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FRC publishes annual review of corporate governance 
reporting against the UK Corporate Governance Code 

Boards of listed companies that follow the UK Corporate Governance Code 

(Code) may be interested to know that the  Financial Reporting Council (FRC) 

have published their annual review of corporate governance reporting. The review 

looks at the first round of reporting on the application of the 2018 Code. 

The FRC note that whilst they have found examples of good reporting, overall, 

they are disappointed with the response to the revised Code.   

What has the review highlighted? 

Whilst the review goes into some detail about the FRC’s findings, some of the key 

themes emerging for listed companies to be aware of include: 

• There is a tendency to claim full compliance with the Code, which has led 

to ‘tick-box’ practices. Companies should be clear and transparent about 

the Provisions they have not complied with. 

• More work is required in relation to disclosures around purpose and 

culture. Companies should have a well-defined purpose and clearly show 

the progress towards achieving it. Work is required in terms of monitoring 

culture, with only a minority of companies setting out in detail how they 

plan to assess their culture. 

• Where the Chair has remained in post beyond nine years from the date of 

their first appointment to the board, companies need to provide a clear 

rationale for the extended tenure.  

• The FRC expects to see an improvement in reporting on succession 

planning, and improved cohesion between diversity commitments, board 

evaluations and succession plans.  

• Companies should have both a board and a workforce diversity policy, and 

those that have not published their policies or easily signposted them are 

expected to do so next year. Companies that use merit as a justification 
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for not actively pursuing diversity policies should demonstrate how their 

approach brings about diversity in the boardroom and workforce. 

• As regards remuneration, reporting was found by the FRC to be 

disappointing in relation to KPIs, pension contributions and workforce 

engagement. Companies should clearly show the impact of engagement 

within the workforce in relation to executive remuneration policy, and of 

engagement with shareholders on remuneration policy and outcomes. 

• The review comments at length on stakeholder engagement. The FRC 

expects companies to identify their key stakeholders and explain their 

relevance in the context of their strategy. Companies should also be 

identifying key issues relating to each group. The FRC expects companies 

to both report on how the company has engaged with its key stakeholders 

and on the steps it has taken to understand the views of stakeholders. The 

FRC also expects further clarity on how companies engage with the 

workforce. 

• Whilst the Code does not include any specific Provision on environmental 

issues, the FRC expects all Premium listed companies to consider the 

impacts of climate change on their business model and report on the 

actions they are taking to mitigate climate-related risks and ensure 

resilience and long-term success. The FRC draw on their recent climate 

thematic, and note that many companies have clear governance 

structures in place for the identification and management of climate 

related risk, but it was often unclear whether climate considerations had 

been given sufficient attention on board agendas. 

What next? 

The FRC has identified a number of areas where they consider there to be room 

for improvement in the way that companies report against the Code. The FRC 

review comes shortly after the FCA review of corporate governance disclosures by 

listed issuers, which also highlighted a number of areas where the FCA felt that 

corporate governance disclosures by listed companies could be improved.  

The FRC notes that the year ahead brings even more challenges for boards as 

they look to manage the risks of Brexit, Covid-19 and climate change. The FRC 

intends to monitor how companies report on the impact of risks and how boards 

are responding in terms of improving their governance.  

Useful links 

FRC Review of Corporate Governance Reporting  

Disclaimer 
This information is for guidance purposes only and should not be regarded as a substitute for taking 

legal advice. Please refer to the full ton our website. 
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