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Introduction
As the peak of 2019 AGM season eases off, we get the
opportunity to take stock of what happened in the proxy
voting arena and consider how our predictions and
expectations played out. In our 2019 Season Forecast, we
anticipated a general toughening up of investor policies, with
Boards being made to feel more accountable for the decisions
they have made and the practices they have applied. This
did indeed materialise, and we have witnessed an upturn
in dissent expressed against individual directors held
accountable for upholding disagreeable practices; or for a
lack of responsiveness to the concerns of investors and
Proxy Advisers.
Of course, the usual suspects have come under fire, including
remuneration and share issuance proposals; but we have
perceived a notable link back to the policy-owners when
issues of diversity, succession planning and remuneration
excess – especially in the context of a company’s share
performance – have come into focus. Boudicca has also been
involved at the hotter end of several proxy contests already
this year, which has illustrated to us how activism (Barclays,
Gulf Marine Services, SuperDry) and constructivism (e.g.
LetterOne/DIA) have only gained momentum.
The drivers for greater and more targeted dissent have
included stricter investors’ voting policies, changes to
regulatory and advisory frameworks such as the UK Corporate
Governance Code, the Investment Association’s Remuneration
Principles, the Stewardship Code and the QCA guidelines,
and the influence of proxy advisers such as ISS, Glass Lewis,
IVIS and PIRC.
In H1 2019, Boudicca has provided proxy and corporate
governance advisory programmes for around 80 clients,
largely UK-based. This experience, coupled with insights from
our sister company, Prism Cosec, and our collective parent’s
issuer, Equiniti, gives us a good foundation for assessing the
season’s trends and drivers.
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On review, Boudicca believes that the AGM
trends of 2019 fall into three key areas:
• Board Accountability
• Shareholder Activism
• Socio-Political Concerns
We explore the trends under each of these headings, looking
primarily at Director Re-elections, Director Remuneration,
Auditor Issues, Equity Issuance. Taking this further, we
consider other areas that have given rise to questions and
requests for clarifications from clients: Employee Board
Representation, Committee Membership, The Public Register
and Shareholder activism.
Boudicca is aware that voting behaviour can differ depending
on the size of the UK issuer concerned. To that end, we have
analysed voting outcomes based on market capitalisation,
split between the FTSE 350 and the AIM All Share indices.

We would assert that the combination of higher
benchmarks for UK corporate governance, the
requirement of issuers to explain shareholder
dissent in public, the cost and time pressures on
investment management, and the consequent
prevalence and influence of Proxy Advisers
shows that UK issuers can no longer rely on
the ‘law of averages’ in terms of shareholder
support. Companies must continue to actively
engage and sustain meaningful consultation with
shareholders and Proxy Advisers alike.
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Shareholder Voting 2019 – Hot Spots
Based on our experience since 1 January 2019, we have focused our initial analysis on four key resolutions: Director
Remuneration, Director Re-election, Equity Issuance and Auditors. Using market data for 2018 and 2019 (January to June).

FIGURE 1: UK ISSUERS’ RESOLUTION ANALYSIS (ALL)
2018

2019

Meetings

For

Against

Meetings

For

Against

%CHANGE
AGAINST

Directors' Remuneration

506

81.1%

15.8%

400

79.4%

19.6%

24.1%

Directors’ Re-election

667

93.2%

5.7%

484

90.9%

8.5%

49.1%

Appointment of Auditors

649

95.8%

3.5%

486

95.4%

4.2%

20.0%

Equity issuance without pre-emption rights

572

96.6%

2.8%

402

97.4%

1.3%

-53.6%

Equity issuance with pre-emption rights

542

92.1%

6.7%

333

91.2%

8.5%

26.9%

91.8%

6.9%

90.9%

8.4%

13.3%

Average

Source: ProxyInsight – showing average outcome percentages across the volume of meetings.

