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Non-government standard setting/regulatory body
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Legal representative

Local Government
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Micro business (up to 9 staff)

v" | Small business (10 to 49 staff)
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Trade union or staff association

Other (please describe)

SECTION 6. The Government’s Approach to Implementation
Question 1: Do you agree that the Government should maintain the UK’s existing approach to
financial reporting and only introduce changes where imposed by the Directive or where new
options have been introduced? (Paras 6.3-6.4)
[]Yes X No [INot sure

Please provide information in support of your answer:

The Directive does not set out to make significant changes. The UK should continue to lead for
ways and means to reduce unnecessary administrative burdens on business.

Question 2: Do you agree that the Government should maintain the current position of
providing discrete regulations for small companies and for large and medium-sized
companies? (Para 6.7)

X Yes [ 1 No [INot sure
Please provide information in support of your answer:

Costs involved in dealing with the inherent complex and length of any such regulations would
not be commensurate with the benefits.

Question 3: Do you agree it would be helpful to have a new set of Small Companies
and Group Regulations which set out the new small company regime and incorporate
both the small companies’ exemption and the micro-entities exemptions clearly and in
one place? (Para 6.8)

X Yes [ 1 No [_INot sure
Please provide information in support of your answer:

By providing a single point of reference it would eliminate error, mistake and confusion.
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Question 4: Do you have suggestions for other regulations that might reasonably be
consolidated as part of the implementation of this Directive? If so, please provide
references to the relevant regulations with an explanation for your proposal and the
benefits you expect this would deliver. (Para 6.8)

[]Yes X No [ INot sure

Please provide information in support of your answer:

SECTION 7. Timetable for implementation

Question 5: Do you agree that the new regulations should apply to financial statements for
financial years commencing on or after 1 January 2016? (Para 7.1)

[]Yes X No [_INot sure
Please provide information in support of your answer:
The EU deadline of 20 July 2015 provides for ample time for the transition. Accepting that

change is necessary it then becomes implicit for its earliest possible adoption in order that the
effects of the expected benefits be accelerated.

Question 6: Should companies be able to access the new financial reporting regime (increased
thresholds and revised reporting requirements) ahead of the mandatory application date of 1
January 201672 (Para 7.2)

X Yes ] No [ INot sure

Please provide an explanation for your position. In particular, we would welcome information
about the costs/benefits associated with your preferred option:

Time is money to the business community. Any cost savings and expense reductions should
be realised sooner than later.

Any likelihood of adverse effects on comparability would be insignificant when compared with
the benefits accruing at the earliest possible time.

SECTION 8. The Proposal
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Question 7: Do you agree with the Government’s proposal to maximise the small company
thresholds and provide as many eligible companies as possible with the opportunity to access
the small company regime? (Para 8.10)

X Yes [ ] No [_INot sure
Please provide information in support of your answer:

This is one of the fundamental measures of the proposals. There would be little point in
adopting the proposals with this watered down in any way.

Question 8: We have been able to draw on academic studies and responses to earlier
consultations but we would welcome any additional information/evidence you are able to
provide to support your response. What benefits or costs do you think will arise from raising
the company size thresholds? (Information may relate to both monetised and non-monetised
benefits and costs.) (Para 8.10)

Question 9: Do you agree that the Government should continue to measure a company’s size
by reference to its balance sheet total, net turnover and average number of employees? (Para
8.12)

X Yes [ ] No [_INot sure
Please provide information in support of your answer:

For the time being this method provides the simplest and easily understood means of
determining a category.

Question 10: Do you consider that there are circumstances where the Government should
include other sources of income as net turnover for the purposes of determining company size?
(Para 8.12)

[]Yes X No [ INot sure

Please provide details of the circumstances in which you consider the option should be applied,
indicating the problem to be addressed and the costs/benefits that would arise. Information
about the number of companies affected would be useful in assessing the impact of any
change:
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Income from exceptional, extraordinary and isolated transactions may give rise to turnover
thresholds being exceeded, whilst the entities revenues derived from its normal operations
remain below the thresholds. The complications and difficulties in defining and providing for
these may

Question 11: Do you consider that there are circumstances (beyond those already in the UK
accounting framework) where it would be appropriate to require:

(a) parent undertakings to calculate their thresholds on a consolidated basis rather than an
individual basis; or

(b) “affiliated undertakings” to calculate their thresholds on a consolidated or aggregated
basis?

