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Introduction

In August 2018, the Government issued a response to its March 2018 consultation; Insolvency and Corporate Governance, 
which was published in the aftermath of the Carillion collapse earlier that year. In its response, the Department of Business, 
Energy and Industrial Strategy (BEIS) revealed that there were significant concerns raised over the UK’s dividend payments 
framework; in particular, how companies pay dividends even when in financial distress. Respondents to the consultation 
argued strongly for greater transparency regarding the affordability of dividend payments. The Government was also 
concerned about companies avoiding an annual shareholder vote on dividends by only paying interim dividends, which goes 
against the advice given by shareholder advisory groups such as the Pensions & Investment Research Consultants Ltd (PIRC) 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/691857/Condoc_-_Insolvency_and_Corporate_Governance_FINAL_.pdf
https://blogs.lexisnexis.co.uk/content/corporate-law/market-tracker-trend-report-dividends
https://blogs.lexisnexis.co.uk/content/corporate-law/market-tracker-trend-report-dividends
https://blogs.lexisnexis.co.uk/content/corporate-law/market-tracker-trend-report-dividends
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf


https://blogs.lexisnexis.co.uk/content/corporate-law/market-tracker-trend-report-dividends
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Final dividends—a closer look

In last year’s report, we identified a small number of companies paying a final dividend without going to shareholders with 
an ordinary resolution to approve it, which goes against generally accepted practice, PIRC and PLSA guidelines, and the 
sentiments of the Government in their recent response document. This practice has continued, and, in fact, increased a 
little in this Research Period. A total of 8 companies (3 FTSE 100 and 5 FTSE 250 companies) paid final dividends without 
proposing approving ordinary resolutions at the AGM. 

All 8 companies said that their board had requisite authority to declare and pay a final, end-of-year dividend, and therefore 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf
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In one of the 8 instances, there was no specific authority given to the directors in the articles of association, but the company 
(incorporated in the UK) stated in its annual report that final dividends do not require shareholder approval, and that the board 
changed its approach to dividends several years ago to enable payment to be made promptly before the AGM.

Enabling prompt payment was a reason given for payment of final dividends via this alternative method in a number of cases. 
It could be argued that this does not go against the�PLSA’s�Corporate�Governance�Policy�and�Voting�Guidelines�2019, which 
state:

There was no stand-out trend in terms of what industry these 8 companies operated in, as displayed below. In relation to the 
companies' country of incorporation, 50% were incorporated in England and Wales, and the other 50% were incorporated in a 
mixture of other countries, also shown below.

“if shareholder approval is not sought for the approval of the final dividend, 
investors may wish to consider submitting a shareholder resolution or voting against 
the company’s report and accounts, except where companies can demonstrate 
that changing their practice to seek shareholder approval of the dividend would 
significantly delay payment, to the material disadvantage of shareholders.”

Final dividends without 
shareholder approval—industry sector

Financial services Mining, metals & extraction

Investment Professional services Banking and finance

Media and telecommunications

Final dividends without 
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England and Wales

Guernsey

Canada

Israel

Bermuda

“The need to seek 
shareholder approval 
for a dividend may well 
delay the payment date.  
But other factors within 
a company’s control can 
also affect timing – how 
long it takes to publish 
its Annual Report and 
the AGM notice, the 
date chosen for the 
AGM and the gap that 
occurs before payment 
is actually made (where 
practice can vary 
greatly).  Availability of 
funds may be a more 
matter-of-fact reason for 
delay, particularly where 
seasonality can influence 

https://www.plsa.co.uk/Policy-and-Research/Document-library/2019-Corporate-Governance-Policy-and-Voting-Guide


http://pirc.co.uk/news-and-resources2/guidelines
http://pirc.co.uk/news-and-resources2/guidelines
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When looking at the countries of incorporation of those 13 companies, it was notable that only three countries were listed: 
Guernsey (6), Jersey (1) and England & Wales (6).

When these 13 companies are removed from the pool of companies proposing only interim or special dividends, it reveals that 
the true number of companies paying such dividends without going to shareholders for approval is not 45 but 32 companies 
(9% of the FTSE 350). 

Returning to look at those 32 companies paying only interim or special dividends without obtaining shareholder approval  
in any form, 17 were FTSE 100 companies (53%), and 15 were FTSE 250 (47%),  and over 75% were incorporated in  
England & Wales. 

Guernsey Jersey England and Wales

Approval of interim dividends—country of incorporation

Isle of Man ScotlandJersey

England & Wales Guernsey Ireland

Interim dividends without approval—country of incorporation
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As mentioned above, in the Government’s response document, a statement was made that the Government had asked the 
Investment Association to report on the prevalence of the practice of paying only interim dividends and therefore avoiding an 
annual shareholder vote on dividends. 

In an interview with the Investment Association in April 2019, LexisPSL Corporate was given insights into its ongoing research 
project on dividends being carried out at the request of BEIS. The Investment Association told us about the data it has been 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf
https://www.theinvestmentassociation.org/assets/files/BEIS_consultation_on_Insolvency_and_Corporate_Governance_-_IA_response.pdf
https://www.gov.uk/government/consultations/insolvency-and-corporate-governance
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf
https://www.theinvestmentassociation.org/assets/files/BEIS_consultation_on_Insolvency_and_Corporate_Governance_-_IA_response.pdf
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What data is the Investment Association looking at, and what methods are being used? 

The Investment Association’s dividends research process started towards the end of 2018. It has looked at one year’s 
worth of data on dividend practices across the whole FTSE All-Share Index. During the course of its research, it has 
contacted and spoken with many companies who were identified as paying only interim dividends to get an understanding 
as to why those companies are not putting forward an annual resolution to shareholders. The Investment Association felt 
that having this one-to-one contact with companies was very important, rather than looking at hard-statistics in isolation, 
so that it could find out whether companies have given consideration to their dividend payment practices and/or have 
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Martin Webster
Partner
Pinsent Masons LLP

Martin is based in the London office of Pinsent Masons and focuses on advising 
listed companies on a wide range of governance issues.  Martin is the editor 
and main author of the Institute of Directors’ leading publication, The Director’s 
Handbook, now in its third edition, and has contributed to the London Stock 
Exchange’s guide to Corporate Governance for Main Market and AIM Companies.    
He also lectures and writes extensively on governance and corporate law, as well 
as providing training for the boards and individual directors of listed companies.
He writes a popular one page monthly briefing for listed company directors and 
secretaries (available on request to martin.webster@pinsentmasons.com) and hosts 
well attended webinars for the firm's clients.
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