicated appandix
which collates the factors referrad 1o in
Saction 172{1)a) to () of the Companies
Act 2008,
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COVID-19 considerations

As with purpose (see page 24), COVID-19 has served
as a real test case in bringing stakeholder voice and
boards' s172 duties to life — and some of this comes
through in reporting.

... a short-term economic crisis such
as the one induced by the coronavirus
outbreak reveals which companies
truly embodied the stakeholder
model, and which only paid lip
service to it [...]. The Covid-19 crisis

is a litmus test that shows who

has been ‘swimming naked’ while
endorsing stakeholder capitalism.”

Klaus Schwab, WEF Founder and Executive Chairman

A number of reporters with year-ends on or after
March 2020 explain how they engaged with and
considered stakeholders who were hardest hit by

Introduction

COVID-19. These included customers who struggled
to pay or who were due refunds, as well as suppliers
e.g., in relation to any delays in payment. Some
companies comment on their contribution to society,
particularly in fighting the virus.

For example, British Land Company plc (ARA 2020,
page 97) describes its decision to release certain
customers from their rental obligations for three
months and to defer around £35m of rental payments
for the quarter ended March 2020. United Utilities
Group plc (ARA 2020, page 102) explains that it

has been engaging with its supply chain to better
understand their financial difficulties and is committed
to temporarily altering payment terms with suppliers in
the short term, paying them within seven days where
possible to support their cash flow. Vodafone Group plc
(ARA 2020, pages 54 and 55) describes its five-point
plan to help communities e.qg., by providing network
capacity and services for critical government functions,
facilitating working from home, helping small and
micro businesses within its supply chain, and improving
governments’ insights in affected areas.

In addition, many companies refer to the principal
decisions taken when dealing with COVID-19, such
as capital allocation decisions (including whether to
pay dividends) and changes to workforce terms and
conditions. For example, Royal Mail plc (ARA 2020,
pages 110 and 111) explains why a final dividend
should not be recommended and discloses the

Acid Test

Key Themes

temporary enhanced sick pay terms for colleagues
who experienced or showed symptoms of COVID-19
(even those with less than one year's service). It also
reports that it is paying a recognition award of up to
£200 to frontline colleagues who worked through the
crisis since March. Johnson Matthey plc (ARA 2020,
pages 9 and 33) describes the board's donation to
the company's science education fund equal to 20%
of board members' salaries and fees, and pledges

to make no member of staff redundant and not to
furlough staff until June.

As companies continue to grapple with and emerge
from the crisis, we expect to see disclosures on how
boards adapted their stakeholder engagement and
considered s172 when making decisions.

40% of people have already convinced
others to stop using a brand that they
felt has not responded appropriately in
response to the pandemic.”

Edelman Trust Barometer Special Report: Brand Trust
in 2020
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EY

Workforce engagement

and diversity

From intent to action:

The 2018 Code and related MRR heightened the focus on workforce engagement. Having completed the first cycle of
implementing these changes, companies could further improve their reporting as they move from intent to action.

1

Communicate the importance
of your workforce: if the
workforce is considered a

key strategic asset, explain
how it underpins the operation
of your business model and
the delivery of your strategy.

Introduction

2

Identify how the board
engages with the workforce,
the resulting feedback and
input it has received and how
this was considered in the
boardroom.

Acid Test

3

Describe the feedback loop
to the workforce, including
an explanation of decisions
or actions taken.

A

Disclose (using data and
metrics where possible)
whether workforce
engagement mechanisms

are effective, and the changes
being considered to ensure
that the voices of all significant
parts of the workforce will be
heard in a meaningful way.

Key Themes

5

Set targets for gender and
ethnic representation at board
and senior leadership levels.
Establish plans to achieve
these and report on progress
at least annually.
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Reminder -

Alongside the requirements introduced on stakeholder
and employee engagement through the MRR, under
the 2018 Code boards have to adopt one — or a
combination — of the following mechanisms to engage
with the workforce, or explain what alternative
arrangements

are in place:

» A director appointed from the workforce

» A formal workforce advisory panel

» A designated non-executive director (DNED)
The 2018 Code also requires the remuneration
committee to engage with the workforce to explain

how executive remuneration aligns with wider
company pay policy.

Communicate the composition
of your workforce and why it
is a key strategic asset

Though many companies identify their people as a key
strategic asset, there is often lack of follow through

in the accompanying narrative as to why this i.e.,

how the workforce is essential to the operation of the
business model or the delivery of strategy. Investors
are keen to see expanded information on aspects such

Introduction

31 Workforce-related corporate reporting, Financial Reporting Lab, FRC, January 2020.

as risks and opportunities related to the workforce,
how the business is investing in the workforce, what
changes need to be made and how the company
measures the contribution of its workforce.3!

