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Introduction  

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

The Guidelines Monitoring Group (the “Group”) was established in March 2008 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 in private equity 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 if required. The Group aims to guide and assist the industry in improving overall 
levels of transparency and disclosure.  

In December 2010, the Group issued its third annual report on monitoring conformity by qualifying private 
equity firms and portfolio companies. The group is pleased to see continued improvement over the three years. 
Overall the Group considers that there continues to be a high level of commitment to the Guidelines from the 
private equity industry.  

The findings of this year‟s review identified a higher level of compliance than in previous years. On balance 
many of the portfolio companies report to a standard that is generally consistent with reporting by FTSE 350 
companies, and in places better.   

Although the efforts made by the private equity industry are encouraging, improvement is still possible in some 
areas. The Group has commissioned this guide to help portfolio companies in conforming with the Guidelines. 
The guide includes an analysis of the detailed requirements of the Guidelines and a summary of good practice, 
using examples from the reviews conducted since the introduction of the Guidelines. The Group’s future 
assessment activity will have regard to the guidance provided to portfolio companies through this guide.  

The Group encourages all private equity houses and portfolio companies to build on the achievements of the 
last three years and continue to enhance their levels of transparency and disclosure by using this guide.  

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

 
 
 
Sir Michael Rake 
Chairman – Guidelines Monitoring Group 
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Disclosures by guideline criterion 

The three broad areas of portfolio company disclosures highlighted in the covering letter to this guide can be 
further analysed into fourteen specific criteria.  These are summarised below and set out in more detail on the 
following pages where examples of good reporting are included. 

Walker Guideline specific 
 Identity of private equity firm; page 6 

 Details on board composition; page 8 

 Financial review – position; page 10 

 Financial review – financial risks; page 12 

Business review (required by UK Companies Act) 
 Fair review of the business – strategy; page 14 

 Fair review of the business – market environment; page 16 

 Principal risks and uncertainties facing the company; page 18 

 Key performance indicators – financial; page 20 

 Key performance indicators – non-financial; page 22 

Enhanced business review 
 Trends and factors affecting future development, performance or position; page 24 

 Environmental matters; page 26 

 Employees; page 28 

 Social and community issues; page 30 

 Essential contractual or other arrangements; page 32 

The abstracts on the following pages highlight some of the good disclosures observed within portfolio 
companies‟ accounts in the last two years. They are not a comprehensive analysis of how any individual 
company complied with any particular guideline criterion. 
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1. Identity of private equity firm  

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 
within the annual report alongside the identity of the relevant senior executives of the firm. 

Good practice 
The better companies in the sample disclosed the name of the fund as well as the name of the private equity 
firm, background on the firm and additionally put into context the role of the private equity firm.  This could 
include a history of the ownership of the company, including that of previous private equity owners. 

Acromas – 31 January 2010 
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Merlin Entertainment Group – 26 December 2009 

 

 

Alliance Boots – 31 March 2010 
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2. Details on board composition  

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 
in order to meet this requirement.  Additional disclosures are required to highlight which of the directors were 
also directors of, or had been appointed by, the private equity firm.  

Good practice 
Good practice included additional explanations of the industry and other relevant experience that external 
directors brought to the organisation as well as disclosure of other appointments. 

Tragus – 24 May 2009 
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Equiniti – 31 December 2009 

 

 

 

Gondola Holdings – 28 June 2009 
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3. Financial review - position 

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 
9).   

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 the debt covenants in place. 

 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 numbers within the financial statements. 

 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) 

John Laing – 31 December 2009 
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Findus Group – 31 December 2009 

 

 

Travelodge – 31 December 2009 
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4. Financial review – financial 
risks 

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 (see page 7).  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. 

 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/cash flow, credit, interest rate, and how the risk management policies aim to address these risks. 

 Quantitative information is included to support the discussion on risks. 

Expro International Group – 31 March 2010  
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Viridian Group – 31 March 2010 

 

 

 

Travelex – 31 December 2009  
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5. Fair review of the business – 
strategy 

Requirement 

The business review must contain a fair review of the company’s 
business. 
The analysis of the fair review of the business requirement has been split into two parts.  The first looks at the 
discussion included on the strategy of the entity.  The second looks at the discussion around the market 
environment of the entity (see page 13). 

Basic compliance 
In order to provide sufficient insights for a fair review of a company‟s development and performance during the 
year and its financial position at the end of the year, it should set out the markets in which it operates and its 
strategic priorities to compete within them. This view is consistent with the views expressed by the Accounting 
Standards Board.  

Basic compliance therefore requires a clear prominent statement of company strategy.  

This should set out what the company is trying to achieve and the priorities for how it plans to achieve those 
objectives. 

