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The Kingman Review has ruled out of consideration any issues of competition that sit with the 
CMA, and particularly competition in the audit market. So this limits the possibilities to a set 
of actions encompassed below: 

1) Name changes. This is just semantics and PR. The name is well known, no reason to
change it.

2) Staff changes.
The SC report into Carillion said that making the FRC more aggressive would require
a significant shift in culture1. As the Sunday Times argued   in the article ‘the watchdog
that barked too late’2  and that it is likely to require a change at the top. Melanie Hind
(executive director for audit and actuarial regulation) has already left. The Kingman
Review will probably signal a change which may encompass Stephen Haddrill and even
the Chairman Sir Win Bischoff

3) Organisational emphasis. Split the judge, jury and executioner functions identified
earlier. More emphasis on how to fix problems and improve audit quality rather than
just dishing out sanctions.

4) Changes to the organisational structure
There are many possibilities. Split the FRC into two organisations, in a similar vein to
the creation of the PRA and the FCA from the defunct Financial Services Authority.
Other possibilities include:

a) Split into type – audit, reporting and actuarial.
b) Split into some functional combination of:

i) Split the standard setting, regulations, governance, stewardship and
guidance. Plus….
Dissemination of what went wrong when it does – like the airline industry
after a crash. Make sure all interested parties know what went wrong and
how to avoid making the same mistakes again.

ii) Split the monitoring function (high quality auditing and reporting) also the
policing function

– of the reporting function: a continuation of the FRC’s corporate
reporting review (CRR)3 and may be an expansion to the FTSE 350 and 
private companies.  

1 House of Commons. Business, Energy and Industrial Strategy and Work and Pensions 
Committees.  
Carillion. Second Joint report from the Business, Energy and Industrial Strategy and Work 
and Pensions Committees of Session 2017–19. HC 769. Published on 16 May 2018. by 
authority of the House of Common. Paragraph 194, Page 78. 
Available at: 
https://publications.parliament.uk/pa/cm201719/cmselect/cmworpen/769/769.pdf 

Accessed June 2018. 
2 The Sunday Times, Op Cit. Urwin, 2018. 
https://www.thetimes.co.uk/article/frc-the-watchdog-that-barked-too-late-qln3xg7zh 
3 Sweet, P., 2018, ‘FRC raises queries in half of corporate reporting reviews’, Accountancy 
Daily/Magazine, 5 July 2018. 
FRC raised queries in half of corporate reporting reviews of the 59 companies on the list in total. 
Available at: 
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– of the auditing process and the audit firms (including senior  
   personnel which our evidence shows is highly effective) 

iii) Split the investigations and judgment function as to cause and blame. That 
is to split this section into the prosecution and judging functions.  

iv) Split the enforcement function of doling out the fines, sanctions and other 
punishments. 

c) Some combination of split of type and function.  
Splitting into multiple components would require additional funding probably by the 
government. But the total budget of the FRC is well under £40m.  

5) Stricter sanctions. Larger fines. More sanctions on individuals. A greater graduation of 
reprimands. 

6) Give more powers to the FRC — specifically more powers in law, with a clearer 
purpose and extra funding. Some of the problems may stem from an attitude that 
regulation should be principle-based, not rule-based. 

a) Preparer accountants should face the same test as auditors: the FRC only has to 
prove breach of a rule rather than behaviour amounting to misconduct. 

b) Extend this power to the entire board members and all non-accountant directors 
including the non-executive directors. 

c) Fines for any PIE or large private company that produces a report that 
contravenes the true and fair principle in the financial statements. 

d) Fines or sanctions for any PIE or large or a narrative section which contravenes 
the Fair, Balanced and Understandable principle. From our research this 
includes most of the FTSE 350 (see the series volume Disruption in Financial 
Reporting). 

 
Two comments from the Times: 

Paul George, director of corporate governance and reporting at the FRC, said he 
expected Kingman to look at “our status and degree of statutory powers. The FRC’s 
responsibility has grown relatively piecemeal. Quite often, it has been willing to take 
on additional responsibilities without the powers to deliver them fully.” 
The question now for the FRC is whether the Kingman Review will let the watchdog 
off the leash, or replace it with a new hound with real teeth.  As Frank Field said “keep 
the FRC on death row, and make sure it will be regularly reviewed.”4 

                                                 
https://www.accountancydaily.co/frc-raises-queries-half-corporate-reporting-reviews 
Accessed July 2018. 
The original FRC news report: 
‘FRC publishes a list of companies whose Report and Accounts have been reviewed’, 
https://www.frc.org.uk/news/june-2018/frc-publishes-a-list-of-companies-whose-report-and 
and the FRC report: 
https://www.frc.org.uk/accountants/corporate-reporting-review/crr-reviews-of-corporate-
reporting 
The Company Names Published in June 2018 that were the subject of the above review: 
https://www.frc.org.uk/accountants/corporate-reporting-review/crr-reviews-of-corporate-
reporting/company-names-published-in-june-2018 
4 The Sunday Times, Op Cit. Urwin, 2018. 
https://www.thetimes.co.uk/article/frc-the-watchdog-that-barked-too-late-qln3xg7zh 



Disruption in the Audit Market: The Future of the Big Four 
By Krish Bhaskar and John Flower 
Online companions volume 
Appendix 1.05.1 Possible recommendations by the Kingman Review 
From Chapter 5 
 

Page 3 
 

BDO and others claim5 that the FRC needs to be split into two bodies focused, separately, on 
standard setting and regulation. That looks sensible and then you look at the totality of 
regulatory bodies, FRC, PRA, FCA, SFO, TPR and others. It becomes messy with overlaps. 
That may call for a more radical review of the whole regulatory set which is something the 
government will not do currently. BDO also point out that the FRC’s regulatory powers do not 
extend to company executives who are not accountants. We agree it should.  
 
 

                                                 
5 Laurence, B., 2018, ‘Watchdog wrecked public trust, says auditing giant BDO’, The Times, 
19 August 2018. 
Available at: 
https://www.thetimes.co.uk/article/watchdog-wrecked-public-trust-says-auditing-giant-bdo-
ltrg869ss 
Accessed August 2018. 


