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GENERAL COMMENTS   

 

ACCA supports proposed changes to the Corporate Governance Code 

We commend the FRC for making the changes set out in the draft revised Corporate 

Governance Code. 

We believe that the key proposed revisions should deliver more outcomes-based reporting 

but also consider that culture needs more emphasis if the proposed revisions are to drive 

change and add any value. The roles, skills and composition of the board are crucial factors 

in influencing the behaviours and mindsets needed to meet the organisation’s objectives.  

We welcome the key changes proposed in this consultation that aim to get boards more active 

in building resilience and reporting on how they do this. We also agree with the overarching 

purpose of these changes to encourage companies to provide more transparency about 

whether they can conclude that risk management and internal controls are effective over the 

12-month reporting period. In the context of increasing importance of non-financial reporting, 

it is essential that boards are tasked with ensuring the continuous monitoring of the 

organisation’s governance framework, and that the process for doing so is clearly defined and 

communicated across all operations. 

ACCA, therefore, supports the UK Government in their objectives to enhance the 

Code's effectiveness in promoting good corporate governance through: 

• Setting out a revised framework of prudent and effective controls to provide a 

stronger basis for reporting on and evidencing their effectiveness. 

• Improving the functioning of comply-or-explain, taking account of recently published 

FRC research and reports. 

• Making necessary revisions to reflect the responsibilities of the board and audit 

committee for sustainability and ESG reporting, and associated assurance in 

accordance with a company's audit and assurance policy. 

• Updating the Code to ensure that it aligns with changes to legal and regulatory 

requirements as set out in the Government's response to the White Paper, including 

strengthening reporting on malus and clawback arrangements. 

Board leadership and company purpose 

Boards are ultimately responsible for ensuring that the organisation’s governance keeps pace 
with the rapid change and rising expectations of not only shareholders but also regulators, 
employees, customers, and other key stakeholders.  

Given the exponential disruption all organisations are facing today, boards need to be more 
forward-looking in understanding how future risks and opportunities will affect their ability to a 
fulfil purpose and adapt to the rapid change.  

We believe companies should disclose material policies and performance metrics related to 
environmental and social matters, just as they do regarding their commercial objectives. We 
would also like to see greater emphasis on organisational ethics and how boards define, frame 
and communicate their moral compass. 
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Division of responsibilities 

We welcome proposed changes which make the issue of significant external commitments an 
explicit part of board performance reviews. Service on too many boards can affect the time 
board members have to effectively fulfil their responsibilities. 

We also support the proposed change designed to encourage greater transparency on 
directors’ commitments to other organisations and believe that this can also lead to improved 
nominations. This assessment should be undertaken at least annually, for all directors, as 
changes to a director’s appointment may adversely affect their capacity to act responsibly'.   

Composition, succession and evaluation 

We welcome the inclusion of standardised numerical disclosures on the ethnic background 
and gender identity of the board, key board positions and executive management team in the 
Annual Report, and believe that such metrics can give a better sign of actual progress (or lack 
of) in the company. However, on the ‘equal weight to all protected and non-protected 
characteristics’, we feel there needs to be some consideration of how this might be open to 
manipulation, given that some diversity characteristics are subjective and open to 
interpretation. 

Audit, risk and internal control 

We agree that all Code companies should consider preparing an Audit and Assurance Policy 
on a ‘comply or explain’ basis to ensure consistency in the matters that audit committees 
consider as part of their AAP, including consistency and comparability. Although the APP is 
primarily aimed at PIEs, we believe that it should also apply to non-PIE entities in the light of 
the current global challenges. 

We agree that the remit of audit committees should be expanded to include narrative reporting, 
including sustainability reporting, and where appropriate ESG metrics. The roles and 
responsibilities of the audit committee in relation to narrative reporting should mirror their roles 
and responsibilities in relation to financial reporting.  

We understand that in a principles-based Code, flexibility should be provided to comply with 
the principles and that the guidance cannot, therefore, be overly prescriptive. In order to 
remain within the principles-based spirit of the Code, the guidance should explicitly state that 
it is providing examples and not an exhaustive list of plug-in or tick-the-box methodologies and 
frameworks which can be used. Such non-prescriptive guidance on assessing RM and IC 
systems should have an emphasis on: 

- Roles and responsibilities of the board, relevant committees, management, internal 
audit and process owners.  

