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3  Governance

CORPORATE 
GOVERNANCE 
STATEMENT
The Board is committed to high standards 
of governance and believes that the Code is 
the appropriate benchmark.

This report explains how the underlying 
principles of the Code have been met. 
The FRC does not have shareholders in 
the usual sense; as a company limited by 
guarantee, the members of the Company 
are the directors. However, the FRC has a 
wide range of stakeholders and conducts 
an extensive engagement programme, 
through holding annual open meetings, 
consulting on the annual plan and budget, 
the annual report and individual 
consultations, all designed to ensure 
the views of our stakeholders are heard.

The membership of the FRC Board, 
its Committees and Councils consists 
predominantly of non-executives which 
we consider meets the provisions of the 
Code in respect of independence. The 
Deputy Chairman fulfils the role of a senior 
independent director. In 2015/16 we 
reviewed our executive and governance 
structure to ensure that we could deliver 
our new strategy. Table 2 shows the 
structure in place at the time of reporting 
and the relationship between the Board 
and its Committees. 

We have processes in place for 
information to flow through the Board, 
its Committees and Councils through 
update reports, Chairman updates and 
annual governance events. 
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THE FRC BOARD 

BOARD MEMBERS AS AT 31 MARCH 2016

Sir Winfried Bischoff 
Chairman of the FRC  
Board and Nominations 
Committee 

Appointed 1 April 2014

Skills and experience:
Sir Win brings experience of 
leading complex international 
committees and boards, 
drawn from a range of sectors, 
including banking and capital 
markets, finance and 
government regulation 
and public policy. 

Current appointments:

JP Morgan Securities plc – 
Chairman

JP Morgan Chase London 
Branch – Oversight Committee 
– Lead independent advisor 

S&P Global Inc – Director 

Akbank TAS, Turkey – Member 
of the International Advisory 
Board 

Gay Huey Evans 
Deputy Chairman 

Appointed 1 April 2012

Skills and experience:
Gay brings a wealth of 
experience of corporate plc, 
financial services and 
regulation both in the UK 
and the US. 

Current appointments:

Standard Chartered PLC – 
Director

Conoco Philips – Director

Itau BBA International plc – 
Director

Wellbeing of Women (UK) 
(charity) – Trustee 

Beacon (UK) (charity) – 
Chairman 

Stephen Haddrill 
Chief Executive Officer 

Appointed 16 November 
2009

Skills and experience:
With a career spanning 26 
years in the civil service, 
including time as the Director 
General, Fair Markets Group 
at the DTI and as the Director 
General of the Association 
of British Insurers, Stephen 
brings a wealth of experience 
in government and regulation. 

Current appointments:

Royal Institute of Chartered 
Surveyors (RICS) Regulatory 
Board – Chairman and 
Non-Executive Director

Mark Armour 
Independent Non-Executive 
Director 

Appointed 2 July 2012

Skills and experience:
Mark brings strong financial 
and audit committee expertise 
gathered through executive 
roles, including as CFO at 
Reed Elsevier (now RELX 
Group) and partner at Price 
Waterhouse,and non-executive 
roles in major corporations. 

Current appointments:

SABMiller plc – Non-Executive 
Director and Chairman of the 
Audit Committee

Tesco PLC – Non-Executive 
Director and Audit Committee 
member.
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Role and composition 

The Board’s role is to provide strategic Matters reserved to the Board and those 
leadership of the FRC within a framework which the Board considers suitable for 
of prudent and effective controls which delegation are set out in the terms of 
enables risk to be assessed and managed. reference for its Committees and Councils 
The Board sets the FRC’s strategic aims and are published on the FRC website.6

and culture. It ensures that the necessary 
financial and human resources are in place 
for the FRC to meet its objectives and it 
reviews management performance. 

Sir Brian Bender KCB 
Independent Non-Executive 
Director 

Appointed 1 March 2014

Skills and experience:
Brian brings a wealth of 
experience of UK Government 
and European policy following 
a career that included roles as 
Head of European Secretariat 
and Permanent Secretary in 
the Business Department and 
at DEFRA.

Current appointments:

London Metal Exchange – 
Chairman

Pool Reinsurance – Non-
Executive Director 

David Childs 
Independent Non-Executive
Director, Conduct 
Committee Chairman

Appointed 1 May 2014

Skills and experience: 
After a career spanning 
40 years at Clifford Chance, 
the last eight years as Global 
Managing Partner, David 
brings strong expertise of 
corporate practice. 

Current appointments: 

Leigh Academies Trust Limited 
– Non-Executive Director

John Coomber 
Independent Non-Executive 
Director 

Appointed 23 July 2015

Skills and experience: 
John is an actuary with 
experience in reinsurance 
and pensions insurance. He 
had a career of 41 years with 
Swiss Re including as CEO 
and non-executive director. 
He was also CEO of Pensions 
Insurance Corporation where 
he continues as a non-
executive director.

Current appointments 

Pension Insurance Corporation
– Director 

MH (GB) Ltd – Chairman

Tempus Energy Technology 
Limited – Director 

Elizabeth Corley 
Independent Non-Executive 
Director, Remuneration 
Committee Chairman

Appointed 1 April 2011

Skills and experience:
Elizabeth brings expertise 
of Global asset management 
and is a Non-Executive 
Director on two FTSE 100 
boards, including chairman of 
a remuneration committee. 
Through previous roles 
Elizabeth also brings experience 
and an understanding of the 
life and pensions industry. 