We encourage companies to explain who their
workforce is through a mixture of quantitative and
qualitative information. Quantitative data could
include input metrics to describe the workforce

e.g., on the basis of employment type, gender or
nationality. It could also include output metrics that
demonstrate the value of the workforce as a strategic
asset or indicate the outcomes or value created for
the workforce e.qg., retention rates, investment in
training or action on whistleblowing cases.

We found that most companies report a small
selection of input metrics, with few reporting output
metrics. Companies should assess what would
enable readers to build a picture their workforce.
Reporters showing specificity include mining
companies, Anglo American plc (ARA 2019,

page 50) and Antofagasta plc (ARA 2019, page 95),
which provide granular detail on the composition of
their workforces, such as how many individuals are
from local mining or disadvantaged locations.

Acid Test

Key Themes

Who do you engage and
how do you engage them?

The 2018 Code emphasises that boards should
engage with the workforce rather than just a
company's employees (which is a requirement of

the MRR). The Code's reference to the workforce is

a deliberate attempt to capture not only those on
traditional employment contracts, but also a wider
pool including contractors or those with alternative
working arrangements. In our ARA review we found
that some companies clearly define their workforce.
Examples include AstraZeneca plc (ARA 2019, page
107) and Reckitt Benckiser Group plc (ARA 2019,
page 47). However, from our discussions

with board members and company

secretaries, to date the focus has / ageu
been mainly on employee engagement.
This is partly because the engagement
requirement is still bedding in,

so companies chose to

start with their
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immediate employee pool; but it also reflects some
anxiety around blurring the lines in terms of legal
responsibilities for non-employees. It is likely to take

a few iterations before boards land on a more final
engagement approach, but companies with a large
proportion of staff on arrangements other than standard
employment contracts should consider this carefully.

In terms of how engagement has been approached,

the DNED has been the most popular mechanism.3?

In many cases this has been implemented in conjunction
with existing mechanisms, such as employee forums.
Employee engagement is not a new concept —s172is a
long-standing directors’ duty — so companies have been
keen not to reinvent the wheel. We advise companies

to review existing engagement mechanisms and look

to see how these can be improved or expanded.
Companies that have provided a good explanation of
their chosen engagement mechanism include Prudential
plc (ARA 2019, page 99), William Hill plc (ARA 2019,
page 65) and BAE Systems plc (ARA 2019, page 95).

Ensuring engagement
is meaningful

Many disclosures concentrate on the processes around
workforce engagement. However, it is more important
for companies to give insights into the engagement
outcomes and, crucially, the impact of those outcomes
on board decisions. Participants at DNED roundtable

discussions we hosted in May 2020 acknowledged
that the workforce feedback gathered to date has
had limited impact on strategic board decisions, as it
has often centred on more operational matters. This
is largely because the mechanisms are new and also
due to some initial scepticism from the workforce.
Trust should build over time so that the issues raised
provide more meaningful insights. Our 2020 paper,
Designated NEDs: The journey from scepticism

to meaningful insights, includes ideas to raise
conversations up to a strategic level.

Designated NEDs:
The journey from
scepticism to
meaningful insights

Insights on workforce engagement
fram discussion roundtables

32 Annual Review of The UK Corporate Governance Code, FRC, January 2020.
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Some topics are particularly challenging in terms

of achieving meaningful workforce engagement.
This may be because they are complex, such as
executive remuneration policy, or are not seen to be
of direct relevance to the majority of the workforce.
We encourage companies to think of alternative
methods e.g., podcasts or internal newsletters,

to explain and engage on these topics, as done by Man
Group plc (ARA 2019, page 80) and Prudential plc
(ARA 2019, page 164). There is a need to invest
time and break down certain subjects to enable the

Designated NEDs: The
journey from scepticism to
meaningful insights

This paper summarises the
key themes and insights from
our May 2020 roundtable
discussions with DNEDs,
company secretaries and
HR directors on workforce
engagement. It provides
practical thoughts on how to
approach it and aims to help
DNEDs evolve and become
more effective in their role.

Appendices




wider workforce to contribute to conversations.

This could help the 4% of companies we found not

to be complying with the 2018 Code's Provision 41,
which requires the remuneration committee to
engage with the workforce to explain the alignment
between executive remuneration and wider company

pay policy.

The 'new normal’ of working

The COVID-19 pandemic has resulted in extensive
remote working and engagement, with the

result that communication has never been more
important. Companies such as Taylor Wimpey plc
and The Weir Group plc have held regular employee
pulse surveys and virtual townhalls to stay in touch
with employees. We heard in our DNED roundtable
discussions how virtual engagements have worked
surprisingly well. With everyone engaging virtually,
the playing field has been levelled, often leading to

Reporting on what
has been done

Insightful disclosures clearly explain the engagement
mechanisms in place and why they were chosen.

