
The Governance Landscape

The governance landscape as you will be aware has been 
developing rapidly over the past three years.

In overall terms there has been an increased focus on the 
sustainability and longevity of companies by the regulators which 
is reflected in the governance code and guidance provided by the 
FRC.

Reporting requirements
The requirements for Annual Report Director’s commentaries 
are being positioned by the regulators to ensure they reflect the 
views and engagement of the Board. For example the Strategic 
Report – ‘The strategic report should reflect the collective view 
of the company’s directors’ (FRC 2014 Guidance on the Strategic 
Report). This focus on the Board narrative is designed to both 
provide meaningful information to shareholders and ensure 
Boards are fully engaged in the dialogue and ‘presentation’ of the 
company’s strategy.

Board and executive succession and development
Board succession has always been a key aspect of the 
Nomination Committee remit. However, we are seeing an 
extension of this remit to consider the future executive pipeline, 
beyond the immediate issue of the CEO and CFO, which is 
being encouraged by the regulators. The FRC will be publishing a 
consultative guidance in this area shortly and from our discussion 
this is clearly an area uppermost in their minds. 

The practical implication is that Nomination Committees will be 
challenged to take a more strategic view of the talent pipeline 
beyond the typical annual HR succession plan, to a longer-term 
focus, making a distinction between the immediate corporate 

convergent succession planning, with its contingencies of who 
next and a broader divergent succession planning, which is taking 
a longer-term viewpoint of sustainability and developmental.

GENDER BALANCE AND DIVERSITY
The FTSE 100 is likely to hit the 25% female Board Director 
Target by the end of 2015. This will have the effect of moving 
the focus of emphasis both on to the FTSE 250 and onto the 
Executive Committee. The original Davies Report on Women on 
Boards stated that the CEO should be setting targets for female 
participation on the Executive Committee and explaining how 
they will achieve this. Consequently, the focus of attention is 
likely to shift to the Executive Committees. This will also reinforce 
the engagement and focus of the Board on the executive talent 
pipeline.

Nomination committee
The Nominations Committee is likely to move to a much more 
central and engaged committee as it grapples with many of the 
issues described above.

Tone from the top
The FRC has placed an emphasis in the Preface to the Code 
which provides a focus on the key role of the Board in establishing 
the culture, values and ethics of the company, including its role 
in setting the correct ‘tone from the top’. This has been a growing 
area of engagement on reputational risks to companies. It is likely 
that there will be increasing pressure in coming years to reflect 
this importance in the governance report.

Independent external reviews
The independent external review every three years continues 
to develop, with a rising consensus as to what the review should 
include. In particular the focus of the regulators has ‘pushed’ 
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the behavioural aspects of the Board and its performance, 
seeing effective Board dynamics as an important platform for 
the challenge and thinking about the strategy and reputational 
risks for a company. Consequently, the observation of Board 
behaviour is becoming much more main stream. Additionally, the 
development focus of the independent external Board review 

is being seen by the Chairman as a useful platform to focus on 
the development of the Board given all the additional pressures 
described above.

Helen Pitcher OBE
Chairman, Advanced Boardroom Excellence Limited

Implementing the 2014 UK Corporate 
Governance Code – the role of the 
company secretary

The denial period is over and the 2014 UK Corporate Governance 
Code (‘the Code’ or ‘the 2014 Code’) is upon us. After a long 
and difficult gestation period, the FRC finalised how the 
recommendations of the Sharman Inquiry into going concern 
are to be implemented and published the 2014 Code back in 
September, to apply to all premium listed companies for periods 
beginning on or after 1 October 2014. Much about what is in the 
Code remains controversial and the FRC has followed a ‘middle 
way’ between the objections that were raised on both sides of 
investor/director divide. So directors will now need to make a 
‘viability statement’ about how they have assessed the prospects 
for the company that ‘except in rare circumstance … should 
be significantly longer than 12 months from the approval of the 
financial statements’. And on the other side of the fence, those 
investors who believed they had a more or less open-ended 
confirmation of going concern from the directors under the 
previous Code will now have to settle for a statement that looks 
out only over a finite time horizon that the directors choose.