Current appointments:

IMA – Board Member

Pearson plc – Non-Executive 
Director

BAE Systems plc – Non-
Executive Director

Forum of European Asset 
Management Managers – 
Management Committee 
Member 

TheCityUK– Member of the 
Advisory Council

Future of Finance Council – 
Member

6 https://www.frc.org.uk/
About-the-FRC/Procedures/
Governance-and-procedures.
aspx
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Olivia Dickson 
Independent Non-Executive 
Director, Actuarial Council 
Chairman

Appointed 2 July 2012

Skills and experience:
Olivia brings non-executive 
remuneration, risk and audit 
committee experience from 
a variety of roles in the private 
sector as well as advisory and 
decision making experience 
in financial services and 
pensions regulation. 

Current appointments:

Canada Life Ltd – Non-
Executive Director and 
Chairman of the Risk 
Committee 

Travers Smith LLP – Non-
Executive Advisor to Senior 
Partner

Paul George 
Executive Director, 
Corporate Governance and 
Reporting

Appointed 2 July 2012

Skills and experience
Paul brings strong expertise 
in corporate reporting and 
governance, international 
regulatory matters and the 
audit of public interest entities. 

Ray King 
Independent Non-Executive 
Director, Audit and 
Assurance Council 
Chairman

Appointed 23 July 2015

Skills and experience:
Following a career in senior 
finance positions, and four 
years as chief executive of 
BUPA, Ray brings strong 
financial expertise, and, 
through a number of non-
executive positions, expertise 
of chairing audit committees.

Current appointments: 

Saga plc – Non-Executive 
Director

Rothesay Hold Co UK Ltd 
– Chairman

Rothesay Life Ltd – Chairman

Nick Land 
Independent Non-Executive 
Director, Codes & 
Standards Committee and 
Audit Committee Chairman 

Appointed 1 April 2011

Skills and experience: 
After a career spanning 36 
years at Ernst & Young where 
Nick was a Managing Partner, 
he brings strong financial 
expertise and experience 
of dealing with major 
corporations in many parts 
of the world. 

Current appointments: 

Vodafone Group plc –  
Non-Executive Director 

Ashmore Group plc –  
Non-Executive Director 

The Vodafone Group 
Foundation – Chairman of the 
Board of Trustees 
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Board and Committee member 
attendance for the period from 1 April 
2015 to 31 March 2016. 

The attendance matrix is in Table 5 of the 
Directors’ Report on page 83. Where a 
member was unable to attend a meeting 
due to a prior commitment, he or she 
provided comments on the papers to the 
Chairman prior to the meeting.

Roger Marshall 
Independent Non-Executive 
Director, Corporate 
Reporting Council 
Chairman

Appointed 1 November 
2010

Skills and experience:
Roger brings experience of 
leading the audits of a number 
of FTSE and large multinational 
entities following a career 
spent as an audit partner 
at PwC. He also brings 
significant experience of policy 
development at an international 
level and is currently acting 
president of EFRAG. 

Current appointments: 

Old Mutual plc – Director

Pension Insurance 
Corporation, UK – Director

EFRAG – Director and Acting 
President 

Melanie McLaren 
Executive Director, Audit

Appointed 2 July 2012

Skills and experience:
Following a career that 
included roles as an audit and 
regulatory assurance partner 
at PwC and Chief Risk Officer 
at Friends Life she led the 
FRC’s Codes and Standards 
Division, responsible for 
developing policy initiatives 
in corporate governance, 
reporting, audit and actuarial 
work. Melanie brings a wealth 
of experience in professional 
and financial services and in 
risk and regulation. 

Current appointments:

UK Municipal Bonds Agency 
plc – Non-Executive Director

Keith Skeoch 
Independent Non-Executive 
Director

Appointed 1 March 2012

Skills and experience:
With a career spanning 
20 years at Standard Life, 
and 19 years at James Capel, 
Keith brings economic, 
financial expertise and 
experience of best practice in 
stewardship and governance 
in the financial services sector. 

Current appointments:

Standard Life plc – Director

HDFC Asset Management, 
India – Director

HDFC Life, India – Director
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Board diversity and succession Activities of the Board

The FRC’s commitment to promoting In addition to the seven scheduled 
diversity extends to the membership of the meetings, the Board held a strategy day 
Board and its Committees. The Board on 17 September 2015. At each meeting, 
satisfies this commitment by keeping under the Board considers a number of standard 
review the composition of Board, reports, such as the CEO report and 
its Committees and Councils members in reports from the Chairman of the Board 
terms of the mix of skills, experience and Chairmen of the Committees. On a 
and backgrounds. quarterly basis, the reports from the 

Executive Directors of Codes & Standards 
As the Directors of the FRC are also its and Conduct are considered and the issues 
members, the submission of Directors for arising within each function are discussed. 
re-election is not appropriate. The Board The Non-Executive Directors actively and 
has put in place an alternative to annual robustly challenge management and the 
re-election; its annual effectiveness Executives Directors on key issues to 
evaluation which includes consideration ensure proposals and issues for decision 
of the continuation of each of the Directors are aligned to the strategic objectives of 
in their current role. The Chairman and the FRC and its mission.
the Deputy Chairman are appointed by 
the Secretary of State for BIS and the During the period of 2015/16, a key areas 
Secretary of State is invited to consider the of focus for the Board was the 
continuation of the Chairman and Deputy implementation of the ARD. The Board 
Chairman on an annual basis. The FRC’s dedicated considerable time to reviewing 
approach to succession planning was key issues consequential to the ARD 
reviewed during 2015/16 and the approach including the framework, proposed 
is set out in the Nominations Committee legislation and procedures, amendments 
report on page 55. to auditing and accounting standards and 

the Corporate Governance Code. Updates 
on the progress of discussions with BIS  
and consultation with the professional  
bodies were given regularly at meetings. 
In this work the Board was supported 
by a Board Steering Group, comprising  
Sir Win Bischoff, Gay Huey Evans, Stephen 
Haddrill, David Childs, Nick Land, Ray King, 
Melanie McLaren and Paul George. 

