
 
EXPLANATORY MEMORANDUM TO  

 
THE SUPERVISION OF ACCOUNTS AND REPORTS (PRESCRIBED BODY) ORDER 

2007 
 

2007 No. 2583 
 
 
1. This explanatory memorandum has been prepared by the Department for Business, 

Enterprise and Regulatory Reform and is laid before Parliament by Command of Her 
Majesty. 

 
2.  Description 
 
 2.1 The Supervision of Accounts and Reports (Prescribed Body) Order 2007 appoints 

the Financial Reporting Review Panel (FRRP) to review periodic accounts of issuers of 
certain types of transferable securities admitted to trading on a regulated market.  It is 
effective in respect of periodic accounts and reports relating to financial years beginning 
on or after 20 January 2007.  It replaces the Supervision of Accounts and Reports 
(Prescribed Body) Order 20051, which gave the FRRP similar powers in respect of 
issuers of listed securities: but the 2005 Order will continue to apply in respect of 
periodic accounts and reports relating to financial years beginning before 20 January 
2007. 

 
3. Matters of special interest to the Joint Committee on Statutory Instruments 
 
 3.1   Article 2(2)(a) refers to section 14(2) of the Companies (Audit, Investigations 

and Community Enterprise) Act 2004 (CAICE Act) as amended by the Companies Act 
2006 (2006 Act).  This is to put beyond doubt that the continued operation of the 
Supervision of Accounts and Reports (Prescribed Body) Order 2005 is in respect of 
periodic accounts and reports to which the amended Act applies and not those to which 
the Act applied when the 2005 Order was made.  Those periodic accounts and reports to 
which the unamended Act applied but the amended Act does not apply should not be 
subject to the 2005 Order as continued in effect by the 2007 Order, because it is not 
within the vires of the amended Act to make any provision in the 2007 Order for periodic 
accounts and reports to which the amended Act does not apply. 

 
4. Legislative Background 

 
4.1 Under section 89A of the Financial Services and Markets Act 2000 (FSMA), the 
Financial Services Authority (FSA) has power to make rules for the purposes of the 
Transparency Obligations Directive2.  The FSA has exercised this power to make rules 
implementing the provisions of the Directive requiring issuers of specified securities to 
produce periodic financial information.  FSMA also requires the FSA (in paragraph 6 of 
Schedule 1) to maintain arrangements for monitoring compliance with its rules and 

                                                           
1 SI 2005/715. 
2 Directive 2004/109/EC of the European Parliament and of the Council on the harmonisation of transparency 
requirements in relation to information about issuers whose securities are admitted to trading on a regulated market 
and amending Directive 2001/34/EC (OJ L 390, 31 December 2004, page 38). 



enforcing them.  The Directive also introduces a new obligation on Member States to 
have a Competent Authority responsible for reviewing and monitoring this information. 
 
4.2 Section 14 of the CAICE Act gives the Secretary of State the power to make an 
order appointing a body to exercise certain functions.  In section 14 as originally enacted 
those functions were (1) keeping under review periodic accounts and reports that are 
produced by issuers of certain listed securities and are required to comply with any 
accounting requirements imposed by FSA listing rules, and (2) if it thinks fit informing 
the FSA of any conclusions reached by the body in relation to such accounts or reports.  
The 2006 Act amended the first function in section 14, and this is now keeping under 
review periodic accounts and reports that are produced by issuers of transferable 
securities and are required to comply with any accounting requirements imposed by rules 
under Part 6 of FSMA.  Without this amendment to section 14, the functions of FRRP 
would not have been wide enough to enable them to act as the Competent Authority for 
the purpose of examining whether financial information is drawn up in accordance with 
the requirements of the Transparency Obligations Directive and taking appropriate 
measures in the case of discovered infringements (as permitted by article 24 of that 
Directive).  A body may be appointed to carry out these functions if it has an interest in, 
and has satisfactory procedures directed to, monitoring compliance by issuers of 
transferable securities with accounting requirements imposed by rules under Part 6 of 
FSMA in relation to periodic accounts and reports.   
 
4.3  The FRRP was appointed by the Secretary of State under section 14 of the 
CAICE Act by the Supervision of Accounts and Reports (Prescribed Body) Order 2005.  
It was appointed in respect of any issuer of listed securities which is incorporated in the 
UK, or which is incorporated outside the UK and has a primary listing of its equity 
securities (or securities convertible into such securities). 
 
4.4  The Transparency Obligations Directive imposes requirements to produce 
periodic financial reports on a different but broadly wider range of issuers, including, in 
particular, overseas issuers of securities other than equity securities, for example bonds, 
and overseas issuers of securities that are admitted to trading on a regulated market, but 
which are not listed.   

 
4.5 The Supervision of Accounts and Reports (Prescribed Body) Order 2007 extends 
the responsibilities of the FRRP to periodic accounts and reports of issuers of transferable 
securities admitted to trading on a regulated market that are subject to accounting 
requirements under the Transparency Obligations Directive, where the issuer's home state 
is the UK. 
 
4.6 HM Treasury Explanatory Memorandum 24415 8062/03 COM(03)138 in respect 
of the Transparency Obligations Directive was submitted on 8 April 2003.  The 
Commons European Scrutiny Committee considered it politically important and did not 
clear it (21st Report, Session 2002/03).  Transposition Notes for the Transparency 
Obligations Directive are attached at Annex A.  
 

