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Abstract

This paper investigates the regulatory changes of UK regarding corporate
governance and financial regulation in recent days and their implication to us.

Financial crisis has highlighted that UK corporate governance system
and financial regulation have been found wanting in a range of
circumstances and have some weakness. The underlying aim of UK
regulatory reforms not only in financial sector and but also corporate
sector, is undoubtedly to bring about a greater focus on the function of
board, e.g., reform of corporate governance. It also wants to strengthen
the role of the shareholders and independent board directors in determining
pay and challenge to risk management. In addition, the UK government
has announced its plans to reform the financial system to prevent future
crises. Especially, there will be broad power to regulate any financial
institution that poses a "systemic" threat to the financial system(investment
houses as well as commercial banks). It is suggesting that banks which
pose a bigger risk to the financial system as a whole, because of their
size or inter-connections with other banks, will be regulated more heavily.

The current system of Supervisory organization is so called as "tripartite
regulation” where responsibility in a financial crisis is shared between the
Bank of England, the Financial Services Authority (FSA), and the Treasury.
This system will be changed. The government will set up a new Council
for Financial Stability, with statutory powers, bringing the three key
actors together on a regular basis to review risks to the system and
publish their results.

In addition, it is planned to strengthen what is called "macro-prudential”

regulation, which aims to ensure that the regulators look at the whole



financial system, not just the state of individual banks. The FSA will
have new powers to introduce tougher standards for big banks and also
have new powers to wind up any financial institution that could pose a
risk to the system. The Government think that new rights for consumers
are vital in order to rebuild confidence in the financial system. In the
result, the Government strengthened the system of depositor protection,
and requiring the banks to contribute more money to make that scheme
effective. Besides, the government | requires the private sector to provide
more financial education and advice for consumers as they take more
responsibility for their own financial affairs, including a national money
advice line.

On the other hand, the old Tripartite regime will be abolished and the
Financial Services Authority (FSA) will cease to exist in its current form.
The Government will legislate to create a new Prudential Regulatory Authority
(PRA), which will operate as a subsidiary of the Bank of England. The
PRA will be solely responsible for the day-to-day prudential supervision
of financial institutions. A new Financial Policy Committee (FPC) will be
established at the Bank of England. The committee will be able to look
across the economy at the macroeconomic and financial issues that may
threaten stability and address the risks it identifies. The FPC will be
chaired by the Governor of the Bank of England and made up of
independent members. In addition, a new Consumer Protection and Markets
Authority (CPMA) will also be established, with responsibility for the
conduct of all financial services firms.

To now, the UK Financial system has been known as the most open,
globalized and successful in the world. However, the UK government

recognized that there were real and significant failings in the UK



regulatory framework and tried to reform in many areas. It is worthy to
keep watch on the these movements and how these steps to contribute to

the development of financial system and sound of corporate management.

% Key Word : UK financial system, Consumer Protection and
Markets Authority, Financial Services Authority
(FSA), Prudential Regulatory Authority (PRA),

corporate governance, pay, independent director
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