The Group, assisted by the General 
Counsel & Company Secretary and her 
team, advised and made recommendations 
to the Board in relation to all aspects of the 
implementation including changes to the 
FRC’s powers and constitution and plans 
for new funding mechanisms, arrangements 
with delegate bodies; and monitoring and 
enforcement procedures. In developing its 
advice the Group had regard to risk and to 
the FRC’s regulatory philosophy. The Group 
oversaw the preparation of associated 
cost-benefit analyses and the regulatory 
impact assessment. 

 

Boards that are diverse 
in background and 

experience, geography 
and ethnicity, not only 

encourage better 
leadership but also 
contribute to better 

all-round performance, 
engagement and 

innovation
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The Board dedicated the strategy day 
to discussing the 2016-19 strategy. Internal controls and risk 
The Board confirmed the mission of the management 
FRC – to ‘promote high quality corporate 

The FRC risk policy was reviewed in reporting and governance to foster 
September 2015. The policy outlines the investment’ and the supporting strategies 
approach to risk management identifying that promote trustworthy information and 
specific risk management roles, high standards of behaviour. The Board 
accountabilities and responsibilities. constructively worked together to formulate 
The Board is responsible for the the new strategy and objectives for the 
maintenance and monitoring of an effective next three years. 
system of internal controls, including 

Following discussions at the Strategy Day, financial, operational and compliance 
the Board approved in January 2016 the controls. The risk management framework 
new governance structure. This was in is outlined on pages 18 to 22. The Audit 
response to the changes to the executive Committee’s role and activities performed 
structure designed to support an evolving during the year with regard to risk 
strategy focused on: embedding recent management and internal controls are set 
changes, establishing the FRC as a out on pages 51 to 54.
regulator that leads the way in working with 
those it regulates to promote best practice 
as set out in the Effectiveness Project and 
on the successful establishment of the FRC 
role as the Competent Authority. As part of 
the 3-year strategy review, the Board 
considered changes to the funding model; 
more details are on page 15.

During the year the Board discussed a 
number of other topics, including, the 
annual budget and a new funding model, 
the external advisers’ recommendations 
that led to the implementation of the 
Effectiveness Project, amendments to 
various accounting standards, issues 
related to the deregulatory agenda, the 
development of a new TAS framework. 
The minutes of the Board meetings  
are published.7 

During the period of 
2015/16, a key areas 
of focus for the Board 

was the implementation 
of the ARD

7 https://www.frc.org.uk/
About-the-FRC/FRC-structure/
FRC-Board/Minutes-of-
meetings.aspx
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Board effectiveness review 

Board effectiveness is reviewed every year. 
Agreed actions arising from reviews 
are monitored by the Board. Over the year 
the Board received updates on the actions 
that were implemented to address the areas 
for improvement identified during the 
2014/15 review. As a result a framework for 
horizon scanning was introduced, sessions 
on report writing and presentation skills 
were provided to staff and the succession 
planning process was reviewed and revised. 

Having undertaken an internally led review 
in 2014/15 the 2016 review was externally 
facilitated. The review was carried out by 
Independent Audit Limited. During 2016, 
Independent Audit supported the FRC’s 
Culture Coalition project for a fee of 
£6,000. There is no other connection 
between Independent Audit and the FRC.

The scope of the 2016 review included 
the effectiveness of the Board and its 
main Committees: Audit, Remuneration, 
Nominations, Codes & Standards and 
Conduct. In undertaking their work, 
Independent Audit interviewed all Board 
members, the General Counsel & Company 
Secretary, the Committees’ Secretary and 
members of the Codes and Standards and 
Conduct Committees. Independent Audit 
attended Board and Committee meetings 
held in February and March 2016 and had 
access to recent Board and Committee 
papers, which included the findings of the 
2014/15 internally led review. At the 
conclusion of their work, Independent Audit 
presented and discussed their report with 
the Board at its meeting on 14 April 2016. 

The 2016 review supported the findings 
of the 2014/15 review in demonstrating that 
the Board and its Committees work well. 
While the Board is a little larger than usual, 
this reflects the need for a broad range of 
skills and experience and does not hinder 
its effectiveness. The Board members are 
collegiate and work well together; they 
contribute actively to the Board and 
Committee meetings, all of which are 
well chaired. 

Independent Audit made a number of 
recommendations on the structure and 
length of papers on codes and standards 
and on the relationship between the Board 
and the Conduct Committee.

Independent Audit recommended that a 
review of the FRC Risk Framework would 
enhance the oversight responsibilities of 
the Board and its Committees and the 
approach to horizon scanning. A review 
of the FRC’s approach to risk, and 
oversight of risk, is in progress and the 
FRC’s assurance map is being developed. 
A second horizon scanning exercise is 
underway using the framework developed 
in response to the 2014/15 review. 