- Importance of continuous monitoring of the systems and adaptation to the changing 
environments through risk assessment, key trends control reviews, significant 
operational events, and regulatory change. 

- Importance of competence of those involved in the review from financial, business, 
compliance, and sustainability perspectives. This should also include a focus on 
continuous development of skills and cross-training between different teams within the 
company to effectively gain a full view for the assessment of the RM and IC systems. 

Remuneration 

We believe the proposed revisions strengthen the links between remuneration policy and how 
it supports sustainable corporate performance. The use of sustainability indicators in 
compensation may demand disclosures that allow investors to judge whether the indicators 
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are linked to material sustainability-related risks and opportunities and how they incentivise a 
long-term perspective.  

We support measures to increase the transparency of remuneration policies and a 
commitment to clear and consistent communication. The proposed reporting changes will 
provide more transparency and the additional information should enable users to assess 
whether remuneration outcomes are truly aligned with the company’s performance and the 
successful delivery of the company’s long-term strategy including ESG objectives. 
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ACCA RESPONSE   

 

Board leadership and company purpose 

Q1: Do you agree that the changes to Principle D in Section 1 of the Code will deliver 

more outcomes-based reporting?  

We agree that the changes to Principle D in Section 1 of the Code will deliver more outcomes-

based reporting but feel that culture needs more emphasis if the revisions are to add real 

value. Through our engagement with ACCA members since the onset of the COVID-19 

pandemic, we have witnessed governance gaps and culture contradictions even at 

organisations with more mature frameworks. The lack of resources and underinvestment in 

governance has been exacerbated by the rapid change and interconnectedness of risk. Given 

the exponential disruption all organisations are facing today, there needs to be more energy 

put into the organisation’s ‘plumbing’. We have also found that governance failures are often 

masked by the lack of transparency, so more disclosures of the ‘assessments’ of 

organisations’ governance frameworks is very much welcomed. Such proposals should be 

designed to give stakeholders and shareholders more insight into whether what the companies 

say in their statements and annual reports is, in fact, what is happening in practice. 

Companies should also disclose the methodology and results of the assessments if the 

stakeholders and shareholders are to understand how or whether the board is acting on them, 

particularly in ensuring that purpose, values, strategy and risk appetite are aligned. The 

debilitating misalignment we found across all industries and regions in our recent risk culture 

study was due to an overwhelming  lack of awareness in risk and governance. Furthermore, 

the disclosures from such governance assessment requirements could allow companies to 

benchmark their progress (or lack thereof) compared with their peers. 

The board should be tasked with ensuring the continuous monitoring of the organisation’s 

governance framework, and that ensure the process for doing so is clearly defined and 

communicated across all operations. Best practice would include disclosing the progress of 

this monitoring and how the culture that the governance promotes is in line with inevitable 

changes to its purpose, risk appetite, size, strategy, legal jurisdictions and regulatory 

requirements. 

 

Q2: Do you think the board should report on the company’s climate ambitions and 

transition planning, in the context of its strategy, as well as the surrounding 

governance?  

In line with the OECD's revised G20 Principles of Corporate Governance revisions, we agree 

that the Board should be transparent about an organisation's climate goals and transition 

planning, and that crucially includes how its governance helps foster a culture needed to meet 

these objectives. 

Companies should disclose material policies and performance metrics related to 

environmental and social matters, just as they do regarding their commercial objectives. 

https://www.accaglobal.com/gb/en/professional-insights/risk/risk-culture.html
https://www.accaglobal.com/gb/en/professional-insights/risk/risk-culture.html
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If the UK adopts the ISSB Standards, IFRS S2 Climate-related Disclosures would require 

companies to disclose these to enable stakeholders to understand a company's strategy for 

managing its climate-related risks and opportunities. 

 

Q3: Do you have any comments on the other changes proposed to Section 1?  

Provision 3 could benefit from additional clarity about the role of stewardship and the 

responsibilities for both the board and shareholders in their ‘engagement’  — and how in the 

governance monitoring is the board keeping these in line with strategy.  We would like to see 

greater emphasis on organisational ethics and how boards define, frame and communicate 

their moral compass. Once clearly defined by the board, the other aspects, such as purpose, 

values, strategy and risk appetite, should come together more consistently. 

