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Commisaioning Letter

\.F.F. Research Lid

5D Floor, St Magnus House,
3 Lower Thames Streat
Londan; . '

EC3R 6HD

Wednesday, 10 April 2019
Dear Sira,

BEIS Ressarch and Evaluation Framework Agresment — Lot 1
Employee Perceptions of Governance Reform

CR18027

Thank you for your reeponss ta the Specification for the abova commission by the
Dapartment for Business,Energy and industrial Strategy (BEIS) (1ha Gustomer) through the
BIS Research and Evaluation Framework detad 2 January 2016 between (1) Secriary of
State for Business, Innavation and Skille; and (2) LF.F. Ressarch Ltd (the Framework

Agreamant).

Appand: A.  Spealfication for Employaa Perceptions of Govemnance Refarm
Appendix: B. Tender datad 26" March 2018 -

Annex: - A, General Data Protection Reguiations (GDPR)

The Department for Business,Ensrgy snd Indusirial Strategy (BEIS) acospts your Tender
(Annax B), submittad In responee to our Specifioation (Annex A).

The Cell-Off Tarme and Conditians for this Contract ara thass sat aut In Bchedule B o the
Framework.

‘The sgreed total charges for thia assignment sre £ 74,084.48 exclusive of VAT which should

ba added et tha prevalling rate, as datalied balow;

Polaris I4ouse, North Star Averass, Bwindan, Whishire, EN2 1FF s uiibs.couk FLALLSH APR 2015

UK Enmed By £3) niy Lt (UK BBS) Rogelaryd in Grgrana and Wgs a9  sama soinan
m;mﬂym-ﬂ:‘u‘:ﬁm e r-i':nm VoIt Bl Avghue, Qwesazn UnIWTE BNZ |FF !
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The agreei invoice achedule is as follows:

ii*-- |

All Involces should be sent to ahouki be sent to fipangefearvic co.uk or Bilingham (UKSBS,
Queensway House. Went Pmlnel. Bllllnghnm. TS23 2NF). A oopy nl Ihe involca shouki be sant o
8

You ere raminded that any Customer Intelisctua! Property Rights provided In orderto perform the
Servicas will remain tha properly of the Customer. The following dellverablas hava besn agresd;

The Survices Commencement Date ls Thureay, 11" April 2010

The-Complation dats Is Friday, 30 August 2018

The Contract may be terminaled for canvanience by giving 30 days’ noﬂea In accdrdance wilh cléusa
'38 of the Call-off Terme and Conditions.

Your Involce(e) for thia work must inciuda the following information:
Commiesion number: CR18027

The Aulhorised Representailva for thia Commiesion will ba B who can be contacied al
SR

Unt) the dete of publication, findinga from el Project cutpula ehall be treatad as confidential,
Findings shall not bs rajeasad to the press or diszeminated in any way or at any time priorto

publication withoul approval of the Depsriment.

This clauss appliea &t all imes prior o puhllnaﬂnn of the final ruput Where the Contractor wishes lo
Issiie a Presa Noiice or olher publiclty malarial containing findings fram the Prajeci, notiflostion of
plans, inaluding timing and drafte of planned releaaes shall ba submitted by the Cantractor to tha
Project Mamager at least one wesk before the Inlended date of relaase and befare any agresment lp
made with press or ather axtemnal audiences, to aliow tha Deparimant {ime to comment on fectual
accuracy, All Presa Notices releasad by the Dapariment or the Contractar whall stats tha full ille of the
research report, and Include a hyperiink to the Daplmnenl'n research web pagas, amd By bther web

pagea a8 relevant, to gocese Ihe publicetion/e. .