The review of individual directors’ 
performance is undertaken by the 
Chairman. The Conduct Committee and 
the Codes & Standards Committee include 
members who are not members of the FRC 
Board and these members’ performance is 
reviewed by the Chairmen of the respective 
Committees. The Deputy Chairman led the 
review of the effectiveness of the Chairman; 
it was felt that the Chairman continued to 
provide good leadership to the Board, 
ensuring that it operated effectively.

The Board focus on culture will be further 
considered following the conclusion of the 
FRC’s culture coalition project. Succession 
planning and the associated nominations 
processes will focus on the long term 
requirements of the organisation. 
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BOARD 
COMMITTEES

Table 2 – Governance Structure

FRC Board 
 

Codes & 
Standards 
Committee

Audit and 
Assurance 
Council

Corporate 
Reporting 
Council

Actuarial 
Council 

Conduct 
Committee 

Corporate 
Reporting 
Review 
Committee

Financial 
Reporting 
Review Panel

Audit Quality 
Review 
Committee

Tribunal 
 

Case 
Management 
Committee

Enforcement 
Committee 
Panel 

The Board is supported 
by the following 
committees:

Audit Committee

Nominations Committee

Remuneration Committee

Codes & Standards 
Committee

Conduct Committee 

Note. Table 2 sets out the governance structure as at The terms of reference for the Board, its Committees 
from 17 June 2016 and reflects the changes introduced and Councils can be found in the FRC governance 
in response to our role as the Competent Authority. bible on our website.8

8 https://frc.org.uk/About-the-
FRC/Procedures/Governance-
and-procedures.aspx



 51Financial Reporting CouncilAnnual Report and Accounts 2015/16 

AUDIT COMMITTEE What the Audit Committee did 

REPORT in 2015/16

In addition to receiving the regular reports 
The members of the Audit Committee from the Finance Director on the financial 
are all independent Non-Executive performance of the FRC, the Audit 
Directors (see Table 5 for membership and Committee reviewed the assessment 
attendance at meetings), and at least one and monitoring of the principal risks and 
member has relevant financial experience. considered the findings of the audit reviews 
In January 2016, Keith Skeoch stepped undertaken by Grant Thornton on a 
down and was replaced by John Coomber. rotational basis together with any remedial 

steps identified by management to In addition to the members, meetings are 
strengthen the internal controls. This year, attended by the external auditor, 
the Committee spent time reviewing the haysmacintyre and by invitation by the 
risk assessments of IT security, and Chief Executive, the Director of Finance, 
reviewed progress of the measures aimed the Head of Finance and the General 
to strengthen the internal controls in this Counsel & Company Secretary. Members 
area. The Committee also reviewed and of the Committee meet with the external 
challenged management’s proposals for auditor in private at least once a year. To 
reviewing the revenue strategy and the level protect the objectivity and independence 
of reserves appropriate for prudential of the external auditor, the FRC’s policy is 
financial management. The following page that no non-audit services will be carried 
sets out the specific areas of work that  out by the external auditor. The Chairman 
the Committee considered during the of the Committee also meets with the 
reporting year.external auditors outside of the formal 

Committee process during the year.

The FRC has not established a dedicated 
internal audit function because of its size 
and nature but has kept the position under 
review. Following an internal risk 
assessment, a process map was 
developed to identify the control areas 
considered to be of particular risk. An 
independent third party, Grant Thornton, 
was appointed to carry out the internal 
audit reviews of internal controls and to 
report their findings to management and 
to the Audit Committee. 
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What the Audit Committee did in 2015/16 continued

18 November 2015 Draft Budget 2016/17, Revenue Strategy update and Reserves

IT security 

Internal and external whistle-blowing polices

Findings arising out of the independent third party audit report 
on FRC payroll processes

6 February 2016 The audit plan, in particular assessment in the following key risk 
areas: revenue recognition/significant accounting estimates/
disciplinary case costs and provisions

Auditors remuneration

Risk monitoring (see page 18)

10 May 2016 The 2015/16 financial statements, in particular: the clarity of 
disclosures and compliance with the applicable financial reporting 
standards and relevant financial and governance reporting 
requirements

Internal audit plan and review of procurement audit review

Preliminary report on the audit

Auditor engagement letter approval

Terms of reference review

Requested the development of a risk management assurance map

Outcome of the committee effectiveness review

14 June 2016 The 2015/16 financial statements for recommendation to the Board

The auditor’s report on the 2015/16 financial statements

The letter of representations

Management’s assurances
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At its May meeting, the Committee had the 
The Committee’s work in opportunity to review the year-end Finance 
relation to the 2015/16 Director’s report and a preliminary draft of 
financial statements the report and accounts. In addition they 

discussed the development of a risk 
The Committee’s primary responsibility management assurance map. On internal 
is to review with management and the audit the Committee considered the 
auditors the appropriateness of the findings of the internal audit review on 
financial statements. No changes were procurement, considered the internal audit 
made to the accounting policies from the plan and agreed with management the 
previous year. internal audit reviews for 2016/17. The 

Committee was kept informed of the work 
In February, the Committee received 

on IT security.
the auditor’s audit plan in relation to 
the 2015/16 financial statements. The At the start of the year, the external auditor 
Committee discussed the plan that presented their audit plan; their findings 
outlined the areas of focus which were were discussed at its meeting in June. 
based on those risks most likely to give In particular the Committee discussed 
rise to significant financial misstatements, revenue recognition and focused on the 
namely revenue recognition, management findings relating to the methodology and 
override of controls, disciplinary case costs review of the disciplinary case costs and 
and provisions, and approved the audit provisions. As part of the Committee’s 
materiality level. The Committee also assessment on whether the annual report, 
reviewed the key reporting issues, and taken as a whole, is fair, balanced and 
challenged both management and the understandable, the Committee 
auditor with regard to the process and commissioned an independent review 
controls in place for claiming and charging which this year was carried out by an 
disciplinary case costs. independent member of one of the 

FRC committees.