This is useful in the first year of reporting against any
new governance requirement. Companies that report
well in this area include Aggreko plc (ARA 2019,
pages 50 and 55), BP plc (ARA 2019, pages 88 and
89) and Elementis plc (ARA 2019, page 63).

Given the often relatively informal nature of workforce
engagement, the better disclosures include case
studies or personal viewpoints from the DNED or
participating board members e.g., Reckitt Benckiser
Group plc (ARA 2019, page 47) and Essentra plc
(Figure 29). These help to bring the engagement

to life, giving colour to the disclosure. We suggest
viewpoints could focus on the feedback heard and how
it has been influencing board decision making.

Introduction Acid Test

Key Themes

better overall participation. Many DNEDs have been
pleasantly surprised by such outcomes and hope to
continue with some virtual engagement, even when
social distancing restrictions are lifted.

As companies continue to adapt their engagement
mechanisms and meet the challenges presented by
the COVID-19 pandemic, we encourage reporting
in the next cycle to be open about the changes that
have had to be made and reflect on what has

and has not worked.

‘.'ﬂ g _’4
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Figure 29: Essentra plc, ARA 2019, pages 76 and 77

Directors' Report

Corporate Governance Report continued

What have you enjoyed most about the role? ‘What has been the reaction from the Board? ‘What have been the challenges of the
O eouse ' nat rh T RO sk et role and how do you see it developing?

0

How has the role influenced decision-making
by the Board?
. O
Board engagement with employees

In January 2019 Mary Reilly was designated as Board Employes
Champion. In this rale Mary has travelled to sites around the
world to meet employees, host town halls, learn about
employee experiences and toke back to the Board any What are the benefits of having this
feedback or questions. Given the importance the Board places designated role on the Baard?

on engagement and the desire to hear ond understand even

more, in Movernber 2019 Ralf Wunderlich joined Mary in this O hen ¢ e

role. In 2020 they will visit more Essentra sites - in Asia, FichN It 51 d ke

Eurcpe and the Americas — efther alone or tegether.

What are you hoping to see evidence
of during your visits of 20207

What are the main themes coming out
of your meetings with employees?

Mary Reilly
Non-Executive Director
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‘What has been the reaction from 13 mad -
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Looking beyond gender diversity

Gender diversity has received due attention for the
best part of the last decade. Although we cannot rest
on our laurels just yet, much action, transparency
and accountability has been driven by the Hampton-
Alexander Review, and the statutory reporting of
gender diversity and gender pay gap metrics. But
what about diversity beyond gender?

It has always been a requirement of UK corporate
governance codes for boards to consider diversity

in its widest sense. There has also been a growing
recognition of the benefits of a diverse workforce and
its ability to drive competitive advantage. Even so,
broader diversity issues have not received the same
attention as gender until recently. There has been less
accountability, resulting in fewer concrete actions.
However, this year the sad events leading to the Black
Lives Matter movement have sparked a drive to create
real change. Companies can no longer ignore these
social calls and must be both bold and transparent
about the actions they are taking.

Reporting on board diversity:
adding specificity and
accountability

In this year's ARA review, 56% of companies report
board diversity metrics around the composition
of their board (beyond the requirement to report

Introduction

the board's gender diversity). The most frequently
reported metrics are nationality, tenure and age.

Surprisingly, only 12% of companies currently report
the ethnic diversity of their board. More will need to
be done to meet the recommendations of the Parker
Review, including its aim to achieve ‘One by 2021" in
FTSE 100 companies (2024 for FTSE 250 companies).
ARAs should describe the board's policy on diversity
and the company's efforts to increase, among other
things, ethnic diversity within its organisation,

The Black Lives Matter movement has
sparked long-needed conversations
about the roles all businesses play

in creating change. Executives have
woken up to the impact that staying
silent can have on customer loyalty,
brand, reputation and, in some cases,
investor confidence.”

Arun Batra OBE, Partner, EY
Culture, Diversity and Inclusion
and CEO and founder of The
National Equality Standard

47>
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Spotlight on UK National
Equality Standard

The National Equality Standard (NES) is
the UK's leading diversity assessment
framework. It enables organisations to
measure diversity and inclusion (D&I)
across their regions, business units and
departments. The NES was founded by
Arun Batra, EY Partner, in partnership
with the UK Government and in
collaboration with 20 public and private
sector organisations that are market
leaders in attracting, recruiting, developing
and retaining diverse top talent.

The NES takes a holistic approach to
incorporate all aspects of D&I into a single
national standard. It addresses all nine
protected characteristics and broader

D&I considerations (e.g., social mobility).

Participation in NES assessment ensures
long-term sustainable change and a
beneficial impact on productivity and
growth. It also provides a detailed
roadmap with recommendations to help
organisations improve their diversity.

