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Corporate governance  
Corporate governance reporting - 

new regulations require certain quoted 

and large companies to make 

additional disclosures in their annual 

report relating to engagement with 

stakeholders and employees and 

executive remuneration. 

The regulations apply to financial years 

beginning on or after 01 January 2019, 

so reporting will effectively start in 

2020. One exception is that the 

requirement for companies to 

illustrate the impact of share price 

increases on executive pay applies to 

any new remuneration policy from 01 

January 2019. 

See here for more information. 

Corporate governance code for 

large private and public (unquoted) 

companies - the same regulations 

require certain large companies to 

The Wates Corporate Governance 

Principles for Large Private Companies, 

published in December 2018, have 

been developed as a code for private 

companies. 

2018 UK Corporate Governance 

Code – the revised Code applies to 

financial years beginning on or after 

01 January 2019. The FRC, however, 

expects companies to follow the new 

provisions on explanations to 

shareholders during 2019 where 

significant votes are cast against 

resolutions and to develop future 

remuneration policies and changes to 

existing ones by reference to this 

version of the Code and the revised 

Guidance on Board Effectiveness. 

See here for more information. 

UK Stewardship Code – the FRC is 

expected to consult on revisions to 

the Stewardship Code in Q1 2019 and 
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include, in their annual report, a 

statement of which corporate 

governance code (if any) they have 

applied, how they have applied it and 

an explanation of any non-adherence 

to the code. This also applies to 

financial years beginning on or after 

01 January 2019. 

a final version is expected in summer 

2019. This will include changes to 

reflect the Shareholder Rights 

Directive II.  

orting season. 

http://www.elexica.com/en/resources/microsite/brexit/ma-corporate
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Parent company liability for 
overseas subsidiaries 
On 15-16 January 2019, the Supreme 

Court will hear an appeal relating to 

the jurisdiction of English courts to 

hear claims against English parent 

companies arising out of the alleged 

conduct of their overseas subsidiaries 

(Vedanta Resources PLC and another v 

Lungowe and others).  

The Vedanta case is one of three 

recent landmark cases which have 

questioned a UK domiciled parent 

company’s liability for the acts and 

omissions of its overseas subsidiaries.  

This area of law is still far from settled 

and so the Supreme Court ruling is 

eagerly anticipated, even though it will 

only be considering jurisdictional 

issues at this stage. If the jurisdiction 

of the English courts is upheld in 

Vedanta, this may well lead to an 

increase in UK parent companies being 

sued in the English courts for the torts 

of their overseas subsidiaries.  

See here for more information. 

Shareholder Rights Directive II 

The Shareholder Rights Directive II

(SDR II), which amends the 

Shareholder Rights Directive, includes 

new rules which allow companies to 

ask for information about the identity 

of their shareholders from 

intermediaries and place various 

obligations on intermediaries to 

transfer information to and from the 

issuer and its shareholders. It also 

imposes greater transparency 

obligations on institutional investors, 

asset managers and proxy advisors.  

Listed companies will have to give 

shareholders a vote on their 

remuneration policies (Member States 

can decide whether it should be a 

binding or an advisory vote) and there 

continues to be a non- binding vote 

on the remuneration report. 

Further EU regulations will set out 

these obligations in more detail. 

SDR II came into force on 09 June 

2017 and should be implemented into 

national law by 10 June 2019. As the 

implementation date is after 29 March 

2019, if the UK leaves the EU with a 

transition period, then the UK will 

continue to implement this directive 

as usual. It is unclear to what extent 

the UK will implement the changes if 

there is a no deal Brexit.  

See here for more information. 

Prospectus Regulation 
The remaining provisions of the new 

EU Prospectus Regulation (2017/1129) 

will come into effect on 21 July 2019 

and will apply to all prospectuses 

approved on or after that date.  

Although many aspects of the new 

prospectus regime are based on 

existing provisions of the Prospectus 

Directive (which will be repealed), 

there are some key areas of change, 

including: 

 a new proportionate EU growth 

prospectus for SMEs, mid-sized 

companies admitted to an SME 

growth market or for public offers 

of less than 20M by other non-

listed companies 

 a simplified disclosure regime for 

secondary issuances 

 a more prescribed regime for risk 

factors and 

 a new form of shelf registration 

mechanism (the URD) for issuers 

admitted to trading on a regulated 

market or on a multilateral trading 

facility. 

See here for more information.  

Register of overseas entities 
owning UK property 
The UK government has published for 

consultation draft legislation that will 

introduce a register detailing the 

beneficial owners of overseas entities 

that own or wish to buy or let UK 

property.  The Registration of Overseas 

Entities Bill is expected to be laid 

before Parliament in early 2019 with 

the intention that the register be 

operational in 2021. 

The new register will be held and 

maintained by Companies House and 

will, for the most part, be public. It 

forms part of the Government’s wider 

plans to increase transparency and 

tackle corruption. 

See here for more information.

Greater protectionism 

In 2018, we saw the government’s first 

use of its new merger thresholds 

which came into force in early June 

2018. These allow the government to 

intervene in potential merger 

situations in three sectors at a much 

lower level than other sectors. 

The three sectors are: computer 

processing units and associated 

software/firmware; quantum 

technology; and 

development/production for military 

or military/civilian use.  

http://www.elexica.com/en/legal-topics/dispute-resolution-commercial/201218-disputes-what-to-look-out-for-in-2019-supreme-court-tackles-mass-torts
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017L0828&from=EN
http://www.elexica.com/en/resources/microsite/corporate-governance/eu-corporate-governance-reforms
http://www.elexica.com/en/resources/microsite/prospectus-regime
http://www.elexica.com/en/legal-topics/banking/060818-overseas-owning-uk-property-will-required-to-reveal-beneficial-owners-new-public-register
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Further changes are now proposed 

that would significantly increase the 

government’s ability to intervene on 

the grounds of national security more 

broadly. Relevant assets include 

infrastructure (such as 

telecommunication and nuclear) and 

advanced technologies (such as 

artificial intelligence, nanotechnology, 

synthetic biology and material 

sciences) which could be used to 

undermine national security. (There 

are some echoes of the recent 

expansion of protectionist measures in 

the US, through the FIRRMA 

strengthening of the CFIUS regime.) 

See here for more information.   

Prohibition on assignment of 
receivables 
Controversial regulations that prohibit 

any clause in a contract which restricts 

the assignment of receivables will 

apply to any contract entered into on 

or after 31 December 2018.   

Although the Business Contract Terms 

(Assignment of Receivables) 

Regulations 2018 are particularly 

relevant for commercial suppliers 

wanting to raise finance by invoice 

discounting or factoring, they apply to 

all contracts under which a small or 

medium sized entity supplies goods, 

services or intangible assets to another 

business (subject to a number of 

exemptions). 

See here for more information. 

Contact 

Please contact your usual Simmons & Simmons contact if you would like to discuss any of these matters further. 
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