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New UK Corporate 
Governance Code
The Financial Reporting Council (FRC) has completed its 2009 
review of the Combined Code of Corporate Governance and 
has published the latest version of the Code under a new title 
� the UK Corporate Governance Code.

The Code will apply to companies 
with a premium listing in the UK for 
reporting periods beginning on or 
after 29 June 2010. As of March 2010 
there were 1,443 such companies 
(including 323 overseas companies).

The Code has been renamed as 
the UK Corporate Governance Code 
in order to make its status as the UK�s 
recognised corporate governance 
standard clearer to foreign investors, 
and to overseas companies listed in 
the UK that, as a result of changes 
to the Listing Regime, now need to 
report on how they have applied the 
Code if they have a premium listing. 

Director re-election
Provision B.7.1 of the Code addresses 
the frequency with which directors 
should be put forward for re-election. 
In the consultation document issued 
in December 2009 the FRC sought 
views on three options: that all 
directors should be re-elected at 
least every three years, as in the 2008 
Code; that all directors should be re-
elected annually; or that the company 
chairman should be re-elected 
annually, with all other directors 
being re-elected every three years.

Respondents were divided on 
the merits of the three options. The 
majority of institutional investors 
supported annual re-election of all 

directors, while the majority of listed 
companies supported re-election 
every three years. There was limited 
support for annual re-election of the 
company chairman only. However, 
most said it would be inconsistent 
with the concept of the unitary 
board and risked undermining the 
chairman�s position.

Supporters of annual re-election 
for all directors suggested that 
it would enhance the board�s 
accountability and promote more 
robust engagement. Opponents 
argued that it would encourage short-
term thinking and create the potential 
to destabilise the board.

With such a marked split between 
companies and investors, it is hardly  
surprising that the FRC decided to side 
with investors and opt for annual re-
election. The FRC believes that annual 
election will give boards a strong 
incentive to understand and respond 
to shareholders� concerns before the 
annual general meeting, which should 
in turn lead to ongoing engagement. 
It claims that, if boards are receptive 
to those concerns, there should be 
little reason for shareholders to vote 
against them as it is not normally in 
shareholders� interest to undermine 
con�dence in the board.

According to the FRC, voting 
records for the period 2000 to 2009 
indicate that only 19 directors from 

nine companies on the FTSE All Share 
Index lost a vote. Anecdotal evidence 
suggests that companies that already 
put the whole board up for annual 
re-election have not observed any 
change in voting patterns.

A few respondents raised concerns 
that annual re-election might make it 
more dif�cult to recruit directors, who 
might be concerned about security 
of tenure. However, the FRC notes 
that, in accordance with an existing 
provision of the Code, executive 
directors are typically already 
employed on 12 month contracts. 
While non-executive directors are 
commonly recruited for three-year 
terms, completion of that term will 
normally be conditional on continued 
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New UK Corporate Governance Code
Continued from page 1
performance and re-election.

The FRC has restricted the 
application of the new requirement 
to FTSE 350 companies in recognition 
of the fact that annual re-election 
might expose smaller companies with 
a more concentrated shareholder 
base to more frequent disagreements 
between major shareholders.

It has pointed out that FTSE 350 
companies are free to explain rather 
than comply if they believe that their 
existing arrangements ensure proper 
accountability and underpin board 
effectiveness, or that a transitional 
period is needed before they 
introduce annual re-election.

Boardroom diversity
In the draft Code published in 
December 2009, the FRC proposed 
amending the Supporting Principle on 
board appointments to state that they 
should be made �against objective 
criteria that do not inappropriately 
restrict the talent pool from which the 
candidates will be identi�ed�.

Although the proposal was broadly 
welcomed, a number of respondents 
suggested that the FRC should make 
its intention more explicit, particularly 
in relation to gender diversity.

Accordingly, the FRC has amended 
Supporting Principle B.2 to read: �The 
search for board candidates should be 
conducted, and appointments made, 
on merit, against objective criteria 
and with due regard for the bene�ts 
of diversity on the board, including 
gender.�

The FRC�s rationale is that diversity 
in the boardroom can improve the 
quality of decision-making and reduce 
the risk of �group think�. It cites as 
evidence in support of its focus on 
gender diversity the fact that women 
account for only 12 per cent of all 
directors in FTSE 100 companies, and 
seven percent in FTSE 250 companies.

Board reviews
Since 2003, the Code has contained a 
principle stating that the performance 
of the board should be reviewed 
annually. In its December consultation 
the FRC proposed that these reviews 
should be externally facilitated at 
least once every three years because 

of the potential bene�ts resulting 
from the greater objectivity that an 
external facilitator can bring.

