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Examples used

Our report highlights examples of current 
practice that were identified by the Financial 
Reporting Lab (Lab) team and investors. 

Not all of the examples are relevant for 
all companies, and all circumstances, but 
each provides an example of a company 
that demonstrates an approach to useful 
disclosures. Highlighting aspects of reporting 
by a particular entity should not be considered 
an evaluation of that entity’s annual report 
as a whole. 

Investors have contributed to this project 
at a conceptual level. The examples used 
are selected to illustrate the principles that 
investors have highlighted and, in many cases, 
have been tested with investors. However, 
they are not necessarily examples chosen 
by investors, and should not be taken as 
confirmation of acceptance of the company’s 
reporting more generally.

If you have any feedback, or would like to 
get in touch with the Lab, please email us at:  
financialreportinglab@frc.org.uk. 
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Quick read
There are increasing calls for better information on how companies are having regard 
for their stakeholders and how key decisions take their perspectives into account.  
New regulatory requirements, including the introduction of the Section 172 statement 
and changes to the UK Corporate Governance Code and the Guidance on the 
Strategic Report in particular, have driven companies to increase reporting on their 
stakeholders. Discussions with investors on reporting on stakeholders and Section 
172 statements highlighted that they are ultimately interested in understanding how 
a company is progressing towards fulfilling its purpose and achieving long-term 
success. Information on stakeholders and information on decisions can help 
with that understanding. With consideration of stakeholders and consequences of 
decisions being part of the Section 172 duty, the Section 172 statement is then a 
helpful bridge between the two types of information.
  

Such reporting may be of interest to a range of stakeholders, but this Lab report sets 
out what investors are looking for in reporting on these areas and how companies 
can improve their reporting to better meet their needs. In light of what we have 
heard from investors, this report has been divided into three sections to address 
the overarching need for information on how a company is progressing towards its 
purpose and long-term success:

• In the first section, we highlight that investors view information on a company’s 
key stakeholders as critical to understanding the company and its prospects. We 
outline how investors want to see information on stakeholders’ relevance to the 
business model and strategy, the strength of stakeholder relationships, risks and 
opportunities, and performance and metrics.

• In the second section, we highlight that investors want to know what the strategic 
decisions were during the period, how such decisions were made, including how 
stakeholders were considered in reaching them, the difficulties encountered, 

 and the outcomes of these decisions. 

• The final section addresses better practice Section 172 statements, highlighting that 
the statements are not just about stakeholder engagement, but should reflect all 
aspects of the Section 172 duty to allow a better understanding of how a company 
is progressing in its pursuit of its purpose and long-term success.

Each section includes examples which reflect possible helpful ways of addressing 
some of the aspects highlighted by investors.

Quick read

Information that investors need in order to understand how a company 
is progressing towards its purpose and long-term success includes:

Information on
stakeholders

Information on
decisions

Section 172
statement

https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.pdf
https://www.frc.org.uk/getattachment/fb05dd7b-c76c-424e-9daf-4293c9fa2d6a/Guidance-on-the-Strategic-Report-31-7-18.pdf
https://www.frc.org.uk/getattachment/fb05dd7b-c76c-424e-9daf-4293c9fa2d6a/Guidance-on-the-Strategic-Report-31-7-18.pdf
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Information on stakeholders

Many investors believe they currently do not get sufficient information on 
stakeholders from companies themselves and, when information is provided, investors 
are concerned about “social washing” and too much generic information, without 
sufficient discussion of what really matters to the company and of any negative issues.

Investors we spoke to wanted companies to set out clearly: 

• who are the stakeholders relevant to a company’s success and how they influence 
the operation of the business model and delivery of strategy – this includes 
information on:

– who the key stakeholders are, i.e. identify the stakeholders the business model 
depends on, including those who become more relevant over a longer time 
horizon;

– why these key stakeholders are important, including how the business model 
and strategy depend on them, how they have been considered strategically, and 
what value is created through the stakeholder relationship; and

– what is important to the company’s key stakeholders, including the value the 
company creates for them and what encourages the stakeholder group to 
maintain a relationship with the company or discourages them from it.

• how the company builds and maintains strong relationships with its stakeholders 
and understands their interests, needs and concerns to enable it to pursue long-
term success – this includes information on:

– the actions the company is taking to build and maintain strong relationships with 
its key stakeholders, including how it engages and the feedback mechanisms it 
uses;

– the board’s role in engagement, as well as the information the board receives 
about stakeholders and engagement; and

– the feedback received and the outcomes of engagement, including the actions 
the company took in response and how it affected decisions.

• what could affect the company’s relationships with its stakeholders and how 
these relationships could affect the company’s pursuit of success – this includes 
information on:

– market factors and trends or regulatory changes that have affected or could 
affect the company’s key stakeholders;

– the risks that could affect key stakeholders and the company’s relationship with 
them, as well as the risks that the stakeholder relationships give rise to;

– the mitigating actions taken to address these risks; and

– the opportunities arising from key stakeholders which the company is 
considering strategically.

• what is measured, monitored and managed in relation to stakeholders, to 
understand the strength of a company’s relationships with its stakeholders and 

 how they are contributing to the company’s success – this includes:

– metrics used by management and the board to monitor and assess stakeholder 
relationships;

– prior-years’ comparatives, targets and industry benchmarks to allow trend 
analysis; and 

– explanations of what affected the performance, whether a trend is likely to 
continue, and related actions to address performance issues.

Quick read
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Information on decisions

To understand how a company is progressing in meeting its purpose and its pursuit of 
success, investors want information on the decisions taken by management and the 
board since decisions link directly to the company’s strategy and will have implications 
for the company’s future. Investors told the Lab they expect decisions, and disclosures 
on those decisions, to:

• be connected to the company’s purpose;
• be aligned with the business model and strategy;
• take into consideration risks and opportunities; and 
• consider how different stakeholders will be impacted.

Investors we spoke to wanted companies to set out clearly:

• the significant decisions taken during the year and how they link to the company’s 
purpose and strategic priorities, and for each significant decision:

– how the board or management reached the decision, including information used 
to back it up and any long-term considerations;

– how stakeholders were considered in reaching the decision, including 
consideration of feedback and engagement activities, and the impacts of the 
decision on different stakeholders;

– the difficulties or challenges in making the decision, including how different 
stakeholder needs or concerns are balanced, and any short-term negative 
consequences which are offset by long-term benefits; and

– the expected and/or actual outcomes of the decision, including how they are 
reflected in current performance and metrics, and the long-term implications 

 on the company.

It is also helpful for investors to understand the process undertaken by the board 
for reaching principal decisions and its oversight when decisions are delegated to 
management. This helps them assess the board’s role in challenging and overseeing 
that decisions are conducive to the success of the company.

Section 172 statements

The Section 172 statement requirement has led many companies to reconsider how 
they engage with their stakeholders and has prompted them to specifically discuss 
significant decisions during the year. With the requirement having come into effect 
for annual reports published in 2020, investors expect to see companies report more 
significant and difficult decisions than usual, in light of the COVID-19 pandemic. 
Investors expect companies not to shy away from discussing thorny issues and to 
discuss how impacts and consequences on different stakeholders were considered. 
So far, investors have seen too many statements that just focus on stakeholder 
engagement and that are process-oriented without a consideration of outcomes. 
Instead, the statement should tackle what the company is doing to be successful for 
the long term and highlight the board’s role in this. Section 172 statements should 
address a company’s route to long-term success and reflect all of the (a-f) aspects of 
Section 172, with a particular focus on decisions.

The Lab’s tips on Section 172 statements, published in October 2020, provide a basis 
for what companies need to consider including in the statement and how to present 
it. In our discussions, investors emphasised that more useful Section 172 statements:

• do not only focus on stakeholder engagement, but consider the other aspects of 
Section 172;

• discuss principal decisions (linking to the long-term success of the company) and 
how stakeholders and other factors were considered in making those decisions;

• bridge information on stakeholders and decisions by considering them in a two-
way approach, and incorporate both in the statement even if by cross-referencing;

• can be a standalone source of information which is still concise if cross-referencing 
is used well; and

• fit into a connected narrative linking to business model, strategy and how business 
is done (through consideration of governance and culture), demonstrating how the 
company is progressing in its pursuit of its purpose and long-term success.

Quick read

https://www.frc.org.uk/getattachment/dda7a2e4-fd50-4710-8ed6-860867aebf24/FRC-Lab-Tips-on-s172-Oct-20201.pdf
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Conclusion

This project has highlighted that investors are interested in how a company is 
progressing in fulfilling its purpose and achieving long-term success. Understanding 
how the company has considered its stakeholders and other Section 172 aspects 
strategically, including the company’s impact on the stakeholders it relies on, as well 
as understanding what and how decisions were taken in the interest of the company’s 
success, will help investors assess this progress. Currently, investors do not typically 
obtain sufficient insight from companies’ reporting on these areas, which is often 
considered generic.

Investors also emphasised the importance of a connected narrative throughout, 
whether the company is reporting on stakeholders, its decisions or its Section 172 
duty. Such information is seen in the context of the whole annual report and investors’ 
knowledge of the company from other sources. Therefore, investors will be looking 
for consistency of message and alignment with the company’s purpose and discussion 
of business model and strategy. Companies need to also remember not just to 
focus on the positives, and to discuss more the outcomes of both engagement with 
stakeholders and of decisions, for both stakeholders and the company.

Finally, although this report reflects on reporting under UK requirements, these are 
matters of global interest which provide companies with the opportunity to improve 
practice across different jurisdictions. In addition, this information, while targeted at 
investors, may also be of interest to stakeholders themselves.

Examples used in the report

Information on stakeholders

Relevance to business model 
and strategy

Relationship with stakeholders

Risks and opportunities

Performance and metrics

Spotlight on suppliers

Information on decisions
Significant decisions

Consideration of stakeholders

Difficulties in making decisions

Decision outcomes

Section 172 statements
Statements addressing (a)-(f) 
aspects

Specific aspects of S172 duty: 
act fairly as between members

Specific aspects of S172 duty: 
communities

Quick read

Barratt Developments plc, SSE plc, 
Handelsbanken, Fresnillo plc

Fresnillo plc, National Grid plc

Next PLC, Diageo plc

Taylor Wimpey plc, International Airlines Group (IAG), 
Barclays plc, Safestore plc, First Group plc

International Airlines Group (IAG), Next PLC, 
Spirax-Sarco Engineering plc, 
Associated British Foods plc (ABF), Pentland Brands

BAE Systems plc, SSE plc

Fresnillo plc, Taylor Wimpey plc

Taylor Wimpey plc, BAE Systems plc

Fresnillo plc

BT Group plc, Derwent London plc

Man Group plc

Fresnillo plc
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The requirement for a Section 172 statement introduced by The Companies 
(Miscellaneous Reporting) Regulations 2018, the UK Corporate Governance 
Code, the Guidance on the Strategic Report and other recent regulations have 
driven UK companies to increase reporting on their stakeholders (see Appendix 
2 for more detail). In parallel, recent events, including the COVID-19 pandemic, 
and an increasing interest by investors and civil society alike, have also meant 
that treatment of stakeholders has been brought into sharper focus. 

Calls for “stakeholder capitalism” are not just driven by stakeholder groups or their 
representatives, but also by investors who recognise that considering stakeholders 
is in the interest of the company and its shareholders in the long term. Asset 
managers and asset owners that sign up to the UK Stewardship Code and/or the 
UN Principles for Responsible Investment (PRI) need to integrate environmental, 
social and governance (ESG) issues into their investment process and, therefore, 
need to understand how the companies they invest in consider stakeholders.