To find out more on how EY can
provide NES assessments visit:
www.nationalequalitystandard.com
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Figure 30: Ocado Group pic, ARA 2019, page 77

Combination of skills and experience as identified by the Board

Although companies are more openly discussing the challenges
to increasing diversity, there isn't much accountability — only 12%
report the ethnic diversity of their board.

=]

including at board level.

Some companies disclose broader aspects of the diversity of their

board, usually reported using tables or graphs. Examples include

British American Tobacco plc (ARA 2019, page 81) and Ocado

Group plc (Figure 30). Some such as Standard Chartered plc (ARA

2019, page 104) also report transparently on the board diversity

policy, providing progress updates on the policy’s objectives. >

< i - The 2018 Code introduced a requirement for the ARA to reflect
' how the board evaluation has or will influence board composition.
Companies signal their positive intentions to improve diversity
s . . bl b through future board appointments. However, this intent should be

@

=
=

accompanied by detail on how it will be put into action.
In particular, companies should include:

® b S TEN » Measurable objectives for board diversity with a link to a
Diversity fto have a commentary of performance against them.
Characteristics ty defined by the Equalit 20107 . . .
® o » An explicit reference to the requirements of the Parker Review
5 e.g., one director from an ethnic minority background by 2021
' N ittainment for a FTSE 100 company (or 2024 for FTSE 250).
Wil : S » How diversity has been incorporated into director

succession planning.

» How diversity is considered within the board'’s evaluation.

» Initiatives for achieving ethnic diversity at senior
management level.
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Wider company diversity

The reporting of broader D&I below board level remains light and
limited to policies and commentary on initiatives. More could be done to
increase transparency by broadening the metrics reported, particularly
on ethnicity. ITV plc (Figure 31) demonstrates how companies can
create accountability by reporting on their progress against a spectrum
of diversity targets across the company.

Another way to improve insight into diversity issues is to highlight
particular initiatives e.qg., through case studies evidenced with relevant
progress statistics. Glencore plc (ARA 2019, page 33) presents a case
study on its #SheRocks campaign, describing the initiative to encourage
more women into the mining industry. Statistics on the number of
women students in the company's programmes, as well as prior-year
comparisons, are quoted. Man Group plc (ARA 2019, page 45 and
46) includes Q&As with employees who have taken up flexible working
policies around caring and parental responsibilities. The disclosure
from Balfour Beatty plc (ARA 2019, pages 44 and 45) provides

detail on key achievements and external recognition of its diversity
progress, including around gender. Fresnillo plc (ARA 2019, page 70)
demonstrates how it is encouraging greater gender diversity, stating
what has and will be done to achieve improvements. It considers many
aspects that might unconsciously influence gender bias e.g., in
performance appraisal practices and the use of role models.

There is a drive for increased accountability to help meet broader
diversity objectives. This may come through future iterations of the
2018 Code or legislative measures e.g., ethnicity pay gap reporting. In
the meantime, companies should be proactive and transparent about
their actions and progress on the diversity agenda.

Introduction Acid Test

ITV's creative and commercial talent is vital
0 OUr SUCCESS 35 a business so we seek 1o
attract a workforce that is diverse in all
respects, and to nurture an inclusive,
enabling environment for all. We also
ensure that ITV is for everyone, by working
towards true representation on-screen,

as well as behind-the-screens.

Figure 31: ITV plc 2019 ARA, page 48 and 49

Page 51 further details on our approach
to recruiting, retaining and developing
a diverse workforce, and the recognition

we have received. For information regarding
the Board's diversity policy, see page 101.

On-screen targets by 2022

Gender Declared disability
50% 10%

BAME LGBT+

15% 7%

We work hard to ensure ITV reflects

and represents everyone on-screen,

One of the key tools for this is our Social
Partnership Commissioning Commitments
form that every production uses, This
details the commitments producers are
expected to make around diversity and
inclusion, alongside environmental
sustainability and charitable causes.

Programme-makers are expected to
actively consider the diversity of not
just lead characters, presenters and
contributors, but also the secondary
and background roles, and those behind
the camera too. They are also reguired
to ensure case-studies, features and
storylines themselves reflect a diverse
range of storytelling.

Gender Declared disability

50% 8%

of womenin5LT, of 5LT, managers

managers and and colleagues
colleagues
BAME LGBT+

0, 0,

15% 7%

of SLT, managers of S5LT, managers
and colleagues. and colleagues

And 30% women,
and 10% BAME on
the PLC Board.

SLT = Senior Leadership Team, the top ¢. 200 senior leaders
inthe barsiness.

1. Dataasat31December 2079,

In 2019 we published for the first time
ambitious targets onworkforce diversity,
A wide range of initiatives will help us
reach these objectives, see page 51 for
more detail

Progress against Targets'

We have increased representation of BAME
colleagues to 12.1% among colleagues

and 9.4% and 9.8% of 5LT and managers
respectively. On-screen we surpassed

our representation of BAME at 21.4%.

