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Corporate governance reforms implemented through the 
Companies (Miscellaneous Reporting) Regulations 2018 
(“Reporting Regulations”) and the revised UK Corporate 
Governance Code 2018 apply to accounting periods beginning 
on or after 1 January 2019. As such, whilst reporting on the new 
corporate governance requirements will not take place until 
2020, both private and traded companies need to prepare for 
these changes now.

Companies (Miscellaneous 
Reporting) Regulations 2018 
The Reporting Regulations came into force 
on 1 January 2019. One of the key themes 
of the Reporting Regulations is stakeholder 
engagement, going wider than just the 
company’s shareholders. 

‘Large’ companies1 (both private and traded) 
will need to report on how the directors 
have complied with their duty to have 
regard to matters set out in section 172 of 
the Companies Act 2006 (duty to promote 
the success of the company for the benefit 
of its members as a whole). 

The Financial Reporting Council has 
published updated guidance to assist 
companies, and companies should also 
bear in mind that the GC100 published 
guidance on section 172 and stakeholder 
considerations in October 2018.

In addition, large companies will have to 
report on how the directors have engaged 
with suppliers, customers and others in a 
business relationship with the company. 
Companies with more than 250 UK 
employees will have to describe how they 
have engaged with employees and taken 
account of their interests.

1.  Broadly, large companies are those meeting two out of three of the following: turnover of more than £36m; 
balance sheet total of more than £18m; and more than 250 employees.

2.  This will catch companies which satisfy either or both of the following: 2,000 or more global employees;  
or global turnover over £200 million and a balance sheet total over £2 billion globally. 

A key theme of the Reporting Regulations is skateholder 
engagement, going wider than just shareholders. 

https://www.frc.org.uk/getattachment/fb05dd7b-c76c-424e-9daf-4293c9fa2d6a/Guidance-on-the-Strategic-Report-31-7-18.pdf


‘Very large’ private companies and companies on 
AIM2 will also be required to report on their corporate 
governance arrangements. It is expected that the 
Wates Corporate Governance Principles for Large 
Private Companies will be widely adopted by private 
companies as their chosen corporate governance 
code. The final Wates Principles were published in 
December 2018. See our briefing here for further 
details. 

There are additional requirements for quoted 
companies (ie those on the main market but not on 
AIM) regarding pay ratio reporting and reporting on the 
effect of future share price increases on executive pay 
outcomes. See our briefing here for further details. 

Listed companies: UK Corporate 
Governance Code 2018 
The UK Corporate Governance Code 2018 (”2018 
Code”) applies (in general) to listed companies for 
accounting periods beginning on or after 1 January 
2019. The 2018 Code is shorter and sharper than the 
2016 Code, with more focus on the principles. 

Key differences between the 2016 and 2018 UK 
Corporate Governance Codes

Some of the key differences between the 2018 Code 
and the 2016 version that companies may need to 
prepare for are as follows:

 – If there is shareholder opposition of more than 20% 
to a resolution, the board will have to consult with 
shareholders and explain its actions in an update to 
shareholders. Companies will need to be ready to 
comply with this requirement during the course of 
2019.

 – Boards must have a mechanism for workforce 
engagement. Options include the appointment of a 
director from the workforce, a workforce advisory 
panel or designating a non-executive director. 

 – Other demands on directors time and significant 
commitments should be taken into account before 
appointment. Additional external appointments 
should not be undertaken without prior approval of 
the board.

 – The Chair should not remain in post beyond nine 
years from the date of their first appointment to the 
board. Time served as a non-executive director first 
will reduce the time that can be served as chair.

 – ‘Smaller’ companies (ie outside the FTSE 350) 
should note that directors of all companies will be 
subject to annual re-election under the 2018 Code; 
and ensure that at least half the board (excluding 
the Chair) are independent non-executive directors. 

 – Smaller companies may need to review their audit 
committee composition, as the Chair should 
not be a member of the audit committee (as 
was permitted under the 2016 Code for smaller 
companies).

 – The remuneration committee will have an 
enhanced remit in reviewing workforce 
remuneration and related policies and the 
alignment of incentives and rewards with culture.

 – Companies may need to take action to align 
pension contribution rates for executive directors 

to those of the workforce. 

