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The objective of this guide is to assist private equity owned portfolio companies to improve the transparency 
and disclosure in their financial and narrative reporting by highlighting good practice examples.  

The Private Equity Reporting Group (the ‘Group’) was established to monitor conformity of the UK private 
equity industry with the Guidelines for Disclosure and Transparency in Private Equity (the ‘Guidelines’). The 
Guidelines resulted from an independent review of the adequacy of disclosure and transparency of reporting by 
private equity owned companies undertaken by Sir David Walker at the request of the British Private Equity 
and Venture Capital Association (‘BVCA’). The Group is also responsible for making recommendations to the 
BVCA for changes to the Guidelines as needed.  

After consultation with the market, the Guidelines were refreshed for the first time following the 
implementation of The Companies Act 2006 (Strategic Report and Directors’ Report) Regulations 2013 (the 
‘Strategic Report Regulations’). The Group has taken the view that the Guidelines should be aligned with the 
requirements for quoted companies, with a few exceptions, in order to continue to meet our ambition for large 
private equity corporate reporting to be at the level of the best in the FTSE250. 

In setting out the Guidelines for Disclosure and Transparency in Private Equity revised July 2014 (‘the 
Guidelines’) we have continued to make it clear which areas are specific to the Guidelines due to private equity 
ownership, which would be required by large private companies in any case, and which areas are incremental 
due to our aspiration of matching the standard of quoted company reporting. Our ninth report on compliance 
with the Guidelines, and the second since the Guidelines were refreshed, was issued in December 2016.  

The Group has commissioned PwC to produce this guide to illustrate how the Guidelines should be 
implemented and to share examples of good practice to encourage the adoption of good practice across all 
aspects of reporting. They are not a comprehensive analysis of how any individual company complied with any 
particular guideline criterion, but to illustrate different attributes and styles of reporting that have been 
determined to have at least some of the good practice qualities. 

The areas covered by the Guidelines reflect in part the increased focus from the readers of annual reports and in 
legislation impacting the majority of companies, such as the Modern Slavery Act 2015 and the regulations on 
Mandatory Gender Pay Gap reporting. There continues to be support and guidance offered to assist those 
preparing corporate reporting and as an example the Financial Reporting Council’s Financial Reporting Lab 
issued the key attributes and approaches to reporting business models that investors want to see in companies’ 
reports in December 2016. 

In light of the recent decline of trust in business and the resulting review by the Government into corporate 
governance, the Guidelines continue to play a vital role in promoting the UK private equity industry as 
transparent and stewards of good governance. Consequently the Group would encourage companies to improve 
disclosures on how directors have performed their duty under section 172 of Companies Act 2006, including 
consideration of the interests of stakeholders. 

The Group would like to thank PwC and the BVCA for their continued efforts in assisting the Group with the 
review of the portfolio companies and the production of this guide. 

 

Nick Land Chairman – Private Equity Reporting Group  

 

Introduction 
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Executive Summary 

Each year a sample of portfolio companies are reviewed for compliance with the Guidelines.  

Overall the most recent review demonstrated that compliance by portfolio companies had not significantly 
improved the quality of disclosure in any one Guidelines’ criterion and that the quality of disclosure was weaker 
against a backdrop of higher standards seen in the FTSE 350 and a lack of awareness of the changes to the 
requirements in the Guidelines.  
 
Criteria where some weakness was noted included review of financial position; balanced and comprehensive 
analysis of development and performance during the year and position at the year-end; financial and non-
financial key performance indicators; trends and factors affecting the future development, performance or 
position of the company; environmental factors; and human rights issues. 
  

The observations below reflect the trends identified from the most recent review and where additional focus will 
result in an improved level of reporting: 

 The importance of the narrative describing how the business has performed in the year cannot be 
overlooked. The weaker examples provided a summary moving down the primary financial statements, 
without linking how these worked together. A truly balanced and comprehensive analysis of 
development and performance during the year and position at the year end should focus on 
performance against the strategic objectives and reflect both the operational challenges and successes 
achieved in the year – refer to section 5 of this guide for further detail. 

 The temptation to issue an annual report as a backwards looking narrative on performance is 
understandable, given the financial information disclosed relates to a period completed. However, it is 
essential to provide a context of the trends and factors affecting future development and performance 
in relation to the wider market and how the ongoing business expects to perform in what can often by 
dynamic circumstances. This discussion should consider both the wider market environment that is 
impacting the business and how these are shaping the strategy and decisions made today – refer to 
section 11 of this guide for further detail. 