Several respondents to the 
consultation expressed concern about 
the potential cost of employing 
external advisors, while others 
questioned whether there were 
suf�cient good quality providers of 
such services to meet the increased 
demand that would result.

In light of these concerns, the FRC 
has restricted the application of the 
new provision to FTSE 350 companies 
only. It will monitor the development 
of the market for evaluation services 
and consider as part of the next 
Code review whether to extend the 
provision to smaller listed companies.

The business model and risk
The FRC proposed two changes to 
the section of the Code dealing with 
accountability: a new provision stating 
that companies should disclose their 
business model in the annual report, 
and a new principle setting out the 
board�s responsibilities regarding risk.

A majority of respondent agreed 
that setting out in layman�s terms the 
company�s strategy for generating 
long term value would enhance the 
ability of investors and other users 
of reports to assess the disclosures 
required under the Business Review.

The FRC has therefore retained 
this provision, and is encouraging 
companies to include the description 
in the same part of the annual report 
as the Business Review. 

The FRC believes that companies 
that are properly applying the ASB�s 
voluntary Reporting Statement on 
the OFR will already be providing this 
information. In order to reduce the 
risk of confusion and duplication, it 
has revised the wording of the Code 
to mirror the Reporting Statement.

Respondents overwhelmingly 
welcomed the proposed new principle 
on the board�s responsibilities in 
relation to risk, although some took 
issue over the terminology used. The 
main concern was that the terms �risk 
appetite� and �risk tolerance� were 
not well understood or that there 
was no common agreement on their 
meaning. Thus, the FRC has reworded 
the principle to read: �The board 

is responsible for determining the 
nature and extent of the signi�cant 
risks it is willing to take in achieving its 
strategic objectives. The board should 
maintain sound risk management and 
internal control systems.�

Remuneration
The FRC�s proposals on remuneration 
were widely supported and have been 
adopted with three minor changes:

The reference to the use of non-
�nancial performance metrics as 
performance criteria for long-
term incentive schemes has been 
amended to clarify that they should 
only be used if appropriate;
The requirement to risk-adjust 
bonuses has been dropped, 
although the requirement for 
incentives to be compatible with 
the company�s risk policies and 
systems has been retained; and
The recommendation that 
companies consider contract 
provisions enabling them to reclaim 
performance-related remuneration 
in cases of �mis-statement and 
misconduct� has been amended 
to refer to �mis-statement or 
misconduct�.

Use of company websites
The FRC sought views on whether 
the Code requirements for speci�c 
information to be disclosed in the 
annual report should be amended to 
enable companies to take advantage 
of the �exibility available under the 
Disclosure and Transparency Rules, 
which allow companies a choice 
of whether to put the corporate 
governance statement on the website 
or in the annual report (DTR 7.2).

However, a majority of respondents 
opposed the proposal saying that 
it would reduce the quality of 
information available in the annual 
report, and could send a signal that 
governance had been devalued. Even 
those who welcomed the proposal 
thought guidance would be needed 
on what information should still 
be included in the annual report. 
Accordingly the FRC has decided to 
postpone making any changes, and to 
consider the matter further.

�

�
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The main differences between the 
content of the new UK Corporate 
Governance Code and the 2008 
edition of the Combined Code are:

Structural changes
Section A in the 2008 Code has 
been divided into two new 
sections called �Leadership� and 
�Effectiveness� (Sections A and B in 
the 2010 Code);
Section E in the 2008 Code, which 
was addressed to institutional 
investors, has been moved to 
Schedule C in the 2010 Code and 
will be removed entirely when 
the new Stewardship Code for 
institutional investors comes into 
effect; and
Schedule B to the 2008 Code, 
on the liability of non-executive 
directors, has been deleted. 
Guidance on this issue will be 
incorporated to the extent 
necessary in the revised Higgs 
Guidance being developed by ICSA 
on the FRC�s behalf.

New Principles
There are four new Main Principles 
in the Code, some of which re�ect 
wording previously contained in the 
Supporting Principles:

the chairman�s responsibility for 
leading the board (new Principle 
A.3);
the non-executive directors� role 
in challenging and developing 
strategy (new Principle A.4);
the need for the board to have 
a balance of skills, experience, 
independence and knowledge of 
the company (new Principle B.1); 
and
the need for all directors to have 
suf�cient time to discharge their 
responsibilities effectively (new 
Principle B.3).

In addition:
 

former Main Principle A.5 on 
information and development has 
been divided into two separate 
principles (new Principles B.4 and 
B.5). 
a new Supporting Principle has been 
added to B.4 concerning the need 
for directors to have appropriate 
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knowledge of the company and 
access to its operations and staff;
a new Supporting Principle has 
been added on the level and 
components of remuneration (new 
Principle D.1). This states that the 
performance-related elements of 
executive directors� remuneration 
should be designed to promote the 
long-term success of the company.

