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The Rt Hon Kwasi Kwarteng MP 
Secretary of State for Business, Energy & Industrial Strategy 
Department for Business Energy and Industrial Strategy 
1 Victoria Street 
London 
SW1H 0ET 
 
Email: audit.consultation@beis.gov.uk 
 
 

7 July 2021 

 

Dear Secretary of State for Business, Energy and Industrial Strategy,  

Please find enclosed our response to your consultation on “restoring trust in audit and corporate governance”.  

The 100 Group 

This response has been prepared by the 100 Group Main Committee and is intended to speak on behalf of the Group as a whole. 
The 100 Group membership represents around 90% of the FTSE100 market capitalisation as well as a number of equally significant 
sized unlisted businesses. We note that whilst this letter expresses the views of the 100 Group as a whole, these views are not 
necessarily those of individual members nor their respective employers. We thank you for the opportunity to comment on your 
proposal and are happy to have any follow up discussion if helpful. 

The case for change 

We are supportive of the intentions of the consultation, to maintain the UK’s position as a leading destination for investment with 
high quality, trusted audit and corporate governance underpinning effective capital markets. It is important for audit and 
corporate governance to evolve to meet the ever-expanding set of users’ needs and to reflect the changing business environment, 
which includes learning from corporate failures.  

The majority of our membership have, or can acquire, the resources and expertise needed to implement the proposals contained 
in the consultation. However, it would be at a significant cost, and will not necessarily address the underlying causes of recent 
high profile failures such as BHS, Carillion and Patisserie Valerie. 

The UK has an internationally respected corporate reporting, corporate governance and external audit architecture that many 
countries across the globe seek to emulate. Within this environment, good audit practice can mitigate, but not eliminate, risk. 
Furthermore, some corporate failure is inevitable, indeed business creation, growth and failure are all necessary parts of a 
functioning economy.  

As the UK recovers from the pandemic, moves forward following its departure from the European Union, and addresses expanding 
stakeholder environmental and social demands it is vital that any actions taken as a result of the consultation are not detrimental 
to UK competitiveness or the attractiveness of UK markets to investors. 

Volume of proposals 

Given this context we have significant concerns about the volume of proposals included in the consultation. Whilst each proposal 
may have merit in isolation, the aggregate burden on companies, audit firms and the regulator of implementing the full suite of 
recommendations would be wholly disproportionate. In our view, they would significantly increase costs borne by companies and 
investors and risks the attractiveness of the UK market.  

If the UK’s capital markets are to be successful and support broader economic growth, care should be taken that ever increasing 
governance obligations should not detract from management’s ability to create long term value for all stakeholders including 
shareholders.  

There are also practical limitations on the ability and capacity of companies, audit committees, auditors and the regulator itself to 
implement all the proposed changes. These practical limitations will be further exacerbated by expanding the scope of PIEs and 
any shortening of Companies’ House filing deadlines. 

Criteria for success 

While recognising the various challenges above, we are committed to supporting the intentions of the consultation and have set 
out below a number of features, that in in our view are crucial for the successful implementation of any proposals. 

Specification, prioritisation and phasing of proposals  

Many of the proposals are currently conceptual, without the specificity needed to allow companies to provide detailed comments 
on implementation. Further consultation will be needed before such implementation, which will then need to be prioritised and 
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phased to allow sufficient time for companies, audit committees, auditors and the regulator to develop capacity and expertise. 
More certainty should be provided on which proposals will be implemented, and when.  

The initial focus should be targeted proposals that improve the competitiveness of the UK as a destination for foreign investment, 
notably strong internal controls in all PIEs, the development of Audit and Assurance Policies (subject to our detailed comments), 
and the establishment of the regulator itself.  

Implementation that focuses on outcomes and simplicity 

New requirements ought to address specific objectives in a way that minimises costs and administrative burden. There should be 
a clear, quantifiable benefit based on an identified need before proposals are pursued. Implementation should then focus on 
addressing this demand in a way that aligns with existing business risk processes and reporting, and current requirements.  

Engagement with companies and other stakeholders will be essential to ensure that changes are approached with an informed 
focus on simplicity and cost effectiveness.  

Equivalence and alignment  

Alignment will also be needed with other regimes to avoid duplication or conflicts, including with other jurisdictions, with other 
UK regulators and with other government proposals. For example, many of our members are already regulated by the FCA and 
PRA, or as multinationals already apply internal controls frameworks. Proposals should be designed so that one process or 
attestation covers all substantively identical requirements. We note that the objectives of the white paper are difficult to reconcile 
with other government policies such as the Lord Hill Review of Listing Rules. 

Proportionality 

Requirements will need to be proportional, balancing the expected benefit with the implementation and ongoing incremental 
cost, time and administrative burdens. For example, requirements should be scaled based on size, internal assurance structures 
and group structures. Even premium listed businesses are not a homogeneous group. 

In particular, there ought to be exemptions for UK subsidiaries and controlled undertakings of a PIE groups. These entities are 
considered as part of group reporting and attestations. Further, the audit committee and associated governance primarily sit at 
the group level. Additional individual requirements would incur significant duplication for limited additive benefits for 
stakeholders.  

Requirements should also reflect that not all assurance takes the form of external audit and assurance. Most large PIEs have 
experienced internal assurance and established three lines of defence models, on which boards and senior management, and 
other regulators, regularly place reliance. We are concerned that there appears to be a perception within the white paper that 
high quality assurance is only provided by third parties.  

We believe the impact assessment significantly underestimates costs, as it does not appear to take into account all that might 
reasonably be expected to be incurred. As an example, in calculating the additional costs of instituting or expanding audit 
committees, BEIS has included the cost of recruiting audit committee members and the time spent on meetings but has not 
included the additional costs that would be incurred by companies in supporting audit committees. 

Clear and concise reporting 

We encourage clear and concise corporate reporting that allows stakeholders to understand how the business delivers long term 
value. Layering on additional requirements without taking away unnecessary or ineffective disclosures does not increase the 
transparency and comparability of annual accounts taken as a whole. Material information may be obscured by lengthy, 
immaterial, boiler plate disclosures. 

Building a strong but effective regulator 

In combination the proposals would provide the regulator with substantially more powers. As such, checks and balances will be 
needed including detailed processes and independent appeals mechanisms. New powers should only be provided once a clear 
need has been demonstrated, appropriate detail has been provided on how they would be used, and suitable stakeholder 
engagement has been performed to identify unintended consequences and concerns.  

In our view, the regulator should focus on ensuring high quality audit and corporate reporting when developing future policy or 
applying its powers. Any competition objective ought to be secondary and only pursued when it is not to the detriment of audit 
quality or the resilience of the audit market. This is in line with other regulators such as the PRA. 

Appropriate disclosure safeguards 

There must be safeguards for commercially sensitive and price sensitive information, particularly when considering publication. 
Companies, advised by their brokers and lawyers as appropriate, have an obligation to decide what information is sensitive to 
their business and how that information should be shared in an orderly manner with the market, so appropriate processes will be 
required for any regulatory disclosure. 
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Appendix 1 details our detailed responses to the questions posed in the consultation. We have responded to all of the questions 
raised in the consultation, except to a small number of questions that we consider are best left to individual companies or other 
stakeholder groups. 

In our response, those topics which we have significant views in relation to are: 

- Chapter 2: Stronger internal company controls (2.1) 

- Chapter 2: Dividends and capital maintenance (2.2) 

- Chapter 3: Resilience Statements (3.1) 

- Chapter 3: Audit and assurance policies (AAP) (3.2) 

- Chapter 5: Company Directors  

- Chapter 8: Market opening measures (managed shared audits) (8.1) 

         

Please do contact our secretariat, Hannah Maughan at secretariat@the100group.co.uk should you wish to discuss any of our 
comments in further detail and she will be very happy to put you in touch with us.  

Yours faithfully,  

  

 

Julia Wilson, 

Chair of the 100 Group  
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APPENDIX 1 – Detailed responses 

 

Chapter 1  The Government’s approach to reform 

1.3 Resetting the scope of regulation 

1 Should large private companies be included within the definition of a Public Interest Entity (PIE)? Please give 
your reasons. (34) 

100G response PIEs that are UK consolidated subsidiaries or controlled undertakings of a PIE group should be exempt from 
the PIE requirements. These entities are material parts of the internal control and financial reporting 
systems that feed into group processes, results and reporting, so will be considered as part of group 
requirements and attestations. The holding company is also the level at which the audit committee and 
related governance primarily sits. Failing to provide exemptions for these entities would result in undue 
complexity, significant duplication and additional cost for companies, whilst providing limited incremental 
benefits for investors or other stakeholders. It would also significantly increase the risks for any 
independent directors sitting on a subsidiary board or audit committee, which would result in recruitment 
issues. 

Any fundamental differences in company director requirements and responsibilities between listed and 
equally sized large private companies should be limited. It is important that both have well-functioning 
boards given that they are likely to have a significant impact on the economy; employ large workforces; and 
be supported by extensive supply chains. Placing substantial additional requirements on listed boards risks 
deterring talent from the roles and increases the proportion of board time spent on governance and 
administration, thus reducing the boards’ capacity to create long term value for stakeholders. 

2 What large private companies would you include in the PIE definition: Option 1, Option 2 or another? Please 
give your reasons. (34) 

 100G response We have no comments on this question. 

3 Should AIM companies with market capitalisation exceeding €200m be included in the definition of a PIE? 
Please give your reasons. (35) 

100G response We have no comments on this question. 

4 Should Government give newly listed companies a temporary exemption from some of the new reporting 
and attestation requirements being considered for Public Interest Entities? (35) 

100G response We have no comments on this question. 

5 Should the Government seek to include Lloyd’s Syndicates in the definition of a PIE? Please give your 
reasons. (36) 

100G response We have no comments on this question. 

6 Should the Government seek to include large third sector entities as PIEs beyond those that would already 
be included in the definitions proposed for large companies? If so, what types of third sector entities do you 
believe should be included and why? (36) 

100G response We have no comments on this question. 

7 What threshold for ‘incoming resources’ would you propose for the definition of ‘large’ for third sector 
entities? Is exceeding £100m too high, too low or just right? (37) 

100G response We have no comments on this question. 

8 Should any other types of entity be classed as PIEs? Why should those entities be included? (37) 

100G response We have no comments on this question. 

9 How would an increase in the number of PIEs impact on the number of auditors operating in the PIE audit 
market? (38) 

100G response We have no comments on this question. 

10 Do you agree that the Government should provide time for companies to prepare for the introduction of a 
new definition of PIE? (38) 
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100G response Increasing the scope, and therefore the number, of PIEs will increase the workload for companies, their 
auditors and the regulator. Implementation timetables, for both existing and new PIEs, will need to be 
mindful of the availability of suitable resources to support the delivery of the increased requirements.  

11 Do you agree that the Government should seek to offer a phased introduction for a new definition of PIE? 
(38) 

100G response In our view, for implementation of the proposals to be successful, they will need to be prioritised 
appropriately and have phased implementation for all PIEs not just new PIEs. Companies, audit 
committees, auditors and the regulator itself will need sufficient time to develop capacity and expertise 
on the wide range of topics considered within the consultation. 

Chapter 2 Directors’ accountability for internal controls, dividends and capital maintenance 

2.1 Stronger internal company controls 

12 Is there a case for strengthening the internal control framework for UK companies? What would you see as 
the principal benefits and disbenefits of stronger regulation of internal controls? (49) 

100G response Strengthening the internal controls framework for UK companies should improve standards and 
consistency both between companies and with other jurisdictions, driving increased investor confidence. 
Whilst maintaining appropriate accounting records and controls are already requirements derived from the 
Companies Act 2006, the Listing Rules and the UK Corporate Governance Code, this objective can be 
achieved in a variety of ways. 