 The inclusion of commentary on human rights is a requirement under the Guidelines and this is in line 
with increasing regulatory emphasis, such as the introduction of the Modern Slavery Act 2015 
(impacting financial years ending on or after 31 March 2016). All companies need to consider how they 
are addressing compliance with human rights matters and include a discussion on this, which could be, 
for example, by considering the supply chain aspects or labour practices in the UK and overseas – refer 
to section 14 of this guide for further detail. 

 The topic of gender diversity needs to be a greater feature of the annual report, with stronger 
narrative on the policies in place as well as presenting the breakdown of the metrics for the number of 
people of each sex at the director, senior manager and employee level – refer to section 15 of this guide 
for further detail. 

 

All the Guideline areas require careful consideration to ensure good practice can be achieved and this guide 
provides both an understanding of what good practice looks like and some actual examples from the most 
recent review. The examples set out elements of good practice for the specific criteria disclosed. The Group will 
review the disclosures in the annual report as a whole when reviewing compliance. 
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The Guidelines requirements are split into fifteen sections in three broad areas. However when determining 
what to include in the annual report and constructing its look and feel, in addition to compliance with the 
individual criteria, the annual report should be fair, balanced and understandable to a user of the accounts. 
Good annual reports are: 

 

 Tailored to the business and avoid boiler plate language; 

 Provide useful and specific information, avoiding generic terms and superficial references; 

 Are not cluttered with erroneous or repeated information and help the reader focus on and understand the 
key relevant information; and 

 Are consistent throughout and demonstrate linkage between each area. 

 

No two annual reports will look the same, as no two businesses are the same; but these principles, along with 
the specific criteria below will enhance understanding and comparability of annual reports. The examples 
highlighted in this guide are indicative of good practice and represent some of the attributes of requirements, 
rather than the full disclosure being included, however each company should determine the most appropriate 
format and content for their relevant circumstances. The Guidelines are summarised below and set out in more 
detail on the following pages where examples of good reporting are included: 

 

Guidelines specific  
Disclosures focussed on the features that occur from being under private equity ownership: 

 Identity of private equity firm – page 5 

 Details on board composition – page 7 

 Financial review – position – page 9 

 Financial review – financial risks – page 11 

Strategic report – Large private 
Disclosures required for all large private companies in order to comply with the Strategic Report Regulations 
and included in the Guidelines regardless of whether the portfolio company meets the criteria of being a large 
private company: 

 Balanced and comprehensive analysis of development and performance during the year and position at the 
year end – page 13 

 Principal risks and uncertainties facing the company – page 15 

 Key performance indicators – financial – page 17 

 Key performance indicators – non-financial including environmental matters and employees – page 19 

Strategic report – Quoted 
Additional elements from the Strategic Report Regulations for quoted companies that have been adopted into 
the Guidelines for portfolio companies to further explain the business and offer comparability to those 
disclosures often seen in listed groups: 

 Strategy – page 21 

 Business model – page 23 

 Trends and factors affecting future development, performance or position – page 25 

 Environmental matters – page 27  

 Employees – page 29 

 Social, community and human rights issues – page 31 

 Gender diversity information – page 33 

 

Applying the Guidelines – 
guiding principles 
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Greenhouse gas emissions disclosures 
A quoted company must make various disclosures on the quantity of emissions in tonnes of carbon dioxide 
equivalent from activities for which that company is responsible and from the purchase of electricity, heat, 
steam or cooling by the company for its own use. Disclosures concerning greenhouse gas emissions are not a 
mandatory requirement under the Guidelines. However where this information is available and is significant to 
the understanding of the portfolio company and its operations, its inclusion could only improve the 
transparency and quality of reporting. 

Statement of compliance 
A statement of compliance with the Guidelines should be presented in the annual report to demonstrate the 
Guidelines have been addressed. This does not need to be substantial and can be presented wherever seems 
most relevant.  

A suggestion for this statement would be ‘The Directors consider the annual report and financial statements to 
comply with all aspects of the Guidelines for Disclosure and Transparency in Private Equity.’ 

Where the annual report does not fully comply with the Guidelines this should be referenced. 

