[image: image1.wmf]



Held at 4.00pm on Tuesday 24 September 2013 at the offices of Wedlake Bell LLP, 52 Bedford Row,
London, WC1R 4LR
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In attendance: 
Katherine Keenan (minutes)

Wedlake Bell LLP

  
KK
Guest: 

Mark Jackson 


BIS



MJ
1. welcome to mark jackson, bis, to update on narrative reporting regulations

EC  introduced MJ of BIS to the group and explained that MJ would be speaking to the group on the objectives of The Companies Act 2006 (Strategic Reporting and Directors' Report) Regulations 2013 (http://www.legislation.gov.uk/uksi/2013/1970/pdfs/uksi_20131970_en.pdf). 

Highlights of MJ's comments and reflections are set out below:
· BIS continues to consider a range of topics with the overall objective of improving corporate reporting. There is a cross-Europe focus to push for better non-financial information.
· In December 2010, responses to a consultation on the future of narrative reporting suggested that room for improvement existed.
· The strategic report and annual diversity statement should highlight strategic messages and be followed by a more detailed report: one should lead to the other and duplication is not appropriate.
· The strategic report should outline risks in terms of 'what keeps the board awake at night' and risk analysis needs to be outlined.
· Specific disclosures must be made in relation to human rights, women on boards, diversity and GHG reporting.
· DEFRA and BIS worked collectively on the GHG disclosure requirements with DEFRA retaining responsibility for the policy.
· When preparing the human rights disclosure, companies for which it is appropriate should consider their supply chain (for example, exposure to human trafficking), BIS accepts that it is difficult to require a more specific disclosure at present, particularly because BIS appreciates a real risk that the human rights disclosure would be used by NGOs seeking to trip companies up on human rights issues.
· Payment to creditors was considered a burdensome disclosure and therefore was not included as a required disclosure.
· the regulations are not aimed at companies which are already preparing good reports but rather it is aimed at the middle ground and at the worst reporters,  designed to give a framework to help companies think about reporting in a different way.
· There will undoubtedly be a range of strategic reports and this is largely down to the company and its shareholders.
· Undoubtedly some companies will get it wrong the first year of the new reporting regime long term plan is for the FRC and BIS to encourage on good reporting.
· The more concise the strategic report the better: it should give shareholders a flavour of what  risks the company faces and what the risks are likely to be going forward.  
· More generally, BIS is trying to look at smaller companies and generally trying to pick up issues for companies outside FTSE 350.
· BIS remains aware of the imperative to reduce clutter in the reporting regime; however other factors will mean that strategic reports will be bigger than BIS intended: some good ideas about cutting clutter remain, including additional layers for strategy reporting but this is for a future stage.
· It is difficult to say how the EU right may re-engineer our regulations although it should not be difficult to slot in the currently proposed EU disclosure requirements to the current regulations.
· There is some discussion of country by country reporting in the EU but BIS feel that this would be burdensome.
MJ then left and general business continued.

2. Apologies
Apologies were received from Victoria Barron, Edward Beale, Rob Burdett, Gabriella Olson-Welch, Louis Cooper, Clive Garston, Nick Graves, Dalia Joseph, Claire Noyce, George Dallas, Melanie Wadsworth, Cliff Weight and Tim Ward.
3. Minutes of the last meeting (16 July 2013)

No comments. 
4. Current issues

a) Corporate Governance Reporting Review (CJ) 
CJ described the overview of the findings and discussions on the following took place:

·    the review carried on by UHY Hacker Young looked at the annual reports and websites of 100 companies on LSE Main Market, (standard and premium), AIM and ISDX Growth Market selected at random and recorded  whether or not they have included certain disclosures and the quality of that disclosure (disclosures made either on the website or in the annual reports);
·    the plan is to further analyse by sector, i.e. separate AIM/ISDX/Listed and to prepare a narrative around each sector;
·    timeline at present is end of November to finalise review although this may take longer;
·    first year of the review is the benchmark and hopefully it will become more useful when compared with subsequent annual reviews;
·    the review shows that certain areas are currently the subject of boiler plate disclosures;
·    it was noted that the QCA Code was not in place in time for this review, and therefore it will important to compare the statistics next year; 
·    it is difficult to write annual reports: perhaps the group could suggest how some of the weaker reports can be improved and where companies are making good disclosures across the board, perhaps the Group can ask to use these reports as good examples; 