5. Territorial Extent and Application 
 
 5.1 This instrument applies to all of the United Kingdom. 
 
 



6. European Convention on Human Rights 
 

As the instrument is subject to negative resolution procedure and does not amend primary 
legislation, no statement is required.  

 
7. Policy background 
 
 7.1 The FRRP is part of the Financial Reporting Council, the UK’s independent 

regulator responsible for promoting confidence in corporate reporting and governance.  It 
is responsible for considering whether the annual accounts of public companies and large 
private companies comply with the requirements of company law, including applicable 
accounting standards.  It also keeps under review the periodic accounts and reports of 
certain other listed issuers. 
 
7.2 The purpose of the Transparency Obligations Directive is to enhance transparency 
in EU capital markets in order to improve investor protection and market efficiency.  It 
does this by establishing rules on periodic financial reports (i.e. annual, half yearly and 
quarterly) and other continuing reporting obligations, and on the disclosure of major 
shareholdings, for issuers whose securities are admitted to trading on a regulated market 
in the EU. 
 
7.3 The FSA has responsibility under FSMA for monitoring and enforcing its rules 
including its rules in relation to periodic financial reporting.  However, the Transparency 
Obligations Directive contemplates that Member States can designate a separate 
Competent Authority with the function of monitoring and reviewing in relation to 
periodic financial reporting.  The FRRP will be designated in relation to periodic 
accounts and reports produced by the issuers specified in the Order. 
 
7.4 The Government considers that this designation is the best approach to meeting 
the obligation to monitor and review.  It ensures that the UK is efficient in its 
implementation of a monitoring and reviewing framework by providing for such work to 
be carried out by one designated body only.  No costs are incurred in putting in place a 
new system, it is easier for business to work within a familiar system and it will ensure 
consistency of treatment across financial information.  It is also compliant with European 
legislation.  Consequently, this is the approach agreed by the Government in consultation 
with the FSA and the FRRP.   
 
7.5 The scope of the 2005 Order does not extend to the full range of issuers covered 
by the Transparency Obligations Directive.  It is therefore necessary to make a new order 
prescribing the FRRP in respect of these other issuers.  It would be possible for the FRRP 
to consider the accounts of these issuers if they were referred to it by the FSA under 
section 14(7) of the CAICE Act, but it would not be possible for the Panel to undertake 
proactive reviews of those issuers’ accounts under the existing Order.  
 
7.6 The change effected by the new Order is not legally or politically important.   
 
 
 
 
 
 



Consultation 
 
7.7 The amendments to FSMA allowing the FSA to make rules to implement the 
Transparency Obligations Directive and the amendments to section 14 of the CAICE Act 
were made by the 2006 Act.  The provisions were therefore subject to consultation and 
consideration by Parliament during the passage of the Companies Bill.  
 
7.8 The FSA conducted an open public consultation from 30 March to 30 June 2006 
on the rules required to implement various aspects of the Transparency Obligations 
Directive, including the requirements in relation to periodic financial reporting (FSA 
consultation paper CP06/4).  Overall 60 responses were received from a broad range of 
stakeholders including accountants, lawyers, issuers and investors.  Of those responses, 
about two thirds made reference to the FSA’s proposals regarding financial information 
and continuing reporting requirements, and were mostly supportive of the general 
approach to implementing the Directive (the specific question of who should monitor was 
not covered).  The FSA published an account of the representations it received, together 
with its response to them in October 2006 (FSA paper PS 06/11). 
 
Guidance 
 
7.9 The FSA has issued guidance on how it will implement the provisions of the 
Transparency Obligations Directive in its newsletter “List!” (Number 14, updated April 
2007).  It will also be writing to all affected issuers. 
  
7.10 The FRRP does not intend publishing any new guidance, but would refer issuers 
to the existing material on its website which sets out the Panel’s powers and its operating 
procedures and includes frequently asked questions from companies who receive a letter 
from the Panel. 
  

8. Impact 
 

8.1 An Impact Assessment has not been prepared for this instrument.  The substantive 
Transparency Obligations Directive requirement to disclose periodic financial 
information has already been imposed on issuers by FSA rules made under Part 6 of 
FSMA, and FSMA requires the FSA to maintain arrangements for monitoring 
compliance with its rules and for enforcing them.  An assessment of the effects of the 
Directive on the costs of and benefits to business generally is included in the Regulatory 
Impact Assessment for the Companies Act 2006 (available at www.berr.gov.uk/bbf/co-
act-2006).  It is considered that any additional cost in the FRRP rather than the FSA 
being designated as the Competent Authority to monitor and review periodic accounts 
and reports for the purposes of the Directive would be minimal.    
 

 8.2 The Order has no impact on the public sector. 
 
9. Contact 
 
 Valerie Carpenter at the Department for Business, Enterprise and Regulatory Reform, 

telephone: 020 7215 0225 or e-mail: Valerie.Carpenter@berr.gsi.gov.uk can answer any 
queries regarding the instrument. 

http://www.berr.gov.uk/bbf/co-act-2006
http://www.berr.gov.uk/bbf/co-act-2006
mailto:Valerie.Carpenter@berr.gsi.gov.uk
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