
In The Boardroom: 
Legal update on Directors’ remuneration

Companies (Directors’ Remuneration 
Policy and Directors’ Remuneration Report) 
Regulations 2019

July 2019

The UK has implemented the EU Shareholder Rights Directive II 
(SRD II). As a result, there have been some changes to the rules 
on directors’ remuneration reporting in the Companies Act 2006 
(CA 2006). 

The requirements of SRD II at an EU 
level include provisions on the reporting 
of directors’ remuneration. In the UK, 
through the CA 2006 and the Large and 
Medium-sized Companies and Groups 
(Accounts and Reports) Regulations 2008 
(2008 Regulations), the UK already had 
a framework for reporting on directors’ 
remuneration and providing for a members’ 
vote on the remuneration report and 
remuneration policy. However, there have 
been some technical changes to the UK 
regime to reflect the SRD II requirements.

Scope 
The directors’ remuneration reporting 
requirements in the CA 2006 and the 2008 
Regulations apply to quoted companies 
(CA 2006, section 385). Under SRD II, the 
requirements apply to traded companies 
(CA 2006, section 360C). 

Amendments are therefore made by the 
Companies (Directors’ Remuneration 
Policy and Directors’ Remuneration Report) 
Regulations 2019 (2019 Regulations) 
to extend the existing framework for 
directors remuneration reporting to include 
unquoted traded companies to ensure that 
all traded companies not within the existing 
UK statutory framework are captured.

What is an ‘unquoted traded company’?

The definition of a quoted company above 
includes a traded company unless they 
are unquoted companies. Whilst there is 
considerable overlap between the two 
definitions, ‘unquoted traded companies’ 
include UK companies with shares traded on 
a UK regulated market but not admitted to 
the Official List, such as the Specialist Funds 
Segment and the High Growth Segment. 

The explanatory memorandum to the 2019 
Regulations notes that there are only a very 
small number of UK-registered companies 
that are traded and unquoted, and that 
such companies appear to comply with the 
existing directors’ remuneration reporting 
requirements. As such, the impact of this 
change is likely to be limited in practice as 
regards companies in scope. 

Companies should 
be aware that there 
have been changes to 
directors remuneration 
reporting. The impact  
in the UK should not  
be significant.

https://www.legislation.gov.uk/uksi/2019/970/pdfs/uksi_20190970_en.pdf
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Do the changes affect AIM companies?

No, they do not. Companies on AIM are not ‘traded’ 
companies for the purposes of CA 2006, section 
360C (as AIM is not a regulated market). Where 
AIM companies have chosen to comply already 
on a voluntary basis with the existing directors’ 
remuneration reporting requirements, we assume 
they will continue to do so. 

Some of the other key changes which have been 
implemented by the 2019 Regulations include:

Directors’ remuneration policy
The date and details of the results of a shareholder 
resolution to approve the directors’ remuneration 
policy must be made available on the company’s 
website as soon as reasonably applicable. 

There will also be some technical changes to the 
content of any directors’ remuneration policy 
approved on or after 10 June 2019.

If a shareholder vote on a proposed remuneration 
policy is lost, the company must bring a new 
remuneration policy to a shareholder vote at the next 
general meeting. 

Directors’ remuneration report
The report will have to include the split of fixed and 
variable remuneration awarded to each director, 
specify any changes to the exercise price and 
date for the exercise of share options by directors 
and compare the annual change in directors’ 

remuneration to that of the company’s employees 
and of the company’s performance over a five year 
period. It will also have to be available free of charge 
on the company’s website for ten years.

Directors’ remuneration and loss of  
office payments
Currently, shareholders of companies in scope must 
approve any remuneration or loss of office payments 
to directors that are not consistent with the approved 
remuneration policy (CA 2006, sections 226B and 226C). 
As a result of the changes, it will also be necessary for an 
amendment to the policy authorising the company to 
make the payment to be approved by shareholders. 

Timing
The UK had to implement the requirements of SRD 
II by 10 June 2019. Generally, the changes apply to 
remuneration policies put forward on or after 10 June 
2019 and remuneration reports for financial years 
beginning on or after 10 June 2019. 

What other changes will there be as a  
result of SRD II?

 – new rules have been published by the FCA in 
relation to related party transactions

 – new transparency requirements covering the work 
of proxy advisers

 – requirements to further facilitate the exercise of 
shareholder rights (these provisions have a later 
transposition deadline of 3 September 2020).
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