The principal disbenefit will be an increase in cost for preparers, the quantum of which will be dependent 
on the scope of controls considered, assurance requirements and equivalence with other internal control 
regimes. In our view, a disproportionate increase in requirements would have an impact on the 
attractiveness of the UK as a prime location for businesses. For example, we would have significant concerns 
if any new control environment was similar to or more burdensome than US SOX or reached wider than 
financial reporting controls. Our members that apply US SOX note that the additional time and cost it places 
on a business is significant and should not be underestimated, especially in the first few years of 
implementation. 

We also expect that there will be significant resource constraint amongst issuers, auditors and the regulator 
during implementation to ensure existing reporting timeframes and the issuance of annual reports are not 
jeopardised.  

13 If the control framework were to be strengthened, would you support the Government’s initial preferred 
option (Table 2)? Are there other options that you think Government should consider? Should external audit 
and assurance of the internal controls be mandatory? (49)  

100G response In our view for the proposals to be successful the scope of the regime will need to be limited to the controls 
over financial reporting, there will need to be suitable international alignment, stakeholder engagement 
will be needed to develop suitable principles and guidance and assurance should not be mandatory. Further 
details on each of these points are included below. 

Scope of controls under review 

The scope of controls under review should be limited to financial reporting controls only as these can be 
firmly anchored to the financial statements. This would align with the scope of control frameworks that 
exist in other jurisdictions and address what we understand to be the intent of the consultation.  

Expanding the scope to include all financial controls or even all internal controls would significantly increase 
both the implementation costs and ongoing financial and compliance burdens on companies and would 
result in overlaps with other regulators. For example, there are already suitable regulations around how 
medical devices are manufactured or how the health and safety of employees is maintained.  

Furthermore, if non-financial reporting controls were included the definition of materiality for a disclosable 
deficiency would be very subjective leading to inconsistent and confusing interpretations. Disclosure of 
deficiencies in areas such as cyber, data and legal compliance could also limit internal transparency through 
a disincentive to report internally. 

International alignment  

Implementation of a regime equivalent to or more burdensome than full US SOX would be disproportionate 
for many of the companies within the proposed scope of the requirements. 
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Further, any requirements and guidance on the application of the new control framework should be based 
on the application by companies, not, like it is in the US, through a series of auditing standards that 
companies then have to interpret.  

However, any UK internal control regime will need to be compatible with controls frameworks in other 
jurisdictions in order to avoid unnecessary duplication of costs, effort and reporting for dual listed 
companies. For example, compliance with US SOX (at a more detailed level) should achieve compliance 
with any new UK control framework.  

Principles and guidance  

Principles and guidance will need to carefully balance prescriptive requirements and unambiguous 
definitions with flexibility. Flexibility will be needed to allow management to implement requirements 
appropriately for their business and industry and to avoid assessments of internal controls becoming a tick 
box exercise rather than a proactive risk management procedure.  

However, a framework that is not sufficiently prescriptive will not generate the desired market consistency, 
would result in increased complexities thus increased costs and would create challenges in reaching 
conclusions between companies and auditors. If the UK regime is not sufficiently well defined it is likely that 
management and auditors will revert to using existing frameworks such as US SOX as a basis for their own 
framework design and implementation. 

Particular consideration will need to be given to guidance around the disclosure of deficiencies. Any 
requirements will need to reflect a form of materiality while remaining specific enough to ensure that 
significant deficiencies are disclosed despite the disincentive to report. In our view the disclosure of non 
material deficiencies could result in the reporting of a high number of deficiencies. While individually and 
in aggregate these may not give rise to a material risk of misstatement, such disclosure would be 
disproportionately interpreted by investors. 

Frameworks currently in operation include the Committee of Sponsoring Organisations of the Treadway 
Commission (COSO) framework and the Financial Position and Prospects Procedures (FPPP), in addition to 
which the Audit Committee Chairs’ Independent Forum (ACCIF) have developed draft principles to support 
a CEO/CFO attestation to the board about internal controls over financial reporting. In our view using the 
FPPP framework would be too detailed for an annual review while the ACCIF draft principles would require 
further development to provide a practical framework. 

We encourage the regulator to actively engage with stakeholders as detailed principles and guidance are 
developed to ensure that they are fit for purpose, including through a consultation process. 

Audit and assurance 

We agree that decisions regarding the level and extent of external audit and assurance over internal control 
disclosures should remain with audit committees and stakeholders as part of the proposed Audit and 
Assurance Policy (AAP), unless there have been persistent material control weaknesses. This will allow 
organisations to tailor the type and extent of assurance to their investors, risk appetite, and budget while 
reflecting the work already performed by their internal audit teams.  

Clear guidance as to what constitutes persistent ‘material control weakness’ or a “serious and 
demonstrable failure of internal controls” will be needed for businesses to identify when external assurance 
over internal controls is required. 

When auditors are required to express an opinion on the assessment of internal controls, it will need to be 
clear as to whether that opinion is based on a framework and compliance approach as per a company’s 
approved audit and assurance policy or the standards required for a controls based audit opinion (which 
are largely based on US SOX requirements). It will also be important for users to understand the difference 
between these two approaches. 

Where assurance is obtained over internal controls, we recommend that audit fee caps are adjusted to 
include this work. Given the level of overlap with the work that auditors already perform over financial 
reporting internal controls it would be inefficient to use a different provider. 

The majority of our members do not support requiring auditors to express a formal opinion on the directors’ 
assessment of the effectiveness of internal controls. This could disproportionally increase the cost burden 
for preparers making the UK a less attractive market and further increase the barriers to using smaller audit 
firms. Companies would also need additional time both to implement any proposals that incorporate this 
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requirement and to perform their annual audits which may be incompatible with the reporting deadlines 
imposed on entities reporting in other jurisdictions. 

Auditors are already required to state whether the strategic report and corporate governance disclosures 
are consistent with the financial statements and their knowledge obtained during the audit and they 
regularly undertake work to understand a company’s internal control systems when determining their audit 
approach.  

Therefore, should investors require more assurance than the proposed approach presented in Table 2, we 
favour increasing audit report disclosures to include details of the work performed and the extent to which 
auditors have placed reliance on controls. 

Director attestation 

There is necessarily a significant knowledge gap between executives and non-executives as a result of their 
roles and responsibilities. Non-executive directors, have a supervisory role, holding management to 
account through constructive challenge, strategic guidance and specialist advice, while executives are 
involved in the day to day running of the business. It will be important to avoid creating unnecessary 
burdens to get non-executives comfortable with attestations outside the scope of their role, which would 
be exacerbated in an environment of increased enforcement, while maintaining the integrity of the unitary 
board. 

14 If the framework were to be strengthened, which types of company should be within scope of the new 
requirements? (50) 

100G response We have no comments on this question. 

2.2 Dividends and capital maintenance 

15 Should the regulator have stronger responsibilities for defining what should be treated as realised profits 
and losses for the purposes of section 853 of the Companies Act 2006? Would you support either of the two 
options identified? Are there other options which should be considered? What should ARGA consider when 
determining what should be treated as realised profits and losses? (55)  

100G response Of the two reform options (presented in 2.2.8) we believe that giving ARGA a duty to prepare guidance is 
the most suitable approach as it allows companies to interpret the guidance in a manner appropriate to 
their business. 

We would welcome simplifications to the current joint ICAEW and ICAS guidance on Realised and 
Distributable Profits. For example, the guidance would benefit from an explicit statement that it has been 
prepared to comply with section 853 of the Companies Act 2006, as company law experts often require. 
However, these are well considered and established guidelines so would only need to be amended 
incrementally, building on the existing work and expertise as opposed to being completely redefined, to 
provide consistency in the short to medium term. Amendments would also need to be applied 
prospectively, with previous treatments being grandfathered in, and should be consulted on to avoid any 
unintended consequences. 

Clarification will be needed on how definitions and/or guidance should be applied to international groups, 
for example how such proposals would apply to dual listed international groups, especially those with 
parent companies incorporated outside of the UK.  

16 Would the proposed new distributable profit reporting requirements provide useful information for investors 
and other users of accounts? Would the cost of preparing these disclosures be proportionate to the benefits? 
Should these requirements be limited to listed and AIM companies or extended to all PIEs? (57) 

100G response Disclosure of an individual company’s distributable reserves in the financial statements would allow 
investors to understand the distributable reserves held by individual group companies without significantly 
increasing the compliance burden on preparers, where that company is incorporated in the UK. 

We do however have significant concerns about the proposed disclosure of a group’s dividend paying 
capacity in the form of its potentially distributable profits across the group. These disclosures would be 
costly to prepare, potentially misleading, would not fully address the objectives of supporting the needs of 
users or reducing illegal dividends and be likely to conflict with legislation on forward looking statements 
in jurisdictions outside of the UK.  

A group’s ability to pay dividends is impacted by a range of factors beyond just distributable reserves. This 
includes its liquidity, investment to support future growth, banking and insurance company capital 
requirements and company law in jurisdictions outside of the UK. Disclosures are also likely to be misleading 
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for multinationals with hundreds of entities across the globe that are subject to different legal frameworks. 
Such disclosures would be unlikely to increase comparability between entities without the provision of 
significant additional narrative explaining the limitations imposed on distributions around the group. This 
lack of comparability may lead to less not more informed investment decisions being taken by investors. 
Further, additional disclosures regarding funds available for distribution may increase the pressure on 
companies to pay dividends.  

In our view, publication of a company’s dividend policy combined with the proposed resilience statement 
would be a simpler, more relevant, effective and cost-efficient way of providing investors with useful 
information on a company’s ability to continue to pay dividends. These dividend policy disclosures would 
be indicative and should not lead to constructive obligations that could open businesses to legal risks if not 
complied with. 

Disclosure of a group’s distributable reserves would also not address the issue of illegal dividend payments. 
For the companies within scope of these proposals, illegal dividends are more often the result of 
miscalculation or administrative oversight, rather than intentional misstatement. We consider the 
incorporation of explicit disclosure requirements when an illegal dividend is found to have been made 
would be more beneficial to investors. 

The disclosure of a group’s estimated dividend-paying capacity would also be likely to conflict with 
legislation on forward looking statements in jurisdictions outside of the UK. As such, we expect that entities 
would refrain from giving any numerical guidance which would lead to boiler plate disclosures.  

We also have concerns about the ability of auditors to assure on group dividend disclosures; a number of 
our members have experiences of these matters being referred to their legal counsel by their auditors and 
vice versa. 

If additional disclosures are implemented exemptions should be available in circumstances where entities 
have very limited ability to provide forward looking information, for example many companies suspended 
dividend polices during the pandemic. Any disclosures on dividend paying capacity in these circumstances 
would be highly caveated and based on a high degree of estimation so would not be beneficial to investors. 

17 Would an explicit directors’ statement about the legality of dividends and their effect on the future solvency 
of a company be effective in both ensuring that directors comply with their duties and in building external 
confidence in compliance with the dividend rules? Should these requirements be limited to listed and AIM 
companies or extended to all PIEs? (58) 

100G response Given the requirements of the Companies Act 2006, there is already an implicit assumption that the 
payment of a dividend is legal, thus we do not believe adding a directors’ statement about the legality of 
proposed dividends into annual report will provide significant additional comfort to investors. However, it 
would not significantly increase costs or the administrative burden on preparers should it become 
mandatory.  

In our view increased disclosure following an illegal dividend, including remedial activities resulting from 
such an illegal dividend, would better benefit the investor community. 

Any statement regarding the future solvency of the company should align to a company’s going concern 
assessment and resilience statement. Therefore, we see limited value in duplicative mandatory disclosures 
should the proposed resilience statement be implemented.  