 

Division of responsibilities 

Q4: Do you agree with the proposed change to Code Principle K (in Section 3 of the 

Code), which makes the issue of significant external commitments an explicit part of 

board performance reviews?  

We welcome Code Principle K (in section 3 of the Code), and feel it has become an issue 

discussed widely across the world. A significant proportion of investors have lost confidence 

in board members during times of crisis. Service on too many boards or board committees 

can affect the time board members have to effectively fulfil their responsibilities. We agree that 

it is most important to ensure that the members have the approval and legitimacy of the 

shareholders that there is no conflict of interest. 

 

Q5: Do you agree with the proposed change to Code Provision 15, which is designed 

to encourage greater transparency on directors’ commitments to other 

organisations?  

We agree with the proposed change to Code Provision 15. Disclosure about other board and 

committee memberships and chair responsibilities is essential not only, as mentioned in 

response to question four, in revealing any potential conflict of interest but also in ensuring 

the member has sufficient time and experience. This can also lead to improved nominations. 

The assessment should be undertaken at least annually, for all directors, rather than one-off 

at appointment, which is aligned with the proposed amendment to Principle K, on annual 

performance review for directors. Changes to a director's appointment may affect their 

capacity to discharge responsibilities effectively. Keeping records for individual board 

members and any other work undertaken on behalf of the board and the related 

remuneration is also crucial. 

 

 

https://www.ey.com/en_uk/news/2023/07/a-third-of-uk-financial-services-directors-sit-on-at-least-four-boards
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Composition, succession and evaluation 

Q6: Do you consider that the proposals outlined effectively strengthen and support 

existing regulations in this area, without introducing duplication?  

The reporting landscape for diversity and inclusion is complex and fragmented, with a 

number of mandatory requirements and voluntary initiatives. However, we believe the 

proposed changes to the Code will strengthen and support existing regulations in this area, 

without introducing additional requirements or duplication. 

 

 

Q7: Do you support the changes to Principle I moving away from a list of diversity 

characteristics to the proposed approach which aims to capture wider characteristics 

of diversity?  

The changes to Principle I moving away from a list of diversity characteristics to the proposed 

approach is much more appropriate for the world we live in today. This may also encourage 

companies to look slightly further afield for non-executive directors, therefore, improving 

diversity and including different views, not just of race and gender, but also of expertise, age 

and experience. In fact, there could be even more specific attention to or guidance on how to 

assess what the board needs beyond ethnicity and gender in order to fulfil its above duties. 

For example, what expertise or perspective does it require that currently needs to be added 

to the board, and how or where does it get the desired composition necessary for steering the 

company in the right direction. Companies should also be encouraged to disclose these critical 

questions and how the board addresses them. The transformations we are talking about today 

require more critical thinking, so there needs to be a broader range of cognitive thought on 

boards to get their organisations where they want to be.  

ACCA welcomes the inclusion of a standardised numerical disclosure on the ethnic 

background and gender identity of their board, key board positions and executive 

management team in the Annual Report, as these are metrics that can give a better sign of 

actual progress (or lack of) in the company. There could also be beneficial reasons  for 

including the layer below executive management in these numerical disclosures, so that 

investors and stakeholders can gain deeper insight into how (or how not) the company’s 

culture is in line with its stated values and DE&I objectives 

However, on the ‘equal weight to all protected and non-protected characteristics’, there needs 

to be some consideration of how this might be open to manipulation, given that some diversity 

characteristics are subjective and open to interpretation. This could lead to not achieving the 

outcomes intended if this potentially distracts from core DE&I objectives that support 

demonstrably under-represented groups.   

Below is a quote from an ACCA member who works at an insurance company in the UK: 

“I think that tracking other forms of diversity, where the distinction may be less clear (e.g. class 

/ socio-economic background) could make tracking progress on protected characteristic 

diversity less clear.  I believe a better way to do this would be to concentrate on existing D,E&I 

initiatives and diversity monitoring and when we can demonstrate that companies are 

achieving an appropriate balance (aligned to broader society) then other forms of diversity can 
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be assessed. It is important that legal protections were applied to these characteristics 

because these people had been under-represented in companies, particularly in leadership, 

and poorly treated in broader society. We should not stop focussing on these areas until these 

issues have been overcome.” 

