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UK Corporate governance: 
a code comparison

The UK Corporate Governance Code 
(the Code)1

The QCA Corporate Governance Code (the 
QCA Code)2

The Wates Corporate Governance 
Principles for Large Private Companies 
(the Wates Principles)3

The Code applies to all companies with 
a premium listing on the Main Market 
of the London Stock Exchange (LSE). 
The Listing Rules, which form part of the 
FCA Handbook, require a company with 
a premium listing to make a disclosure 
statement on corporate governance and the 
Code in its annual financial report. 

A company is required to include: 

  a statement outlining how it has 
applied the Code (in a way that enables 
shareholders to evaluate how the 
principles have been applied); and

   a statement as to whether, during the 
accounting period, it has complied with 
all relevant provisions of the Code or 
not, setting out:

-    those provisions, if any, it has not 
complied with;

-    in the case of provisions with 
continuing requirements, the period, 
if any, within which it did not comply 
with some or all of those provisions; 
and

-    the company’s reasons for 
non-compliance.

The Listing Rules require a company to state 
whether it has complied with the Code’s 
principles and provisions and to explain and 
justify any non-compliance. The Code is 
adopted on a ‘comply or explain’ basis.

Companies listed on AIM are required 
to ‘comply or explain’ with a recognised 
corporate governance code. The QCA 
Code is tailored for smaller and mid-sized 
quoted companies and is made up of 
ten principles.

The AIM Rules (Rule 26) require an AIM 
company to state on its website (as well 
as in its admission document):

  the details of the recognised 
corporate governance code that the 
company has decided to apply;

   how it complies with that 
code; and

   where it departs from the chosen 
corporate governance code, an 
explanation of the reasons for 
doing so.

Whilst companies can choose to adopt 
any code, the QCA Code and the Code 
are seen as the established benchmarks 
for an AIM company.

Since 1 January 2019, all large 
companies, including private companies, 
have been subject to a corporate 
governance reporting regime.

Specifically, a company with more than 
2,000 employees, or a turnover of more 
than £200 million and a balance sheet 
total of more than £2 million, is required 
to include a corporate governance 
statement in its directors’ report. This 
statement must include:

  which corporate governance code 
has been applied in the previous 
financial year;

   how the company applied it; and

  if the company departed from the 
chosen code, how it did so and what 
its reasons were for doing so.

A company satisfying these criteria can 
choose to apply any code but the Wates 
Principles were specifically designed for 
large private companies subject to this 
new obligation. However, there is no ‘one 
size fits all’ in corporate governance so a 
company should review each code and 
identify which is most appropriate for 
its purposes.

1  The Code is published and maintained by the Financial Reporting Council (FRC). It was updated in July 2018 and the new version is ‘shorter and sharper’ than its 
predecessor. The updated code resulted from a government consultation on corporate governance reforms and a fundamental review of the Code by the FRC. 

2  The Quoted Companies Alliance introduced its updated corporate governance code in April 2018. The QCA Code is popular with smaller listed companies as it is more 
flexible and accessible than both the Code and the previous QCA principles under the QCA Code for Small and Mid-Size Companies.

3  The Wates Corporate Governance Principles for Large Private Companies aim to bring a strong and reliable governance framework into the private company sector. 
The Wates Principles are designed to help companies comply with the requirements of the Companies (Miscellaneous Reporting) Regulations 2018.
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Key corporate 
governance 
theme

The Code The QCA Code The Wates Principles

Purpose and 
promotion of 
long-term 
value and 
success

The role of a board is to promote 
the long-term sustainable success of 
the company, generating value for 
shareholders and contributing to 
wider society as a whole.

A board should have a clear view 
of a company’s purpose, business 
model and strategy. These should 
allow a company to deliver value 
in the long-term. Clear values will 
protect a company from risk and 
secure its long-term future.

Internal governance structures 
should evolve over time, be fit for 
purpose and be appropriate for the 
size and complexity of a company.