If solvency statements are enforced, the timeframe considered by the statement should align to that 
considered by either the going concern assessment or the resilience statement to prevent companies 
needing to consider multiple time horizons purely to meet compliance obligations. Statements about a 
company’s solvency over longer time frames than the going concern assessment will naturally be to a 
significantly lower level of reliability and precision. It is not possible to give assurances to the future as to 
entirely satisfy stakeholders, as demonstrated by the pandemic.  

18 Do you agree that the combination of recently introduced Companies Act section 172(1) reporting 
requirements along with encouragement from the investment community and ARGA will be enough to 
ensure that companies are sufficiently transparent about their distribution and capital allocation policies? 
Should a new reporting requirement be considered? (59)  

100G response We do not think further legislation or additional reporting requirements are required, beyond those 
discussed in our responses to questions 16 and 17. 
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Chapter 3 New corporate reporting  

3.1 Resilience statement  

19 Do you agree that the above matters should be included by all companies in the Resilience Statement? If 
so, should they be addressed in the short or medium term sections of the Statement, or both? Should any 
other matters be addressed by all companies in the short and medium term sections of the Resilience 
Statement? (63) 

100G response We are supportive of resilience statements as a means of bringing together considerations from going 
concern assessments and viability reporting to provide an insight into the key risks to a business over a 
range of time horizons and to increase consistency across the market. However, we have concerns about 
some of the proposed content requirements.  

For the avoidance of doubt, the resilience statement should replace the existing viability reporting, they 
should not be an additional requirement. 

Short term disclosures 

Mandating disclosure of uncertainties no longer judged material after mitigating actions is likely to give rise 
to a suite of boilerplate disclosures repeated year on year. Such disclosure would detract from material 
uncertainties after mitigations and potentially lead to confusion amongst the investor community. Cross 
referencing to the principal risks and uncertainties would be a better conduit for investors to understand 
risks, both before and after management mitigation. 

Medium term assessment period  

Mandating a medium term assessment period of five years will result in a disconnect between the 
disclosures in the annual report and internal business planning processes for most companies. For example, 
if the assessment period is longer than the internal business planning process the disclosures are likely to 
be caveated and high level to extend them to a five year timescale, reducing the value of the disclosure. In 
our view, the medium term assessment should align to a company’s business planning cycle, which typically 
ranges from three to ten years dependent on the nature of the business and its sector. An alternative 
solution would be to set a minimum and maximum timeframe that the medium term assessment must fall 
within, say three to ten years. 

Specific disclosures 

In our view, matters disclosed in the resilience statement should be driven by a company’s own risk 
assessment process rather than a prescriptive list of specific disclosures. While suggested minimum content 
may provide useful guidance, the resilience statement is more likely to generate useful information if 
companies retain flexibility to disclose risks that are pertinent to their affairs. 

A checklist of disclosures will result in boilerplate narrative and a tick box exercise rather than an approach 
that focusses on key risks relevant to the business. Material matters are also likely to be obscured by large 
volumes of generic disclosures. 

To avoid substantial duplication there will also need to be a clear link between the resilience statement and 
the risk statement, in which companies are already required to report on principal risks and how they are 
managed or mitigated (Companies Act 2006 and The Corporate Governance Code).  

Statements regarding solvency in the medium or long term will naturally be to a significantly lower level of 
reliability and precision than the going concern assessment. No director or auditor is truly able to give 
assurances to the future as to entirely satisfy stakeholders. Any unintended extension of going concern 
time frames beyond one year should be avoided. Typically, guaranteed funding is arranged by companies 
on a short term basis. Furthermore, the accuracy of forecasts decrease as time horizons increase. The new 
resilience statement must be designed to recognise this. 

Statements about sustainability of dividends and a company’s wider distribution policy will not be possible 
if linked to major disruptive events (such as a pandemic). As noted in our responses to the questions in 
chapter 2, dividends are a function of many factors and are only one component of capital allocation.  

Reverse stress testing  

Reverse stress testing can be a helpful tool to demonstrate how extreme a failure event would need to be 
to cause a corporate failure. However, disclosures should be limited to details of the test performed, 
including mitigating actions, as opposed to results, which would require disclosure of very commercially 
sensitive information.  
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Mandating a minimum number of tests may result in companies viewing the prescribed minimum number 
as a target rather than a floor, leading to boilerplate disclosures, such as “a failure to re-finance maturing 
debt would break the business”. When conducted properly reverse stress tests can be complex and time 
consuming; this would be challenging for companies alongside year end reporting. We query why 
mandating two reverse stress tests was considered to be the right number and type of stress test. A 
requirement to describe the alternative scenarios considered by the business may be more beneficial.  

Audit and assurance  

To provide assurance on resilience statements, providers will need expertise over a disparate range of risks 
such as cyber threats, environmental concerns, finance availability and commercial risks. This may drive an 
increased dependence on the big four audit firms, with smaller audit firms or multiple providers unable to 
provide comfort on a single report containing such a wide range of risks. 

Auditors assess going concern analysis and disclosures when forming their audit opinion. If the going 
concern statement is fully incorporated into the resilience statement there could be a disconnect between 
the level of assurance agreed through the audit and assurance policy and audit requirements. To resolve 
this, the going concern aspect of the resilience statement could be prescribed as being incorporated into 
the audit opinion, similar to current aspects of the directors’ remunerations report, or it could be retained 
in the financial statements and cross referenced within a summary in resilience statement. Retaining the 
going concern statement in the financial statements would have the benefit of allowing companies with a 
dual listing to comply with financial statement disclosures required by regulations in other jurisdictions. 

20 Should the Resilience Statement be a vehicle for TCFD reporting in whole or part? (64) 

100G response In our view the resilience statement should not be the vehicle for TCFD reporting unless climate related 
matters link to a business’s principal risks and uncertainties. In these instances, companies should be able 
to cross reference to their TCFD reporting from the resilience statement to avoid unnecessary duplication 
of disclosures.  

Climate related risk disclosures are intended to increase transparency and encourage businesses to take 
actions to support net zero carbon emissions and green strategies. A primary focus on risk management 
would be detrimental to embedding climate considerations into organisations. 

For multinational organisations it would also be challenging to comply with both UK and overseas 
requirements.  

21 Do you agree with the proposed company coverage for the Resilience Statement, and the proposal to delay 
the introduction of the Statement in respect of non-premium listed PIEs for two years? Should recently listed 
companies be out of scope? 65 

100G response We have no comments on this question. 

3.2  Audit and assurance policy 

22 Do you agree with the proposed minimum content for the Audit and Assurance Policy? Should any other 
matters be addressed in the Policy by all companies in scope? (69) 

100G response We welcome the Audit and Assurance Policy as a means of tailoring proportionate assurance.  

There appears to be a perception that quality assurance is only provided by third parties. However, most 
large PIEs have experienced internal audit and assurance functions on which boards, senior management 
and other regulators regularly place reliance.  

Articulating the type and level of assurance obtained over each section of the annual report should both 
help users to understand the level of scrutiny over the information presented and companies to explain 
their approach to internal audit and assurance, reassuring users of corporate reports of the integrity and 
reliability of the disclosures that they contain. 

We are comfortable with the proposed minimum content for the Audit and Assurance Policy, much of 
which is already disclosed in annual audit committee report. Disclosures beyond one year are likely to be 
high level in nature and subject to change as risks and demands change. For example, many of our 
members’ internal audit plans do not extend to three years. 

We note that there may be limited value in detailing audit tendering processes for larger businesses who 
already required to report on this via the Statutory Audit Services Order 2014.  

23 Should the Audit and Assurance Policy be published annually and subject to an annual advisory shareholder 
vote, or should it be published and voted on at least once every three years? (69) 
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100G response We do not believe that it will be beneficial to have a shareholder vote on the Audit and Assurance Policy. 
Shareholders already have ample opportunity to engage through existing mechanisms such as AGMs, 
regular discussions with management, the Board and investor relations functions and the power to appoint 
directors. In practice our members have experienced limited engagement from investors specifically on 
audit and assurance related matters. Proposals to encourage greater engagement with shareholders 
through existing channels should be pursued before any such vote is enforced. For example, greater 
engagement by shareholders with the Audit Committee Chair at annual general meetings could open a two 
way dialogue and facilitate a greater understanding of the cost benefit of the proposed assurance plan. 

Appropriately, boards and audit committees have a greater insight into the day to day operational, audit 
and assurance and finance processes and controls of a businesses than most external shareholders. When 
presented with an audit plan, shareholders may, therefore, not be able to make a well informed decision 
based on the circumstances of the individual company and attempt to eliminate risk through superfluous 
assurance. This would result in an unintended, disproportionate increase in audit demand across the 
market and significant cost increases making the UK a less attractive place to do business.  

Consideration should also be given to the capacity of institutional shareholders to engage in the level of 
detail being envisaged across their portfolio of investments. Where shareholders do not have capacity to 
engage ‘house policies’ may be applied or the proposals may result in an increase the influence of proxy 
agencies. 

If voting on the Audit and Assurance Policy is required, additional time would be required or the policy 
will need to be high level if it is to be ready in time for the AGM. Audit committees and auditors do not 
typically have their audit plan in place for the following year’s audit in time for the AGM, given that the 
current year’s audit has only just completed. However, early engagement would be needed to allow the 
company to act on any decisions made, unless views were obtained for the audit and assurance 
performed with the aim of improving the following year. 

24 Do you agree with the proposed scope of coverage and method for implementing the Audit and Assurance 
Policy? (70) 

100G response We have no comments on this question. 

3.3 Reporting on Payment Practices 

25 In order to improve reporting on supplier payments, should larger companies be required to summarise their 
record on supplier payments over the previous 12 months as part of their annual Strategic Report (applying 
at a group level in the case of parent companies)? If so, what should the reporting summary include at a 
minimum? Do you have alternative suggestions on how to improve supplier payments reporting? (73) 

100G response In our view, reporting of payment practices in the annual report should not be introduced. While reporting 
on payment practices can support a reduction in poor payment practices and help investors understand a 
company’s own financial position, both objectives are achieved more effectively either through other 
regimes already in operation or other proposals in the consultation.  

The Payment Practices Reporting Duty for large companies results in data on payment practices in the UK 
being published in a timelier manner than would be achieved through the annual report. 

Furthermore, aggregated group or entity supplier payment reporting in an annual report would not present 
meaningful payment terms. Multinational businesses operating across multiple jurisdictions have a diverse 
range of payment policies based on local practices and norms to suppliers within and outside of the UK. For 
example, a two-year payment term with a large supplier in the Middle East would increase an aggregated 
KPI but would have no impact on small suppler payments in the UK. Aggregated group wide information 
would also be costly to produce. 

In our view, the proposed resilience statement would provide a better indicator of a company’s own 
financial position than can be inferred from these aggregated metrics. 

Should investors require more information on payment policies, reporting by exception on major changes 
to supplier payment policies would be a simpler and more cost-efficient disclosure.  

If reporting on payment practices is implemented, intercompany balances should be removed from group 
and entity aggregated balances as these would give rise to misleading statistics whilst having no impact on 
the group’s transactions with external suppliers nor its financial position. Adjustments should also be made 
for invoices payable on presentation, often issued by professional services firms. Based on current 



 

12 
 

definitions these invoices would lead to payments being considered poor payment practice and they would 
result in many companies having the same disclosures for their shortest payment terms 

Disclosures on the percentage of supplier terms met should also allow flexibility in the calculation 
methodology, supported by narrative disclosures, for example when goods and services need to be verified 
meaning companies and suppliers have to reach an agreement before payment is made. In such 
circumstances, discussions and queries with suppliers can take several weeks. 

