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Dear Sir/Madam 

Independent Review of the Financial Reporting Council (FRC) - Call for Evidence 

I am writing on behalf of the Association of Consulting Actuaries in response to the above call for 

evidence issued on 6 June 2018.   

About the Association of Consulting Actuaries (ACA) 

Members of the ACA provide advice to thousands of sponsors and pension schemes, including 

most of the country’s largest schemes.  Members of the Association are all qualified actuaries and 

all actuarial advice given is subject to the Actuaries’ Code.  Advice given to clients is independent 

and impartial.  ACA members include the scheme actuaries to schemes covering the majority of 

members of private sector defined benefit pension schemes. 

The ACA is the representative body for UK consulting actuaries, whilst the Institute and Faculty of 

Actuaries (IFoA) is the professional body. 

Executive Summary 

We are very pleased to note that the call for evidence appears to indicate that any review of the 

FRC will consider the FRC’s functions individually, each on its own merits.   

This is of particular concern for us as we consider recent issues triggering this review were not 

caused primarily by failings of actuaries.  

For this reason we don’t consider that, if there are found to be wider failings of the FRC, that 

actuaries should automatically be subject to an additional or alternative oversight regime 

(whether by the FRC or any replacement body). 

We consider that the IFoA, in conjunction with the FRC (for example in relation to the current 

proposal for direct monitoring of actuarial work), both have continued to adapt and refine those 

aspects first put in place after the Morris Review in 2005. This is evidence that the current regime 

is working as it should, with actuaries adapting and responding to change. 
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Finally, a statutory regulator of the IFoA may be strongly influenced by political sentiment. Given 

that individuals’ pensions can be an emotive subject that is easily politicised, we consider that 

introducing a statutory regulator is likely to be to the detriment of both individuals and society. 

 

Fundamentally, our key desire for the outcome of this review (from the point of view of 

consulting actuaries) is that it achieves the best and most appropriate outcome for actuarial 

regulation and oversight whilst continuing to reflect the genuine needs of clients, rather than 

being tipped into a less effective or appropriate process as a consequence of wider concerns 

about the FRC’s role. 

We have set out our comments on the specific questions raised in the consultation in the 

Appendix.  

We hope that you find these of assistance and would be happy to discuss them further if that is 

helpful.  Please contact me on 0117 937 8730 (jenny.richards@bbs-actuaries.co.uk).  

Yours sincerely 

 
 

Jenny Richards 

Chair, Professional Affairs Committee 

On behalf of the Association of Consulting Actuaries Limited 

 

Sent by e-mail to: FRCReview@BEIS.gov.uk 
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APPENDIX 

Association of Consulting Actuaries (ACA) input to the Independent Review 

of the Financial Reporting Council – Call for Evidence 

FRC purpose and function 

Q1. What should the FRC’s objective(s) be? Is its present mission statement the right 

one? 

No comment. 

Q2. Does the FRC’s name remain right?  

No comment.  

Q3. Are the functions and structure of the FRC still relevant and appropriate, or is there 

a case for any structural change? Should any of the FRC’s functions move to other 

regulators?  

From an actuarial regulatory point of view these remain relevant and appropriate. We do not 

consider that the remit should be either expanded or diminished. 

Q4. What lessons can be learned from other countries’ regulatory systems? Which 

ones? 

No comment.  

Q5. How effective has the FRC been in influencing wider debates that affect its ability to 

deliver its objectives – for example, around audit competition, or its legal powers? 

No comment.  

Q6. Is the current balance between cross-cutting reviews and firm-specific 

investigations most effective? 

No comment.  

Impact and effectiveness 

Q7. What are the FRC’s strengths and weaknesses? 

No comment.  

Q8. The recent joint report on Carillion from the Business, Energy and Industrial 

Strategy and the Work and Pensions Select Committees considered the FRC to be 

characterised by “feebleness and timidity” and recommended that a change of 

culture and outlook is needed. Do you agree? If so, please cite relevant evidence 

which informs your view. 

No comment.  

Q9. Are there changes respondents would like to see to achieve the vision set out in the 

Review’s terms of reference? 

No comment.  



 

 

Q10. Are arrangements for financial reporting, audit and corporate governance the 

critical elements for effective delivery of FRC’s mission, or are elements missing? 

No comment.  

Audit regulation 

Q11. How effective is the FRC at driving quality improvements in audit? What further 

improvements would respondents like to see? 

No comment.  

Q12. Where quality does fall short, do the FRC’s interventions have sufficient impact 

and deterrent effect? 

No comment.  

Q13. What force is there in the concern of some that the FRC may be too close to the 

“big 4”? Or that the FRC is too concerned with the risk of failure of one of the “big 

4”? 

No comment.  

Q14. Are investigations of audit work effective, transparent, satisfactorily concluded 

and unfettered? 

No comment.  

Q15. Could a different regulatory strategy or tactics result in greater avoidance of 

harm? 

No comment.  