These specific resolutions have attracted the greatest amount of shareholder dissent over the last two years. On an absolute
basis, the percentage of votes cast against resolutions remains low at less than 10%, with the exception of Directors’
Remuneration. Below we look in greater detail at the drivers of these outcomes.
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is suitable or desirable for the Chair of the Remuneration
Committee to resign at this time, and therefore an abstain
vote is suitable in this instance’.
• NomCo – shareholders can cite a number of issues when
voting against a NomCo Directors re-election. In Boudicca’s
experience, the most likely will be failing to meet diversity
thresholds, failure to have adequate policy disclosure on
diversity and succession, overboarding and tenure. In 2019,
we have seen the stricter application of diversity policies
by LGIM and BlackRock, and stringent overboarding
calculations resulting in perfectly independent and
otherwise highly skilled directors receiving votes against
their re-election proposal around 30% (e.g. re-election
of Adrian Li at Berkeley Group owing to external time
commitments and roles at other publicly listed companies).
E xample: At the 2019 AGM of GVC Holdings plc, BCI voted
against the Chairman of the Board, stating ‘We are holding
the Chair of the Nomination Committee accountable
for failing to ensure that all key board committees are
fully independent.
E xample: Calvert Research and Management stated
that, ‘Votes AGAINST incumbent Nominating Committee
members are warranted for lack of diversity on the board.’

Board Accountability
Director Re-election
Investors are proven to be escalating dissent on corporate
governance, audit or remuneration concerns to the individuals
and committees they deem responsible. We believe that this
reflects shareholders’ intention to stress individual director
accountability for reasons described below:
• RemCo – where there has been a lack of responsiveness
to consultation (or worse – when there has been no
consultation), and/or where a remuneration concern
persists, the focus of dissent can be shifted from votes on
remuneration reports – which are non-binding and deemed
somewhat toothless – to the more personal proposal of a
Committee Chair’s or member’s re-election (a binding vote).
The graver the concern, the more likely it is that dissent will
be spread across any standing committee members.
E xample: At Gulf Marine Services 2019 AGM, in addition
to voting against the Rem Report, LGIM voted against the
SID, ‘because LGIM has had concerns with the remuneration
policy for more than a year’.
E xample: At Safestore’s 2019 AGM, in addition to voting
against the Rem Report, RLAM voted abstain on the RemCo
Chair, because they, ‘continue to have concerns with the
operation of the executive remuneration scheme. However,
we acknowledge the work done by the remuneration
committee to engage with shareholders following the high
level of opposition to the plan, and to implement a number
of changes to the Remuneration Policy. We do not think it
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• AudCo – we have seen few dissent votes on AudCo
members compared to the above, primarily because
auditor-related proposals are on the agenda and can take
a hit directly. That said, we anticipate a tougher stance to
be taken on AudCo members as performances at other
companies will be considered. If there has been oversight
of irregularity or failure at other entities, we may yet see
greater dissent on vulnerable AudCo candidates. In light
of well publicised audit problems in the last 12 months
(Carillion, PatVal, Keir) we expect an increased focus on
Audit Committee membership.
The increased focus on Director Re-election has raised the
requirement of issuers to consider their nominations in the
context of the specific Director’s characteristics. Newly
appointed Chairs of RemCo and NomCo will also have to
be mindful of what they are inheriting in terms of legacy
practices. Investors and proxy advisers expect any ‘new
broom’ to get a grip on concerns that have been raised
previously and will expect to be consulted on proposed
changes to policy ahead of formal shareholder approval.

