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FRC’S OVERSIGHT 
RESPONSIBILITIES

This Appendix reports on:

(i)  the FRC’s statutory oversight of the regulation of 
auditors by recognised professional bodies in 
2015/16

(ii) the FRC’s statutory oversight of local audit

(iii)  the FRC’s statutory responsibilities as the 
Independent Supervisor of Auditors General;

 (iv)  the FRC’s oversight responsibilities for the regulation 
of Third Country Auditors

(v) the FRC’s other oversight responsibilities

(i) The FRC’s statutory oversight of the 
regulation of auditors by recognised 
professional bodies in 2015/16. 

1. SUMMARY

1.1. Our conclusions from our work in 2015/16 are positive 
and much of the regulatory practice we see continues 
to be of a high standard. Our conclusions should be 
seen in the context that all the recognised bodies devote 
substantial resources to their regulatory responsibilities 
and are open to making improvements to their processes. 
Where weaknesses are found the bodies often take action 
without waiting for us to make recommendations in our 
reports. We confirm that we have continued to receive a 
high level of cooperation from the bodies.

1.2. We follow a risk-based approach to determine both 
the regulatory elements we should address in a particular 
year and our relative monitoring effort at the different 
bodies. Our approach is based on our assessment of 
the inherent risks of the main regulatory activities and the 

length of time since we reviewed each activity. In 2015/16 
our focus at the Recognised Supervisory Bodies (RSBs) 
was audit monitoring, continuing professional development 
(CPD) monitoring and the follow up of actions taken by 
the bodies in response to our previous recommendations. 
At the Recognised Qualifying Bodies (RQBs) our focus was 
on student training records and the monitoring of approved 
training offices. Accordingly we may not identify all errors 
and weaknesses in each body’s systems and procedures 
for audit regulation.

1.3. Against this background, our principal 
conclusions are:

– We see no reason at present to withdraw recognition 
from any recognised body.

– Staff at the bodies carry out audit monitoring 
competently, and in compliance with each body’s 
regulations and procedures. However, audit quality 
remains an issue for a substantial minority of firms and 
there continues to be work for the bodies to do to assist 
and encourage firms to improve and to ensure that their 
principals and staff complete the CPD needed to deal 
adequately with audit and financial reporting changes. 

– The training of students is a fast-moving competitive 
environment where the bodies continue to make 
changes in how they train and examine their students 
and set their syllabus. Our main concern from our 
2015/16 RQB monitoring work is in relation to the 
difficulties encountered by the bodies in ensuring 
that both students and their employers record and 
review their practical audit work experience promptly 
and accurately.

– Overall the bodies have responded positively to 
recommendations made in our previous reports. 
However, some recommendations involve change over 
the longer term and in such cases we have sometime 
found that progress in making these changes is slower 
than we would have hoped.
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INTRODUCTION: MONITORING OF RECOGNISED 
SUPERVISORY BODIES AND RECOGNISED 
QUALIFYING BODIES

1.4. Section 1252(10) of, and paragraph 10(3) of Schedule 
13 to, the Companies Act 2006 (the Act), requires the FRC 
to report once in each calendar year to the Secretary of 
State on the discharge of the powers and responsibilities 
delegated to the FRC under sections 1252 and 1253 of 
the Companies Act 2006. In essence these responsibilities 
are to oversee the regulation of statutory auditors by 
Recognised Supervisory Bodies (RSBs) and the award of 
the statutory audit qualification by Recognised Qualifying 
Bodies (RQBs). 

1.5. The FRC has the following graduated range of 
enforcement powers: 

– To direct an RSB or RQB to take specific steps to meet 
its statutory obligations.

– To seek a High Court order requiring the RQB or RSB 
to take specific steps to secure compliance with a 
statutory obligation.

– To impose a financial penalty on an RSB or RQB where 
it has not met a requirement or obligation on it.

– To revoke the recognition of the RSB or RQB, following 
due process, where it appears to us that a body has 
failed to meet an obligation under the Act.

1.6. These powers enable us to address both serious and 
lesser failures by the recognised bodies and we consider 
that knowledge of the existence of these powers in itself 
further encourages timely responses by RSBs and RQBs 
to our recommendations.

1.7. Audit firms that wish to be appointed as a statutory 
auditor in the UK must be registered with, and supervised 
by, a Recognised Supervisory Body (RSB). Individuals 
responsible for audit at registered firms must hold an audit 
qualification from a Recognised Qualifying Body (RQB). 

1.8. The following are both RSBs and RQBs:

– Association of Chartered Certified Accountants (ACCA) 

– Institute of Chartered Accountants in England and 
Wales (ICAEW)

– Chartered Accountants Ireland (CAI)1 

– Institute of Chartered Accountants of Scotland (ICAS)

1.9. In addition2:

– Association of Authorised Public Accountants (AAPA) 
is an RSB3

– Association of International Accountants (AIA) is an RQB

– There is a separate regime for local audit and local audit 
RSBs and RQBs are discussed in Section 2 below. 

1.10. We exercised oversight primarily by:

– Documenting and understanding how each body meets 
all the statutory requirements for continued recognition 
including information on how it complies with relevant 
legislation, and making recommendations;

– Annual compliance testing of the way in which each 
body’s regulatory systems operate in practice, and 
making recommendations; 

– Evaluating the effectiveness of specific aspects of the 
regulatory system across all the bodies;

– Review and discussion of the information in returns 
and regulatory plans submitted by the bodies;

– Keeping in regular contact with each body in order 
to discuss current issues and trends and future 
developments, for example proposed changes to 
a body’s bye-laws or rules. 

2015/16 OVERSIGHT AND MONITORING

1.11. We carried out annual monitoring visits to each RSB 
in 2015/16. This was our twelfth annual cycle of monitoring. 
We follow a risk-based approach to determine both the 
regulatory elements we should address in a particular year 
and our relative monitoring effort at the different bodies. 
The objective of these visits is to test how the RSBs have 
applied regulatory requirements in practice in one or more 
specific areas.

1.12. Most visits involve two staff members with the time 
required on site varying according to the level of activity 
at each body in the area under review. This is typically 
around five days. During our visits we also reviewed the 
bodies’ responses to recommendations made in prior 

1   The Chartered Accountants Regulatory Board (CARB) carries out 
all the functions o f the CAI as an RSB, in accordance with the CAI 
Bye-laws.

2 T he Chartered Institute of Public Finance and Accountancy (CIPFA) 
was recognised as an RQB in 2005, subject to conditions, but did 
not at that time develop fully the examinations and arrangements 
for practical training needed for the award of the statutory auditor 
qualification. CIPFA’s RQB status is therefore in abeyance and we 
did not carry out a monitoring visit in relation to statutory audit in 
2015/16. Please see Section 2 for CIPFA’s RQB status in relation 
to local audit.

3 T he AAPA, which was formed in 1978 to represent auditors 
individually authorised by the then DTI, was recognised as an RSB 
in 1991 following the Companies Act 1989. It became a subsidiary 
of the ACCA in 1996, since when its members have been supervised 
by the ACCA. We therefore reviewed the AAPA’s regulatory 
responsibilities as part of our review of the ACCA. The AAPA had 
22 firms registered as statutory auditors, as at 31 December 2015.
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years and carried out testing to confirm that the changes 
that had been made by the bodies were effective in 
addressing the issues we had raised in our previous 
reports. The time and resource applied to our visits to 
the RQBs follows a similar approach. 

1.13. A member of FRC professional oversight staff also 
accompanied inspection staff from each of the bodies to 
observe how the bodies carry out audit monitoring visits 
to registered audit firms and approved training offices. 
We found this helpful in gaining a better understanding 
of how the bodies carry out these functions before we 
reviewed a sample of visit reports.

