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Room for improvement in corporate governance reporting

Small and mid-size quoted companies need to focus their governance reporting on what is important and
better explain what they do and why they do it, according to a review of corporate governance behaviour
published today by the Quoted Companies Alliance, the independent membership organisation that
champions the interests of small to mid-size quoted companies, and Top 20 UK accountancy firm UHY

Hacker Young LLP.

The review of small and mid-size quoted companies’ published corporate governance disclosures found
that the level of disclosure, benchmarked against the Quoted Companies Alliance Corporate Governance
Code for Small and Mid-Size Quoted Companies, varies greatly. For example, while 81% of companies
analysed referred to following a specific code, only 3% disclosed how the application of that code supports

the company’s long-term success and its strategy for growth.

In addition, the research found that:

e  Only 38% of small and mid-size quoted companies followed recommendations to explain how the
businesses’ risks align with the strategy of the company;

e The majority (68%) of remuneration committee reports reviewed explained how the company’s
remuneration policy and practice align with the company’s strategy;

e Only 31% of companies provided an explanation to shareholders of how the objectivity and
independence of their auditors is safeguarded;

e Just under half (43%) of companies explained to shareholders the independence of non-executive
directors; and

e Just 17% of companies’ followed best practice by explaining how their audit committee dealt with

risk.

Colin Jones, Partner at UHY Hacker Young LLP and Deputy Chairman of the Quoted Companies Alliance
Corporate Governance Expert Group, comments: “The results of the QCA/UHY Hacker Young Corporate
Governance Behaviour Review show that boards of small and mid-size quoted companies need to become

more effective in articulating how and why the decisions they make link to strategy, governance and risk

! Of those companies without a separate risk committee at board level
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management. Institutional investors realise that this is hard to do; but, it is important that companies are

seen to be trying to address difficult areas and not to be hiding any bad news.”

The review found that areas where there are good levels of disclosure tend to focus on the provision of
standing information. This includes companies’ providing their annual report and accounts and other
governance material on their website; brief descriptions of the work of each board committee and its role;
information on directors, their roles and committee membership; and the responsibilities and

accountability of each board committee.

Conversely, small and mid-size quoted companies tend to struggle with more complex disclosures, such as
a summary of board evaluation procedures, the results of the evaluation and any action planned or taken.
Other areas where weak levels of disclosure were found include a summary of the information received by
the board and individual committees; an explanation of the role of external and internal advisors; and, in

the cases where the company secretary is also a director, an explanation for this.

Tim Ward, Chief Executive of the Quoted Companies Alliance, comments: “Investors do not expect
companies to ‘tick all the boxes’. They want to see companies improving their corporate behaviour over
time as they grow. This review is designed to help directors of quoted companies to communicate better

with their existing and potential investors.”

The review also offers some invaluable top tips to quoted company directors for this reporting season,

drawn from discussions with institutional investors on the results of this analysis.

Edward Craft, Partner at Wedlake Bell LLP and Chairman of the Quoted Companies Alliance Corporate
Governance Expert Group, comments: “Companies need to move beyond the comfort of boilerplate
disclosures. ‘This is what we said last year’ should not be the starting point for a company’s annual report
and accounts. Use the annual report to tell the company’s story, in its voice, and explain its strategy and
how the governance structures are linked to that.”

- Ends -

Contact:

The Quoted Companies Alliance:

Kate Jalbert, Head of Policy & Communications
+44 (0)20 7600 3745

kate.jalbert@theqca.com
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Notes to editors:

1. The analysis was conducted by UHY Hacker Young LLP in August and September 2013 across 100
small and mid-size companies with equity securities admitted to trading on a London market (the
Main Market of the London Stock Exchange, AIM and the ISDX Growth Market) across all sectors.
UHY Hacker Young assessed the sampled annual reports, accounts and company websites against
the minimum disclosures as set out in the Quoted Companies Alliance Corporate Governance Code
for Small and Mid-Size Quoted Companies 2013 (‘the 2013 QCA Code’). The assessment was
completed on a straightforward binary measure: did the company disclose the requirement or not.
As an initial report, UHY Hacker Young LLP and the Quoted Companies Alliance did not seek to

judge the qualitative nature of the compliance.

The conclusions of this exercise were then presented to a round table meeting in late 2013 with
seven institutional investors and other interested parties who then provided feedback and insight

into the aspects they consider to be significant.

2. The Quoted Companies Alliance is the independent membership organisation that champions the
interests of small to mid-size quoted companies. We campaign, we inform and we interact to help
our members keep their businesses ahead. Through our activities, we ensure that our influence

always creates impact for our members. For more information please visit www.thegca.com.

3. UHY Hacker Young is one of the UK’s Top 20 accountancy networks with 99 partners and 490
professional staff working from 23 locations around the country. The offices within the Group
provide a wide range of accounting, tax and business advisory services, with a reputation for
integrity and reliability within the financial community, and particularly with London’s Stock
Markets. UHY Hacker Young are ranked 9" in the ARL Corporate Advisers Rankings Guide amongst
other UK audit firms for advising London Stock Exchange listed companies. UHY Hacker Young is a
founder member of the UHY International network with offices in every major financial centre in

the world. Further information can be found at www.uhy-uk.com.
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