26 To which companies should improvements in supplier payments reporting apply: companies which are PIEs 
and already report under the Payment Practices Reporting Duty, or PIEs with more than 500 employees? 
(73) 

100G response We have no comments on this question. 

3.4 Public Interest Statement 

27 Do you agree with the Government’s proposal not to introduce a new statutory requirement at this time for 
directors to publish an annual public interest statement? (75) 

100G response We agree with the Government’s proposal not to introduce Public interest Statements at this time. We 
welcome the de-prioritisation of this proposal in the light of the number of changes considered in the 
consultation and the evolving environmental reporting and sustainability reporting landscape. 

We are supportive of developing a common set of global standards, for sustainability and other 
Environmental, Social and Governance (ESG) reporting, that unites the wide array of frameworks currently 
in operation and emerging internationally.  

In our view it will be important to first achieve alignment in non-financial reporting, both within the UK and 
internationally, before determining how the information is distributed to stakeholders.  

Chapter 4 Supervision of corporate reporting 

4.4 Influencing the corporate reporting framework 

28 Do you have any comments on the Government’s proposals for strengthening the regulator’s corporate 
reporting review function set out in this chapter? (83) 

100G response In combination, the proposals in the consultation provide the regulator with substantially more powers. As 
such, checks and balances will be needed including detailed processes and independent expert appeals 
mechanisms. New powers should only be granted when a clear need has been demonstrated, appropriate 
detail has been articulated on how they would be used, and after suitable stakeholder engagement has 
been undertaken to identify unintended consequences and concerns.  

Power to direct changes to company accounts 

We would expect the regulator only to exercise this power in extreme circumstances, so would not expect 
a significant increase in the number of changes compared to current Court involvement. In less extreme 
circumstances a more appropriate mechanism would be to require changes to be made prospectively in 
the following year’s annual accounts. 

Powers to direct changes to the front half of the annual accounts should be limited to false statements, or 
material omissions. Company directors, in conjunction with their auditors, have a better understanding of 
the business, its material risks and opportunities and thus are better placed to conclude on matters of 
judgement and disclosure than the regulator.  

If powers to direct changes to company accounts are taken forward, then the process will need to reflect:  

- an appropriate independent expert appeals mechanism, particularly given that matters considered 
are likely to be matters of judgement 

- that the annual accounts include disclosures required by other regulators, both in the UK and 
overseas. 

- that there is a risk that different regulators will develop conflicting judgements, for example the 
US Securities and Exchange Commission (SEC) which already has the power to direct changes to 
company accounts.  

- that a mechanism will be needed for re-issuing company accounts when the directors disagree 
with the prescribed changes. 
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- that directed changes should not be based on knowledge that was not possibly available to the 
directors at the time of publication. The regulator will have the benefit of hindsight when reviewing 
accounts after their publication.  

The regulator will also need to develop appropriate breadth of expertise and resources to be able to support 
the use of this power. 

Power to publish correspondence from CRR reviews as well as summary findings 

The Government itself states within the consultation that the regulator should test whether publishing 
these “summary findings” would provide sufficient transparency before moving to publication of 
correspondence. Powers to publish full correspondence should therefore only be considered if publication 
of summary findings has been tested and failed to work. 

Publishing either summary findings or full correspondence should only occur once the CRR review has 
concluded, with a mechanism to remove commercially sensitive or price sensitive information and with an 
opportunity for the company to comment on those findings prior to the publication. These representations 
could be published alongside the regulator’s own publication. A suitable independent expert appeals 
process will also need to be developed. 

Power to offer a pre-clearance service 

We are supportive of a pre-clearance procedure being made available. For the pre-clearance service to be 
effective it will need to provide a swift turn around and publish service level agreements that allow 
companies to understand how quickly their queries will be dealt with. Instances where this service would 
be used are likely to be highly judgemental issues identified late in the reporting process, so companies will 
be reluctant to use the service if it risks delays in their reporting timetable.  

We anticipate that the service would be used as an exception rather than the norm, and that this should 
not be a paid for service, rather the costs should be absorbed into the annual fee paid. 

Engagement with the pre-clearance service should act as a safe harbour for directors and auditors in 
executing their duties in relation to that matter. If a matter where pre-clearance advice had been sought 
and followed was subsequently challenged by the regulator, it would be appropriate to consider the efforts 
made by directors and auditors to pre-clear and agree the matter as mitigation when the regulator 
considers any enforcement actions.  

We note that the IFRS Interpretations Committee or the International Accounting Standards Board regularly 
publish agenda decisions or amendments to accounting standards to address emerging issues. Where such 
publications contradict a regulator’s previous pre-clearance decision, we would expect the pre-clearance 
guidance to no longer apply to allow companies to continue to comply with IFRS. To avoid ambiguity, we 
recommend such a statement being added into any final legislation. 

We encourage the regulator to consult with stakeholders when establishing a pre-clearance service to 
support the development an effective system and avoid unintended consequences. 

Promoting brevity and comprehensibility in accounts and annual reports 

We are supportive of giving the regulator a regulatory principle to promote brevity and comprehensibility 
in annual accounts.  

Multiple incremental changes to regulation, which have used the annual report as a home for additional 
reporting requirements, have resulted in the annual report repeatedly and consistently increasing in length. 
Cutting the clutter, wherever possible, would allow communication with stakeholders to focus on material 
issues, increasing the relevance and understandability of the information presented, whilst limiting the 
reporting burden on preparers. 

Chapter 5 Company Directors  

5.1 Enforcement against company directors  

29 Are there any other arrangements the Government should consider to ensure that overlapping powers are 
managed effectively? (88)  

100G response In our view, directors of UK PIEs that are subsidiaries within a PIE group should be excluded from the 
proposed powers. Many of the consultation’s proposals, such as directors’ statement on internal controls, 
expand directors’ roles and responsibilities but in practice would be managed and monitored on a group 
basis using group wide systems and processes, as opposed to being managed by an individual legal entity.  
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30 Are there any additional duties that you think should be in scope of the regulator’s enforcement powers? 
(89) 

100G response Directors’ duties relating to adequate accounting records should be aligned with the proposed directors’ 
responsibilities for internal controls, detailed in Chapter 2 of the consultation. 

31 Are there any existing or proposed directors’ duties relating to corporate reporting and audit that you think 
should be specifically included or excluded from further elaboration for the purposes of the directors’ 
enforcement regime? (89)  

100G response Additional clarity on the proposed requirements would be needed for stakeholders to assess their impact. 
We encourage the regulator to engage on any proposed detailed requirements or guidance prior to 
implementation. It is imperative that directors are unequivocally aware of what further standard(s) they 
are to be held accountable against. 

32 Should directors of public interest entities be required to meet certain behavioural standards when carrying 
out their statutory duties relating to corporate reporting and audits? Should those standards be set by the 
regulator? What standards should directors have to meet in this context? (90)  

100G response We recognise that that directors of PIEs need to be “fit and proper” individuals and that there is currently 
limited recourse for breaches of directors’ general duties under the Companies Act 2006. 

Retrospective assessments of ongoing behaviour are likely to be highly judgemental. Consequently, 
absolute clarity on the requirements of the regime and the scope of activities to which they apply (e.g. audit 
and corporate report activities) will be needed. The regime should also be aligned with existing 
requirements including the Companies Act 2006, the Corporate Governance Code and the Financial Services 
Senior Manager Regime to ensure they are complementary and that there is no contradiction.  

There is concern about what exactly the proposed behavioural standards would mean in practice given that 
the consultation does not currently provide detail on the proposed standards nor allow interpretation of 
how they would be implemented. We trust that there will be the opportunity to continue to comment on 
the application of any behavioural standards as the project moves forward.  

33 Should the Government’s proposed enforcement powers be made available to the regulator in respect of 
breaches of directors’ duties? (90)  

100G response Any regime to hold directors to account will need absolute clarity on board responsibilities, particularly 
regarding behavioural standards. Obligations must be aligned with existing requirements including the 
Companies Act 2006, the Corporate Governance Code and the Financial Services Senior Manager Regime 
to ensure that they are complementary and that there is no contradiction.  

It will also be important not to impact negatively the attractiveness of roles on UK boards. If board 
responsibilities are overextended against a backdrop of increased enforcement powers or if enforcement 
powers are significantly more onerous than other jurisdictions, there will be difficulties recruiting 
experienced high calibre individuals onto boards, particularly for key positions such as audit chair. It could 
also have a detrimental impact on the diversity of thought and experience of applicants. This could impact 
the effectiveness of the board as a whole. 

Categorisation of obligations, attestations, and associated enforcements between board and management 
responsibilities will need to be carefully balanced. There is necessarily a significant knowledge gap between 
non-executive directors, who provide robust challenge, and executives, who are involved in the day to day 
running of the business. It will be important to avoid creating unnecessary burdens in getting non-
executives comfortable with attestations outside the scope of their role, while maintaining the integrity of 
the unitary board.  

We note that implementation of the proposals as drafted would result in the regulator representing the 
standard setter, regulator and enforcer, with powers to set, investigate and enforce directors’ duties. If 
taken forward a suitable independent expert appeals process will be needed. Enforcement powers should 
also be reflected in any proposed changes to clawback and malus provisions. If the regulator is able to easily 
impose sanctions such as fines, the need for strengthening clawback and malus provisions should be 
reduced. 

5.2 Strengthening clawback and malus provisions in directors’ remuneration arrangements 

34 Are there other conditions that should be considered for the proposed minimum list of malus and clawback 
conditions? What legal and other considerations need to be taken into account to ensure that these 
conditions can be enforced in practice? (92)  
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100G response Application of malas and clawback provisions should be reserved for most egregious torts of directors. 

The consultation is not clear as to whether malus and clawback provisions would apply to fixed or variable 
pay. In our view, any clawback and malus provisions should only apply to variable pay. This would align with 
provisions currently imposed in the financial services sector. Timeframes of application will also need to be 
clear, only applying to prospective rewards. 

Any proposed terms, particularly misconduct or reputational damage, will need to be carefully defined. In 
its broadest sense misconduct could be being persistently late to work or using inappropriate language. 
Whilst these may be considered inappropriate behaviours for a director, they are not, in isolation, matters 
where government or regulator involvement is required. Equally, reputational damage could be deemed to 
arise from many typical business decisions, such as closure of a location, restructuring, disputes with unions 
or redundancies. 

Chapter 6 Audit purpose and scope 

6.1 The purpose of audit 

35 Do you agree that a new statutory requirement on auditors to consider wider information, amplified by 
detailed standards set out and enforced by the regulator, would help deliver the Government’s aims to see 
audit become more trusted, more informative and hence more valuable to the UK? (95) 

100G response Auditors already consider a wide range of information. They are required to read all the information 
contained in the annual report then report on whether the annual report and financial statements taken as 
a whole are fair, balanced and understandable and whether there are any material inconsistencies between 
the knowledge they acquired during the financial statement audit and the other information disclosed. 

Any increase in audit scope to consider “wider information” will need to be well defined, manageable, cost 
efficient and proportionate.  

It is not clear from the consultation how auditors would determine which “wider information” should be 
considered or the ramifications if relevant information were not considered. Practically there will need to 
be clear criteria for what wider information auditors are required to consider or alternatively auditors 
would need to detail in their audit report which information they have considered. 

If the “wider information” is not sufficiently well defined auditors may choose to consider vast information 
sets, given that they take on unlimited liability for their work and that it is judged with the benefit of 
hindsight. This would result in a significant increase in audit fees. For example, auditors could consider 
information on the entity itself, the industry it operates within, the UK market and director behaviour. We 
are also concerned how any obligations would apply to forward-looking information, such as forecasts and 
resilience statements. 