“Companies that seek to build long-term value for their 
stakeholders will help deliver long-term returns to shareholders”
Larry Fink, Blackrock CEO, 2021 letter to CEOs

Given these requirements and developments, and in response to companies’ demand 
for guidance on reporting that best addressed investors’ needs, the Lab launched 
this project addressing Section 172 statements and reporting on stakeholders more 
broadly, i.e. beyond the statements. As part of this project, the Lab spoke to companies 
of differing sizes across a variety of industries to understand their approach to reporting 
on their stakeholders and the Section 172 duty. We also spoke to both institutional and 
retail investors to understand how they currently obtain information on stakeholders 
and what is missing or could be improved. In the course of our discussions, investors 
highlighted how they are seeking to understand how a company is progressing towards 
fulfilling its purpose and achieving long-term success. Besides information on how 
stakeholders are being considered strategically, they are interested in how the Section 
172 duty of promoting the success of the company is being met, particularly the 
aspect concerning decisions and their consequences for the long term. The discussions 
further highlighted that the Section 172 statement should be a helpful bridge between 
information on stakeholders and on decisions.

To reflect these 
discussions, the 
Lab’s report is 
structured around 
these two distinct 
but interrelated 
strands of information 
and Section 172 
statements.

Information that investors need in order to understand how 
a company is progressing towards its purpose and long-term 

success includes:

Introduction Recent and upcoming developments

Numerous sustainability and ESG reporting frameworks and initiatives address 
stakeholders to a greater or lesser extent. As noted in a BEIS report on frameworks 
for standards for non-financial reporting, these include:

• Task Force on Climate-related Financial Disclosures (TCFD) recommendations, 
on which research by CDSB on how the four pillars could be applied to reporting 
on social factors, including stakeholders, is ongoing.

• Sustainability Accounting Standards Board (SASB) standards by industry, which 
include stakeholder metrics where relevant.

The FRC has already encouraged public interest entities to report under TCFD and 
SASB. 

In 2020, the IFRS Foundation announced the proposed establishment of the 
International Sustainability Standards Board. Although the initial focus will be 
on climate reporting, it is expected that any new board will later address broader 
sustainability reporting with an investor focus. In the meantime, the International 
Accounting Standards Board has published an Exposure Draft on Management 
Commentary, which includes guidance on addressing stakeholders through its 
discussion of resources and relationships.

In October 2020, the FRC published a discussion paper on the Future of Corporate 
Reporting, where it considered the need to report to a wider set of stakeholders. 
Responses are being analysed and proposed next steps will be published later this year.

Information that investors need in order to understand how a company 
is progressing towards its purpose and long-term success includes:

Information on
stakeholders

Information on
decisions

Section 172
statement

Introduction

https://www.legislation.gov.uk/uksi/2018/860/contents/made
https://www.legislation.gov.uk/uksi/2018/860/contents/made
https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.pdf
https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.pdf
https://www.frc.org.uk/getattachment/fb05dd7b-c76c-424e-9daf-4293c9fa2d6a/Guidance-on-the-Strategic-Report-31-7-18.pdf
https://www.frc.org.uk/getattachment/5aae591d-d9d3-4cf4-814a-d14e156a1d87/Stewardship-Code_Dec-19-Final-Corrected.pdf
https://www.unpri.org/
https://www.blackrock.com/corporate/investor-relations/larry-fink-ceo-letter
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/935097/frameworks-for-standards-for-non-financial-reporting.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/935097/frameworks-for-standards-for-non-financial-reporting.pdf
https://www.fsb-tcfd.org/
https://www.cdsb.net/corporate-reporting/1216/covid-inequalities-highlight-pressing-need-social-reporting
https://www.sasb.org/
https://www.frc.org.uk/news/november-2020/frc-nfr-statement
https://www.ifrs.org/projects/work-plan/sustainability-reporting/
https://www.ifrs.org/projects/work-plan/sustainability-reporting/
https://www.ifrs.org/content/dam/ifrs/project/management-commentary/ed-2021-6-management-commentary.pdf
https://www.ifrs.org/content/dam/ifrs/project/management-commentary/ed-2021-6-management-commentary.pdf
https://www.frc.org.uk/news/october-2020/frc-publishes-future-of-corporate-reporting-discus
https://www.frc.org.uk/news/october-2020/frc-publishes-future-of-corporate-reporting-discus
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Section 1

Information on stakeholders

Investors want to understand: 

• who are the stakeholders relevant to the 
company’s success, and how they influence 

 the operation of the business model and 
delivery of strategy

• how the company builds and maintains 
 strong relationships with its stakeholders 
 and understands their interests, needs 
 and concerns to enable it to pursue 
 long-term success

• what could affect the company’s 
 relationships with its stakeholders, and 
 how these relationships could affect the 

company’s pursuit of success

• what is measured, monitored and managed 
 in relation to stakeholders to understand the 

strength of the company’s relationships with 
 its stakeholders and how they are contributing 
 to the company’s success
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The investor view 
To understand how a company is progressing in meeting its purpose and its pursuit of 
success, investors need information on stakeholders. While much of this information 
is currently used for stewardship purposes, an understanding of a company’s 
stakeholders is critical to an understanding of that company’s business model and 
strategy, and the likelihood of its success. The COVID-19 pandemic has only further 
highlighted the importance of stakeholders and companies’ dependency on them 
and the need to improve reporting in this area.

“It’s one thing to report, but it’s another thing to actually do. Some 
companies have poor relationships with stakeholders but this is usually 
not reflected in reporting. It has to be authentic reporting.” Investor

Investors are looking for an honest dialogue and assessment of where the company 
stands with its stakeholders. A concern shared by many investors is that there is too 
much generic information, without sufficient discussion of what really matters to the 
company and its stakeholders and of any negative issues.

“Stakeholder sections tend to be very descriptive and paint a 
picture which is acceptable but not enlightening. These sections 
seem to be more of a policing health check – you won’t read 
anything that’s bad.” Investor

A few investors commented how the information they seek in order to understand 
how a company is pursuing success is aligned with the four pillars in the TCFD 
recommendations that were also found to be a useful structure for workforce 
reporting as set out in the in the Lab’s report on Workforce reporting. Those four 
elements (governance, strategy, risk management and metrics and targets) were 
raised by a range of investors, alongside the importance of a connected narrative 
across stakeholder issues. 

Investors told us that when considering the business and its stakeholders, they are 
trying to understand and assess the following: 

• Relevance to business model and strategy – who are the stakeholders relevant to 
a company’s success and how they influence the operation of the business model 
and delivery of strategy.

• Relationship with stakeholders – how the company builds and maintains strong 
relationships with its stakeholders and understands their interests, needs and 
concerns to enable it to pursue long-term success.

• Risks and opportunities – what could affect the company’s relationships with its 
stakeholders and how these relationships could affect the company’s pursuit of 
success. 

• Performance and metrics – what is measured, monitored and managed in relation 
to stakeholders to understand the strength of a company’s relationships with its 
stakeholders and how they are contributing to the company’s success. 

In addition, investors are interested in the governance and oversight that the board 
and management exercise across all the above elements. Reporting on the processes 
undertaken in considering and engaging with stakeholders can indicate to investors 
whether the company has the capability to detect particular issues through its 
monitoring and engagement, and the level of importance the company attributes 
to stakeholder matters. 

However, while investors are interested in the “how”, what they are truly interested 
in and would like to see more of in the annual report is the why and the outcomes 
of processes, implementation of policies and engagement.

Investors told us they use a number of different sources for information on 
stakeholders. These include the company’s annual report, website and sustainability 
report, as well as data aggregators and providers. For some investors, the annual 
report is the first indication that a company’s board is engaged on stakeholder issues 
and they will use the information within the annual report, or lack thereof, as an 
engagement tool to drill for more information. 

Section 1: Information on stakeholders

Section 1: Information on stakeholders

https://www.frc.org.uk/getattachment/59871f9b-df44-4af4-ba1c-260e45b2aa3b/LAB-Workforce-v8.pdf
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However, access  to management and direct engagement, as well as some information 
from data providers, is often not easily available to retail shareholders, which is why 
publicly available information from the company itself, particularly within the annual 
report, is considered so important. 

Yet, some investors believe they currently do not get sufficient information on 
stakeholders from companies themselves and so they look at external sources such as 
customer review sites, as well as using AI-driven data scraping tools. Such information 
is helpful for investors to corroborate what companies are reporting. This is especially 
relevant due to concerns of “social washing” or that reporting on stakeholders ends 
up being more of a public relations or marketing exercise.

The company view 
Although many companies say that consideration of stakeholders has been part 
of “business as usual” for many years, the recent wave of new regulations has led 
companies to reassess, formalise and articulate how they think about and engage 
with stakeholders. Companies highlighted that in the past some stakeholders were 
viewed through a corporate social responsibility lens but they are now being assessed 
more strategically. Some companies have undertaken stakeholder mapping exercises 
to identify their stakeholders and the issues that matter to them. Companies have 
updated their board papers and minutes templates to remind both those preparing 
and those reading the papers to consider stakeholders. Some companies also told us 
they are seeing a better feedback loop as engagement feedback is now more visible 
to the board.

“Having to report on stakeholders is leading to improved practice and 
better engagement” Company

Responsibility for reporting on stakeholders varies by company. Due to the nature of 
the requirements and the board duty, company secretarial teams are often managing 
the process but are collaborating with investor relations, sustainability, talent, 
remuneration and procurement teams to compile the information.

Companies noted the following challenges in reporting on stakeholders, including: 

• identifying what is most important to report;
• balancing the need to provide useful information with not disclosing commercially 

sensitive information; and
• distinguishing between what the board and management does.

“There is a new level of transparency – we had to get the necessary 
buy-in on what needs to be communicated” Company

Tips for approaching stakeholder-related 
considerations and disclosures

• Assess stakeholders strategically. Whilst some companies felt that they were 
already doing this, the new regulations forced them to reassess.

• Really consider which stakeholders are most pertinent to the company. 
Disclosure on other stakeholders may be relevant and useful, but investors want 
to understand which stakeholders are considered to be most important by the 
board and management.

• Consider whether board paper templates and discussions need updating. 
However, this should not be the only way to evidence the company’s 
consideration of stakeholders. While the Section 172 duty, which includes 
consideration of stakeholders, is the directors’ duty, investors expect that 
stakeholders will be considered throughout the company, and not just by the 
board. Therefore, consider whether other processes and templates need to 

 be updated too. 

• There is not one right ‘owner’ of stakeholder relationships and reporting for 
every company. Integration and coordination is key. 

• Consider highlighting key information through use of graphics and tables 
 to help time-poor investors.
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What investors want to see reported 

In this section, we explore further what investors want to see included in information 
on stakeholders and identify some examples from current reporting practice which 
address particular aspects.

Relevance to business model and strategy

Who are the company’s key stakeholders?
Investors want to know who the company has identified as its key stakeholders, that 
is those stakeholders on which the company’s business model depends. Although 
there is a general expectation that the workforce and customers are likely to always be 
key and reported on, investors expect the key stakeholders to vary by company and 
want companies to reach their own conclusions in identifying the ones that are most 
important. Some investors told us that they are interested in management’s process 
for identifying stakeholders and how they decide why particular stakeholders are 
more important than others. One example of this is reporting on how the company 
conducted its stakeholder mapping exercise and a review in the current year (Rentokil 
Initial plc – page 24 of its 2020 annual report). Investors also expect companies to 
consider the following when identifying their key stakeholders:

• There are many possible stakeholders, not just those listed in Section 172. These 
could include future generations, lenders, governments and regulators. Some 
consider nature also to be a stakeholder.

• There are stakeholders that are relevant for the long term and those who become 
important if there is a problem – these need to be monitored regularly, and as a 
result, prioritisation of stakeholders may vary over time.