We have surpassed our on-screen targets
and most of our off-screen targets, with
53.6% of colleagues and 51.0% of managers
being fernale. With women making up
44,8% of our senior leadership team (SLT)
we are ahead of most of the FTSE 100, but
we are still working on reaching 50%.

ITV has been ranked in the 2019 Hampton
Alexander Review as the fourth best
performer in the FTSE 100 for gender
diversity in our combined Executive
Committee and direct report roles (42.1%).

Key Themes

We have surpassed our target for on-screen
representation, which is at 14.0% for LGBT,
and for all colleagues and managers. We're
working on SLT representation which is
currently at 4.0%.

Declared disability

Representation amongst all colleagues
hasincreased to 7.0%. We have surpassed
our target for SLT, but continue to work
to increase the number of managers

and colleagues with disability, as well

as on-screen representation, whichis
currently at 5.8%.
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Appendix 1: Resources

EY's Corporate Governance team provides practical
guidance and thought leadership on governance and
narrative reporting matters for management and

boards. It also contributes to wider discussions on good
governance, based on our research and engagement with
investors, boards and reqgulators. Our services include
bespoke reviews of narrative reporting, governance
diagnostics and board training.

The reports highlighted on page 75 and further
resources are available on our website:
https://www.ey.com/corporategovernance

Key Themes Appendices
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Designated NEDs: The journey from Assessing the quality and Deconstructing the
scepticism to meaningful insights effectiveness of the external audit Section 172(1) statement
— A practical tool for

. . Practical guidance including
audit committees

Following a series of virtual discussion

roundtables with DNEDs, company our suggested framework
secretaries and HR directors, this paper Toolkit for audit committees for companies to report
provides practical thoughts on how to assess audit quality and a separately identifiable s172.
to approach workforce engagement. complementary guestionnaires to

It will help DNEDs evolve and become help audit committees get feedback

more effective in their role. from management and their auditor.

Governing
culture:

practisl dnasiderations
tor thw baard and
1 committors -

;. Decanstructing
the Section 172(1)
statement

Assessing the
quality and
effectiveness of

the external audit

Designated NEDs:
The journey from
scepticism o
meaningful insights

s o sty arsgmn

A prictical foesl for
it committen

Preparing your interim Section 172 (1) reporting: Governing culture: Practical
narrative under COVID-19 Emerging observations from considerations for the

. . December 2019 reporters board and its committees
This paper provides an
overview of the trends in Observations on the s172 This paper is designed to
interim (or half-yearly) reporting reporting based on a review of help boards and committees
based on a review of a sample over 60 published annual reports consider the decisions they
of interim reports of UK and accounts of 31 December make and the oversight
issuers with a March or 2019 FTSE 350 reporters. they exercise through the
June 2020 period end. lens of culture.
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https://www.ey.com/en_uk/assurance/corporate-governance-and-reporting/the-journey-from-scepticism-to-meaningful-insights
https://www.ey.com/en_uk/assurance/corporate-governance-and-reporting/preparing-your-interim-narrative-under-covid19
https://www.ey.com/en_uk/assurance/how-audit-committees-can-assess-the-effectiveness-of-the-external-audit-process
https://www.ey.com/en_uk/assurance/emerging-observations-on-section-172-reporting
https://www.ey.com/en_uk/assurance/the-section-172-1-statement-how-companies-can-prepare
https://www.ey.com/en_uk/assurance/how-boards-can-improve-decision-making-through-the-lens-of-culture

EY C te G 4 .
SR Appendix 2: Other EY
subject matter experts

Mala Shah-Coulon

Associate Partner, Head
of Corporate Governance Climate change & sustainability Long-term value
mshahcoulon@uk.ey.com

+ 44 (0)20 7951 0355 Doug Johnston Rebecca Farmer
djohnston2®uk.ey.com rfarmer@uk.ey.com
+44 (0)20 7951 4630 +44(0)118928 1119
Maria Kepa
Director . . . . . . .
mkepa@uk.ey.com Culture, diversity & inclusion Enterprise risk services
+ 44 (0)20 7951 8164 Arun Batra Emma Price
abatra®uk.ey.com epricel@uk.ey.com
+44 (0)20 7951 1857 +44(0)117 981 2108

Natalie Bell

=5 Senior Manager
g . ¥ nbelll@uk.ey.com
A ' ¥ +44(02079511316

We thank Beatriz Diego, Vicky Johnson,
Samantha Chew and Maruschca Kotze for
all their help in producing this report.
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EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction and advisory services.
The insights and quality services we deliver help build trust and confidence
in the capital markets and in economies the world over. We develop
outstanding leaders who team to deliver on our promises to all of our
stakeholders. In so doing, we play a critical role in building a better working
world for our people, for our clients and for our communities.