Appointment of Auditors
The predominance of the small group of audit providers
continues to generate headlines prompted by the
aforementioned scandals. Boudicca believes that investors
will be more inclined to use their voting rights to control
the independence and quality of audit firms, ensure regular
refreshment, and vote against specific audit partners involved
in questionable audit practices.
In line with the above and looking ahead, we fully expect the
Chairs of audit committees to come under increased scrutiny,
with particular attention paid to their independence, tenure,
qualifications, and diversity of background.
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Socio-political Concerns
Directors’ Remuneration
Voting results for Directors’ Remuneration Reports in the
period January to June 2019 suggest that support has
remained comparable to the equivalent 2018 period, although
more have been voted down in this short period of 2019 than
in all of 2018:
•  46 companies received voter support of less than 80% on
their Remuneration Report vote, with average support of
65.5% within this group. Over the same period in 2018,
there were 44 companies with remuneration support
below 80%, with an average level of support of 66.8%
The three companies in 2019 with lowest votes FOR – so
far – but which passed, were Clarkson plc (51.5%), Segro
plc (53.3%) and Standard Life Aberdeen plc (57.98%).
(source: IA Remuneration Report stats).
•  More notably, four issuers have had their Remuneration
Reports voted down this year so far (Lonmin: 26.2%
FOR; Micro Focus International: 49.7% FOR, Gulf Marine
Services 14.5% FOR and Arix Bioscience 32.4% FOR),
compared with three for all of 2018 (Inmarsat: 41.5%
FOR, Playtech 40.6% FOR and Petropavlosk 28.5% FOR)
(source: ISS).
Boudicca’s work in 2019 with proxy advisers has revealed
that their negative recommendations have resulted in a
higher proportion of votes against the specific resolution. For
example, in terms of Remuneration Reports, ISS’ negative
recommendations can be linked to an average of 25.3% of the
votes cast against this resolution compared to 23.8% during
the same period in 2018. (Source ISS).
We have seen also a hardened stance, by ISS, on bonus
outcomes that were considered disproportionate to the
financial performance of the issuer in question:
•  Unsatisfactory financial performance around target levels
does not justify the resulting bonus outturn being close
to maximum due to significant non-financial elements
(e.g. Paragon Banking Group; Foxtons); or
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•  A negative vote recommendation provided on an
essentially unchanged Remuneration Policy which
allowed for on-target bonus in excess of 50% of
maximum (e.g. Sage Group, which had its initial negative
ISS recommendation changed following publication of a
corrective RNS);
•  In some of these cases, similar structures were in
place historically but had not resulted in negative vote
recommendations from the PAs at the time.
Scrutiny is being placed on annual bonus awards. There is a
growing perception that these are close to ‘guaranteed’ given
the historic frequency of close to maximum pay-outs, even in
those years when financial performance was poor. Research
from Deloitte during the financial crisis showed that bonus
pay-outs at FTSE companies averaged c.80% of maximum
while LTIP awards did not vest and shareholder performance
clearly suffered during these periods.
Investors’ concerns on remuneration have also been reflected
in the updated Principles on Executive Remuneration
published in November 2018 by Legal & General Investment
Management (LGIM) in its stance towards limits on the use of
annual bonuses and non-financial criteria under variable pay
plans:
•  LGIM encourages the reduction of short-term annual
bonus opportunity and suggests that a bonus of 200%
of salary should be reserved for only the largest global
companies. As such, LGIM states that it will not support
ANY increases to annual bonus opportunity going
forward;
•  Given that non-financial, personal or strategic targets
tend to be less readily measurable against pre-set
targets, many PAs and investors are requesting that such
criteria make up a small proportion of bonus, with the
