
 

 

  

 

 

Introduction 

This briefing outlines the ABI position in relation to the following clauses in the Bank of England Bill: 

Audit, Examination and Reviews, Bank to act as Prudential Regulation Authority, Prudential Regulation 

Committee (PRC), Extension of relevant authorised persons regime to all authorised persons.  

 The ABI is supportive of the Bank of England Bill, we believe that the government’s proposal is an 

important step in improving the Bank’s governance structure. Bringing the Bank of England within the 

oversight of the National Audit Office (NAO) will strengthen the Bank’s accountability and ensure 

value for money (VFM). However, we are concerned that the use of external auditors could add layers 

of complexity and cost, and propose the NAO undertake the financial audit and VFM studies of the 

Bank’s full accounts. 

 The PRC should continue the PRA’s commitment to balance ‘proportionate’ regulations and 

‘effective’ competitiveness. The PRC should balance its membership between those with banking 

expertise and those with expertise in non-banking sectors. It is imperative that the PRC retain its 

independence in making rules, policies and supervisory decisions.  

 We acknowledge the extension of the Senior Managers Regime beyond banks and note that insurers 

already fall within scope of the Senior Insurance Managers Regime (SIMR), which is currently being 

implemented by insurers. Should any changes be made to the SIMR regime, full consultation on 

these changes will be needed in due course. 

 

Audit, Examinations and Reviews 

Part 1 of the Bill relates to the governance of the Bank. It includes measures to bring the Bank within the 

oversight of the NAO. The NAO will have the power to initiate value for money studies for the whole 

Bank, following consultation with the Court, but not to question the Bank’s policy in pursuing its 

objectives. The Comptroller and Auditor General (C&AG) will be consulted on the appointment of the 

Bank’s external auditors. 

 

ABI Position on Audit, Examinations and Reviews  

 We welcome the government’s proposal to bring the Bank within NAO oversight, in our response to 

HM Treasury’s consultation1, we suggested that the NAO undertake both the VFM studies and 

financial audit of the Bank of England’s full accounts. We accept that through this Bill the C&AG will 

be consulted on the appointment of the Bank’s external auditors. It remains unclear why the court 

will continue to appoint external auditors to undertake the full financial audit of the Bank’s full account 

when this could be undertaken by the NAO itself. The ABI is concerned that this could add 

unnecessary complexity and cost to the process.  

 

 

 

 

                                                           
1 ABI (September 2015), ‘Response to HM Treasury – Bank of England Bill: Technical consultation’.  
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Bank of England to act as PRA and the formation of the PRC 

Part 1 of the Bill includes provisions to bring the Prudential Regulation Authority within the Bank of 

England and to create a new Bank committee, the Prudential Regulation Committee. The PRC will have 

responsibility for the Bank’s functions as the Prudential Regulation Authority. 

 

ABI Position on Formation of the PRC 

 The ABI strongly believes that the PRC should balance its membership between those with banking 

expertise, and those with expertise in non-banking sectors, such as insurance. Insurers have a 

unique business model and a lack of balance may result in regulation being overly-weighted towards 

the banking sector. 

 

 It is crucial that the Prudential Regulation Committee sustains the PRA’s efforts to maintain a balance 

between ‘proportionate’ regulations and the needs for regulators to support ‘effective’ competition.  

 

 It is important for the PRC to retain its independence in making rules, policies and supervisory 

decisions in order to comply with legal requirements and international standards, as well as preserve 

investor’s trust in the UK financial regulatory system. 

 

 We note the Warsh review recommendations to increase the transparency of the MPC and the Bank’s 

efforts to take these recommendations forward. We believe that transparency is vital in ensuring the 

MPC remains accountable and that this principle should be extended to other committees within the 

Bank, including the PRC.2  

Senior Managers Regime 

Part 2 of the Bill extends the Senior Managers regime to all firms authorised to provide financial services 

under the Financial Services and Markets Act. The Bill also removes the ‘reverse burden of proof’.  In 

existing provisions, senior managers are guilty of misconduct if there has been a breach of regulatory 

requirements in an area of their responsibility, unless they can prove they have taken reasonable steps 

to prevent the breach. This Bill amends this so that in the event of misconduct, the burden is on the 

regulators to prove that the senior manager did not take reasonable steps to avoid the breach happening.  

ABI Position on Senior Managers Regime 

 We acknowledge the extension of the Senior Managers regime to financial institutions beyond banks 

and support the removal of the ‘reverse burden of proof’.  

 

 Insurers already fall within scope of the Senior Insurance Managers Regime (SIMR) which is currently 

being implemented by insurers, following the publication of final rules by the PRA in August this year. 

Should any changes be made to the SIMR regime, full consultation on these changes will be needed 

in due course. 
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2 Kevin Warsh (2014). ‘Transparency and the Bank of England’s Monetary Policy Committee’. 