• Key stakeholders will be ones the company impacts, but also ones the company 
may want to avoid impacting.

• Companies also need to consider the connectivity between stakeholders, for 
example, employees are future pension holders and communities hold potential 
customers or future employees.

“Without employees you cannot run the company but without 
customers you cannot sustain the company.” Investor

“There is no harm in not talking about a stakeholder group if it is 
genuinely not applicable – companies should set out how they thought 
about the impacts and explain why they are not key (if they would 
generally be expected to be).” Investor

Investors also need information to assess who makes up each stakeholder group. 
Although information about the identity of stakeholders may not be possible due to 
commercial sensitivity or practical reasons, information about the number of individuals 
or organisations within a stakeholder group and where the stakeholder is located would 
be helpful. Such information can be valuable in enabling investors to assess associated 
risks and how the stakeholders could influence the company’s success. 

Companies should also consider whether information about key stakeholders applies 
across a whole group or whether there are significant differences in regions, business 
units or segments. Investors want sufficient granularity and disaggregation so that 
underlying issues cannot be masked.

“Stakeholder relationships are often a key source of value that help to ensure 
that an entity’s success is sustainable over the longer term. It is important that 
boards identify [the company’s] key stakeholders and the importance of those 
stakeholders to the long-term success of the company.” paragraph 8.16, Guidance 
on the Strategic Report
 
Why are these stakeholders important? 
Investors want to know how the key stakeholders fit in with the operation of the 
business model and the delivery of strategy, and ultimately, purpose and the 
company’s long-term success. They want to understand how stakeholders have 
been considered strategically and what the related strategic long-term priorities 
are. Information on the implications of loss, damage or reduction of a stakeholder 
relationship, such as loss of skills or intellectual capital, reputational damage or fines 
should also be provided. In this way, investors can be reassured that such issues 
are being considered by management but can also assess the implications on the 
company’s success. 

Section 1: Information on stakeholders

https://www.rentokil-initial.com/~/media/Files/R/Rentokil/documents/annual-reports/rentokil-initial-annual-report-2020.pdf#page=26
https://www.rentokil-initial.com/~/media/Files/R/Rentokil/documents/annual-reports/rentokil-initial-annual-report-2020.pdf#page=26
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“There will be instances where it really matters to focus on certain 
stakeholders – you also need to realise that they impact each other 
besides also considering them individually.” Investor

“Companies need to consider the circular impact of stakeholders and 
cannot just focus on one particular stakeholder group, as an emphasis 
on just customers for example, giving priority to speed of low-cost 
delivery could be detrimental to employees and suppliers if the 
counter effect is not considered.” Investor

What is important to the company’s key stakeholders? 
By recognising and providing information on what is important to their key 
stakeholders, investors can assess how value creation for stakeholders affects value 
and success for the company. The value created is not necessarily quantifiable. What 
is important to stakeholders should ultimately link back to why they are important for 
the company. If these matters affect the continuity of the relationship, they then have 
an effect on the company’s business model and strategy. A possible way of reporting 
this is by depicting the company’s materiality assessment.

The examples on pages 13-16 reflect possible ways of addressing some of these aspects, 
and below we set out some questions for companies to consider when reporting who 
the key stakeholders are and their relevance to business model and strategy.

Section 1: Information on stakeholders

To help investors understand who are the stakeholders relevant to the company’s success and how they 
influence the operation of the business model and delivery of strategy, companies should ask themselves:

Who are the company’s key stakeholders?

• On which stakeholder groups does the business 
model depend? 

• Are there different relevant stakeholders for 
different business units, segments or locations?

• Are there stakeholders who become more relevant 
over a longer time horizon?

• Who makes up each stakeholder group and where 
are they located?

• How does the company identify its key stakeholders 
and is this appropriate?

• How often are key stakeholders reviewed, including 
consideration of whether new stakeholders have 
emerged or will become key? 

Why are these stakeholders important?

• How does the business model depend on these 
stakeholders?

• What role do these stakeholders play in enabling 
the company to achieve its strategy? 

• How does the continuity and strength of the 
relationship affect the company’s ability to deliver 
on its strategy?

• How are these stakeholders considered 
strategically?

• What value is created for the company through the 
stakeholder relationship?

• Which stakeholders could detract value from the 
company?

What is important to the company’s key 
stakeholders?

• What value does the company create for its key 
stakeholders?

• What encourages or discourages the stakeholder 
group in maintaining its relationship with the 
company?
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Barratt Developments plc
Annual Report 2020 pg 64

What is useful?
For each of its strategic priorities and 
principles, Barratt Developments outlines 
the objectives and (qualitative) value created 
for the relevant stakeholders over the short, 
medium and long term and the progress 
so far.

Barratt Developments plc
Annual Report 2020 pg 38-48

What is useful?
As part of its S172 statement, Barratt 
Developments’ stakeholder engagement 
section includes Venn diagrams for each 
stakeholder group’s interests and concerns, 
highlighting how these have changed from 
before and during the pandemic, and what 
they expect them to be after lockdown. For 
each stakeholder group they also include the 
outcomes of engagement and the effect on 
board decisions.

https://www.barrattdevelopments.co.uk/~/media/Files/B/Barratt-Developments/reports-presentation/2020/barratt-ar2020.pdf#page=66
https://www.barrattdevelopments.co.uk/~/media/Files/B/Barratt-Developments/reports-presentation/2020/barratt-ar2020.pdf#page=41
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SSE plc
Annual Report y/e 31 March 2020 pg 12

What is useful?
SSE’s introduction to the stakeholder engagement section includes a diagram 
highlighting the inputs and outputs (i.e. a two-way consideration) of the 
relationships for its key stakeholders, addressing the benefits that the company 
and stakeholders obtain respectively.

https://www.sse.com/media/jqcamklf/sse-32693-annual-report-2020-web-1.pdf#page=14
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Handelsbanken
Annual and Sustainability Report 
2020 pg 42

What is useful?
Handelsbanken discloses distribution of 
economic value creation amongst different 
stakeholders across five years, allowing for 
comparison with prior years, and clearly 
highlights where no distributions (e.g. 
dividends) were made during the year.

https://vp292.alertir.com/afw/files/press/handelsbanken/202102237659-1.pdf#page=44
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Fresnillo plc
Annual Report 2020 pg 80

What is useful?
As part of its materiality assessment, Fresnillo identifies issues by stakeholder 
group or topic and the degree of relevance to the company. Fresnillo provides a 
materiality map not only for the current year but also for 10 years ahead, showing 
how issues change in importance.

http://www.fresnilloplc.com/media/488895/200421-fresnillo-ar2020-web.pdf#page=82
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Relationship with stakeholders

What actions is the company taking to build and maintain strong relationships 
with its key stakeholders?
Investors want information on the actions that a company is taking to build and 
maintain strong relationships with its key stakeholders. This is not only about 
engaging with stakeholders, but also about monitoring the relationship and how 
management and the board use information to understand the stakeholders’ 
interests, needs and concerns. 

When it comes to reporting on engagement, investors note that companies tend to 
discuss the engagement mechanisms in detail, particularly for employees. However, 
many companies do not sufficiently discuss the outcomes of the engagement, 
including the feedback received, how the company responded to it, and what 
implications it has on strategy and decisions. As highlighted in the FRC’s 2020 Annual 
Review of Corporate Governance Reporting, there needs to be a two-way process of 
engagement which ensures that stakeholders’ views are being heard (and reflected in 
reporting), as some engagement seems to be more about just informing stakeholders. 
See Fresnillo for a discussion of actions and outcomes as a result of engagement.

“Companies are good at saying what engagement they’ve done but 
not what they’ve learnt from it.” Investor

“There is a lack of strategic interpretation of engagement surveys.” 
Investor

Investors also highlighted that discussion of feedback or outcomes often did not 
sufficiently address negative feedback or problems. Investors expect honest disclosure 
on disappointing feedback which then includes the actions that the company is taking 
to address such issues.

“Negative news needs to be presented with how the company is 
planning to address it if it is reasonably significant – it is important to 
reassure stakeholders that it’s a problem under control and that there 
are plans in place.” Investor

Investors recognise that the majority of engagement is undertaken by management, 
but they do expect the board to engage where relevant (including through designated 
non-executive directors and committees). They also expect the board to have 
oversight of the engagement and receive insights, which together are considered 
in decision-making and in assessing whether any actions are needed to improve 
stakeholder relationships. Disclosure which distinguishes between engagement at 
a company/management level and the board’s role, including assigned director 
responsibilities, board oversight and direct engagement, is helpful (e.g. by Fresnillo). 
National Grid also distinguishes between board and company level, and breaks down 
the latter at regional level where relevant.

Especially in light of the COVID-19 pandemic, investors are also interested in 
actions that a company is taking to support its stakeholders to ensure a continuing 
relationship and sustain the pursuit of the company’s success. Evidence of supporting  
stakeholders in difficult circumstances, and doing the right thing by them, indicates 
that the company is more likely to in turn have supportive stakeholders enabling it 
to create value and be resilient and successful. 

Section 1: Information on stakeholders

https://www.frc.org.uk/getattachment/c22f7296-0839-420e-ae03-bdce3e157702/Governance-Report-2020-2611.pdf
https://www.frc.org.uk/getattachment/c22f7296-0839-420e-ae03-bdce3e157702/Governance-Report-2020-2611.pdf
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To help investors understand how the company builds and maintains strong relationships with its stakeholders and 
understands their interests, needs and concerns to enable it to pursue long-term success, companies should ask themselves:

What actions is the company taking to 
build and maintain strong relationships 
with its key stakeholders?

• How does the company engage with its key 
stakeholders?

• Does engagement differ across business units, 
segments or locations?

• What is the board’s role in this engagement? 

• Where the board does not engage directly, what 
information does the board receive about the 
stakeholders and the engagement with them?

• What feedback mechanisms are used? 

• What was the feedback received from stakeholders?

• What are the outcomes of this engagement?

- How did the company respond to feedback 
received?

- What actions has the company taken to 
address the feedback or in response to other 
information about the stakeholder group?

- Has the company made any changes to its 
strategy in response to stakeholder feedback?

• How do management and the board get comfort 
that appropriate and sufficient engagement is 
taking place and that the company is acting on 
feedback received? 

• How do management and the board get comfort 
that appropriate policies around stakeholder 
relationships are in place and that these have  
been reliably followed?

• Has the company taken any actions to support 
stakeholders in view of difficult circumstances or 
other factors?
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Fresnillo plc
Annual Report 2020 pg 28-31

What is useful?
In its section “Relationships with key 
stakeholders”, Fresnillo distinguishes 
between what management does and what 
the Executive Committee and Board do 
in terms of engagement. In addition, they 
include governance activities and, where 
relevant, highlight the designated non-
executive director and their activities. The 
section also discusses actions taken during 
the year and what’s planned based on the 
engagement undertaken.

http://www.fresnilloplc.com/media/488895/200421-fresnillo-ar2020-web.pdf#page=30
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National Grid plc
Annual Report 2019/20 pg 45-47

What is useful?
National Grid’s S172 statement 
distinguishes between company and board-
level engagement and, where relevant, 
it also distinguishes engagement at a 
divisional level (UK and US).

https://www.nationalgrid.com/document/138741/download#page=48
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Risks and opportunities

What could affect key stakeholders and how do they affect the company?
Investors want information about what could affect a company’s relationships with 
its stakeholders and how these relationships could affect the company’s pursuit of 
success. Investors will be aware of trends and factors that could affect a company’s 
stakeholders and will be forming an opinion on related risks and opportunities. 
However, they want to understand the board and management’s own assessment. 
They want information on:

• how management makes its risk assessment and monitors risks, which is in part 
addressed by how management understands who its stakeholders are and what 
their concerns are;

• factors that are affecting or could materially affect stakeholders, such as market 
trends, economic factors, technological change, social movements and new 
legislation and the resulting risks or opportunities;

• what are the risks and opportunities associated with stakeholders and how the 
company is responding to them.