Amendments to existing Principles
Some existing Principles have been 
extended or amended as follows:

the Main Principle on the role 
of the board now states that 
the board is responsible for the 
long-term success of the company 
(Principle A.1);
the Supporting Principle on the 
role of the chairman has been 
extended to refer to the chairman�s 
responsibilities for ensuring a 
culture of openness and debate, 
and that adequate time is available 
for discussion (Principle A.3);
the Supporting Principle on 
appointments to the board has 
been extended to encourage 
boards to consider the bene�ts 
of diversity, including gender 
diversity, when making 
appointments (Principle B.2);
the Main Principle on internal 
control has been extended to cover 
the board�s responsibility for risk 
(Principle C.2); and
the Supporting Principle on 
dialogue with shareholders now 
makes it the responsibility of 
the chairman for ensuring that 
all directors are made aware of 
investors� concerns (Principle E.1).

Amendments to Code Provisions
There are a number of new provisions 
and some amendments to existing 
provisions. These include that:

the provision describing the role 
of the senior independent director 
has been extended to state that 
they should provide a sounding 
board for the chairman and act as 
an intermediary for the other non-
executive directors when necessary 
(Provision A.4.1);
a new provision has been added 
stating that the chairman should 
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agree and regularly review the 
training and development needs of 
each director (Provision B.4.2);
a new provision has been added 
stating that the evaluation of 
the board of FTSE 350 companies 
should be externally facilitated at 
least every three years, and that 
any other connections between the 
facilitator and the company should 
be disclosed (Provision B.6.2);
the provisions on re-election of 
directors have been revised to 
state that all directors in FTSE 350 
companies should be put up for 
re-election every year (Provision 
B.7.1);
a new provision has been added 
stating that the annual report 
should include an explanation of 
the company�s business model 
(Provision C.1.2);
the provisions on remuneration 
have been amended to clarify 
that the remuneration of non-
executive directors should not 
include any performance-related 
elements (Provision D.1.3), that 
payouts under incentive schemes 
should be subject to non-�nancial 
performance criteria where 
appropriate and compatible with 
the company�s risk policies and 
systems, and that companies 
should consider provisions that 
enable them to reclaim variable 
components in cases of mis-
statement or misconduct (all in 
Schedule A);
the provision on non-executive 
directors meeting shareholders 
has been amended to clarify 
that compliance can be achieved 
without needing to set up separate 
meetings for non-executive 
directors (Provision E.1.1); and
the provision on making the 
results of votes available has been 
amended to clarify that it applies 
only in cases where a vote has been 
held on a show of hands (votes 
held on a poll are subject to the 
Companies Act) (Provision E.2.2).

The new Code and a report on the 
Code consultation can be found at 
www.frc.org.uk/press/pub2282.html. 
It should be noted that the FRC aims 
to publish its new Stewardship Code 
by the end of June 2010.
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The new UK Coalition Government 
has announced its �programme for 
government�. A summary of the main 
measures of interest to business is 
provided below. The full programme 
can be found at tinyurl.com/374tkva.

Banking
Reform of the banking system 
to avoid a repeat of the �nancial 
crisis, to promote a competitive 
economy, to sustain the recovery 
and to protect and sustain jobs.
Introduction of a banking levy.
Action to tackle unacceptable 
bonuses in �nancial services, also 
targeted towards reducing risk.
Proposals to foster diversity in 
�nancial services, promote mutuals 
and create a more competitive 
banking industry.
Proposals to ensure the �ow of 
credit to viable SMEs, including 
the possible use of a major loan 
guarantee scheme and net lending 
targets for the nationalised banks.
Steps to reduce systemic risk 
in the banking system and an 
independent commission to 
investigate (and report within 12 
months) the issue of separating 
retail and investment banking.
Give the Bank of England control 
of macro-prudential regulation 
and oversight of micro-prudential 
regulation.
Rule out joining or preparing to 
join the European Single Currency.
Work with the Bank of England 
to include housing costs in the CPI 
measure of in�ation.
Create a free national �nancial 
advice service, funded from a new 
social responsibility levy on the 
�nancial services sector.
Create a single agency to take 
on the work of tackling serious 
economic crime currently 
performed by the Serious Fraud 
Of�ce, Financial Services Authority 
and Of�ce of Fair Trading.

