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Steven Friel, CEO Woodsford

Welcome to the July 2026 edition of Woodsford Engage’s quarterly newsletter aimed
at stewardship, legal and operations professionals within institutional investors.

Woodsford Group is a global leader in collective redress. Our clients are investors

or consumers who have suffered financial loss following breakdowns in corporate
governance at major companies. Our institutional investor clients include most of the
top 100 global asset managers by AUM.

Upon identification of a catastrophic breakdown in corporate governance at a publicly
listed company, Woodsford Group is able to offer institutional investors a suite of

and solutions — the former includes notification of the corporate
governance failure, identification of financial losses suffered and organisation into
a group of affected investors for a collective and escalated engagement with the
investee company — whilst the latter ensures participating investors are financially de-
risked through the funding of the entire escalated engagement, up to and including
litigation if an amicable resolution cannot be achieved earlier.

In this edition, Professor Bobby Reddy and Professor Brian Cheffins of the University
of Cambridge assess the evolution of the UK Stewardship Code and whether it

can deliver meaningful shareholder engagement; Joy Zhang of Thomson Reuters
Foundation considers why responsible Al depends on clear accountability, practical
controls and organisational capability; and Laura Gardner and Irina Velkova of

Grant Thornton outline how the shift from TCFD to UK SRS will affect reporting
requirements, timelines and preparation for listed companies.

Thanks to our all contributors for this edition and we hope you, our readership, find
the articles both insightful and thought-provoking. If you'd like to contribute to future
editions, then get in contact with David Haughan at or
Rebecca D'silva at

If you missed our earlier editions, check them out


https://woodsford.com/about-us-engagement-solutions/
https://woodsford.com/about-us-financial-solutions/
mailto:dhaughan%40woodsford.com?subject=Engage%20Quarterly%20Contribution
mailto:rdsilva%40woodsford.com?subject=Engage%20Quarterly%202026%20Contribution%20Interest
https://woodsford.com/insights/

Is it the End of the Road
for Stewardship Code-
Driven Shareholder

Engagement?

\ ( A
Prof. Bobby Prof. Brian
Reddy Cheffins

University of Cambridge

Over the years, the U.K's Stewardship Code has been maligned and
praised in, arguably, equal measure. In our recent ol PEpicl, we

express doubts that the Stewardship Code has so far been successful in
fostering shareholder engagement.

We argue that the most recent
version of the Code has seemingly
reversed course with its approach to
engagement and that it is the end of
the road with respect to shareholder
engagement and the Stewardship
Code.

The Genesis of the Stewardship
Code (2008-2010)

The genesis of the Stewardship Code
as a formal code promulgated by the
Financial Reporting Council (FRC)
was off-the-back of concerns that
shareholders in Britain's publicly
traded companies had taken a
“hands-off” approach to corporate
governance during the 2008 global
financial crisis. There were hopes
that the Stewardship Code would
encourage shareholders to engage
with the companies in which they
were invested. The 2010 version of
the Code stated in its preface that
the aim of the Code was to “enhance
the quality of engagement between
institutional investors and companies

to help improve long-term returns to
shareholders”, and incorporated seven
engagement-related principles.

The Evolution of the Stewardship
Code (2012 & 2020)

The first major re-issue of the
Stewardship Code was in 2020, after a
2012 version which differed little from
its predecessor. The 2020 Stewardship
Code was substantially longer than
the previous versions of the Code,
expanding, among other things, the
seven original principles applicable to
institutional investors to twelve. The
most significant innovation of the
2020 Code was to steer institutional
investors to not just disclose the
extent to which their stewardship
policies aligned with Code principles,
but now also to disclose the outcomes
generated from applying those
principles, including outcomes

related to engagement with investee
companies.

Why the cha approach in 20207?


https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5579172

A major factor was a coruscating

of the FRC carried out by Sir
John Kingman in 2018 which argued
that the Stewardship Code was
ineffective and should be abolished
unless there was a fundamental

shift in approach. Additionally, the
2020 version of the Code was drawn-
up in the midst of a pro-regulatory
landscape. The FRC was the focal
point of the agenda of Theresa May,
who became Prime Minister in 2016, to
reform corporate governance for the
benefit of society more generally.
The FRC itself became part of the
regulatory agenda, with the Kingman
review recommending that the FRC
be replaced with a body with clear
statutory powers and objectives. It
was little surprise, therefore, that the
FRC threw a pro-regulatory Hail Mary
pass when it came to the Stewardship
Code.