 

Q8: Do you support the changes to Provision 24 and do they offer a transparent 

approach to reporting on succession planning and senior appointments?  

We support the changes to Provision 24 and believe that this is best-practice governance. It 

is imperative for investors and stakeholders to see the approach, but also how and whether 

the governance monitoring ensures the approach they describe in their statements is 

actually what is being done in practice. Several jurisdictions worldwide are also stating that 

companies should disclose the selection processes and whether it was open to a broad field 

of candidates. 

 

Q9: Do you support the proposed adoption of the CGI recommendations as set out 

above, and are there particular areas you would like to see covered in guidance in 

addition to those set out by CGI?  

We support the proposed adoption of the CGI recommendations as set out; overall, the 

monitoring of governance by the board must include a continuous review of the internal 

structure of the company, ensuring there are clear lines of accountability for managing the 

company – how it treats its stakeholders and how it makes its products and delivers its 

services. As discussed in our Risk culture: Building resilience and seizing opportunities 

report, good governance starts with clarity of roles and responsibilities, and in today’s world, 

there also needs to be a clear distinction between responsibility and accountability. 

 

Audit, risk and internal control 

Q10: Do you agree that all Code companies should prepare an Audit and Assurance 

Policy, on a ‘comply or explain’ basis?  

We agree that all Code companies should consider preparing an AAP on a ‘comply or explain’ 

basis to ensure consistency in the matters that audit committees consider as part of the AAP, 

including consistency and comparability. Although the AAP is primarily aimed at PIEs, it is 

nevertheless good practice for other companies implementing the UK Corporate Governance 

code to prepare an AAP, as this would promote transparency with regard to external 

assurance provider engagement and allow a sustainability perspective to be incorporated into 

the corporate governance through multi-stakeholder considerations, which we feel should 

apply to non-PIE entities as well in the light of the current global challenges.  

 

https://www.accaglobal.com/gb/en/professional-insights/risk/risk-culture.html
https://www.accaglobal.com/gb/en/professional-insights/risk/risk-culture.html
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Q11: Do you agree that amending Provisions 25 and 26 and referring Code companies 

to the Minimum Standard for Audit Committees is an effective way of removing 

duplication?  

Given that the Code Provisions contain holistic guidelines on the roles and responsibilities of 

the audit committees, removing some aspects of the Provision and referring companies to the 

minimum standard for audit committees could fragment the guidelines and lead to potential 

inefficiencies by making companies refer to different documents relating to one topic. The 

aspects in question are not significant in leading to duplication or making the Code an 

unreasonable length. 

 

Q12: Do you agree that the remit of audit committees should be expanded to include 

narrative reporting, including sustainability reporting, and where appropriate ESG 

metrics, where such matters are not reserved for the board?  

Overall, we agree. Provisions 26 and 27 should expand the responsibilities of the audit 

committees to sustainability matters. We believe that the roles and responsibilities of the audit 

committee in relation to narrative reporting should mirror their roles and responsibilities in 

relation to financial reporting. For example, rather than being involved in the selection of ESG 

metrics to be reported on, the audit committee’s remit should focus on building stakeholders’ 

trust and strengthening the credibility of the entity’s sustainability-related information, such as 

through recommendations on the scope for assurance work, and the appropriate and 

commensurate level of assurance (limited vs reasonable assurance) on sustainability-related 

information. It would also include the selection of an external assurance provider, developing 

or strengthening the policy for the appointment of sustainability assurance providers, ensuring 

assurance providers have access to appropriate staff and supporting information, and 

overseeing the quality of the assurance work carried out.  

The audit committee may also advise the board or another committee on the assurability of 

sustainability-related information that the entity plans to report on. This would also align with 

the audit committee’s proposed responsibilities for developing the AAP. The board should 

ensure that the audit committee as a whole has the relevant competence to fulfil these 

expanded responsibilities.  

As stated in our ACCA report on the Tenets of good corporate reporting, we believe that 

corporate reporting needs to provide a more holistic picture of the performance of a business, 

beyond just showing investors its financial performance. A report should contain all relevant 

information allowing a user to understand the position, performance and, where appropriate, 

the prospects of the reporting entity. 

