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The objective of this report is to examine how companies have responded to investor calls for better

disclosure of dividends, as highlighted in the Financial Reporting Lab’s (Lab) project report.

This report comprises four areas:

 A summary of the findings from the ‘Disclosure of dividends - policy and practice’ report;

 How practice is changing based on the Lab’s review of dividend disclosures in annual reports published

between December 2015 and July 2016;

 Examples of good practice; and

 Areas for further improvement.
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In November 2015, the Financial Reporting Lab published a report ‘Disclosure of dividends – policy and

practice’.

The project involved input from 19 companies and 31 investment organisations. The report recommends

enhancements to dividend policy and dividend practice disclosures.

Dividend policy disclosures - Lab project participants identify good disclosure as providing:

• an understanding of the board’s considerations in setting the policy,

• the rationale for the approach selected, and

• sufficient detail to understand how the policy will operate.

Dividend practice disclosures - Lab project participants identify good disclosure as including:

• the key judgements and constraints considered by the board in applying the dividend policy,

• the availability of dividend resources (cash and distributable profits) to pay dividends, and

• clear linkage from the disclosed policy to the application of the policy in the period.

Bringing together various elements of disclosure to provide a focused narrative is helpful to investors.

https://frc.org.uk/Our-Work/Publications/Financial-Reporting-Lab/Lab-Project-Report-Disclosure-of-dividends-%E2%80%93-poli.pdf
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Dividend resources

An area of particular interest to investors is the availability of resources needed to pay a sustainable dividend 

stream. Investors highlight that, they:

• consider that disclosure of dividend resources (cash and distributable profits) is useful. 

• consider the information particularly relevant in circumstances where the ability of the company to pay 

dividends is, or might be, constrained. 

• suggest a range of disclosure reflecting overall position of the company, they describe the following 

scenarios where dividend resources of the parent may be: ‘Abundant’, ‘Sufficient’ or ‘Insufficient’. The Lab 

produced the following aide which companies might like to use when considering relevant disclosure. 



Summary of project report – Dividend resources aide
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Most investors expect the level of disclosure to increase as dividend resources become more constrained

Dividend  

resources at  

Parent Company

Abundant resources in 

comparison to proposed 

dividend

Sufficient resources in 

comparison to proposed 

dividend

Insufficient resources available to 

deliver dividend in accordance with 

the policy

Cash Disclosure that puts cash resources in context of dividend e.g. 

refers to cash disclosures  (or provides disclosure) that helps 

indicate sufficient cash available at parent.

Statement that confirms there are 

insufficient accessible cash resources 

available to pay the proposed dividend, and 

actions planned to source cash, to fund the 

proposed dividend.

Distributable

profits

Statement that the company 

has  distributable reserves 

to pay ‘x’ years of  dividend 

at the current level (or in line 

with  the dividend policy); or

Numerical: distributable profit

balance.

Statement that the board has 

assessed the level of distributable 

profits and is satisfied they are 

sufficient to support the proposed

dividend; and/or

Numerical: distributable profit 

balance; and

See table below (if applicable)

Statement that confirms the dividend has 

been modified, due to limited distributable 

profits and;

Statement that provides understanding of 

the context (e.g. indicate actions being 

taken to address the issue); and 

Numerical: distribution profit balance; and

See table below (if applicable)
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Narrative disclosure which gives context as to the capacity of the group to pass cash to  the parent and generate

distributable profits at the parent.

Where

Narrative or numerical disclosure which gives context to the entities that are significant to providing  the parent company with cash 

and/or distributable profits (linking to risks as appropriate).

How

Narrative disclosure which gives insight into the group’s processes around moving cash and/or  generating distributable profits at 

the parent company level.
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Scope of the review

In Summer 2016 the Lab undertook a review of FTSE 350 dividend disclosures to assesses how practice 

changed following our November 2015 report.

In order to identify change the Lab used key search terms to indicate development in company disclosures 

between December 2015 and July 2016. 

177 companies published their annual reports in the scope period, our key term search identified 120 annual 

reports for detailed review, of which the Lab noted enhancements in reporting from 28 companies. 

Future PeriodReview PeriodReport Released
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Key areas where companies enhanced disclosure include examples that: 

1. explain the details of the dividend policy and how it is intended to operate (11 companies); 

2. add context on factors considered in adopting the policy with some including the approach to capital 

management (4 companies);

3. explain the relevance of dividend resources (16 companies) by:

I. providing a distributable profits figure for the parent company, or;

II. confirming the sufficiency of distributable profits (and for some cash) for dividends, or;  

III. providing insight on availability of distributable profits at the level of significant operations below 

the parent;

4. bring together disclosure related to dividends (1 company). 



Examples of good practice - disclosure that details the policy and provides 

insight into factors relevant to the setting of the dividend 
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Carillion note the factors and risks the

board consider in setting the policy.

Carillion describe what progressive means

in the perspective of the company and give

some historical context.

Carillion discuss the dividend resources;

distributable reserves and cash resources

available to support the dividend.

What is useful



Examples of good practice - disclosure which provides information on 

dividend resources
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Drax provide a link through to

disclosures around availability of

cash within the group, and

provides an indication of where

the cash resources sit.

Drax disclose the value of distributable

reserves within the parent and provide a

statement relating to availability of distributable

reserves within the wider group.

What is useful



Examples of good practice - disclosure which confirm sufficiency and 

availability of distributable reserves, narratively
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SIG confirm succinctly the 

sufficiency of distributable 

reserves, giving some 

perspective on forward 

availability and the source of 

reserves.

SIG shows how the current 

year dividend relates to their 

policy.

What is useful



Examples of good practice - disclosure which brings relevant dividend 

information together

11

Lab implementation study: Disclosure of dividends – policy and practice

United Utilities have introduced a

comprehensive section which brings key

aspects of disclosure about dividends

together. The disclosure covers:

• The nature of the policy

• The approval process

• The level of distributable reserves

• The flow of cash from subsidiaries

• The sustainability of the dividend; and,

• The risks to the dividend policy.

What is useful

NB: The relevant text extracts are enlarged on the next page.



Examples of good practice - disclosure which brings relevant dividend 

information together
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Areas for further improvement
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The Lab is encouraged by the improvements made by the 28 companies identified in this study. However,

there remain a large number of companies who might benefit from implementing the Lab’s findings,

improving their communication with investors. We hope more companies improve their disclosure in the

coming reporting season.

The study notes that improvements identified often focus on additional disclosure around distributable

profits; however, enhancements in the following areas would also be welcomed by investors:

• more detailed disclosure of how dividend policies operate in practice, with more clarity on factors

considered in both the setting of the policy and in dividend declaration; and

• disclosure of risks and constraints where they impact dividend policy and declaration decisions

(especially pertinent to concerns around pension deficits, the potential impact of Brexit and other

factors that may have a bearing on capital management decisions).



Published reports
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Financial Reporting:

• Business model reporting

• Accounting policies and integration of related financial 

information

• William Hill plc – accounting policies case study

• Debt terms and maturity tables 

• Net debt reconciliations 

• Operating and investing cash flows 

• Presentation of market risk disclosures 

Governance:

• Reporting of Audit Committees 

• A single figure for remuneration

• Reporting of pay and performance 

Thematic:

• Corporate reporting in a Digital World - Digital present

• Towards Clear & Concise Reporting 

• Disclosure of dividends – policy and practice

https://www.frc.org.uk/lab
https://www.frc.org.uk/lab