A board should develop and 
promote the purpose of a company 
and ensure that its values, strategy 
and culture align with that purpose. 
This should be clearly articulated 
and implemented throughout the 
organisation and it should support 
appropriate behaviours and 
practices which align with 
that purpose.

Engagement 
with 
stakeholders4

A company, through its board, should 
ensure effective engagement with, 
and encourage participation from, 
stakeholders. Workforce policies 
and procedures should be consistent 
with a company’s values and allow 
its employees to raise any issues or 
concerns.

Workforce engagement should take 
one of three forms outlined in the 
Code.5

20% of votes against a resolution will 
be published online.6 A board should 
outline what action it intends to take 
to consult with shareholders in order 
to understand the reasons behind 
the result. A board should explain 
what impact the feedback has had on 
subsequent board decisions.

Through its board, a company 
should understand the needs 
and expectations of stakeholders 
and seek to understand the 
reasons behind voting decisions. 
Appropriate communication 
structures are required to help 
shareholders communicate 
their views and understand the 
circumstances affecting the 
company and its approach 
to governance.

20% of votes against a resolution 
will be published online and a board 
should obtain feedback on this 
vote. Outcomes of votes should 
be made public in a transparent 
manner.

Directors should foster effective 
relationships with stakeholders. 
Open dialogue helps a board to 
understand the impact of policies 
and procedures on stakeholders.

A company should identify and 
prioritise stakeholder relationships 
for those affected by company 
operations and those which are 
integral to its ability to preserve 
long-term value.

4  Stakeholders include employees, shareholders and external stakeholders (such as suppliers, customers or the local community).

5  These forms of engagement are: a director appointed from the workforce; a formal workforce advisory panel; or a designated non-executive director.

6  In 2017, the Investment Association introduced the world’s first public register of listed companies which have suffered significant shareholder revolt. The register 
includes companies which have received votes of 20% or more against any resolution. The register aims to increase transparency, accountability and scrutiny of listed 
companies by shareholders and the wider public. The register highlights the public statements made by those companies on the relevant resolution about how they have    
addressed shareholders’ concerns and dealt with any feedback.
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Key corporate 
governance 
theme

The Code The QCA Code The Wates Principles

Risk 
management 
and audit

Prudent and effective controls allow 
risk to be assessed and managed. 
Transparent policies allow for the 
independence and effectiveness of 
internal and external audit functions 
and ensure the integrity of findings.

A board should determine principal 
risks and establish which risks a 
company is willing to take to achieve 
long-term success.

Relevant risks should be identified 
and addressed to determine which 
risks a company is willing to take to 
execute and deliver its strategy.

Identifying opportunities to 
create and preserve value will help 
to promote a company’s long-
term success. A board should 
have oversight of risk and how 
it is managed which will require 
appropriate accountability to 
stakeholders. 

Audit committee 7

The audit committee should 
consist of independent  non-
executive directors, with a minimum 
membership of three (two for smaller 
companies).8 The chair of the board 
should not sit on this committee. The 
committee should have competence 
relevant to the company’s sector 
and at least one member should 
have recent and relevant financial 
experience.

The committee will provide 
confidence to shareholders on 
the integrity of financial results. 
It should challenge both internal 
and external auditors and the 
company’s management team. 
An audit committee will report 
to the board on the preparation 
of financial statements. The 
consideration of risk and the 
effectiveness of risk management 
may also fall into the 
committee’s remit.

The Wates Principles do not 
require the creation of an audit 
committee, but a company may 
wish to introduce one. Establishing 
appropriate committees can be 
evidence of a company’s adoption 
of a corporate governance code. 
It will also demonstrate that a 
company is regularly evaluating 
financial performance and its audit 
functions.

Risk committee 9

A risk committee may be established 
to monitor internal financial controls 
and risk management systems. 
The committee must be composed of 
independent non-executive directors.

There is no specific requirement 
for a company to establish a risk 
committee. Many companies 
will use the audit committee as a 
means of ensuring any risk issues 
are dealt with at board level. A 
significant amount of the work 
of an audit committee could be 
carried out by a separate 
risk committee.

