
 

Implementing audit committee requirements under the 
revised Statutory Audit Directive   

The ABI’s response to the PRA’s CP34/15 

1. The Association of British Insurers is the leading trade association for insurers 

and providers of long term savings. Our 250 members include most household 

names and specialist providers who contribute £12bn in taxes and manage 

investments of £1.8trillion.  

ABI comments 
 

2. We welcome the opportunity to comment on the PRA’s CP34/15, 

Implementing audit committee requirements under the revised Statutory Audit 

Directive.  

 

3. We note that the PRA’s proposals arise from the need to implement European 

legislation. We have three concerns about its exercise of the national 

discretion afforded by this legislation. 

 

4. We do not agree with any extension of the Article’s requirements beyond that 

already provided in the FRC’s Corporate Governance Code in relation to listed 

companies, nor any extension that simply assumes the FRC’s Code as the 

basis for unlisted companies. It is not necessarily easy to find independent 

NEDs and the CP’s proposals may add to this difficulty, particularly as the 

flexibility afforded by the FRC’s comply-or-explain approach is lost. 

 

5. For example, ‘significant’ insurers should not be prevented from combining 

their audit and risk committees, as that is allowed in the FRC’s Code. 

Companies should be able to make this choice on cost/benefit grounds. For 

unlisted ‘significant’ insurers, two proposals seem unnecessarily rigid and 

disproportionate: the requirement for an audit committee to comprise only 

independent NEDS, and the exemption from having an audit committee being 

restricted to subsidiaries which have the same NEDs at group and subsidiary 

levels.  

 

6. Furthermore, we are unpersuaded that gold-plating of the Directive’s 

requirements would help mutuals and other smaller Solvency II insurers to 

compete in the market, as the PRA claims. There is clearly extra cost that will, 

as the PRA acknowledges, make entering or maintaining position in the 

marketplace more difficult for these insurers. We strongly urge the PRA to be 

more proportionate in its requirements. 

 

7. The experience of larger companies in recent years suggests that the initial 

burden may be quite high for companies putting new audit committee 
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arrangements in place. It can be particularly expensive and time-consuming to 

recruit and train NEDs. We suggest that a three year transition period be 

allowed for any requirements that are not specifically driven by the Directive, 

particularly for mutual and other non-listed insurers. 

 

8. We would be happy to discuss these comments with you. 
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