1.14. At monitoring visits to ACCA and CAI we worked 
jointly with staff from the Irish Auditing and Accounting 
Supervisory Authority (IAASA). The RSBs are also 
Recognised Accountancy Bodies in Ireland and IAASA’s 
objectives include supervision of the regulatory functions 
of these bodies. We consider that this approach of joint 
visits demonstrates “Better Regulation” and allows both 
regulators to gather evidence from a larger sample of items 
than would otherwise be the case whilst reducing the time 
required by the bodies to liaise with different regulators.

1.15. As discussed below at paragraph 1.28-1.30 the FRC 
considers complaints it receives about how a body has 
handled complaints about its members. This work helps 
to inform us about how the complaints processes at the 
bodies are working and may alert us to issues or individual 
cases that merit further enquiry during our 
monitoring visits. 

1.16. We plan our work prior to each visit in accordance 
with our oversight plan and based on our existing 
knowledge of the body and of any significant regulatory 
developments since the previous year. We request 
information from the body before our visit to allow us to 
select a sample of items for testing on site. Following the 
on-site work we send the findings from our monitoring 
visits to each body for comment. Once the body has 
agreed the factual accuracy of the findings we prepare 
a private report to the body which may include 
recommendations. We require the bodies to send us their 
response to our recommendations including the actions 
they will take. At subsequent visits we review the progress 
made by the bodies in responding to our previous 
recommendations and close any recommendations where 
we consider that the body’s actions have now resolved the 
issue that we raised.

1.17. We also reviewed and approved 13 reports in 
2015/16 of inspections of smaller auditors of public 
interest entities undertaken by the RSBs. This was in 

support of our responsibilities to approve the inspection 
methodologies and the assignment of inspectors to 
undertake this work; and review the RSB’s inspection 
reports on each firm.

1.18. We need good information to carry out this role. 
Each RSB and RQB provides an annual regulatory report 
which includes statistical information on their regulatory 
activities during the previous year. Each body has also 
provided us since 2012 with an annual Regulatory Plan, 
covering both RQB and RSB requirements. The Regulator
Plans are broad forward-looking documents that discuss 
all significant work that the bodies have in progress. 
Although it is not our role to formally approve changes to 
a body’s bye-laws or regulations we are frequently given 
notice of such proposals by the bodies and offered the 
opportunity to provide our comments.

1.19. In addition we hold regular meetings with senior staf
at the bodies to discuss current issues along with their 
key risks and future plans. We also discuss the findings 
and recommendations arising from our monitoring work. 
Each body is expected to inform us of urgent or emerging
significant issues relevant to their role as a RSB/RQB as 
soon as they arise, with a view to ensuring that our views 
are taken fully into account before decisions are taken. 
We consider that the bodies have kept us adequately 
informed in 2015/16.

1.20. We focused our 2015/16 RSB visits on the 
following areas:

– The processes and practice in respect of audit 
monitoring. Each body has a team of inspectors who 
carry out monitoring visits to their audit registered firms.
The overall purpose of the visits is to ensure that audits 
comply with professional standards and meet the 
requirements of each body’s audit regulations. Visits 
may also provide assistance to firms by assessing the 
effectiveness of remedial actions where necessary. 
Each registered audit firm must be inspected at least 
once every six years. Firms with listed clients or clients 
falling within the scope of the FRC’s Audit Quality 
Review Team (AQR Team) are subject to visits every 
three years. We reviewed a sample of files for visits 
closed in 2015. The sample selection focused on 
the audit work of the larger audit firms and of audits 
that approach the boundary between the RSB’s 
responsibilities and those of the AQR Team and on 
firms with a poor regulatory history.

– The processes and practice in respect of continuing 
professional development (CPD), and in particular the 
CPD of those members carrying out statutory audit 
work. We selected a sample of members whose CPD 

y 
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had been monitored by their body to confirm that any 
follow-up actions are appropriate.

– The progress made by the bodies in implementing 
our recommendations made in prior years. 

We report on this work at paragraphs 1.22–1.27 below.

1.21. We focused our 2015/16 RQB monitoring visits 
on the following areas:

– The processes and practice in respect of student 
practical training records. There are specific 
requirements regarding the number of weeks of 
appropriately supervised work experience that students 
must spend doing statutory audit work and other audit 
work of a kind similar to statutory audit work in order to 
obtain the audit qualification. We reviewed a sample of 
practical training records to see the quality of the entries 
made by students, the frequency of the monitoring of 
the entries by firms and the nature and effectiveness 
of any quality control function carried out by the bodies 
before they approve the training record.

– The processes and practices in respect of approval 
of training offices. It is important that firms that train 
students take their responsibilities seriously and that 
employers are open with their students about the 
amount of audit work experience that a firm 
can provide.

– The progress made by the bodies in implementing 
our recommendations made in prior years. We also 
continued some work on a thematic review across all 
the RQBs focusing on the practical training of statutory 
auditors. This work is not yet complete. We report 
on our RQB monitoring work at paragraphs 1.31–1.41 
and progress on the thematic review at paragraphs 
1.42–1.44.

RESULTS OF 2015/16 RSB MONITORING –  
MAIN POINTS

1.22. Where appropriate we refer in this report to the 
individual bodies to which findings and recommendations 
apply. However, we invite all the bodies to consider the 
relevance of our findings to their situation. We also look 
carefully at the manner and speed with which individual 
bodies have responded to our previous recommendations. 
Whilst we report separately on the results of our RSB and 
RQB monitoring it is important to bear in mind that there 
are linkages between both areas.

1.23. All the bodies devote substantial resources to their 
regulatory responsibilities. We continue to see much 
regulatory practice of a high standard. We have made 
fewer recommendations across the bodies in 2015/16 

because either we considered a finding to be an isolated 
instance or because a body had already acted or changed 
its processes to deal with the issue found. Where we do 
make recommendations these are aimed at encouraging 
the bodies to adopt best practice or to raise standards 
rather than to correct major failings. In more complex 
areas, it may take longer for a body to take action and 
change takes place over a number of years. We give 
particular focus to those areas where we have felt it 
necessary to make repeated recommendations over 
several years and where action from a body has been 
slower than we have expected. 

1.24. The main points, from our 2015/16 RSB monitoring 
work in relation to each body are as follows: 

ICAEW 

– We found that the audit monitoring work we reviewed 
had been completed, documented and reviewed to 
a good standard and that issues we had raised in 
previous years have now been addressed. In particular 
the work packs showed that all points identified in 
the file reviews had been disposed of either through 
discussion with the firm or included in the closing 
meeting notes. We also found that reviewers had 
provided sufficient explanation of the client files and of 
the sections within these files they selected for review. 
In that overall context we consider that the small 
number of points where documentation might be 
improved are minor weaknesses. 

– Our review also covered a sample of inspections carried 
out by ICAEW to recognised auditors in the Crown 
Dependencies. Recognised auditors are auditors who 
audit market traded companies incorporated in a Crown 
Dependency and these firms are in many cases also 
registered auditors in the UK. We found that these visits 
had been carried out in compliance with ICAEW’s audit 
monitoring procedures. 

– ICAEW has introduced a procedure whereby follow-up 
telephone calls are made to firms by reviewers between 
the in-person on-site monitoring visits. The purpose 
of the calls is to check with firms that there are no 
circumstances suggesting that a further monitoring visit 
may be required urgently. We consider that these calls 
are a useful tool in improving audit quality.

– We reviewed ICAEW’s procedures for monitoring the 
CPD of a sample of its members. We found some cases 
where ICAEW had not followed-up promptly those 
members sampled who did not submit their CPD 
records in a timely manner. There were some other 
cases where we found it difficult to follow the reviewer’s 
conclusions. We were pleased to find that since our 
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visit, ICAEW has increased the staff resources engaged 
in CPD reviews. 