Comply or explain requirement 
The extracts of ‘Good Practice’ shown through this guide are examples of disclosures that we see as being 
consistent with that standard. Where elements of the requirements are not applicable to the specifics of that 
company, our view is that the Guidelines encourage explanation as to why they are not relevant and why the 
disclosure may be omitted, under the ‘comply or explain’ philosophy.  

 

Disclosure placement 
Compliance with the Guidelines should be addressed in the audited annual report and financial statements and 
should not rely on other website or review documents for compliance. Most companies will find they include 
these requirements within their strategic report. Where there is any cross over between the director’s report and 
other areas of the annual report, appropriate cross references may be used to ensure compliance whilst 
optimising the most appropriate and clear structure for the accounts.  
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Requirement 
The report should identify the private equity fund or funds that own the company and the senior executives or 
advisers of the private equity firm in the UK who have oversight of the company on behalf of the fund or funds. 

Basic compliance 
To comply with this requirement, the identity of the private equity firm managing the fund should be disclosed 
in the annual report together with the identity of the relevant senior executives of the firm. 

Good practice 
Attributes of good practice include: 

 Name of the fund as well as the name of the private equity firm; 

 Background on the private equity firm and explanation of its role; and 

 History of the ownership of the company, including that of previous private equity owners.  

 

Anglian Water – 31 March 2016 

 

This example sets out the private equity funds ownership structure clearly, as well as a background on the private equity 

firm. 

 

1. Identity of private equity firm 
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Motor Fuel Group – 31 December 2015 

 

This example provides a history of ownership. 

Affinity Water – 31 March 2016 

 

 This example identifies the ownership of the company and the group structure. 
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Requirement 
The report should give detail on the composition of the board, identifying separately executives of the company, 
directors who are executives or representatives of the private equity firm and directors brought in from outside 
to add relevant industry or other experience. 

Basic compliance 
The Companies Act requires the disclosure of the directors of the company; but this is not, by itself, sufficient to 
meet this requirement of the Guidelines. Additional disclosures are required to highlight which of the directors 
are also directors of, or had been appointed by, the private equity firm.  

Good practice 
Attributes of good practice include: 

 Additional explanations of the industry and other relevant experience that external directors bring to 
the company; and  

 Disclosure of other appointments. 

Sky Bet – 30 June 2015 

 

This example provides a detailed background of the directors including those appointed by the private equity firm and 

their relevant experience and appointments. 

 

2. Details on board composition 
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New Day – 31 December 2015   

 

This example provides a detailed background and experience of the board along with their specific roles on the various 

committees, as well as additional external appointments.  
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Requirement 
The financial review should cover risk management objectives and policies in the light of the principal financial 
risks and uncertainties facing the company, including those relating to leverage, with links to appropriate detail 
in the footnotes to the balance sheet and cash flow section of the financial statements. 

To cover the financial review requirement the analysis has been split into two parts. The first looks at 
information on the position of the entity at year end. The second looks at the financial risks identified (see 
page 11). 

Basic compliance 
The review of financial position should include an explanation of the year end debt and capital structure of the 
company and its funding requirements. This should be linked into the financial statements and notes through 
appropriate cross referencing. 

Good practice 
Attributes of good practice include: 

 An analysis of the components of debt and the repayment schedule; 

 Discussion and quantification of debt covenants; 

 A discussion of gearing and leverage; 

 A reconciliation of the year end net debt position to the prior year (or to free cash flow); 

 Where non-GAAP measures (for example, net debt and free cash flow) are used to support the discussion 
in the financial review these are appropriately reconciled to the financial statements; and 

 Proforma information, where appropriate, to enable meaningful comparatives to be provided (for example 
where the portfolio company is a NewCo acquisition vehicle in its first years of reporting). 

Prezzo – 3 January 2016 

 

This example provides a good summary of the overall position of the group, particularly on gearing and leverage. 

 

3. Financial review – position 



Improving transparency and disclosure 

PwC  10 Good practice reporting by portfolio companies 

Four Seasons Health Care – 31 December 2015 

 

This example describes the components of debt at the year end, the timing of repayments and plans to refinance. 

Affinity Water – 31 March 2016 

 

This example provides the maturity profile of the bonds for the group. 