The COVID-19 pandemic highlighted that certain risks affecting stakeholders, 
particularly customers and suppliers, were not sufficiently considered and disclosed. 
Investors hope that this increased awareness will lead to better practice and reporting, 
including an honest depiction of the uncertainties and consequences for the business 
model. Some investors are concerned that disclosures can still be too positive, even 
when discussing implications of new government-imposed restrictions and changes 
in people’s attitudes which could drastically affect the way stakeholders interact with a 
company and how a company operates.

“It’s a shame it took a pandemic to bring certain stakeholders and risks 
into focus.” Investor

This information could be included either in the risk section or in the stakeholder 
section in the annual report – what is important is that there is good linkage between 
the different sections where these issues are relevant, including discussion of business 
model and strategy. We set out some helpful examples of reporting on trends and 
opportunities on pages 22-23. Disclosures of risks and opportunities will be addressed 
in the Lab’s upcoming project report on reporting of risks and uncertainties, which will 
be published later in the year.

Section 1: Information on stakeholders

To help investors understand what could affect the company’s relationships with its stakeholders and how these 
relationships could affect the company’s pursuit of success, companies should ask themselves:

What could affect key stakeholders and 
how do they affect the company?

• How does the company, including the board, 
monitor what could affect its key stakeholders over 
different time horizons?

• What market factors and trends or regulatory 
changes have affected or could affect the 
company’s key stakeholders?

• What are the risks that could affect the stakeholders 
and the company’s relationship with them?

 - What risks do the stakeholder relationships give 
rise to?

- What mitigating actions are being taken to 
address these risks?

• What are the opportunities that the key 
stakeholders give rise to that the company is 
considering strategically?
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Next PLC 
Annual Report January 2021 pg 11, 13, 16

What is useful?
Next discusses the difficulties and uncertainties affecting the company because of 
the pandemic and changing customer behaviours affecting retail, particularly its store 
strategy. Next also provides an analysis of online customer ordering patterns and 
insight into sales opportunities. 

https://www.nextplc.co.uk/~/media/Files/N/Next-PLC-V2/documents/2021/annual-report-and-accounts-jan21.pdf#page=15
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Diageo plc
Annual Report 
June 2020 
pg 14-16, 24-25

What is useful?
Diageo includes a 
detailed discussion 
of market trends and 
consumer behaviours 
(including interest in the 
company’s treatment 
of other stakeholders), 
which addresses how 
each trend affects the 
company and what the 
related response is. The 
trends are also linked 
to relevant strategic 
priorities. In discussing 
the strategic priority, 
which is linked directly 
to market dynamics and 
consumer behaviour, 
Diageo provides further 
detail on its response 
and future goals.

https://www.diageo.com/PR1346/aws/media/11293/annual-report-2020.pdf#page=16
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Performance and metrics

As part of this project, investors reiterated their desire for information about 
performance and progress against strategic objectives and targets. In respect of 
stakeholders, this will primarily be non-financial information but could also relate 
to financial metrics, such as spending on employees or revenue from customers. 
Performance information is useful where it helps investors assess the strength or 
otherwise of a relationship with a stakeholder and see how that affects the pursuit 
of strategy, and ultimately the company’s success. Investors also want to understand 
the metrics that management and the board are using to monitor, understand and 
manage their stakeholder relationships and assess where improvements are necessary.

The principles for reporting metrics identified in the Lab’s report Performance 
metrics – principles and practice are still relevant and apply to metrics in relation to 
stakeholders too:

Aligned to strategy: Investors want to know how metrics tie into the strategy, 
reflecting what is being monitored by the board and management for their 
assessment on the delivery of strategy, but they also want the metrics which give 
insight into the capability of meeting and delivering the strategy. These should 
ultimately be the same, which is why it is useful for companies to explain why the 
key performance indicators (KPIs) and metrics chosen are important to the company 
(e.g. Taylor Wimpey). An alternative presentation is a dashboard view such as 
Barclays’ table of KPIs by key stakeholder group, which in turn are linked to strategy 
and the business model. Linking to remuneration is another way of highlighting the 
importance of KPIs but as noted in the FRC’s May 2021 research on remuneration 
reporting, although many companies used non-financial KPIs such as diversity or 
health and safety KPIs in executive pay formulas, they often did not explain why these 
were chosen or how they were formulated. More granular metrics can indicate the 
current success of strategy and plans, e.g. customer and employee satisfaction scores, 
and/or provide insight into the future “health” of the drivers of value and any related 
risks, e.g. diversity, training and turnover metrics. We noted reporting that included 
detailed breakdowns of employee departures, including dismissals, by country, 

and average remuneration by categories of seniority, age and gender. While these 
disclosures can be helpful as data builds up over subsequent periods, companies 
should provide their interpretation of the results and discuss any actions to address 
related performance issues or stakeholder matters reflected by the metrics.

Transparent: Transparency in metrics is achieved through genuine explanations of 
what is driving the performance and through consistent application. This is particularly 
relevant in the context of COVID-19 where there is the potential to either use the 
pandemic as an excuse for poor performance or to ignore its effect if the result is 
positive. An example of where the effects of COVID-19 have been addressed is IAG’s 
discussion of its net promoter score. A consistent concern we hear from investors is 
over-emphasis of the positives and insufficient discussion of the negatives. Providing a 
trend analysis for a metric is undeniably helpful in identifying whether something has 
gone wrong, but companies need to be transparent and upfront on the reasons why. 
It is also helpful to explain what went wrong, even when it is not evident within the KPI 
or there has been an improvement in the year.

In context: Context can be provided through clear definition of the metric and the 
target and objective to be achieved (e.g. Safestore). Providing market background 
or an industry benchmark or sector average (e.g. First Group) is also helpful in 
contextualising the company’s performance.

Reliable: Investors recognise that some areas of stakeholder reporting and relevant 
metrics are still in their infancy and developing, which is why it is important to include 
descriptions of how the metrics were measured. Information on whether the metrics 
were subject to assurance or to board oversight are helpful. Using or corroborating own 
metrics with third party measures is another way of enhancing reliability. More investors 
are using review sites as supporting evidence on stakeholder performance. Therefore, 
recognition by companies of this external information in support of their stated 
performance is useful. Safestore uses a variety of customer review sites, depending on 
which is prevalent in a particular market, while Rentokil Initial plc includes extracts from 
employee reviews across different divisions and its rating from Glassdoor and also notes 
that the board reviews the ratings as part of its monitoring of culture.

Section 1: Information on stakeholders

https://www.frc.org.uk/getattachment/cd978ef7-72ad-4785-81ee-e08bb7b7f152/LAB-Performance-metrics-FINAL.pdf
https://www.frc.org.uk/getattachment/cd978ef7-72ad-4785-81ee-e08bb7b7f152/LAB-Performance-metrics-FINAL.pdf
https://www.frc.org.uk/getattachment/c9347fef-ac65-41f7-85e5-43723c71e448/FRC-UoP_Remuneration-Research-Report_May-2021.pdf
https://www.frc.org.uk/getattachment/c9347fef-ac65-41f7-85e5-43723c71e448/FRC-UoP_Remuneration-Research-Report_May-2021.pdf
https://www.rentokil-initial.com/~/media/Files/R/Rentokil/documents/annual-reports/rentokil-initial-annual-report-2020.pdf#page=50
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Consistent: Investors want consistency in metrics to be able to track them over 
time. Depending on when the data starts being collected and monitored, the ideal 
track record would be over 5 years (e.g. First Group). Consistency does not mean 
that metrics cannot change if new ones become more relevant, but if a change takes 
place, the reason why and the new definition needs to be explained. As internationally 
recognised ESG standards start to develop and be required, investors will eventually 
expect consistency against those standards.

Taking these principles into account, we set out some questions for companies to 
consider when reporting performance and metrics on stakeholders.

Section 1: Information on stakeholders

Some stakeholder metrics that investors told us they want:
Customers:
• Net promoter scores
• Satisfaction metrics
• Churn rates

Employees:
• Turnover/attrition
• Satisfaction scores
• Remuneration/wage differentials
• Health and safety metrics
• Diversity
• Training

Suppliers:
• Due diligence (undertaken and findings)
• Payments

There are other stakeholders and other 
metrics that investors will be interested 
in, depending on the company. Metrics 
should be reported if relevant to the 
industry and material to the company. 
Breakdown of metrics by location or 
business units should be provided 
where possible.

To help investors understand what is measured, monitored and managed in relation to stakeholders, as well as understand 
the strength of a company’s relationships with its stakeholders and how they are contributing to the company’s success, 
companies should ask themselves:

What are the metrics used by 
management, including risk management, 
to monitor and assess relationships with 
stakeholders?

What are the metrics presented to 
and reviewed by the board in order to 
understand the strength of stakeholder 
relationships and what may need 
changing or improving?

• Which metrics provide insight into the continuation 
of the stakeholder relationship into the future?

• Which metrics on stakeholders link to the 
achievement of strategic priorities and objectives?

For the metrics presented, consider:

• What affected the performance in the year? Is this 
a trend that is likely to continue? If it is not the 
desired performance, what steps are being taken to 
rectify the situation?

• Are the metrics representative of the whole 
company’s performance? Should metrics by division 
be presented?

• Are there quantified targets against which to 
compare performance in the year?

• Are there industry or market measures or 
benchmarks against which to compare the 
company performance?

• Are there third party data points or measures which 
can corroborate performance measured internally? 
Are these reviewed by the board?

• Are the metrics subject to assurance?

• Are there consistently-applied definitions for 
the metrics? Are prior-year comparatives, ideally 
presenting a 5-year trend, available?
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Taylor Wimpey plc
Annual Report 2020 pg 23-24

What is useful?
Taylor Wimpey links its performance and KPIs to its strategic 
priorities and relevant stakeholders. Each associated KPI includes 
a track record, definition, objective/target and its importance to 
strategy. The strategic priority is also linked to the principal risks 
which could affect the performance.

https://www.taylorwimpey.co.uk/corporate/investors/2020-annual-report
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International Airlines Group (IAG)
Annual Report 2020 pg 18

What is useful?
IAG links its KPIs to its strategic priorities to which stakeholders are also 
mapped. When explaining its Net Promoter Score, it highlights that 
although the score has risen favourably, this cannot be compared to past 
performance and is unlikely to be comparable to future performance due 
to the pandemic. However, IAG explains the trend for the proportion of 
the year that would have been comparable (i.e. pre-pandemic).

https://www.iairgroup.com/~/media/Files/I/IAG/annual-reports/iag-annual-reports/en/iag-annual-report-and-accounts-2020.pdf#page=20
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Barclays PLC
Annual Report 2020 pg 22-23

What is useful?
Barclays provides the key measures it monitors on each of its stakeholder priority groups in one 
location, after its S172 statement and descriptions of dialogue with those stakeholders. The metrics 
have a comparison allowing for an understanding of trends. Further detail on the stakeholders and 
additional measures can be found in the cross-referred pages. 

https://home.barclays/content/dam/home-barclays/documents/investor-relations/reports-and-events/annual-reports/2020/Barclays-PLC-Annual-Report-2020.pdf#page=24
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Barclays PLC
Annual Report 2020 pg 37, 84

What is useful?
Barclays provides granular diversity 
metrics, including age diversity and 
ethnicity by location. In its Board 
Nominations Committee Report, Barclays 
explains its diversity targets and the 
actions it is taking to reach them, therefore 
providing context to the detailed metrics. 

https://home.barclays/content/dam/home-barclays/documents/investor-relations/reports-and-events/annual-reports/2020/Barclays-PLC-Annual-Report-2020.pdf#page=39
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Safestore Holdings plc
Annual Report 2020 pg 44-45

What is useful?
Safestore reports externally gathered customer review scores, such as Trustpilot, against 
its performance target. The reporting of more than one external score with similar results, 
reflecting a consistent trend across markets and different review sites, increases credibility.