ACCA

– ACCA’s processes and procedures for the award of 
its practising certificate with audit (PCAQ) were subject 
to an external review in 2014. We visited ACCA in 2015 
in order to obtain evidence that ACCA had taken 
steps to address satisfactorily the recommendations 
in the review report and in our private reports in prior 
years. We were pleased to find that all the review 
recommendations have now been implemented and 
that as a result our previous recommendations could 
also be closed.

– We also carried out a joint review with IAASA of ACCA’s 
process for the licensing of auditors covering both 
individuals and firms. Whilst generally positive, the 
report makes a number of recommendations directed 
towards enhancing the processes for assessing 
applications. These include matters such as staff 
training, the design and completion of training records 
and greater consistency in how applications are 
reviewed and how such review is documented. 

– ACCA reviews the CPD records of a sample of its 
members each year. From ACCA’s 2014 sample we 
selected our own sample of members holding a PCAQ. 
We considered the level of audit-related CPD, whether 
the reflective narrative completed by members 
demonstrated the sufficiency and relevance of their CPD
activities and whether ACCA’s follow-up action was 
appropriate in cases of non-compliance. Whilst we 
consider that ACCA’s monitoring is effective in regulating
the CPD activity of its members we have made 
recommendations that communications with members 
should be clearer about the consequences of non-
compliance with the CPD requirements and that there 
should be a minimum level of verifiable audit-related 
CPD for those members working in audit. 

– The focus of our work on audit monitoring was on the 
effectiveness of ACCA’s approach to ensuring that firms 
take effective remedial action in cases where there has 
been an adverse visit outcome. We had previously 
asked ACCA to undertake a number of pilot studies 
intended to identify measures that are effective in 
improving the quality of a firm’s audit work but 
unfortunately these did not provide any conclusive 
results. The main component of ACCA’s approach to 
improving audit quality is to require firms to prepare 
action plans that set out the steps they will take and the 
timescales. In previous years we found that some of the 
action plans we reviewed did not provide a sufficiently 
detailed commitment from firms to make the changes 

required. This is an area where inspectors reach 
judgements about firms’ attitude and motivation to 
improve based on the outcome of monitoring visits. 
ACCA has now introduced a revised action plan 
template that addresses these points and we found that 
the actions plans we reviewed this year had improved. 
Nevertheless it will take a number of years for ACCA 
to be able to conclude whether the revised action 
plans have been effective in improving audit quality. 
Accordingly we think it will be beneficial for ACCA to 
further develop its analysis of a firm’s visit history so that 
it can assess whether a firm’s action plans have been 
effective or whether a firm is persistently poor.

ICAS 

– We reviewed how ICAS monitors its members’ 
compliance with the CPD requirements. The CPD of RIs 
and other audit staff is reviewed during audit monitoring 
visits. Until the end of 2015 ICAS provided an accredited 
employer scheme for CPD which included some major 
employers both in public practice and in business. 
This scheme is no longer available. Given the closure 
of the scheme we focused our CPD review on ICAS’s 
monitoring of individual members which is based on 
its review of a sample of members and on its audit 
monitoring. We were able to confirm that the quality of 
information provided by members was of an acceptable 
standard and complied with ICAS requirements.

– Our review of audit monitoring at ICAS focused on firms 
where the inspection is delegated to ICAS from the AQR 
Team and on firms with a poor audit monitoring history. 
ICAS’s audit monitoring processes are manual rather 
than automated and accordingly the comprehensive 
tracking of points from the visit findings to the closing 
meeting notes is key to the effective working of these 
processes. We found that the audit monitoring work 
had been completed, documented and reviewed to 
a good standard.

CAI

– We carried out a joint review with IAASA of CAI’s 
process for the licensing of auditors. The review covered 
both the award of the audit qualification by CAI’s 
Education and Training Department and the registration 
of audit firms and the approval of RIs by the Chartered 
Accountants Regulatory Board (CARB) which is the 
regulatory arm of Chartered Accountants Ireland. The 
review report highlights that all the staff involved in these 
processes have a good understanding of the legislative 
framework and of the issues that may impact on a 
member’s eligibility for appointment as a statutory 
auditor. However the report also identified a number of 
areas of current performance where there is scope for 
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improvement. These areas include the follow-up by staff 
of conditions placed on registration of individuals or 
firms, referrals of cases to committee for decision, the 
completion of checklists and other documentation and 
assessment of applicants’ CPD. Some of these matters 
will be addressed when CAI’s IT systems are upgraded 
during 2016. 

– During 2015 CARB completed 244 audit monitoring 
visits in order to meet its objective of visiting all Irish 
registered firms within a six year period by May 2016 
as required by the Audit Directive. It expects to achieve 
this. We reviewed a sample of audit monitoring visits 
focusing on visits to the Big 4 firms and on firms with a 
record of good quality audit work. Given the substantial 
number of audit monitoring that had been completed 
we were pleased to find that the standard of the reviews 
had been maintained. The visit statistics indicate a larger 
proportion of audit firms visited where the quality of the 
audit work was unsatisfactory than at some other RSBs. 
This is due, at least in part, to the long period between 
monitoring visits to some smaller firms. In our view it is 
important that CARB takes prompt and effective action 
to require such firms to improve their audit work or that 
they cease to be audit registered. We also reviewed 
the process for reviewing the CPD of RIs during audit 
monitoring visits. This was satisfactory but the 
procedures will in future need to take into account IES 8.

Other Issues 

1.25. We report below on other regulatory issues that 
relate across all the RSBs: 

Audit quality

1.26. We held a meeting of the bodies in June 2015 to 
discuss the outcomes of the three-year plans for raising 
audit quality first developed in 2010/11. We discussed what 
measures had worked well and where further improvement 
was required. The bodies agreed to continue and develop 
the actions already implemented but felt that there was 
no additional benefit in setting this commitment within the 
more formal context of a new action plan. The meeting 
allowed the bodies to share examples of best practice and 
successful initiatives. We encourage the bodies to continue 
to share information about the outcome of the measures 
they have taken to improve audit quality. We will assess 
the effectiveness of the actions taken by the bodies during 
our monitoring visits.

International Education Standard (IES) 8 (revised)

1.27. The revised standard focuses on the professional 
competencies required for engagement partners who have 
responsibility for audits of financial statements. There are 

two main areas to consider: demonstration of compliance 
at the point when a body registers a Responsible Individual 
(RI) for audit purposes and the monitoring of on-going 
compliance by the RI. Our meeting with the bodies in 
June 2015 discussed their views on the revised standard, 
their planned approach to implementation and the 
implications for FRC’s Professional Oversight and AQR 
Team. The bodies agreed to keep the FRC informed of their 
implementation plans and we will ask to see evidence that 
implementation has occurred during future monitoring visits.

Complaints 

1.28. Schedule 10 of the Companies Act 2006 sets out 
the requirements all RSBs must meet relating to 
complaints and discipline, including:

– The RSB must have effective arrangements for the 
investigation of complaints against (a) persons who are 
eligible under its rules for appointment as a statutory 
auditor; and (b) the RSB in respect of matters arising 
out of its functions as a supervisory body.

1.29. As part of its non-statutory oversight role the FRC 
considers complaints about the way in which the six 
“chartered” accountancy bodies have handled individual 
complaints about their members. During the year we 
conducted a small number of reviews of the handling 
of particular complaints by professional bodies. These 
reviews did not indicate any systemic issues with the 
complaints process at any of the bodies about which 
we received complaints and also provide some additional 
confirmation that the bodies meet the statutory 
requirement to have effective arrangements for the 
investigation of complaints. However we did identify a 
small number of cases where the body’s own processes 
either had not worked as well as they should have done or 
where we considered that existing policies and procedures 
could be improved in order to work more effectively, and 
have made recommendations to the bodies concerned.