Improving transparency and disclosure 

Good practice reporting by portfolio companies PwC  11 

Requirement 
The financial review should cover risk management objectives and policies in the light of the principal financial 
risks and uncertainties facing the company, including those relating to leverage, with links to appropriate detail 
in the notes to the balance sheet and the cash flow section in the financial statements. 

To cover the financial review requirement the analysis has been split into two parts. The first looks at 
information on the position of the entity at year end (see page 9). This second section looks at the financial 
risks identified. 

Basic compliance 
The review of financial position requirements should include the following: 

 Discussion in the financial statements of the overall risk management objectives and policies of the 
company; and 

 Discussion of the risk management policies relating to the company's leverage. 

Good practice 
Attributes of good practice include: 

 More detailed discussion in the financial statements of the overall risk management objectives and 
policies; 

 Discussion focused on the key financial risks identified (see page 15 for principal risks), for example 
liquidity and cash flow, credit, interest rate, and how the risk management policies address these risks; 

 Quantitative information to support the discussion on risks; and 

 Disclosure of the likelihood and impact of these risks and clear linkage to how they are managed and 
monitored. 
 

Travelodge – 31 December 2015 

 

 

 

This example articulates the interest risk associated with borrowings and how this risk is managed. 

 

4. Financial review – financial 
risks 
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Premium Credit – 31 December 2015 

 

 

This example shows the summary of the financial risk, exposure measurement and mitigations provided as well as an 

example of the detailed discussion included within the annual report. 
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Requirement 
The strategic report must contain a balanced and comprehensive analysis of development and performance of 
the company’s business during the year and position at the year end. The purpose of this is to inform the 
members of the company and help them assess how the directors have performed their duty. 

Basic compliance 
In order to provide sufficient insight into a company’s development and performance during the year and its 
position at the end of the year, this should be a fair reflection of the performance and provide appropriate 
context to the discussion such as the market environment in which the company operates. 

Good practice 
Attributes of good practice include: 

 Discussion aligned to the strategic priorities, development and performance; 

 Explanation of the performance in the wider market context; and 

 Discussion at an appropriate divisional level to demonstrate how different parts of the business 
are performing. 

The Vita Group – 31 December 2015 

 

This example is part of a detailed performance review of operations by geographic division.  

 

5. Balanced and comprehensive 
analysis of development and 
performance during the year 
and position at the year end 
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New Day – 31 December 2015 

 

 
 
This example shows a discussion of the performance in different areas of the group, aligned to the group’s strategic 
priorities. 
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Requirement 
The strategic report must contain a description of the principal risks and uncertainties facing the company. 

Basic compliance 
To comply with this requirement, the strategic report should contain an explicit identification of the principal 
risks and uncertainties facing the company. The definition of ‘principal’ may be unique to a business and the 
number identified will be dependent on a business size and complexity, however in order to be meaningful long 
lists of boiler-plate risks should be avoided. 

Good practice 
Attributes of good practice include: 

 Clear alignment between strategy and risks; 

 Explanation of how each risk is managed; and 

 Assessment of the risk profile – the likelihood versus the impact of each risk – and an explanation of how 
the profile has changed during the year.  

Affinity Water – 31 March 2016 

 

This example demonstrates the nature of the risk, mitigations and assessment of the position since the prior year.  

 

6. Principal risks and 
uncertainties facing the 
company 
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Prezzo – 3 January 2016 

 

This example provides a discussion for individual risks identified by the group that are specific to its operations. 

Infinis – 31 March 2016 

 

This example shows the risks identified, mitigations and risk assessment compared to the prior year. 
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Requirement 
The strategic report must, to the extent necessary for an understanding of the development, performance or 
position of the company’s business, include analysis using financial key performance indicators. ‘Key 
performance indicators’ means factors by reference to which the development, performance or position of the 
company’s business can be measured effectively. 

Basic compliance 
For ease of confirming compliance and effective communication we encourage companies to explicitly disclose 
their KPIs and not leave it up to the readers to deduce what management consider to be ‘key’. 

Good practice 
Good practice reporting goes further than just identifying KPIs and also provides: 

 A clear alignment of KPIs to the company's strategic priorities and remuneration policies so that their 
relevance as a basis for management's assessment of strategic success is clear; 

 An explanation of why each KPI has been included – it should be clear why this would be considered key;  

 A definition of how they have been calculated;  

 Quantified trend data; and  

 Targets or milestones, whether qualitative or quantitative. 