The Committee’s 
primary responsibility 

is to review with 
management and  
the auditors the 

appropriateness of the 
financial statements
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The Audit Committee reviewed the draft 
viability statement and challenged the 
underlying assumptions. 

To assess the effectiveness of the auditor, 
the Committee reviewed the extent to 
which the auditor fulfilled the agreed audit 
plan and any variations from it and also 
received feedback from management 
on their assessment of the auditor. The 
Committee also reviewed the external 
auditor’s findings arising from the audit and 
robustly challenged the work performed 
by the auditor to test management’s 
assumptions, key judgements and 
estimates made for each risk area. Based 
on their own interaction with the auditor 
together with input from management, 
the Audit Committee recognised that 
the auditors provided a challenging and 
sceptical review of management’s key 
judgements and therefore it continued to 
be satisfied with the auditor’s effectiveness.

Committee effectiveness

The Committee’s annual evaluation was 
undertaken as part of the overall board 
evaluation process that was externally 
facilitated by Independent Audit. The 
overall findings are set out on page 49. 
The Committee had the opportunity to 
consider and discuss the findings related to 
the Committee at its May meeting. The 
evaluation did not identify any significant 
areas for improvement. 

Risk management

The FRC’s principal risks are set out on 
pages 19 to 21.

Reports on the assessment of the principal 
risks facing the Company to ensure that 
significant risks were clearly identified and 
appropriately managed were received by 
the Committee. The Committee reviewed 
the internal audit plan, discussed the 
findings of internal audit reviews and 
provided an independent challenge to 
ensure the continued effectiveness of the 
internal controls which management is 
responsible for establishing and maintaining. 
Where areas for improvements were 
identified, processes are in place to ensure 
that necessary action is taken and the 
progress is monitored. 

Nick Land
Chairman of the Audit Committee 
13 July 2016

Where areas for 
improvements were 
identified, processes 
are in place to ensure 

that necessary action is 
taken and the progress 

is monitored 
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NOMINATIONS 
COMMITTEE REPORT
The members of the Committee are listed 
in Table 5, together with their attendance 
during the year. The Committee met 
three times. The focus areas remained 
succession planning and selection 
processes for the recruitment of members 
of Committees and Councils.

Board and Committee changes

As previously reported, John Coomber and 
Ray King were appointed to the Board on 
23 July 2015. John Coomber strengthens 
the Board’s skills with his actuarial 
background and international experience. 
Ray King, who was also appointed as 
Chairman of the Audit and Assurance 
Council, brings to the Board broad 
corporate experience including in the 
non-listed sector. 

Following Keith Skeoch’s request to retire 
from the Audit Committee, the Committee 
evaluated the skills, diversity and expertise 
of Board members, and agreed to 
recommend to the Board John Coomber 
for appointment to the Audit Committee 
in his place. 

 

What the Committee dealt with in 2015/16

1 July 2015 Review of succession planning

Revised FRC policy on terms of office

Recruitment process to appoint a member of the  
Audit & Assurance Council

Composition of interview panel for the recruitment  
of a member of the Conduct Committee 

Establishment of a pool of independent assessors

Revised FRC Code of Conduct

1 December 2015 Succession planning for Chairman of Accounting Council 
and Audit Committee 

Selection process for the recruitment of members  
of the Accounting and Actuarial Council

2 March 2016 Composition of the Board, Codes & Standards Committee 
and Accounting Council

Nominations Committee Report for the Report 
and Accounts for the year ended 31 March 2016

Re-appointment of members to the Conduct Committee 
and Codes & Standards Committee

Review of the terms of reference

Review of register of interests

 

The focus areas 
remained succession 
planning and selection 

processes for the 
recruitment of members 

of Committees and 
Councils
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The Committee considered the selection 
process for recruiting up to four new 
members of the Case Management 
Committee to replace retiring members 
and members of the Conduct and Codes 
& Standards Committees. The selection 
process typically involves open advertising, 
interviews by a selection panel and by an 
independent assessor where appropriate. 

Succession planning

At each meeting, the Committee reviewed 
the FRC’s non-executive succession 
planning. It considered the skills and 
knowledge required to successfully deliver 
the strategic objectives of the FRC. The 
Committee identified that there is potential 
gap for an individual with Small-Medium 
Entities expertise and this will be taken in 
to consideration as part of the succession 
planning exercise. 

Diversity

The Board remains committed to ensuring 
Board diversity. Diversity across the 
governance structure is reviewed regularly 
and forms part of the quarterly succession 
planning reports submitted to the chairmen 
of the Board, Committees and Councils, 
and approved by the Committee. Chairmen 
and members of interview panels have 
regard to diversity in all recruitment efforts. 
A process is in place to focus the attention 
of chairmen of committees and councils 
on gender diversity. Although no specific 
targets are set, 27 per cent of the FRC 
Board are women.

