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Thank you, Sir Win. And thank you to everyone in the room for joining us today. 

 

As Sir Win mentioned, the last year has certainly been eventful for the UK, economically as 

well as politically. So too has it been for the FRC, as we work to ensure corporate governance 

is held in highest regard in the UK and internationally, and continue to develop our role as the 

competent authority for audit, and assess the implications of Brexit – which is something I 

want to spend a bit of time on at the end of these remarks. 

 

As we navigate these challenges and opportunities, we will ensure that we as an organisation 

have the right culture, leadership and strategic direction in place, as well as the necessary 

skills and resources and I will touch on some of these matters.  

 

We have refreshed our Mission statement: to promote transparency and integrity in business 

– which is sharper language than we had before.  

 

We believe that high levels of transparency and integrity: 

 create investor confidence;  

 support sound business decisions 

 serve the public interest and contribute to prosperity and stability.   
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This new mission aligns with the needs of the broader stakeholder audience - while the 

investor audience remains very important to us. “Transparency” makes a stronger connection 

with the wish for more relevant information from business. “Integrity” aligns our work on 

culture, the role of leadership and the pursuit of improved governance, both in the corporate 

sector and also of course in the professions and the audit firms.  

 

Now more than ever, we must take into account broader public expectations. The FRC’s new 

Stakeholder Panel is helping us achieve this, and it’s been an important development for us 

this year. We will be exploring how companies can better reflect and report on how they are 

taking into account their own wider stakeholder needs. This will form part of our consultation 

on the Corporate Governance Code which we plan to go public with in November, and which 

Paul George will talk about in more length when I’ve sat down.  

 

It is vital that the UK corporate governance framework, corporate reporting system and audit 

continue to instil confidence in UK capital markets following the UK exit from the EU.  

 

We are working to ensure that investors continue to see the UK as a long-term home for their 

capital, and we are determined the standards that we promote uphold and support this end.  

 

Whilst UK governance is well regarded as a whole internationally and indeed within the UK, 

there has of course however been poor behaviour in the governance of UK companies – both 

private and public, has come under the spotlight over the last year. A number of high-profile 

cases of misconduct combined with concerns over levels of executive remuneration have 

eroded public confidence in business, and strengthened concerns that business benefits a 

few disproportionately, sometimes at the expense of the many.  
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The Parliamentary and Government inquiries have explored how the UK’s governance regime 

can be strengthened to both restore that public trust and retain the UK’s globally recognised 

standards for the future. We welcome the Government’s recent proposals for reform of the 

governance framework, and will consider their proposals as part of our comprehensive review 

of the Code. We will publish a broad stakeholder consultation on this in the autumn, and I 

hope that you will all wish to contribute.  

 

The Corporate Governance Code is based on a set of principles which embody best practice 

and help companies and boards focus on long term success. The detailed priorities of the 

Code are on a ‘comply or explain’ basis. The principles are on a comply basis. Companies 

need to do a good job of reporting how they have complied and we will be checking to make 

sure that they have indeed met that expectation. 

 

Companies also need to consider the links between diversity and business success. Sir Win 

mentioned I sit on the Ministerial Group, and it’s a great privilege to do so. Whether diversity 

of gender, ethnicity or background, it’s vital that businesses draw experience widely from the 

society in which they operate. Diversity helps to drive the ongoing success of a company, and 

avoid group think. This is one area we will be exploring as part of our Code review.  

 

By itself, a code cannot prevent inappropriate behaviour. Only people, particularly the leaders 

within a business, can do that by setting and modelling the high standards, that are required 

and leading by example.  

 

This brings me on to culture, which in business is a key ingredient in delivering long-term 

sustainable performance. When there is a healthy culture, the systems, the procedures, and 

the overall functioning and mutual support of an organisation exist in harmony. This leads to 
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enhanced integrity, confidence, long-term success and ultimately trust. A poor culture is in my 

view a significant business risk.  

 

Now let me turn to our oversight responsibilities, particularly in relation to audit.  

 

The quality of audit must be of the highest level to promote confidence on the public reporting 

of financial performance. This must be driven from the leadership within audit firms 

themselves, and the FRC is increasing its focus on the quality of that leadership as well as on 

the quality of individual audit engagements. 

 

In terms of those individual engagements the audit quality of FTSE 350 firms is improving, 

with 81% of companies now requiring no more than limited improvements. But that is not good 

enough. More progress is needed to meet the target we have set for the profession to raise 

that to at least 90%. And I should stress that that figure is a way-point, not the final destination. 

We will raise the bar when we get to that figure. 

 

An important part of our regime is our enforcement work. We have worked hard during the 

course of this year and indeed before to speed up the handling of cases and have had some 

success in that regard. We have overhauled our processes and I’m pleased to say we’ve also 

increased our investment in staff numbers, which have increased from a handful a few years 

ago to 30 highly experienced and trained professionals today.  

 

We have also initiated an independent review of our sanctions by Sir Christopher Clark. Fines 

have increased often typically five-to-tenfold in recent years. Sir Christopher’s job is to 

consider if they are at the right level or need to increase and whether other types of sanctions 

should be introduced.  