1.30. Throughout 2015/16 we continued to meet regularly 
with the ICAEW (which regulates most of the largest audit 
firms) to discuss how best to handle cases which come 
close to the threshold for referral to the FRC. 

MAIN ISSUES IDENTIFIED AT THE RECOGNISED 
QUALIFYING BODIES (RQBS) 

1.31. We carried out more RQB monitoring in 2015/16 
than in the previous year when we limited our work 
to a follow-up review of the actions taken in response 
to previous recommendations. This was because we 
considered that the regulatory risks in this area had 
increased due to the number of changes made or in 
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progress. The main points from our 2015/16 RQB 
monitoring work in relation to each body are as follows: 

ICAEW

1.32. Our review of the monitoring of Approved Training 
Employers (ATEs) found that the visit reports prepared 
by Training Managers were of an acceptable standard. 
We found some minor deficiencies relating to completion 
of report documentation and other related matters. The 
process for the withdrawal of ATE status from a firm also 
requires to be clearer. We are pleased that ICAEW has 
re-introduced a process of consistency checking of visit 
reports across the team with findings being discussed 
at team meetings.

1.33. We reviewed a sample of on-line training records 
of students that had recorded some audit experience. 
In most cases we found that the quality of the information 
provided by students was of an adequate standard. 
However there were also cases where the quality was 
poor and where the training record had not been regularly 
reviewed by the employer and appropriate feedback had 
not been provided to the student. A proportion of students 
do not record any audit experience on their record. 
It is difficult to establish whether these are students not 
keeping their training records up to date or whether some 
individuals deliberately do not record any audit experience 
because they do not intend to pursue a career in audit.

ACCA

1.34. In 2015 we again reviewed progress in implementing 
our recommendations on the award of exemptions to 
students by the ACCA. We selected a sample of 50 cases 
from UK students granted five or more exemptions since 
September 2014. We found two cases where the students 
had not been given the correct exemptions. Whilst there 
has been a reduction in the error rate compared with 
previous years we were disappointed to find evidence that 
a proportion of the more complex exemption applications 
still continue to be processed incorrectly.

1.35. ACCA has built a considerable number of checks 
into its processes for granting exemptions and has made 
a number of procedural changes to improve its exemptions 
assessment process. At the time of our visit it was not yet 
possible for us to assess how far the more recent changes 
are being successful in bringing improvements in error 
rates. We wish to see ACCA sustain a negligible level of 
processing errors over a long period and we consider this 
is an area of high priority for ACCA in 2016.

1.36. We reviewed a sample of pre-membership practical 
experience records (PER). Whilst some records had been 

completed by students in a detailed, original and well-
thought out way, others were less good. ACCA relies 
on experienced work-place mentors to assess and sign-off 
student achievements. In some cases mentors sign off 
records without questioning the lack of detail on the basis 
that they already know the scope of a student’s work. 

ICAS

1.37. We made a recommendation to encourage better 
completion of documentation authorising the approval 
of training offices. ICAS requires students to record their 
practical experience and attainment of competencies in an 
Achievement Log. We found that the quality of information 
provided by students was good and complied with ICAS’s 
requirements. However this was only after each 
Achievement Log had been reviewed at least once, and 
often more than once by qualified ICAS staff and students 
and employers had made the changes and documented 
additional experience to meet ICAS’s requirements.

CAI 

1.38. In previous years we have made a number of 
recommendations directed at improving the way in which 
audit experience is recorded in CAI’s ‘CA Diary’ system. 
CAI will make improvements to the CA Diary system as 
part of its project to replace its IT systems. The new 
systems are expected to be implemented in mid-2016. We 
continue to emphasise to CAI that we attach considerable 
importance to the successful and timely implementation of 
this project and that regulatory requirements must be met.

1.39. We found some examples where students had 
used the CA Diary system well. As is the case with other 
RQBs we also found examples where the system had not 
operated properly because of issues such as late sign-off 
by student mentors, poor quality of mentor comments 
and competencies claimed by students that were not 
adequately supported by the accompanying narrative 
in the CA Diary. 

1.40. We also reviewed sample of reports of visits to 
recognised training offices. We consider that this system 
works effectively although in our view its operation is overly 
dependent on one person. We have made suggestions 
to improve some aspects of this process. 

AIA

1.41. Our visits included a monitoring visit in 2016 to the 
AIA. The objectives of the visit were to assess the AIA’s 
progress in implementing the recommendations made in 
the 2013 external review of AIA’s Recognised Professional 
Qualification and the recommendations from our 2015 
monitoring visit. Our visit confirmed that AIA continues 
to meet the requirements for a RQB. 
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THEMATIC REVIEW OF PRACTICAL TRAINING 
OF AUDITORS

1.42. We issued our initial report which discusses the 
findings of our review to the RQBs in February 2016. 
Our review assessed whether the existing interpretations of 
the Companies Act requirements regarding practical work 
experience remain sufficient to provide an adequate base 
of knowledge and skills on which newly qualified members 
may build as they progress to becoming a statutory auditor.

1.43. We have received responses from the RQBs to 
some questions in the report about the areas where we 
believe that the existing framework should be modified 
and updated. These include the views of the RQBs on 
the costs and benefits of the proposals and the practical 
issues that might be encountered on implementation.

1.44. We are currently evaluating the responses and we 
expect that our next steps will be further discussions with 
both the RQBs and with training firms in order to reach a 
consensus on which proposals should be implemented, 
in what way and on what timescale. We will also wish 
to ensure that any agreed changes are consistent with 
the current working-practices in audit of firms and take 
into account other recent developments such as the 
competencies included in the revised IES8 and the 
research by ICAS and the FRC into the skills required 
for the audits of the future. 

MUTUAL RECOGNITION OF AUDIT QUALIFICATIONS

1.45. The qualifications of the Canadian Institute of 
Chartered Accountants and the Institute of Chartered 
Accountants in Australia are approved third country 
qualifications under Section 1221 of the Companies Act 
2006. The Canadian Institute has since merged with 
other bodies in Canada and the Institute of Chartered 
Accountants in Australia and the Institute of Chartered 
Accountants of New Zealand have also merged.

1.46. It is our intention to undertake a review of the 
qualifications of the successor bodies for the purpose 
of designating their new qualifications as approved third 
country qualifications, provided the conditions of Section 
1221 relating to equivalence and mutual recognition have 
been met. We have held some preliminary discussions 
with the RQBs regarding how we might carry out these 
reviews which will involve a detailed assessment of the 
new qualifications. 

1.47. Currently student work experience gained on 
the audit of market traded companies in the Crown 
Dependencies may count towards the practical training 
requirements for a UK audit qualification provided that 
such experience is supervised by a UK Responsible 

Individual and gained within an approved training firm 
which is a UK or EU registered auditor. There are some 
concerns in the Isle of Man that the limited availability of 
such audit experience may make it increasingly difficult 
for individuals to gain a UK audit qualification. We are 
therefore considering proposals put forward by one of the 
RQBs whereby Isle of Man audit firms may elect to carry 
out audit work in full compliance with UK legislation and 
Standards. This work experience would then be eligible 
to count towards the practical training requirements for 
the UK audit qualification.

(ii) Report on the FRC’s statutory oversight 
of local audit

2. LOCAL AUDIT AND ACCOUNTABILITY ACT 2014

2.1 The Local Audit and Accountability Act (LAAA) 
abolished the Audit Commission on 31 March 2015 and 
brought into effect a new transitional body, the Public 
Sector Audit Appointments Company (PSAA). The PSAA 
will manage local audit contracts until December 2017 
when the transitional regime will end. The new 
arrangements for the regulation in England of the auditors 
of the accounts of local authorities and some other public 
bodies are being implemented progressively. We expect 
that the first audits to be inspected by the FRC under the 
new structure will be in relation to accounts for the financial 
year ending 31 March 2017.