EY refers to the global organization, and may refer to one or more,

of the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company limited
by guarantee, does not provide services to clients. For more information
about our organization, please visit ey.com.

Ernst & Young LLP

The UK firm Ernst & Young LLP is a limited liability partnership registered
in England and Wales with registered number OC300001 and is a member
firm of Ernst & Young Global Limited.

Ernst & Young LLP, 1 More London Place, London, SE1 2AF.

© 2020 EYGM Limited.
All Rights Reserved.

Artwork by JDJ Creative Ltd.
ED None

This material has been prepared for general informational purposes only and is

not intended to be relied upon as accounting, tax or other professional advice.
Please refer to your advisors for specific advice.

ey.com

EY Introduction Acid Test Key Themes Appendices


http://ey.com

	Intro
	Contents
	Acid test
	Key themes
	Meaningful reporting
	Purpose
	Culture
	Managing risk
	Climate change
	Stakeholder engagement
	Workforce engagement
	Appendices
	Appendix 2

	Button 20: 
	Page 1: 
	Page 2: 
	Page 3: 
	Page 4: 
	Page 5: 
	Page 6: 
	Page 7: 
	Page 8: 
	Page 9: 
	Page 10: 
	Page 11: 
	Page 12: 
	Page 13: 
	Page 14: 
	Page 15: 
	Page 16: 
	Page 17: 
	Page 18: 
	Page 19: 
	Page 20: 
	Page 21: 
	Page 22: 
	Page 23: 
	Page 24: 
	Page 25: 
	Page 26: 
	Page 27: 
	Page 28: 
	Page 29: 
	Page 30: 
	Page 31: 
	Page 32: 
	Page 33: 
	Page 34: 
	Page 35: 
	Page 36: 
	Page 37: 
	Page 38: 
	Page 39: 
	Page 40: 
	Page 41: 
	Page 42: 
	Page 43: 
	Page 44: 
	Page 45: 
	Page 46: 
	Page 47: 
	Page 48: 
	Page 49: 
	Page 50: 
	Page 51: 
	Page 52: 
	Page 53: 
	Page 54: 
	Page 55: 
	Page 56: 
	Page 57: 
	Page 58: 
	Page 59: 
	Page 60: 
	Page 61: 
	Page 62: 
	Page 63: 
	Page 64: 
	Page 65: 
	Page 66: 
	Page 67: 
	Page 68: 
	Page 69: 
	Page 70: 
	Page 71: 
	Page 72: 
	Page 73: 
	Page 74: 
	Page 75: 
	Page 76: 
	Page 77: 
	Page 78: 

	Button 21: 
	Page 1: 
	Page 2: 
	Page 3: 
	Page 4: 
	Page 5: 
	Page 6: 
	Page 7: 
	Page 8: 
	Page 9: 
	Page 10: 
	Page 11: 
	Page 12: 
	Page 13: 
	Page 14: 
	Page 15: 
	Page 16: 
	Page 17: 
	Page 18: 
	Page 19: 
	Page 20: 
	Page 21: 
	Page 22: 
	Page 23: 
	Page 24: 
	Page 25: 
	Page 26: 
	Page 27: 
	Page 28: 
	Page 29: 
	Page 30: 
	Page 31: 
	Page 32: 
	Page 33: 
	Page 34: 
	Page 35: 
	Page 36: 
	Page 37: 
	Page 38: 
	Page 39: 
	Page 40: 
	Page 41: 
	Page 42: 
	Page 43: 
	Page 44: 
	Page 45: 
	Page 46: 
	Page 47: 
	Page 48: 
	Page 49: 
	Page 50: 
	Page 51: 
	Page 52: 
	Page 53: 
	Page 54: 
	Page 55: 
	Page 56: 
	Page 57: 
	Page 58: 
	Page 59: 
	Page 60: 
	Page 61: 
	Page 62: 
	Page 63: 
	Page 64: 
	Page 65: 
	Page 66: 
	Page 67: 
	Page 68: 
	Page 69: 
	Page 70: 
	Page 71: 
	Page 72: 
	Page 73: 
	Page 74: 
	Page 75: 
	Page 76: 
	Page 77: 
	Page 78: 