“This clause appiiea at all imes prior to publication of the final report and within one month
from the data of publination. Where tha Contracior wishes ko presant findings from the .
Project In tha public domain, for exampla at confarences, seminars, or in joumal ariicles, the

Contrector shal neilfy ihe Project Manager bafore any agreemant le meds with uxiemal
audiences, ta aliow the Dapartmen thme to aonelder thes requas(. The Centmctor shall only

present findings that will already be In the public damein at the time of presentalion, uniess
otherwiae agreed with the Dtpurlmont

Congratulations on your succeas In being selectad to Lndertake this Cammission.
g i U s 3 R il - =
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Yourq |Inun_ly

UK Shlnd Businasa Serviass Lid

BY SIGNING AND RETURNING THIB COMMIGSIONING LETTER THE SERVICE' PROVIDER
AGREES {o enter a legally binding contract with the Cusiomer to provids to tha Cusiamer the
Services spacified in this Commissioning Letier and Annexsa incorporating the rights and obligations
hlh-clll-dme-ndcondlﬂomutomlnthmmrkam




Priorto thesa regulations coming Into effect, tha Companies Act (2006) pravides for a

.The corporate governance reforms are being put Into place to address corporate
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- Appandix A - Specificetion

1. Beckgound |
The Companies (Miscellaneous Reporting) Regulations 2018 will come Into effact for
companies méeting specified requirements and apply to reporting on finenclal years
starting after 1 January 2019.! It requires new reporting on various corporzte
povernance |ssuas, Incduding directors’ duties to raport on how their decision-making |
affects the environment and community, business relationships across stakeholders,
and to long-term consequences of decisions, -
A cantrally important espect of the regulstiona focuses on employse angagamant.
In their directors’ reports, qualifying companles must summarise how directors have
engaged with employees and considered thelr Interasts, and haw this-hes affected
decislon-making. - : t
Non-legislative reforms also feature In the package. of changes, The UK Corporate I
Gavarnance Code 2010 Introduced by the FRC and to come Into affect on 1 Jsnuery
2019 pravides for the following for companies with 8 premium listinp, on p ‘comply or
explein’ basis:? - . ' |
The hoard shduld umdarstand the views af the company’s othar kay stakeholdars and . -
desaiba n the annual raport haw thelr Interests and the matters set sut In section 172
of the Companles Act 2006 hava been considared In board discussions and decision-
making. The boird should keep enpagemant mechanisms under reviaw 3o that thay |
remain effective. For engagement with the workforce, one or m combination of the
fallowing methods should be used: . s '
" w * ndiractor appointed from tha workforee; |
s  n formal worklarce sdvisory panael;.
» . a designated non-executiva directar.
- Ir the board has not chosen ona or more cf thase mathods, (t-should explain what ‘
altemative arrangements arw In place and why It considers that they are eNective.
The Campanlies (Miscellaneous Reporting) Regulations 2016 2lso concern puy ratios.
Quoted companies with >250 employesa must also publish. tha ratio of the/r CRO's
total remuneration (the Single Figure of Total Remuneration, or STFR) to the
eqyivalent remuneration of thelr UK employees, at the median and the 25th and 75th
percentiies. Thay must axpliin changes ta these ratics over tima and whether the
median ratio Is viewed as being consistent with the company’s palicies on employee
pay. This Is on tha back of wvidence of concarn sbout levels of axecutive pay and tha
tendency for the wider public to underestimate the gap between employee and CEQ

trianoual pay paolicy and en snnusl remuneration report but dees not require such
transparency around ppy nor the |evels of employee engagament specified In the
reforma..

' excasses and short termism that might undermine the Interests of wider stakehoiders, |

Induding amployees. In doing 8o, the reforms seek to Increase trust In business In the

| UK and maintalh the stréng reputation of the UK's framework: of cor jiorate - -

' The Companiss (M iscallansous Reporting) Reguistions 2018 G&A,
W LR ANS NS DO UAYELT 1wl Y sl AL1ONE .
*Comply or explain’ riiesna that eompaniea musl provide a clear JusiiNcuilon for non-compllance with tha Code, 5o
shareholkdera cun assean whether they ure contanl with the company's aliermullve appronch. The 1/R Corporute CGavernance’
Cade 2018 I available al: lijiva:rwery fre.orguk/dimeinrs oomargn e COMmarIe

E
I
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"govemanca, attracting Investmant.