First Group plc
Annual Report 2020 pg 56, 57

What is useful?
First Group provides KPIs, including 
customer satisfaction, by its market 
divisions, not a group average.

https://www.safestore.co.uk/CMSPages/GetFile.aspx?guid=8a0a6261-7ebe-49ba-ae2b-0f362ceefd77#page=46
https://www.firstgroupplc.com/~/media/Files/F/Firstgroup-Plc/reports-and-presentations/reports/firstgroup-ara-2020.pdf#page=58
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Spotlight on suppliers

Recent events, from the pandemic to the blockage of the Suez Canal, have 
shown how easily supply chains and the associated business models can be 
disrupted, leading to a recognition of the importance of strong and varied supplier 
relationships. Other recent news such as the discovery of poor labour and wage 
practices, and concerns over working conditions and potential slavery in factories, 
have increased reputational risks for particular industries, highlighting the need for 
companies to know their suppliers well. As per our discussions with investors, these 

events highlighted that disclosures on suppliers and supply chains have tended to 
be weak and more is needed. The Lab is considering more focused work on supply 
chains, but in this section we highlight how information on suppliers aligns with 
investors’ reporting expectations and include some examples which reflect this. 
Some examples are from outside the annual report. Companies should consider 
whether such information is material to be included within the annual report based 
on their dependence on suppliers.

Stakeholder consideration

Who is the stakeholder and why are they 
important?
(How do they link to the strategy and 
business model?)

How is value created through and for this 
stakeholder group?

What actions is the company taking to build 
and maintain strong relationships with this 
stakeholder group?

What are the risks and opportunities that 
could affect the stakeholder or arise from the 
stakeholder relationship?

What are the metrics used to measure 
the strength of the relationship with the  
stakeholder group? 

Examples

IAG, Next

Spirax-Sarco, 
Next

IAG, ABF

Pentland

See note 

Application to suppliers as a key stakeholder group

• Who are the company’s suppliers, or what type of companies make up the supply chain? 
• How many suppliers does the company have for each critical component?
• Where are they located?
• Why are suppliers important to the business? 
• Which aspects of the business depend on suppliers?
• What is needed from suppliers to achieve the strategy?

• What practices and standards of quality are expected from suppliers, for example Code of Conduct or 
standards? 

• How well does the company know and keep track of its suppliers? 
• How does the company engage with suppliers? Is it a two-way process?
• What actions has the company taken to support its suppliers, including through its payment practices?

• What are the risks that could affect the supply chain and the company’s suppliers? What mitigating actions, 
such as having multiple suppliers, have been taken?

• What factors could improve how the company works with its suppliers?

•  What metrics are used to monitor whether to continue the relationship or make changes to it?

Note: We came across a few examples of supplier metrics, usually related to supplier audit results or supplier 
satisfaction, and typically found in sustainability reports rather than in the annual report. However, companies 
did not discuss the implications of what the results meant and what actions were being taken as a result.
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International Airlines Group (IAG)
Annual Report 2020 pg 16

What is useful?
IAG’s S172 statement discusses how the group is dependent on suppliers and the engagement and actions 
taken during the year, particularly in light of COVID-19. It names its critical manufacturers and discusses the 
potential adverse impact of delays of delivery in usual circumstances and links to its business continuity plan. 
It then discusses how it has been collaborating with its suppliers and making arrangements for revised 
requirements up to 2025 to meet the challenges brought about by the pandemic.
 

https://www.iairgroup.com/~/media/Files/I/IAG/annual-reports/iag-annual-reports/en/iag-annual-report-and-accounts-2020.pdf#page=18
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Next PLC
Annual Report January 2021 pg 81

What is useful?
Next discusses the broad range of suppliers 
it works with and how they support the 
business in providing an extensive product 
range, links that fact to a heightened risk 
and explains the mitigating steps it takes 
to support ethical practice. Next highlights 
the number of audits undertaken and 
provides a breakdown of the issues found 
and how these were remediated, including 
termination of the supplier relationship 
where they did not rectify non-compliance.

https://www.nextplc.co.uk/~/media/Files/N/Next-PLC-V2/documents/2021/annual-report-and-accounts-jan21.pdf#page=83
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Spirax-Sarco Engineering plc
Annual Report 2020 pg 75

What is useful?
Spirax-Sarco explains how it is working with its suppliers to sign up to its 
Supplier Sustainability Code and outlines the expectations the suppliers should 
meet. It also notes where it has stopped working with suppliers, as well as its 
plans for monitoring suppliers’ sustainable practice in the coming year.

https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page=77
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Associated British 
Foods plc (ABF)
Annual Report y/e 12 Sept 2020 
pg 18

What is useful?
In its S172 statement, ABF provides a 
timeline for the decisions and steps 
taken in relation to how Primark 
store closures due to the pandemic 
would affect its suppliers and how it 
supported them during this period. 

https://www.abf.co.uk/documents/pdfs/2020/ar2020/ar2020.pdf#page=22
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Pentland Brands
Modern Slavery Report 2019 pg 21

What is useful?
Pentland explains its supplier risk assessment process and rates 
the level of risk for each of its 22 manufacturing locations.

https://pentlandbrands.com/wp-content/uploads/2020/11/Pentland-Brands-Modern-Slavery-report-2019.pdf#page=21
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Culture and stakeholders

Culture is intrinsic to how businesses treat their stakeholders. As discussed in 
the FRC’s 2016 report on corporate culture and the role of boards, and further 
emphasised in the 2018 UK Corporate Governance Code, culture is intertwined 
with the purpose the company seeks to achieve and the strategy to deliver long-
term success. Culture should also align with how directors perform their Section 172 
duty. Company behaviours driving the strategy then need to be consistent with the 
desired values and culture which are influenced by the tone at the top. Relationships 
and engagement with stakeholders will reflect a company’s culture. Our discussions 
indicated that investors are increasingly interested in culture and companies typically 
associate this with an assessment of their employee relationships and composition 
and diversity. Investors confirmed their interest in these areas, but highlighted that 
culture is not just about how a company engages with its internal stakeholders but 
also its external stakeholders such as customers and communities. A few investors 
highlighted cases where a company’s culture was focused on a particular stakeholder 
group without considering the implications on other stakeholders, which may 
have led to short-term profitability but adversely affected longer-term value and 
eventually necessitated a change in culture. Again this shows that culture needs to 
be consistent with the company’s purpose.

“We are looking for information on stakeholders that can be a proxy 
for insights into how companies behave.” Investor

Investors are looking for indicators into a company’s culture. Reporting on how 
stakeholders are considered and engaged with can be a reflection of the culture, but 
information on outcomes, stakeholder metrics and the actions management takes 
based on the resulting information is particularly insightful. The FRC’s report on 
culture includes a number of indicators which boards can use to assess, measure and 
monitor culture, such as:

• HR sources of insight, including employee surveys and exit interviews feedback, 
staff turnover, absenteeism, diversity and training data;

• compliance and control indicators, including health and safety metrics, 
whistleblowing incidents and promptness of payments to suppliers; 

• external sources of insight, including customer complaints and satisfaction data, 
supplier feedback and third party ratings like Glassdoor; and

• behavioural indicators, such as attitudes to regulators and actions taken to deal 
with poor behaviour.

While investors are interested in understanding what information boards are using to 
monitor culture, they also want to see such information reported to be able to make 
their own assessment of the company’s culture. The information they want to see on 
stakeholders, particularly on performance and metrics, as discussed on pages 24-25, 
helps provide these insights into culture.

“Is the reporting compliance or is it culture? Were requirements an 
afterthought and a duty of the company secretary or were they well 
understood by the board?” Investor

In addition, investors told us that, while companies need to comply with the 
increasing number of reporting requirements on stakeholder matters, the reporting 
needs to be reflective of what is important to the company and what is embedded in 
its culture. Investors hope that this reporting is not treated as a compliance or tick-
box exercise, but that the board and management understand and follow the spirit 
of the requirements in their dealings with stakeholders. Investors can then assess the 
authenticity of the reporting and whether it genuinely reflects the company’s culture 
when they are engaging directly with the company’s board and management or 
through corroboration with external sources such as surveys, the press and 
social media.

“The board has a role in ensuring that a business is sustainable in the long 
term. This includes embedding the desired culture. Culture is a combination of 
the culture of the values, attitudes and behaviours demonstrated by a company 
in its activities and relations with stakeholders.” paragraph 8.30 of the Guidance 
on the Strategic Report

https://www.frc.org.uk/getattachment/3851b9c5-92d3-4695-aeb2-87c9052dc8c1/Corporate-Culture-and-the-Role-of-Boards-Report-of-Observations.pdf
https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.pdf
https://www.frc.org.uk/getattachment/3851b9c5-92d3-4695-aeb2-87c9052dc8c1/Corporate-Culture-and-the-Role-of-Boards-Report-of-Observations.pdf
https://www.frc.org.uk/getattachment/3851b9c5-92d3-4695-aeb2-87c9052dc8c1/Corporate-Culture-and-the-Role-of-Boards-Report-of-Observations.pdf
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Overarching considerations for information 
on stakeholders
 
In summary, when providing information on stakeholders, companies should consider 
the following:

Consideration of stakeholders, including the actions and outcomes as a result of 
stakeholder engagement, is pertinent to all the different elements of reporting 
which represent the drivers of performance and ultimately the company’s success:

• purpose and culture
• governance and management
• business model and strategy (including decisions)
• risks and opportunities.

Information on performance, including metrics, both of the company and 
specifically related to stakeholders, provides a feedback loop as it indicates 
whether changes are necessary in how stakeholders are considered across the 
different drivers in order to promote the success of the company.

Companies should provide information about the actions and outcomes that 
the board and management consider necessary following their analysis of 
performance and engagement with stakeholders.

A consistent and connected narrative on stakeholders is key and should flow 
through the different elements of reporting.

Companies need to consider whether the information presented on stakeholders 
is truly applicable across the whole group or whether there are differences in 
certain regions, business units or segments – such differences should not be 
masked.

There needs to be a two-way consideration of stakeholders, in terms of:

• engagement – companies need to ensure that they are hearing from 
stakeholders and responding to feedback as informing stakeholders of 

 policies or what the company is doing is not enough.

• impact and value – investors need to understand how stakeholders affect the 
company: that is how they affect the business model and strategy and what 
risks and opportunities they give rise to; but they also need to understand 
how stakeholders are affected by the company’s strategy, its decisions and 
its activities. Similarly, there needs to be a consideration of how stakeholders 
contribute to value creation for the company, but also how the company 
creates value for its stakeholders – the latter is what helps ensure strong and 
continuing stakeholder relationships which support the company in pursuit 

 of its success.

Two-way consideration

Engagement Impact and value

Stakeholders

Company
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Section 2

Information on decisions

Investors want to understand: 

• what the principal decisions were and how they contribute to the company’s success
• how and why the board and management reached those decisions
• how stakeholders were considered in those decisions
• difficulties and challenges in making the decisions
• the expected and/or actual outcomes of the decisions
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The investor view 
To understand how a company is progressing in meeting its purpose and its pursuit 
of success, investors also need information on the decisions taken by management 
and the board since decisions link directly to the company’s strategy and will have 
implications for the company’s future. Investors we spoke to highlighted that 
decisions should be connected to the company’s purpose with the long term in mind.

