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Recent Policy Activity 
                                                                                            by Eric Chalker 

 Watching over smaller companies’ accounting 

 This is a twofold task for UKSA.  It began with the Financial Reporting  
Council’s three year project to investigate how well and accurately smaller 

companies report to their members.  Mark Gahagan was our representative in 

the first phase, now completed.  I attended the meeting at which the FRC  
presented its first stage conclusions and felt obliged to criticise its failure to 
pay regard to the particular needs of private investors, who are probably the 
investors with greatest interest in small companies.  Together with Mark and 
other policy team members, I also reviewed the FRC’s published conclusions 
and found them wanting in several important respects which have been spelled 

out in our formal response. 
 

 The FRC has just started the second stage of its project on which it is too early 
to report, but we have also begun our own investigation into AIM companies’ 
reporting.  This was announced to members by email last month, inviting 
members to volunteer their assistance, since when four have done so.  Led by 

Mark, the project will examine selected AIM companies’ annual reports and 
publish UKSA’s comments on our website.  We will not be expressing an  
opinion on the suitability of any company as an investment, but we will say 
what we think of how these companies are reporting to their investors, giving 

praise or criticism as appropriate.  We hope to highlight good practice and bad.   
 
 First up for examination are ASOS and Ithaca Energy, the first and last of  

Investors Chronicle AIM 100.   
 
 Lab project on dividend policy and capacity disclosure 

 This Financial Reporting Lab project, run by the FRC, is close to completing its 

work.  Members were first informed about this in the May 2014 issue of this 
magazine, which mentioned our dissatisfaction with the terms of reference 
which we thought were too narrow.  Our principal concern was that the project 
seemed unlikely to cover the extent to which companies’ cash is used for share 
buybacks rather than – and sometimes to the prejudice of – dividends, on the 

pretext that this is just another form of profit distribution.  Mohammed Amin 
(‘Amin’) was UKSA’s representative on this occasion, but Roger Collinge also 
became involved as a member of the pension fund coalition in which he has 

long been prominent as UKSA’s representative there. 
 
 When the draft report came out, all three of us were dissatisfied with what 
appeared about buybacks and I accordingly asked for stronger representation 

of our views and particular note to be taken of several constructive requests 



The Private Investor · Issue 179 · November 2015 

 Page 15 

that Amin had made.  A revised draft appeared which, if anything, was even 
more unsatisfactory, so I prepared to challenge the report when it appeared 
in public.  The subject of dividends is of acute interest to many private  
investors and it is an aspect of policy where our view may differ sharply from 

those who only invest other people’s money, particularly over spending  
shareholder money on share buybacks for which the claimed benefit is usually 
very hard to see.  Fortunately, I am pleased to say, a further, strong  

expression of our concerns did lead to a much better final draft which I am 
expecting soon to be made public. 
 
 Other contact with the Financial Reporting Council 

 From time to time we meet senior FRC staff members.  Following a meeting 
with Stephen Haddrill, chief executive, in May 2011, we have been given 

many opportunities to attend events, contribute to its activities and make our 
opinions known.  This has not yet led to much if any visible change in the  

aspects of corporate governance which most concern us, but we continue to 
press for these and our voice is being heard, most notably perhaps on the 
disenfranchised status of those using pooled nominee accounts.  A year ago, 
at the FRC’s annual open meeting, after I had mentioned that UK law does 
not recognise nominee accounts investors as shareholders having legal rights, 

the FRC chairman, Sir Win Bischoff, told me he didn’t know that. 
 
 At this year’s ‘open’ meeting I was accompanied by Amin, who asked what 

the FRC is doing to introduce a common format for online company reports – 
the answer being, effectively, not much (but there is an EU consultation  
running on this to which I hope we will be able to contribute).   
 

 At the beginning of October we were invited to participate in an FRC project 
to assess how well-run boards shape and embed culture in their  
organisations, with a view to promoting best practice.  I am glad to report 

that UKSA member Sir Michael Darrington, who led the Greggs bakery chain 
for 24 years until his retirement in 2008, has volunteered for this, still in its 
preliminary stage.  

 
 We are regularly given opportunities to participate in Reporting Lab projects 
and other consultations, so I am constantly on the lookout for other  
volunteers to come forward to help us ensure that the independent voice of 
the private investor is heard to the fullest extent possible.  If you have a  

particular interest, don’t hesitate to tell me, directly or through the UKSA  
office.  Although we have a much bigger policy team since I introduced the 

new structure outlined at this year’s UKSA AGM, we could still do more if 
more came forward. 
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 The Shareholder Voting Working Group 

 One consequence of my most recent meeting at the FRC was an introduction to 
the SVWG, yet another of the multiple bodies which exist in the (loosely 

termed) financial services industry.  This is a ‘multi-disciplinary team of  
individuals from across the UK voting chain, working together to identify,  
explore and document current issues with UK listed company voting processes 
and to suggest potential improvements’  established in 1999.  Although a lot of 

the group’s work is probably technical, I have expressed surprise that UKSA has 
not been invited to contribute in some way. 

 
 Nevertheless, having been given a copy of its latest, 68 page, report, on  
transparency of proxy voting, I found it necessary to send an email to the 
SVWG secretary (who is also a senior BP employee) detailing four factual errors 
in it concerning nominee accounts.  At the same time, I complimented those 
responsible for the report which I described as ‘impressive in the ground it  

covers and its careful description of the voting process.’   

 
 My initial email was not acknowledged, but I wrote again with further com-
ments and followed this with a 1,200 word letter detailing all the points I had 
raised, which was acknowledged.  That was at the end of September, when the 
consultation closed, but I have yet to hear more.   
 

 The International Accounting Standards Board 

 Roger Collinge has established for UKSA a continuous, albeit critical working 
relationship with the IASB.   Roger’s ‘Commentary’ on an IASB member’s  

explanation of that body’s position on the accounting concept of ‘prudence’, 
published last July, can be found on the UKSA website.  Now, after considerable 
study of the IASB’s ‘exposure draft’ of its proposed ‘conceptual framework’, 
Roger has produced a 4,000 word critical assessment that has been submitted 
as UKSA’s formal response.  Martin White, a leading actuary working in the City 

and a past chairman of UKSA, has described this as ‘a superb piece of work.’ 
 

* * * 
 My report should give members some idea of the amount of policy activity now 
being carried on in their names.  We strive to be representative in the views we 
express and we aim to speak out only on matters of concern to private  
investors generally – or on matters which would be of concern to them if they 
were aware of them.  There is so much more we could do, if more would  

volunteer to contribute, but I am very grateful indeed to those whose names I 

have mentioned and others – particularly Peter Parry, who has a separate  
article in this issue – who also contribute. 

Eric Chalker, Policy Director 


