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END OF FINANCIAL REPORTING COUNCIL'S 

CONSULTATION PERIOD ON AUDIT & COMPANY REPORTS 

  
The UK Shareholders' Association (UKSA), the only democratic body representing 

private shareholders, is today calling on the Financial Reporting Council to start paying 

some attention to the needs of individual investors.  At the close of the FRC's latest 

consultation on 'effective company stewardship', UKSA accuses the FRC of hostility 

towards private investors.   

  

Eric Chalker, a director of UKSA and spokesman on these matters, says, "The private 

investor who has personally chosen to put his or her own savings into a 

company's shares is the perfect stakeholder.  Nobody else stands to lose so 

much if the company fails to perform satisfactorily, or fails altogether.  He or 

she gets no reward for failure.  Yet the FRC persistently ignores the role 

private investors can play in calling company directors to account. 

  

"This contrasts with the position of the institutional investors the FRC favours, 

which are not, generally speaking, investing their own money and therefore 

have no 'skin in the game'.   There is no effective, enduring remedy to any 

aspect of poor corporate governance which fails to embrace the interests of 

private shareholders, because they do have 'skin in the game'." 

  

UKSA draws attention to the vast private shareholdings in nominee accounts.  It 

wants these to be given voting rights, but until the law is changed UKSA wants 

them to be given what the Companies Act calls 'information rights' and the right 

to attend company AGMs.  It calls on the FRC to apply pressure for this to 

happen.  "The more ordinary shareholders with their own money at stake 

who attend company AGMs, the greater will be director 

accountability,"says Eric Chalker. 

                                                                                                                      

                 UKSA also wants the FRC to begin publishing the names of companies 

where deficiencies are found in their annual reports.  The FRC reports that 10% of 



companies do not comply with FRC requirements and UKSA also wants the FRC to 

publish the names of companies whose annual reports are found wanting by the 

Accounting Standards Board.  The FRC has revealed that 10% of companies are 

"non-compliant" and as many as 42% are "falling short", so UKSA strongly 

suggests a more vigorous approach is required.  "Private investors could use 

this information to challenge directors at AGMs and that would be a more 

constructive step towards improving annual reports than adding to their 

content as the FRC is proposing," asserts Chalker. 

  

UKSA has submitted a 4,000 word response to the consultation paper issued by 

the FRC earlier this year on the subject of 'enhancing corporate reporting and 

audit'.  It is critical of a number of recommendations made by the FRC, which it 

doesn't believe will improve the position of owners - a word which it says is 

conspicuous by its absence from the document.  UKSA is highly critical of auditors 

and pours scorn on the FRC's proposal to end the requirement for printed annual 

reports. 

  

Pointing out that section 495 of the Companies Act states that "A company's 

auditor must make a report to the company's members....", UKSA wants auditors 

to accept that their duty to owners is much greater than to company managers.  

This is something they show reluctance to do.  They do not always attend AGMs.  

They are reluctant to answer shareholders' questions when present.  They seek 

defence against owners' enquiries by claiming to report to owners only as a body 

and as owners can't ask questions as a body this is a perfect defence.  UKSA says 

auditors should be obliged to answer questions from owners, no matter how small 

their holdings, both at the AGM and in correspondence 

  

On the matter of printed reports, UKSA quotes the FRC as stating, "It would not 

be appropriate to dictate by detailed regulation the information to be provided to 

meet users' needs.... because some users will attach importance to particular 

information.  Nor would it be appropriate to dictate by whom such information 

should be provided."  "Why then," asks Chalker, "does the FRC consider that it is 

appropriate to dictate the means by which that information is to be provided?"   

  

UKSA points out that it is one thing to "take advantage of technological 

developments to increase the accessibility of the annual report..."  as the FRC 

suggests, but quite another to force those for whom these reports are intended to 



use technology just to gain access.   

Eric Chalker concludes, "There is nothing more 'user-friendly' (as the FRC 

wants things to be) than to receive a report in the post, requiring no 

more effort than to open the envelope and no cost at all to the recipient, 

who can take it to read and study anywhere without the need for 

equipment - even to the meeting where it is due to be approved." 

  

UKSA's submission can be found at www.uksa.org.uk/                

  

and the covering letter at www.uksa.org.uk/  

  

  

FOR FURTHER INFORMATION contact Eric Chalker 

  

on 020 7620 0907, or uksa3@btconnect.com. 
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