“Decisions should be rooted in the company’s sense of purpose 
and mission.” Investor

Investors commented that whilst decisions may be ‘assigned’ to a specific reporting 
year they cannot be standalone and considered only in the context of that particular 
financial year. Instead, they should also be explained in the context of the strategy 
and impacts on the future success of the company. Similarly, disclosures on decisions 
need to be part of a connected narrative on the different drivers of long-term success. 
Investors expect principal decisions to:

• be aligned with the business model and strategy;
• take into consideration risks and opportunities; and 
• consider how different stakeholders will be impacted.

Investors noted that typically there may be few significant decisions in a year, but in 
light of the COVID-19 pandemic, they expect to see more decisions disclosed than 
usual. Many will have been prompted by the pandemic, such as decisions on whether 
to furlough staff or make redundancies, shortening payment terms to support 
suppliers, or cutting or pausing dividends. All these decisions directly impact at least 
one stakeholder group and may have indirect consequences on other stakeholders 
– investors want to understand the impact assessment conducted by the board and 
management and what trade-offs were necessary. If particular stakeholders’ interests 
were given priority over others’, they want to understand the rationale and how it links 
to the company’s long-term interest and success. Investors said they will be paying 
particular attention to decisions on dividends and on remuneration, particularly in the 
context of other pandemic-related decisions such as furlough and redundancies. 

Undoubtedly, many difficult decisions were taken in the last year and investors 
expect companies not to shy away from discussing thorny issues. Some investors 
noted how case studies on particular decisions were often presented as if they were 
in all stakeholders’ interest, without acknowledgement of difficulties and negative 
consequences. While investors understand why companies may be reluctant to discuss 
negatives, companies that are ready to report on difficult decisions and issues are 
viewed more positively. This is especially the case if companies provide the reasons 
why the decision was considered the best course of action. 

“If you report problems or difficulties, you show that you’re 
doing something about the issue, and this elicits more trust that 
management is taking the difficult but necessary decisions.” Investor

“Companies are still in the mindset that they present everything in a 
positive light, even when talking about difficult decisions.” Investor

“Decisions are about doing the right thing and not taking the easy 
route – directors should then be able to respond to potential criticism.” 
Investor

Some investors told us they are not only interested in the decisions themselves, but 
how management and the board came to the decision. This links to how feedback 
from stakeholder engagement informs the decision. Investors told us they focus 
on the board’s decision-making as the board is accountable to shareholders. They 
recognise that boards delegate some decision-making to management, but non-
executive directors are there to challenge and oversee that these decisions are 
conducive to the success of the company. That is why information on the decision-
making process, and not just the decisions, is helpful to investors.

Section 2: Information on decisions

Section 2: Information on decisions
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The company view 
Companies have different approaches to how they define a principal or significant 
decision. From our discussions, these include decisions that are:

• mapped to strategic ambitions or priorities;
• capital allocation decisions, such as dividend decisions and acquisitions;
• expected to significantly impact a stakeholder group;
• expected to result in a significant change or to have an impact on the business for 

five years or more;
• addressing a key regulatory change; or
• over a stipulated threshold.

For some companies there is a tiered level of decision-making with delegation to 
committees or business unit management, with the board being the final “gatepost” 
for approval of significant decisions. In some cases, any decisions delegated to 
management were not considered to be principal decisions and therefore, not 
disclosed as such – for example, some highlighted that acquisitions were only 
discussed by the board if over a certain size. This delegation of decision-making has 
led to some concern about disclosures on decisions by the board, particularly to 
address the Section 172 duty. However, companies are recognising the importance of 
reflecting the board’s oversight of the decision-making process, particularly the role of 
non-executive directors in challenging management on ensuring the right decisions 
are being made and that stakeholders are being considered appropriately.

Companies agreed that stakeholder consideration is now, more than ever, an 
important part of decision-making. As noted in Section 1, the process is now more 
formalised, including training and briefings for board members and management 
alike, to ensure stakeholders are considered. 

“It is no longer just about the financial implications; people now 
understand they won’t get approval for decisions from the board 
unless they make these [stakeholder] considerations.” Company

Section 2: Information on decisions

A challenge for subsidiaries?

While some companies expressed concern on how to discuss decisions at a board 
level when decision-making is delegated to management or business units, others 
are concerned about how to report decisions at a subsidiary level when decision-
making is centralised or the subsidiaries are not operational. For these companies, 
the same issue arises on stakeholder engagement and, ultimately, what to include 
in their Section 172 statement. 

However, irrespective of the structure and function of a subsidiary company, 
directors of that company are still required to comply with the Section 172 duty. 
Issues that may be relevant for subsidiaries to consider include:

• Which central decisions affected the company and how did the directors 
consider their implications?

• Which stakeholders are relevant to the company and how have they been 
considered in the company’s activities or plans during the year?

• Where cross-referencing to group disclosures, are there any differences due to 
local laws or other contextual reasons?

Investors told us that they expect consistency within a group, particularly in terms of 
how stakeholders are considered, due to the culture across the group. However, they 
recognise that there may be differences due to local laws or what is in the interest 
of the company. When it comes to disclosures, subsidiaries should report what is 
material to them. 
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What investors want to see reported 

We now explore further what investors want to see included in information 
on decisions and identify some examples from current reporting practice which 
address particular aspects. 

Principal decisions 

Investors want to know about those strategically important decisions that 
management and the board took during the year. They want to understand how they 
link to strategy and the company’s long-term success, which is best addressed by 
explaining the rationale and providing context for the decision (e.g. BAE and Fresnillo). 
Although principal decisions seem to be most frequently presented in Section 172 
statements, some companies reported decisions in the discussion of strategy (e.g. SSE) 
or in the corporate governance section (e.g. Taylor Wimpey). Wherever a company 
chooses to report its decisions, it is important to ensure a connected narrative and 
consistency between sections – cross-referencing can be helpful to show connected 
thinking.

In some cases, companies tend to present a case study and focus on one or two 
decisions. However, companies should consider whether it is more helpful to provide 
a full narrative of all the principal decisions. Also, companies tend to just present 
principal decisions that were made during the financial year, but they should consider 
whether there were any significant decisions in the intervening period up to the 
publication of the annual report (see Persimmon plc – page 77 of its annual report).

Board oversight and the decision-making process 

In addition to information about the decisions themselves, it is helpful for investors to 
understand the process undertaken by the board for reaching principal decisions and 
its oversight when decisions are delegated to management.

Consideration of stakeholders 

As part of understanding how a decision was reached, investors want to know how 
relevant stakeholders were considered. This includes how feedback from stakeholder 
engagement was considered and how the company expects stakeholders to be 
affected. Fresnillo’s table of decisions includes the different considerations by relevant 
stakeholder group. Taylor Wimpey highlights which stakeholders were relevant 
to different decisions and includes a discussion of the interdependencies between 
different stakeholders.

Section 2: Information on decisions

Tips for approaching disclosures on decisions 
and decision-making

• In identifying which decisions to disclose, focus on the strategically important 
ones which have implications for the company’s long-term success. It is easier to 
then discuss the relevant stakeholder considerations for each decision disclosed, 
rather than trying to identify relevant decisions for each stakeholder group (as 
this risks being an artificial exercise). 

• Consider whether templates for papers on board decisions require reminders 
on the Section 172 duty and consideration of stakeholders. This is helpful for 
both those preparing the papers and for the board to approve it. In addition, the 
papers can be useful evidence of the decision-making process for both reporting 
and possible assurance. 

• Some years entail fewer significant decisions, so for those that are more ‘business 
as usual’, focus on discussing the board’s oversight and monitoring of previous 
decisions and how it links to the delivery of strategy.

• Similarly, where decision-making is delegated to management or business units, 
consider the board’s role in oversight, including in the lead-up to decisions. 
Consider what reports were received and what discussions committees held.

https://www.persimmonhomes.com/corporate/media/474064/persimmon_ar2020_web_bmarks-final.pdf#page=79
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“The interests of one group of stakeholders may not always be aligned with the 
interests of other stakeholders or with the interests of shareholders. Where there 
are conflicts, or where in the interests of one group have been prioritised over 
another, the [company] could explain how the directors have considered the 
different interests and the factors taken into account in making that decision.” 
paragraph 8.24 of Guidance on the Strategic Report
 
Difficulties in making decisions
 
As part of understanding the board’s and management’s process of making 
a decision, investors also want information about challenges and difficulties 
encountered in reaching the conclusion on the best course of action. They want 
information on any prioritisation of one stakeholder group over another or trade-offs 

and how different stakeholder needs or concerns were balanced. Such considerations 
do not only apply to decisions which are difficult or negative by their nature, such as 
dividend cuts or deferral (e.g. Taylor Wimpey and BAE) or store closures (e.g. ABF), 
but also to decisions such as acquisitions and new strategies.

Decision outcomes
 
Investors also want information about impacts and outcomes of the decisions. 
Providing information about expected outcomes (e.g. Fresnillo) is helpful, especially 
where there are long-term implications and benefits.  Companies should consider 
both positive and negative effects on both the company and its stakeholders, and 
whether the outcomes are measurable and included in reported metrics.

Section 2: Information on decisions

To help investors understand what the company’s principal decisions were and how they contribute 
to the company’s success, companies should ask themselves:

What were the decisions of strategic 
significance during the year?

• How do they link to the company’s purpose and 
strategic priorities?

For each principal decision:

How and why did the board or 
management reach the decision?

• What information did the board receive to make or 
approve that decision?

• What were the long-term considerations?

• How were the different aspects of Section 172 
considered?

How were stakeholders considered in 
reaching the decision?

• How did stakeholder views from engagement 
activities feed into the decision?

• What are the impacts of the decision on different 
stakeholders?

What were the difficulties or challenges in 
making the decision?

• How were the different needs or concerns of 
different stakeholders balanced?

 
• Are there any short-term negative consequences 

which are offset by long-term benefits?

What are the expected and/or actual 
outcomes of the decision?

• What are the long-term implications for the 
company?

• How are the outcomes of the decision being 
tracked?
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BAE Systems plc
Annual Report 2020 
pg 30-33

What is useful?
BAE System’s S172 statement 
centres around the work 
of the board and includes 
detailed descriptions of 
the major decisions during 
the year including pension 
funding, employee support, 
dividend decisions and 
ensuring the retention of 
the CEO. This section reflects 
the board’s decision-making 
journey through the year. For 
each decision, BAE explains 
the rationale for why it was 
taken, including feedback 
from stakeholders.
 

https://investors.baesystems.com/~/media/Files/B/Bae-Systems-Investor-Relations-V3/PDFs/results-and-reports/results/2021/bae-ar-complete-2020.pdf#page=32
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SSE plc
Annual Report y/e 31 March 
2020 pg 16-23

What is useful?
SSE has a “Strategy in Action (Promoting 
SSE’s Long-term success)” section within 
the strategic report in which it discusses 
the decisions and developments of strategic 
importance during the year. Stakeholder 
considerations are included for each 
decision/development.

https://www.sse.com/media/jqcamklf/sse-32693-annual-report-2020-web-1.pdf#page=18
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Fresnillo plc
Annual Report 2020 pg 132-134

What is useful?
Fresnillo’s S172 statement focuses on principal 
decisions, with each set out in a table with 
headings and considerations by each relevant 
stakeholder group. The context for each decision 
includes long-term implications. The section 
includes the decisions’ expected outcomes or 
outcomes achieved.

http://www.fresnilloplc.com/media/488895/200421-fresnillo-ar2020-web.pdf#page=134
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Taylor Wimpey plc
Annual Report 2020 pg 72-75

What is useful?
In its Corporate Governance section, Taylor Wimpey links its principal decisions to its S172 duty, and in presenting 
the principal decisions throughout the year, it highlights the interrelationships between stakeholders and the short-
term consequences of some decisions with justification for why the board felt the decision was necessary.

https://www.taylorwimpey.co.uk/corporate/investors/2020-annual-report
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Section 3

Section 172 statements

Investors want Section 172 statements that bridge 
information on stakeholders and decisions, and reflect 
how the company is progressing in its pursuit of its 
purpose and long-term success
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The Section 172 duty to promote the success of the company by considering 
consequences of decisions in the long term and the interests of different stakeholders, 
among other matters, means that the Section 172 statement can be either the conduit 
for, or a bridge between, information on stakeholders and information on decisions 
within the annual report. Irrespective of where a company chooses to include this 
information, many of the considerations and tips throughout the report are applicable 
to Section 172 statements and are consistent with the tips previously published by 
the Lab. We now explore in more detail investors’ views on the statements, as well as 
companies’ practical experience.