majority of the award measured against financial KPIs.
To this end, LGIM has stated that it expects the use of
strategic /qualitative targets be limited to 25% of salary
or less.
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Investors are also paying close attention to non-flexible
remuneration in the form of salary increases and the
contribution levels to Executive Directors’ pension provision
compared to pension contributions made to the wider
workforce:
•  The desire for fairness/parity between the average for the
wider workforce and Executive Director contributions is
not a new concept but is likely to become a greater focus,
notably during a potentially more political environment for
corporate governance;
•  The enhanced Investment Association (‘IA’) Principles
of Remuneration published in November 2018 have now
provided an undisputable policy guideline for investors
with policy-based colour tops provided by IVIS;
•  IVIS will now ‘Amber Top’ Remuneration Report proposals
at companies where incumbent directors receive pension
contributions of 25% or above. IVIS will also ‘Red Top’
Remuneration Policies where pension contributions for new
directors are not reduced to the wider employee level.
Finally, total pay levels have remained on the top of
shareholders’ agenda and are often played out in the UK
business and, increasingly news, media. To this end, the IA’s
Principles of Remuneration note that:
“Undeserved and excessive remuneration sends a negative
message to all stakeholders, including the Issuer’s workforce,
and causes long term damage to the Issuer. Shareholders
expect the Remuneration Committee to ensure that the
remuneration structure is appropriate and to exercise relevant
discretion to avoid these situations.”
•  Individual financial or operational performance aside,
it is clear that an increasing number of commentators
believe that there is likely to be an absolute limit on what is
considered appropriate pay for a director in the UK. While
no official thresholds are publicly provided for these limits
in the UK, investors appear to expect director total pay to
be around £2-5m with any payments above £10m deemed
excessive (emulating the ‘Persimmon Effect’);
•  Persimmon’s experiences at the 2018 and 2019 AGMs
are instructive. The 2018 AGM saw one of the largest
dissenting votes on a Remuneration Report in that year
(albeit that it still passed), given absolute pay figures of
c.£75m to the then-CEO of Persimmon under a legacy LTIP
approved in 2012 with over 80% support. Whilst the 2019
AGM sought shareholder approval of the Remuneration
Report for the 2018 financial year, which continued to
show a large total pay figure given the second vesting of
the 2012 LTIP, it received approval of over 92% of votes
cast. This followed the CEO’s resignation and the issuer’s
intensive shareholder engagement over the intervening
period, as well as absolute pay restrained in all other
aspects (i.e. no salary increases; no bonus or LTIP awards in
2018 or 2019).
The Persimmon Effect topic continues to make the news, as
with MJ Gleeson this June, when they announced the departure
of its CEO, Jolyon Harrison. Mr Harrison reportedly earned
nearly £3m in the previous year, and Gleeson said it was unable
to agree acceptable terms with Mr Harrison, after an ongoing
debate over “remuneration and succession planning”. Mr
Harrison left the firm after discussions collapsed as the two
sides could not find a compromise over Mr Harrison’s request
that his total annual pay be increased to more than £3m.
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Equity Issuances
Another meaningful change is the level of active dissent
expressed against share issuance with pre-emption rights.
In general terms, these resolutions seek authority for potential
issuance rather than a specific issue. On the basis of this
analysis it would appear that shareholders are less inclined
to give UK issuers an unspecified mandate to issue stock.
In the year to date (June 2019), UK listed companies have
raised a total of £9.0bn via equity placings or rights issues
(Source: London Stock Exchange, Figure 4 below). As
has been the case for some time, the vast majority of
these funds are raised without the assumption of pre-emption
rights.