·    level of knowledge of readers varies hugely and investors have very different views on what are the best reports accordingly, reporters face the challenge to get in line with what investors want, and think carefully about how to present their information;
·    it is important to look at the overall quality of report rather than just ticks and crosses as the weightings could be very subjective;
·    emphasis must be placed investors being more likely to want to talk to companies who are communicating effectively in their reports particularly with the renewed focus on strategy; and
·    there is opportunity with the strategic report for the company to communicate what is important to them and this can be a major advantage.
b) Revision of the Audit Committee Guide for Smaller Quoted Companies (working group being led by CJ)

CJ explained that the working group had an interesting meeting with NED's and various discussions on the draft Audit Committee Guide took place:
· work on revision is on-going;

· the impact of the Bribery Act is a new consideration since the last Audit 

Committee Guide was published;
· PS to check if ICSA terms of reference could be included in the Guide; 

· the Guide is likely to be finalised QI in 2014.
c) Corporate Governance Expert Group Work Streams
EC explains the work flow diagram and outlines the following work streams: 
· Audit Committee Guide – see above
· Proxy Agencies – EC asked for volunteers for the working party. It is important that the relationship between corporates and proxy agencies is improved. This document should be used as a professional intermediary to approach proxy agencies and as a constructive way to engage with them.
AS volunteered her colleague Nathan to assist. David Isherwood volunteered and AHO offered to assist;
· Provisions of Corporate Government Code 2013 – will look further at this at next meeting.  More positive engagement is needed. KJ to ensure nomads who are members of the QCA are on board.
5. Consultations

	
	Consultation
	Action


	Lead

	a)
	BIS - Corporate Responsibility: A Call for Views (Response Date: 27 September 2013)

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/209219/bis-13-964-corporate-responsibility-call.pdf
Practical Law update 

http://uk.practicallaw.com/8-532-5330
	A draft response was circulated for comment.
	EC

	b)
	FCA: Consequential Changes to the Listing Rules resulting from the BIS Directors Remuneration Reporting Regulations and Narrative Reporting Regulations (Response Date: 9 October 2013)

http://www.fca.org.uk/your-fca/documents/consultation-papers/cp13-07
Practical Law update
http://uk.practicallaw.com/0-539-4365
	We need a volunteer from the Group to support [Name: TBA] from the Legal Expert Group who is leading this.
	PS volunteered to assist 

	c)
	ICAS: Balanced and Reasonable: A discussion paper on the provision of positive assurance on management commentary (RD: 31 October 2013)

http://icas.org.uk/News/BalancedandReasonable2May2013/
	James Barbour, ICAS, attending Financial Reporting Expert Group on 15 October.  Please let Chris Stapeley know if you wish to attend.


	DI (working with someone from the Financial Reporting Expert Group)

	d)
	FRC: Exposure Draft: Guidance on the Strategic Report (Response Date: 15 November 2013)

http://www.frc.org.uk/News-and-Events/FRC-Press/Press/2013/August/FRC-consults-on-strategic-report-guidance.aspx
Practical Law update
http://uk.practicallaw.com/0-537-8186
	We need a volunteer to produce a response on this.
	CJ and EC to attend public event 


6. Communications and Future Meetings

	
	Document
	Action/comments by CGEG

	d)
	GC100 and Investor Group – Directors’ Remuneration Reporting Guidance

Webpage and guidance
http://uk.practicallaw.com/groups/uk-gc100-investor-group
	

	f)
	DEFRA – Environmental Reporting Guidelines

https://www.gov.uk/government/publications/environmental-reporting-guidelines-including-mandatory-greenhouse-gas-emissions-reporting-guidance
Practical Law update 

http://uk.practicallaw.com/1-531-9865
	Covers both mandatory GHG reporting and other voluntary reporting (C02e, waste, water etc.)

	i)
	Guest invitations to future meetings
	Nick Land, FRC, to be invited to a future meeting – joint between Corporate Governance and the Financial Reporting Expert Group.

	j)
	Policy Update (August 2013)
	For information only – quarterly update on expert group work which is circulated to the QCA Board.


7. AOB

Information for noting

Consultation Update – Responses submitted: 

· IIRC: Consultation draft  of the International Integrated Reporting framework (Response Date: 19 July 2013)
Date for next meeting:

Tuesday 12 November 2013 (4pm) (Venue: Wedlake Bell LLP, 52 Bedford Row, London WC1R 4LR) 

QCA Corporate Governance Expert Group


Minutes of meeting: 24 September 2013
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