
In The Boardroom:  
GC100 guidance on directors’ duties

Stakeholder considerations

The GC100 published in October 2018 new guidance on 
directors’ duties under S172 Companies Act and stakeholder 
considerations1. This is of particular importance as certain 
companies (mid and large size) now have a duty to report, in a 
S172 Statement, how directors have had regard to stakeholder 
factors set out in Section 172.

The GC100 is the voice of general counsel 
and company secretaries working in FTSE 
100 companies. The guidance provides 20 
pages of practical help for directors.

It emphasises that the decisions and 
choices made by company directors are 
key to the success of their companies. In 
making these decisions and choices, it is 
good business sense for directors to think 
not only about shareholders’ interests, but 
also about other factors which will affect 
the success of the company. 

These include, for example, the interests of 
the company’s employees, the needs of its 
customers, and relationships with suppliers 
and other stakeholders.

The Companies Act 2006 supports this 
good business sense approach. Section 172 
imposes a general duty on every company 
director to act in the way they consider, in 
good faith, would be most likely to promote 
the success of the company for the benefit 
of its shareholders as a whole. 

Discharging the duty under section 172
The duty is owed to the company, 
not directly to shareholders or other 
stakeholders. It starts with the benefit of 
shareholders as a whole as its goal. That 
is because shareholders are the owners, 
and the company is ultimately run for their 
benefit. But the law recognises and requires 
that stakeholder factors need to be part of 
the assessment. This is about recognising 
the context in which the company operates: 
each company affects others as well as 
its owners and future owners and how it 
affects those others will impact its success. 
Therefore, as directors carry out their role 
as directors, they should have regard to 
how the company’s activities and their 
decisions or input will impact:

 – employees

 – suppliers

 – customers

 – others with whom there is a business 
relationship

 – the community and the environment

 – the company’s reputation for high 
standards of business conduct

1. This article was written by Danny Hall for North West Business Insider Magazine in November 2018.



Contact our team

Aleen Gulvanessian
Head of Boards and Governance

T. +44 207 919 4799
aleengulvanessian@eversheds-sutherland.com

For all directors, the guidance notes that the job is not 
to balance the interests of the company and those 
of other stakeholders. Instead, after weighing up all 
the relevant factors, directors must ask which course 
of action they consider best leads to the success of 
the company, having regard to the long term. The 
guidance points out that this can sometimes mean 
that certain stakeholders are adversely affected, but 
this does not call into question decisions made.

The guidance recommends five specific 
things to help directors embed section 172 
in decision making in companies

Strategy: reflect the section 172 duty when directors 
set and update the company’s strategy.

Training: establish and attend training courses on 
induction to the board, with ongoing updates on the 
section 172 duty in the context of directors’ wider 
duties and responsibilities.

Information: consider, and arrange to receive, the 
information needed on appointment and going 
forward to help directors carry out their role and 
satisfy the duty.

Policies and process: put in place policies and 
processes appropriate to support the company’s 
operating strategy and to support its goals in the  
light of the section 172 duty.

Engagement: consider what should be the company’s 
approach to engagement with employees and other 
stakeholders for your company, whether through 
board engagement or wider corporate engagement.

The guidance states that the correct culture is the 
over-arching theme. As the board seeks to determine 
or discuss the culture of the company, the guidance 
recommends directors consider how they propose 
to embed in the habits and behaviours of board, 
management and employees a culture which, in its 
pursuit of success for the benefit of shareholders 
as a whole, is consistent with the company’s goals 
in relation to stakeholders, whether employees, 
customers, suppliers, local communities, the 
environment or others affected by or engaging with 
the company’s activities.

Reporting on performance of the duty
For companies that are required to prepare a strategic 
report in their annual report, a new duty to report, 
in a section 172 statement, on how directors have 
regard to the stakeholder factors set out in section 
172 has been introduced by the government and a 
new requirement for website disclosure of the section 
172 statement has been introduced. These apply to 
mid and larger companies with a turnover of over 
£36million or more than 250 employees.

The guidance also provides, as a detailed example,  
the process a board of a global supermarket could 
follow when considering scaling back product lines 
as a result of pressure from low-cost competitors.
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For financial years from  
1 January 2019, companies in 
scope will have to produce a 
statement setting out how they 
have complied with Section 172 
of the Companies Act 2006.

http://eversheds-sutherland.com