[]Yes X No [ INot sure

Please provide details of the circumstances to which the option should be applied, indicating
the problem to be addressed and the costs/benefits that would arise:

UK Law in its current form is adequate. The costs involved in change would not be justified in
protective measures to deal with the few who may abuse it.

Question 12: Do you consider that there are circumstances where the Government should
adopt either or both of the above provisions? (Para 8.13)

[]Yes X No [ INot sure

Please provide details of the circumstances to which the option should be applied, indicating
the problem to be addressed and the costs/benefits that would arise:

Question 13: The Accounting Directive offers an option to reduce from 13 to 8 the number of
mandatory notes required from small companies. Do you agree with the Government position
to continue to require the five notes listed at paragraph 8.187? (Para 8.19)

X Yes [ ] No [ INot sure
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If no, please provide an explanation, indicating which, if any, of the five notes you believe
should be mandatory for small companies:

Question 14: Should the requirement for these additional notes be set out in regulations or
should the need for additional notes be set out in accounting standards? (Para 8.19)

X Yes [] No [INot sure
Please provide any information to support your views:

Regulations would provide a concise and clear single point of reference.

Question 15: Do you agree that small companies should have the choice of preparing an
abbreviated balance sheet and profit and loss account if they wish? (Para 8.21)

X Yes [ ] No [INot sure
Please provide information in support of your answer:

This will for freedom of choice.

Question 16: If small companies were permitted to prepare an abbreviated balance sheet and
profit and loss account, please indicate if there are any line items which you would consider it
essential to retain to support the presentation of a true and fair view of a company’s financial
position? Please explain. (Para 8.21)

| agree with the Government proposals.

Question 17: What benefits or costs might a small company see from deciding to prepare an
abbreviated balance sheet and P&L? Evidence in support of your views would be helpful(Para
8.21)
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Whilst actual cost savings may be somewhat difficultto compute and do inevitably carry a cost
burden in themselves in order that reliable results may be obtained, the ease of comprehension
of such unambiguous summary reports would be a tangible benefit in themselves alone.

Question 18: What benefits do you believe exempting small groups from consolidation will
offer to small groups of companies? Evidence in support of your views would be helpful (Para
8.22)

It would dispense with the unnecessary costs of preparing consolidated accounts.

Question 19: Should the Government only exclude from the small company accounting regime
those public companies whose securities are traded on a regulated market? (Para 8.24)

[ ]Yes X No [_INot sure

Please explain. If no, are there any types of public companies (other than those whose trading
securities are traded on a regulated market) which should be allowed to access the small
company regime (and why)?

So long as unquoted PLC s shares and securities are not traded on any regulated markets
they should have the freedom to take advantage of the small company accounting regime.

It is more than likely that those who have ambitions to obtain a quote will arrange their financial
reporting accordingly.

Question 20: Should the Government allow small companies who are members of a group
which includes a public company to access the small companies regime? (Para 8.25)

X Yes [ ] No [INot sure

Please explain. If no, are there any circumstances in which other small companies within a
group which includes a public company should be allowed to access the small company regime
(and why)?

As in Q19
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Question 21: Should the Government only exclude from the medium-sized company regime
those public companies whose securities are traded on a regulated market? (Para 8.26)

X Yes [ 1 No [INot sure

Please explain. If no, are there any types of public companies (other than those whose
securities are traded on a regulated market) who should be allowed to access the medium-
sized companies regime (and why)?

As in Q19

Question 22: Should the Government allow companies who are members of a group which
includes a public company to access the medium-sized companies’ regime? (Para 8.26)

X Yes [ 1 No [INot sure
Please provide information in support of your answer:

As in Q19

Question 23: Do you consider that the exclusions from the dormant subsidiaries accounting
exemptions (where the subsidiary has a parent company guarantee) should be amended so
that:

a) Companies are excluded because they have securities traded on a regulated market
rather than because they are quoted companies? (Para 8.27)

X Yes [1No [INot sure
Please provide information in support of your answer:

As in Q19

b) Companies are excluded if they are part of an “ineligible group” under that definition as
amended for the purposes of the small companies accounting regime? (Para 8.27)

X Yes ] No [ INot sure

Please provide any information in support of your answer:
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Question 24: Do you agree that only permitting Formats 1 and 2 of the P&L should not impact
significantly on UK companies? (Para 8.29)

X Yes [ 1 No [_INot sure
If no, please provide an explanation for the impact (for example, which companies and in what

circumstances) and what its effects might be. Any evidence of the cost of the impact would be
welcome.