Ultimately, the efficiency of capital markets is enhanced if investors and lenders can compare 

disclosures by companies, so we also advocate ensuring consistency and interoperability as 

much as possible while at the same time allowing for flexibility where it makes sense, for 

example, for small companies that might need time to develop appropriate processes. This 

may justify prioritising disclosure requirements of some of the most relevant sustainability 

matters and phasing in others on a ‘comply or explain’ basis. 

https://www.accaglobal.com/gb/en/professional-insights/global-profession/Tenets-of-good-corporoate-reporting.html
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We also wish to reiterate that the audit committee is an important part of effective corporate 

oversight and audit committees play a vital role in capital markets’ investor protection. 

Narrative reporting, including sustainability reporting, is a subset of corporate reporting. 

Accordingly, we believe that the audit committee’s responsibilities in relation to the oversight 

of audit of financial statements and the audit tender process should expand to encompass 

narrative reporting, unless another more suitable or relevant board committee has been 

expressly identified to fulfil this responsibility. Nonetheless, all directors of the board shall 

continue to have collective responsibility for decisions taken by the board (unitary board 

principle).  

We further note that the Audit Committees and the External Audit: Minimum Standard does 

not currently address non-financial reporting. As such, in the event that the remit of audit 

committees is expanded, the Audit Committees and the External Audit: Minimum Standard 

should be reviewed, in addition to updating the regulations and the Guidance expected to be 

issued by the FRC, to ensure continued alignment with the latest requirements of the FRC 

UK Corporate Governance Code.  

Internal audit function 

The failure to use the update to the Code to make an explicit requirement to have an internal 

audit function (either in house or outsourced) on publicly listed companies is a missed 

opportunity.  Good examples exist either in Codes used in other jurisdictions or in PRA and 

FCA requirements for regulated financial services companies to set out explicit 

responsibilities.  As a minimum, we would propose a requirement for a periodic review by the 

Board, advised by the Audit Committee, on whether there is a need for an internal audit 

function. 

 

Q13: Do you agree that the proposed amendments to the Code strike the right balance 

in terms of strengthening risk management and internal controls systems in a 

proportionate way?  

It is important to ensure that the board takes responsibility for the oversight, assessment of 

effectiveness of risk management (RM) and internal control (IC) systems and explains how it 

does this by reporting on it annually. We agree that the proposed amendments to the Code 

strike the right balance in terms of strengthening risk management and internal controls 

systems proportionately; however, the revised Guidance must include the necessary details 

to help companies fulfil their new proposed requirements. 

The consultation paper notes that the revised Guidance ‘may’ set out circumstances in which 

external assurance might be considered appropriate to aid the development of that policy. We 

strongly support that boards seek to obtain external assurance over the effectiveness of the 

company’s risk management and internal control framework hence we support that the FRC 

does refer to such circumstances in its Guidance. 

Explicit statements should show how the board ensures that management executes all this, 

giving clear insights to stakeholders who want to know whether the company objectives and 

the business activities established to achieve them are supported by a strong foundation of 
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risk management and internal control systems. This includes their responsiveness to material 

sustainability challenges. 

 

Q14: Should the board’s declaration be based on continuous monitoring throughout 

the reporting period up to the date of the annual report, or should it be based on the 

date of the balance sheet?   

Due to the nature of the RM and IC processes and their inherent characteristics, such as; 

responsiveness and adaptability to changes in the internal and external environment; 

continuous improvement; feedback loops; and the pace of changes in reporting and 

compliance environments, the declaration by the board should relate to the effective 

functioning of the RM and IC systems throughout the reporting period up to the date of the 

annual report. 

This approach will also be responsive to the common approach and best practices of internal 

audit and external audit assessments of internal controls, to identify systemic deficiencies (in 

internal controls). This naturally means reviewing operations over the reporting period rather 

than at a point in time. This approach appropriately reinforces directors’ ongoing accountability 

rather than at a particular point in time.  

 

Q15: Where controls are referenced in the Code, should ‘financial’ be changed to 

‘reporting’ to capture controls on narrative as well as financial reporting, or should 

reporting be limited to controls over financial reporting?  

