
In The Boardroom:  
Wates Corporate Governance 
Principles for large private companies

What are the Wates Principles and  
who do they apply to?

The final Wates Corporate Governance Principles for Large 
Private Companies and supporting guidance (“Wates Principles”) 
were published by the Financial Reporting Council in December 
2018. The Wates Principles form a key part of the Government’s 
commitment to apply good corporate governance principles to 
large private companies. 

What are the Wates Principles and 
who do they apply to?
The Wates Principles consist of six high level 
principles, plus accompanying guidance 
(“Guidance”). There is also an introductory 
section, giving guidance on how to report. 
The Wates Principles are intended to assist 
large private companies to comply with 
their obligations under the Companies 
(Miscellaneous Reporting) Regulations 2018 
(“Regulations”). The Regulations came 
into force on 1 January 2019, and generally 
apply to financial years beginning on or 
after that date. 

Large private companies within scope will 
have to disclose their corporate governance 
arrangements in the directors’ report, and will 
be able to adopt the Wates Principles as an 
appropriate framework (although companies 
could look at other appropriate options). This 
requirement under the Regulations applies 
to companies satisfying either or both of 
the following:

 – 2,000 or more global employees, or

 – a turnover over £200 million globally 
and a balance sheet total over £2 billion 
globally

A number of the principles have similarities 
with the UK Corporate Governance 
Code 2018, although written in such a 
way that they can be applied by private 
companies, recognising their very different 
management and ownership structures. A 
company that adopts the Wates Principles 
should follow them using an ‘apply and 
explain’ approach.

Large private companies 
will have to disclose their 
corporate governance 
arrangements, and are 
likely to adapt the Wates 
principles for large 
private companies.

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
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


1.  Purpose and Leadership: An effective board 
develops and promotes the purpose of a company 
and ensures that its values, strategy and culture 
align with that purpose.

 – directors should act with integrity and set the tone 
from the top

 – a healthy culture is critical to the company’s 
competitive advantage and vital to the creation of 
long term value

 – an effective board develops a strategy and business 
model to generate long-term sustainable value

2.  Board Composition: Effective board composition 
requires an effective chair and a balance of skills, 
backgrounds, experience and knowledge, with 
individual directors having sufficient capacity to 
make a valuable contribution. The size of a board 
should be guided by the scale and complexity of 
the company.

 – companies should consider separating the roles of 
the chair and chief executive

 – an effective board has an appropriate combination 
of skills, backgrounds, experience and knowledge 
and provides constructive challenge to achieve 
effective decision-making

 – a board should give careful consideration to its 
size and structure. Companies should consider 
appointing independent non-executives to offer 
constructive challenge

 – regular board evaluation can help individual 
directors to contribute effectively

3.  Director Responsibilities: The board and individual 
directors should have a clear understanding of their 
accountability and responsibilities. The board’s 
policies and procedures should support effective 
decision-making and independent challenge.

 – an effective board should establish and maintain 
corporate governance practices that provide clear 
lines of accountability and responsibility to support 
effective decision-making

 – a board may make use of committees for matters 
such as financial reporting, risk, succession and 
remuneration. The board remains responsible for 
final decisions

 – a board should establish formal and robust internal 
processes to ensure systems and controls are 
operating effectively 

4.  Opportunity and Risk: A board should promote 
the long-term sustainable success of the company 
by identifying opportunities to create and preserve 
value and establishing oversight for the identification 
and mitigation of risks. The Guidance to this principle 
has been split into sections on risk, opportunity and 
responsibilities. 

– Opportunity: a board should consider and assess 
how the company creates and preserves long-
term value. This should include processes for 
identifying future opportunities for innovation and 
entrepreneurship

– Risk: the board should have oversight of risk and 
how it is managed, and appropriate accountability 
to stakeholders

– Responsibilities: the board should establish an 
internal control framework with clearly defined 
roles and responsibilities

5.  Remuneration: A board should promote executive 
remuneration structures aligned to the long-term 
sustainable success of a company, taking into account 
pay and conditions elsewhere in the company.

 – remuneration for directors and senior managers 
should be linked to achieving company strategy

 – the board should establish clear policies on 
remuneration structures and practices which enable 
accountability to shareholders, taking account of the 
pay and conditions of the wider workforce. Policies 
may include consideration of the reputational risks 
that can result from excessive rewards

 – boards should consider greater transparency of 
remuneration structures, possibly through voluntary 
disclosure of pay ratios

 – boards should consider delegating remuneration 
policies for directors and senior management to  
a committee

Content of the Wates Principles
The six principles and some key points to note from the Guidance are set out below. 
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6.  Stakeholder Relationships and Engagement: 
Directors should foster effective stakeholder 
relationships aligned to the company’s purpose. 
The board is responsible for overseeing meaningful 
engagement with stakeholders, including the 
workforce, and having regard to their views when 
taking decisions.

 – boards should consider how the company’s 
activities may impact current and future 
stakeholders, including environmental impact

 – a company should identify and prioritise 
stakeholder relationships which are integral to  
its ability to generate and preserve value

 – boards should ensure that there are channels  
to receive appropriate feedback from  
stakeholder discussions

 – there should be formal and informal channels to 
engage in meaningful two-way dialogue with the 
workforce. There should be clear procedures for 
the workforce to raise concerns

 – boards should demonstrate how the company has 
engaged with its material stakeholders effectively, and 
how this has been considered in its decision making
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Useful links

Wates Corporate Governance Principles for 
Large Private Companies

Feedback statement: the Wates Corporate 
Governance Principles for Large Private 
Companies

Companies (Miscellaneous Reporting) 
Regulations 2018

BEIS Guidance on the Companies (Miscellaneous 
Reporting) Regulations 2018
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