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As noted in our February 2018 publication on the corporate governance changes introduced by
the revisions to AIM Rule 26, from 28 September 2018 all AIM companies need to report on
their application of a recognised corporate governance code. In this briefing we consider that
further, including some consequences of applying either the UK Corporate Governance Code
applicable to premium listed companies, or the Corporate Governance Code issued by the

Quoted Companies Alliance (the QCA Code).

The AIM rule

From 28 September 2018, AIM companies are
required to report on their website:

— details of a recognised corporate governance
code that the board of directors has decided to

apply;
— how the company complies with that code; and

— where it departs from its chosen code an
explanation of the reasons for doing so.

This information should be reviewed annually and the
website should include the date on which the
information was last reviewed.

Inits “Inside AIM" newsletter (July 2018), the
London Stock Exchange noted that:

— it expects that the governance statement will be
updated at the time of preparing the annual
report and accounts; and

— the governance statement should be easily
accessible from the company’s AIM Rule 26
landing page, although this could be by a cross-
reference from that page to the relevant section
or page of the annual report, itself on the
website, that contains the statement.

1 Other recognised codes including industry codes may also be applied.

When and where?

It would be preferable if the governance statement
specified the period it covers, because there are
usually distinct periodic events that codes deal with,
such as the annual report and accounts, or the AGM.

In our view, the simplest, clearest approach on an
ongoing basis would be to include the governance
statement in the annual report and for it to cover the
period to the date of its sign-off, since the last annual
report sign-off. In terms of location, the annual report
would be uploaded to the company’s website with a
cross-reference from the company’s AIM Rule 26
landing page.

If a company does not embed its statement in its
annual report, then our recommendation is that the
website statement be updated at the same date as
approving the annual report.

For the initial September 2018 upload the governance
statement will need to be uploaded to the website
separately as the annual report will usually already
have been signed off some months previously.

If the governance statement ceases to reflect the
company’s current state of compliance, it would be
appropriate — although not specifically required by the
AIM Rules — that the out-of-date statement be
updated accordingly.
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The UK Corporate Governance Code
Annual report disclosures

The UK Corporate Governance Code requires inter
alia up to 19 disclosures to be given in the annual
report and accounts.

This includes a “fair, balanced and understandable”
statement, a description of the principal risks, a
confirmation that the assessment of principal risks
was robust, a longer-term viability statement, and
specific audit committee disclosures.

Although an AIM company’s UK Corporate
Governance Code compliance statement can be on
its website, in order to comply with the UK Corporate
Governance Code itself, these 19 disclosures must
be in the annual report and accounts (i.e. directly in it,
not by cross-reference, as the annual report and
accounts must stand on its own).

If an AIM company includes such disclosures only on
its website, then its compliance statement must
identify this as a departure from the requirements of
the UK Corporate Governance Code and explain the
reasons for such departure.

Additional auditor reporting

UK auditing standards require additional reporting by
the company's auditor when the UK Corporate
Governance Code is applied. This includes reporting
on the “fair, balanced and understandable”
statement, the principal risks, the confirmation of a
robust assessment of principal risks, the longer-term
viability statement, and audit committee disclosures;
and different wording for the standard going concern
reporting.

The auditor is not, however, required to report on the
company's corporate governance statement itself
(thatis a Listing Rules requirement for premium
listed companies and not applicable to AIM
companies).
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The QCA Code

Application of the QCA Code also requires the
inclusion of a number of disclosures within the annual
report such as an explanation of the company’s
business model and strategy; how the board has
embedded effective risk management; and the
process used to evaluate board performance.

Application of the QCA Code, however, does not
trigger any requirement for additional reporting by the
company’s auditor. That said, the annual report
disclosures will be covered by the auditor's general
responsibility to read the rest of the annual report and
to report any material misstatements based on
knowledge from the financial statements audit work.

The QCA Code is available from the QCA's website
here.
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