The investor view

Investors told us that while the Section 172 duty has been a requirement for directors 
for a long time, the introduction of the requirement to produce a statement to explain 
how that duty is being exercised had only further stimulated their interest in this 
area. They also thought the requirement was beneficial by prompting companies to 
improve how they consider stakeholders.

“The benefit of the Section 172 statement requirement is to shine 
a light on the quality or lack thereof of how companies consider 
stakeholders.”  Investor

However, investors emphasised that the statement should not focus only on 
stakeholder engagement. A narrow focus on individual stakeholder groups often 
reflects engagement that is not set in the context of the company’s success and 
strategy. The statement needs to address the company’s route to long-term success 
and consider the (a)-(f) aspects of Section 172 strategically. In their view, the 
statement should tackle what the company is doing to be successful for the long term, 
and consideration of stakeholders needs to be embedded across different drivers of 
value creation and the other Section 172 aspects, such as maintaining a reputation for 
high standards of business conduct.

“Stakeholder interests cannot be boxed as singular interests, but they 
are interlinked across different issues.” Investor

“Together with the financial statements and the discussion of business 
model, the Section 172 statement should provide a holistic view of the 
company: what has happened in the reporting period and then linking 
it to where the company is heading in the future.” Investor 

Investors commented that some statements tended to be boilerplate and not 
connected to the business model or strategic issues. There is an expectation that the 
statement should cover areas of board concern – this then reassures investors that 
the company is tackling or rectifying an issue. The statement is seen in the context of 
the whole annual report and should be consistent with the discussion elsewhere in 
the report. Investors noted that it can be helpful for the statement to be a standalone 
source of information, but while they might initially view it in isolation, they will 
reconcile it to other information they know about the company.
 
The Section 172 statement is a strategic report requirement, but many companies 
choose to include it in the corporate governance section and incorporate it in the 
strategic report by cross-reference. While some investors did not have a preference 
where the statement was located, others did highlight that where the company chose 
to locate it could indicate the importance given to the statement or how the directors 
considered the Section 172 duty. Also, while it is about directors’ duties and therefore 
linked to governance, the board’s oversight and involvement in principal decisions 
drives strategy across both the short and long term, and therefore the statement 
should have a clear strategic link.

One concern that a few investors raised was that since Section 172 was a UK 
Companies Act 2006 requirement, some statements were very UK-focused. Investors 
expect that the Section 172 duty applies across the whole group, whichever 
jurisdiction business units are found in. As highlighted in relation to information 
on stakeholders, any significant differences in relevant stakeholders, approaches to 
engagement or relevance of decisions between regions should be explained.

Section 3: Section 172 statements

Section 3: Section 172 statements

https://www.frc.org.uk/getattachment/dda7a2e4-fd50-4710-8ed6-860867aebf24/FRC-Lab-Tips-on-s172-Oct-20201.pdf
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The company view 

“As an international group, the need to enhance UK disclosures was 
an opportunity to enhance disclosures and practice across the group – 
there was a ripple effect across different jurisdictions for best practice.” 
Company

Most companies highlighted that while the requirement to prepare the Section 172 
statement was new, the duty and the consideration of stakeholders was ingrained 
in the way they conducted business. However, many recognised the benefit of 
having reassessed their processes and made improvements as a result of the new 
requirement. 

Some companies noted that a challenge in preparing the statement is identifying 
what to include and avoiding duplication with the strategic report since that entire 
report should be reflective of the Section 172 duty. Companies typically address 
this by focusing on the board’s role and on principal decisions within the Section 
172 statement. Although approaches vary by company, the majority of statements 
of participating companies were prepared by company secretarial teams, but with 
involvement from across the company.

What investors want to see reported 

Structure and content

In our review of Section 172 statements, we noted the following approaches:

• stakeholder engagement-focused – typically, the section on stakeholder 
engagement is used as the Section 172 statement;

• decision-based – the statement takes either a tabular or more narrative approach 
to describe the principal decisions during the year and then addresses stakeholder 
considerations for each;

• (a) to (f) approach – the statement addresses all (a)-(f) aspects of Section 172;

• hybrid approach – the statement combines two or three of the preceding 
approaches; generally, one or two decisions are selected as case studies;

• cross-referencing – this approach varies from a list of links or references to other 
parts of the annual report (sometimes presented as addressing (a)-(f) of Section 
172) to more detailed cross-referencing with context provided;

• other – approaches have included using the Chairman’s Statement or a Q&A with 
the CEO as the statement.

While the investors we spoke to did not generally express a specific preference for one 
type of format, they emphasised that statements should not be just about stakeholder 
engagement. Statements that addressed decisions in detail, such as BAE and Fresnillo, 
were viewed favourably. Both these statements then cross-referred to the sections on 
stakeholders. 

BT’s Section 172 statement combines a concise section on principal decisions with 
addressing the aspects (a)-(f) of Section 172. This is helpful in ensuring that all aspects 
are addressed and preventing omission, as long as a tick-box approach is avoided 
and only relevant information is provided. Derwent also addresses (a)-(f) in a concise 
manner but by using cross-referencing combined with useful background (e.g. how 
directors perform their duties) and a table indicating how different stakeholders were 
considered in principal decisions. 

Detailed narrative can provide useful insight, but a concise approach which is focused 
but still informative can be just as helpful. Companies need to consider which 
approach works best to tell their company’s story of its pursuit of long-term success.

Some investors highlighted that Section 172 statements often do not address (d) the 
impact of the company’s operations on the community […] and (f) the need to act fairly 
as between members of the company. Two examples below provide helpful detail on 
consideration of community (e.g. Fresnillo) and shareholders (e.g. Man Group).

Section 3: Section 172 statements
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Location 

As noted earlier, where a company chooses to locate its Section 172 statement 
could indicate the importance attributed to the statement. However, the location 
also contributes to the narrative flow of the annual report and should link to strategy. 
Many statements are at the end of the strategic report and just before the corporate 
governance section – arguably this reflects how the Section 172 duty straddles both 
strategy and governance. However, when the statement is included early on in the 
strategic report, for example following on from business model and strategy and 
introducing the stakeholder section, or within the Chairman’s Statement as done by 
SSE plc (2020 Annual Report pages 4-5), this can better highlight the board’s strategic 
role. The sequence of sections can also be helpful in directing investors to relevant 
information in an efficient way. Barclays’ stakeholder KPI dashboard was not formally 
part of its Section 172 statement but followed straight after – this helped provide a 
connected narrative.
 

Conclusion

In summary, better Section 172 statements, which are more useful to investors:

Do not only focus on stakeholder engagement, but consider the other aspects 
of Section 172;

Discuss principal decisions (linking to long-term success of the company) and 
how stakeholders and other factors were considered in making those decisions;

Bridge information on stakeholders and decisions by considering them in 
a two-way approach, and incorporate both in the statement even if by cross-
referencing;

Can be a standalone source of information which are still concise if cross-
referencing is used well; and

Fit into a connected narrative linking to business model, strategy and 
how business is done (through consideration of governance and culture) 
demonstrating how the company is progressing in its pursuit of its purpose 
and long-term success.

Section 3: Section 172 statements

Tips for approaching Section 172 statements

• Consider whether the templates for board papers, agendas and minutes need 
prompts on all aspects of Section 172, and not just consideration of stakeholders. 
These can then be used for evidence to compile the statement.

• As much as possible, the person or team responsible for drafting the Section 
172 statement should attend board and/or committee meetings to facilitate the 
process of drafting and better reflect the board’s priorities and actions. However, 
the Section 172 duty is the responsibility of each director, and the board should 
ensure that the statement is an authentic reflection of its key considerations of 
stakeholders and other factors during the year.

• The Section 172 statement should be a reflection of how the Section 172 duty is 
met throughout the year – similarly, consider gathering information throughout 
the year to compile the statement rather than rolling forward and tweaking the 
statement at the end of the year. This helps avoid boilerplate, but also facilitates 
the reporting process.

• Consider where best to include the Section 172 statement within the annual 
report so that it clearly reflects links to strategy and other parts of the report. It 
should be part of a connected narrative. Do not let the location of the statement, 
or ordering of information within it, be a function of design and pagination, 
rather than a correlation with strategic prioritisation. The statement should be 
clearly labelled and included in the contents page of the annual report.

• Consider bi-directional cross-referencing where the Section 172 statement 
links to where various components of the annual report provide more detail on 
highlights provided in the statement, and those sections then link back to the 
statement.

https://www.sse.com/media/jqcamklf/sse-32693-annual-report-2020-web-1.pdf#page=6
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BT Group plc
Annual Report y/e 31 
March 2021 pg 42-43

What is useful?
BT’s S172 statement 
addresses parts (a)-
(f) of Section 172 by 
explaining the Board’s 
processes and cross-
referencing to other 
parts of the annual 
report for more 
detail. The statement 
also includes a 
description of four 
significant decisions, 
including the board’s 
consideration of 
the impact on the 
affected stakeholders.

https://www.bt.com/bt-plc/assets/documents/investors/financial-reporting-and-news/annual-reports/2021/bt-annual-report.pdf#page=46
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Derwent London plc
Annual Report 2020 pg 104-105

What is useful?
Derwent addresses different elements of S172 in different parts of the annual report and uses cross-referencing to keep its S172 
statement concise, but provides sufficient detail and context to allow it to stand alone as a statement. Derwent also highlights the 
board’s consideration of different stakeholders across its principal decisions.

https://www.derwentlondon.com/uploads/downloads/Derwent_Annual_Report_2020_Final_Single.pdf#page=106
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Man Group plc
Annual Report 2020 pg 42, 43

What is useful?
In its S172 statement case study, Man 
Group specifically addresses “the need 
to act fairly as between members of the 
company”, recognising conflicting priorities 
between shareholders.

Fresnillo plc
Annual Report 2020 pg 105

What is useful?
Besides addressing the impact on communities, where 
relevant, in its discussion of principal decisions in its S172 
statement, Fresnillo links its discussion of communities 
as a strategic stakeholder to its S172 duty and includes 
its framework for community engagement in its business 
lifecycle. This shows how Fresnillo considers and engages 
with communities at different stages of its business model 
and therefore, different time horizons.

https://www.man.com/investor-relations
http://www.fresnilloplc.com/media/488895/200421-fresnillo-ar2020-web.pdf#page=107
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Section 4

Appendices
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Appendix 1: Tips on Section 172

https://www.frc.org.uk/getattachment/dda7a2e4-fd50-4710-8ed6-860867aebf24/FRC-Lab-Tips-on-s172-Oct-20201.pdf
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In recent years, a range of new requirements have been introduced in the UK, which 
require consideration of stakeholders in reporting. While this report is not about how 
to apply these requirements, below we highlight the main regulations and guidance 
which provide valuable context for this report.