	Introduction_1: 
	Page 1: 
	Page 2: 
	Page 3: 
	Page 4: 
	Page 5: 
	Page 6: 
	Page 7: 
	Page 8: 
	Page 9: 
	Page 10: 
	Page 11: 
	Page 12: 
	Page 13: 
	Page 14: 
	Page 15: 
	Page 16: 
	Page 17: 
	Page 18: 
	Page 19: 
	Page 20: 
	Page 21: 
	Page 22: 
	Page 23: 
	Page 24: 
	Page 25: 
	Page 26: 
	Page 27: 
	Page 28: 
	Page 29: 
	Page 30: 
	Page 31: 
	Page 32: 
	Page 33: 
	Page 34: 
	Page 35: 
	Page 36: 
	Page 37: 
	Page 38: 
	Page 39: 
	Page 40: 
	Page 41: 
	Page 42: 
	Page 43: 
	Page 44: 
	Page 45: 
	Page 46: 
	Page 47: 
	Page 48: 
	Page 49: 
	Page 50: 
	Page 51: 
	Page 52: 
	Page 53: 
	Page 54: 
	Page 55: 
	Page 56: 
	Page 57: 
	Page 58: 
	Page 59: 
	Page 60: 
	Page 61: 
	Page 62: 
	Page 63: 
	Page 64: 
	Page 65: 
	Page 66: 
	Page 67: 
	Page 68: 
	Page 69: 
	Page 70: 
	Page 71: 
	Page 72: 
	Page 73: 
	Page 74: 
	Page 75: 
	Page 76: 
	Page 77: 
	Page 78: 

	Acid Test_1: 
	Page 1: 
	Page 2: 
	Page 3: 
	Page 4: 
	Page 5: 
	Page 6: 
	Page 7: 
	Page 8: 
	Page 9: 
	Page 10: 
	Page 11: 
	Page 12: 
	Page 13: 
	Page 14: 
	Page 15: 
	Page 16: 
	Page 17: 
	Page 18: 
	Page 19: 
	Page 20: 
	Page 21: 
	Page 22: 
	Page 23: 
	Page 24: 
	Page 25: 
	Page 26: 
	Page 27: 
	Page 28: 
	Page 29: 
	Page 30: 
	Page 31: 
	Page 32: 
	Page 33: 
	Page 34: 
	Page 35: 
	Page 36: 
	Page 37: 
	Page 38: 
	Page 39: 
	Page 40: 
	Page 41: 
	Page 42: 
	Page 43: 
	Page 44: 
	Page 45: 
	Page 46: 
	Page 47: 
	Page 48: 
	Page 49: 
	Page 50: 
	Page 51: 
	Page 52: 
	Page 53: 
	Page 54: 
	Page 55: 
	Page 56: 
	Page 57: 
	Page 58: 
	Page 59: 
	Page 60: 
	Page 61: 
	Page 62: 
	Page 63: 
	Page 64: 
	Page 65: 
	Page 66: 
	Page 67: 
	Page 68: 
	Page 69: 
	Page 70: 
	Page 71: 
	Page 72: 
	Page 73: 
	Page 74: 
	Page 75: 
	Page 76: 
	Page 77: 
	Page 78: 

	Key Themes: 
	Page 1: 
	Page 2: 
	Page 3: 
	Page 4: 
	Page 5: 
	Page 6: 
	Page 7: 
	Page 8: 
	Page 9: 
	Page 10: 
	Page 11: 
	Page 12: 
	Page 13: 
	Page 14: 
	Page 15: 
	Page 16: 
	Page 17: 
	Page 18: 
	Page 19: 
	Page 20: 
	Page 21: 
	Page 22: 
	Page 23: 
	Page 24: 
	Page 25: 
	Page 26: 
	Page 27: 
	Page 28: 
	Page 29: 
	Page 30: 
	Page 31: 
	Page 32: 
	Page 33: 
	Page 34: 
	Page 35: 
	Page 36: 
	Page 37: 
	Page 38: 
	Page 39: 
	Page 40: 
	Page 41: 
	Page 42: 
	Page 43: 
	Page 44: 
	Page 45: 
	Page 46: 
	Page 47: 
	Page 48: 
	Page 49: 
	Page 50: 
	Page 51: 
	Page 52: 
	Page 53: 
	Page 54: 
	Page 55: 
	Page 56: 
	Page 57: 
	Page 58: 
	Page 59: 
	Page 60: 
	Page 61: 
	Page 62: 
	Page 63: 
	Page 64: 
	Page 65: 
	Page 66: 
	Page 67: 
	Page 68: 
	Page 69: 
	Page 70: 
	Page 71: 
	Page 72: 
	Page 73: 
	Page 74: 
	Page 75: 
	Page 76: 
	Page 77: 
	Page 78: 