Business
Cut red tape by introducing a �one-
in, one-out� rule whereby no new 
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regulation is brought in without 
other regulation being cut by a 
greater amount.
End the culture of �tick-
box� regulation, and instead 
target inspections on high-
risk organisations through 
co-regulation and improving 
professional standards.
Impose �sunset clauses� on 
regulations and regulators to 
ensure that the need for each 
regulation is regularly reviewed.
Review IR 35 as part of a wholesale 
review of small business taxation.
Find a practical way to make small 
business rate relief automatic.
Reform the corporate tax system by 
simplifying reliefs and allowances, 
and tackling avoidance, in order to 
reduce headline rates. 
Review employment laws.
Cut the time it takes to start a new 
business, moving towards a �one-
click� registration model.
Promote small business 
procurement, by introducing 
a target that 25 per cent of 
government contracts should be 
awarded to SMEs and by publishing 
government tenders in full online.
Implementation of the Dyson 
Review to make the UK the 
leading hi-tech exporter in Europe, 
and to refocus the research and 
development tax credit on hi-tech 
companies, SMEs and start-ups.
Review the range of factors that 
can be considered by regulators 
when takeovers are proposed.
Reinstate the Operating and 
Financial Review to ensure that 
directors� social and environmental 
duties have to be covered in 
company reporting, and investigate 
other ways of improving corporate 
accountability and transparency.
Allow Post Of�ces to offer a wider 
range of services, and consider 
creating a Post Of�ce Bank.
End the �gold-plating� of EU rules.
Support the creation of Local 
Enterprise Partnerships � joint local 
authority-business bodies brought 
forward by local authorities 
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themselves to promote local 
economic development and replace 
Regional Development Agencies. 

Civil liberties
Introduce a Freedom Bill.
Scrap the ID card scheme, the 
National Identity register, the 
ContactPoint database, and the next 
generation of biometric passports.
Extend the scope of the Freedom 
of Information Act.
Protect historic freedoms through 
the defence of trial by jury.
Restore rights to non-violent protest.
Review libel laws to protect 
freedom of speech.
Further regulate CCTV.
End the storage of internet and 
email records without good reason.
Consider the creation of a British 
Bill of Rights. 

Communities and local government
Devolve more power and greater 
�nancial autonomy to local 
government and communities.
Reform the planning system to give 
neighbourhoods more in�uence.
Abolish the Planning Commission 
and replace it with a democratically 
accountable system that provides 
a fast-track process for major 
infrastructure projects.
Publish a consolidated national 
planning framework covering 
all forms of development and 
setting out national economic, 
environmental and social priorities.
Freeze Council Tax in England for at 
least one year, and seek to freeze 
it for a further year, in partnership 
with local authorities.
Give councils a general power of 
competence.
Ban the use of powers in the RIPA 
by councils, unless signed off by 
a magistrate and required for 
stopping serious crime.
Stop unfair competition by local 
authority newspapers.
Allow communities to save local 
facilities threatened with closure and 
to take over local state-run services.

�
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Consumer protection
Allow regulators to ban excessive 
interest rates on credit and store 
cards; and introduce a seven-day 
cooling-off period for store cards.
Make credit card companies 
provide information to customers 
so that they can see whether they 
are getting the best deal.
Outlaw unfair bank and �nancial 
transaction charges.

De�cit reduction
Accelerate the reduction of the 
structural de�cit over the course 
of a Parliament, with the main 
burden of de�cit reduction borne 
by reduced spending rather than 
increased taxes.
Scrap the proposed increases in 
Employers� NI.
Create an independent Of�ce for 
Budget Responsibility to make new 
forecasts of growth and borrowing.
Make cuts of £6 billion to non-
front-line services within the 
�nancial year 2010/11. 
Hold a full Spending Review, 
reporting this autumn.
Reduce spending on Child Trust 
Funds and tax credits for higher 
earners.
Reduce the number of quangos.

Energy and climate change
Support increase in the EU emission 
reduction target to 30 per cent by 
2020.
Increase the target for energy from 
renewable sources and encourage 
community-owned schemes. 
Introduce a �oor price for carbon, 
and try to persuade the EU to move 
to full auctioning of ETS permits.
Reform energy markets to deliver 
security of supply and investment 
in low carbon energy, and fair 
competition. 
Create a green investment bank.
Cancel the third Heathrow runway 
and refuse permission for new 
runways at Gatwick and Stansted.
Work towards a global climate deal.
Allow the Liberal Democrats 
to maintain their opposition to 
nuclear power while permitting 
the Government to bring forward 
measures to enable new nuclear 
construction. 

Equalities
Promote equal pay and take 
a range of measures to end 
discrimination in the workplace.
Extend the right to request �exible 

�

�

�

�

�

�

�

�

�

�

�

�

�

�

�
�

�
�

�

�

working to all employees.
Promote gender equality on the 
boards of listed companies.
Promote improved community 
relations and opportunities for 
Black, Asian and Minority Ethnic 
(BAME) communities.