The most significant innovation
of the 2020 Code was to steer
institutional investors to not
just disclose the extent to
which their stewardship policies
aligned with Code principles,
but now also to disclose the
outcomes generated from
applying those principles...

The U-Turn (2026)

In 2026, the Stewardship Code has
taken a U-turn. The number of Code
principles applicable to institutional
investors has been halved from
twelve to six, with only two directly
relating to shareholder engagement.
Significantly, requirements for
institutional investors to disclose

outcomes of engagement have been
substantively scaled-back.



https://assets.publishing.service.gov.uk/media/5c1bbe68ed915d7327b92162/frc-independent-review-final-report.pdf

Why th
were

in 20267 There

in reasons. First, a
combination of complaints that the
2020 version of the Stewardship

Code had drastically increased the
burden on institutional investors,

and sparse evidence that the new
shareholder engagement approach of
the Code had engendered meaningful
improvement, arguably painted the
2020 Code as an expensive dud.

Second, with respect to the regulatory
landscape, the mood music had
changed. By 2021, the assertion that
U.K. corporate governance was a force
for good that curbed the excesses

of corporate boards was beginning

to be eclipsed by concerns that
corporate governance had become

a burden for issuers and investors,

and a hindrance to economic growth.
For example, 2021 and 2024 reforms
to the UK Listing Rules governing
companies listed on the London Stock
Exchange following concerns that
overly burdensome regulation was
discouraging companies from listing
constituted the most substantial
overhaul in over three decades.

With the Government pushing
regulators to promote growth to
bolster a lacklustre economy, the
FRC's remit was expanded in 2023
to promote economic growth and
competitiveness. Doubling-down
on the 2020 Code by bolstering the
shareholder engagement outcomes
disclosure facet of the Code would
have been a hard-sell at the time the
FRC was consulting on the new 2026
Code.

The Future

What then for engagement under
the Stewardship Code going forward?
The 2010 and 2012 versions of the
Code did not foster the engagement
by shareholders envisaged, and

the robust outcome-oriented
approach of the 2020 Code did

not improve matters. Back to the
future, a reversion in 2026 to the
approach broadly taken in 2010 and
2012 is unlikely to be the catalyst to
meaningful shareholder engagement.
None of this should come as a

surprise. The investor profile of
UK public companies and a lack of

on the part of mainstream

institutional investors to engage

mean that widespread genuine

engagement will be exceedingly rare.

Litigation might be the answer.
The U.K. has a credible regime
under sections 90 and 90A of the
Financial Services and Markets


https://onlinelibrary.wiley.com/doi/full/10.1111/j.1468-2230.2010.00828.x
https://onlinelibrary.wiley.com/doi/full/10.1111/1468-2230.12636

Act 2000 under which investors

can litigate against companies in
relation to misleading information
and omissions in prospectuses and
periodic disclosures. That said, when it
comes to litigation being a deterrent
to ill-advised actions of boards, the
U.K. is a long way behind the United
States. Loser-pay rules, less favourable
contingency fee arrangements, and

a lack of opt-out class actions in the
securities arena all contribute to an
environment where it is more difficult
for shareholders to commence
litigation against boards to hold them
to account for poor behaviour. That is
a discussion for another day, but, for
now, the Stewardship Code cannot

be considered a major driver of board
accountability.

If indeed mainstream
shareholders are not regularly
monitoring and instigating
change in the companies in
which they are invested, perhaps

other avenues are required to

hold boards to account.

This article draws on the authors’
recent research paper, The
Stewardship Code and Shareholder
Engagement: The End of the Road,
forthcoming in the Cambridge Law
Journal, which examines the role of
the UK Stewardship Code in fostering
shareholder engagement. You can
read the paper here.

About the Authors

Bobby Reddy is Professor of Corporate
Law and Governance and Director

ofthe LLM at the
. His research focuses

on corporate governance, private
equity, company law and capital
markets, drawing on prior experience
as a corporate partner at Latham &
Watkins.

Brian Cheffins is the S.J. Berwin
Professor of Corporate Law and

Director of the MCL at the

of Cambridge. His work focuses on

company law, corporate governance,
law and economics, and business
history.
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Responsible Al Is Becoming a
Management Challenge, Not

a Technical One

Joy Zhang

Thomson Reuters

Foundation

Over the last two years, it has become fashionable to frame responsible
Al as a trade-off between innovation and caution. As generative Al

spreads across business functions, critics argue that governance risks
slowing progress and that companies should focus first on capturing
productivity gains.