	Appendices_1: 
	Page 1: 
	Page 2: 
	Page 3: 
	Page 4: 
	Page 5: 
	Page 6: 
	Page 7: 
	Page 8: 
	Page 9: 
	Page 10: 
	Page 11: 
	Page 12: 
	Page 13: 
	Page 14: 
	Page 15: 
	Page 16: 
	Page 17: 
	Page 18: 
	Page 19: 
	Page 20: 
	Page 21: 
	Page 22: 
	Page 23: 
	Page 24: 
	Page 25: 
	Page 26: 
	Page 27: 
	Page 28: 
	Page 29: 
	Page 30: 
	Page 31: 
	Page 32: 
	Page 33: 
	Page 34: 
	Page 35: 
	Page 36: 
	Page 37: 
	Page 38: 
	Page 39: 
	Page 40: 
	Page 41: 
	Page 42: 
	Page 43: 
	Page 44: 
	Page 45: 
	Page 46: 
	Page 47: 
	Page 48: 
	Page 49: 
	Page 50: 
	Page 51: 
	Page 52: 
	Page 53: 
	Page 54: 
	Page 55: 
	Page 56: 
	Page 57: 
	Page 58: 
	Page 59: 
	Page 60: 
	Page 61: 
	Page 62: 
	Page 63: 
	Page 64: 
	Page 65: 
	Page 66: 
	Page 67: 
	Page 68: 
	Page 69: 
	Page 70: 
	Page 71: 
	Page 72: 
	Page 73: 
	Page 74: 
	Page 75: 
	Page 76: 
	Page 77: 
	Page 78: 

	Forward 2: 
	Page 1: 
	Page 2: 
	Page 3: 
	Page 4: 
	Page 5: 
	Page 6: 
	Page 7: 
	Page 8: 
	Page 9: 
	Page 10: 
	Page 11: 
	Page 12: 
	Page 13: 
	Page 14: 
	Page 15: 
	Page 16: 
	Page 17: 
	Page 18: 
	Page 19: 
	Page 20: 
	Page 21: 
	Page 22: 
	Page 23: 
	Page 24: 
	Page 25: 
	Page 26: 
	Page 27: 
	Page 28: 
	Page 29: 
	Page 30: 
	Page 31: 
	Page 32: 
	Page 33: 
	Page 34: 
	Page 35: 
	Page 36: 
	Page 37: 
	Page 38: 
	Page 39: 
	Page 40: 
	Page 41: 
	Page 42: 
	Page 43: 
	Page 44: 
	Page 45: 
	Page 46: 
	Page 47: 
	Page 48: 
	Page 49: 
	Page 50: 
	Page 51: 
	Page 52: 
	Page 53: 
	Page 54: 
	Page 55: 
	Page 56: 
	Page 57: 
	Page 58: 
	Page 59: 
	Page 60: 
	Page 61: 
	Page 62: 
	Page 63: 
	Page 64: 
	Page 65: 
	Page 66: 
	Page 67: 
	Page 68: 
	Page 69: 
	Page 70: 
	Page 71: 
	Page 72: 
	Page 73: 
	Page 74: 
	Page 75: 
	Page 76: 
	Page 77: 

	Button 1: 
	 : 
	Mean Rep: 
	Button 5: 
	Button 6: 
	Button 7: 
	Button 9: 
	Button 10: 
	Button 12: 
	Button 11: 
	Button 8: 
	Backward 2: 
	Page 2: 
	Page 3: 
	Page 4: 
	Page 5: 
	Page 6: 
	Page 7: 
	Page 8: 
	Page 9: 
	Page 10: 
	Page 11: 
	Page 12: 
	Page 13: 
	Page 14: 
	Page 15: 
	Page 16: 
	Page 17: 
	Page 18: 
	Page 19: 
	Page 20: 
	Page 21: 
	Page 22: 
	Page 23: 
	Page 24: 
	Page 25: 
	Page 26: 
	Page 27: 
	Page 28: 
	Page 29: 
	Page 30: 
	Page 31: 
	Page 32: 
	Page 33: 
	Page 34: 
	Page 35: 
	Page 36: 
	Page 37: 
	Page 38: 
	Page 39: 
	Page 40: 
	Page 41: 
	Page 42: 
	Page 43: 
	Page 44: 
	Page 45: 
	Page 46: 
	Page 47: 
	Page 48: 
	Page 49: 
	Page 50: 
	Page 51: 
	Page 52: 
	Page 53: 
	Page 54: 
	Page 55: 
	Page 56: 
	Page 57: 
	Page 58: 
	Page 59: 
	Page 60: 
	Page 61: 
	Page 62: 
	Page 63: 
	Page 64: 
	Page 65: 
	Page 66: 
	Page 67: 
	Page 68: 
	Page 69: 
	Page 70: 
	Page 71: 
	Page 72: 
	Page 73: 
	Page 74: 
	Page 75: 
	Page 76: 
	Page 77: 
	Page 78: 

	Button 13: 
	Button 14: 
	Button 15: 
	Button 16: 
	Button 17: 
	Button 18: 
	Button 19: 
	Button 28: 
	Button 29: 
	Button 30: 
	Button 31: 
	Button 32: 
	Button 33: 