 

Sky Bet – 30 June 2015 

 

 

This example clearly articulates the year on year performance of each key performance indicator, analysing this at a 

divisional level which is supported with further discussion in the annual report. 

 

 

 

7. Key performance indicators – 
financial 
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New Day – 31 December 2015 

 

This example provides quantified financial measures with a clear definition of the measure and explanation as to 

performance. 
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Requirement 
The strategic report must, to the extent necessary for an understanding of the development, performance or 
position of the company’s business, include, where appropriate, analysis using other key performance 
indicators, including information relating to environmental matters and employee matters. ‘Key performance 
indicators’ means factors by reference to which the development, performance or position of the company’s 
business can be measured effectively. 

Basic compliance 
For ease of confirming compliance and effective communication we encourage companies to explicitly disclose 
their non-financial KPIs and not leave it up to the readers to deduce what management consider ‘key’. 

For instance many companies state that their employees, customers or suppliers are important to the ongoing 
success of their business. In these circumstances there would be a reasonable expectation by the reader to see 
employee, customer or supplier-based KPIs as a means to demonstrate performance. The relative importance of 
certain KPIs will differ depending on the company’s industry. 

Good practice 
Good practice reporting goes further than just identifying KPIs and also provides: 
 

 Clear alignment of strategic priorities and non-financial KPIs; 

 An explanation of why each KPI has been included and a definition of how they have been calculated; and 

 Quantified trend data, targets and milestones, whether qualitative or quantitative.  

 

Four Seasons Health Care – 31 December 2015 

 

This example articulates specific non-performance measures that are relevant to the group’s industry with an explanation 
compared to performance in the prior year. 

 

 

8.  Key performance indicators – 
non-financial including 
environmental matters and 
employees 
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South Staffordshire Water – 31 March 2016 

 

The example identifies performance against non-financial measures, showing the history of performance and whether 

they were on target. 

Travelodge – 31 December 2015 

 
This example provides quantitative measures on a track record basis, with a summarised discussion.  
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Requirement 
The strategic report should clearly articulate how the business intends to achieve its objectives. 

Basic compliance 
The strategy should underpin the reporting and provide a context for the activities and performance of the 
company. Strategic statements set in isolation from the rest of the company reporting can appear as hollow 
statements of intent. 

Good practice 
Attributes of good practice include: 

 A clear statement of the strategy and how this is used to underpin the remainder of the report; and 

 A clear articulation of the company’s strategy to explain the strategic themes, targets, time frames and add 
further clarity to the reporting. 

Travelodge – 31 December 2015 

 

This example clearly sets out the strategic priorities of the business, with the progress against these outlined.  

 

9.  Strategy 
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Anglian Water – 31 March 2016 

 

This example shows the 10 outcomes the group is trying to achieve through its strategy which is presented in a wider 

detailed strategy section in the annual report.  
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Requirement 
The strategic report must include a description of the business model. 

Basic compliance 
The business model should as a minimum identify what the company does to create value and how they do it. 

Good practice 
Attributes of good practice include: 

 An explanation of how the business model builds on the strategy that is set out in the strategic report; 

 Gives reference to the key capabilities, resources and relationships the company uses to create and sustain 
value; and 

 Where businesses operate distinct business models with divisions, further disclosures may be required to 
provide meaningful information that aids understanding of how a company operates. 

Voyage Healthcare – 31 March 2016 

 

This example provides a summary of how the business delivers care across its areas of expertise and the resources needed 

to achieve this. 

  

 

10. Business model 
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Affinity Water – 31 March 2016 

 

This example sets out the business model for the group and how value is delivered to its customers and other stakeholders.  
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Requirement 
The strategic report must, to the extent necessary for an understanding of the development, performance or 
position of the company’s business, include the main trends and factors likely to affect the future development, 
performance and position of the company’s business. 

Basic compliance 
The strategic report should have a high-level forward-looking orientation explaining the trends and factors 
likely to influence the business including market trends, future strategic priorities or investment in research 
and development. This could be throughout the annual report or in a specifically headed section. 

Good practice 
Attributes of good practice include: 

 Discussion of drivers shaping the future growth of markets in which a company operates; 

 Reference to the macro-economic, competitive or regulatory trends and factors shaping the business and 
identification of product pipeline and expected market size; and 

 Discussion of future trends and factors are supported by quantifiable evidence. 

