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• LEARINING Outcome1: understand the 
regulatory framework for financial 
reporting



The basic syllabus

• 1. Understand the regulatory framework 
for financial reporting.

• 2.Be able to prepare financial statements 
from complete or incomplete records.

• 3.Be able to present financial information 
in accepted formats for publication.

• 4. Be able to interpret financial 
statements.



LEARNING OUTCOMES

• Understand the regulatory framework for financial 

reporting.

• At the end of the class the students should be able to:

• 1. 3 Assess the implications for users 



overview

• Businesses can choose from many different 
models, styles and types of growth, but they 
are still structured and directed by 
government regulation. A large number of 
laws affect businesses, defining illegality and 
misconduct or setting financial and 
operational codes for a business to follow. 
The many business laws can be divided into 
several primary groups, depending on what 
aspect of the business they affect.



Companies act 1985

• The companies Act is an Act of Parliament which 
regulates the workings of companies, stating the 
legal limits within which companies may do their 
business. The following are key components of 
the act :-

• (1) Every company shall cause accounting 
records to be kept in accordance with this 
section.

• (2) The accounting records shall be sufficient to 
show and explain the company's transactions, 
and shall be such as to:



Companies act 1985

• (a) disclose with reasonable accuracy, at any time, the 
financial position of the company at that time, and

• (b) enable the directors to ensure that any balance sheet 
and profit and loss account prepared under this Part 
comply with the requirements of this Act as to the form 
and content of company accounts and otherwise.

• (3) The accounting records shall in particular contain-

• (a) entries from day to day of all sums of money received 
and expended by the company, and the matters in 
respect of which the receipt and expenditure takes place, 
and

• (b) a record of the assets and liabilities of the company.



Companies act 1985

• -(1) Subject as follows, a company's accounting records shall 
be kept at its registered office or such other place as the 
directors think fit, and shall at all times be open to inspection 
by the company's officers.

• (2) If accounting records are kept at a place outside Great 
Britain, accounts and returns with respect to the business 
dealt with in the accounting records so kept shall be sent to, 
and kept at, a place in Great Britain, and shall at all times be 
open to such inspection.

• (3) The accounts and returns to be sent to Great Britain in 
accordance with subsection (2) shall be such as to-

• (a) disclose with reasonable accuracy the financial position of 
the business in question at intervals of not more than 6 
months, and



Companies act 1985

• (b) enable the directors to ensure that the company's balance 
sheet and profit and loss account comply with the 
requirements of this Act as to the form and content of 
company accounts and otherwise.

• (4) Accounting records which a company is required by section 
221 to keep shall be preserved by it-

• (a) in the case of a private company, for 3 years from the date 
on which they are made, and

• (b) in the case of a public company, for 6 years from that date.

• This is subject to any direction with respect to the disposal of 
records given under winding-up rules under section 663



COMPANIES ACT 1989

• The Companies Act 1989 introduced a number 
of changes and amendments to several Acts of 
Parliament concerning UK company law, 
including the Companies Act 1985, the Company 
Securities Act 1985, the Financial Services Act 
1986, the Fair Trading Act 1973, the 
Policyholders Protection Act 1975, and the 
Company Directors Disqualification Act 1986. 
Like the previous Companies Act 1985 this one 
was also designed to consolidate existing 
legislation and it incorporated some directives 
already found in the European Union.



COMPANIES ACT 1989

• Here are a few ways this act amended and improved upon 
previous enactments:

• Made changes to laws governing company accounts

• Introduced new provisions regarding company auditor 
eligibility.

• Amended laws set forth in the Companies Act 1985, 
particularly with respect to ‘powers to obtain information’ and 
investigation procedures.

• Conferred new powers exercisable to provide assistance to 
regulatory authorities  overseas.

• Introduced new provisions regarding the registration of 
company charges.



COMPANIES ACT 2006
• The Companies Acts which govern how UK limited companies 

operate have existed for over 150 years in various forms. The 
Companies Act 2006 is the latest legislation to update and 
modernise company law to allow companies more freedom to 
operate.

• The latest Companies Act 2006 has introduced some significant 
changes including-

• - Changes to the way companies are registered
• - Changes to the requirement for company secretaries to be 

appointed
• - Introduction of model Articles
• - Introduction of a Statement of Capital
• - Restrictions on Corporate Directors
• - Introduction of Director’s service addresses
• - New Companies House forms and new names for the forms
• - Reduction in time premitted to file accounts



PARTNERSHIP ACT 1890

• A partnership is established whenever two or more 
people set up in business together with the intention 
of sharing profits and losses and do not form either 
a limited company or a Limited Liability Partnership 
(LLP). Even if they do not intend to form a 
partnership, if they enter into this type of 
relationship a partnership is formed.

• Partnerships formed under the Act are often 
unwieldy and can lead to disputes between partners. 
For instance, under the default provisions of the Act:

• A partner is not obligated to participate in the 
running of the business in any way, which means 
that they do not have to turn up to work.



PARTNERSHIP ACT 1890

• A partner is not obligated to participate in the 
running of the business in any way, which means 
that they do not have to turn up to work.

• Partners receive an equal share of the profits of the 
business, no matter how much time of effort they 
have put into it.

• Partners cannot retire. If a partner dies or decides to 
leave the partnership, the partnership must be 
dissolved, assets distributed equally, and then a new 
partnership (or other business) created. The process 
is by no means simple, and can be extremely costly.

• Partners cannot be expelled from a partnership.



PARTNERSHIP ACT 1890

•However, many of these potential 
stumbling blocks can be removed by 
entering into a Partnership 
Agreement or Deed. An arrangement 
of this kind lets the partners specify 
the exact nature of their entitlements 
and obligations, and can go a long 
way to helping to ensure that the 
business runs smoothly in the future.



PARTNERSHIP ACT 1890

• Unlike an LLP or a limited company, a 
partnership is not treated as a separate legal 
entity, which means that each partner is jointly 
liable for any debts of the partnership and is 
jointly and severally liable for loss or damage 
arising from wrongful acts or omissions of any 
partner. It has, however, the advantage that the 
partners will be taxed more favourably, as they 
are regarded as self-employed rather than as 
employees.



EUROPEAN DIRECTIVES

• An EU Directive is a form of legislation that is 
"directed" at the Member States. It will set out the 
objective or policy which needs to be attained. The 
Member States must then pass the relevant domestic 
legislation to give effect to the terms of the Directive 
within a time frame set in the directive, usually two 
years.

• Directives are often used to help enforce the free 
trade, free movement and competition rules across 
the EU.   They can also be used to establish common 
social policies, and thus can affect employment issues, 
labour law, working conditions, and health and safety. 
They can therefore they can significantly affect 
businesses.



EUROPEAN DIRECTIVES

• For example, directives which directly affect 
businesses, enacted through domestic legislation in 
the UK, include:

• The Working Time Regulations, which implement the 
Working Time Directive.

• The Equal Pay Act 1970 (Amendment) Regulations 
2003, which implements the Equal Pay Directive.

• The Transfer of Undertakings (Protection of 
Employment) Regulations 1981, which enacts a 
Directive.



EUROPEAN DIRECTIVES

• Directives can be used to set minimum EU standards to 
be applied at national level, but also leave member 
states free to apply more stringent national measures, 
provided these do not conflict with free movement and 
free market rules.

• For example, the Waste Water Directive sets out 
minimum standards for the treatment of water and 
sewerage, but member states can, and often do, apply 
higher standards than those minimum requirements set 
out in the directive.

• EU Directives, once adopted and passed into EU law can 
also have legal force even when not yet enacted in 
national legislation.
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