Committee effectiveness

The Committee’s annual evaluation was 
undertaken as part of the overall board 
evaluation process that was externally 
facilitated by Independent Audit. The 
findings are set out on page 49.

Professional advisers

The Committee has the authority to appoint 
external advisers. No external advisers 
were engaged during the reporting year.

Sir Winfried Bischoff
Chairman of the Nominations Committee 
13 July 2016
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REMUNERATION In March 2016, the Committee reviewed 

COMMITTEE REPORT
and approved the total remuneration and 
bonus pool for staff, including the Chief 
Executive and members of the Senior 
Leadership Group. The Committee’s review The members of the Committee are listed 
of the remuneration of the FRC Executive in Table 5, together with their attendance 
was informed by the views of the Non-at meetings held during the year. The 
Executive Directors on the performance Committee met three times during the 
of the FRC Executive and members of reporting period. 
the Executive Committee. Annual awards 

During the year, the Committee focused were considered in the light of the criteria 
on the HR strategy and related initiatives set in the Remuneration policy described 
developed to support the wider corporate in the Directors’ Remuneration Report, 
strategy for 2016-19, with a view to ensuring the budgetary provisions, the peer 
that the reward strategy was aligned with benchmarking and taking into account 
the corporate strategy. The Committee the financial position of the FRC following 
continued to be kept regularly updated consultation with the Chairman of the Audit 
on the progress of the Leadership and Committee and the Finance Director. 
Management Development Programme 

The collective and individual objectives designed to provide a framework to develop 
of the Executive Committee for the year future leaders within the FRC and on the 
2016/17 were reviewed and approved. implementation of the effectiveness review 

following the external advisers’ work. 
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What the Committee dealt with in 2015/16

15 June 2015 Timetable for FRC pay and bonus (2015/16)

People strategy 2015/16 and beyond (this included a review 
of the people development, the framework of the 
Leadership and Management Programme designed to 
develop future leaders)

30 November 2015 The budgetary provision for the general salary review, 
company-wide bonus and individual bonus (2015/16) 
supporting a recommendation to the Board by the Chief 
Executive in that regard

FRC pay policy

People strategy 2015/16

16 March 2016 The salary review and bonus awards to staff (2015/16)

The salary pay review and bonus awards of the Executive 
Committee

CEO pay review and bonus

Remuneration Committee Report for the Report and 
Accounts for the year ended 31 March 2016

Review of Remuneration Committee’s terms of reference

Executive Committee objectives for 2016/17

Details on the remuneration policy, 
remuneration and benefits for Executive 
and Non-Executive Directors is in the 
Directors’ Remuneration report on page 62. 

Committee effectiveness

The Committee’s annual evaluation was 
undertaken as part of the overall board 
evaluation process that was externally 
facilitated by Independent Audit. The 
findings are set out on page 49. 

Elizabeth Corley
Chairman of the Remuneration Committee 
13 July 2016
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CODES & – A consultation on revised Ethical 

STANDARDS 
and Auditing standards to meet the 
requirements of the ARD, taking into 

COMMITTEE REPORT
account our experience, alongside 
related amendments to the UK 
Corporate Governance Code and 

The Committee continued to exercise updated guidance for Audit Committees. 
oversight of the FRC’s work on its codes, – Further development of the framework 
standards and related material. This included for Technical Actuarial Standards and 
approving a codes and standards framework the supporting risk perspective, 
and reviewing procedures to support that developed through the JFAR.
framework. More details of the work carried 
out by the Committee during the reporting – UK GAAP for micro and small entities 

year can be found in the Activity Report and matters arising from early 

pages 28 to 40. Work plans were agreed in implementation of new UK GAAP.

line with the FRC’s strategy and annual plan 
Amongst the other topics discussed by the 

and budget, and progress was monitored 
Committee were: the publication of reports 

against the plan. The Committee held an 
and discussion papers on UK corporate 

away-day to contribute to the development 
governance and stewardship; developments 

of the FRC’s 2016-19 strategy. 
in strategic and non-financial reports; risks 

On a regular basis, the Committee carried to quality of actuarial work; UK Board 

out risk management and horizon scanning succession planning and tiering for 

activity, including regular review of the Stewardship Code signatories. On the 

FRC’s risk register and received updates FRC’s role in influencing international 

on Financial Reporting Lab initiatives. standards and guidance, the Committee 
continued to monitor developments and 

The Committee reviewed and provide input to the IASB and the IAASB. 
recommended to the Board all draft codes 
and standards, taking into account the The Committee is responsible for 

advice of the respective Council. During the appointing Council members, for reviewing 

year, the Committee reviewed, developed the effectiveness of the Councils and their 

and recommended to the Board: working groups annually. 

– The Statement of Recommended Policy 
(SORP) in the light of the annual review 
of SORP-making bodies and exploring 
the expansion of the policy to matters 
beyond financial reporting. 

Work plans were 
agreed in line with  
the FRC’s strategy  

and annual plan and 
budget, and progress 
was monitored against 

the plan
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CONDUCT 
COMMITTEE REPORT
During the year the Committee approved 
the Conduct Executive’s work plan and 
monitored progress against plan. There 
was a particular focus on the impact of the 
ARD, notably the increased scope of Audit 
Quality Review (AQR) inspections, and in 
light of increased responsibilities, the need 
to drive further improvements in quality 
assessing and improving the effectiveness 
of the FRC’s Corporate Reporting Review 
(CRR) and AQR activities.

