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Dear Ms Richardson 

CP 14/18 Quarterly Consultation No 6 – Chapter 3 

Deloitte LLP is pleased to respond to CP 14/18. Our responses to certain of the detailed questions set out 

in the Consultation Paper are set out in Appendix 1 to this letter. 

In summary, we believe that it would be helpful for the FCA to update the Handbook such that all 

references (both those in LR and DTR and the limited number in the wider Handbook) are to the UK 

Corporate Governance Code (“the Code”) without specifying a specific version unless it is essential to do 

so. This would mean that entities would use the FRC’s effective dates to determine which version of the 

Code is applicable. This would reduce the need for maintenance of the Handbook in future. We accept 

that this may require co-ordination with the Prudential Regulation Authority (PRA), as some of these 

provisions are in chapters common to FCA and PRA. 

It is noteworthy that the FCA is consulting on changes to apply the 2012 UK Corporate Governance Code 

almost two years after its effective date. Whilst further consultation may be necessary to implement the 

2014 Code, we recommend that this is done on a timely basis in conjunction with the PRA to provide a 

clean, consistent and timely position for issuers and authorised firms alike.  

Any future consultation on the 2014 Code could also usefully challenge the retention of the auditor review 

requirements in LR 9.8.10R as: 

 the introduction of specific requirements in ISAs (UK and Ireland) 260, 570, 700 and 720 are such 

that it is unlikely that any report by exception under LR 9.8.10R would not also trigger reporting under 

a more specific requirement in auditing standards. “Clean” opinions therefore have more boilerplate 

than is necessary, and “qualified” opinions will have either both a qualification and a report by 

exception, or multiple reports by exception. In both cases this makes the audit report more complex 

than necessary; and 



 

 

 

 this review requirement is supported by APB Bulletins which are now out of date, and which 

technically are “persuasive rather than prescriptive”. If the review requirement is retained, we suggest 

that the APB Bulletins are updated to reflect the 2014 Code and the FRC and FCA’s expectations of 

auditors and are reissued as a document with the force of a standard. We suggest that this matter be 

discussed with the FRC before consulting on any further changes. 

 

We would be happy to discuss our letter and the draft proposals with you. If you have any questions, 

please contact Richard Gillin on 020 7007 0202 or rgillin@deloitte.co.uk. 

Yours sincerely 

 

 

Deloitte LLP 

  



 

 

 

Appendix 1 

Answers to certain of the detailed questions set out in chapter 3 of CP14/18 

Q3.3 Do you agree with our proposal to amend LR13.4.6R to also refer to “rights to” mineral 

resources? 

We agree with the proposal to also refer to “rights to” mineral resources in LR13.4.6R, so that there is no 

ambiguity in relation to whether a mineral expert’s report with accompanying glossary of technical terms 

is required when an entity that only holds rights to mineral resources (as per LR6.1.10R(2)) undertakes a 

Class 1 transaction. 

However, we believe that a similar clarification is needed in LR10.7.5R, so that the class tests undertaken 

include not just the mineral resources but also the rights to mineral resources. 

Q3.8 Do you agree with the proposal to amend the definition of the Code in LR Appendix 1 and the 

Glossary? 

No, for two reasons: 

 We believe that it is unhelpful that the FCA has to separately consult on amendments to the Listing 

Rules and other parts of its Handbook each time the Financial Reporting Council revises the UK 

Corporate Governance Code. Indeed, the FCA is consulting on an amendment to apply the 2012 

Code after the 2014 Code has already been published. We suggest that this might be better achieved 

by amending the definition of the Code in both LR 1 and the Glossary to refer to the “applicable 

version of the UK Corporate Governance Code as published by the Financial Reporting Council.” The 

FCA would then only need to propose amendments where specific Code provisions referred to in the 

FCA’s Handbook require changes. 

 The proposed change leaves other references in the Handbook being to the 2010 Code. This is the 

previous (soon to be two versions previous) version of the Code. We believe it should be possible to 

update these other references without further consultation because: 

 the other references to the Code are limited and updating these to refer to the 2012 (or 2014 

Code, in due course) would seem to make no practical difference, suggesting alignment would be 

simpler. Appendix 2 to this letter analyses each reference to support this change; and 

 for listed entities that also have permission under Part 4A of the Financial Services and Markets 

Act, keeping track of two versions of the Code for the purposes of different sets of Handbook 

provisions is confusing. 

We suggest that if the FCA does not accept our proposal above to make references to the Code 

generic (and hence subject to the FRC’s effective dates as set out in each version of the Code), 

updating the definition throughout the manual to refer to the 2012 Code (and in due course the 2014 

Code) would be more simple and practical. 

Q3.9 Do you agree with the proposal on transitional provisions set out in LR TR 13 and DTR TP 24 

and 25? 