2.2 The LAAA delegated three specific responsibilities 
to the FRC; to issue guidance on the recognition of 
individuals as key audit partners; to issue regulations for 
the keeping of the register of Local Auditors; and to issue 
regulations for local audit firms on the requirement to 
publish transparency reports. Following approval by the 
Board these were published in May 2015.

2.3 The FRC approved the Institute of Chartered 
Accountants of Scotland (ICAS) and the Institute of 
Chartered Accountants in England and Wales (ICAEW) 
as recognised supervisory bodies for the new local audit 
regime which commenced on 1 April 2016 following a 
review of their policies and procedures to ensure these 
were consistent with the requirements of the LAAA. 
Both bodies have now approved a number of firms as 
local audit firms ahead of new contracts for local audits 
being put out to tender towards the end of 2016.

2.4 The Association of Chartered Certified Accountants 
(ACCA) has also indicated that it may be interested in 
applying to be recognised as a RSB for local audit.
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2.5 CIPFA, which was approved as a Recognised 
Qualifying Body in relation to local audit in 2014 has 
enrolled a number of students on both its local audit 
qualification and a new joint qualification (developed with 
ICAS). The joint qualification provides students with both 
the recognised professional qualification for statutory 
Companies Act audits and local audit. CIPFA has also 
approved Grant Thornton as an authorised training office 
for local audit students. 

2.6 We continue to work closely with the Department for 
Communities and Local Government and other interested 
parties to develop the detailed regulatory arrangements 
for a smooth transition to the new structure.

(iii) Report of the Independent Supervisor 
of Auditors General 

3. INTRODUCTION

3.1. The Statutory Auditors (Amendment of Companies 
Act 2006 and Delegation of Functions etc.) Order 2012 
names the FRC as the Independent Supervisor of the 
Comptroller and Auditor General (C&AG) and the other 
Auditors General, in respect of their work as statutory 
auditors of companies under the Companies Act 2006 
(2006 Act). 

3.2. Section 1228 of the 2006 Act requires the 
Independent Supervisor to report on the discharge of its 
responsibilities at least once in each calendar year to the 
Secretary of State, the First Minister of Scotland, the First 
Minister and the Deputy First Minister in Northern Ireland, 
and to the First Minister for Wales. This report meets the 
statutory reporting requirements.

3.3. The Comptroller and Auditor General (C&AG) and 
the other Auditors General are eligible for appointment as 
the statutory auditors of companies under the 2006 Act, 
subject to meeting certain conditions.

3.4. One of those conditions is that an Auditor General is 
subject to oversight and monitoring by an “Independent 
Supervisor” in respect of statutory audit work. To date only 
the C&AG has entered into the necessary arrangements 
with the FRC and undertakes statutory audits under the 
2006 Act. The year to 31 March 2015 was the seventh year 
in respect of which staff at the National Audit Office (NAO) 
undertook statutory audit work, auditing the accounts 
of 24 companies. This is a minor part of the NAO’s work 
but enables the NAO to undertake the statutory audit of 
companies that are owned by Government Departments 
and other public bodies whose financial statements it 
audits. The responsibilities of the Independent Supervisor 
do not extend to the other work of the C&AG.

4. SUPERVISION ARRANGEMENTS 

4.1. Section 1229 of the 2006 Act requires the 
Independent Supervisor to establish supervision 
arrangements with any Auditor General who wishes 
to undertake statutory audit work, for:

– Determining the ethical and technical standards to be 
applied by an Auditor General;

– Monitoring the performance of statutory Companies Act 
audits carried out by an Auditor General; and

– Investigating and taking disciplinary action in relation to 
any matter arising from the performance of a statutory 
audit by an Auditor General.

4.2. These supervision arrangements are set out in 
a Statement of Arrangements and Memorandum of 
Understanding (MOU) between the FRC and the C&AG, 
and include a requirement for the monitoring of the 
C&AG’s statutory audit work by the FRC’s Audit Quality 
Review (AQR) team, on behalf of the Independent 
Supervisor.

5. REPORTING REQUIREMENTS

5.1. We report below in accordance with the requirements 
of Part 4 Appointment of the Independent Supervisor, 
Article 19 (a) to (e), Article 20 and Article 21 of SI 2012/1741 
Statutory Auditors (Amendments of Companies Act 2006 
and Delegation of Functions etc.) Order 2012 which came 
into force on 2 July 2012.

(a) Discharge of Supervision Function 

5.2. The supervision arrangements require that the  
C&AG and relevant NAO staff follow technical and ethical 
standards prescribed by the FRC when conducting 
statutory audits and sets out the investigation and 
disciplinary procedures that would apply were there a 
need to discipline the C&AG in his capacity as a statutory 
auditor. The relevant standards are those set by the FRC 
for auditors generally.

5.3. We meet periodically with senior staff responsible 
for the audit practice of the NAO on behalf of the C&AG. 
We have familiarised ourselves with the NAO procedures 
to discharge these responsibilities and keep abreast of 
any changes.

(b) Compliance by Auditors General with duties under 
2006 Act

5.4. As noted above, to date only the C&AG has 
undertaken statutory audits, all of which have been 
of companies within the public sector.

5.5. The AQR inspection in 2015/16 of the C&AG’s 
statutory audit work comprised:
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– Updating its understanding of the processes, policies 
and procedures supporting audit quality that applied 
to these audits; and

– Reviewing the performance of two of the 26 statutory 
audits carried out by NAO staff in respect of financial 
periods ended on 31 March 2015.

5.6. Progress has been made in addressing the prior year 
inspection findings. There are areas where further action 
is required, however to date none of these findings is in 
respect of Companies Act entities.

5.7. The audits reviewed have increased in size and 
complexity year on year and the nature and number of our 
findings continue to reflect this; areas in which issues were 
identified this year included group audits, valuation of 
investments and consideration of independence. However, 
we did not consider any issues raised on either audit to 
be significant.

5.8. On the basis of the findings of the AQR, and subject 
to the NAO’s action plan to deal with those findings, in our 
view the NAO has policies and procedures in place that 
are generally appropriate to the conduct of its Companies 
Act statutory audits.

5.9. We found no evidence that any Auditor General was 
in breach of duties under the 2006 act.

(c) Notification by Auditors General under Section 1232 
of the 2006 Act

5.10. No Auditor General was required to notify the 
Independent Supervisor of any other information under 
Section 1232 of the 2006 Act.

(d) Independent Supervisor’s Enforcement Activity

5.11. We issued no enforcement notices and made no 
applications for compliance orders in 2015.

(e) Account of Activities relating to the Freedom of 
Information Act

5.12. We received no requests for information under the 
Freedom of Information Act in our role as the Independent 
Supervisor.

(iv) Report on regulation of third 
country auditors

6. REGULATION OF THIRD COUNTRY AUDITORS 

6.1 The European Union sets specific requirements for the 
regulation of the auditors (‘third country auditors’ or TCAs) 
of companies from outside the EU that issue securities 
traded on EU regulated markets. The FRC is responsible 
for applying these requirements, including monitoring the 
quality of a TCA’s audit work in some circumstances where 
the firm is not separately subject to equivalent external 
monitoring. Regulation of TCAs is important because there 
are some 205 issuers from 45 countries outside the EU 
whose securities are traded on a UK regulated market.

6.2 The legal requirements for an inspection of a TCA 
firm by the FRC arises from the Statutory Audit Directive 
(2006/43/EC) (‘SAD’) which was adopted by the European 
Union in May 2006 and transposed into UK Company Law 
in June 2008. The SAD included specific provisions on 
the regulation of TCA. In particular, the Directive and the 
UK implementing legislation require the FRC to subject 
registered TCAs to its systems of oversight and quality 
assurance reviews. The underlying principle is that all 
auditors of companies traded on EU regulated markets 
should be subject to equivalent regulation, regardless 
of where the relevant issuer is incorporated.