Alongside the changes to the Code to implement Sharman, the 
FRC also updated its Guidance on risk management and internal 
control , meaning that the long-standing Turnbull Guidance is now 
superseded. A major goal of the Code and the new Guidance is 
to embed the assessment and management of risks to solvency 
and liquidity within companies’ ongoing risk management 
systems, reflecting the origin of Sharman as a response to the 
issues with going concern that were so clearly identified in the 
financial crisis. It will no longer be sufficient for solvency and 
liquidity risks to be considered only once or twice a year, with a 
narrow accounting technical focus, for the purposes of the half-
year and annual financial statements.

A serious challenge 
What we’re seeing in practice as a result of these changes is 
a huge amount of activity as companies reconsider their risk 
management processes and challenge themselves as to whether 
they will form a proper basis for the new reporting under the Code 
across risk, viability and going concern. 

No company should underestimate the challenge of implementing 
the 2014 Code. At the heart of the changes are four formal 
statements for the directors to make – two of these are new 
(the viability statement, as highlighted above, and the statement 
confirming that the directors have carried out a ‘robust 

assessment’ of the principal risks facing the company) and 
two are amended versions of existing statements (the report 
by the directors on their review of the effectiveness of the risk 
management and internal control systems, and the going concern 
confirmation). As we saw a few years ago with the introduction of 
the ‘fair, balanced and understandable’ statement, new formal 
statements for the directors can be a really effective way of driving 
a reassessment within companies of their existing arrangements. 
Even where the result of the reassessment is not major change, 
there is often value in the exercise itself. 

Compared to the fair, balanced and understandable statement, 
the processes that are needed to support the 2014 Code 
statements are far more complex and fundamental to 
businesses. In fact, because they involve everything from 
strategy and business planning to risk management through to 
financing and treasury, internal audit, accounting and external 
reporting and beyond, it’s been interesting in some companies 
to see groups of people who have not previously worked closely 
together meeting to plan their response to the 2014 Code.

The role of the company secretary
From our experience so far, we see three key aspects of the role 
of the company secretary and his or her team. 

First, with the multi-disciplinary nature of what companies need to 
consider when implementing the 2014 Code, it is absolutely vital 
that there is an owner for the project as a whole – the risk of issues 
falling between stools as a result of a poorly-coordinated response 
at management team level is high. The owner doesn’t have to be 
the company secretary but we believe that he or she should be 
closely involved and at least keep a watching brief on the project.

The second aspect of the role is to do much the same, but at 
board level. The board activity also needs a co-ordinator but, 
more than this, there is a real question as to where responsibility 
lies between the directors. 

Thinking back to fair, balanced and understandable again, there was 
significant debate as to what, if any, the role of the audit committee 
should be in advising the board as a whole when it is each and every 
director who makes the formal statement. A similar debate arises 
in relation to the 2014 Code statements – how can the individual 
responsibilities of all the directors (including executive directors) 
be properly reflected if the audit committee takes the lead?

Also, given that the directors are responsible for reviewing and 
reporting not only on the systems of risk management and 
internal control over financial reporting, but also those relating to 
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operational risk and control and compliance, does this not need 
full-board consideration to be comprehensively addressed? 
The scope of the directors’ responsibilities in this area has not 
changed but the new level of focus under the 2014 Code often 
re-opens the responsibility debate. 

The third part of the role for the company secretary relates to 
advising on the judgements involved in the new statements and, 
where the company secretary and general counsel roles are 
combined, the impact on the liability of directors. 

There is a risk that directors will take a conservative view in 
relation to the new Code disclosure requirements – driven by 
questions of commercial sensitivity as well as personal liability. 
This could seriously limit the information value provided and 
we see an important role for the company secretary in guiding 
the directors through these issues so that the right balance is 
struck between insightful and useful reporting and protecting the 
company and themselves. 

The FRC Guidance issued with the Code reminds directors of 
the ‘safe harbour’ provisions in s 463 of the Companies Act. In 
theory (though they have not been tested) these should offer the 
directors protection (from the company) in relation to forward-
looking statements such as the viability statement as long as they 
are made within the strategic report or directors’ report sections 
of the annual report. So, unless the directors issue a deliberately 
or recklessly untrue or misleading statement or dishonestly 
conceal a material fact by way of an omission, they will not be 
liable to compensate the company for any loss incurred.

It’s also worth bearing in mind that every time the directors make a 
viability statement they will also make a going concern confirmation 
which, because it is focused on a shorter period, needs to be made 
with a higher degree of confidence. If the company turns out not 
to be ‘viable’ this will always happen within the period covered by 
a going concern confirmation, so the viability statement arguably 
does not seriously extend director liability significantly. 

