
FRAB 159 

June 2026 

 
 

 
- 1 - 

  

 

Financial Reporting Advisory Board   

Financial Reporting and Audit Reset - update 
  

Issue:  HM Treasury is undertaking a review of the financial reporting and 
audit landscape in central government.  
This paper provides the Board with an update on activity since the 

project was introduced in March.  
Impact on guidance:  N/A 

IAS/IFRS adaptation?  N/A  

Impact on WGA?  N/A  

IPSAS compliant?  N/A  

Interpretation for the 
public-sector context?  

N/A  

Impact on budgetary 
regime and Estimates?  

N/A  

Alignment with National 
Accounts  

N/A  

Recommendation:  N/a  

Timing:  Ongoing  

  
DETAIL 
 
1. Background 

 

1.1. In March, HM Treasury set out plans for a review of financial reporting and audit in 

central government. This review follows the publication of the NAO report on 

Accountability in Small Government Bodies, changes to reporting and auditing 

standards, and previous discussions at the Board about ensuring proportionality in 

public sector reporting whilst maintaining high quality reporting and accountability 

and transparency before Parliament. 
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1.2. FRAB agreed that HM Treasury should undertake this review, and with the three 

proposed workstreams: exploring options for a small bodies regime, review of 

financial reporting and narrative requirements, and audit requirements. This paper 

provides an update on progress on each of these workstreams. 

 

2. Key Updates 

 

2.1. Following the NAO’s recommendation to explore a separate reporting regime for 

small bodies, and the subsequent PAC hearing, HM Treasury has committed to 

returning to the PAC with a proposal for a small bodies’ regime. HMT has begun to 

consider how a ‘small body’ might be defined for reporting and audit purposes, 

including options for quantitative and non-quantitative thresholds. 

 

2.2. HMT have held discussions with the NAO, including between the Director General of 

Public Spending and the Comptroller & Auditor General to discuss the scope of this 

workstream. 

 

2.3. HM Treasury has begun to work through the requirements in the Performance and 

Accountability Report to identify areas where there is repetition or lack of clarity that 

could be improved in future editions of the FReM. HM Treasury has also begun 

identifying the source of each of the narrative reporting requirements, and is 

engaging with relevant teams to discuss opportunities for streamlining/improving 

clarity. 

 

2.4. HM Treasury has begun to review existing adaptations/interpretations of financial 

reporting standards in the FReM to identify if there are any areas where requirements 

could be better adapted for the public sector context.  

 

2.5. IFRS 19, effective from 1 January 2027 in the private sector, reduces disclosure 

requirements for subsidiaries without public accountability. HM Treasury will consider 

whether the reduced disclosure requirements of IFRS 19 are appropriate for central 

government and, if so, which bodies they should apply to. 

 
3. Stakeholder Engagement 

 

3.1. HM Treasury continues to engage with relevant stakeholders as each of the three 

workstreams develops. This includes presenting at a series of Government Finance 

Function Regional Roadshows to discuss this programme with finance professionals 

and presentations to the Finance Leadership Group, the Finance Director’s forum. 

 

3.2. Financial reporting colleagues from across a wide range of central government bodies, 

including from small bodies, have volunteered to act as ‘critical friends’ and provide 
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input and feedback into this work. Introductory conversations are underway with 

further conversations planned for the summer. 

 

3.3. HM Treasury will return to FRAB with a further update at the November meeting. 
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