36 In addition to any new statutory requirement on auditors to consider wider information, should a new 
purpose of audit be adopted by the regulator, or otherwise? How would you expect this to work? (96) 

100G response We agree with the consultation that Brydon’s suggested purpose of audit should not be adopted as a 
binding purpose statement.  

6.2 Scope of Audit 

37 Do you agree with the Government’s approach of defining the wider auditing services which are subject to 
some oversight by the regulator via the Audit and Assurance Policy? (99) 

100G response It is sensible to ensure that there is clarity on what is in and out of scope of the regulator’s oversight. In our 
view the regulator should oversee audit services provided on the content of the annual report and accounts, 
as determined by the audit committee through the audit and assurance policy, including any extensions in 
audit. 

However, the regulator should not oversee the full range of non-audit assurance services available to 
companies. It would be impractical and costly for the regulator to develop sufficient expertise to provide 
robust challenge over all assurance procedures on all topics covered in the annual report, many of which 
are performed by internal assurance teams or already overseen by other recognised bodies. Furthermore, 
internal and external assurance procedures are typically performed based on bespoke agreed upon 
procedures which vary from engagement to engagement.  

When developing future frameworks we would prefer that the regulator works internationally to develop 
guidance on any identified gaps in the existing international auditing standards, rather than producing UK 
specific guidance. 
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38 Should the regulator’s quality inspection regime for PIE audits be extended to corporate auditing? If not, 
how else should compliance with rules for wider audit services be assessed? (99) 

100G response We have no comments on this question. 

39 What role should ARGA have in regulating these wider auditing services? Should its role extend beyond 
setting, supervising and enforcing standards? (99) 

100G response  We have no comments on this question. 

6.3 Principles of corporate reporting  

40 Would establishing new, enforceable principles of corporate auditing help to improve audit quality and 
achieve the Government’s aims for audit? Do you agree that the principles suggested by the Brydon Review 
would be a good basis for the regulator to start from? (102)                         

100G response Any new, enforceable audit principles should only apply to those performing audits, not to all those 
performing non-audit assurance procedures. It will also be important to ensure there is consistency with 
existing auditor obligations. 

Statutory auditors already embody many of the behaviours suggested by Brydon, however we have 
concerns about some of the principles suggested.  

In our view, auditors should not be required to “give transparency to any differences of view with 
management and how they were resolved”. It is important and necessary for auditors to robustly challenge 
management and the judgements that they have made as part of the audit process. This can give rise to a 
difference of opinion. However, once resolved, it is no longer a difference of opinion. If a material difference 
of opinion is not resolved the auditor would be required to provide a qualified audit opinion, which would 
provide information on the difference of opinion. 

With regard to the proposed requirement for auditors to “ask the directors to report any material 
information that may legitimately be disclosed to assist the understanding of users of an audit report, and, 
if necessary, disclose it themselves“, there is ambiguity as to whether auditors are already able to disclose 
new information. We would highlight that if the omission of information results in the accounts being 
materially misstated the auditors would not be able to issue an unqualified opinion without the relevant 
disclosures being added. In our view, any proposals giving auditors the ability to disclose new information 
about the company should be consulted on. As noted in section 6.5.12 of the consultation the regulator 
would also need to consider the consistency and comparability with requirements under MAR (Market 
Abuse Regulation).  

41 Do you agree that new principles for all corporate auditors should be set by the regulator and that other 
applicable standards or requirements should be subject to those principles? What alternatives, mitigations 
or downsides should the Government consider? (102)                

100G response In our opinion, principles of corporate auditing should not be given a priority over other existing 
requirements. For example, prioritisation over International Auditing Standards would cause confusion for 
international investors and users of the financial statements.  

6.4 Tackling fraud 

42 Do you agree with the Government’s proposed response to the package of reforms relating to fraud 
recommended by the Brydon Review? Please explain why. (105)  

100G response It is important that obligations and expectations related to fraud are clearly articulated. Companies are 
already required to report their risk processes in the annual report, which the auditors must review to 
confirm that the disclosure is in line with their business understanding. Auditors typically also consider the 
controls that companies have implemented to prevent and detect fraud as part of their assessment of 
whether the accounts include material misstatements whether as a result of fraud or error.  

In our view, any additional requirements should be limited to actions taken to prevent and detect material 
fraud that impacts financial reporting. It would be a significant increase in scope and cost if directors were 
required to report on, and auditors to consider, controls to prevent and detect all fraud across an 
organisation.  

Financial reporting controls are predominantly used to prevent or detect error or fraud. Requiring auditors 
to report on the accuracy of the directors’ statement on financial reporting controls will effectively require 
them to report on almost all financial reporting controls. It is important that this is not confused with the 
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internal controls proposals (in chapter two) that allow audit committees and shareholders to decide on 
whether internal control effectiveness statements are subject to assurance. 

The level of detail required in the directors’ report on steps they have taken to prevent and detect material 
fraud will also need to be carefully considered. If limited details are required the disclosure will be 
boilerplate and unlikely to increase director’s focus on fraud. However, in our view, lengthy disclosures will 
not add proportionate value to the users of the accounts and are contrary to the proposed regulatory 
principle of promoting brevity.  

We are supportive of continued professional development and training for auditors to enhance their 
skillset. Forensic accountancy should not, however, develop into a standard audit requirement as this would 
significantly increase audit costs and timescales. 

6.5 Auditor reporting  

43 Will the proposed duty to consider wider information be sufficient to encourage the more detailed 
consideration of i) risks and ii) director conduct, as set out in the section 172 statement? Please explain your 
answer. (107) 

100G response Any requirements for auditors to report on director conduct should be consulted on extensively with 
stakeholders, including companies and auditors. In our view it would be inappropriate to require auditors 
to express a view on director conduct publicly. Any reporting requirements should be limited to disclosures 
to the audit committee. 

The number of hours spent conducting an audit, split by seniority should not be publicly disclosed. There 
would be limited comparability across the UK market, given differences in structures and sectors. This 
information does not inform users about the quality of an audit nor would it not improve users 
understanding of how an audit was conducted.  

6.6 True and fair view requirement 

44 Do you agree that auditors’ judgements regarding the appropriateness of any departure from the financial 
reporting framework proposed by the directors should be informed by the proposed Principles of Corporate 
Auditing? What impact might this have on how both directors and auditors assess whether financial 
statements give a true and fair view? (111) 

100G response As the consultation notes it is now very rare for the true and fair override to be invoked, with any 
supplemental details needed to give a true and fair view typically being provided through disclosures.  

As noted in our response to question 41, the principles of corporate auditing should not be given a priority 
over international auditing or financial reporting requirements. Given that the regulator considers the ‘true 
and fair view’ to be equivalent to ‘fair presentation’, prioritising the principles of corporate reporting over 
the ‘true and fair’ requirement would result in a prioritisation over International Auditing Standards which 
would cause confusion for international users. 

6.7 Audit of Alternative Performance Measures and Key Performance Indicators linked to executive 
remuneration 

45 Do you agree that the need for specific assurance on APMs or KPIs, beyond the scope of the statutory audit, 
should be decided by companies and shareholders through the Audit and Assurance Policy process? (113)                        

100G response We agree that audit of APMs and KPIs, including those linked to remuneration, should be determined 
through the audit and assurance policy, with a focus on financial metrics. 

Many APMs and KPIs linked to director remuneration are non-financial or judgemental, and specialist 
expertise would be required to provide external assurance over these metrics. The assurance obtained 
should be proportionate, limiting unnecessary costs and reflecting the company’s own internal assurance 
processes. For example, the practical considerations of obtaining assurance over KPIs within the timeframes 
allowed for finalisation of the remuneration report would need to be taken into account. 

As noted in the consultation, the IASB exposure draft on general presentation and disclosure, if endorsed 
in its current form, would require the certain APMs to come within the scope of the statutory audit. 
Therefore, it is likely that there will be no further assurance required over these APMs. 

6.8 Auditor Liability 

46 Why have companies generally not agreed LLAs with their statutory auditor? Have directors been concerned 
about being judged to be in breach of their duties by recommending an LLA? Or have other factors been 
more significant considerations for directors? (115)              
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100G response We are not aware of any limited liability audits within our membership. Limited liability arrangements have 
not been solicited by audit firms during the tender process. Companies will not want to deviate from their 
peers. 

47 Are auditors’ concerns about their exposure to litigation likely to constrain audit innovation, such as more 
informative auditor reporting, the level of competition in the audit market (including new entrants) or 
auditors’ willingness to embrace other proposals discussed in this consultation? If so, in what way and how 
might such obstacles be overcome? (116)                                           

100G response We have no comments on this question. 

6.9 A new professional body for corporate auditors                      

48 Do you agree that a new, distinct professional body for corporate auditors would help drive better audit? 
Please explain the reasons for your view. (119) 

100G response It will be important to avoid creating barriers that deter talented individuals from entering, moving within, 
or leaving the audit profession. High quality audits require input from individuals with a broad range of 
skillsets, not just accountants. This need for a diverse skillset will only increase as the scope of assurance 
increases. Audit is also a valued training ground, producing a pipeline of talent that feeds into companies 
and wider professional services.  

In our view, it would be more beneficial to have a set of principles for corporate auditing that are adopted 
by the relevant supervisory bodies, as opposed to having one professional body for all corporate auditors. 
Through these principles the regulator could set best practice for auditor behaviours.  

49 What would be the best way of establishing a new professional body for corporate auditors that helps deliver 
the Government’s objectives for audit? What transitional arrangements would be needed for the new 
professional body to be successful? (121) 

100G response We have no comments on this question. 

50 Should corporate auditors be required to be members of, and to obtain qualifications from, professional 
bodies that are focused only on auditing? (121) 

100G response We do not agree with corporate auditors being required to be members of, and to obtain qualifications 
from, professional bodies that are focused only on auditing. As noted in our response to question 48 it is 
important not to create additional barriers that deter individuals from entering or leaving the audit 
profession.  

The qualifications currently held by auditors, such as the ACA or ACCA, are internationally renowned 
qualifications. Any changes to existing requirements should not devalue them. 

51 Do you agree that a new audit professional body should cover all corporate auditors, not just PIE auditors? 
(121) 

100G response We agree that any new audit principles or professional bodies should cover all corporate auditors, not just 
PIE auditors. This will encourage high quality audit across all tiers of firms and avoid creating barriers to 
audit firm growth. 

Chapter 7 Audit Committee Oversight and Engagement with Shareholders              

7.1 Audit Committees – role and oversight 

52 Do you agree that ARGA should be given the power to set additional requirements which will apply in 
relation to FTSE 350 audit committees? (126) 

100G response The audit committee, acting as agent for investors, plays an important role in the protection of shareholder 
interests in relation to the external audit. When operating effectively they robustly challenge both 
management and auditors, supporting the delivery of high-quality audits.  

We would not expect any appropriate proportional requirements (which should principally be in the form 
of non-mandatory requirements) to have a significant impact on our membership, which predominantly 
comprises of FTSE 100 premium listed business. These companies have effectively functioning audit 
committees comprised of individuals with suitable experience and qualifications and typically undertake 
independent audit committee effectiveness reviews. They already apply the Corporate Governance Code 
which provides clear guidance on the oversight of auditors. 
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The regulator will need to engage with stakeholders, including through a consultation process, when 
developing additional requirements and supporting guidance to ensure that they are proportionate and do 
not result in unintended consequences. 

Any additional requirements should also reflect that it is not the role of audit committees to audit the 
auditor, the responsibility for which lies with the regulator through its Audit Quality Review Processes.  