The size, nature and scope of the 
business will determine the internal 
control systems put in place to 
manage and mitigate emerging and 
principal risks. These matters may 
be delegated to a risk committee.

7  The main roles and responsibilities of an audit committee include: monitoring the integrity of a company’s financial statements; providing advice to the board on 
company accounts; reviewing a company’s internal and external audit functions; and conducting the tender process. The company’s annual report should include 
evidence of how the audit committee has discharged these duties.

8  A smaller company is one which appears below the FTSE350.

9  A company may establish a separate risk committee to deal with risk management and related procedures. This will be a decision for a company based on its 
circumstances, and the scope and nature of its business.
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Key corporate 
governance 
theme

The Code The QCA Code The Wates Principles

Balanced 
and well-
functioning 
board

A board should be effective, 
entrepreneurial and act with integrity 
to promote the desired culture and 
values. Board members should have a 
combination of skills, experience 
and knowledge.

Information should be disseminated 
in a timely manner to ensure effective 
contributions from non-executive 
directors. A board should promote 
diversity.

A board, and any relevant 
committees of that board, should 
be given information in a timely 
manner to allow for proper and 
detailed assessment of the issues 
requiring a decision or insight. A 
board should promote diversity.

A board should promote diversity 
and be able to demonstrate a 
considered effort to establish a 
balance of expertise, diversity and 
objectivity.

Independence At least two independent non-
executive directors should be on 
a company’s board and they must 
have sufficient time to fulfil key 
responsibilities and duties.

At least two independent non-
executive directors should be 
on a company’s board and they 
must have sufficient time to fulfil 
responsibilities and duties.

A company should consider the 
value of appointing non-executive 
directors to offer constructive 
challenge. Appointment of these 
directors should be transparent.

Board 
composition 
and 
effectiveness

Consideration should be given 
to the length of service of the 
board as a whole and membership 
should be refreshed regularly. 
A nomination committee should be 
established to oversee the process 
for appointments. The chair should 
not remain in post for more than 
nine years. 

There should be a clear division 
of responsibilities between the 
leadership of the board and the 
leadership of the business.

Effective policies and procedures 
should be implemented to ensure the 
board is functioning well.

A board should have an appropriate 
balance of  executive and non-
executive directors. Committees 
should be established to support 
the board in the discharge of its 
duties.10

Board composition will need to 
change in line with the evolution 
of a company. All board members 
have a collective responsibility and 
legal obligation to promote the 
interests of the company.

A board should not be dominated 
by one strong personality as 
this can divide a board. No 
board member should become 
indispensable.

An effective board requires an 
effective chair. Individual directors 
must have sufficient capacity to 
make a valuable contribution. 
A board should be balanced 
to promote accountability and 
objective thought. Composition 
should be aligned with a company’s 
structure and strategy.

A board may delegate 
responsibilities to a committee 
depending on the size and 
complexity of the company.

A commitment to the ongoing 
professional development of 
directors and regular evaluation 
helps a board to contribute 
effectively and can benefit 
succession planning.

10  Committees, irrespective of which corporate governance code has been applied, allow for independent challenge in board and committee decision making.  
This mitigates the risk of individuals having unfettered powers and encourages constructive debate and discussion which will benefit a company in achieving 
long-term success.
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Key corporate 
governance 
theme

The Code The QCA Code The Wates Principles

Board 
composition 
and 
effectiveness

Nomination committee

A nomination committee should be 
established to lead the appointment 
process and to facilitate smooth 
transition and succession to positions 
on the board. Members of the 
committee should be independent 
non-executive directors.

The committee should ensure 
there is a robust process for the 
appointment of new directors and 
will carry out regular evaluations 
of the board’s performance. It 
should work with the board to 
identify the skills, experience and 
knowledge required in a new 
appointment. It should also focus 
on succession plans and potential 
internal appointments to ensure 
the company’s strategy remains 
aligned with future changes. 

The committee may also help 
to remove an underperforming 
director.

The Wates Principles do not refer 
to the creation of a nomination 
committee, but a company may 
wish to introduce one as it will 
act as a ‘sounding board’ to the 
chair. A nomination committee 
can be a key part of any company’s 
corporate governance and, along 
with other committees, can be 
evidence of a company’s adoption 
of a corporate governance code.

