Registration of Third Country Audit Entities in the United Kingdom.

Legal Framework and Directions by the Professional Oversight Board under the Companies Act 2006

The United Kingdom legal requirements for the registration and regulation of third country audit entities are set out in the following provisions of company law:

(1)    sections 1241 to 1246 of the Companies Act 2006, as amended by the Statutory Auditors and Third Country Auditors Regulations 2007 (SI 2007/3494) and the Statutory Auditors (Amendment) Regulations 2011 (SI 2011/1856)
(2)    the Statutory Auditors and Third Country Auditors Regulations 2007 (SI 2007/3494), as amended by the Statutory Auditors and Third Country Auditors (Amendment) Regulations 2008 (SI 2008/499), by the Statutory Auditors and Third Country Auditors (Amendment) (No. 2) Regulations 2008 (SI 2008/2639), and by    the Statutory Auditors (Amendment) Regulations 2011 (SI 2011/1856)
These are referred to as “SATCAR” below.

In addition, sections 1239 and 1240 of the Companies Act 2006 set requirements relating to the register of auditors, including third country auditors.

Under the Companies Act 2006 the Secretary of State has the ability to direct in writing that requirements relating to the registration and regulation of third country auditors do not apply, in whole or in part, in relation to a particular registered third country auditor or class of registered third country auditors. These powers have been delegated to the Professional Oversight Board under the Statutory Auditors (Delegation of Functions etc) Order 2008 (S.I. 2008/496).

The Professional Oversight Board gives the following direction in accordance with the requirements of sections 1239(7) and 1242(4) of the Companies Act 2006, which form part of the implementation in the law in the United Kingdom of Commission Decision 2011/30/EU on the equivalence of certain third country public oversight, quality assurance, investigation and penalty systems for auditors and audit entities and a transitional period for audit activities of certain third country auditors and audit entities in the European Union.
DIRECTIONS BY THE PROFESSIONAL OVERSIGHT BOARD IN RESPECT OF THIRD COUNTRY AUDITORS

The Professional Oversight Board of the Financial Reporting Council makes the following directions, in accordance with section 1239(7) and section 1242(4) of the Companies Act 2006, as amended, (“the 2006 Act”).  These replace the directions made on 4 November 2008:

Application for Registration and Register of Third Country Auditors

1.
Regulation 34 (3)(g) and (h), Regulation 35(3)(b) and (c), Regulation 37(2), Regulation 36, Regulation 39(1)(b) and Regulation 40(1) of the Statutory Auditors and Third Country Auditors Regulations 2007, as amended   (“SATCAR”) do not apply in relation to a third country auditor established in an equivalent third country or a specified third country provided that the UK-traded non-EEA companies for which the third country auditor provides an audit report are incorporated or formed under the law of an equivalent third country or a specified third country.

Duties of registered third country auditors

2.
Sections 1242(1) (a) and (2) (a) of the 2006 Act do not apply in respect of:

(a)
an audit by a registered third country auditor of the accounts of a UK-traded non-EEA company incorporated or formed under the law of a specified third country.


(b)    
an audit by a registered third country auditor of the accounts of a UK-traded non-EEA company incorporated or formed under the law of an equivalent third country, provided that:


(i)
the audit of the UK-traded non-EEA company is subject to arrangements for independent monitoring by means of inspections in the equivalent third country; and 


(ii)
the relevant  third country competent authority does not impose requirements in respect of audits of bodies corporate incorporated in the United Kingdom equivalent to those of Sections 1242(1)(a) and(2)(a).

Definitions

3.
In these directions:

“equivalent third country” has the same meaning as in Regulation 29 of SATCAR.

“specified third country” has the same meaning as in Regulation 29 of SATCAR. 

“third country auditor” has the same meaning as in section 1261 of the 2006 Act.

 “UK traded non-EEA company” has the same meaning as in section 1241(2) of the 2006 Act and is subject to Regulation 43 of SATCAR.

By Order of the Board

Signed on behalf of the Board

John Kellas, CBE, Chair
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