Nevertheless, the initial reaction of some directors to the 

viability statement is sometimes that they will make a 
statement that is for as short a period as possible, hedged 
around with as many qualifications and assumptions as 
possible. We don’t think that the answer lies in being so 
unforthcoming. In fact this will only create a new opportunity 
for investors and other stakeholders to criticise when they 
compare and contrast the information that companies 
provide, as they surely will.

‘...I think that for fund managers, this is the kind of statement 
from a company that they may pay attention to’ [Quote from 
investor to PwC on the viability statement, May 2015]

What is becoming clear is that, although much attention has 
focused on the period that companies will choose to make the 
statement over, in fact the disclosures around the statement 
will be equally important. It’s vital that readers understand 
what the directors are, and are not, saying when they choose 
three, five, eight, or ten years or any other period, because 
there is still a significant level of misunderstanding in the 
market as to what the statement means. Just because the 
viability statement is not made for a 20-year period does not 
mean that the directors think they won’t be able to pay off 
their long-term debt, for instance. And a five year statement 
doesn’t mean that the directors don’t think the business will be 
viable in year six. Making a viability statement is not the same as 
describing an ongoing, open-ended business model.

We see real scope for company secretaries and general 
counsels to lead directors and management teams through 
these complex and challenging issues so that they can achieve 
a balanced and proportionate response.

See the PwC web page with all our latest thinking and guidance 
on the corporate governance code: www.pwc.co.uk/audit-
assurance/issues/the-new-uk-corporate-governance-code-
boosting-your-corporate-immune-system.jhtml.

John Patterson,  
Corporate governance consultant, PwC

Complete 100

This month marks the ten-year anniversary of Black Sun plc’s 
Compete 100 research on the corporate reporting trends of the 
FTSE 100. We’ve witnessed a lot in this time, from subtle tremors 
to seismic shifts in the tectonic plates of the corporate world. 
Our research has offered particular insight into the uniquely 
important role of corporate reporting in this new landscape, with 
the tenth edition shining a light on how companies are seising this 
evolution as a platform for more meaningful communication and 
as an opportunity to add real value.

But how did we get here?

Reporting regulation and the building blocks of change
Today, UK corporate reporting bears the marks of both 

incremental evolution and more revolutionary change. The former 
was in motion during the early years of our Complete 100 research 
– which tracks the trends in corporate reporting of the FTSE 100 
– evidenced by the introduction of the Companies Act 2006 and 
its drive towards ‘enhanced’ Business Reviews. The latter is largely 
the result of the financial crisis and extensive legislative efforts 
to safeguard against its aftershock. In practice, this catalysed the 
introduction of the Companies Act 2006 (Strategic Report and 
Directors’ Report) Regulations 2013 (from here on in, it referred 
to as the ‘updated Companies Act’), the 2012 UK Corporate 
Governance Code (applying to FTSE 100 companies at the time 
of our research), its 2014 updated edition (now in effect), the 
Stewardship Code and the Directors’ remuneration requirements. 
It might have appeared daunting at times, but as the dust settles 
on this legislative upheaval, it is becoming increasingly clear that 
UK companies are left with an opportunity. 
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Legislators both in the UK and at an EU level have played close 
attention to the development of voluntary reporting frameworks 
and the contribution they make to the evolution of narrative 
reporting. In particular, the International Integrated Reporting 
Council’s (IIRC) market-led Integrated Reporting Framework 
– published in December 2013 – has played an important role 
in making connections between evolving reporting regulation 
and a more holistic approach to corporate communications 
and conduct. Interestingly, considerable ground is shared 
between the updated Companies Act, the FRC’s corresponding 
‘Guidance on the Strategic Report’, and the Integrated 
Reporting Framework, all of which promote clear, concise and 
interconnected corporate stories. In fact, Stephen Haddrill, the 
CEO of the FRC, recently reinforced the clear alignment when he 
stated, ‘We use different words in the UK. Strategic Report, not 
Integrated Report, but we are on the same journey with the same 
purpose. The principles in a UK Strategic Report are consistent 
with an Integrated Report.’

Likewise, the introduction of the 2014 UK Corporate Governance 
Code aims to strengthen the focus of companies and investors 
on the longer term and the sustainability of value creation. 
Further disclosures around going concern and the introduction of 
the viability statement, coupled with enhanced reporting around 
the assessment and reporting of risks, all target more transparent 
and insightful reporting and long-term thinking.