Over the last two years, it has become
fashionable to frame responsible Al
as a trade-off between innovation
and caution. As generative Al spreads
across business functions, critics
argue that governance risks slowing
progress and that companies should
focus first on capturing productivity

gains. The reality is more complicated.

Artificial intelligence is no longer
confined to innovation teams. It

is increasingly becoming part of

the infrastructure through which
companies make decisions, manage
operations and interact with
customers. As with cybersecurity

or financial reporting, the question
is no longer whether Al should be
governed, but instead, whether
organisations can afford not to govern
it.

Yet many companies still appear to
treat responsible Al as a statement
of intent rather than a management
capability.

Analysis from the
Data Initiativg, covering almost

3,000 companies and more than

100,000 data points, suggests that
while 43.7 per cent of companies
publicly communicate an Al strategy,
only 13 per cent report alignment
with a formal Al governance
framework. Around 40 per cent
disclose board- or committee-level
oversight, but evidence of operational
controls, escalation pathways and
accountability mechanisms remains
much harder to find.

In many ways, this reflects a familiar
pattern. Companies often describe
governance conceptually. Policies,
principles and committees are visible.
What is less visible is how decisions
are made once Al systems are
deployed, who owns the risks, how
incidents are escalated and what
happens when things go wrong.

Governance, in other words,
frequently exists on paper before
it exists in practice. Part of the
challenge is that Al adoption is
moving faster than organisational
structures. New tools are appearing
across functions faster than

mMany businesses can map them.
Procurement teams, HR departme



https://www.trust.org/resource/ai-company-data-initiative-2025-insights/?utm_source=trf-linkedin&utm_medium=social&utm_campaign=aicdi-2026&utm_content=carousel
https://www.trust.org/resource/ai-company-data-initiative-2025-insights/?utm_source=trf-linkedin&utm_medium=social&utm_campaign=aicdi-2026&utm_content=carousel

compliance officers and technology
teams often find themselves speaking
different languages and operating
under different assumptions.

The result is fragmented
accountability. Technical teams focus
on performance. Legal teams focus
on compliance. Human resources
focus on workforce implications.
Boards focus on reputation. Our
conversations at Thomson Reuters
Foundation show that only a few
organisations have developed a
common operating model that
connects these perspectives in the
responsible Al context.

This raises a broader question about
what governance actually means.

As Al becomes embedded across
business functions, governance is
becoming less about individual tools
and more about how organisations
make decisions, assign responsibilities
and manage risks.

Financial reporting offers a useful
comparison. Companies do

not appoint a CFO and assume
accountability will take care of itself.

KEY STATISTICS

Around 40 per cent disclose
board- or committee-level
oversight, but evidence of
operational controls, escalation
pathways and accountability
mechanisms remains much
harder to find.

Instead, they typically establish
processes, clarify ownership and
create mechanisms that allow issues
to be identified and addressed. The
same process should apply to Al
governance.

Principles, ethical frameworks
and board oversight matter, but
governance becomes meaningful
when these commitments are
translated into responsibilities and
processes that work under real
conditions.

The real test is not whether a
company publishes principles. It is
whether somebody knows which
systems are in use, who approved
them, what data they rely on, how
performance is monitored and where
responsibility lies when failures occur.

Across 2,972 companies:
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53 per cent of these companies
cite the EU Al Act as their
reference framework
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These questions are neither

technical nor theoretical. They are
management questions. This also
suggests that responsible Al does

not necessarily require entirely new
structures. Many organisations
already possess governance
mechanisms through cybersecurity,
operational risk and internal
controls. Integrating Al into existing
committees, clarifying ownership and
establishing escalation routes may
prove more effective than creating
parallel governance systems. The
most overlooked challenge, however,
is organisational capability.

Governance failures are rarely caused
by algorithms alone. More often, they
emerge when systems evolve faster
than institutional understanding.

As Al becomes embedded across
procurement, legal functions,
human resources, customer service
and operations, different parts of

the organisation are increasingly
expected to make decisions about
technologies they may not fully
understand.

Boards do not need to become Al
engineers, but they do need enough
fluency to challenge assumptions,
understand trade-offs and ask
whether accountability is clear when
systems fail. Management teams
need visibility over where Al is being
used, which external providers are
involved and whether responsibilities
are clearly documented. Employees
need to understand how Al

affects their roles, what rights and
responsibilities they retain, and where
concerns can be raised.