6.3 Carrying out inspections of audit firms widely 
scattered across the world and with typically only one 
or two relevant audit clients poses legal and practical 
challenges in some jurisdictions, in particular, local 
confidentiality laws can hinder access to audit working 
papers. We endeavour to overcome these challenges.

6.4 Our monitoring focuses on those UK market-traded 
companies considered to be of significance for UK 
investors. In the year to 31 March 2016, our third year of 
inspections, we completed inspections of selected aspects 
of six audits at six TCAs: two in India and one in each of 
Israel, Zambia, Chile and Nigeria. Two of the audits were 
categorised as ‘limited improvements required’, one was 
categorised as ‘improvements required’ and three were 
categorised as ‘significant improvements required’. 
In the prior year we inspected four audits of which all 
were categorised as ‘limited improvements required’. 
A report on this work is included within our annual Audit 
Quality Inspections Report which is on the website at  
https://frc.org.uk/Our-Work/Conduct/Audit-
QualityReview/Audit-Quality-Review-annualreports.aspx
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(v) Other oversight responsibilities

This Appendix reports on: the FRC’s non-statutory 
oversight of the regulation of actuaries in the UK by the 
Institute and Faculty of Actuaries (IFoA), ‘the body’.

SUMMARY

– The body continues to make regulatory progress and 
the level of cooperation from the body is very high;

– The launch of its Quality Assurance Scheme is a 
significant and encouraging step;

– A number of IFoA reviews of key areas, including ethics, 
are in hand;

– The nature and timing of FRC’s actuarial oversight 
work programme has been reviewed;

– The FRC wishes to review the current regulatory 
arrangements and intends to a consultation in 2017.

1. INTRODUCTION

1.1 One of the central recommendations of the Morris 
Review of the Actuarial Profession (published in March 
2005) was that self-regulation by the actuarial profession 
should be subject to independent oversight by the 
Financial Reporting Council. The FRC assumed 
responsibility for independent oversight of the UK Actuarial 
Profession (now the IFoA) in April 2006 at the request of 
HM Treasury. 

1.2 Since 2006, the FRC has issued technical actuarial 
standards and has overseen the body putting conduct 
standards into place such as the Actuaries Code in 2009 
on behavioural ethics, a cross-practice standard on work 
review in 2015 and the voluntary quality assurance scheme 
for employers of actuaries also in 2015. The FRC assumed 
responsibility for public interest disciplinary cases that 
involve actuaries in 2007. The FRC developed an actuarial 
quality framework to guide the FRC, IFoA and other 
stakeholders in promoting actuarial quality. 

1.3 The FRC reviewed the sources of monitoring of 
actuarial work in detail in 2008-2009, identifying gaps. 
This monitoring ‘map’ was updated in 2014 and found 
largely to be unchanged. Indirect monitoring in insurance 
has now increased as a result of scrutiny of Solvency II 
implementation by the PRA.

1.4 In 2012/13, the FRC reviewed the framework for 
actuarial regulation with the IFoA and continued to set 
technical standards, oversee the body’s regulatory 
activities and operate a public interest disciplinary scheme. 
We updated our Memorandum of Understanding with 
the body in 2014. 

1.5 In 2013, the FRC established the Joint Forum on 
Actuarial Regulation (JFAR) which is described below 
in 2.2. In 2014, the FRC with the JFAR published a Risk 
Perspective document which outlined the public interest 
risks relating actuarial work and mitigation options.

1.6 The FRC now plans to consult in early 2017 on 
the future of actuarial regulation including on whether 
independent oversight of the actuarial profession remains 
necessary and appropriate. Until any post-consultation 
decisions are taken, the FRC will continue to undertake 
its current role in accordance with its work programme 
which was reviewed and agreed with the body in 2015/16. 

2. REPORT ON THE IFOA’S REGULATORY 
PROGRESS IN 2015/16 

2.1 The public letter of 10 August 2015 from the Chair 
of the FRC’s Conduct Committee to the Chair of the IFoA’s 
Regulation Board set out the matters which the FRC 
considered should be the body’s priorities for the year 
ahead. We asked the body to be proactive on regulatory 
matters and to continue to focus on public interest 
outcomes and on the quality of regulatory processes for 
achieving these outcomes on a timely basis. The IFoA 
plans to include in its regulatory policy statement, to be 
finalised in July this year, an appendix which seeks to 
clarify what acting in the public interest means to the body.

(a) IFoA review of its standards framework

2.2 In April 2016, the IFoA published the consultation 
feedback document of its review of its standards 
framework. The main conclusions were:

– the current structure is broadly fit for purpose and 
should be retained;

– the labelling and structure should be simplified, 
consistent terminology used and accessibility 
enhanced;

– the IFoA will enhance communication and 
proportionately monitor the framework’s effectiveness.

(b) Public interest risks to which actuarial work is relevant

2.3 The IFoA has continued to participate in the 
Joint Forum on Actuarial Regulation (JFAR); a unique 
collaboration between regulators to co-ordinate, within 
the context of its members’ objectives, the identification 
and analysis of public interest risks to which actuarial 
work is relevant. The JFAR comprises the Financial 
Reporting Council, the Institute and Faculty of Actuaries, 
the Financial Conduct Authority, the Pensions 
Regulator and the Prudential Regulation Authority.

2.4 Following the publication of JFAR’s Risk Perspective 
Document, we encouraged the IFoA, like the FRC, 
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to reflect and embed the risks and associated mitigations 
identified through the JFAR into its regulatory strategy. 
The IFoA embarked upon its ‘Risk Outlook’ project in 
2015, to identify, prioritise, and where appropriate, 
publicise risks to the public interest in connection with 
actuarial activity. As the IFoA reported to the JFAR in 
March 2016, single topic “risk alert” communications will 
be published to bring relevant risks to the attention of the 
body’s members and stakeholders. The Risk Outlook 
project is ongoing and will inform the IFoA’s regulatory 
strategy and the prioritisation of its regulatory work.

2.5 The IFoA led JFAR’s review of ‘Group Think’ in 
2015/16, which resulted in publication of a paper in June 
2016 to raise public awareness of this risk after identifying 
this as a key way to mitigate the risk.

(c) Quality Assurance Scheme for firms

2.6 The IFoA launched its Quality Assurance Scheme 
(QAS) for firms in September 2015, which had been 
developed in response to recommendations that the FRC 
made in 2009. The QAS is a voluntary initiative which 
encourages active engagement with actuarial quality by 
firms which employ actuaries, although the IFoA has no 
jurisdiction to regulate firms. It strengthens the regulatory 
regime which is in the public interest. Under the QAS, 
the first batch of applications from firms which collectively 
employ approximately 20% of the body’s UK membership 
have now been independently externally assessed and 
approved for accreditation. These initial accreditations took
effect from 12 April 2016 and demonstrate a very good 
initial take up for a voluntary compliance arrangement. 
The IFoA is now considering how to use outputs from 
the QAS to inform its regulatory strategy.

(d) IFoA standards on review of individuals’ work

2.7 The IFoA’s new principles-based cross-practice 
standard, APS X2: Review of actuarial work, came into 
force on 1 July 2015 and at the same time the more 
prescriptive standard, APS P2: Compliance review: 
pensions, was withdrawn. The IFoA’s programme 
of  implementation training is ongoing. We engaged with 
the body to ensure that the transition training put in place 
was sufficiently accessible before the new standard was 
implemented and old one simultaneously withdrawn 
in July 2015. 