The aim of all of these changes is greater transparency in 
corporate reporting, improved accountability in corporate 
governance, and more meaningful insight into the long-term 
performance of companies.

Ten years into the journey
UK reporting has largely gone from strength to strength since 
the Complete 100 was first published in 2006. Traditionally, our 
findings have shown that a leading class of companies spearhead 
this progress. They have been the ones to seise the opportunity 
at the heart of their evolving obligation, following regulatory 
requirements not only by the letter, but in spirit. However, the gap 
between the companies racing ahead and those slower off the 
mark has narrowed over time. Now, the common themes of good 
reporting run throughout nearly the entire spectrum of FTSE 
100 reports. These themes include an increasing focus on value 
creation for all stakeholder groups; a move away from boilerplate 
reporting in favour of personal insights into performance, 
prospects, risk and reward; and providing a future-orientated 
overview of the business, helping to combat the short-termism 
that has contributed to economic volatility in recent years. 

Together, UK reporters have covered considerable ground in 
navigating the transformed corporate reporting landscape, 
but there is still a distance to go. From the vantage point of 
the Complete 100 ten-year anniversary, we have the unique 
opportunity to reflect on the reporting trends steering 
companies into the future. 

Ten years ago when we analysed the corporate reporting trends 
of the FTSE 100, our first research report, ‘What’s happening 

in corporate reporting?’, concluded that reporting provided ‘an 
opportunity, not an obligation’.

Understanding value creation
No company is an island, and the financial crisis made this clearer 
than ever before. One significant change, from a reporting 
standpoint, is the evolution of business model disclosure. A 
decade ago, the business model featured neither in UK legislation 
nor prominently on the wider corporate communications agenda. 
Today, it plays an integral role in communicating a company’s 
value creation. This year, 71% of companies provided a detailed or 
very detailed description of their business model. This compares 
to just 12% in 2009, the year we first began to collect business 
model data in anticipation of its introduction to reporting 
regulation by the 2010 UK Corporate Governance Code. 

Greater strategic integration 
Telling the story of value creation is not possible without tying 
together the various business elements that contribute to it. The 
trend towards clearly communicating value creation has gone hand 
in hand with a move towards greater integration and connectivity 
in corporate reporting. The past ten years have seen strategy 
discussions grow in importance and prominence within reporting, 
offering a platform to discuss performance prospects, risk and 
remuneration in the context of a commitment to future success. 

Nearly all FTSE 100 reporters include a strategy discussion in 
their Annual Report today. What’s more, these discussions have 
dramatically improved in terms of the level of insight they provide 
into specific strategic priorities. 92% of companies now clearly 
discuss these, compared to just 16% in 2004.

There has been a big leap forward in reports linking performance 
with the company’s strategy. Today, 55% of companies clearly 
establish the relationship between strategic objectives and 
KPIs, compared to just 25% in 2009. Companies have also taken 
noticeable strides forward in integrating reporting about risks and 
strategic objectives, with 47% now doing so compared to 35% in 
2007. Finally, the integration of non-financial matters which are 
part of, or linked to, the corporate strategy discussion are evident 
in 57% of company reports this year, up from 34% in 2007.

Better risk assessment
Risk reporting has transformed in both form and content over 
the course of this ten-year period, with public scrutiny, investor 
demands and legislative evolution all playing a role in the 
changes. Leading reporters are going beyond legal reporting 
obligations, and demonstrating the robustness and resilience 
of risk management systems through insightful and innovative 
disclosures such as risk heat maps and discussions of how their 
risk environment has changed year-on-year. 

Our research has captured this evolution, revealing that 
companies are providing greater transparency by reporting 
on areas such as the potential impact of risks. Today, 99% of 
companies provide this information, compared to 67% in 2007. 
Similarly, 99% of companies now outline their risk management 
processes, a significant increase of 45% since 2006. 
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Greater accountability of businesses
The fallout of the financial crisis emphasised the need for 
greater accountability and transparency, with additional scrutiny 
placed on corporate stewardship and the Board’s responsibility 
for meeting stakeholder information needs. Legislators have 
responded with new reporting requirements, focusing on the 
corporate governance report and remuneration disclosure, 
thereby encouraging companies to move away from boilerplate 
disclosures to provide more detailed insight. 