Different parts of the organisation
naturally require different forms of
understanding. As our responsible

Al training that is developed for
corporate management emphasises,
effective governance does not
require everyone to become
technical specialists. Board members
need enough understanding to

ask the right questions. Risk and
procurement teams need visibility
over third-party dependencies and
data governance. Employees need
clarity on how Al-enabled changes
affect their work and where concerns
can be raised. The objective is not
technical mastery, but a shared
understanding that allows better
decisions to be made across the
organisation.

Some organisations are also
recognising the importance of
maintaining inventories of material
Al systems, documenting third-party
dependencies and establishing
common languages between
technical and non-technical teams.
These may sound like operational



details, but they often determine
whether governance functions
effectively in practice.

This matters, because trust in Al is
unlikely to be created through policies
alone. Like cybersecurity or financial
controls, responsible Al depends

on whether people throughout the
organisation possess enough shared
understanding to exercise judgement,
challenge assumptions and respond
when circumstances change.

The debate around responsible Al
often swings between two false
choices. On one side are those who
argue that regulation will inevitably
stifle innovation. On the other are
those who imply that principles
and policies alone can guarantee
trustworthy Al.

Integrating Al into existing
committees, clarifying
ownership and establishing
escalation routes may prove
more effective than creating
parallel governance systems.

Neither position captures reality.
Innovation and trust are not
opposing forces. Trust is part of the
infrastructure that allows innovation
to scale.

As Al becomes woven into the
foundations of business, the
organisations that succeed may

not necessarily be those with the
most sophisticated models. They
may be the ones with the strongest
institutional capacity to govern them.
In the end, responsible Al is unlikely
to be delivered by policies alone.

It will depend on whether people
throughout the organisation
understand enough to ask better
guestions, make better decisions and
respond when things go wrong.

About the Author

Joy (Chi) Zhang is the Head of Data
Insights and Investor Stewardship at

the Thomson Reuters Foundation.

She has experience integrating
ESG, climate risk, and sustainability
frameworks across investment
strategies, including Private Equity,

Green Bonds, and Equity.
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Are Listed Companies
Ready for the UK's
New Sustainability

Reporting Era?

Grant Thornton

Focusing on climate-specific disclosures, UK SRS S2 replaces TCFD

in its entirety and reporting will be mandatory for all listed firms for
financial years starting on or after 1 January 2027.

Under current UK listing rules,
in-scope companies must make
sustainability disclosures in line
with the Task Force on Climate-
related Financial Disclosures (TCFD)
framework, on a comply or explain
basis. Once the gold standard,

the framework has since been
replaced by the IFRS Sustainability
Reporting Standards — developed
by the International Sustainability
Standards Board (ISSB) — which are
being adopted in the UK as the UK
Sustainability Reporting Standards Sl
and S2 (UK SRS ST and S2).

The UK government published

its plans for UK adoption in June

2025 and subsequently launched

a consultation in January 2026.

This consultation has now closed.
Following a review of the consultation
responses, the government expects to
publish a Policy Statement in autumn
2026, with the rules coming into force
from 1January 2027.

We set out below the key principles in
K's plan for adoption of the IFRS

tainability Reporting Standards,
bject to any changes arising from

n

the consultation.

Mandatory climate reporting under
UK SRS S2

Focusing on climate-specific
disclosures, UK SRS S2 replaces TCFD
in its entirety and reporting will be
mandatory for all listed firms for
financial years starting on or after
1January 2027. While TCFD was
principles-based, the new standard
is more prescriptive and less flexible,
with more specific disclosure
expectations around risk assessment,
financial impacts, and transition
planning. Key points of note include:
® greater detail on governance and
oversight
® expanded metrics, including sector
specific disclosures
® more explicit requirements to
qguantify financial impacts
® enhanced expectations for
scenario analysis and transition
planning.

As such, companies’ processes,
data, systems and Ml will need to be
expanded and updated to meet the
new requirements.

Irina Velkova



While TCFD was principles-

based, the new standard is
more prescriptive and less
flexible, with more specific
disclosure expectations around
risk assessment, financial
impacts, and transition

planning.

Scope 3 emissions remain ‘comply or
explain’

UK SRS 2 includes disclosure of scope

12

3 emissions. This covers all indirect
greenhouse gas emissions from the
business and the broader value chain,
through activities such as transport,
investment or distribution (to name

a few). As such, it's inherently tricky

to measure and track, although it
was included in the earlier TCFD
framework.

Acknowledging these challenges, the
FCA is proposing a comply or explain
approach to scope 3 emissions, with
an optional one-year transitional
period — bringing implementation to
financial years starting on or after 1
January 2028. This will give firms more
time to update systems and controls.