Companies Act 2006 (‘Companies Act’)

There are various parts of the Companies Act that require reporting on, or at least 
consideration of, stakeholders or specific stakeholder groups such as employees. 
The strategic report’s purpose, as articulated in Section 414C, is to enable users to 
“assess how the directors have performed their duty under Section 172 (duty to 
promote the success of the company)” and requires quoted companies, “to the extent 
necessary for an understanding of the development, performance or position of the 
company’s business”, to include information about the company’s employees and 
social, community and human rights issues. The section also includes requirements for 
quoted companies to provide employee gender diversity breakdowns. 

The FRC’s Guidance on the Strategic Report provides further detail on how to address 
Section 414C and how to include information on stakeholders in the annual report.

“In meeting the needs of shareholders, the information in the annual report may 
also be of interest to other investors […] and creditors. Other stakeholders such 
as customers, employees and members of society more widely may also wish 
to use information contained within it. The annual report should address issues 
relevant to these other users where, because of the influence of those issues 
on the development, performance, position or future prospects of the entity’s 
business, they are also material to shareholders. The annual report should not, 
however, be seen as a replacement for other forms of reporting addressed to 
other stakeholders.” Paragraph 3.4, Guidance on the Strategic Report 

In addition, Section 414C of the Companies Act requires companies to report on 
principal risks and key (non-financial) performance indicators, including information 
relating to environmental matters and employee matters, and quoted companies 
to report their business model and strategy. These are reporting areas in which a 
consideration of, and reporting on, stakeholders may be relevant. 

The Companies, Partnerships and Groups (Accounts and Non-Financial Reporting) 
Regulations 2016 (Sections 414CA and 414CB of the Companies Act) introduced the 
requirement for public interest entities with more than 500 employees to prepare 
a Non-financial information statement for in which companies should include a 
description of policies, related due diligence, outcomes of policies, principal risks and 
key performance indicators in relation to matters including employees, social and 
community matters, respect for human rights and antibribery. These requirements, as 
part of the implementation of the EU’s Non-Financial Reporting (NFR) Directive, were 
reflected in the revised Guidance on the Strategic Report. The FRC also published a 
Frequently Asked Questions covering the NFR requirements, including what is meant 
by the impact of a company’s activities and the interaction with the strategic report 
disclosures.

The Companies (Miscellaneous Reporting) Regulations 2018 introduced a number of 
new requirements for the annual report, including:

• Section 172 statement (Section 414CZA of the Companies Act) – in which 
companies describe how the directors have had regard to the matters set out in 
Section 172(1) (a) to (f) when performing their duty under Section 172:

(a)  the likely consequences of any decision in the long term,

(b) the interests of the company’s employees, 

(c)  the need to foster the company’s business relationships with suppliers, 
customers and others, 

(d) the impact of the company’s operations on the community and the 
environment,

(e)  the desirability of the company maintaining a reputation for high standards 
  of business conduct, and
 
(f)  the need to act fairly between members of the company.

Appendix 2: Regulatory background
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https://www.legislation.gov.uk/ukpga/2006/46/section/414C
https://www.frc.org.uk/getattachment/fb05dd7b-c76c-424e-9daf-4293c9fa2d6a/Guidance-on-the-Strategic-Report-31-7-18.pdf
https://www.legislation.gov.uk/ukpga/2006/46/section/414C
https://www.legislation.gov.uk/uksi/2016/1245/regulation/4/made
https://www.legislation.gov.uk/uksi/2016/1245/regulation/4/made
https://www.legislation.gov.uk/ukpga/2006/46/section/414CA
https://www.legislation.gov.uk/ukpga/2006/46/section/414CB
https://www.frc.org.uk/getattachment/fb05dd7b-c76c-424e-9daf-4293c9fa2d6a/Guidance-on-the-Strategic-Report-31-7-18.pdf#page=58
https://www.frc.org.uk/getattachment/c3b4e267-ef24-4c91-8427-4aa18b697c25/FAQs-on-non-financial-reporting.pdf%20accessed%209%20January%202018
https://www.legislation.gov.uk/uksi/2018/860/contents/made
https://www.legislation.gov.uk/ukpga/2006/46/section/414CZA
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Section 8 of the Guidance on the Strategic Report provides guidance on how to 
prepare this statement and clarifications on which companies should prepare it can 
be found here. The Department for Business, Energy and Industrial Strategy (BEIS) 
also published a Q&A on the regulations, including preparation of the statement. 

• Amendments to the directors’ report on engagement with employees, suppliers, 
customers and others (Part 4 of Schedule 7 of the Large and Medium-sized 
Companies and Groups (Accounts and Reports) Regulations 2008) – which 
augmented existing disclosures on how, amongst other things, the company 
informs and consults employees so that their views are taken into account in 
making decisions, encourages their involvement by requiring disclosure of how 
directors have had regard to employee interests and the need to foster the 
company’s business relationships with suppliers, customers and others in decision-
making. As noted in the BEIS Q&A, some of these requirements overlap with those 
of the Section 172 statement but having a directors’ report requirement ensures 
that company reports include information about these important aspects of the 
Section 172(1) duty even where the directors do not judge the information to be 

 of sufficient strategic importance to be included in the strategic report that year. 

As noted in the Guidance on the Strategic Report, these different requirements 
overlap and therefore, some of the disclosures may be included in the relevant 
statement by cross-referencing to other parts of the strategic report.

The UK Corporate Governance Code  (‘The Code’)

“To succeed in the long-term, directors and the companies they lead need to 
build and maintain successful relationships with a wide range of stakeholders. 
These relationships will be successful and enduring if they are based on respect, 
trust and mutual benefit. Accordingly, a company’s culture should promote 
integrity and openness, value diversity and be responsive to the views of 
shareholders and wider stakeholders.” Introduction to the Code

The Code has two principles which relate directly to stakeholders: Principle D, 
which is about ensuring effective engagement with and encouraging participation 
from the company’s stakeholders and Principle E, which is about workforce policies 
and practices. The related ‘comply or explain’ Provision 5 is about how the board 
understands stakeholders’ views and how their interests and the matters set out in 
Section 172 have been considered in board discussions and decision-making. It then 
describes possible methods for engagement with the workforce. Provision 6 is about 
ensuring that the workforce is able to raise concerns in confidence.

The FRC published a report on Improving the quality of ‘comply or explain’ reporting 
and noted how transparency can be improved with regard to Provision 5. Further 
detail on the FRC’s expectations on application of the Code, including on stakeholder 
engagement, can be found in the FRC’s 2020 Annual Review of Corporate Governance 
Reporting. In May 2021, the FRC published Workforce Engagement and the UK 
Corporate Governance Code: A Review of Company Reporting and Practice, which 
reviews the approaches taken on workforce engagement.

Other requirements

In 2015, the UK introduced a requirement for companies to publish a Modern Slavery 
Statement in which a company sets out how it prevents modern slavery in the 
business and supply chain. This relates to a number of stakeholder groups, including 
workforce, suppliers and distribution partners. The Home Office’s statutory guidance 
recommends that companies report on 6 areas, including organisational structure 
and related supply chains, policies, due diligence and risk management in relation to 
slavery and human trafficking and related KPIs. In 2020, the UK government issued a 
consultation on transparency in supply chains in a move to strengthen reporting in 
this area.   

Other reporting requirements related to stakeholders include:

• the duty to report payment practices and performance (in relation to suppliers); 
and

• gender pay gap reporting.
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https://www.frc.org.uk/getattachment/fb05dd7b-c76c-424e-9daf-4293c9fa2d6a/Guidance-on-the-Strategic-Report-31-7-18.pdf#page=61
https://www.frc.org.uk/news/may/frc-issues-editorial-updates-to-2018-guidance-on-t
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/755002/The_Companies__Miscellaneous_Reporting__Regulations_2018_QA_-_Publication_Version_2__1_.pdf#page=8
https://www.legislation.gov.uk/uksi/2008/410/schedule/7
https://www.legislation.gov.uk/uksi/2008/410/schedule/7
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/755002/The_Companies__Miscellaneous_Reporting__Regulations_2018_QA_-_Publication_Version_2__1_.pdf#page=8
https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.pdf
https://www.frc.org.uk/getattachment/6a4c93cf-cf93-4b33-89e9-4c42ae36b594/Improving-the-Quality-of-Comply-or-Explain-Reporting.pdf#page=4
https://www.frc.org.uk/getattachment/c22f7296-0839-420e-ae03-bdce3e157702/Governance-Report-2020-2611.pdf
https://www.frc.org.uk/getattachment/c22f7296-0839-420e-ae03-bdce3e157702/Governance-Report-2020-2611.pdf
https://www.frc.org.uk/getattachment/56bdd5ed-3b2d-4a6f-a62b-979910a90a10/FRC-Workforce-Engagement-Report_May-2021.pdf
https://www.frc.org.uk/getattachment/56bdd5ed-3b2d-4a6f-a62b-979910a90a10/FRC-Workforce-Engagement-Report_May-2021.pdf
https://www.gov.uk/guidance/publish-an-annual-modern-slavery-statement
https://www.gov.uk/guidance/publish-an-annual-modern-slavery-statement
https://www.gov.uk/government/publications/transparency-in-supply-chains-a-practical-guide
https://www.gov.uk/government/consultations/transparency-in-supply-chains
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/831507/payment-practices-performance-reporting-requirements.pdf
https://www.gov.uk/government/collections/gender-pay-gap-reporting
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Process

Participants join projects by responding to a public call or being approached by the 
Lab. An iterative approach is taken, with additional participants sought during the 
project, though it is not intended that the participants represent a statistical sample. 
References made to views of ‘companies’ and ‘investors’ refer to the individuals from 
companies and investment organisations that participated in this project. Views do 
not necessarily represent those of the participants’ companies or organisations. 

Views were received from a range of UK and international institutional investors, 
analysts and retail investors through a series of in-depth interviews and roundtables. 
We also heard from a range of companies through FRC-led roundtables, one-to-one 
interviews or roundtables with other agencies. 

Participants

The Lab received a great deal of support from a wide range of organisations 
throughout this project, particularly those organisations that have been working in 
this area for a number of years. This assistance has been invaluable, and we thank 
these organisations for giving so generously of their time.
 
Thank you to all of the participants for contributing their time to this project.

Companies
3i Group plc
Assura plc
BHP Group
Blancco Technology Group
BP plc
Burberry Group plc
First Group plc
Franklin Templeton
Halma plc
Howden Joinery Group plc
Ibstock plc
InterContinental Hotels Group plc
IP Group plc
ITV plc
Legal & General Group plc
Man Group plc
Mizuho International plc
Nationwide Building Society
Natwest Group plc
Polymetal International plc
Rathbone Brothers plc
Refinitiv Limited
Rio Tinto Group
Shell International Limited
Smith & Nephew plc
Spirax-Sarco Engineering plc
SSE plc
Tesco plc
Thames Water Utilities Ltd
Wellcome Trust

Investors and other users
Blackrock
Brunel Pension Partnership
Castlefield Investment Partners LLP
Church Commissioners and the 

Pensions Board of the Church of 
England

Deborah Gilshan, Advisor, Investment 
Stewardship & ESG

Federated Hermes International
Jupiter Asset Management
Legal & General Investment 

Management
LGPS Central Limited
Moody’s
Retail investor representatives (4)
RPMI Railpen

We would also like to thank the 
following agencies for hosting 
company roundtables, where the 
Lab gathered further views:

Black Sun
Emperor
Falcon Windsor
Luminous 

Appendix 3: Process and participants
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