There has been a discernible shift as companies endeavour to 
capture the ‘tone at the top’ of their organisations. One example 
of this is the increase in the number of chairmen offering 
personal introductions to the Governance Report, up to 89% this 
year from just 31% in 2010. 

Remuneration reporting has also become more transparent and 
specific. This year, we found 95% of companies linked their KPIs 
to Directors’ remuneration. This compares to just 31% who did so 
in 2008. 

Moving to ‘living your story’ 
While the legislative momentum may have slowed, we are 

now entering a period of relative calm. However, the need for 
corporates to engage and communicate with all stakeholders has 
not changed. Indeed there is a growing demand for companies to 
justify their purpose and role in society as well as to demonstrate 
how they deliver long sustainable value to all of their stakeholders. 

This undoubtedly poses new challenges for Boards. The 
need to demonstrate their effectiveness and performance 
as they consider how best to engage and communicate with 
stakeholders is becoming increasingly important. Many are 
starting to recognise that corporate reporting is no longer just 
a statutory obligation but an opportunity to define and ‘tell 
their story’. It also provides a powerful platform to gain internal 
consensus and alignment, change behaviours, promote values 
and ultimately enable a company to ‘live their story’.

In order to remain competitive in the future, companies will have 
to consider and communicate how their business creates value 
today, tomorrow and in the long term – beyond the financials – to 
give a more holistic picture of total performance.

Rachel Price, 
Head of Research and Strategy, Black Sun Plc

Cases Digest
James Kowalishin v (1) Jason Roberts 
(2) Tech 21 UK Ltd [2015] EWHC 1333 
(Ch)
A claimant who had invested money in a company was not 
entitled to a shareholding because he had paid the money 
in advance of reaching a binding agreement to that effect. 
The parties had not intended to be contractually bound at 
least until heads of terms had been agreed, and they had not 
agreed all the terms which they regarded as important.

In August 2007, an individual (‘K’) paid £50,000 to a 
company (‘T’), acting by its alter ego (‘R’) with the intention 
of investing in T in return for shares at a time when T was in 
financial difficulties. Although K and R discussed a larger 
investment of £250,000, K argued that R agreed to give K a 
reasonable shareholding for K’s £50,000 investment in T. 
R argued that the important terms of the agreement were 
never agreed between the parties and the arrangement 
between them remained subject to contract. 

It was common ground that, if there was no binding contract, 
then K should be entitled as a matter of restitution to the 
return of his money together with an award representing the 
‘time value’ of the money, as if it had been a loan. K argued 
that this should be measured by looking at the subjective 
value to T of having the use of the money, which he claimed 
was greater than its objective value assessed on the basis of 
the value to someone in the parlous financial position of T at 
the time. 

In relation to the contractual claim, the Court held that the 
parties had not intended to be bound at least until heads of 
terms had been agreed. K also failed to establish that the parties 
agreed such terms that they considered important. The payment 
to T was made in advance of reaching an agreement and in 
anticipation of doing so. If the Court were to find that R agreed to 
give any shares to K in return for £50,000, it would not simply be 
filling in the gaps in an incomplete bargain but it would be making 
a bargain for the parties which they themselves never made. 

In relation to the restitutionary claim, the Court used an objective 
valuation based on T’s parlous financial position at the time of 
the investment as its starting point. Although it is open to the 
enriched party to establish a subjective devaluation by showing 
that that the use of the money was actually worthless to him, 
the Court was satisfied that this did not arise on the facts of this 
case given that T would not have been able to survive but for the 
retention of K’s £50,000. 

The Court ordered T to return the £50,000 to K with interest to 
be paid at the rate of 29.5%, compounded with quarterly rests, 
from August 2007 to date. The Court reached its decision based 
on the only market evidence before it which was the terms of 
T’s bank loan which charged 29.5% interest for unauthorised 
borrowings over £15,000. In the Court’s opinion, this represented 
the market rate at which T would notionally have borrowed a 
further £50,000 in August 2007. The fact that without K’s money 
T would probably not have survived gave the Court additional 
confidence that T might have accepted a loan at this very high 
rate of interest.
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The joint administrators of LB Holdings 
Intermediate 2 Ltd (in administration), 
Lehman Brothers Holdings Inc, the joint 
administrators of Lehman Brothers Ltd 
(in administration) V Anthony Victor 
Lomas & 5 others [2015] EWCA CIV 485 

The Court of Appeal dismissed challenges to all but two of the 
High Court’s findings in respect of various disputes concerning 
the treatment of surplus assets on the administration of Lehman 
Brothers International (Europe).