Good practice 
Attributes of good practice include: 

 Strategy used to structure the content of the report to provide a clear alignment of strategic priorities, 
management actions and remuneration; 

 Explanation of the key actions necessary to deliver the strategy and an indication of the timeframe over 
which performance will be assessed; and 

 Measurement of the achievement of the strategy with qualitative or quantitative targets where applicable. 

General Healthcare Group – 30 September 2009 
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New Look – 27 March 2010  

 

 

Brakes Group – 31 December 2009 
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6. Fair review of the business – 
market environment 

Requirement 

The business review must contain a fair review of the company’s 
business. 
The analysis of the fair review of the business requirement has been split into two parts.  The first looks at the 
discussion included on the strategy of the entity (see page 11).  This second section looks at the discussion 
around the market environment of the entity. 

Basic compliance 
In order to provide sufficient insights for a fair review of  a company‟s development and performance during the 
year and its financial position at the end of the year, it should set out the markets in which it operates and its 
strategic priorities to compete within them. This view is consistent with the views expressed by the Accounting 
Standards Board.  

A description of the trends and factors shaping the market in which the company operates should be given. 

Good practice 
Attributes of good practice include: 

 Insights into the macro-economic growth drivers shaping the market environment; 

 Details on the competitive environment, including level of fragmentation, market position/share etc.; 

 Regulatory environment in which the company operates; and 

 Quantifiable evidence to support the discussion. 

Viridian Group – 31 March 2010 
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Odeon & UCI Cinemas – 31 December 2009 

 

 

 

New Look – 27 March 2010 
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7. Principal risks and 
uncertainties facing the company 

Requirement 
The business review must contain a description of the principal risks and uncertainties facing the company. 

Basic compliance 
To comply with this requirement, the business review should contain an explicit identification of the principal 
risks and uncertainties facing the company.  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. 

The discussions should be supported with quantifiable evidence.  

Merlin Entertainment Group – 26 December 2009 
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Viridian Group – 31 March 2010  

 

 

 

John Laing – 31 December 2009  
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8. Key performance indicators - 
financial 

Requirement 
The review 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 would encourage companies to explicitly 
disclose their KPIs and not leave it up to the readers discretion to determine 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;  

 A definition of how they have been calculated;  

 Quantified trend data; and  

 Targets or milestones, whether qualitative or quantitative. 

Expro International Group – 31 March 2010 
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Anglian Water Group – 31 March 2010 

 

 

 

 

Odeon & UCI Cinemas – 31 December 2009 
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9. Key performance indicators – 
non-financial 

Requirement 
The review 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 to be „key‟. 

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.  This is not always the case. 

The relative importance of certain KPIs will differ depending on the company‟s industry. For example, you might expect 

more customer, employee-based KPIs for a retailer and more environmental KPIs for a company in the extractive industry. 

Good practice 
Attributes of good practice include: 

 Clear alignment of strategic priorities and non-financial KPIs; 

 An explanation of why each KPI has been included; 

 A definition of how they have been calculated;  

 Quantified trend data; and  

 Targets and milestones, whether qualitative or quantitative. 

Anglian Water Group – 31 March 2010 
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Viridian Group – 31 March 2010 

 

 

General Healthcare Group – 30 September 2009  
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10. Trends and factors affecting 
future development, performance 
or position 

Requirement 
The business review 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 business review 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; 

 Specific reference to 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. 

Alliance Boots – 31 March 2010 
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Merlin Entertainment Group – 26 December 2009 

 

 

John Laing – 31 December 2009 
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11. Environmental matters 

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. 

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 
Good practice would 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 save duplication. 

Biffa – 2 April 2010 
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Equiniti –31 March 2009  

 

 

Anglian Water Group – 31 March 2010  
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12. Employees 

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 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 information 
on 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. As a minimum, 
adequate compliance with the Companies Act will ensure basic level compliance with the Walker Guidelines. 

To the extent that employees are considered a critical resource of the business disclosures should include a 
discussion of the management and development of employees, including recruitment, training and 
development practices. 

Good practice 
Attributes of good practice companies 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;  

 Quantifiable evidence of performance; and  

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

Viridian Group – 31 March 2010 
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John Laing – 31 December 2009   
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13. Social and community issues 

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 social and community 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 highlighting, at a high level, social and community 
issues affecting the business and the company‟s policies to address them.  The Companies Act disclosure 
requirement on political and charitable donations is not sufficient to address this criterion.   

Good practice 
In our view, attributes of good practice include: 

 Alignment of social and community issues to strategy; 

 Explanation of the actions taken to address the specific social and community issues for example, local 
recruitment, investment in education and impact on recruitment;  

 The discussion is supported by quantifiable evidence. 