FIGURE 2: UK EQUITY ISSUANCE (TOTAL FUNDS
RAISED, JANUARY-JUNE 2018/19)
January to June

2018

2019

Placing (no pre-emptive rights)

6,148

8,434

New issue (with pre-emptive rights)

4,475

601

Total

10,623

9,035

Source: London Stock Exchange

From Boudicca’s experience, equity issuance with preemption rights tend to relate to “rescue” operations where
the issuer needs to rebuild balance sheets, while placings
tend towards expansion capital and/or M&A activity. The
former, for example, was clear from the rights issues executed
by Galliford Try plc and Keir plc in the wake of the Carillion
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collapse. In Boudicca’s opinion, neither issue (rescue or M&A)
is always foreseeable and, therefore, the authority for equity
issuance sought by AGMs (either with or without pre-emption)
is likely to be seen as “house-keeping” by boards and
shareholders alike.
Proxy Advisers’ recommendations for equity issuance
resolutions are based on IA guidelines, and are set generally
against the proportion of new equity sought, relative to the
current issued share capital. ISS, for example, applies the
following tests:
• That general issuance does not exceed a third (33%)
of the issued capital and, with pre-emption rights, can
extend up to two thirds (67%)
• That dis-applying pre-emption rights can only extend
to issuance up to 10% and only then when half of this
amount is used to fund expansion/M&A.
Proxy Advisers will also review current requests for equity
issuance authority considering previous experience. For
example, Boudicca believes that the use of placings (issues
without pre-emption rights) through the second half of
2018 and to date in 2019 will also become a focal point
for proxy advisers. In several cases, Gordon Dadds for
example, the issuer sought a “normal” authority to issue
equity without pre-emption only to subsequently execute a
placing whose structure was in excess of that authority. While
Boudicca doubts that this will result in significant negative
recommendations, it is likely that it will raise comment.
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The Investment Association’s (IA)
Public Register
The Public Register was launched in 2017 in response to
the UK Government’s public consultation on corporate
governance. Its purpose, of tracking shareholder
dissent (20% or more negative votes) for UK issuers, was
highlighted by the publication of the 2018 Corporate
Governance Code.
According to the Code, UK issuers faced with this level of
dissent are required to publish a stand-alone statement
at the time of the results of voting. This statement should
highlight the actions the Board will take to understand the
reasons for this dissent. A further statement, published
within 6 months of the voting result, should contain an
update on shareholders views following consultation.
Finally, the Board should provide information within the
following report and accounts of how the consultation
process impacted its decisions.
• Data from the IA shows that in a comparison of 2017
and 2018, the number of resolutions included on the
Public Register on director election proposals increased
substantially (from 66 in 2017 to 105 in 2018). This
suggests that inclusion on the Register is now more likely
to be an escalation to director-related dissent rather
than, say, just remuneration-related for the first time.
• Boudicca’s examination of the current Public Register
data shows that there have been 29 Director Re-election
resolutions recorded as having 80% or less shareholder
support. In addition, there have been 34 remunerationrelated resolutions recorded of which 24 were specific to
Remuneration Reports.
• Adoption of the reporting requirements by UK issuers
has improved. In 2018, 47 UK issuers were placed on the
Public Register. Of these, over a quarter did not provide
a statement alongside the voting result, while less than
half provided a 6-month update on consultations. From 1
January to 15 June 2019, 24 UK issuers have been placed
on the Public Register and all have provided a statement
at the time of voting result. It remains to be seen whether
this increase in compliance will be replicated within the
6-month timeframe.
• Boudicca believes that UK issuer compliance with the
Public Register process will have an impact on voting
behaviour. If issuers are seen to be taking the time to
consult shareholders following dissent, and are seen
to have taken action, it is likely that this public process
will have a positive impact on future shareholder
engagement. We would highlight the contrast between
Persimmon’s voting results in 2018 and 2019 on the
Remuneration Report. Having received only a small
majority for a highly contentious Remuneration Report
in 2018 (c. 52% FOR), the issuer’s subsequent actions,
notably in Committee membership and shareholder
engagement, resulted in a positive vote in excess of
90% for the Remuneration Report in 2019.

Employee Board Representation
The UK Corporate Governance Code, which sets out
standards of good practice for listed companies, was updated
on 16 July 2018 and now incorporates provisions related to
gathering the views of the workforce.
In line with the Code’s amendments, boards are expected to
understand the views of the Issuer’s other key stakeholders
and describe in the annual report how their interests and
the matters set out in section 172 of the Companies Act
2006 have been considered in board discussions and
decision-making.
• The board should keep engagement mechanisms under
review so that they remain effective. For engagement
with the workforce, one or a combination of the following
methods should be used:
•  a director appointed from the workforce;
•  a formal workforce advisory panel;
•  a designated non-executive director.
• If the board has not chosen one or more of these methods,
it should explain what alternative arrangements are in place
and why it considers that they are effective. In line with
Provision 55 of the Guidance on Board Effectiveness,
 Boards may feel it would be most effective to adopt
“
a combination of methods or multiple channels for
engagement at different levels and may want to develop
other ways of engaging if they believe these would
be effective. Provided the board’s approach delivers
meaningful, regular dialogue with the workforce and is
explained effectively; the Code provision will be met.”

We have seen examples of relatively early adoption, such
as with the Equiniti Board’s own Dr. Tim Miller, whose
experience made him the ideal choice to be appointed as the
Board’s designated non-executive Director to engage with
the Group’s wider workforce.
Exemplifying an alternative approach, at FirstGroup plc,
Jimmy Groombridge serves as Group Employee Director
bringing his experience of employee engagement at all levels
to the Board. He is currently an employee of First Eastern
Counties, where he served as Employee Director for more
than a decade.
As other issuers look to align themselves to this new Code
update, we, and the Issuer Secretaries at companies who have
already adopted these practices, are increasingly being asked
for advice on method and how to achieve best practice. This
is likely to be a trend for 2019/20.