Lehman Brothers’ main trading company (‘L’), an unlimited 
company, went into administration in September 2008. Contrary 
to initial expectations L is currently expected to realise a surplus 
of assets once all unsubordinated proved debts have been paid 
in full.

L’s shareholders had unsecured debt claims and subordinated 
loan debt claims against L. The administrators of L and each 
of its shareholders applied to the High Court for directions on 
various questions. The administrators appealed the High Court’s 
decisions which raised the following issues: 

1) whether the claim of L’s shareholder, as the holder of the 
subordinated loan debt, ranked ahead or behind statutory 
interest and non-provable debts; 

2) whether creditors who were owed money in a foreign currency 
had a non-provable claim in L’s administration or liquidation in 
respect of loss incurred from the currency conversion; 

3) whether the right to statutory interest accrued during L’s 
administration survives if L goes into liquidation; 

4) whether L’s shareholders’ liability, as members of an unlimited 
company, covers payment of statutory interest and non-
provable debts, under s 74(1) of the Insolvency Act 1986 (‘IA 
1986’); 

5) whether L’s administrators were entitled to subject L’s 
shareholders to proof in their own administration or liquidation in 
respect of their potential liability to make payment under s 74 of 
the IA 1986; and 

6) whether the contributory rule (which prevents a member 
of a company from proving for a debt in liquidation until it has 
fully discharged any liability which it has to the company as a 
contributory under s 74 of the IA 1986) can be applied in an 
administration.

The Court of Appeal held that the subordinated debt ranked 
behind statutory interest and non-provable debt. The context of 
the subordinated loan agreement informed its purpose, which 
was to ensure, in an insolvency, the subordinated loans would 
rank behind all third party claims whose claims would have been 
recognised in the insolvency. 

The Court held that creditors whose claims were denominated in 
a foreign currency were entitled to claim against L for any currency 
losses suffered. The currency conversion did not amend the 
creditor’s original right to receive payment in a foreign currency. 
Such currency conversion claims ranked as non-provable debt.

Despite a drafting anomaly in IA 1986 that suggested otherwise, 
creditors of an entity in liquidation did not lose their right to 
recover statutory interest that had accrued but was not paid 
during administration that immediately preceded liquidation. 
Instead, such creditors had a right to be paid the interest out 
of the surplus funds that pass from the administrator to the 
liquidator before any deduction is made to those funds.

The Court held that statutory interest and non-provable debts 
form part of a company’s liabilities and therefore fall within the 
scope of s 74 of the IA 1986 and to which L’s members had to 
contribute. L’s administrators should be entitled to lodge a proof 
in respect of s 74 of the IA 1986 liabilities of L’s shareholders in 
their own administration or liquidation. The right to benefit from 
the liability to contribute was an asset for L, therefore giving L a 
contingent claim. There was no compelling reason to extend the 
contributory rule to an administration.

News
Accounting standards

Report reveals progress in global IFRS adoption
The report looks at the progress made in global IFRS 
adoption in the 14 years since the reform of the International 
Accounting Standards Committee and the establishment 
of the IFRS Foundation and the International Accounting 
Standards Board.

Report findings
Overall, the report observes that while IFRS adoption is not yet 
total and complete for publicly accountable entities around the 

world, 'extraordinary progress' has been made. The report finds 
that of the 24 jurisdictions which do not yet require IFRS for all or 
most domestic publicly accountable entities:

 > twelve permit IFRS
 > two require IFRS for financial institutions but not for other 

listed companies
 > one (Thailand) is in the process of adopting IFRS in full
 > one (Indonesia) is in the process of converging its national 

standards substantially with IFRS eight (including China) 
use national standards--China's standards are substantially 
converged with IFRS
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 > In addition, the report finds:
 > nearly all jurisdictions (130) have publicly stated a 

commitment in support of global accounting standards
 > the relevant authority in 132 of the jurisdictions has 

publicly stated that IFRS should be the global accounting 
standard

 > around 60% of the 116 jurisdictions that require IFRS for 
domestic listed companies also require IFRS for unlisted 
financial institutions and/or large unlisted companies

