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SUMMARY

There has been a significant increase in the level of regulation concerning corporate governance

since the last financial crisis. But what exactly are the regulators looking for, and how high should it

be on your regulatory priority list for 2021?

In recent times, there has been a significant increase in the level of regulation concerning corporate

governance. Against the backdrop of the current pandemic, with firms facing previously

unimaginable commercial challenges with a scattered workforce, strong corporate governance is

arguably more important than ever.

Regulators have expressed a desire for strengthening corporate governance in key areas. These

include:

1. Strong subsidiary board governance within UK-authorised firms sitting within large international

groups. There is a concern on the regulators’ part that the boards of subsidiary undertakings may

not be sufficiently independent from the firm’s parent company or shareholders to be able to take

the right decisions from the perspective of the UK subsidiary (or branch).

2. Better governance in relation to non-financial misconduct and other ‘people-related’ risks. The

regulators are keen to see more consideration being given at board level to how the firm’s staff

behave, and what motivates them in doing so (with remuneration and performance management

being two key examples).

3. Greater diversity on the boards of authorised firms. Regulators have repeatedly made their views

clear in relation to this area: the messages are now getting stronger and have crystallised into a

settled regulatory view that lack of diversity on boards is a risk management issue, given the risk

of ‘groupthink’ that such lack of diversity can engender.

From a regulatory perspective, these objectives matter now for three key reasons:
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1. Effective corporate governance operates as a protective mechanism for firms against regulatory

risk.

2. Sound corporate governance is essential for the development and embedding of a sound

corporate culture.

3. PRA review evaluating the effectiveness of the SMCR regime on a “multi-sector” basis.

It is clear that strengthening your corporate governance framework to meet the regulators’ evolving

expectations should be kept high on your list of priorities for 2021. Not only will the regulators be

happy to see you doing this, but it will also improve your regulatory risk profile.

Polly James, Ariel White-Tsimikalis and Siân Cowan wrote about this in our Emerging Themes in

Financial Regulation 2021 publication.

Litigation & Dispute Resolution

Financial Regulation Compliance & Investigations

Regulation, Compliance & Advisory

RELATED PRACTICE AREAS

https://bclplaw.marketing/flipbooks/Emerging%20themes%20in%20financial%20regulation%202021/


© 2024 Bryan Cave Leighton Paisner LLP.

3

MEET THE TEAM

This material is not comprehensive, is for informational purposes only, and is not legal advice. Your use or receipt

of this material does not create an attorney-client relationship between us. If you require legal advice, you should

consult an attorney regarding your particular circumstances. The choice of a lawyer is an important decision and

should not be based solely upon advertisements. This material may be “Attorney Advertising” under the ethics and

professional rules of certain jurisdictions. For advertising purposes, St. Louis, Missouri, is designated BCLP’s

principal office and Kathrine Dixon (kathrine.dixon@bclplaw.com) as the responsible attorney.
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