Infinis – 31 March 2016 

 

This example uses external data to discuss the future market, providing good context for the discussion of the business. 

 

11.  Trends and factors affecting 
future development, 
performance or position 
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Four Seasons Health Care – 31 December 2015 

 

This example highlights the trend in the market to outline the possibilities for the business. 

South Staffordshire Water – 31 March 2016 

 

 

This example highlights the regulatory impact that shapes the operations of the group. 
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Requirement 
The business review must, to the extent necessary for an understanding of the development, performance or 
position of the company’s business, include information about environmental matters (including the impact of 
the company’s business on the environment), including information about any policies of the company in 
relation to those matters and the effectiveness of those policies. 

Disclosures concerning greenhouse gas emissions are not a mandatory requirement under the Guidelines. 
However where this information is available and is significant to the understanding of the portfolio company 
and its operations, its inclusion could only improve the transparency and quality of reporting.  

Basic compliance 
Basic compliance includes a discussion of the environmental matters affecting the business, the policies in place 
to address them, and the impact of these policies.  

The type of disclosure required is, naturally, dependent on the nature of the business. For example it would be 
expected that water companies would focus on discussions about the level of water wastage and food 
manufactures would focus on reducing packaging, the levels of salt and hydrogenated fats in food. 

Good practice 
Attributes of good practice include: 
 

 Discussion of the specific actions taken to address the environmental matters identified, supported by 
quantifiable evidence and specific targets where applicable; 

 Clear explanation, and alignment, of the specific environmental matters and strategy; and 

 Extracts from a company's Corporate and Social Responsibility Report often provide the most relevant 
disclosure; this can be cross-referenced to avoid duplication. 

South Staffordshire Water – 31 March 2016 

 

This example summarises the specific actions taken by the business, with some useful metrics. 

 

12. Environmental matters 
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Prezzo – 3 January 2016 

 

This example provides a good understanding of the activities of the group in relation to environmental matters. 

Moto – 30 December 2015 

 
 
This example provides good examples of how the business manages environmental concerns, and is supported further by 

a Corporate and Social Responsibility Policy presented in a separate document. 
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Requirement 
The strategic report must, to the extent necessary for an understanding of the development, performance or 
position of the company’s business, include information about the company’s employees including information 
about any policies of the company in relation to those matters and the effectiveness of those policies. 

Basic compliance 
The Companies Act requires, for all companies with greater than 250 employees, the disclosure of the 
company’s policy in respect of the employment of disabled persons, of the health, safety and welfare at work of 
employees and of the involvement of employees in the management of the company. To comply with the 
Guidelines, to the extent that employees are considered a critical resource of the business, disclosures should 
also include a discussion of the management and development of employees, including recruitment, training 
and development practices. 

Good practice 
Attributes of good practice include: 

 Alignment of strategy and employee policies and actions; 

 Detailed discussion of employee policies including benefits, share schemes and performance bonuses and 
explanations of how these link to performance and development;  

 Policies around recruitment, training and development; 

 Quantifiable evidence of performance; and  

 Disclosure of targets, qualitative or quantitative, and discussion of performance against targets. 

Infinis – 31 March 2016 

 

This example shows a high level of transparency in the discussion of employee management using metrics. 

 

13. Employees 
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National Car Parks – 25 March 2016 

 

This example provides a balanced discussion of the employee policies of the business.  

Premium Credit – 31 December 2015 

 

This example is the introduction to a wider section covering employees, covering equality, diversity and how success is 

recognised.
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Requirement  
The strategic report must, to the extent necessary for an understanding of the development, performance or 
position of the company’s business, include information about social, community and human rights issues, 
including information about any policies of the company in relation to those matters and the effectiveness of 
those policies. 

Basic compliance 
Basic compliance includes a section of the annual report describing, at a high level, the social, community and 
human rights issues affecting the business and the company’s policies to address them. A compliance led 
statement is a minimum, identifying what the company does in these areas and confirming, if appropriate, that 
human rights is not a material issue for the company. 

Good practice 
Attributes of good practice include: 

 Alignment of social, community and human rights issues to strategy; 

 Explanation of the actions taken to address the specific social, community and human rights issues for 

example, local recruitment, investment in education and overseas employment policies;  

 Supply chain management monitoring to ensure social policies are consistent throughout, for example use 
of labour and the wider impact on society in overseas locations; and 

 The discussion is supported by quantifiable evidence. 