Extracts from a company‟s Corporate and Social Responsibility Report often provided the most relevant 
disclosure and can be cross-referenced to save duplication. 

Disclosures around social and community issues were typically a poor area of overall reporting by portfolio 
companies. This has also been the case for FTSE companies on initial adoption of the business review and is an 
area where significant improvement will be necessary going forward to demonstrate compliance. 

Alliance Boots – 31 March 2010 

 

 



  

Guidelines Monitoring Group 

Private Equity Monitoring Group on Transparency and Disclosure 
PwC  Page 31 of 37 

 

John Laing – 31 December 2009  
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14. Essential contractual or other 
arrangements 

Requirement 
The business review must, to the extent necessary for an understanding of the development, performance or 
position of the company‟s business, include, subject to subsection (11) (disclosure seriously prejudicial in 
opinion of the directors), information about persons with whom the company has contractual or other 
arrangements which are essential to the business of the company.  

Basic compliance 
The Companies Act requires the disclosure of the supplier payment policy and creditor days.  This is not 
sufficient to meet the requirements of the enhanced business review or, consequently, the Guidelines.  The 
requirement is about reporting significant relationships, such as those with major suppliers or key customers 
critical to the business, which are likely to influence, directly or indirectly, the performance of the business and 
its value. 

It is not always possible to identify whether companies have significant relationships without an explicit 
statement to that effect.  The lack of any such statement does not necessarily mean a lack of compliance, as it is 
possible to make some inferences from the nature of the business.  However we would encourage an explicit 
statement as to the existence, or otherwise, of essential contractual or other arrangements to aid the assessment 
of compliance with the requirement,  

Good practice 
In our view, attributes of good practice include: 

 Clear signposting of essential contractual or other arrangements 

 Identification of the names of the parties with whom these contracts or other arrangements exist 

 Quantification of the potential exposure/dependency of these contractual or other arrangements eg x% of 
revenue from x number of customers 

Explicit disclosures around essential contracts is typically a poor area of overall reporting by portfolio 
companies. This is also the case for FTSE companies on initial adoption of the business review and is an area 
where significant improvement will be necessary going forward to demonstrate compliance. 

Brakes Group – 31 December 2009 
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New Look – 27 March 2010  
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Appendix 

Guidelines for enhanced disclosure by portfolio companies 
and private equity firms 
The requirements of the Guidelines as applying to 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 enhanced 
reporting guidelines (as amended by the GMG March 2010 update 
report) 
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 

 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. 

A private equity firm is a firm authorised by the FSA that is managing or advising funds that either own or 
control one or more UK companies or have a designated capability to engage in such investment activity in the 
future where the company or companies are covered by the enhanced reporting guidelines for portfolio 
companies. 

A portfolio company of a private equity 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 private equity firm holds a majority stake (>50% of the ordinary shares) in the underlying 
business; 

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

 A private equity 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 private equity firm invests in a portfolio company, those firms will be jointly responsible 
for ensuring that the portfolio company applies the guidelines.  

2 Content of enhanced disclosure by a portfolio company 
A portfolio company should include as part of its audited annual report and accounts the following enhanced 
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 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. 
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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 the 
outside to add relevant industry or other experience. 

The report should include a business review that substantially conforms to the provisions of Section 417 of the 
Companies Act 2006 including sub-section 5 (which is ordinarily applicable only to quoted companies). Sub-
section 5 provides: 

“(5) In the case of a quoted company the business review 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; and 

 Information about –  

 Environmental matters (including the impact of the company‟s business on the environment), 

 The company‟s employees, and 

 Social and community issues, including information about any policies of the company in relation to 
those matters and the effectiveness of those policies; and 

 Subject to subsection (11) (disclosure seriously prejudicial in opinion of the directors), information about 
persons with whom the company has contractual or other agreements which are essential to the business of 
the company. 

 If the review does not contain information of each kind mentioned in paragraphs (b)(i), (ii) and (iii) and (c), 

it must state which of these kinds of information it does not contain.” 

 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 the extent that the guidelines at (b) and (c) above are met by existing market disclosures in respect of 
debt or equity issuance on public markets, this should be explained with the relevant material made 
accessible on the company‟s website; and where compliance with these guidelines, in particular in respect of 
any forward-looking statement, might involve conflict with other regulatory obligations, the reason for non-
compliance should similarly be explained on the company website. 

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 6 months after the company year end; 

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 3 months after mid-year. 

4. Conformity with each of the guidelines should be on a comply or 
explain basis. 

Where an explanation is given for “non-compliance”, this should be posted alongside other related relevant 
disclosures called for under these guidelines on the website of the private equity firm or portfolio company. 
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