We agree with the proposal that “financial” should be changed to “reporting” to capture controls 

on narrative as well as financial reporting.  As the importance of sustainability reporting is 

increasing, internal controls operating over sustainability-related information that informs 

narrative reporting are equally important to ensure the production of high-quality sustainability-

related information for internal and external users.   

The disclosure of sustainability matters, financial reporting, and other corporate information 

must be connected. The same level of rigour to the measurement and reporting of financial 

information should be applied to sustainability-related information, including the G in ESG. As 

detailed in our Risk Culture Report.  

 

Q16: To what extent should the guidance set out examples of methodologies or 

frameworks for the review of the effectiveness of risk management and internal 

controls systems?  

We understand that in a principles-based Code, flexibility should be provided to comply with 

the principles and that the guidance cannot, therefore, be overly prescriptive. However, this 

is a key change in the Code and guidance via examples of methodologies or frameworks for 

the review of the effectiveness of risk management and internal controls systems would be 

very helpful. In order to remain within the principles-based spirit of the Code, the guidance 

should explicitly state that these are only examples and not an exhaustive list of plug-in or 

https://www.accaglobal.com/gb/en/professional-insights/risk/risk-culture.html
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tick-the-box methodologies and frameworks which can be used. Such non-prescriptive 

guidance on assessing RM and IC systems should have an emphasis on: 

• Roles and responsibilities of the board, relevant committees, management, internal 

audit and process owners.  

• Importance of continuous monitoring of the systems and adaptation to the changing 

environments through risk assessment, key trends control reviews, significant 

operational changes, and regulatory change. 

• Importance of competence of those involved in the review from financial, business, 

compliance, and sustainability perspectives. Continuous development of skills and 

cross-training between different teams within the company to effectively gain a full view 

for the assessment of the RM and IC systems.  

We have found that the misalignment of risk management frameworks can be debilitating for 

companies and believe it is crucial for boards, audit & risk committees in particular, to address 

these gaps given the disruption and uncertainty. Our recent risk culture study showed that 

most companies even with mature ERM frameworks are very disconnected. Our survey also 

explained how some functions are completely unaware of potential risks or the appetite for 

them, which is a real danger.  It is ultimately the board’s responsibility to drive the culture 

needed to achieve the organisation’s objectives and that includes ensuring the oversight of 

threats that could prevent such success.  

Additional detail relating to these areas is available in our Risk culture report. One of our 

calls to action in this report is that boards and other major decision makers need to 

understand the behaviours that produce risks. Other relevant calls to action include: 

• Call to action 4: A ‘tick the box’ compliance approach cannot be a substitute for risk 

management. 

• Call to action 8: Measure and incentivise the risk culture you want by making sure 

‘everyone owns it’. 

 

Q17: Do you have any proposals regarding the definitional issues, e.g. what constitutes 

an effective risk management and internal controls system or a material weakness? 

We believe that the definition used for material weakness should be consistent with the 

definitions found in ISA (UK) 265, Communicating Deficiencies in Internal Control to Those 

Charged With Governance and Management and the equivalent PCAOB standards, as well 

as being in line with definitions used in frameworks that are commonly used for the 

establishment of an effective risk management and internal controls systems such as for 

example, the COSO framework.  

The definition of a material weakness could be amended as follows: 

A fault, deficiency or failure, or a number of such, in the design or operation of the risk 

management and internal control framework, such that there is a reasonable possibility that 

the company’s ability to identify, assess, respond to, or monitor risks to its strategic, 

operational, reporting and compliance objectives in a timely manner is adversely affected 

https://www.accaglobal.com/gb/en/professional-insights/risk/risk-culture.html
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Q18: Are there any other areas in relation to risk management and internal controls 

which you would like to see covered in guidance?  

The importance of technology-based controls must not be lost. Any internal control framework 

increasingly relies upon the skillsets of the individuals who deliver it. Having an assessment 

of how those charged with governance have assessed the appropriateness of those skills (in 

the second and third lines) may well be appropriate.    