The Regulations will introduce a 
streamlined energy and carbon 
reporting regime for businesses

The UK Corporate Governance 
code 2018 is shorter and 
sharper, with more focus on  
the principles.

https://www.frc.org.uk/getattachment/31dfb844-6d4b-4093-9bfe-19cee2c29cda/Wates-Corporate-Governance-Principles-for-LPC-Dec-2018.pdf
https://www.frc.org.uk/getattachment/31dfb844-6d4b-4093-9bfe-19cee2c29cda/Wates-Corporate-Governance-Principles-for-LPC-Dec-2018.pdf
https://www.eversheds-sutherland.com/global/en/what/articles/index.page?ArticleID=en/Corporate/Final-Wates-Corporate-Governance-Principles-for-Large-Private-Companies-published
https://www.eversheds-sutherland.com/global/en/what/articles/index.page?ArticleID=en/Corporate/Final-Wates-Corporate-Governance-Principles-for-Large-Private-Companies-published
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Useful links

Companies (Miscellaneous Reporting) 
Regulations 2018

BEIS Q&A on the Companies (Miscellaneous 
Reporting) Regulations 2018

FRC Guidance on the Strategic Report

The Wates Corporate Governance Principles for 
Large Private Companies

UK Corporate Governance Code 2018

The Companies (Directors’ Report) and Limited 
Liability Partnerships (Energy and Carbon Report) 
Regulations 2018

Environmental Reporting Guidelines 2019

PLSA Corporate Governance Policy and Voting 
Guidelines 2019

Next steps
Companies should be implementing changes to 
implement the enhanced disclosures under the 
Reporting Regulations, and, in the case of listed 
companies, the changes under the 2018 Code now 
so that they are in a position to report in 2020. 

For listed companies, as the 2018 Code takes 
a “comply or explain” approach, any listed 
companies who believe they will need longer to 
comply should focus on preparing meaningful 
explanations. It is expected there may be a dip in 
compliance in the short term.

What else is coming?
Energy and carbon reporting: The Companies 
(Directors’ Report) and Limited Liability Partnerships 
(Energy and Carbon Report) Regulations 2018 came 
into force on 1 April 2019 and have effect for financial 
years beginning on or after 1 April 2019. 

The Regulations will introduce a streamlined energy 
and carbon reporting regime for businesses, and will 
require additional reporting in the directors’ report 
by UK incorporated quoted companies, large UK 
incorporated unquoted companies and large LLPs on 
greenhouse gas emissions, energy consumption and 
energy efficient action.

Focus on directors’ remuneration in the 2019 AGM 
season: the Pensions and Lifetime Savings Association 
published their corporate governance policy and 
voting guidelines for the 2019 AGM season. Traded 
companies (including those on AIM who table the 
relevant resolutions at their AGM voluntarily) should 
be aware of the focus on director remuneration, 
and that the resolutions for the approval of the 
remuneration policy and remuneration report are 
likely to be subject to particular investor scrutiny.

http://eversheds-sutherland.com
http://www.legislation.gov.uk/uksi/2018/860/pdfs/uksi_20180860_en.pdf
http://www.legislation.gov.uk/uksi/2018/860/pdfs/uksi_20180860_en.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/755002/The_Companies__Miscellaneous_Reporting__Regulations_2018_QA_-_Publication_Version_2__1_.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/755002/The_Companies__Miscellaneous_Reporting__Regulations_2018_QA_-_Publication_Version_2__1_.pdf
https://www.frc.org.uk/getattachment/fb05dd7b-c76c-424e-9daf-4293c9fa2d6a/Guidance-on-the-Strategic-Report-31-7-18.pdf
https://www.frc.org.uk/getattachment/31dfb844-6d4b-4093-9bfe-19cee2c29cda/Wates-Corporate-Governance-Principles-for-LPC-Dec-2018.pdf
https://www.frc.org.uk/getattachment/31dfb844-6d4b-4093-9bfe-19cee2c29cda/Wates-Corporate-Governance-Principles-for-LPC-Dec-2018.pdf
https://www.frc.org.uk/document-library/corporate-governance/2018/uk-corporate-governance-code
https://www.legislation.gov.uk/uksi/2018/1155/contents/made
https://www.legislation.gov.uk/uksi/2018/1155/contents/made
https://www.legislation.gov.uk/uksi/2018/1155/contents/made
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/775601/environmental-reporting-guidance-including-secr.pdf
https://www.plsa.co.uk/Portals/0/Documents/Policy-Documents/2019/CG_Voting%20Guidelines%202019%20FINAL.pdf
https://www.plsa.co.uk/Portals/0/Documents/Policy-Documents/2019/CG_Voting%20Guidelines%202019%20FINAL.pdf
https://www.legislation.gov.uk/uksi/2018/1155/contents/made
https://www.legislation.gov.uk/uksi/2018/1155/contents/made
https://www.legislation.gov.uk/uksi/2018/1155/contents/made
https://www.plsa.co.uk/Portals/0/Documents/Policy-Documents/2019/CG_Voting%20Guidelines%202019%20FINAL.pdf
https://www.plsa.co.uk/Portals/0/Documents/Policy-Documents/2019/CG_Voting%20Guidelines%202019%20FINAL.pdf