2.8 The IFoA’s post-implementation review of APS X2 has 
begun: oral and written feedback has been obtained from 
some larger firms on how APS X2 has been applied to work 
that was formerly covered by APS P2. We expect the IFoA’s 
post-implementation review in 2016/17 to be evidence-
based and to focus on public interest outcomes, in 
particular on the way in which APS X2 has been applied 

to work in the public interest which was formerly covered 
by APS P2. Our view remains that effective peer review 
must be a robust challenge that is both objective 
and effective.

(e) Ethical code for actuaries

2.9 The IFoA’s substantive review of the Actuaries Code 
is still at an early stage. We have provided strategic input 
to the project’s scope and we continue to encourage the 
body to share its draft proposals with us, which will include 
outputs from its standards framework review and from 
wider consultation. The IFoA has confirmed that it plans 
to complete its review and implement the revised code 
by summer 2017.

(f) Actuarial skills and competencies

2.10 In April 2016, the IFoA published the findings of its 
commissioned research into the knowledge skills and 
competencies that users can expect of actuarial practising 
certificate holders, to provide a learning reference point 
for its members. The body is now considering how best 
to embed these key attributes into its programme of 
education, continuing professional development (CPD) 
and other regulatory activities and remains on track with 
our expectations that it should respond to the findings 
in 2015–17. CPD is a key pillar of the regulatory regime.

2.11 In line with our mutual expectations, the IFoA 
launched a new Practising Certificates regime for the Chief 
Actuary role in July 2015, in time for the implementation 
of Solvency II in January 2016.

2.12 The IFoA published further Professional Skills 
training materials for its members. We had suggested 
that the IFoA should monitor whether the key messages 
taken away by participants from the professionalism case 
studies are aligned with the outcomes the body intended. 
The new materials are clearer in this regard. Additionally 
a new recording requirement was introduced for 
student  members in relation to professional skills. 
Broad compliance in relation to the established CPD 
requirements can now be evidenced, demonstrating that 
the new Professional Skills regime is becoming embedded.

(g) Disciplinary process

2.13 The IFoA has refreshed the membership of its 
Disciplinary Board and Disciplinary Pool. New tribunal 
guidance is under development in relation to sanctions. 
Increased efficiency has resulted in improved case 
handling timescales.

(h) Education strategy

2.14 The IFoA has completed a major review of its 
curriculum and examinations to reflect the changing nature 
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of actuaries’ work. The draft curriculum has been shaped 
in consultation with learners, employers and other relevant 
stakeholders. The draft curriculum was circulated for 
further stakeholder comment in May 2016, prior to 
anticipated implementation from 2019.

3. THE FRC’S ACTUARIAL OVERSIGHT ACTIVITIES 
IN 2015/16

3.1 We carried out an internal review of whether the scope 
and substance of our ongoing actuarial oversight role 
should be changed and whether we are carrying out the 
current role in the best way. Our review included input 
from external stakeholders and the IFoA was particularly 
helpful in this. Following this review, we agreed that there 
was a need for:

– more FRC involvement at earlier stages on strategic 
and regulatory matters;

– direct FRC review of the body’s regulatory processes.

3.2 In connection with the IFoA’s five-year refresh of its 
regulatory strategy, we gave input to its strategy refresh 
principles and to its regulatory deliverables for 2016/17.

3.3 The FRC oversaw the build up to the IFoA’s launch of its 
new quality assurance scheme (QAS) for firms in September 
2015. We are supportive of the scheme as an initiative to 
embed drivers of actuarial quality into organisational culture. 
We encouraged the body and supported its development 
of criteria which would enable the entities themselves and 
those responsible for monitoring or awarding accreditation, 
to assess objectively whether the QAS outcomes are met 
by the entities’ processes.

3.4 We also engaged significantly with the IFoA prior to 
the respective implementation and withdrawal of its IFoA’s 
actuarial standards, APS X2: Review of Actuarial Work and 
APS P2: Compliance Review – Pensions in July 2015. We 
stressed the need for the body to make available sufficient 
timely accessible training on the transition to APS X2, 
and to monitor the approach to compliance with APS X2, 
particularly in relation to work where compliance with APS 
P2 had hitherto been required. The IFoA is still developing 
its approach to monitor compliance with APS X2 and its 
programme of education and training is ongoing.

3.5 We outlined to the IFoA the key aspects that its 2016/17 
review of the ethical code for actuaries should include, in the 
public interest and will continue to provide input as the 
review develops.

3.6 We contributed to the IFoA’s analysis of its research 
into actuarial knowledge, skills and competencies, to assist 
the body with its development of a ‘key skills’ guide. The 
guide will facilitate the embedding of these key attributes 

both into the IFoA’s regulatory activities and into its 
members’ competencies.

3.7 We reviewed, from a public interest perspective, 
the IFoA’s consultation feedback and response 
documents in relation to the body’s new obligations on 
actuaries who carry out the Chief Actuary role under 
Solvency II with effect from 1 January 2016.

3.8 We visited the IFoA’s Edinburgh office in November 
2015 to observe its processes in relation to complaints/
discipline and CPD/practising certificates. The processes 
appeared to be fit for purpose and we will make a second 
visit in the coming year to test their application.

3.9 We reviewed, and gave feedback on, the IFoA’s latest 
post-qualification professional skills training materials for 
its members. We have also provided input to the IFoA 
on alternative proposals which it is currently considering 
for possible alteration to its disciplinary processes.

4. THE FRC’S PRIORITIES FOR THE IFOA IN 2016/17 

4.1 The FRC expects the IFoA to continue to focus on 
public interest outcomes and on the quality of regulatory 
processes for achieving these outcomes on a timely basis.

4.2 We look forward to the completion of the IFoA’s 
review of its ethical code for actuaries, ‘the Actuaries’ 
Code’, in 2016/17 building on the body’s articulation of its 
members’ public interest role within its regulatory policy.

4.3 We expect the IFoA to continue to embed the 
principles of the Code in its educational and regulatory 
initiatives, recognising the scope for these principles to 
mitigate some of the risks associated with actuarial work. 
It is particularly important that actuaries are supported 
throughout their careers by training, where appropriate, 
so that their communications are clear to those who rely 
upon them.

4.4 Following the JFAR’s review of the ‘group think’ risk in 
relation to actuarial work, on which the IFoA took the lead, 
we anticipate further initiatives by the IFoA to mitigate this 
risk via education and training. We would encourage the 
body to continue to play an active role in the JFAR in terms 
of identifying public interest risks and also by responding 
to these including with initiatives in training, education and 
guidance for its members. We consider that the IFoA 
would be well placed to take ownership of a new JFAR 
risk-based review in 2016/17.

4.5 Building on the JFAR’s updated Risk Perspective 
and the IFoA’s new Risk Outlook, and referencing the 
Actuaries’ Code and the standards framework, we now 
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look forward to the IFoA’s conclusions in 2016/17 on 
how best to ensure that its regulatory initiatives continue 
to focus on an up-to-date assimilation of the drivers and 
indicators of actuarial quality.

4.6 As the IFoA continues to increase the range and 
diversity of organisations accredited under its new Quality 
Assurance Scheme, we look forward to its assessment 
of how the outputs from the Scheme can be used as a 
measure of actuarial quality.

4.7 We consider the IFoA’s development in 2016/17 of 
an effectiveness review programme for its standards 
and guidance to be an essential strand of its regulatory 
strategy. We expect that such reviews should be evidence-
based and should focus on public interest outcomes.

4.8 We expect the IFoA, through its reviews of education 
strategy and of the practising certificate regime to ensure 
that the professional qualification and practising 
certificates remain fit for purpose. Building on the online 
professionalism skills training that the body has developed 
in recent years, training is now needed for its members on 
the application of the technical actuarial standards, TASs.

4.9 We welcome the conclusion of the IFoA’s research 
into the skill sets expected of role holders and now look 
forward in 2016/17 to the embedding of these into the 
body’s programme of education, CPD, member support 
and other regulatory activities.