 

On the basis for declaration, we would like to see the following covered in guidance: 

• Disclosing the approach to determining materiality, particularly in the context of 

assessing internal controls over sustainability reporting; 

• The inclusion of a narrative on the changing risk landscape and how this has impacted 

the maintenance of the effectiveness of the RM system. For example, a high-level 

approach to risk identification, assessment, and internal reporting to ensure that the 

dynamic environment is factored into the RM system and to show whether it is a 

continuous process. 

 

On guidance on RM, IC and Related Financial and Business Reporting, we would like to see 

the following covered in guidance: 

• Emphasis on the reliability of data and information used in reporting, both generated 

internally and collected from third parties, which is most relevant for sustainability 

reporting due to numerous data sources, limited IT solutions for non-financial data and 

the need to collect information from third parties (e.g. Scope 3 greenhouse gas 

emissions, sustainable supply-chain); 

• Emphasis on building competence and cross-functional knowledge sharing should be 

made as an integral element of an effective RM and IC system and a primary principle 

of good governance applicable to the board, committee members, RM, IC, and IA 

teams; 

• It could also be advised that companies may need to look for skills outside those 

typically represented in such teams, including sustainability experts and non-

finance/non-accounting experts (depending on the industry) to effectively assess 

effectiveness of ESG and operational controls. 

 

Q19: Do you agree that current Provision 30, which requires companies to state 

whether they are adopting a going concern basis of accounting, should be retained to 

keep this reporting together with reporting on prospects in the next Provision, and to 

achieve consistency across the Code for all companies (not just PIEs)?  

Yes, we agree that current Provision 30 should be retained.  

 

Q20: Do you agree that all Code companies should continue to report on their future 

prospects?  

We agree that all Code companies should continue to report on their future prospects. As the 

consultation paper notes, we find that this is an area of great interest for investors which plays 

an important role in ongoing engagement and future investment. 
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Q21: Do you agree that the proposed revisions to the Code provide sufficient 

flexibility for non-PIE Code companies to report on their future prospects?  

We agree that the proposed revisions to the Code provide sufficient flexibility for non-PIE Code 

companies to report on their future prospects.  

 

Remuneration 

Q22: Do the proposed revisions strengthen the links between remuneration policy 

and corporate performance? 

We agree that the proposed revisions strengthen the links between remuneration policy and 

how it supports sustainable corporate performance. Companies are and should be expected 

to disclose timely information, including material changes in the remuneration policies applied 

to board members and key executives, as well as remuneration levels or amounts on a 

standardised or comparable basis, so that investors can assess the costs and benefits of 

remuneration plans and the contribution of schemes, such as stock option schemes, to 

company performance. Individual disclosure (including termination policies and retirement 

clauses) is also becoming regarded as best practice and is now required or recommended in 

many G20 jurisdictions. Some regimes concentrate on specific positions, while others require 

the compensation of the highest-paid executives to be disclosed. . The use of sustainability 

indicators in compensation may demand disclosures that allow investors to judge whether the 

indicators are linked to material sustainability-related risks and opportunities and how they 

incentivise a long-term perspective.  

Below is a quote from an ACCA member who is a NED in the UK: 

“I think there could be stronger alignment with the Senior Managers Regime that is applied to 

UK-based financial services businesses.”  

This member also welcomed the provisions because directors are generally judged and 

rewarded on recent statutory accounts or short term projections:  

“Quantified future risk has been generally ignored. This can be counterproductive to the 

long-term existence or value of the organisation, so the remuneration committee should be 

required to address these issues and be open with their consideration and how they intend 

to address them.” 

 

Q23: Do you agree that the proposed reporting changes around malus and clawback 

will result in an improvement in transparency?  

We support measures to increase the transparency of remuneration policies and a 

commitment to clear and consistent communication. We believe the proposed reporting 

changes will provide more transparency to enable users to understand what malus and 

clawback provisions the company have in place, how they can be used and for how long. The 

additional information should enable users to assess whether remuneration outcomes are truly 
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aligned with the company’s performance and the successful delivery of the company’s long-

term strategy including environmental, social and governance objectives.  

More generally clawbacks should allow for issues arising from poor culture, or from decisions 

out of alignment with ESG aspirations, to have consequences. This alignment with longer term 

remuneration should reinforce the importance of culture and ESG and avoid the misconception 

that they can be ignored when sales are the priority. This should help prevent some of the 

type of governance failures we have seen in the banking community in recent years.  