Question 25: Should the UK take advantage of this option to provide greater flexibility in the
layout(s)? (Para 8.30)

X Yes [ ] No [ INot sure

Please provide any information in support of your views here including any cost and benefits of
providing greater flexibility in the use layouts.

If sector-specific layouts are suggested, please can you provide information on the need for

such a layout within the sector, the issues the standard layouts currently present to that sector
and the nature and value of any benefits greater flexibility might bring.

Question 26: If the UK took up this option, should flexibilities be dealt with in the regulations or
In accounting standards and why? (Para 8.30)

X Yes [ 1 No [INot sure
Please provide information in support of your answer:

Regulation preferred for same reason as in Q14

Question 27: Do you agree that the legislation should enable participating interests to be
accounted for using the equity method in individual company financial statements? (Para 8.33)

X Yes ] No [ INot sure

10
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Please provide any information in support of your views, including any costs and benefits of
allowing this option:

It is agreed that it provides for greater flexibility in the preparation of financial statements and
may assist some companies in improved financial reports.

Question 28: Do you agree that the Government should provide for the 10 year maximum
period for write-off offered in the Accounting Directive? (Para 8.36)

X Yes [ ] No [ INot sure

Please provide any information in support of your views, including any reasons that the period
should be kept to 5 years, or to any alternative period:

Intangibles such as Goodwill are somewhat nebulous in nature. Their measured benefit
towards revenues are subjective and involve speculative assumption. Whether their benefit is

confined to one year or more is difficult to judge and ascertain with any degree of accuracy.
The prudent approach would be to restrict their amortisation to not more than five years.

Question 29: Do you agree that the removal of this option should take effect alongside other
changes to the UK’s financial reporting framework? (Para 8.38)

X Yes ] No [ INot sure

If no, please provide an explanation and indicate when the change should be effective and
what the reasons are for this:

The implementation of legislation in stages creates difficulties for business. Whilst it may have
been necessary for such large enactments as Companies Act 2006, it is not necessary in this
instance.

For this reason the change alongside the revised financial reporting framework is supported.

Question 30: Do you agree that the companies eligible to take advantage of the micro-entity
regime should be relieved of the obligation to prepare a Directors’ Report? What costs or
benefits would result from this change? (Para 8.42)

X Yes [ ] No [ INot sure

11
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If no, please provide information in support of your view and the value that the Directors’
Report offers to a micro-entity company:

Given the very size and nature of such entities a statement is considered superfluous.

SECTION 9: Implications for the UK’s Approach to Statutory Audit

Question 31: Do you agree that the thresholds for the small companies audit exemption should
remain unchanged for the time being i.e that the thresholds for the audit exemption should not
be increased in line with thresholds for the small company regime for accounting purposes at
this time? (Para 9.5)

X Yes ] No [ INot sure

Please provide information in support of your answer:

Question 32: Do you consider that the exclusions from the small companies audit exemption
should be amended so that:

a) Small companies are no longer excluded simply because they are public companies,

though they are excluded if they have securities admitted to trading on a regulated market?
(Para 9.10)

X Yes [1No [INot sure
If no, are there any types of public company (other than those with securities admitted to

trading on a regulated market) which should be allowed to access the small companies audit
exemption?

b) Small companies are only excluded if they are part of an “ineligible group” under this
definition as amended for the purpose of implementing changes to the small companies
accounting regime? (Para 9.10)

X Yes ] No [ INot sure

If no, are there any circumstances in which small companies that are part of an “ineligible
group” (as amended) should be allowed to access the small companies audit exemption?

