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1. Introduction 

 
1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to 

respond to the independent review of Financial Reporting Council standards: call for 
submissions, published on 11 May 2017. 

 
1.2. AAT is submitting this response on behalf of our membership and for the wider public 

benefit of achieving sound and effective administration of taxes. 
 

1.3. AAT has added comment in order to add value or highlight aspects that need to be 
considered further.   

 
1.4. AAT has focussed on the operational elements of the proposals and has provided opinion 

on the practicalities of implementing the measures outlined.   
 

1.5. Furthermore, the comments reflect the potential impact that the proposed changes would 
have on SMEs and micro-entities, many of which employ AAT members or would be 
represented by AAT’s 4,250 licensed accountants. 

 
 
2. Executive summary  

 
2.1. The objectives for the Sanctions guidance and policy are broadly in line with the principles 

of professional conduct operated by professional bodies 
The guidance provided is useful but whilst it is essential that guidance like this provides 
clarity for those reliant on it, it must also be sufficiently flexible so as to ensure that it can be 
adapted and applied taking into account individual case circumstances 
Given that there is a desire to influence behaviour and to promote public confidence there 
needs to be a raising of awareness around the Sanctions and the application of the policy 
in order to achieve those outcomes 

 
 

3. AAT response to the consultation paper 
 

3.1. The following paragraphs outline AAT’s response to the questions posed in the 
consultation paper.  We have only listed those questions where we have a comment to 
make. 

 
3.2. Question 1 

Are the objectives set out in the Sanctions Guidance and Sanctions Policy satisfactory? If 
not, why not, and how could they be improved? 
 
Response: The objectives are satisfactory as they meet the primary purpose of 
imposing sanction for acts of ‘Misconduct’ which is to protect the public and the 
wider public interest. This is congruent with the general professional conduct 
principles of most professional bodies. 
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3.3. Question 2 
Is the Sanctions Guidance/Sanctions Policy satisfactory and fit for purpose in current 
circumstances? 
 
Response: While current guidance appears fit for purpose, should any amendments 
be made then further guidance for decision makers is crucial and a tariff might 
prove useful to them, although clarity should not equate to unnecessary rigidity. 

 
Guidelines for assessing categories of offences would be useful, perhaps covering 
areas including competence, honesty, effects on others, seriousness, and ongoing 
risk. In addition, historical information could help devise a table of more specific 
types of breaches and how they might be considered against those criteria. Once 
again, flexibility and the ability to take each case on its merits is fundamental. 
 

3.4. Question 3 
In connection with the matters set out in relation to question 2 above, given the type and 
range of case with which the FRC is concerned, adoption of a tariff or detailed guidelines 
would be difficult. Therefore, if respondents think some form of tariff or guideline would be 
appropriate, the Review Panel would welcome any observations on the appropriate form 
and content they, or some other form of guidance, should take. 
 
Response: As detailed in the previous response, the inclusion of details pertaining 
to specific breaches based on historical information would be beneficial. 
 

3.5. Question 4 
In imposing sanctions should decision-makers seek to place any particular focus on 
entities rather than individuals or vice versa? 
 
Response: The FRC’s current focus encompasses both members and member firms 
and the range of sanction (in Appendix 1 and 3) appear to be proportionate 
deterrents that recognise that the issue(s) have arisen from the actions of the 
organisation and the action (or inaction where professional scepticism has not been 
applied) of the auditor that constitutes ‘misconduct’. 
 

3.6. Question 5 
In relation to financial penalties should the FRC establish some starting point in respect of 
both individuals and entities? 
 
Response: No comments 
 

3.7. Question 6 
To what extent do current sanctions meet regulatory objectives? If they do not, why is that? 
 
Response: The regulatory objectives are supported by having the full range of 
financial and non-financial sanctions available that are more likely to deter members 
of the accountancy profession from committing ‘misconduct’. For example, a 
member or member firm may not change their behaviour by the application of a fine 
whereas, given the more substantive implications, they are likely to take exclusion 
rather more seriously. 
 

3.8. Question 7 
In relation to financial penalties are they being set at the right level? 
 
Response: No comments 
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3.9. Question 8 
If respondents think that financial penalties are too low is this because:  
(a) failures of the type covered by the procedures require greater censure than is currently 
given;  
(b) they are not commensurate with the revenue or profit earned by accountancy/audit 
firms or with the impact of the failures being sanctioned;  
(c) they are insufficient to incentivise either high quality audit work/compliance with rules, 
regulations and standards;  
(d) they do not promote public confidence; or  
(e) some other reason? 
 
Response: No comments 
 

3.10. Question 9 
What are the key elements in achieving effective deterrence? 
 
Response: The public nature of sanction reporting, and the reputational damage with 
the knock on effect on client recruitment and retention. 

 
Proportionality and perceived fairness are also key elements. 

 
A further key element is whether or not the sanction changes the future behaviour of 
the member or member firm that has been sanctioned and the subsequent changes 
in the behaviour of others in terms of taking preventative measures in order to avoid 
being subjected to enforcement action.  
 

3.11. Question 10 
Do current sanctions in fact promote or incentivise good behaviour and promote public 
confidence? 
 
Response: The current range of sanctions are likely to promote and incentivise good 
behaviour.  

 
The sanctions will only promote public confidence where the public are aware of it 
so more could, and should, be done to publicise the sanctions that have been 
applied. 
 

3.12. Question 11 
Should there be greater use of non-financial sanctions such as:  
(a) the imposition of conditions on practice or exclusion either of the firm or the practitioner 
from practice in particular areas or requirement for further training; and/or 
(b) an order for some form of restitution? 
 
Response: This should not be an either / or question. All sanctions should be 
available in all cases and be appropriate and proportionate to the individual case. 
 

3.13. Question 12 
The Sanctions Guidance in support of both Schemes contains provision for a discount for 
admissions and/or settlement; see paragraphs 57 to 61 of the Accountancy Scheme 
Sanctions Guidance , as does the Sanctions Policy; see paragraphs 73 to 77. Are these 
provisions:  
(a) operating satisfactorily; or  
(b) inappropriate, and, if so, why? 
 
Response: There is an argument to be made that co-operation and honesty should 
be taken as read, rather than ‘rewarded’. Instead, failure to co-operate or make 
admissions should attract more severe sanctions. 
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3.14. Question 13 
Are there some sanctions which could usefully be imposed which are not currently 
available? 
 
Response: The current list of sanctions seems appropriate and very much in line 
with most professional bodies. 
 
 

 
4. About AAT 
 

4.1. AAT is a professional accountancy body with approximately 50,000 full and fellow 
members and over 90,000 student and affiliate members worldwide. Of the full and fellow 
members, there are over 4,250 licensed accountants who provide accountancy and 
taxation services to individuals, not-for-profit organisations and the full range of business 
types. 
 

4.2. AAT is a registered charity whose objectives are to advance public education and promote 
the study of the practice, theory and techniques of accountancy and the prevention of 
crime and promotion of the sound administration of the law. 

 
5. Further information 
 

If you have any questions or would like to discuss any of the points in more detail then please 
contact Aleem Islan, AAT Technical Consultation Manager, at: 

 
E-mail: consultation@aat.org.uk   Telephone: 020 7397 3088  

 
Association of Accounting Technicians 
140 Aldersgate Street 
London 
EC1A 4HY  
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