Succession Appointments to boards must be 
subject to a formal, rigorous and 
transparent procedure and an 
effective succession plan should 
be maintained. Board membership 
should be regularly refreshed and 
consideration given to length of 
service.

As a company evolves, changes to 
the skills and experience required 
of its board members will become 
necessary. This will require 
effective succession planning.

A policy on diversity aligned to a 
company’s values and strategy can 
support board appointments and 
help succession planning.

Regular evaluation will help a 
company understand strengths 
and weaknesses in its board and 
will assist any succession plans 
– a company will have a better 
understanding of what is required.

Experience, 
skills and 
capabilities

A board should have a combination of 
skills, experience and knowledge.

A board should have a balance of 
sector, financial and public markets 
knowledge, as well as relevant 
personal qualities, attributes and 
capabilities.

A board should have a balance of 
skills, backgrounds, experience and 
knowledge.

Corporate 
culture

A company’s purpose, values 
and strategy should align with its 
corporate culture.

The board should encourage sound 
ethical values and behaviours 
throughout a company. This 
culture should be evident in all 
aspects of a company, including 
recruitment, training and 
engagement.

A company’s values should 
inform the expected behaviours 
and practices throughout the 
organisation. Healthy culture 
is crucial to a company’s 
competitive advantage. The board, 
shareholders and management 
should commit to embedding the 
desired culture throughout 
the company.



A guide to UK Corporate Governance: a code comparison 7

gateleylegal.com

Key corporate 
governance 
theme

The Code The QCA Code The Wates Principles

Board 
composition 
and 
effectiveness

Nomination committee

A nomination committee should be 
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process and to facilitate smooth 
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on the board. Members of the 
committee should be independent 
non-executive directors.

The committee should ensure 
there is a robust process for the 
appointment of new directors and 
will carry out regular evaluations 
of the board’s performance. It 
should work with the board to 
identify the skills, experience and 
knowledge required in a new 
appointment. It should also focus 
on succession plans and potential 
internal appointments to ensure 
the company’s strategy remains 
aligned with future changes. 

The committee may also help 
to remove an underperforming 
director.

The Wates Principles do not refer 
to the creation of a nomination 
committee, but a company may 
wish to introduce one as it will 
act as a ‘sounding board’ to the 
chair. A nomination committee 
can be a key part of any company’s 
corporate governance and, along 
with other committees, can be 
evidence of a company’s adoption 
of a corporate governance code.

Succession Appointments to boards must be 
subject to a formal, rigorous and 
transparent procedure and an 
effective succession plan should 
be maintained. Board membership 
should be regularly refreshed and 
consideration given to length of 
service.

As a company evolves, changes to 
the skills and experience required 
of its board members will become 
necessary. This will require 
effective succession planning.

A policy on diversity aligned to a 
company’s values and strategy can 
support board appointments and 
help succession planning.

Regular evaluation will help a 
company understand strengths 
and weaknesses in its board and 
will assist any succession plans 
– a company will have a better 
understanding of what is required.

Experience, 
skills and 
capabilities

A board should have a combination of 
skills, experience and knowledge.

A board should have a balance of 
sector, financial and public markets 
knowledge, as well as relevant 
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A board should have a balance of 
skills, backgrounds, experience and 
knowledge.

Corporate 
culture

A company’s purpose, values 
and strategy should align with its 
corporate culture.

The board should encourage sound 
ethical values and behaviours 
throughout a company. This 
culture should be evident in all 
aspects of a company, including 
recruitment, training and 
engagement.

A company’s values should 
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is crucial to a company’s 
competitive advantage. The board, 
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should commit to embedding the 
desired culture throughout 
the company.

Key corporate 
governance 
theme

The Code The QCA Code The Wates Principles

Evaluation 
of board 
performance

Necessary resources should be in 
place to measure against a company’s 
satisfaction of its objectives. Annual 
evaluation of the board should 
consider its composition, diversity 
and how effectively members are 
contributing.