The Committee considered the outcome 
of an external review of the effectiveness 
of the FRC’s monitoring activities and 
reviewed implementation of the 
recommendations. The Committee 
approved the AQR Annual Report, AQR 
thematic reports, the CRR Annual Report, 
and amendments to the CRR Operating 
Procedures.

The Committee monitored progress 
against the agreed plan during the period. 
With regard to professional oversight, 
the Committee approved the work plan 
for 2015/16, monitored progress, and 
approved applications from the ICAEW 
and ICAS for RSB status under the Local 
Audit and Accountability Act 2014. The 
Committee considered the establishment 
of new MOUs and amendments to existing 
MOUs with professional bodies and 
other regulators.

In addition to reviewing progress 
on Professional Discipline cases, 
the Committee has various specific 
responsibilities under the Accountancy 
and Actuarial Schemes. Pursuant to 
these responsibilities, the Committee 
commenced four investigations and 
amended the scope of three cases. The 
Committee received Formal Complaints 
in relation to two matters and decisions to 
close investigations in seven matters and 
set and reviewed the budgets in all active 
disciplinary cases. The Committee also 
established an Enforcement Procedures 
Working Group to advise on the 
development of a new professional 
discipline framework under the ARD.

The Committee considered quarterly 
updates on complaints, supervisory 
inquiries and other matters on the radar. 
The Committee reviewed progress on 
cases under the Auditor Regulatory 
Sanctions Procedure and approved 
amendments to the Procedure. 

The Committee is responsible for 
appointments to the Financial Reporting 
Review Panel, the Case Management 
Committee and the Monitoring Committee 
(now the Audit Quality Review Committee).

More details of the work carried out by the 
Committee during the reporting year can 
be found in the Activity Report. 

The Committee 
considered quarterly 

updates on complaints, 
supervisory inquiries 
and other matters on 

the radar
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Whistleblowing to the FRC as 
a prescribed person – public 
interest disclosures

Whistleblowing is the term used when a 
worker passes on information concerning 
suspected or known wrongdoing by their 
employer (it is also known as ‘making a 
disclosure’). The Employment Rights Act 
1996, as amended by the Public Interest 
Disclosure Act 1998 provides the legal 
framework for protecting workers from 
harm if they blow the whistle. The purpose 
of a prescribed person is to provide 
workers with a way of whistleblowing to 
an independent body that may be able to 
act on those concerns. The FRC is a 
prescribed person and as such, individuals 
working outside the FRC, but in the 
accounting or actuarial professions, may 
get in touch with the FRC if they want to 
make a disclosure about their employer 
in relation to matters which are within the 
scope of the FRC’s regulatory duties. 
During 2015/16 the FRC received ten 
disclosures in its capacity as a 
prescribed person. 

In respect of the disclosures made,  
the following action was taken:

– one was referred to the FRC Audit 
Quality Review team to include within 
the relevant firm-wide inspection to 
ensure that the firm’s procedures comply
with ethical standards;

– one concerned matters that do not fall 
within the scope of the FRC’s regulatory 
duties and advice was given to contact 
the company’s internal compliance team;

– three were referred to the relevant 
accountancy professional body 
for action;

– three were reviewed by the FRC 
Corporate Reporting Review team 
in accordance with the Conduct 
Committee’s operating procedures 
for reviewing corporate reporting;

– two are still being considered for 
action in conjunction with other 
regulatory agencies.

The FRC’s Whistleblowing Policy can 
be found here.9 

Complaints about the FRC

From time to time complaints are directed 
against the FRC and these are dealt with 
in accordance with the policy set out on 
the FRC’s website.10 Where the FRC 
identifies it has made mistakes as a 
result of investigating complaints, it will 
acknowledge them and take any required 
appropriate action. 

During 2015/16, the FRC did not receive 
any complaints about the organisation or 
its staff. Over the next year, the FRC will 
look to add an independent layer to its 
process for dealing with complaints about 
the FRC and will report further on this in 
due course. 

 

During 2015/16 the 
FRC received ten 
disclosures in its 

capacity as a 
prescribed person 

9 https://www.frc.org.uk/
About-the-FRC/Making-a-
complaint-to-the-Financial-
Reporting-Coun/
Whistleblowing.aspx

10 https://www.frc.org.uk/
About-the-FRC/Making-a-
complaint-to-the-Financial-
Reporting-Coun/Making-a-
complaint-about-the-FRC.aspx
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DIRECTORS’ 
REMUNERATION 
REPORT
The remuneration of Non-Executive Directors, including 
the Chairman and Deputy Chairman is determined by  
the Board. The Board determines the remuneration of 
Non-Executive Directors by assessing the responsibility, 
workload and time commitment to the role and by 
calculating a daily rate of fees comparable to those  
paid by other regulators and in relation to comparable 
roles within the public sector. 

The fees detailed on page 63 were 
determined following the review undertaken
during the FRC reforms in 2012 and will be 
reviewed in June 2016. A Non-Executive 
Director who is the chairman of any 
Committee is not involved in any decision 
relating to their remuneration. The total 
remuneration and benefits received are 
shown at Table 4, that has been subject to 
audit (see also note 3 to the Financial 
Statements).

On behalf of the Board the Remuneration 
Committee determines the remuneration 
framework and policy for the FRC 
Chairman and the Executive Directors 
and recommends their total remuneration 
package for approval. 

