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There were two governance publications published in June 
which will be of interest to traded companies, in particular those 
on the main market. 

Firstly, the Investment Association published 
a report calling for companies to improve 
the transparency of their approach to 
paying dividends. Secondly, ICSA: the 
governance institute (ICSA) have a review 
of the effectiveness of independent board 
evaluation in the UK listed sector. Both 
publications have been produced at the 
request of the Department for Business, 
Energy and Industrial Strategy (BEIS) as 
a result of their feedback statement on 
insolvency and corporate governance 
published in August 2018.

Investment Association (IA) paper: 
Shareholder Votes on Dividend 
Distributions in UK Listed Companies 
The report presents the IA’s findings on 
the practice of listed companies paying 
dividends without seeking shareholder 
approval. This is often done by declaring 
interim (rather than final) dividends which do 
not require shareholder approval at the AGM. 

The IA has concluded that there are some 
legitimate reasons behind this practice,  with 

some companies arguing that it is driven 
by their regulatory requirements, legal or 
tax structures. Other companies follow this 
approach in response to growing investor 
demand for dividends to be paid quarterly 
to provide a regular income stream, and the 
timing of the AGM vote does not match the 
payment of quarterly payments. 

The IA expresses concern that by not 
seeking a shareholder vote on dividend 
payments, transparency and accountability 
to shareholders is being denied. However 
given that there may be some legitimate 
reasons for not providing this opportunity, 
another way of providing transparency and 
accountability is needed. 

The IA’s research has shown that a number 
of the companies that do not take a 
shareholder vote on dividends do, however, 
put forward a resolution on a ‘dividend 
policy’, which will typically detail the format 
that dividends will take throughout the year, 
but does not seek approval for the total 
dividend amount. This is particularly the 
case with Investment Companies. 

Listed companies will be interested in proposals that may 
require them to set out a dividend policy. 



The IA therefore recommends that all listed 
companies, including those that put a dividend 
resolution to shareholders, should follow the practice 
of setting out a dividend policy. At a minimum, the 
policy should set out their long term approach to 
making decisions on the amount and timing of  
returns to shareholders (to include dividends  
and share buybacks). 

The IA intends to publish its guidance in Autumn 2019.

The backdrop to the IA’s research was looking at 
how corporate governance and investor stewardship 
can be improved in the context of financial distress 
and insolvency, with distributions being seen as an 
important determinant of financial stability. The UK 
dividend regime has also recently come under the 
spotlight in the BEIS Committee Report on the future 
of audit, which makes a number of recommendations 
for tightening up the UK dividend regime (see our 
briefing here). Distributions will therefore continue to 
be in the spotlight.

Review of the effectiveness of independent 
board evaluation in the UK listed sector 
ICSA is carrying out a review to assess the quality of 
independent board evaluation in the UK listed sector 
and identify ways in which it can be improved. 

The provisions of the UK Corporate Governance 
Code, which include an expectation that FTSE 350 
companies should undertake an externally facilitated 
evaluation at least every three years, are strengthened 
in the revised 2018 Code (to apply to accounting 
periods commencing on or after 1 January 2019) 
to require clearer disclosure on the content and 
outcome of evaluations. 

The consultation is seeking views on the purpose of 
board evaluation. ICSA’s view is that the purpose is to 
help boards continually improve their performance 
and to demonstrate to shareholders and others that 
they are committed to doing this. The consultation 
also examines current practice. 

Subject to the outcome of the consultation, ICSA 
proposes the following measures:

 – a voluntary code of practice for the providers of 
independent board evaluation services, possibly 
supported by a form of accreditation or oversight

 – voluntary principles to be applied by listed 
companies when engaging external reviewers to 
undertake board evaluations

 – guidance for listed companies on disclosure of the 
conduct and outcomes of the board evaluation, 
in accordance with the 2018 UK Corporate 
Governance Code

The consultation is accompanied by a draft code of 
practice for service providers, draft principles of good 
practice for listed companies and draft disclosure 
guidance for listed companies. The consultation seeks 
views on, amongst other matters, whether respondents 
support the proposed package, and whether these 
measures should be mandatory or voluntary. 

Next steps
Responses to the consultation are requested  
by 5 July 2019. ICSA will publish a report setting 
out their recommendations, together with 
revised versions of the draft codes and guidance 
appended to the consultation paper (if it is 
concluded they are needed). It will then be a 
matter for BEIS to consider whether, and how,  
to act on the recommendations. 

The outcome of the consultation is awaited, 
but more guidance in this sector and to assist 
companies in complying with their obligations 
under the UK Corporate Governance Code 2018 
is to be welcomed. 

Next steps
The IA will now put together a working group to 
develop best practice guidance on a distribution 
policy. They will also make recommendations 
to the Government on whether a shareholder 
vote on the policy and/or on yearly distributions 
should be mandatory. 

ICSA are looking to  
improve the transparency  
of board evaluations for  
the UK listed sector.

https://www.eversheds-sutherland.com/global/en/what/articles/index.page?ArticleID=en/Corporate/BEIS-committee-report-on-the-future-of-audit
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Useful links

Insolvency and Corporate Governance, Government response (August 2018) 

IA press release: Shareholders call for greater transparency on dividends 

IA publication: the case for a Distribution Policy (May 2019) 

ICSA consultation: Review of the effectiveness of independent board evaluation in the UK listed sector 

ICSA press release 

http://eversheds-sutherland.com
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf
https://www.theinvestmentassociation.org/media-centre/press-releases/2019/shareholders-call-for-greater-transparency-on-dividends.html
http://cdn.roxhillmedia.com/production/email/attachment/740001_750000/Shareholder%20votes%20on%20dividend%20distributions%20in%20UK%20listed%20companies.pdf
https://www.icsa.org.uk/assets/files/pdfs/guidance/consultations-2019/icsa_board_evaluation_-consultation_document_-may2019.pdf
https://www.icsa.org.uk/about-us/press-office/news-releases/consultation-into-board-evaluation-listed-companies