Q16. Could or should the FRC’s work promote competition and a well-functioning audit 

market? Does the FRC’s work undermine competition or a well-functioning audit 

market in any way? 

No comment.  

Q17. Can questions regarding the effectiveness of the FRC be separated from the wider 

question on whether change is needed to audit arrangements to take account of 

shifting expectations? 

No comment.  

Accounting and financial reporting 

Q18. Has the FRC been effective in influencing the development of accounting 

standards internationally as well as accountable and effective in setting UK GAAP? 

With regards to pension cost accounting, UK GAAP is currently comparable to the equivalent 

international accounting standards. Many of our clients report on a global basis as well as under 

UK standards and it makes sense to investors and companies if their various sets of accounts are 

consistent for what is, in the majority of cases, a significant balance sheet item.  



 

 

How much a UK body would be able to influence international standards will however largely be 

driven by the relative importance of UK stock markets, something beyond the direct influence of 

the FRC. 

In relation to monitoring the audit of disclosures under UK GAAP, we note that the FRC has 

identified significant weaknesses in this area1. We anticipate that any reforms stemming from 

this assessment carry the potential for a significantly increased burden on the actuaries involved 

in providing advice to the relevant companies. It is imperative that any additional work adds 

value to the users of accounts. 

As an example, so long as the accounting standard permits the use of approximate calculations by 

actuaries as the reporting date may not coincide with that of a full actuarial valuation. It should 

be sufficient for an auditor to use summary data from the latest available valuation to support 

their checks on the information, rather than requesting full membership data which would cost 

schemes to prepare; add little to assessing reliability; and could lead to data protection issues. 

Q19. How else could the FRC improve the quality of financial reporting with a view to 

ensuring investor confidence? 

No comment.  

Q20. Are there wider issues of financial and other reporting on which a stronger 

regulatory role would be desirable to better meet the information needs of 

investors and other stakeholders? 

No comment.  

Q21. Is the current combination of statutory and voluntary methods of oversight for 

professional bodies effective, and do they remain fit for the future? 

The FRC at present is more suited to regulating firms than individuals. The IFoA’s introduction of 

the actuarial Quality Assurance Scheme (QAS) allows a more consistent firm based approach; 

however, such an approach is currently voluntary for firms. The downside of voluntarism is that it 

can lead to less effective regulation and an associated distrust of the regulator by members. 

However, any change in the approach taken needs to be proportionate and not impact adversely 

on delivery of work. 

The IFoA is also consulting on proposals for mandatory monitoring of actuarial work which would 

focus on oversight of individual practising certificate holders such as scheme actuaries. 

As set out in our answer to Q26 we consider that as a profession the IFoA has demonstrated its 

capacity to deliver an appropriate level of scrutiny of ACA member firms and individual actuaries 

without requiring QAS to be mandatory. 

Further, we would strongly caution against regulation becoming a barrier to the sustainability of 

firms or new entries. There is already increasing consolidation within the pensions landscape and 

to restrict further the scope for firms to compete will only remove innovation from the market at 

a time when firms and the UK economy need this most. 

                                                           
1 https://www.frc.org.uk/getattachment/4fbf1bb2-930b-4032-a5be-b93aa84f06f0/Audit-of-defined-benefit-
pension-obligations_v4.pdf 



 

 

Corporate Governance and Stewardship Codes 

Q22. In relation to the UK Corporate Governance Code, are there issues relevant to the 

Review’s terms of reference that respondents believe the Review should consider? 

No comment.  

Q23. How effective has the Stewardship Code been in driving more and higher quality 

engagement by institutional investors? If not, why? How might quality of 

engagement be further strengthened? 

No comment.  

Speed and effectiveness of investigations; enforcement and compliance 

Q24. Do respondents view the FRC as reluctant to undertake investigations or 

enforcement, or able to do so at speed? 

No comment.  

Q25. How could the FRC better ensure it is able to take swift, effective and appropriate 

enforcement action? What practical or legal changes would be needed to achieve 

this? 

No comment.  

Actuarial oversight 

Q26. Have the arrangements put in place following the 2005 Morris Review stood the 

test of time, or is there a need for change? Should actuarial regulation be a focus 

for the Review’s work? 

When Sir Derek Morris carried out his review of the actuarial profession in 2005, he considered 

that there were four areas where urgent change was required: 

- Innovation in education and professional development 

- Scrutiny of actuarial work and advice; 

- Independent oversight; and 

- Standard setting, including compliance monitoring and discipline. 

He concluded that as a profession, actuaries were too insular and inflexible, provided opaque 

advice and weren’t adequately positioned to advise on asset selection.  

As consulting actuaries, we believe that the profession has moved a long way over the last 

decade, progress that has been achieved to a large extent through taking on board the 

recommendations from the Morris review and through the IFoA working jointly with the FRC to 

achieve an appropriate balance in regulation. 