If certain malus and clawback provisions are triggered by different circumstances, we suggest 

categorising them accordingly and disclosing them separately for more transparency. 

Disclosing the use of malus and clawback provisions over the preceding last five years 

provides useful trend information and potentially highlights more severe underlying problems 

in the company’s governance.  

 

Q24: Do you agree with the proposed changes to Provisions 40 and 41? 

We agree with the proposed changes to Provisions 40 and 41. Clear and consistent reporting 

should provide greater transparency for investors without placing unnecessary constraints on 

remuneration committees in determining the arrangements most suited to their company’s 

circumstances, and it is good to eliminate duplication. One concern with this change is that 

companies may think it has been removed entirely. So, this change needs to be explained 

clearly to ensure it is understood. 

 

Q25: Should the reference to pay gaps and pay ratios be removed, or strengthened?  

We agree it is important that improvements continue to be made in this area and think asking 

companies to report on measures that have been implemented to reduce and eliminate pay 

gaps within their organisation is a must. 

 

Q26: Are there any areas of the Code which you consider require amendment or 

additional guidance, in support of the Government’s White Paper on artificial 

intelligence? 

There are a number of areas of the Code which we believe require amendment or additional 

guidance, in support of the Government's White Paper on Artificial Intelligence. 

US listed companies are required to have proven IT experience on the board. While this must 

be an ever-growing requirement with the evolution of AI, Chatbots and data analytics, this 

however appears to be omitted from the Code.  

Boards are expected to govern an organisation's adoption or rejection of AI. In order to meet 

those expectations, boards must learn how their organizations can and should use AI, what 

vulnerabilities it brings, how it can massively scale the organisation's upside potential, where 

the opportunity to innovate lies, and what level of unexpected outcomes they are willing, or 

unwilling, to accept. Boards must also press their executive teams to deeply understand the 

https://www.forbes.com/sites/conormurray/2023/03/13/what-to-know-about-silicon-valley-banks-collapse-the-biggest-bank-failure-since-2008/?sh=302488724c27
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board's expectations regarding management, compliance, ethics, and more. Education is 

crucial here, and companies should explain how they are upskilling across specific roles, in 

addition to the rationale for prioritising those roles. 

While there are always likely to be loopholes in regulation, the concern will be where AI gets 

in the hands of bad actors. Cooperation globally will be the best way to address such concerns. 

However, we already see the challenges of global fragmentation from intensifying competition 

between the United States and China in technology supply chains and AI adoption,  to the 

European Union's pursuit of open strategic autonomy and the failure of the G7 countries to 

agree on binding mechanisms for global digital governance, most notably on international data 

transfers. The challenging implication for organisations is how to navigate the  vast range of 

compliance obligations, regulatory guidance, and new legislation. We believe the FRC has a 

crucial role to lead in harmonising this space by leveraging existing frameworks, such as the 

World Ethical Data Foundation, which recently released a new voluntary framework for 

developing artificial intelligence products safely. Many of the world’s top AI experts have 

already backed this framework. 

Through our engagement with members around the world we are seeing how AI can look at 

unstructured data and find trends (and patterns) from past events that can be used to make 

risk predictors. Using these patterns, it is possible to build realistic scenarios for the future to 

predict what will happen and estimate the risk. AI also makes the link between business 

processes and risk easier to see. By making data more open, risk controls and their usefulness 

can be evaluated to make sure that the right steps are taken to reduce risk. Auditors can use 

AI to look at whole groups of data and activities instead of just a few, making the audit more 

thorough and helping them find strange things that can be flagged for closer inspection. It also 

makes sure that smaller transactions get the same level of attention they didn't get before 

because of materiality limitations. 

Since the launch of ChatGPT in November 2022, many ACCA stakeholders have raised 

questions about AI governance. The OECD states: “accountability” refers to the expectation 

that organisations or individuals will ensure the proper functioning, throughout their lifecycle, 

of the AI systems that they design, develop, operate or deploy, in accordance with their roles 

and applicable regulatory frameworks, and for demonstrating this through their actions and 

decision-making process (for example, by providing documentation on key decisions 

throughout the AI system lifecycle or conducting or allowing auditing where justified). 

 

https://openletter.worldethicaldata.org/en/openletter/