53 Would the proposed powers for ARGA go far enough to ensure effective compliance with these 
requirements? Is there anything further the Government would need to consider in taking forward this 
proposal? (126) 

100G response Powers to support monitoring of compliance 

We support greater engagement between the regulator and audit committees. However, the level of 
intrusion will need to be balanced with the value gained from providing proportionate monitoring activities. 
Criteria will need to be established for when it is appropriate for monitoring to extend beyond the provision 
of readily available information.  

In particular, consideration should be given as to when it is appropriate to place an observer on the 
committee. The regulator already has the opportunity to meet with audit committees to discuss matters in 
relation to the external audit. In our view, the regulator should increase its engagement with audit 
committees through this mechanism rather than sending an observer to the committee meetings. Having 
a regulator in the room would risk changing the approach of the committee, reducing the quality of debate. 

Any proposals that permit regulator involvement in a company’s operations will need clearly defined, 
narrow parameters. Furthermore, proposals should be cognisant and not duplicative of activities by other 
regulators, such as by the PRA and FCA for financial services companies.  

There will also need to be suitable safeguards in place that prevent external disclosure of confidential or 
price sensitive information as this would have a detrimental impact on the competitiveness of businesses 
being monitored (as noted in 7.1.17 of the consultation). Legal privileges will also need to be carefully 
considered. 

Powers to take action in the event of breaches  

The consultation notes that action will be taken in “proportionate stages” and that “the regulator would 
give the audit committee the opportunity to address any issues of regulatory concern before taking 
remedial steps publicly”.  

In our view clearly defined parameters will need to be set, through a consultation process, and must be met 
before the regulator is able to issue public notices or make direct statements to shareholders. These 
parameters should be set by legislation, not by the regulator. An independent expert appeals process and 
safeguards preventing the disclosure of sensitive information will also be required.  

No intervention should be undertaken without a detailed consultation with the company, the audit 
committee and if necessary, the external auditor. 

7.2 Independent auditor appointment  

54 Do you agree with Sir John Kingman’s proposal to give the regulator the power to appoint auditors in 
specific, limited circumstances (i.e. when quality issues have been identified around the company’s audit; 
when a company has parted with its auditor outside the normal rotation cycle; and when there has been a 
meaningful shareholder vote against an auditor appointment)? (128)      

100G response We do not agree that the regulator should be given the power to independently appoint an auditor, the 
responsibility for appointing a new auditor should reside with the audit committee. In our view it would be 
inappropriate for the regulator to enter commercial negotiations, such as audit price and liability 
negotiations, on behalf of a company’s shareholders without their consent.  

Even in the limited circumstances noted in the consultation it is not clear that the regulator would be more 
able to appoint a suitable auditor than the audit committee, who have relevant experience and a greater 
understanding of their business. For example, a company parting with its auditor outside the normal 
rotation cycle does not necessarily mean the audit committee is ineffective and incapable of finding a 
suitable replacement; a company and auditor can part ways for commercial reasons or to improve audit 
quality.  

More appropriate interventions could be to prevent the reappointment of an auditor that the regulator 
deems unsuitable or the ability to make recommendations to shareholders and force a shareholder vote 
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on auditor appointment. These would need to be subject to the development of relevant legislation and 
guidance, criteria and safeguards. In many situations where audit quality issues have been identified, it may 
be more appropriate for the auditor to agree with the regulator and audit committee how those issues will 
be addressed and be reinspected by the regulator.  

In our view, the practical implications of the regulator being able to appoint an auditor also make the 
proposal unfeasible. As noted in the consultation, for the proposal be enforceable in all situations, including 
those where there were no willing appointees, the regulator would also need the power to require an 
auditor to take on the audit and may need the power to terminate non-audit engagements (please see our 
response to question 55). The consultation is also unclear on how the regulator would develop a proper 
understanding of the business to allow them to ensure that the new audit firm had the appropriate 
resources and experience globally to conduct the audit, or what would happen if systemic audit quality 
failings were identified at a major audit firm leading to the regulator wanting to replace the auditor at 
multiple companies. 

55 To work in practice, ARGA’s power to appoint an auditor may need to be accompanied by a further power 
to require an auditor to take on an audit. What do you think the impact of this would be? (129)                     

100G response Appointing an auditor without their consent would have a significant commercial impact on both the 
auditor and the company. It is unclear how the price and liability structure of the audit would be 
determined. An unwilling auditor has an incentive to make the audit fee prohibitive while too low a fee 
could result in the auditor being insufficiently incentivised. A defined mechanism for determining an 
appropriate fee would be beneficial to mitigate this.  

The auditor would also be prevented from providing non-audit services to the company, indeed in an 
unmanaged transition the pool of auditors may be limited due to independence issues. The regulator may 
therefore require the power to terminate existing non-audit engagements between the auditor and the 
company, which is outside of the regulator’s remit.  

Should market share caps be introduced the appointment may also necessitate the auditor’s resignation 
from other client(s) to remain below the cap. 

There would also be practical ramifications on the auditor’s ability to deliver high quality audits given the 
significant level of resource required to deliver a PIE audit, which would be exacerbated if there was a 
shortened time-frame available to complete the audit as a result of an extended appointment process. This 
would impact both the mandated appointment and the auditor’s other clients.  

Situations where mandatory appointment were necessary would be likely to be high risk in nature. A large 
audit usually has a period of transition to allow a new auditor to familiarise themselves with the company 
and the judgements, in addition to the due diligence and information sharing that goes on in a proposal 
process. In these circumstances it is likely that the new auditor would have a limited lead time to familiarise 
themselves with the business in a period of higher audit risk. These factors would exacerbate the 
aforementioned issues. 

If implementation of the proposal is taken forward, we recommend that proposals are cognisant of 
maintaining audit quality and, where relevant, existing non-audit services are wound down in an orderly 
manner to avoid business interruption.  

56 What processes should be put in place to ensure that ARGA can continue to undertake its normal regulatory 
oversight of an audit firm, when ARGA has appointed the auditor? (129 

100G response We have no comments on this question. 

57 What other regulatory tools might be useful when a company has failed to find an auditor or in the 
circumstances described by Sir John Kingman (i.e. when quality issues have been identified around the 
company’s audit; when a company has parted with its auditor outside the normal rotation cycle; and when 
there has been a meaningful shareholder vote against an auditor appointment)? (129)     

100G response If all options are exhausted and an audit committee are unable to identify a replacement auditor, then an 
exceptional provision that allows companies to issue unaudited accounts should be considered. The failure 
to appoint an auditor would provide strong information to investors which the market could be expected 
to react to. 
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7.3 Shareholder engagement with audit 

58 Do you agree with the proposals and implementation method for giving shareholders a formal opportunity 
to engage with risk and audit planning? Are there further practical issues connected with the 
implementation of these proposals which should be considered? (132) 

100G response Shareholders already have ample opportunity to engage on risk and audit planning through existing 
mechanisms such as engagement with audit committee chairs, at AGMs, at investor days, in private 
meetings with big institutional investors and given their ability to vote on or against audit committee re-
election and auditor appointment. In practice, in our experience, they have demonstrated limited 
engagement specifically on audit related matters. Indeed, many institutional shareholders may not have 
the capacity to engage in the level of detail envisaged across their portfolio of investments. 

Proposals to encourage greater engagement with shareholders through these existing channels, such as 
shareholder engagement on audits at annual general meetings, should be pursued before any additional 
formal mechanisms are mandated.  

Ultimately it is for the auditor, as the specialists in their field, to determine their audit plan in accordance 
with the requirements of auditing standards, international regulatory developments, their knowledge of 
the business and market risks to enable them to provide a reasonable level of assurance and take on the 
liability should their work not meet the required standard. The audit plan is challenged by the company’s 
audit committee who typically have a greater understanding of audit, assurance and the businesses than 
individual shareholders.  

Requiring formal consideration of all shareholder comments would undermine the audit specialism and 
opens companies up to considerable administrative burden and cost. It risks unduly extending the audit 
committee’s annual report with many pages of compliance and distracting auditors from matters of greater 
risk and importance. As a minimum, we would recommend that, requirements to consider and provide 
feedback on suggestions put forward by shareholders should include some form of materiality test based 
on the size of the shareholding. 

Obligations to publish a summary audit plan would need safeguards to prevent the publication of 
commercially sensitive and price sensitive information, as noted in 7.3.4 of the consultation. They should 
also allow appropriate timeframes for auditors to finish the prior year’s audit before developing the 
following year’s audit plan, to avoid distracting auditors from current year risks and allow them to learn 
from their previous year’s experience. 

59 Do you agree with the proposed approach for ensuring greater audit committee chair and auditor 
participation at the AGM? How could this be improved? (133) 

100G response In our view, this is a balanced method for encouraging increased engagement with shareholders. We note 
that the auditor is already entitled to speak at the AGM. While their attendance should be encouraged and 
questions permitted, based on the current low levels of investor engagement on audit matters we would 
not support a mandatory agenda item being added to the already extensive AGM agenda. 

Other proposals to facilitate increased engagement with shareholders should only be pursued if 
shareholders demonstrate an increased interest in audit and assurance and if this this proposal, combined 
with existing mechanisms, does not improve shareholder’s ability to engage.  

60 Do you believe that the existing Companies Act provisions covering the departure of an auditor from a PIE 
ensure adequate information is provided to shareholders about an auditor’s departure? If you believe those 
provisions are inadequate, do you think that the Brydon Review recommendations will address concerns in 
this area? What else could be done to keep shareholders informed? (135)               

100G response In our view, the appropriate provisions are already in place, with auditors required to share the reason for 
a mid term departure with shareholders unless they are exempt from doing so. The regulator should focus 
on ensuring the current requirements are adhered to effectively rather than developing additional 
regulation. 

If implemented, requirements should ensure that additional steps, such as a general meeting, are only 
implemented when there has been a genuine breakdown in the relationship between the auditor and the 
company. They should not apply when a change has been made to better manage a transition (even if a 
change is not required); where auditors have changed as a result of M&A; to changes at the end of an 
auditor’s term; or other currently exempt situations. The enforcement of these obligations should not 
become a disincentive to resignation or dismissal. 
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Chapter 8 Competition, choice and resilience in the audit market  

8.1 Market opening measures 

61 Should the ‘meaningful proportion’ envisaged to be carried out by a Challenger be based on legal 
subsidiaries? How should the proportion be measured and what minimum percentage should be chosen 
under managed shared audit to encourage the most effective participation of Challenger firms and best 
increase choice? (142) 

100G response We strongly oppose the implementation of mandatory shared audits. We have significant concerns about 
the detrimental impact they would have on audit quality and efficiency, and on the attractiveness of the 
UK market. We are also unconvinced that they will improve choice and resilience in the UK audit market. 

It is inappropriate to use PIE audits as the ‘training ground’ for smaller audit firms. Even if successfully 
implemented, the quality of managed shared audits is unlikely to meet or exceed the quality of audit that 
a single firm is able to provide. In our view, the risks to audit quality are far greater than the benefits to 
competition and market resilience.  

While we are supportive of increasing competition in the audit market, it is important to recognise that this 
is a long-term objective. Sustainable capability and capacity can ultimately only be built based on practical 
work experience. We would support smaller audit firms developing industry or other expertise that helps 
them to win new tenders outright.  

Smaller audit firms already have the capability to deliver audits for FTSE 350, large AIM, and large private 
businesses, many of whom will fall within the new PIE definition. They will also be able to compete for 
future environmental and sustainability audit and assurance engagements with large businesses. However, 
when supporting with managed shared audits the smaller audit firms will be allocated lower risk and less 
complex subsidiaries. We do not consider that this will provide the necessary experience or increase their 
capability to take on complex high-risk group audits in the future. 