Europe
Be a positive participant in the 
European Union.
Ensure that there is no further 
transfer of sovereignty or powers 
over this Parliament. 
Work to limit the application of the 
Working Time Directive in the UK.
Amend the 1972 European 
Communities Act so that any future 
treaty that would transfer powers 
would be subject to a referendum 
and that any use of a passerelle 
would require primary legislation.
Examine the case for a UK 
Sovereignty Bill to clarify that 
ultimate authority remains with 
Parliament.
Ensure that Britain does not join 
or prepare to join the Euro in this 
Parliament.
Not participate in the creation of 
any European Public Prosecutor.
Support further EU enlargement.

Taxation
Further increase the personal 
allowance to £10,000, making real 
terms steps each year towards 
meeting this as a longer-term 
policy objective. Prioritise this over 
other tax cuts, including cuts to 
Inheritance Tax.
Ensure that provision is made for 
Liberal Democrat MPs to abstain 
on budget resolutions to introduce 
transferable tax allowances for 
married couples without prejudice 
to the coalition agreement.
Replace air passenger duty with a 
per-plane duty.
Seek ways of taxing non-business 
capital gains at rates similar or 
close to those applied to income, 
with generous exemptions for 
entrepreneurial business activities.
Tackle tax avoidance, including 
development of Liberal Democrat 
proposals.
Increase the proportion of 
tax revenue accounted for by 
environmental taxes.
Review the taxation of non-doms.

Transparency
Regulate lobbying through 
introducing a statutory register.
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Pursue a detailed agreement on 
limiting donations and reforming 
party funding in order to remove 
big money from politics.
Introduce new protections for 
whistleblowers in the public sector.
Create a level playing �eld for 
open-source software and enable 
large ICT projects to be split into 
smaller components.
Require full, online disclosure of all 
central government spending and 
contracts over £25,000.
Create a new �right to data� so that 
government-held datasets can be 
requested and used by the public, 
and published on a regular basis.
Require all councils to publish 
items of spending above £500, and 
to publish contracts and tender 
documents in full.

Work and pensions
Restore the earnings link for the 
basic state pension from April 2011, 
with guaranteed increases by the 
higher of earnings, prices or 2.5 per 
cent.
Phase out the default retirement 
age and hold a review to set the 
date at which the state pension 
age starts to rise to 66 (not sooner 
than 2016 for men and 2020 for 
women). End the rules requiring 
compulsory annuitisation at 75.
Explore more ways to allow early 
access to personal pensions.
Simplify pensions regulations and 
support auto enrolment.
Retain the minimum wage.
Improve incentives to work.

Miscellaneous
A fundamental review of Legal Aid.
Give mutuals, co-operatives, 
charities, etc a bigger role in 
running public services.
Use funds from dormant bank 
accounts to provide new �nance 
for neighbourhood groups, 
charities, social enterprises, etc. 
Grant longer rail franchises.
Introduce a new system of HGV 
road user charging.
Work towards full compliance with 
European Air Quality standards.
Introduce protection against 
aggressive bailiffs and unreasonable 
charging orders, give courts power 
to insist that repossession is a last 
resort, and ban orders for sale on 
unsecured debts less than £25,000.
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New way to search 
for company names
Companies House has developed 
a new online tool to check the 
availability of company names.

The new service incorporates all 
the necessary search features for 
�nding company names that would 
be considered the �same as� under 
the Companies Act 2006 regulations 
(the Company and Business Names 
(Miscellaneous Provisions) Regulations 
2009 (SI 2009/1085)). 

The previous alphabetical search 
did not always include results where 
a company name is considered to 
be the same as another, as it was a 
strict alphabetical search. This had 
sometimes resulted in instances where 
company incorporations or name 
changes had been rejected for being 
the �same as� an existing name.

The new search is available as 
a new option on the Companies 
House WebCHeck service at www.
companieshouse.gov.uk/info.

FRC seeks enhanced 
value from audits
Stephen Haddrill, chief executive of 
the Financial Reporting Council (FRC), 
has revealed that the FRC is planning 
to review the value of the audit and 
whether it can be enhanced. He 
announced that the FRC would be 
publishing its thinking on this later in 
the year.

�Audit is a key part of high quality 
governance. The auditor sees the 
company�s approach to risk. The 
auditor challenges management�s 
judgement on the �nancials. The 
auditor reports to shareholders on 
whether the company is providing 
a true and fair view of the business. 
The investor only sees the tip of the 
iceberg of work. But nevertheless 
investors are relying on that work 
being done.�

He suggested that some of the key 
issues that need to be addressed are:

How do we achieve a strong 
alignment between the 
auditor and the interests of the 
shareholder?
Do we need to change the form of 
the audit report to make it more 
useful?