12
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Question 33: Do you consider that the exclusions from the subsidiaries audit exemption
(where the subsidiary has a parent company guarantee) should be amended so that:

a) Companies are excluded because they have securities admitted to trading on a regulated
market rather than because they are quoted companies? (Para 9.10)

X Yes ] No [ INot sure

Please provide information in support of your answer:

b) Companies are excluded if they are part of an “ineligible group” under that definition as
amended for the purpose of implementing changes to the small companies accounting
regime? (Para 9.10)

X Yes [ 1 No [_INot sure

Please provide information in support of your answer:

Question 34: Do you consider that the exclusions from the dormant companies audit
exemption should be amended so that:

a) Companies are excluded if their securities are traded on a regulated market? (Para 9.11)
X Yes [ 1 No [_INot sure

Please provide information in support of your answer:

b) Companies are excluded if they are part of an “ineligible group” under that definition as
amended for the purpose of implementing the small companies accounting regime? (Para
9.11)

X Yes ] No [ INot sure

Please provide information in support of your answer:

13



Consultation on the UK implementation of the EU Accounting Directive: Chapters 1-9 Consultation response form

Question 35: Do you agree that Article 28 (2)(e) of the Audit Directive, as inserted by Article 1
paragraph 23 of the Audit Directive 2014/56/EU, should be implemented with the changes
included in the new Audit Directive? (Para 9.15)

X Yes [ ] No [ INot sure

Please provide information in support of your answer:

Question 36: Are there any other changes made to Article 28 of the Audit Directive under
Directive 2014/56/EU that you consider should be implemented at the same time as the
changes introduced with the insertion of Article 28 of the Audit Directive by Article 35 of the
Accounting Directive? (Para 9.15)

[]Yes X No [ INot sure

Please provide information in support of your answer:

Question 37: Do you agree that the regulations® should be amended to revoke the current
requirement for disclosure of fees paid to auditors of medium sized companies for non-audit
services? (Para 9.16)

[]Yes X No [INot sure
If no, are there any types of medium sized company (other than banks or insurers or those with
securities traded on a regulated market) who should be required to disclose the fees paid to

their auditor for non-audit services?

There may be situations where the company resolved to have their financial reports audited.

Question 38: Do you agree that the current requirement for disclosure by large companies of
fees they have paid to auditors for non-audit services should no longer be extended to public
companies unless they have securities traded on a regulated market? (Para 9.16)

! The Companies (Disclosure of Auditor Remuneration and Liability Limitation Agreements) Regulations 2008 (SI
2008/489)

14
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X Yes [ 1 No [INot sure
If no, are there any types of public companies (other than banks or insurers or those with

securities traded on a regulated market) who should be required to disclose the fees paid to
their auditor for non-audit services?

Question 39: Do you agree that the current requirement for disclosure by large companies of
fees they have paid to auditors for non-audit services should no longer be extended to
companies in the same group as a public company? (Para 9.16)

X Yes [ 1 No [INot sure
If no, are there any circumstances in which other small or medium sized companies within a

group which includes a public company should be required to disclose the fees paid to their
auditor for non-audit services?

Question 40: Do you consider that the current requirement for disclosure by large companies
of fees they have paid to auditors for non-audit services should continue to be extended to
medium sized and small companies that are members of ineligible groups? (Para 9.17)

X Yes [ ] No [INot sure

Please provide information in support of your response:

Question 41: Do you:

(a) agree that the regulation should be amended so that the current exemption from the
disclosure of non-audit fees paid by subsidiaries is no longer available to a subsidiary
whose auditor is not the group auditor; or

(b) think the exemption should be available to these subsidiaries where the total non-audit

service fees paid to their auditor by all the companies in the group is disclosed in the notes
to the consolidated accounts? (Para 9.20)

Xa [lb [ ] Not sure

Please provide information in support of your response:

15
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SECTION 10: Application to Charitable Companies

Question 42: Do you agree that there would be merit in specifically stating in regulations made
under company law that the information provided in the notes to the financial statements of a
company charity is not limited to the information required by the Accounting Directive? (Para
10.6)

™ Yes [ ] No [_INot sure

Please provide information in support of your view:

Question 43:Do you agree that the current flexibility in presentation of financial statements of
charities, in particular the requirement for an income and expenditure account and to adapt the
arrangement, headings and sub-heading of financial statements to reflect the special nature of
the company’s activities, should be retained? (Para 10.7)

X Yes [ 1 No [INot sure

Please provide information in support of your view:

Question 44:Do you agree that a threshold based on gross income is more appropriate than its
turnover for company charities? (Para 10.8)

X Yes [ ]No [ INot sure

Please provide information in support of your view:

16
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Thank you for taking the time to let us have your views. We do not intend to acknowledge
receipt of individual responses unless you tick the box below.

Please acknowledge this reply X
At BIS we carry out our research on many different topics and consultations. As your views are

valuable to us, would it be okay if we were to contact you again from time to time either for
research or to send through consultation documents?

X Yes [ ] No

17
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