Extracts from a company’s Corporate and Social Responsibility Report often provide the most relevant 
disclosure and can be cross-referenced to avoid duplication. 

Anglian Water – 31 March 2016 

 

This example illustrates the consideration of the human rights element of the requirement and relevant policies. 

 

 

14. Social, community and 
human rights issues 
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Affinity Water – 31 March 2016 

 

 
This example is part of a wider disclosure, summarising the group’s corporate and social responsibilities in line with the 
strategy.  
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Requirement  
The strategic report must include a breakdown at the end of the financial year showing the number of people of 
each sex who were directors the (parent) company, the number of people of each sex who were senior managers 
of the company (other than those already identified as directors) and the number of people of each sex who 
were employees of the company. The Guidelines allow the portfolio company to apply their own definition in 
relation to the role of a senior manager. 

Basic compliance 
Basic compliance includes a section of the annual report describing, at a high level, the gender diversity under 
the three required headings. 

Good practice 
Attributes of good practice include: 

 Clear overview of diversity statistics identifying the split at the three levels described; 

 Policies and actions to promote diversity and actions taken to avoid discrimination; 

 Detail about the relevance to the business of diversity and how this links in with the strategy; and 

 Explicit detail about the definition of a senior manager to the business. 

PA Consulting – 31 December 2015 

 

This example includes both metrics and narrative regarding the diversity of the organisation at both a gender and age 

level, across the whole population and senior leadership level.  

 

 

15.  Gender diversity information 



Improving transparency and disclosure 

PwC  34 Good practice reporting by portfolio companies 

Infinis – 31 March 2016 

 

 

 

This example is part of a comprehensive section that includes both metrics and narrative regarding the diversity of the 

organisation at both a gender and age level, across the whole population and senior leadership level with history. 
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Guidelines for disclosure by portfolio companies and private equity firms 
The requirements of the update Guidelines for the form and content of disclosure by portfolio companies within 
their annual report and accounts are set out below: 

1. Definition of a portfolio company to be covered by the Guidelines 
A portfolio company is a UK company: 

 Acquired by one or more private equity firms in a public to private transaction where the market 
capitalisation together with the premium for acquisition of control was in excess of £210 million and more 
than 50% of revenues were generated in the UK or UK employees totalled in excess of 1,000 full-time 
equivalents; or 

 Acquired by one or more private equity firms in a secondary or other non-market transaction where 
enterprise value at the time of the transaction is in excess of £350 million and more than 50% of revenues 
were generated in the UK or UK employees totalled in excess of 1,000 full-time equivalents. 

Private equity firms for the purposes of the Guidelines include private equity and ‘private equity-like’ firms 
(together “PE firms”). PE firms include those that manage or advise funds that either own or control one or 
more companies operating in the UK and the company or companies are covered by the enhanced reporting 
guidelines for companies. PE firms include those that acquire portfolio companies: i) with funds provided by 
one or more investors; ii) an exit/disposal of the company is envisaged and iii) may play an active management 
role in the company. This would therefore include, but is not limited to, other types of investment funds 
including infrastructure funds, pension funds, sovereign wealth funds and credit/debt funds. It also applies to 
firms that may be headquartered outside of the UK. Banks and credit institutions, other than their asset 
management operations, are specifically excluded. 

A portfolio company of a PE firm or firms becomes a Walker company, subject to meeting the other criteria as 
laid out in the Guidelines, when any one of the following criteria is met: 

 It is evident the PE firm holds a majority stake (>50% of the ordinary shares) in the underlying business; 

 If a PE firm, in its own financial statements, discloses that it maintains control of the portfolio company; 

 A PE firm has the ability to direct the financial and operating policies of a portfolio company with a view to 
gaining economic benefits from its activities. Consideration shall include, but not be limited to: 
management control; board seats; directors indicative of significant influence. 

Where more than one PE firm invests in a portfolio company, those firms will be jointly responsible for 
ensuring that the portfolio company applies the Guidelines.  

The Group continues to review whether the transaction size criteria should be lowered to bring more portfolio 
companies into scope. Further communication will be issued if new criteria become applicable. 