Comply or explain under UK SRS S1

Recognising a wider range of
challenges pertaining to sustainability-
related financial risks and
opportunities, the FCA is proposing
that listed organisations can report
under UK SRS 1on a comply or explain
basis. This is a new direction for listed
firms as it goes beyond the original
TCFD disclosure framework which
focussed on climate. Companies can
draw from standards developed by
the Climate Disclosure Standards
Board (CDSB) covering water and
biodiversity, the Sustainability
Accounting Standards Board (SASB) in
preparation for disclosing against UK
SRS S1. To support organisations, the
FCA proposes a two-year transitional
period with reporting applying to
financial years starting on or after 1
January 2029.

Transition plans



The FCA isn't mandating disclosure of
transition plans. However, companies
must disclose whether they have
published a transition plan and if not,
explain why in their annual financial
report.

While the FCA references the
Transition Plan Taskforce (TPT)
framework, as a market-led
framework, it encourages firms to
consider the IFRS Educational Material
for guidance and greater international
comparability.

Assurance requirements

Third-party assurance isn't mandatory
for now but, where listed companies
have sought it, the FCA is proposing
greater transparency over its

extent and quality. This follows the

Government's proposed
tegistration regimg to confirm that a

third-party organisation is qualified

to give that assurance. To enhance
transparency, the FCA is asking listed
companies to disclose (in their annual
report) whether they've gained third-
party assurance over UK SRS S1, S2 or
transition plans. If so, they should give
details of the assurance provider, what
they've gained assurance over, which
assurance standards were applied and
where the report can be viewed.

International companies
International companies with a
primary listing in another jurisdiction
may follow a more flexible approach.
The FCA notes that these companies
are mostly incorporated in countries
that are adopting IFRS S1and S2. To
avoid duplication of effort, firms must

include a statement in their annual
report to outline what climate or
sustainability disclosure standards or
transitional plans they're subject to in
their primary listing location (on either
a voluntary or mandatory basis), which
relate to equity shares. The same rules
apply to companies listed under the
depositary receipts category.
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Getting started

UK SRS will have a significant impact
on listed organisations and the wider
value chain and it's important not to
underestimate the scale of the project.
As such, companies need to establish
effective project teams, with the right
mix of regulatory, sustainability and
data skills to keep the project moving
forward on target. Key dates to note
are:

® 20 March 2026 - consultation closes


https://www.gov.uk/government/consultations/assurance-of-sustainability-reporting/outcome/developing-an-oversight-regime-for-assurance-of-sustainability-related-financial-disclosures-government-response-to-consultation-web-version
https://www.gov.uk/government/consultations/assurance-of-sustainability-reporting/outcome/developing-an-oversight-regime-for-assurance-of-sustainability-related-financial-disclosures-government-response-to-consultation-web-version

® Autum 2026 - policy statement
due

® 1January 2027 - rules apply for
accounting periods after this date

® 1January 2028 — scope 3 emissions
relief period ends

® 1January 2029 - UK SRS Sl relief
period ends

assessment to reassess financial
materiality across a wider range
of sustainability topics, build
capabilities and prepare for new
reporting requirements.

® Consider —as an in-scope firm or
part of the wider supply chain —
what data will be needed covering
key areas such as emissions,
climate risk, sustainability,

Companies must disclose o
governance, policies and

whether they have published procedures.

a transition plan and if not,

explain why in their annual Recognising the significant work

financial report. ahead, a proactive approach towards

To get started with the UK SRS, key
activities for organisations include:

® Perform a gap analysis against
current reporting to identify
new processes, additional data
requirements or areas for improved
governance and controls.

® Build a multi-year global reporting
roadmap to identify synergies
across parallel sustainability
regimes such as CSRD, SDR or IFRS
S1and S2 adoption noting cross
jurisdictional challenges, points
of divergence and additional data
requirements.

® Carry out a materiality

o8,
Y X

UK SRS adoption will help companies
Mmaintain a smooth transition, with
minimal disruption to their business,
customers and wider supply chain.

About the Authors

Laura Gardner is Director of ESG and
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In other news...

ICGN Future Leaders Exchange at
Woodsford: The Board of the Future

Future editions

If you or your colleagues would like
to contribute to future editions of
Engage Quarterly covering all
things escalated engagement and
stewardship, then get in touch

with David Haughan at dhaughan@l

&oodsford.cog or Rebecca D'silva at
tdsilva@woodsford.cog.

Contributions from institutional
investors, professional advisors and
academics would be particularly
welcome. Similarly, should any of your
colleagues wish to be added to our
distribution list then let us know.
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