The remuneration of the Executive Directors 
comprises the following components: 
salary, bonus of up to 20 per cent of annual 
salary, pension contributions of 10 per cent 
and other contractual benefits including 
private health and dental cover, death in 
service and permanent health insurance. 
Both salary review and bonus eligibility 
depend on Executive Directors achieving 
the necessary ratings for performance 
and ‘citizenship’ – living the FRC values. 

 
Executive Directors are required to achieve 
higher citizenship ratings to qualify for 
a bonus and higher performance and 
citizenship ratings than members of staff to 
achieve a salary review. The performance 
of Executive Directors is assessed against 
both individual and collective objectives. 
A quarter of each Executive Director’s 
bonus potential is assessed on the extent 
to which collective objectives have been 
achieved and that Executive Director’s 
contribution to the achievement.

The FRC Remuneration Committee agreed 
that where an Executive Director serves 
as a Non-Executive Director elsewhere 
the director may retain those earnings. 
Stephen Haddrill is a Non-Executive 
Director of the Royal Institute of Chartered 
Surveyors (RICs) Regulatory Board for 
which he receives an annual fee of 
£25,000. Melanie McLaren is a Non-
Executive Director of the UK Municipal 
Bonds Agency plc for which she receives 
an annual fee of £34,000. 

3 Governance 
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Table 3 – Non-Executive Director remuneration

Annual fees Annual fees 
2015/16 2015/14

Non-Executive Director – Chairman £120,000 £120,000

Non-Executive Director – Deputy Chairman £35,000 £35,000

Non-Executive Directors £25,000 £25,000

Non-Executive Director and Chairman of either the £5,000* £5,000*
Audit Committee or Remuneration Committee

Non-Executive Director and Chairman of the £90,000 £90,000
Conduct Committee

Non-Executive Director and Chairman of the £70,000 £70,000
Codes & Standards Committee

Non-Executive Director and Council Chairman £50,000** £50,000**

Non-Executive Director and Member of the £10,000* £10,000*
Conduct Committee or Codes & Standards 
Committee

*additional fees

**plus any supplemental fees determined by the Remuneration Committee for work falling 
outside a Chairman’s normal duties.

Executive Directors are 
required to achieve 
higher citizenship 

ratings to qualify for 
a bonus and higher 
performance and 

citizenship ratings than 
members of staff to 

achieve a salary review
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Table 4 – Remuneration of Non-Executive and Executive Directors

2015/16 2014/15

Non-Executive Directors
Fees/
salary Bonus Pension

General 
health 

Private 
medical/

dental Total Total

Sir Win Bischoff (from 1 May 2014) 120,000 120,000  110,000 

Baroness Hogg (to 30 April 2014)  –  10,000 

Gay Huey Evans (Deputy Chairman 
from 1 May 2014)  45,000  45,000  44,167 

Glen Moreno (to 31 April 2014) 1  –  

Mark Armour  25,000  25,000  25,000 

Sir Brian Bender  35,000  35,000  35,000 

Peter Chambers (to 30 April 2014)  –  2,917 

David Childs (from 1 May 2014)  90,000  90,000  82,500 

Elizabeth Corley 2  30,000  30,000  30,000 

Olivia Dickson  50,000  50,000  50,000 

Richard Fleck (to 1 July 2015) 3  –  7,500 

Nick Land  75,000  75,000  56,667 

Roger Marshall  85,000  85,000  85,000 

Keith Skeoch 4  35,000  35,000  35,000 

John Stewart (to 1 July 2015)  9,067  9,067  35,000 

Jim Sutcliffe (to 16 January 2015)  –  47,727 

Ray King (from 23 July 2015)  34,601  34,601  

John Coomber (from 23 July 2015)  24,095  24,095  

Sub-total  657,763  –  –  –  –  657,763  656,477 

Executive Directors  

Stephen Haddrill 5, 6  369,951  65,000  36,995  5,459  –  477,405  469,206 

Paul George 5, 6  305,973  40,527  30,020  4,237  2,317  383,074  370,663 

e McLaren 5, 6Melani  323,116  46,831  –  4,297  –  374,244  363,650 

Sub-total  999,040  152,358  67,015  13,992  2,317  1,234,722  1,203,518 

Grand total  1,656,803  152,358  67,015  13,992  2,317  1,892,485  1,859,995 

Where Directors were appointed during the year, the amounts shown are for the period from the date of their appointment. 

1 G len Moreno waived his fees from 1 December 2013.

2 F rom 1 April 2014 Elizabeth Corley waived her Remuneration Committee Chairman fees of £5,000 in favour of charity.

3 R ichard Fleck’s fees as shown are for the period up to the date of the end of his term as a Director and Chairman of the Conduct Committee. 
He continued to receive fees as Chairman of the FRRP, Chairman of the Monitoring Committee a member of the Conduct Committee until the end 
of the year. 

4 F rom 1 April 2012 Keith Skeoch waived his fees in favour of charity.

5 E xecutive Directors are entitled to receive pension contributions and other benefits. The figures shown are the cash equivalents of their full pay 
and benefits.

6 T he average salary and reward increases including the cash equivalent benefits were 2 per cent in 2015/16 for all staff including the executive 
Directors (2014/15: 2 per cent).

 Total Directors remuneration in 2015/16 amounted to 10.8 per cent of total Company remuneration, including secondees (2014/15: 11.5 per cent).
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