If our proposal above (that the version of the Code should be that in force from time to time is taken 

forwards), the transitional provisions would need to be recast in terms of which version of the Code an 

entity was applying, rather than which accounting period. This would again simplify the drafting of the 

transitional provisions. 



 

 

 

If our proposal isn’t taken forwards, then we note that the transitional provisions for periods ending prior to 

30 September 2013 are only necessary to provide historic accuracy; for references both in LR and DTR 

and in other parts of the Handbook, such annual reports would need to have been published under DTR 6 

and/or filed with the FCA and PRA under SUP 16 by, at the latest, 30 January 2014. 

Q3.10 Do you agree with the proposed change to DTR 6.2.3G? 

Yes. 

Q3.13 Do you agree that our assessments of costs are reasonable? 

Yes, insofar as they apply to the questions we have responded to above.  



 

 

 

Appendix 2 

In our response to Q3.8 in Appendix 1 we explain that, in our view, there is no need for the FCA to retain 

references to the 2010 Code in the provisions of the Handbook outside of LR and DTR. The table below 

sets out our rationale. 

Rule/provision Text Rationale as to why retaining reference to 

2010 Code is unnecessary 

APER 3.1.9G UK domestic firms listed on the London 

Stock Exchange are subject to the UK 

Corporate Governance Code, whose 

internal control provisions are amplified in 

the publication entitled "Internal Control: 

Revised Guidance for Directors on the 

Combined Code (October 2005)" issued 

by the Financial Reporting Council. Firms 

regulated by the appropriate regulator in 

this category will thus be subject to that 

code as well as to the requirements and 

standards of the regulatory system. In 

forming an opinion as to whether approved 

persons have complied with its 

requirements, the appropriate regulator will 

give due credit for their following 

corresponding provisions in the UK 

Corporate Governance Code and related 

guidance. 

UK domestic firms (subject to the note 

below) listed on the London Stock 

Exchange will already have to apply the 

2012 Code by virtue of the FCA’s 

proposed changes to LR and DTR. 

In passing, we note that: 

 The words “UK domestic firms listed 

… internal control provisions are 

amplified…” should now be “UK 

domestic firms with a premium listing 

are subject to the UK Corporate 

Governance Code; other firms may 

voluntarily choose to comply with the 

Code. The internal control provisions 

of the Code are amplified…”. This is a 

result of the introduction of standard 

listing for UK companies in October 

2009; and 

 the reference to the 2005 guidance will 

need to be updated once the 2014 

Code applies. 

SYSC 2.1.6G 

answer to Q14 

and SYSC 

4.4.6G – 

answer to Q14 

… For example, the UK Corporate 

Governance Code recommends that the 

board of a listed company should establish 

an audit committee of non-executive 

directors to be responsible for oversight of 

the audit… 

The provisions and principles of the 2010 

and 2012 Codes are the same, so 

retaining the reference to the 2010 Code 

has no practical effect. 

SYSC 3.1.3G Where the UK Corporate Governance 

Code is relevant to a firm, the appropriate 

regulator, in considering whether the firm's 

obligations under SYSC 3.1.1R have been 

met, will give it due credit for following 

corresponding provisions in the code and 

related guidance. 

If the Code is relevant to a firm, it is likely 

to be because it is a premium listed 

company complying with LR 9.8.6R(5) or a 

standard listed company complying or 

explaining against the Code under DTR 

7.2.2R and DTR 7.2.3R, and hence 

already applying the 2012 (soon to be 

2014) Code. 



 

 

 

SYSC TP4 

and APER TP 

1.1 

References to provisions in the UK 

Corporate Governance Code are to be 

read as references to the equivalent 

provisions in the Combined Code for 

accounting periods beginning before 29 

June 2010. 

These are spent transitional provisions 

and are unaffected by our suggestion. 

BSOC 1.1.3G 

Frequently 

used term “the 

UK Corporate 

Governance 

Code” 

The UK Corporate Governance Code, 

published by the Financial Reporting 

Council 

The Building Societies Association 

published Guidance on the application of 

the 2012 Code in November 2012. We 

believe all building societies making a 

statement of compliance are now 

complying (or explaining) against the 2012 

Code. 

BSOG 1.3G Although societies are not publicly quoted, 

they should have regard to the UK 

Corporate Governance Code or the 

Combined Code as appropriate when they 

establish and review their corporate 

governance arrangements. 

See our comment on BSOG 1.1.3G above. 

BSOG 1.4.4G … In the interests of transparency, a 

building society should also explain 

whether it adheres to some or all of the UK 

Corporate Governance Code or the 

Combined Code as appropriate and, if so, 

in what respects. 

See our comment on BSOG 1.1.3G above. 

Glossary: 

Definition of 

Independent 

Director 

A director whom a new applicant or listed 

company has determined to be 

independent under the UK Corporate 

Governance Code. 

The definition of “independence” is 

unchanged between the 2010 and 2012 

Codes, so retaining this as reference to 

the 2010 Code has no practical effect. 

 