For companies of the vast majority of our members’ size, the audit market is global, rather than UK. It is 
difficult to see how concerns about the UK audit market can be addressed by the UK alone. Audit firms 
need to have the international network and resources to match the clients they serve. Therefore, there 
would be limited opportunities for smaller audit firms to take on full FTSE 100 group audits, even if a 
managed shared audit was successful in upskilling. Ensuring such networks, of a suitable quality, exist is 
outside the scope of the regulator and the UK government.  

Managed shared audits would result in a significant duplication in both effort and cost, which would be 
borne by the company and ultimately the shareholders. They could also result in delays in the signing of 
accounts. We expect the lead auditor would reperform the vast majority of work performed by a smaller 
audit firm given that they take on the overall liability for the group audit; that businesses are run as groups, 
not subsidiary by subsidiary; the level of complexity of FTSE 100 groups and their accounting matters; the 
big four firms have their own standard audit methodologies which the smaller audit firm would not fully 
comply with; difficulties with smaller audit firms sharing their work with the group auditor; and existing 
audit requirements for group audits requiring the lead auditor to undertake substantial oversight work. 
Audit committees would therefore seek to minimise the proportion of work taken on by the smaller audit 
firms to limit this duplication of effort and cost. 

Stratifying the audit market is likely to result in unintended consequences. There are very few smaller audit 
firms in the UK with the ability to participate in large complex audits, as such the proposals may result in a 
tier two audit firm concentration issue. There will also be disincentives for firms to grow beyond the 
prescribed threshold, at which point they would be required to give up a proportion of any group audits 
they were already providing. It will also be important to ensure that quality and competition in the audit 
market outside of the FTSE 350 is not negatively impacted as the smaller audit firms focus on larger more 
complex audits. 

In our view ARGA’s primary objective should be ensuring high quality audit and corporate reporting. Its 
competition objective should be secondary to this quality objective. This is in line with other regulators, 
such as the PRA, who only pursue their competition objectives when it is not to the detriment of quality or 
resilience. In ensuring that the audit firms deliver quality audits the regulator will contribute to safeguarding 
the firms it regulates, supporting the resilience of the audit market. 

We also note there is an inconsistency between on the one hand suggesting that there should be additional 
regulation on audit committees to ensure high quality audits, while on the other hand preventing audit 
committees from appointing the auditor that they believe can provide this quality audit.  
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We support reducing the barriers that prevent smaller audit firms from growing and competing in the PIE 
and FTSE 100 audit market, provided they do not come at the detriment of audit quality or efficiency. For 
example, making the movement of labour easier would result in additional opportunities for audit staff 
(including those that sign audit opinions) to move between audit firms or increasing communication 
between audit committees and smaller firms to enhance their understanding of smaller firm’s abilities and 
specialisms, supported by robust and timely information from the regulator on the audit quality of those 
firms. 

If the proposals were implemented, exemptions would need to be available for groups where subsidiaries 
are also PIEs which have obligations of their own to ensure audit quality, for example financial institutions. 
It would be inappropriate to require appointment of a smaller audit firms to perform PIE subsidiary audits 
if the audit committee were not comfortable that they had the appropriate skills and experience. 

Consideration will also need to be given to how the requirements apply to international groups. If the 
meaningful proportion of subsidiaries are allowed to include overseas subsidiaries, the impact on the UK 
audit market would be significantly reduced. However, if overseas subsidiaries are not selectable there will 
be significant challenges where operations are not based in the UK or only key subsidiaries are based in the 
UK. For example, a number of our members have only a small proportion of their operations in the UK; in 
these cases it would be inappropriate to require a smaller audit firm to audit the parent company and the 
consolidation then require a larger firm to sign the group audit opinion. We also have concerns about how 
international investors would react to these proposals. 

Exceptions will also be needed for businesses that comprise of a single trading entity or that do not have 
any material subsidiaries. For these groups it will not be possible to allocate a ‘meaningful’ proportion of 
the audit to a smaller audit firm based on an allocation of subsidiary statutory audits. In our opinion, sharing 
the audit of the main trading entity between two audit firms would be an even less desirable option which 
would exacerbate the aforementioned audit quality and cost risks. There would also be difficulties in 
defining the precise boundaries of the work for which different auditors are responsible, to whom the 
auditor concerned would report and what form the “audit” report would take if it was not made on the 
financial statements of a legal entity. 

62 How could managed shared audit be designed to incentivise Challenger firms to invest in building their 
capability and capacity? What, if any, other measures, would be needed? (145)                                

100G response As noted in our response to question 61, we do not believe that managed shared audits will provide the 
necessary experience or capability to support smaller audit firms with taking on complex high-risk group 
audits in the future. 

63 Do you have comments on the possible introduction in future of a managed market share cap, including on 
the outlined approach and principles? Are there other mechanisms that you think should be considered for 
introduction at a future date? (145) 

100G response Market caps are also likely to have a detrimental impact on audit quality, although, this may be to a lesser 
extent than managed shared audits.  

A market share cap would also have a detrimental impact on competition, particularly where firms are 
unable to participate in tenders due to their existing client portfolio. This could be particularly problematic 
for large multinational companies who need an audit firm that has the global footprint and resources to 
match their own. 

We disagree with designating ‘restricted tenders’ in which only smaller audit firms can participate for 
complex FTSE 100 groups or companies in industries with complex business models and accounting 
requirements. It is unclear how the regulator would determine whether a cohort of smaller firms would 
have sufficient capability to undertake the audit. Nor what would happen if the audit committee, who have 
greater experience with and understanding of their business, did not believe that the permitted smaller 
firms were capable of delivering a high quality audit. For multinational companies with international 
shareholders the appointment of a smaller audit firm, largely unknown outside of the UK, would also be 
likely to cause confusion amongst investors. 

8.2 Operational separation between audit and non-audit practices  

64 Do you have any further comments on how the operational separation proposals should be designed, 
codified (in legislation and regulatory rules), and enforced in order to achieve the intended outcome of 
incentivising higher audit quality? (150) 

100G response We would urge that any form of separation should not unintentionally hinder a firm’s ability to provide 
audits at the current level of quality. For example, by the loss of access to specialist resources (such as 
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valuations or pensions experts) for both the audit itself and informal advice, or difficulties in a firm’s ability 
to attract, retain and facilitate the movement of staff across their business. This is particularly important in 
light of the proposed expansion in assurance discussed in this consultation. The development of corporate 
auditing would require auditors to include individuals with different skillsets.  

In our view, operational separation requirements should be applicable to all firms, not just those currently 
providing more than 15% of services to the FTSE 350 (by audit fees). Failure to require smaller audit firms 
to adhere to the same requirements could act as a disincentive to growth beyond the prescribed threshold 
and undermines the assertion that audit quality is jeopardised by multi-service firms providing non-audit 
services. 

65 The Government proposes to require that all audit firms provide annual reports on their partner 
remuneration to the regulator. This will include pay, split of profits, and which audited entities they worked 
on. Do you have any comments on this approach? (150) 

100G response We have no comments on this question. 

66 In the event that the Government wishes to go further than the existing operational split proposals in future 
and implement split profit pools in line with the CMA recommendation, do you have any comments on how 
these can be made to work effectively? (150) 

100G response We have no comments on this question. 

67 The Government believes these proposals will meet its objectives. In the event that they prove insufficient 
to improve audit quality, and full separation of professional services firms is required, do you have any 
comments on how to make this work most effectively? (150) 

100G response It is appropriate to prohibit auditors from undertaking non-audit services which would cause their 
independence to be impaired. In line with best practice our members currently restrict their auditors from 
providing non-audit services; for many members these restrictions go above and beyond current UK 
requirements. Should a full separation of professional services firms be implemented non-audit services 
provided by an audit firm would no longer represent a threat to auditor independence, as such these rules 
would need to be re-considered. 

In the event of full operational separation, the government would also need to re-assure investors that such 
actions are exceptional in nature and will not be used for other companies or sectors operating in the UK.  

8.3 Resilience of audit firms and the audit market 

68 Do you have comments on the proposed measures? Are there any other measures the Government should 
consider taking forward to address the lack of resilience in the audit market? (156)                        

100G response We have no comments on this question. 

Chapter 9  Supervision of audit quality  

9.1 Approval and registration of statutory auditors of PIEs  

69 Do you agree with the Government’s approach of allowing the FRC to reclaim the function of determining 
whether individuals and firms are eligible for appointment as statutory auditors of PIEs? (162)                       

100G response It is unclear how the regulator reclaiming the function of determining whether individuals and firms are 
eligible for appointment as statutory auditors of PIEs would raise PIE audit quality, or what the regulator 
will do differently to the Recognised Supervisory Bodies (RSBs). 

If taken forward, it will be important to ensure that any separate registration for PIE auditors, to that 
required for non-PIE statutory auditors, does not act as a barrier to entry into the PIE audit market nor as a 
deterrent to smaller audit firm growth. Any additional powers, such as powers to impose sanctions on audit 
firms or individuals, should be consulted on appropriately to avoid unintended consequences. 

9.2 Monitoring of audit quality 

70 What types of sensitive information within AQR reports on individual audits should be exempt from 
disclosure? (165) 

100G response We support the need for greater audit quality transparency, however, in our view publication of AQR 
reports should be anonymised, in the form of summary findings or only published with consent. It is crucial 
that an activity aimed at ensuring audit and audit firm quality does not have a detrimental impact on the 
companies subject to those audits. 
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 Given the wide range of information that could be included in an AQR report, and the diverse ways in which 
large businesses operate, it would be impossible to produce an exhaustive list of information that should 
not be disclosed. Any information not in the public domain could be considered sensitive in nature.  

Should publication of full reports occur, it is the individual companies that are best placed to decide what 
information is sensitive to their business and how that information should be shared with the market. 
Therefore, there will need to be clear processes and procedures allowing companies to jointly input on any 
anonymisation and provide consent prior to publication. If, as proposed, consent is not required, an appeals 
process must be available to companies prior to publication. 

71 In addition to redacting sensitive information within AQR reports on individual audits, what other 
safeguards would be required to offer adequate protection to the entity being audited whilst maintaining 
co-operation with their auditors? (165) 

100G response The FRC will need to make clear that the issues identified with an audit do not mean that there has been 
an error in the company’s annual accounts. For example, similar notices could be used to the current FRC 
public sanctions which include an explicit statement that there is no allegation of material misstatement of 
the financial statements.  

Investors and the wider public are not generally familiar with AQR reports or gradings, including how they 
should be interpreted, meaning an audit failings could have an unintended knock on impact on investor 
confidence in the underlying company. It may be beneficial to simplify gradings to help improve investors’ 
and other stakeholders’ understanding of the conclusions reached. 

9.3 Regulating component audit work done outside the UK  

72 Do you agree with the Government’s approach to component audit work done outside the UK? How could 
it be improved? (167)          

100G response In accordance with International Auditing Standards UK audit firms gain an understanding of the work 
undertaken by component audit teams, including forming their own view on any judgemental areas. This 
does not necessitate re-performing the work of the component auditor but does require them to review 
third party files, documenting evidence and conclusions that have allowed them to provide their group 
audit opinion. 

The regulator’s role is to review, not re-perform, work completed by the audit firm. Evidence retained by 
the UK audit firm should be sufficient to facilitate this process.  

Access for the regulator to overseas component auditor working papers is often dictated by the laws and 
regulation in the jurisdiction within which the component auditor is registered. Should the regulator seek 
access to component auditor working papers, we recommend that the regulator enter into bilateral 
agreements with their regulatory counterparts to enable such access as opposed to placing the requirement 
on the lead auditor to facilitate this.  