Sustainability
Boudicca anticipated that there would be greater interest
by shareholders in environmental and social issues. There
were shareholder requisitioned resolutions proposed at
the BP and Royal Dutch Shell AGMs with, in the case of
BP, company support for the resolution on further climaterelated disclosures. However, interest in sustainability and
social issues has not diminished and they form part of
the continuing engagement shareholders undertake with
companies. Further, employee representation on the board
may form part of a wider discussion of stakeholder interests in
business.

• In terms of arrangements put in place to enable a
designated non-executive Director (‘NED’) to understand
the views of the workforce, an Employee Forum would be
an appropriate mechanism to aid engagement. It would
be an idea to ascertain whether the designated NED will
have the authority to speak on behalf of the Board or in a
personal capacity.
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Shareholder Activism
Shareholder activism in the UK during 2018 set records for the
number of campaigns launched and for the success of these
initiatives. Research by equity adviser, Lazard, showed that
there were 25 activist campaigns in 2018 compared to just 11
in 2017.
Our own experience suggests that this level of activity has
been maintained, at least. In 2019, Boudicca has already
worked on UK activist campaigns in relation to Barclays, Gulf
Marine Services, Northgate, Provident Financial, Stock Spirits,
SuperDry, and, currently, FirstGroup. Of those campaigns
for which there have been voting results, we have witnessed
that investors are getting ‘gutsier’ and can get results. Both
Northgate and SuperDry, for example, acceded to director
change. That said, levels of success are variable, and they
can just as easily fail as they did at Barclays, as get a board
change implemented.
• While these campaigns are directed at the removal of
current Board members and the replacement of them with
the shareholder nominees, the underlying aim is to engineer
change to an issuer’s strategy.
• Boudicca believes that this continued high level of activism
has its roots in The Stewardship Code, which requires
institutional investors to actively engage with their investee
companies. Activists in the UK can rely increasingly on
institutional investors’ support for a change in an issuer’s
strategy where this is required.
• Specifically, Principles 4 and 5 of The Stewardship Code
require institutional investors to establish clear guidelines
on when and how they will escalate their stewardship
activities and that they will be willing to act collectively with
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other investors where appropriate. In short, these Principles
actively encourage institutional investors to agitate for
change, potentially with other investors.
Although a non-UK case-study, we have seen the success
of a non-traditional activist – a constructivist – looking to
rescue their investment in Spanish retail through strategic
requisitioning at an AGM. UK-based LetterOne Retail
achieved a unique precedent in winning resolutions at the
AGM of DIA to establish Board presence and, subsequently,
launched a successful Voluntary Tender Offer with a view
to turning the ailing company around in the long term. This
shows that there can be winning support for demonstrably
sound strategy and good governance change. Conversely,
at Barclays, Ed Bramson could not demonstrate adequate
planning and strategy to get adequate support for his
requisitioned resolution.

Engagement
Engagement, consultation and responsiveness are key to
mitigating dissent and the threat of activism. As with GVC
and Sage, we have seen vote recommendations and
outcomes turned around based on concessions to
shareholders and Proxy Advisers that have resulted from
engagement mid-campaign. If practices can be amended and
improved much earlier in the time-horizon ahead of any AGM,
last-minute fire-fighting can be avoided. ISS changed their
final published vote recommendations in response to new
feedback from the issuers.
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Voting Behaviour Comparisons
Since we recognise that voting behaviour can differ depending on the size of the UK issuer concerned, we have analysed voting
outcomes based on market capitalisation, split between the FTSE 350 and the AIM All Share indices.

FIGURE 3: UK ISSUERS’ RESOLUTION ANALYSIS (FTSE 350 INDEX)
2018

2019

Meetings

For

Against

Meetings

For

Against

%CHANGE
AGAINST

Directors' Remuneration

195

81.3%

15.1%

193

80.4%

18.6%

23.2%

Directors’ Re-election

197

93.9%

5.2%

194

91.6%

7.9%

51.9%

Appointment of Auditors

197

96.2%

3.1%

195

95.8%

3.8%

22.6%

Equity issuance without pre-emption rights

197

97.3%

2.2%

196

97.6%

1.0%

-54.5%

Equity issuance with pre-emption rights

191

91.4%

7.4%

185

90.4%

9.4%

27.0%

92.0%

6.6%

91.2%

8.1%

14.0%

Average

Source: ProxyInsight – showing average outcome percentages across the volume of meetings.