FTSE350 companies should have an 
external evaluation every three years.

Individual evaluation should 
demonstrate whether each director 
continues to contribute effectively.

A board should regularly review its 
performance as a whole, as well as 
performance of committees and 
individual directors.

Internal reviews should take place 
and, ideally, an external review 
once a year. Results of these 
reviews should be taken forward 
to help the development and 
mentoring of directors. It is healthy 
to periodically refresh the board.

To monitor the culture of a 
company, the board should 
undertake an evaluation, including 
board feedback sessions.

Remuneration 
and executive 
pay

Remuneration policies and practices 
should be designed to support 
strategy and promote long-term 
success.

Executive pay should be aligned to 
the company’s purpose, culture 
and values and be clearly linked 
to delivery of long-term goals. No 
director should decide, or be involved 
in deciding, their own remuneration 
package.  

Remuneration must be aligned with 
the performance of the company and 
of the individual director, along with 
consideration of wider circumstances. 
Policies relating to remuneration 
should be formal and transparent.

So that independence is not 
compromised, non-executive 
directors should not participate in 
performance-related remuneration 
schemes or have a significant 
interest in a company share option 
scheme.

If performance-related 
remuneration is to be considered, 
it must be proportionate and 
shareholders must be consulted 
and grant permission.

Remuneration policies must 
encourage and reward behaviours 
in line with a company’s values 
and culture. Performance and 
reward systems should endorse 
the required ethical values and 
behaviours (i.e. be reasonable).

Executive remuneration structures 
should be aligned to the long-
term success of a company taking 
into account pay and conditions 
throughout the whole company.

Remuneration of directors and 
senior managers should be aligned 
to both individual performance and 
that of the company. Remuneration 
structures should be aligned with 
a company’s purpose, values and 
culture.
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Key corporate 
governance 
theme

The Code The QCA Code The Wates Principles

Remuneration 
and executive 
pay

Remuneration committee

A remuneration committee should 
consist of three independent non-
executive directors (two in the 
case of smaller companies). The 
chair of the board cannot chair the 
remuneration committee. The chair 
of the remuneration committee 
must have served on a remuneration 
committee for at least 12 months 
before being appointed chair.

The committee will have delegated 
responsibility for determining the 
remuneration policy for company 
executives. It should also review 
workforce remuneration and ensure 
rewards and incentives are aligned 
with company performance. 

Remuneration for non-executive 
directors should not include share 
options or other performance-related 
elements. Executive pay should be 
aligned with the company’s culture 
and strategy and should not impact 
on long-term success.11

Remuneration policy should 
encourage and reward the right 
behaviours, values and culture 
which align with a company’s 
strategy and long-term goals. 
Committee members must be 
independent and be able to resist 
inappropriate demands from 
executive directors. A company’s 
remuneration policy, often decided 
by this committee, must be within 
the risk appetite of the company. 
Committees may work together to 
determine the appropriateness of 
remuneration policies.

As with all committees, members 
must have the relevant skills and 
knowledge of the sector and be 
able to commit sufficient time to 
the role.12 

Establishing a remuneration 
committee allows a board to 
delegate responsibility for 
designing remuneration policies 
and structures for executive 
pay. The Wates Principles do 
not specify the composition 
of this committee but do state 
that it would benefit from the 
contribution of an independent 
non-executive director.

11  Remuneration committees have recently taken on a new importance following criticism of executive pay levels in UK companies. The Code aims to clamp down 
on excessive pay and a remuneration committee will play a key role in ensuring pay levels are fair, just and reasonable when compared to the performance of both 
individuals and a company as a whole. The QCA Code takes a similar stance in ensuring excessive pay is limited.

12 The QCA have published a guide to the role and work of a remuneration committee.
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Key corporate 
governance 
theme

The Code The QCA Code The Wates Principles
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Committees may work together to 
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designing remuneration policies 
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pay. The Wates Principles do 
not specify the composition 
of this committee but do state 
that it would benefit from the 
contribution of an independent 
non-executive director.
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