 > around 90% of the 116 jurisdictions that require IFRS 
for domestic listed companies also require or permit 
IFRS for many unlisted companies the 140 jurisdictions 
made very few modifications to IFRS--the few that were 
made are generally regarded as temporary steps in the 
jurisdiction's plans to adopt IFRS in the majority of the 
jurisdictions, the auditor's report refers to compliance 
with IFRS apart from the 33 member countries of the 
EU and EEA and EU candidate countries, 67% of the 
remaining 107 jurisdictions that require or permit IFRS for 
domestic companies do not go through endorsement of 
individual new or amended standards

 > of the 140 jurisdictions, 73 require or permit IFRS for 
SMEs--another 14 are actively considering permitting 
IFRS for SMEs

Advertising and marketing

CAP issues guidance on ambush marketing
The Committee on Advertising Practice (CAP) has issued 
guidance on ambush marketing in light of the Women's 
World Cup and other sporting events this summer. The 
guidance makes the point that the UK Code of Non-broadcast 
Advertising, Sales Promotion and Direct Marketing (CAP Code) 
does not prevent people from referencing sporting events 
but advertisements must not mislead consumers by implying 
that an official relationship exists when it does not. In addition 
to the general rules against misleading advertising, the CAP 
Code prohibits advertisements from taking unfair advantage 
of a competitor's trademark and requires that marketers 
hold evidence that endorsements are genuine. Marketers 
should take care when referencing sporting events to avoid 
complaints to the ASA being upheld. If there is any suggestion 
that there is an official affiliation when this is not the case, the 
ASA is likely to consider such references as misleading and in 
breach of the CAP Code. The ASA will take into account the 
overall impression of the copy including images, icons and 
symbols used.

BCAP issues guidance on payday lending 
advertising
The Committee on Advertising Practice (CAP) and the 
Broadcast Committee on Advertising Practice (BCAP) 
have issued new guidance with the aim of preventing 
advertisements trivialising the serious nature of taking 
out short-term high-cost loans. The guidance clarifies the 

spirit in which the CAP Code and the UK Code of Broadcast 
Advertising (the BCAP Code) must be interpreted, particularly 
the rules that require advertisements to be responsible to 
the audience and to society. It provides clear warning that 
advertisements risk breaching the Codes if they suggest 
loans are a suitable means of addressing ongoing financial 
concerns, condone non-essential or frivolous spending, 
or unacceptably distort the serious nature of payday loan 
products. The guidance suggests that animation, catchy 
upbeat jingles and humorous themes are used with care, and 
suggests acceptable phrases to help payday loan advertisers 
communicate reasonable benefits of the product. The 
BCAP's review of the content of television advertisements 
for payday loans, which involved independent ASA Council 
members, assessed 145 advertisements against the rules and 
did not find substance in perceptions that some payday loan 
advertisements are aimed at encouraging children to ask their 
parents to take out a payday loan. The BCAP says that for the 
avoidance of doubt, no advertisement may directly exhort 
children to purchase a product or to ask others to do so for 
them. The guidance comes into immediate effect. The BCAP 
has also announced that it will be launching a consultation on 
the scheduling of television advertisements for payday loans 
by the end of July 2015.

Financial services

FCA introduces new GAP insurance rules
The Financial Conduct Authority (FCA) has confirmed that 
changes to the rules relating to the sale of guaranteed asset 
protection (GAP) will go ahead. As a result, a deferred opt-
in or pause in the sale will be introduced when consumers 
are offered GAP insurance as part of a motor vehicle 
purchase. GAP insurance distributors will also have to provide 
customers with additional information to ensure they have 
the opportunity to shop around for the best deal. In July 2014, 
the FCA issued its final report related to its general insurance 
add-ons market study. It highlighted a number of concerns 
about competition in the GAP insurance market and stated an 
intention to take steps to remedy these issues. Among other 
issues, the study found consumers often buy without having 
previously thought about the product or shopping around for 
alternatives. As such, they were not always getting the best 
deal. Under the final rules, firms distributing GAP insurance 
in connection with the sale of a motor vehicle will be required 
to: (1) provide customers with prescribed information to 
help them shop around and be more engaged when making 
decisions about purchasing the product; and (2) introduce 
a deferral period, which means GAP insurance cannot be 
introduced and sold on the same day. As a result of these 
changes, the FCA expects to see better customer outcomes 
from more informed purchasing decisions and improved 
competition between add-on and standalone distribution 
channels as a result of these measures. The revised rules 
come into force on 1 September 2015.
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