Z Ams and Dbjectivie of the Project

We propose to undertake baseiine survey resesrch of a rapresentativa sampla of the
labaur foree In ¥stad fimma qualifying for two key reforms: the requirement o establish
a means of board angagement with employees, and the Introduction of pay ratios;,
prompted by tha Following regulations respectively: .

= Changes to tha UK Corpomts Governance Code 2018 :
» The Companies (Miscallaneous Reporting) Regulations 2018

The research sims to understand existing mechanisms for board engagenvent in Lne,
and worlears’ percaptions about their boards, befora the requirements of the reforms
need to be Aully met.

Full compliance should be uportcd on by the end of the financlal yulr starting after 1
Janvary 2019, so for UK firms the relevant reporting should occur with respect to end
of tha financial year on 30 April 2020, Researzh In the first haif of 2019 may pick up
on some changes made shead of time, but full implemantation will take some time ta
be ambeddad. (This explains ths ambitipus timetable for the work, 5o bidders are
requirad to speclfy how they will accommodate this and what contingenciea they will
put n place should thera ba delays.) '

The proposed resaarch will iook ta understand the degrea to which employean report
that they are approachud by their boards and remuneration commiteees and fesl
Informead and engaged; how far executive pay ks percelvad to be something remots
and out of control; whether employeas-feal involved in the decision making of the
company; and whether employees feel perks have been screpped st tha same tima us
starting Lo receive a higher wage, to tast for @ substitution effect. Employee
 percaptions will be viawed In tandem with consideration of the actual steps put in
place to encourage board engagament how far sre employees flmllllr with these
attempte? ;

The ambition will ba to rapaat thie research, with appropriate amendments to directly
undarstand effecta of tha implemaentation of the reforms, In approximately thres.years
(2022). This will enable comparisan of parceptions' before and after full .
implementation and test for differences in levels of engegement, trust, and
parceptions around execuliva pay. |
The work will provide evidence around whether a major stakeholder—the company’s |
workforce—[eals their Interdsts are beilng met. This has implicetions on trust In

business and tha reputation of corporata govemngnces In the UK. It will supplemant
monitoring work BEIS Ia undertaking araund other sreas of the reforma to answer
decizivaly, alter the repeated wave of tha research In approximately three years,

' whether the reforms are working or |F they nesd amendmant.

The survay I proposad to induda the following ranga of quastions:

» Ara workers currently engeged by thalr boarda or remuneration committees? If

80, how, when, end what are their perceptions of them? Are workars aware of

existing ways In to attempt to encouraga Baard engegement?

Do workers fesl Informad about the activiies of thelr boarda?

Do workers feel that the decisions of boards srs transparant?

How Invalved do woricars feal In the dedisions of thelr bo-dl'l

Do workers fael-they have a stake In thelr @ompen,?

B L e e T e i
Varsion 1.2
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¢ Do workers trust thelr boards?

o Do warkers think that pay dispersion Js fair?.

v Do workers undarstand the verious ways in which thelr executivas are
remunerated (in a later study thip can.specifically address pay retios, including
understanding of aalculation)?

« Do workers fasl they can Influenca exscutiva pay? , )

¢ Have warkers recelved a pay rise racently? If so, what percantaga Increase?

‘s Have warkars had any peris withdrawn from their remuneration package? If
50, did this occur st » similar tima to a pay rise? |

It s predicted that cognitive testing and the subsequent. findings from tha core
fleldwark may suggest that employees have limited awsreness of board behaviour or
find the topics remote. However, as baseline findings thase results are Interasting
rather than necessarily baing a flaw with tha guestions, ns Increasing bozrd visibility
and worker awarenass of board bahaviour Is B goa| of the carporata govemance |

reforms.