4.10 In order to oversee the IFoA’s CPD, certification, 
disciplinary and education arrangements, we need to 
be able to test the body’s processes in these key areas. 
We also expect the body to alert us when there are 
new developments and to self-report to us on an 
exceptions basis.

4.11 In support of the FRC’s publication of the framework 
for technical actuarial standards (TASs), TAS 100 and the 
exposure drafts of the specific TASs, the IFoA has formed 
a working group to consider and draft any necessary 
guidance for IFoA members.

4.12 We are working with the IFoA to agree how best to 
influence the development of international and European 
standards and the approach to adoption of these.

5. THE IFOA’S KEY PROJECTS FOR 2016/17 

5.1 The Royal Charter to which the IFoA is held to 
account states: “The objects of the Institute and Faculty 
of Actuaries shall be, in the public interest, to advance 
all matters relevant to actuarial science and its application, 
and to regulate and promote the actuarial profession”.

5.2 The IFoA’s vision is: “to serve the public interest 
by ensuring that where there is uncertainty of future 
outcomes, actuaries are trusted and sought after for 
their valued analysis and authority”.

5.3 The IFoA has refreshed the strategy that it devised in 
2011 and will launch its new strategy in 2016/17. The IFoA’s 
Corporate Plan for 2016/17 includes the following 
regulatory projects which the IFoA plans to complete 
during 2016/17:

a.  deliver review of the Actuaries’ Code after obtaining 
wide stakeholder input;

b.  launch ‘risk outlook’ to raise awareness of areas of 
public interest risk and to underpin a proportionate 
and targeted risk-based approach to regulation;

c.  develop an effectiveness review programme for the 
IFoA’s standards and guidance;

d. f urther develop its professional skills training and 
reinforce the importance of organisational culture 
in embedding professional values;

e.  review criteria for practising certificates;

f.  complete the review of education strategy;

g.  ensure appropriate examination support is available 
to all student members;

h.  provide online annual reporting of work-based skills 
by student members;

i.  continue ongoing review of disciplinary scheme for 
clarity and effectiveness;

j.  continue to engage with the International Actuarial 
Association and the Actuarial Association of Europe 
in the development of actuarial standards.
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6. THE FRC’S ACTUARIAL OVERSIGHT PRIORITIES 
FOR 2016/17

6.1 Our activities are focused on:

a. areas of potential risk to public interest;

b. areas where we consider that it is in the public interest 
that the IFoA should move more quickly;

c. the intended outcomes of IFoA regulation and the 
quality of its processes for achieving them.

6.2 In addition, we continue to monitor areas of regulation 
where the body has already developed an appropriate and 
robust approach.

6.3 In 2016/17 we will:

– provide an external perspective by high level and 
strategic review of the IFoA’s regulatory initiatives,  
at an early stage;

– assist the IFoA to identify and prioritise regulatory 
matters that the FRC considers to be significant;

– encourage the IFoA to work more effectively with 
other regulators and co-ordinate through JFAR the 
identification of public interest risks and the IFoA’s 
response to them;

– promote ongoing review by the IFoA of the effectiveness 
of its standards and guidance and their application 
by members and encourage challenge (e.g. through 
peer review);

– oversee the IFoA’s development of its Quality Assurance 
Scheme (QAS) for firms;

– review the IFoA’s governance process for deriving its 
education strategy and the associated work flows;

– oversee the effectiveness of the IFoA’s procedures 
for ensuring that the professional qualification and the 
practising certificate regime remain fit for purpose for 
role holders;

– monitor the IFoA’s published disciplinary cases and 
review the annual report of the IFoA’s Disciplinary Board;

– visit the Edinburgh office again to test processes 
in relation to complaints and discipline, CPD and 
practising certificates;

 

– monitor (via the IFoA reporting to us) exceptional matters 
that have occurred;

– monitor the IFoA’s initiatives to use its new Skill Sets 
Framework in its Education and Member Support 
directorates;

– influence the IFoA’s education, training and guidance 
of its members; and

– encourage knowledge sharing between the IFoA and 
other UK professional bodies.

6.4 We will consider with the JFAR the options to mitigate 
any shortcomings identified by its 2015/16 risk-based 
reviews. Our analysis of existing mitigants will include 
consideration of whether IFoA regulation is fit for purpose 
in terms of producing good quality actuarial work in the 
public interest.
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6  Appendices

ABBREVIATIONS 

A
AAE Actuarial Association of Europe

ABI Association of British Insurers

ACA Association of Consulting Actuaries

ACCA Association of Chartered 
Certified Accountants

AIM Alternative Investment Market

APS Actuarial Profession Standard

ARD EU Audit and Regulation Directive

ASG Actuarial Stakeholder Group

AS TM1 Actuarial Standard Technical  
Memorandum 1

 
B
BIS Department for Business, 

Innovation and Skills

 
C
CCAB Consultative Committee of 

Accountancy Bodies

CEIOPS Committee of European Insurance and 
Occupational Pension Supervisors

CESR Committee of European 
Securities Regulators

CIMA Chartered Institute of 
Management Accountants

CIPFA Chartered Institute of Public Finance 
and Accountancy

CMA Competition and Market Authority 

Company Financial Reporting Council

CPD Continuing Professional Development

D
DWP Department for Work and Pensions

 
E
EBA European Banking Authority

ECB European Central Bank

EECS European Enforcers Coordination Sessions

EFRAG European Financial Reporting 
Advisory Group

EGAOB European Group of Auditors’ 
Oversight Bodies

EIOPA European Insurance and Occupational 
Pensions Authority

ES Ethical Standard

ESAP European Standard of Actuarial Practice

ESMA European Securities and Markets Authority

EU European Union

 
F
FASB Financial Accounting Standards Board

FCA Financial Conduct Authority

FEE Federation of European Accountants

FPA Funeral Planning Authority

FRC Financial Reporting Council

FRRP Financial Reporting Review Panel

FRS Financial Reporting Standard

FRSSE Financial Reporting Standard for 
Smaller Entities

FSB Financial Stability Board
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G
GAAP Generally Accepted Accounting Practice

GAD Government Actuary’s Department

 
H

HMRC Her Majesty’s Revenue & Customs

HMT Her Majesty’s Treasury

 
I

IAA International Actuarial Association

IAASB International Auditing and Assurance 
Standards Board

IAIS International Association of 
Insurance Supervisors

IAS International Accounting Standard

IASB International Accounting Standards Board

ICAEW Institute of Chartered Accountants in 
England and Wales

ICAS Institute of Chartered Accountants 
of Scotland

IESBA International Ethics Standards Board 
for Accountants

IFAC International Federation of Accountants

IFoA Institute and Faculty of Actuaries

IFASS International Forum of Accounting 
Standard Setters

IFRS International Financial Reporting Standard

IFRIC IFRS Interpretations Committee (formerly 
International Financial Reporting 
Interpretations Committee)

IFIAR International Forum of Independent 
Audit Regulators

IOSCO International Organisation of 
Securities Commissions

ISA International Standard of Auditing

ISAP International Standard of Actuarial Practice

J
JFAR Joint Forum on Actuarial Regulation

 
O
ORSA Own Risk and Solvency Assessment

 
P
PAAinE Proactive Accounting Activities in Europe

PCAOB Public Company Accounting 
Oversight Board

PRA Prudential Regulation Authority

PRIP Packaged Retail Investment Product

PLSA Pensions and Lifetimes Saving Association 

 
S
SEC Securities and Exchange Commission

SIR Standard for Investment Reporting

SME Small and Medium sized Enterprises

SMPI Statutory Money Purchase Illustration

SOA Society of Actuaries

SORP Statement of Recommended Practice

 
T
TAS Technical Actuarial Standard

TPR The Pensions Regulator

 
U
UK GAAP UK Generally Accepted Accounting Practice
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