 

- 5 - 

 

Enforcement is high in terms of our focus. I am very proud of the work we have done there 

and I would like to pay tribute to the work that Gareth Rees, our Executive Director of 

Enforcement, has done during the course of his five years at the FRC. We are very sorry to 

lose you Gareth but you go with our best wishes and grateful tanks for what you have done.  

 

In October, we will be publishing a full report drawn from all of our experience in relation to 

corporate reporting and audit, in relation in particular to the banks and financial services 

sector. Since the financial crisis we have worked hard to address the problems we saw at that 

time. We will report on those changes that have been made, where we are now and crucially 

what further improvement is called for.  

 

In terms of our budget, as a result of efficiency savings last year and case costs being lower 

than planned we spent less than expected. We are reviewing the impact of being a public body 

on costs in the future, including our need, given our status, for reserves. We will say more 

about this when we publish our strategy, plan and budget towards the end of the year. 

 

I should now turn to Brexit.   

 

We are working with the Government, regulators, companies, the firms and a broad range of 

stakeholders in order to respond effectively to the implications or leaving the European Union, 

and make sure that we are fully prepared for our departure. 

 

Investors value comparability of information. To this end, we are exploring options for the UK’s 

future accounting framework. Key to comparability will be retaining International Financial 

Reporting Standards (IFRS), which are currently adopted through the EU. At the same time, 
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we must understand how the UK’s interests are impacted by new standards under IFRS and 

use that understanding in exerting influence on the development of those standards in the 

future and in deciding how they are adopted.  

 

We believe that it is right to adopt the standards and we believe in the principle of 

comparability. But we also believe that we should make sure that we understand the UK 

impact and if, subject to some strict criteria, there are points that need to be adopted differently 

in the UK we should not be afraid of exploring those. 

 

We must also get the right answers on equivalence. After we leave the EU, depending upon 

the withdrawal negotiations and any agreement on our future relationship with the EU, UK 

audit firms may be deemed third country audit firms. This will have a number of implications 

for our regulatory landscape.  

 

It may be necessary for the system of regulatory oversight and quality assurance in the UK, 

currently operated by the FRC, to be recognised as equivalent by the EU, so that UK firms’ 

audit reports are accepted by securities regulators throughout the EU post-Brexit. The UK may 

also have to deem the EU equivalent.  Equivalence necessarily places some constraints in 

the flexibility we have or will have to depart from current arrangements. At the same time, we 

must get understanding both here and in Brussels that equivalence does not have to mean all 

stays the same. We should aim to secure equivalence of outcomes in terms of the protection 

of the public interest and in our case particularly the protection of the investor, and not to be 

held in a straightjacket of equivalence of process.  

 

It is particularly important that the UK maintains also a Third Country Auditor regime post-

Brexit to provide investors with assurance about audit work done on overseas companies 
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listed in the UK. Whether or not the UK uses EU assessments of equivalence or makes its 

own judgements based on our own regulatory assessments, an effective regime will be 

needed to underpin investor confidence during any transition period and after we leave the 

EU. 

 

In a similar vein, the success of both accounting and audit, and indeed our actuarial work, 

depends on the UK having the skilled and experienced people needed to ensure the UK’s 

reputation for quality. As such, recognition of professional qualifications – and a system 

enabling auditors and other professions to work across national borders, will be a vital post-

Brexit requirement. We know that the government, as part of the withdrawal negotiations, has 

begun to look at professional qualifications, and we are pleased that they intend that the Audit 

Directive be within the scope of any agreement reached. Whether the EU agrees, of course, 

is another matter, and we are preparing for every outcome. 

 

As a regulator, the FRC has strong bilateral relationships with regulators, governments and 

supervisory bodies in the USA and around the world, not just in the EU. These jurisdictions 

recognise the importance of robust corporate reporting and governance frameworks to the 

development of transparency and integrity in the capital markets. We will continue to work in 

partnership with them to share experiences and expertise, to raise quality and business 

confidence globally.  

 

As I’ve said before, our regulatory regime is recognised as the gold standard in many parts of 

the world for both protecting and underpinning investor confidence and encouraging trade. We 

must continue to uphold that.  
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The UK’s decision to leave the EU will not affect our determination to continue strengthening 

and enhancing these relationships, and may in fact bolster our position in relation to some of 

them.  

 

The UK’s future economic relationship with the EU and, indeed, with other nations, must go 

hand-in-hand with a vision of what kind of economy and society we wish to build for the future. 

Sometimes accounting standards, audit standards, actuarial standards feel a bit technical and 

remote from that issue but there is indeed a connection because they do underpin integrity, 

and integrity leads to trust. If we are to build a confident, inclusive and open economy, we will 

need to maintain our status as a global centre for capital by continuing to promote high 

standards of regulation, maintain the status of the UK’s highly respected professional services 

and do more to reach out beyond Europe while maintaining key relationships within. 

 

Thank you for listening.  

 