2. Content of disclosure by a portfolio company 
A portfolio company should include as part of its audited annual report and accounts the following disclosures, 
none of which call for disclosures beyond those specified for quoted companies in the Companies Act 2006 or 
other disclosure requirements applicable to quoted companies. Such reporting should throughout focus on 
substance rather than form and on the economic reality of a company or group rather than its legal structure. 

The report should identify the PE fund or funds that own the company and the senior executives or advisers of 
the PE firm in the UK who have oversight of the company on behalf of the fund or funds. 

The report should give detail on the composition of the board, identifying separately executives of the company, 
directors who are executives or representatives of the PE firm and directors brought in from the outside to add 
relevant industry or other experience.  

 

Appendix 
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The financial review should cover risk management objectives and policies in the light of principal financial 
risks and uncertainties facing the company, including those relating to leverage, with links to appropriate detail 
in the footnotes to the balance sheet and cash flow section of the financial statements to explain the financial 
position of the company and/or group. 

The directors of a company must prepare a strategic report for each financial year of the company. The purpose 
of the strategic report is to inform members of the company and help them assess how the directors have 
performed their duty under section 172 (duty to promote the success of the company). The report should also 
include a strategic report that substantially conforms to the provisions of Chapter 4A of Part 15 of the 
Companies Act 2006 including sub-sections 7 and 8 of section 414C (which are ordinarily applicable only to 
quoted companies): 

 The strategic report must contain— a) a fair review of the company’s business, and b) a description of the 
principal risks and uncertainties facing the company. 

 The review required is a balanced and comprehensive analysis of— a) the development and performance of 
the company’s business during the financial year, and b) the position of the company’s business at the end 
of that year, consistent with the size and complexity of the business.  

 The review must include— a) analysis using financial key performance indicators, and b) where 
appropriate, analysis using other key performance indicators, including information relating to 
environmental matters and employee matters. The term ‘key performance indicators’ means factors by 
reference to which the development, performance or position of the company’s business can be measured 
effectively.  

 s414C(7) requires in the case of a quoted company and as adopted by the Guidelines the strategic report 
must, to the extent necessary for an understanding of the development, performance or position of the 
company’s business, include —  

a) the main trends and factors likely to affect the future development, performance and position of the 
company’s business, and  

b) information about— i. environmental matters (including the impact of the company’s business on the 
environment), ii. the company’s employees, and iii. social, community and human rights issues, 
including information about any policies of the company in relation to those matters and the 
effectiveness of those policies. If the report does not contain information of each kind mentioned in 
paragraphs (b)(i), (ii) and (iii), it must state which of those kinds of information it does not contain.  

 s414C(8) requires in the case of a quoted company and as adopted by the Guidelines the strategic report 
must include —  

a) a description of the company’s strategy,  

b) a description of the company’s business model,  

c) a breakdown showing at the end of the financial year— i. the number of persons of each sex who were 
directors of the company; ii. the number of persons of each sex who were senior managers of the 
company (other than persons falling within sub-paragraph (i)); and iii. the number of persons of each 
sex who were employees of the company.  

In subsection (8), ‘senior manager’ means a person who — a) has responsibility for planning, directing or 
controlling the activities of the company, or a strategically significant part of the company, and b) is an 
employee of the company.  

In relation to a group strategic report a) the reference to the company in subsection (8)(c)(i) is to the 
parent company; and b) the breakdown required by subsection (8)(c)(ii) must include the number of 
persons of each sex who were the directors of the undertakings included in the consolidation. 

 

3. Form and timing of public reporting by a portfolio company 
The audited report and accounts should be readily accessible on the company website. The report and accounts 
should be made available no more than six months after the company year end; and 
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A summary mid-year update giving a brief account of major developments in the company (but not requiring 
updated financial statements) to be placed on the website no more than three months after mid-year. 

4. Conformity by a non-UK portfolio company or group 
Where a portfolio company is applying the Guidelines in an audited annual report which is not covered by the 
Companies Act 2006 it should look to ensure all the requirements are met in this annual report but does not 
need to explicitly produce a separate strategic report. 

5. Conformity with each of the Guidelines should be on a ‘comply or explain’ 
basis. 

Where an explanation is given for ‘non-compliance’, this should discussed with other related relevant 
disclosures called for under these Guidelines in the annual report and financial statements which should be on 
the website of the PE firm or portfolio company.  
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