 

 



 

 

Following the introduction of the FRC’s oversight role and the development of a Memorandum of 

Understanding between the FRC and IFoA, a framework has been put in place covering the 

following aspects of actuaries’ internal regulation: 

- Education 

- CPD 

- Oversight Board 

- Compliance & Discipline 

In all these areas the IFoA has continued to develop and expand on initiatives introduced 

following the review and to aim for best practice.  

The IFoA has recently updated the Actuaries’ Code and has introduced a Quality Assurance 

Scheme (QAS) which is currently being linked to the profession’s Continuing Professional 

Development (CPD) Scheme. The IFoA has reviewed and fundamentally overhauled its education 

strategy. The profession is also in continual dialogue with the FRC about emerging practice: for 

example, the IFoA is presently consulting on a revised monitoring framework, and the FRC has 

been heavily involved with the design.  This demonstrates that the FRC actively reviews how it 

works with the IFoA. 

As consulting actuaries, we observe that the IFoA can adapt to work collaboratively with the FRC. 

This has become an effective relationship which we do not consider needs to be altered. 

FRC and corporate failure 

Q27. Is there more the FRC could or should do to help reduce the risk of major 

corporate failure? 

No comment.  

Q28. Is the FRC quick and effective enough to act on warning signs arising from its 

work on accounts and financial reporting, or on evidence of concerns over poor 

corporate governance? 

No comment.  

Q29. Is there a case for a more “prudential approach”? If so, how could this operate in 

practice, and to which category of company might such an approach apply? 

No comment.  

Q30. Introduction of the viability statement was an important development, but could 

it be made more effective? 

No comment.  

Powers and sanctions 

Q31. Are there gaps in the FRC’s powers? Would its effectiveness be improved with 

further (or different) powers? 

As noted above, we believe that the current arrangements are effective and, in particular, we do 

not consider that there is any evidence to suggest that the FRC’s oversight and standard-setting 



 

 

functions in relation to the actuarial profession should change from the current MoU 

arrangements. 

Q32. Are the FRC’s powers coherent in relation to those of other regulators? 

No comment.  

Q33. Taking account of Sir Christopher Clarke’s review of sanctions, and subsequent 

changes, does the sanctions regime now have the right deterrent effect? Does the 

FRC make best use of the sanctions at its disposal? 

No comment.  

The FRC’s legal status and its relationship with Governments 

Q34. Should the Government legislate to put the FRC on a more conventional 

consolidated statutory footing? 

For the actuarial profession we do not consider that this would add any benefit, and indeed 

would be a step back from the work undertaken following the Morris review, detracting from 

actuaries’ ability to adapt. Public confidence in the actuarial profession specifically is unlikely to 

be improved by making the FRC a statutory body. 

Q35. What is the optimal structure for the relationship between the FRC and the 

Government, best balancing proper accountability with enabling the FRC’s 

effectiveness? 

Independence from Government for any regulatory body is the most effective way to achieve the 

requisite checks and balances. We consider this to be the case here. 

Q36. In terms of the FRC’s broader accountability, is there a case for further 

transparency in its actions or functions? 

No comment.  

Governance and leadership 

Q37. How effective is the current leadership and Board of the FRC? Please cite relevant 

evidence which informs your view. 

No comment.  

Q38. Is the Board’s composition appropriate? Is it the right size? Does it have 

appropriate membership? 

No comment.  

Q39. Is the balance of decision-making between the Board, its Committees and the 

Executive described in paragraphs 34-36 above right, given relevant legal 

constraints? 

No comment.  

 



 

 

Q40. Is the Board’s structure appropriate, including given the FRC’s roles on standard 

setting, assessment and enforcement? Does the Board’s accountability 

appropriately reflect its role and functions? Are its decisions appropriately 

transparent, bearing in mind the need to balance public interest and 

confidentiality? 

We consider that the Board adequately represents the actuarial function. 

Q41. How should the Executive’s effectiveness be assessed and ensured? 

No comment.  

Funding, resources and staffing 

Q42. Who should fund the FRC, and how? What are the impacts of current funding 

arrangements, including of having a partially voluntary funded regime? 

No comment.  

Q43. What skills are needed for the FRC to be most effective? Does the FRC have the 

people, skills and resources it needs, of the quality it needs? 

No comment. 

Q44. Are there conflicts of interest in the FRC’s structure, processes, or culture? Are 

there deficiencies in the FRC’s approach to managing conflicts of interests? 

No comment.  

Other matters 

Q45. Are there any other issues relevant to the terms of reference that respondents 

would like to raise? 

No comment.  

 

 

 

 

Disclaimer 

This document is intended to provide general information and guidance only.  It does not constitute 

legal or business advice and should not be relied upon as such.  Responding to or acting upon 

information or guidance in this document does not constitute or imply any client /advisor 

relationship between the Association of Consulting Actuaries and/or the Association of Consulting 

Actuaries Limited and any party, nor does the Association accept any liability to any person or 

organisation relating to the use of such information or guidance.  