The general “shape” of voting behaviour within the largest UK companies (Figure 2 above) is consistent with that of the entire
market. However, Boudicca believes that it is important to note the increased negative voting for Directors’ Re-election and
Equity Issuance without pre-emption rights. While the greatest area of dissent remains Directors’ Remuneration, we believe that
voting intentions towards Directors’ Re-election, in particular, has been a key feature of the 2019 Season so far, and will be a
growing feature in the immediate future.
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FIGURE 4: UK ISSUERS’ RESOLUTION ANALYSIS (AIM ALL SHARE INDEX)
2018

2019

Meetings

For

Against

Meetings

For

Against

%CHANGE
AGAINST

Directors' Remuneration

52

83.0%

16.4%

87

71.9%

26.4%

61.0%

Directors’ Re-election

165

87.1%

7.4%

199

84.7%

10.1%

36.5%

Appointment of Auditors

153

94.7%

4.6%

202

90.8%

8.1%

76.1%

Equity issuance without pre-emption rights

143

94.7%

4.3%

137

94.9%

4.4%

2.3%

Equity issuance with pre-emption rights

132

95.7%

2.7%

104

94.0%

5.3%

96.3%

91.0%

7.1%

87.3%

10.9%

54.4%

Average

Source: ProxyInsight – showing average outcome percentages across the volume of meetings.

Smaller UK issuers are facing a significant increase in negative
voting across the key resolutions that we have screened. This
would appear to suggest that further shareholder stewardship
and engagement is required for and by smaller companies.
Although growth in negative voting has been most apparent
in Equity Issuance with pre-emption rights and Auditors
(see Figure 3 above), the dissent shown against Directors’
Remuneration should be a source of concern for all UK
companies outside the main FTSE 350 Index.
Our analysis suggests the following:
• Shareholders remain broadly supportive of UK issuers
but there are areas of growing dissent. This is not simply
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Directors’ Remuneration but, increasingly, Directors’
Re-election, Auditors and Equity Issuance
• L arger UK issuers have seen a shift in shareholder
voting behaviour. While negative voting for Directors’
Remuneration remains the largest single component, there
is a marked increase in dissent on Directors’ Re-election
and Equity Issuance
• Smaller UK issuers are facing a significant increase in
negative voting across the key resolutions for which we
screened. This would appear to suggest that shareholder
stewardship is more required in smaller companies.
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Conclusions &
Recommendations
As predicted in our 2019 Season Forecast, we witnessed a
tougher stance on the key issues that resulted in a higher
quantum of individual directors being singled out for dissent
this season. While shareholder support for most UK issuers’
resolutions remains in general, there has been a marked
increase in the level of dissent against key items in 2019 so far,
notably on Director Re-election, Remuneration, Auditors and
Equity Issuance. It is giving rise to companies evaluating and
ramping up investor engagement.
From the global data review (Figure 1) we note that the average
vote for Directors’ Remuneration is just below 80%, at which
point individual issuers are required to highlight this outcome
via The Public Register.