�

�

Do we need to see more said in the 
front of the report about risk and 
the business model, and should the 
auditor provide greater assurance 
about such matters?
Can auditors give more help to 
regulators and avoid con�icts of 
interest in doing so?

For more information, see www.frc.
org.uk/press/pub2272.html.

EU exercises cartel 
settlement powers
The European Commission has used its 
cartel settlement powers for the �rst 
time. The procedure, which has been 
available since 2008 but not used thus 
far, was used to settle a case involving 
DRAM computer chip price-�xing. The 
nine companies involved have been 
�ned a total of �331 million. The tenth 
company involved was given immunity 
for exposing the cartel�s activities.

Under the terms of the settlement 
program, the companies involved in 
the case admit their guilt and agree 
not to contest the Commission�s 
Statement of Objections or the 
�ne issued to them. In return, they 
receive a 10 per cent reduction in 
their �ne, on top of any discounts for 
compliance with the investigation. 
The parties involved are still able to 
appeal the decision of the Commission 
in court after the settlement has 
been made, but since the settlement 
agreement involves an admission 
of involvement in the cartel, such 
appeals are expected to be limited.

In the case of the DRAM cartel, 
the Commission went from initial 
investigations to settlement in just 
a year. The Commission has revealed 
that the settlement process is likely to 
be used in several other cases that are 
already in the pipeline.

FSA issues largest-
ever individual �ne
The Financial Services Authority (FSA) 
has �ned Simon Eagle £2.8 million 
for market abuse. The size of the �ne 
re�ects both the severity of the abuse 
and the disgorgement of £1.3 million 
of pro�ts. Mr Eagle has also been 
banned from working in �nancial 
services ever again.

�

�

Mr Eagle agreed to buy 85 per 
cent of Fundamental-E Investments 
(FEI) in 2003, intending to keep 10 per 
cent and sell the remainder. To effect 
this he purchased and became chief 
executive of SP Bell, an agency-only 
broker. 

He then ordered staff at SP Bell 
to buy and sell FEI shares on behalf 
of clients, but without the clients� 
knowledge. Many of the trades were 
not properly completed, instead being 
�rolled over� from client to client, a 
breach of stock exchange rules. 

The trades carried out had the 
effect of arti�cially increasing FEI�s 
share price from 2.5p in 2003 to 11.75p 
in 2004. The scheme enabled Eagle 
to secure control of FEI and acquire 
10% of its stock. He was also paid a 
commission of £1.2m by FEI�s original 
shareholders. 

Margaret Cole, the FSA�s director of 
enforcement said: �Eagle deliberately 
set out to create a scheme to 
arti�cially in�ate the price of FEI 
shares. He involved others in his 
activities and exposed individual 
clients to serious �nancial debts of 
over £9 million.

�He has played procedural games 
in an attempt to avoid being held 
accountable for his actions and this 
tough action shows that we are 
determined to keep dishonest cheats, 
like Simon Eagle, out of �nancial 
services.�

SFO secures plea 
bargain sentence
The Court of Appeal has suspended 
the jail sentence imposed on an 
executive who entered into a plea 
bargain with the Serious Fraud Of�ce 
(SFO) regarding his involvement in 
corrupt practices in relation to sales 
of medical equipment to doctors in 
Greece.

The court overturned a previous 
decision to sentence Robert Dougall 
to a year in prison for his role in 
making payments worth £4.5 million 
to Greek doctors to encourage 
them to use products from DePuy 
International, where Mr Dougall 
worked as the director of marketing.

The suspension of Mr Dougall�s 
sentence marks a victory of sorts 
for the SFO, who requested that the 
sentence be suspended because of 
his assistance in wider investigations 
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in the UK and USA. This was the 
�rst case for the SFO that involved 
a �co-operating defendant�, and 
it had asked for some leniency 
be shown to Mr Dougall, lest his 
sentence discourage other potential 
whistleblowers from coming forward.

However, the Court of Appeal 
con�rmed (following the recent ruling 
in R v Innospec) that sentencing is not 
something that can be negotiated 
between the SFO and a defendant 
but is a matter for the courts, which 
will take into account all mitigating 
factors. The Court pointed out that 
such defendants �were still criminals�, 
and should not assume lighter 
sentencing will be the normal state of 
affairs.

The full text of the judgement (R. v 
Dougall) can be found at www.bailii.
org/ew/cases/EWCA/Crim/2010/1048.
html.

