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Update: 2024 UK Corporate
Governance Code Issued
Following Consultation Period

The Financial Reporting Council (FRC) has issued the final updates to the 2024 UK Corporate Governance
Code following a 12-week consultation period. The initiative is part of the 'Restoring Trust in Audit and
Corporate Governance' reform package and is the first major update to the Code since 2018.

As reported in November 2023’s FRC Policy Update, after receiving feedback, much of the existing Code
remains the same. This includes the principle of the Board’s ability to “comply or explain” and applies to
premium listed companies (PLCs), whether incorporated in the UK or elsewhere.

Most of the updates will take effect from 1 January 2025. Only Provision 29 of Section 4, which pertains to the
enhanced responsibility of boards in overseeing risk management and internal controls, will become applicable
from 1 January 2026.

Summary of Key Changes from the 2018 Code

Section 1: Board Leadership and Company Purpose

» A newlyintroduced Principle underscores the importance for companies to disclose both 'activities and outcomes', alongside the
establishment of governance policies and practices. This means that reporting should illustrate the tangible changes brought about by
effective governance.

* There is a heightened emphasis on the integration of company culture.

Section 3: Composition, Succession and Evaluation

* It's essential to broaden the scope of diversity within the board and senior leadership, looking beyond gender and ethnicity to
promote greater inclusion and equality w ithin the company.

» There should be an enhancementin the disclosure of diversity policies, objectives, and strategies, particularly w hen detailing
board nomination procedures and the evaluation of the board's performance.

» Boards are expected to ‘establish and maintain’ effective risk management and internal controls vs. ‘establish.’

» There has been a simplification of detailed requirements w ith additional guidance referredto the FRCs Audit Committee Minimum
Standard, w hich provides specific guidance for audit committees and their annual reporting.

Provision 29 — Applies 1 January 2026

The board’s responsibility extends to continual oversight of the company’s risk management and internal controls, w ith review s
now expected to encompass material reporting. This includes financial, operational, reporting and compliance controls.

New stipulations for the Annual Report require the board to:

* Outline their approach to monitoring and review ing the effectiveness of the risk management and internal control framew ork.
* Include a Declaration of Effectiveness of internal controls as of the balance sheet date.

« Describe any material controls w hich have not operated as at the balance sheet date with actions taken or proposed.

Section 5: Remuneration

* Improved transparencyregarding directors' malus and clawback provisions intheir contracts, including the specific conditions
under w hich these measures can and have been enacted.

Section 4: Audit, Risk and Internal Controls |

The FRC has posted updated guidance to the Code on 29 January 2024, not as part of the Code but context and application for organisations to leverage when
implementing programmes.

Face the Future with Confidence®


https://media.frc.org.uk/documents/UK_Corporate_Governance_Code_2024_FF6VFzi.pdf
https://media.frc.org.uk/documents/UK_Corporate_Governance_Code_2024_FF6VFzi.pdf
https://www.frc.org.uk/news-and-events/news/2023/11/statement-frc-policy-update/
https://media.frc.org.uk/documents/Audit_Committees_and_the_External_Audit_Minimum_Standard.pdf
https://media.frc.org.uk/documents/Audit_Committees_and_the_External_Audit_Minimum_Standard.pdf
https://www.frc.org.uk/library/standards-codes-policy/corporate-governance/corporate-governance-code-guidance/

Prepare Now forthe Upcoming Changes:

Enhance your Corporate Governance and Internal Controls Framework

Establish Programme Leadership and Ow nership Refine Risk Scope and Management
¢ Implementa strong leadership frameworkforthe programme + Enhance risk parametersby concentrating on material

with defined ow nership, roles and responsibility aspects.
* Ensure executive sponsorship isclearly defined. « Initiate an enterprise-wideriskassessment to determine
material financial, operational, reporting and compliance risks.
Im prove Stakeho|derEngagem ent » Prioritise the most critical areasfirst.

» Progress through a tiered approach, starting with financial
risks and gradually encompassing non-financial risks.

* Foster active engagementwith all pivotal stakeholders
including the Board, Executive Committee, Technology
divisions, Business Units, Risk & Compliance, and Internal

Audit
« Ensure all are aligned with the programme'sobjectives. Assess|IT and Technology systems andrisks
* Understand and considerkey IT systems that support critical
Implement Change Management Integration business and reporting, and related controls.
» Establish a thorough change managementstrategy by 7 » Evaluate controlsaddressing key pervasive IT risks (e.g.
appointing dedicated change champions in each critical Cyber and Resilience).
business sector to secure endorsement » Aim foroptimal control automation. Exploitdata and
» Strategise foreffective training and communication. technology to embed control andrelated assurance

improvements, includingautomated testingand reporting.
Adopt a Proactive Approach

* Have a'No regrets'stance that transcendsthe routine
compliance tick-box exercise Proactively Review Control Design
Promote a culture where controlmeasuresare embraced asa

. « A h | ively,
e P i At S pproach control measuresproactively, notasa secondary

consideration.

» Targetlong-term cost savingsand heightened efficiency by
establishing a fundamental suite of controlsto mitigate
significant businessrisks.

Ensure Assurance Alignment
* Implement of a comprehensive, company-wide Enterprise
Risk Management (ERM) frameworkthatissynchronised + Optimise resultsfrom the outset with a streamlined and

acr.oss.all lines of cllefen.ce . intelligentcontrol frameworkthat prioritises standardisation,
* Maintain a cleardelineationand assessment of material/ optimisation, and the reduction of redundancies.

principalrisks, both financial and non-financial.

How we can help

Expert Guidance on Audit and Risk Management on developing and implementing effective risk management
programmes, as w ellas establishing internal control frameworks with defined accountability across the three lines
v of defence. We can help you identify, manage, and mitigate material financial, operational, reporting and compliance
. risks, ensuring your organisation is w ell-prepared to meet the new disclosure requirements Director Statements.

Streamlining Processes and Controls with Analytics and Automation to enhance risk assessment and automate
8 8 control operation. Our innovative solutions can help you gain real-time insights, improve efficiency, and reduce errors
o in your internal control and risk management processes. This can not only help you comply w iththe new proposed
Code requirements but also drive operational excellence.

Tailored Controls and Programme Strategies - We understand that every organisation is unique. That's whywe
offer tailored solutions to meet your specific needs. We can use our suite of tailored risks, controls, and technology
accelerators to fit your organisation to then help you design optimised controls and develop a comprehensive
programme strategy that aligns with your objectives.
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