We believe that this increase reflects four
key factors:
• The specific requirements of the 2018 Code, which place
increased emphasis on, for example, public reporting of
dissent, the actions taken to remedy, and the relevance of
experience required for Committee membership;
• The potential for the Stewardship Code (currently in
consultation) to be revised in the near future, possibly by
2020, and for a move to higher levels of regulation, rather than
principle to be introduced. Boudicca is aware that there is a
body of opinion in favour of binding votes on Remuneration
Reports and for tighter controls on Board membership in
reference to diversity, over-boarding and tenure.
• The increasing influence of key Proxy Advisers, as fund
managers are faced with cost and time pressures following
the imposition of MiFID II’s restrictions on investment research
and corporate access;
• The growth in “activism” by active investment funds where
dissent is viewed as a component part of the fund strategy
and its marketing to existing and new fund holders.
Boudicca believes that these factors will result in further
increases in votes against key resolutions, extending more
strictly to members of Audit Committees. From our Corporate
Governance Roadshow feedback and looking at vote outcomes,
we believe that shareholders are more widely combining an
assessment of corporate governance performance much
more holistically with financial performance to a greater
extent than previously. Indeed, given an uncertain macro and
political background for 2019 and 2020, Boudicca believes that
shareholders will be looking for assurances that Boards have
in place rigorous risk assessment processes and the relevant
expertise required to manage these frameworks. Shareholders
are looking to Boards as providers of an early warning of
problems. Where these warnings are not given and/or action is
not taken in good time, the penalties can be severe in terms of
negative voting behaviour.
Shareholder engagement is not a “box-ticking” exercise, nor is
it a process that can be left – comfortably – to the last minute.
Boudicca’s experience suggests that many UK issuers view
activities to resolve potential shareholder dissent as a post
final results effort. They are yet to fully embrace the fact that
investment managers and corporate governance and
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stewardship teams are working more closely together than ever.
The cross-over between, for example, financial KPI performance
and remuneration appears to be far more carefully examined by
shareholders than by issuers.
On the basis of this conclusion, Boudicca offers the following
recommendations for UK issuers considering the remainder of
2019 and in the run-up to 2020 AGM Season:
• Issuers should conduct a year-round process of corporate
governance engagement with shareholders, aligned to the
financial calendar and investor relations programs;
• Proxy Advisers remain a vital constituent within corporate
governance engagement. Issuers should be aware of the
recommendation frameworks employed by the key advisers
in the same way that issuers’ policies are aligned to the
strategies used by key shareholders;
• Good and improving corporate governance performance
should be highlighted throughout the financial calendar,
arguably placed within a demonstrable framework that sets
out key policies and benchmarks;
• Engagement should be conducted by key non-executive
members of the Board and Committees. Shareholder
engagement should be a component part of the job
description of these members;
• Employee representation is likely to be a focus for
shareholders going forward. Resolutions and policy relevant
to this point should be carefully considered and particular
attention should be given to the experience and job
descriptions of the nominees;
• Non-executive Director nominations should be supported by
detailed biographies, highlighting the relevant expertise now
required by the Code and which are aligned to a transparent
skills matrix;
• In the event of likely shareholder dissent at 20% or more for
a resolution, UK issuers should not only engage quickly and
actively with shareholders but prepare for the potential to
be placed on The Public Register – specifically to align the
reporting process with the financial calendar;
Boudicca has no doubt that UK issuers will be faced with
increased demands for compliance with the Code and, where
this is not possible, for detailed, credible explanations. They
will be called to account for shareholder dissent and will have to
provide statements of remedial actions taken. This assessment
of corporate governance performance is likely to be more public
than ever before. Against an increasingly volatile equity capital
market, poor corporate governance could impact shareholder
value as much as weak financial results.

Shareholder dissent is no longer an exception.
It is the new normal.
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This report was written by Boudicca Proxy
Limited (“Boudicca”)
Boudicca is part of the Equiniti group of companies and is a specialist shareholder engagement
company.
A leader in the growing arena of investor communications, and based in London, Boudicca works to secure maximised proxy
voting and participation in shareholder meetings and corporate transactions. Boudicca has worked on over 1,000 proxy
solicitation campaigns for clients in the UK, Europe, North America and cross border since inception – including some of the
most complex proxy voting cases and corporate transactions – and delivers a high rate of success.

Manage your documents effectively

equiniti.com | 15

With complex, ever-changing regulatory and corporate governance rules to
contend with, shareholder engagement is now an ongoing activity.
Our proxy solicitation services help your business understand and build relationships
with shareholders, meet regulatory and governance requirements and ensure
successful outcomes at key moments in the corporate calendar.

For more information
please contact us:
W: boudiccaproxy.com
T: +44 (0) 207 099 2075
E: bd@boudiccaproxy.com
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