Regulation of the accountancy bodies
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Introduction

A history of accounting scandals both in the UK and overseas, of a number of government-appointed enquiries (such as Cadbury), attempts by the accountancy profession to regulate itself and successive Companies Acts have gradually provided a structure for governance of accountancy and the reporting of stewardship by directors to shareholders. The regulator of this is the Financial Reporting Council.
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Financial Reporting Council (FRC)

The regulator is funded by the government and by industry with a board of directors appointed by the Secretary of State for Business, Innovation and Skills (the name has changed over the years too). It is the header organisation for a number of further bodies that regulate the individual parts of the system, as follows:
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Accounting Standards Board (ASB)

The ASB issues accounting standards called Financial Reporting Standards under the authority vested in it by the Companies Act 2006 (old standards are called Statements of Standard Accounting Practice, most of which have been superceded by FRS’s. It collaborates with accounting standard setters in other counties, particularly the International Accounting Standards Board, to ensure that standards across countries conform with each other to ensure that the accounts published by companies are comparable.
All standards are open to discussion before they are agreed and published – these are known as Financial Reporting Exposure Drafts (FRED’s). In addition, the ASB publish “UITF’s” (standing for Urgent Issues Task Force) which are responses to specific issues that require authority but without the time for the usual consultation associated with FRED’s.
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Financial Reporting Review Panel (FRRP)

The panel seeks to ensure that financial information provided by public and large private companies complies with relevant accounting requirements as enshrined by both the Companies Act 2006 and the publications of the Accounting Standards Board.
The panel can ask directors for explanations for apparent departures from the requirements and if not satisfied, it can invite them to adopt a more appropriate accounting treatment. The directors can represent accounts voluntarily but ultimately the Panel can enforce changes with court orders and if listed, report the company to the Financial Services Authority. Note that the Panel is not advisory. 
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Accountancy and Actuarial Discipline Board (AADB)

The AADB is the independent, investigative and disciplinary body for UK accountants and actuaries. It operates 2 separate schemes - one for those members of the six CCAB bodies and the other for the Faculty & Institute of Actuaries. The power of the Board is applied by investigating and disciplining in the event of public interest cases; in other cases the Board leaves it up to the individual professional bodies to pursue. Normally, cases are referred up to the board, but it also has the power to call in cases whether or not they have been referred.
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Professional Oversight Board (POB)

The board supports investor, market and public confidence in the financial and governance stewardship of listed and other entities by providing:
· Independent oversight of the regulation of the auditing profession by the recognised supervisory and qualifying bodies

· Monitoring of the quality of the auditing function in relation to economically significant entities

· Independent oversight of the regulation of the accountancy profession by the professional accountancy bodies

· Independent oversight of the regulation of the actuarial profession by the professional actuarial bodies and promoting high quality work 
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Auditing Practices Board (APB)

The board leads the development of auditing practice in the UK and Republic of Ireland to:
· Establish high standards of auditing

· Meet the developing needs of users of financial information

· Ensure public confidence in the auditing process
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Board for Actuarial Standards (BAS)

The board supports investor, market and public confidence in the financial and governance stewardship of listed and other entities by pursuing its aim of setting high quality actuarial standards.
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The Consultative Committee of Accounting Bodies (CCAB)

The CCAB is the representative forum providing the collective voice for the UK’s 6 independent chartered accountancy bodies, where they can meet and act collectively on behalf of the accountancy profession in the UK, to promote the public interest on matters affecting the profession as a whole and provide a unified voice on matters of common interest. The bodies are:

· The Institute of Chartered Accountants in England and Wales
· The Institute of Chartered Accountants in Scotland

· The Institute of Chartered Accountants in Ireland

· The Chartered Association of Certified Accountants

· The Chartered Institute of Management Accountants

· The Chartered Institute of Public Finance and Accountancy

Note that this is a trade body and is not part of the formal structure of the FRC.
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