9.4 The application of legal professional privilege in the regulation of statutory audit 

73 Do you agree that it is problematic if documents that the auditor reviewed as part of the audit are 
unavailable to the regulator because of the audited entity’s legal professional privilege? If so, what could be 
done to solve or mitigate this issue while respecting the overall principle of legal professional privilege? (169)                       

100G response The regulator’s role is to review, not re-perform, work completed by the audit firm. Evidence retained by 
the UK audit firm should be sufficient to facilitate the regulator’s review of audit quality. 

The protection that legal professional privilege affords to legal advice is an essential component of an 
effectively governed company operating within a well-ordered and functioning legal system. It is of 
paramount importance that companies, and especially public companies, take legal advice whenever it is 
prudent to do so in order to act in accordance with their legal and regulatory obligations to all stakeholders. 

The practical effect of compelling auditors to disclose privileged materials to any regulator would in our 
view, be detrimental to the audit quality as it would force companies to provide less (and not more) 
information to its auditors in order to risking the loss of privilege. 

Further comments on this topic, which we support, have been provided by the GC100 within their 
submission. 
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Chapter 10 A strengthened regulator 

10.1 Establishing the regulator  

74 Do you agree with the proposed general objective for ARGA? (172)    

100G response In our view it would be beneficial to include “building trust” or “protecting confidence in UK audit and 
corporate governance” in the regulator’s general objective. This would be achieved through the proposed 
“protecting and promoting” the interests of investors, other users and the wider public. The term “wider 
public” will also need to be defined as without a clear definition it is ambiguous and therefore harder to 
fulfil. 

We also believe that ARGA’s primary operational objective should be ensuring high quality audit and 
corporate reporting. Any competition objective should be secondary to this quality objective. This is in line 
with other regulators, such as the PRA, who only pursue their competition objectives when it is not to the 
detriment of quality or resilience. In ensuring that the audit firms deliver quality audits the regulator will 
contribute to safeguarding the firms it regulates, helping to support the resilience of the audit market. 

75 Do you agree that ARGA should have regard to these regulatory principles when carrying out its policy-
making functions? Are there any other regulatory principles which should be included? (175)                             

100G response In our opinion the FRC review’s recommended proportionality principle should be explicitly included in 
ARGA’s regulatory principles, in addition to requiring ARGA to have regard to the Regulator’s Code. Ensuring 
that requirements are proportional will be essential for maintaining the competitiveness of the UK. As such, 
this should be a fundamental criteria when the regulator is performing its policy making functions. 

It will also be important for the regulator to maintain the attractiveness of the audit profession, particularly 
given the proposed additional requirements and expansion to the definition of a PIE. Auditors will need to 
be supported, not just policed, to ensure that high quality individuals do not leave the industry and a 
pipeline of talent for the future is developed. This should include promoting and enhancing the work of 
smaller audit firms. 

We encourage the regulator to continue to consult on its work plan, and associated funding, to allow 
stakeholders to input on how the proposed broad objectives and principles are applied going forwards.  

Chapter 11 Additional changes in the regulator’s responsibilities 

11.1 Supervision: Accountants and their professional bodies  

76 Should the scope of the regulator’s oversight arrangements be initially confined to the chartered bodies and 
should they be required to comply with the arrangements? (191) 

100G response We are comfortable with the regulator formalising arrangements which are currently voluntary. 

77 What safeguards, if any, might be needed to ensure the power to compel compliance is used appropriately 
by the regulator? (192) 

100G response We have no comments on this question. 

78 Should the regulator’s enforcement powers initially be restricted to members of the professional 
accountancy bodies? Should the Government have the flexibility to extend the scope of these powers to 
other accountants, if evidence of an enforcement gap emerges in the future? What are your views on the 
suggested mechanisms for extending the scope of the enforcement powers to other accountants (if it is 
appropriate at a later stage? (195) 

100G response Any additional regulator powers should be focussed on ensuring the quality and accuracy of a PIE’s financial 
accounts and corporate governance, rather than extending powers to cover all chartered accountants or 
accountants. It is not clear why the regulator would need enforcement powers against all accountants, or 
chartered accountants, many of whom have no involvement in the preparation or audit of PIE financial 
statements and annual accounts.  

In our view, it would be more beneficial to have a regime equivalent to the FCA’s Senior Managers Regime 
or the SEC’s Financial Reporting Oversight Role regulation. This would ensure the regulator had oversight 
of all key decision makers responsible for the preparation of PIE annual accounts and supporting 
governance and financial reporting processes, whether accountants or not. This would be in line with the 
Directors enforcement regime proposed in chapter five. The determination of which individuals would meet 
these requirements would be subject to the discretion of each company based on their roles and 
responsibilities. 
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79 Should the regulator be able to set and enforce a code of ethics which will apply to members of the chartered 
bodies in the course of professional activities? Should the regulator only be able to take action where a 
breach gives rise to issues affecting the public interest? What sanctions do you think should be available to 
the regulator? (197) 

100G response A chartered body’s code of ethics should necessarily extend beyond audit and corporate reporting, so it will 
be important for them to be able to set ethical requirements beyond those recommended by the regulator. 
Options could include the regulator endorsing chartered body’s codes of ethics, as opposed to setting them, 
or the regulator producing a set of principles that must be incorporated within the body’s codes of ethics.  

11.2 Oversight and regulation of the actuarial profession  

80 Is ARGA the most appropriate body to undertake oversight and regulation of the actuarial profession? (200)                                   

100G response We have no comments on this question. 

81 Should the regime for overseeing and regulating the actuarial profession be placed on a strengthened and 
statutory basis? (201) 

100G response We have no comments on this question. 

82 Do respondents support the proposed principles for the regulation of the actuarial profession? Respondents 
are invited to suggest additional principles. (201) 

100G response We have no comments on this question. 

83 Are the proposed statutory roles and responsibilities for the regulator appropriate? Are any additional roles 
or responsibilities appropriate for the regulator? (202) 

100G response We have no comments on this question. 

84 Should the regulator continue to be responsible for setting technical standards? Should these standards be 
legally binding? Should the regulator be responsible for setting technical standards only? (203)                              

100G response We have no comments on this question. 

85 Should the regulator be responsible for monitoring compliance with technical standards? Should it also 
consider compliance with ethical standards if necessary? (203) 

100G response We have no comments on this question. 

86 Should the regulator have the power to request that individuals provide their work in response to a formal 
request - and to compel them to do so if necessary? (203) 

100G response We have no comments on this question. 

87 Should the regulator have the power to take appropriate action if work falls below the requirements of the 
technical standards? What powers should be available to the regulator in these instances? (203)                                   

100G response We have no comments on this question. 

88 Do respondents agree with the proposed scope for independent oversight of the IFoA? In which ways, if any, 
should the scope be amended? (204) 

100G response We have no comments on this question. 

89 Should the regulator’s oversight of the IFoA be placed on a statutory basis? What, if any, powers does the 
regulator require to effectively fulfil this role? (204) 

100G response We have no comments on this question. 

90 Does the current investigation and discipline regime remain appropriate? Should it be placed on a statutory 
basis? What, if any, additional powers does the regulator require to fulfil this role? (204) 

100G response We have no comments on this question. 

91 Do respondents think that the regulator’s remit should be extended to actuarial work undertaken by 
entities? What would be the appropriate features of such a regime, including the appropriate enforcement 
powers for the regulator? (205) 

100G response We have no comments on this question. 
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92 Should the regulator’s independent investigation and discipline regime for matters that affect the public 
interest also apply to entities that undertake actuarial work? Should the features of the regime differ for 
Public Interest Entities? (205) 

100G response We have no comments on this question. 

93 Does the regulator require any further powers in relation to its regulation and oversight of the actuarial 
profession? (205) 

100G response We have no comments on this question. 

11.4 Powers of the regulator in cases of serious concern  

94 Are there others matters which PIE auditors should have to report to the regulator? Could this duty 
otherwise be improved to ensure that viability and other serious concerns are disclosed to the regulator in 
a timely way? (210) 

100G response If taken forward there will need to be an appropriate and clear processes for auditors to follow, including 
prior discussion with the company and its board on matters prior to escalation to the regulator. It would be 
inappropriate for the auditor to report anything directly without first providing the business with the 
opportunity to review, explain and work through any concerns with the auditor, unless there was a legal 
basis for doing so. In the event that there is no response, or a resolution cannot be reached escalation may 
be appropriate, but we would expect this to be in limited circumstances. 

There would also need to be safeguards in place that restrict the disclosure of commercially or price 
sensitive information that the company has not shared with investors. 

95 Should auditors receive statutory protection from breach of duty claims in relation to relevant disclosures to 
the regulator? Would this encourage auditors to report viability and other concerns to the regulator? (211) 

100G response Any disclosures to the regulator would need to be stand alone and should not have an impact on the 
auditor’s liability in relation to their audit opinion. For example, if there are material concerns around a 
company’s viability it would be inappropriate for the auditor to provide a clean audit opinion if this were 
not reflected in the accounts. 

96 How much time should be given to respond to a request for a rapid explanation? (212) 

100G response The time needed to provide explanations will depend on the type of request and the level of detail the 
regulator expects to be included in the response. In our view, it is more important for companies to provide 
high quality responses than rapid responses. This will be particularly important if the regulator intends to 
publish the correspondence, for example through the power to publish correspondence from CRR reviews 
proposed in chapter four.  

Responses to the regulator are prepared and reviewed as part of a company’s governance processes. Any 
timetable for rapid explanations will need to take into account the availability of the relevant personnel to 
respond, including, but not limited to annual leave; public holiday; access to non-executives, including audit 
committee members, who provide part time services; and existing reporting obligations deadlines. 

If implemented it would be beneficial to use a graduated approach with clear criteria, based on which a 
range of rapid but reasonable response times could be required. Additionally, a process for requesting 
extensions will need to be developed and the regulator will need to be resourced sufficiently with staff of 
the right calibre so that they are able to response equally as quickly. 

97 Should the regulator be able to publish a summary of the expert reviewer’s report where it considers it to 
be in the public interest? (215) 

100G response There will need to be a clear criteria for when the regulator may commission an expert review at the 
company’s expense. These should be proportionate, reflecting the cost burden that will be placed on the 
company in addition to audit fees already incurred, and should not facilitate investigations taken without a 
clearly defined objective. 

A company’s financial statements already undergo inspection by an expert independent reviewer in the 
form of an audit. For judgements assessed as part of a company’s audit it would be more efficient to require 
the auditor to explain how they were comfortable with the decision than to commission a separate expert 
review. We also note that publication of expert reviews may also cause friction between major UK audit 
firms, if the conclusions drawn differ to those on which a clean audit opinion was based.  

The power to commission an expert review should not be used as a means for the regulator to manage 
without sufficient specialist resource. The regulator should have ample resources to monitor technical 
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industries, such as insurance the insurance industry, through its normal processes and associated statutory 
levy. 

In our view any publication of expert reviews should only occur as part of the publication process for 
corporate reporting or audit quality reviews, as discussed in chapters four and nine of the consultation 
respectively. This is in line with the government’s intention for expert reviews to be focussed on addressing 
concerns about audit and corporate reporting. Expert reviews should not be published independently of 
these processes as they will contain significant amounts of highly sensitive commercial information; the 
regulator should be required to form its own views on the PIE’s compliance with corporate auditing; and 
reporting obligations and publication would be likely to make the review process more contentious. As the 
government has pointed out the FCA and PRA do not publish their equivalent reports. 

If implemented, publication of expert reviews should only occur in exceptional circumstances; based on 
agreed criteria; be in summary form; take place once the review has concluded; include a mechanism to 
remove commercially sensitive or price sensitive information; and provide an opportunity for the company 
to respond to the publication.  

98 Are there any additional powers that you think the regulator should have available where an expert review 
identifies significant non-compliance by a company in relation to its corporate reporting and audits? (215)                           

100G response We have no comments on this question. 

 