Pay attention to 
directors� track 
records, says PIRC
PIRC�s latest UK Shareholder 
Voting Guidelines recommend that 
shareholders take into account 
directors� track records and 
competency when contemplating 
their suitability for re-election. It 
argues that the large-scale corporate 
failures in 2008 are partly due to 
poor decision making and inaction 
by boards. Accordingly, if there are 
serious concerns about a director�s 
involvement in previous �failures 
to provide effective oversight of 
misconceived strategic decisions�, 
shareholders should reconsider their 
suitability for re-election.

PIRC has previously announced 
that it is compiling a database of FTSE 
directors to allow analysis of their 
previous contributions to companies.

PIRC�s guidelines criticise disclosure 
regarding board reviews, and reveal 
that it intends to focus on disclosures 
of the role and capabilities of 
appointments made during the year, 
along with explanations made when 
neither external search consultancies 
nor open advertising are used.

PIRC is dropping its assumption 
that a shareholder-nominated non-
executive director by de�nition 
cannot be independent of that 
shareholder.

On remuneration, the guidelines 
recommend that pay disclosure 
should include a comparison of the 
chief executive�s total potential pay 
with average employee earnings, as 
PIRC believes companies fail to take 
into account pay and employment 
conditions elsewhere in the business.

FRC appointments
Sir John Sunderland has been 
appointed as chairman of the 
Financial Reporting Council (FRC)�s 
Corporate Governance Committee.

The committee monitors the 
operation of the UK Corporate 
Governance Code and reviews 
developments in UK corporate 
governance.

Sir John is a former chairman of 
Cadbury Schweppes. His is currently a 
non-executive director of Barclays plc, 
an adviser to CVC Capital Partners and 
an advisory board member of Trinsum 
Group. 

Meanwhile, the FRC has also 
announced the appointment of Peter 
Montagnon as its Senior Investment 
Advisor. Peter will join the FRC in 
early June from the Association of 
British Insurers, where he is currently 
Director of Investment Affairs.

Cross-border 
voting for retail 
shareholders
Euroshareholders, an umbrella group 
that represents 29 shareholder 
associations across Europe, has 
launched a new way to help investors 
vote across borders. 

Under the scheme, shareholders 
in one country can use the Eurovote 
system as a clearinghouse to arrange 
proxy votes in a foreign company via a 
Euroshareholder-af�liated association 
in that country.

For example, a Dutch shareholder 
(and a member of Euroshareholders� 
Dutch national member association 
VEB) could give a proxy to DSW 
(Euroshareholders� German member 
association) for DSW to represent and 
vote for them.

The scheme is currently only 
on offer to shareholders of �ve 
companies: ArcelorMittal, Total, Shell, 
SAP and Banco Santander. There are 

plans to expand the scheme should 
it prove a success. For further details, 
see www.vebbev.nl/es.

Failed deal costs 
Prudential £450m
Prudential�s failure to renegotiate its 
deal with American insurer AIG for 
the purchase of its Asian business AIA 
has left the company nursing costs 
which could be as high as £450m.

Prudential had proposed a revision 
to the terms that would have reduced 
the cost of acquiring AIA from 
US$35.5bn to US$30.375bn. However, 
the board of AIG walked away from 
the deal and is now expected to �oat 
the business.

Prudential�s costs of £450m, 
equivalent to 15 per cent of operating 
pro�t last year and a year�s worth 
of dividends, include a break fee of 
£152.5 million and arrangement and 
underwriting fees of approximately 
£81 million. The balance relates to 
advisory and other fees, including the 
estimated net cost of the derivative 
hedging instruments entered into to 
hedge the foreign exchange risk of 
using pound sterling proceeds from 
the rights issue to fund part of the US 
dollar cash consideration.

Prudential chief executive Tidjane 
Thiam insisted that he was right to 
target expansion opportunities in the 
far east, saying: �We entered into this 
potential transaction from a position 
of strength in Asia and we view the 
region as offering excellent growth 
opportunities for Prudential.�

Prudential chairman Harvey 
McGrath blamed recent market 
turbulence for sinking the �excellent 
opportunity� to buy AIA, saying: �We 
listened carefully to shareholders over 
the price and initiated a renegotiation 
of the terms with AIG. Unfortunately, 
it has not been possible to reach 
agreement so we feel it is in the best 
interest of our shareholders not to 
pursue this opportunity.�

Leading City investors have warned 
that both McGrath and Thiam will 
face calls to step down. Robin Geffen, 
of Neptune Investment Management, 
an outspoken critic of the Prudential�s 
proposals said: �This was ultimately 
a triumph of common sense and 
the investment management 
community standing up to ful�l their 
responsibilities to their investors.�
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Ministerial appointments
Department of Business, 
Innovation and Skills
Secretary of State for Business, 
Innovation and Skills and President 
of the Board of Trade: The Rt Hon Dr 
Vince Cable MP (Liberal Democrat) 
Overall responsibility for the 
department strategy, policies, and 
budget with particular focus on 
business and banking issues. Is also 
lead Cabinet Minister for reducing 
regulatory burdens across Government.
Minister of State for Universities and 
Science (attending Cabinet): David 
Willetts MP (Conservative) 
Responsible for strategic priorities of; 
higher education; science and research; 
life sciences; innovation; the Technology 
Strategy Board; National Endowment 
for Science, Technology and the Arts; 
Energy Technologies Institute; the 
National Measurement Of�ce; the 
Design Council; the UK Accreditation 
Service; the British Standards Institute; 
and UK Space Agency. 
Minister of State for Further Education, 
Skills and Lifelong Learning: John 
Hayes MP (Conservative) 
Responsible for; further education; 
adult skills; Skills Funding Agency; skills 
strategy; lifelong learning; informal 
adult learning apprenticeships; 
UK Commission for Employment 
and Skills; Sector Skills Councils; 
Workplace Training reforms; and the 
quali�cations reform programme. 
Minister of State for Business 
and Enterprise: Mark Prisk MP 
(Conservative) 
Responsible for business sectors, 
including; low carbon economy; low 
emission vehicles; electronics; small 
business, enterprise and access to 
�nance; competitiveness and economic 
growth; deregulation and better 
regulation; regional and local economic 
development; business support; the 
Olympic legacy; and export licensing.
Minister for Employment Relations, 
Consumer and Postal Affairs: Edward 
Davey MP (Liberal Democrat)
Responsible for; postal affairs; 
employment relations (including 
ACAS); consumer affairs; competition 
policy; corporate governance; 
company law (including Companies 
House); social enterprise; Insolvency 
Service; Shareholder Executive, 

coordination of European business; 
ECGD; and trade policy.
Parliamentary Secretary for Business, 
Innovation and Skills: Baroness 
Wilcox (Conservative) 
Responsible for all BIS business in the 
Lords, and intellectual property.
Minister for Culture, Communications 
and Creative Industries (jointly with 
the Department for Culture, Media and 
Sport): Ed Vaizey MP (Conservative)
Reports to the Business Secretary and 
Culture Secretary on digital economy 
and telecommunications. 

HM Treasury
Chancellor of the Exchequer: Rt Hon 
George Osborne MP (Conservative) 
Overall responsibility for the work of 
the Treasury. 
Chief Secretary to the Treasury: Rt 
Hon Danny Alexander MP (Liberal 
Democrat) 
Responsible for public expenditure, 
including: spending reviews and 
strategic planning; in-year spending 
control; public sector pay and pensions; 
Annually Managed Expenditure (AME) 
and welfare reform; ef�ciency and 
value for money in public service; 
procurement;  capital investment; and 
Treasury interest in devolution. 
Financial Secretary to the Treasury: 
Mark Hoban MP (Conservative) 
Responsible for �nancial services 
policy, including; banking and �nancial 
services reform and regulation; 
�nancial stability; city competitiveness; 
wholesale and retail markets and the 
Financial Services Authority (FSA); 
banking support; bank lending; 
UK Financial Investments (UKFI); 
Equitable Life; personal savings and 
pensions policy; and giving support 
to the Chancellor on EU and wider 
international �nance issues. 
Exchequer Secretary to the Treasury: 
David Gauke MP (Conservative) 
Responsible for; strategic oversight 
of the UK tax system, including 
direct, indirect, business and personal 
taxation; corporate and small business 
taxation; HM Revenue and Customs and 
the Valuation Of�ce Agency; European 
and international tax issues; and overall 
responsibility for the Finance Bill. 
Economic Secretary to the Treasury: 
Justine Greening MP (Conservative) 

Responsible for; environmental issues, 
including taxation of transport, 
international climate change and 
energy issues; North Sea oil taxation; 
tax credits, child poverty and assisting 
on welfare reform; charities and the 
voluntary sector; excise duties and 
gambling; stamp duty land tax; EU 
Budget; Royal Mint; and work on the 
Finance Bill. 
Commercial Secretary to the Treasury: 
Sir James Sassoon (Conservative) 
Treasury spokesman to the Lords, 
and responsible for; enterprise, 
productivity and industrial strategy; 
better regulation; competition policy; 
infrastructure, and microeconomic 
reform; corporate �nance, including 
public corporations and public private 
partnerships; assisting on �nancial 
services and banking policy; working 
to promote �nancial services policies 
and the competitiveness of the UK; 
asset freezing and �nancial crime; 
foreign exchange reserves and 
debt management policy; National 
Savings; and Investment and Debt 
Management Of�ce.
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