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Companies Act 1985

1985 CHAPTER 6

PART VII

ACCOUNTS AND AUDIT

CHAPTER 1

PROVISIONS APPLYING TO COMPANIES GENERALLY
Accounting records

221 Duty to keep accounting records.

(1) Every company shall keep accounting records which are sufficient to show and explain
the company’s transactions and are such as to—
(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 accounts required to be prepared
under this Part comply] with the requirements of this Act [**(and, where
applicable, of Article 4 of the IAS Regulation)].

(2) 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) arecord of the assets and liabilities of the company.

(3) If the company’s business involves dealing in goods, the accounting records shall
contain-
(a) statements of stock held by the company at the end of each financial year of
the company,
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(b) all statements of stocktakings from which any such statement of stock as is
mentioned in paragraph (a) has been or is to be prepared, and

(c) except in the case of goods sold by way of ordinary retail trade, statements of
all goods sold and purchased, showing the goods and the buyers and sellers
in sufficient detail to enable all these to be identified.

(4) A parent company which has a subsidiary undertaking in relation to which the above
requirements do not apply shall take reasonable steps to secure that the undertaking
keeps such accounting records as to enable the directors of the parent company to
ensure that [F'any accounts required to be prepared under this Part comply] with
the requirements of this Act [*(and, where applicable, of Article 4 of the IAS
Regulation)].

(5) If a company fails to comply with any provision of this section, every officer of the
company who is in default is guilty of an offence unless he shows that he acted honestly
and that in the circumstances in which the company’s business was carried on the
default was excusable.

(6) A person guilty of an offence under this section is liable to imprisonment or a fine,
or both.

Textual Amendments
F1  Words in s. 221(1)(b)(4) substituted (12.11.2004 with effect as mentioned in reg. 1(2) of the amending
S.1.) by The Companies Act 1985 (International Accounting Standards and Other Accounting
Amendments) Regulations 2004 (S.1. 2004/2947), reg. 3, Sch. 1 para. 4(a)
F2  Words ins. 221(1)(b)(4) inserted (12.11.2004 with effect as mentioned in reg. 1(2) of the amending
S.1.) by The Companies Act 1985 (International Accounting Standards and Other Accounting
Amendments) Regulations 2004 (S.1. 2004/2947), reg. 3, Sch. 1 para. 4(b)

Modifications etc. (not altering text)
C1 S.221 excluded (coming into force in accordance with s. 3 of the amending Act) by 1999 c. iv, ss. 3,
7(5)

[°222 Where and for how long records to be kept.

(1) 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 shall be such as to—
(a) disclose with reasonable accuracy the financial position of the business in
question at intervals of not more than six months, and
(b) enable the directors to ensure that [*the accounts required to be prepared

under this Part] comply with the requirements of this Act [(and, where
applicable, Article 4 of the IAS Regulation)].

(4) If a company fails to comply with any provision of subsections (1) to (3), every officer
of the company who is in default is guilty of an offence, and liable to imprisonment
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or a fine or both, unless he shows that he acted honestly and that in the circumstances
in which the company’s business was carried on the default was excusable.

(5) 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 three years from the date on which they
are made, and
(b) in the case of a public company, for six years from the date on which they
are made.

This is subject to any provision contained in rules made under section 411 of the
Insolvency Act 1986 (company insolvency rules).

(6) An officer of a company is guilty of an offence, and liable to imprisonment or a fine or
both, if he fails to take all reasonable steps for securing compliance by the company
with subsection (5) or intentionally causes any default by the company under that
subsection.]

Textual Amendments

F3  New ss. 221, 222 inserted (subject to the saving and transitional provisions in S.I. 1990/355, arts. 6-9,
Sch. 2), by Companies Act 1989 (c. 40, SIF 27), ss. 1, 2, 213(2) as part of the text inserted in place of
ss. 221-262 (as mentioned in s. 1(a) of the 1989 Act)

F4  Words in s. 222(3)(b) substituted (12.11.2004 with effect as mentioned in reg. 1(2) of the amending
S.1.) by The Companies Act 1985 (International Accounting Standards and Other Accounting
Amendments) Regulations 2004 (S.1. 2004/2947), reg. 3, Sch. 1 para. 5(a)

F5  Words in s. 222(3)(b) inserted (12.11.2004 with effect as mentioned in reg. 1(2) of the amending
S.1.) by The Companies Act 1985 (International Accounting Standards and Other Accounting
Amendments) Regulations 2004 (S.I. 2004/2947), reg. 3, Sch. 1 para. 5(b)

Modifications etc. (not altering text)
C2  S.222 extended by S.I. 1986/304, rule 6
C3  S.222 applied by S.I. 1986/385, rule 6
C4  S.222(2) modified by S.I. 1985/724, reg. 6(5)

A company's financial year and accounting reference periods

223 A company’s financial year.
(1) A company’s “financial year” is determined as follows.

(2) Its first financial year begins with the first day of its first accounting reference period
and ends with the last day of that period or such other date, not more than seven days
before or after the end of that period, as the directors may determine.

(3) Subsequent financial years begin with the day immediately following the end of the
company’s previous financial year and end with the last day of its next accounting
reference period or such other date, not more than seven days before or after the end
of that period, as the directors may determine.

(4) In relation to an undertaking which is not a company, references in this Act to its
financial year are to any period in respect of which a profit and loss account of the
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undertaking is required to be made up (by its constitution or by the law under which
it is established), whether that period is a year or not.

(5) The directors of a parent company shall secure that, except where in their opinion there
are good reasons against it, the financial year of each of its subsidiary undertakings
coincides with the company’s own financial year.

Modifications etc. (not altering text)
C5  S.223 applied (E.W.) (prosp.) by Charities Act 1992 (c. 41), ss. 1(1), 79(2).
S. 223 applied (E.W.)(temporarily) (1.8.1993) by 1993 c. 10, s. 99(1)(3)(4), Sch. 8 Pt.II
C6  S.223(4) applied (with modifications) (6.3.1997) by S.I. 1997/648, reg. 3(2), Sch. 1 para. 4(1)(a)(ii)

[224 Accounting reference periods and accounting reference date.

(1) A company’s accounting reference periods are determined according to its accounting
reference date.

(2) A company ["incorporated before 1st April 1996] may, at any time before the end of
the period of nine months beginning with the date of its incorporation, by notice in the
prescribed form given to the registrar specify its accounting reference date, that is, the
date on which its accounting reference period ends in each calendar year.

(3) Failing such notice, ["*the accounting reference date of such a company] is—
(a) in the case of a company incorporated before [*1st April 1990], 31st March;

(b) in the case of a company incorporated after [*"’1st April 1990], the last day of
the month in which the anniversary of its incorporation falls.

| The accounting reference date of a company incorporated on or after 1st April 1996

"1(3A) is the last day of the month in which the anniversary of its incorporation falls.]

(4) A company’s first accounting reference period is the period of more than six months,
but not more than 18 months, beginning with the date of its incorporation and ending
with its accounting reference date.

(5) Its subsequent accounting reference periods are successiveperiods of twelve months
beginning immediately after the end of the previous accounting reference period and
ending with its accounting reference date.

(6) This section has effect subject to the provisions of section 225 relating to the alteration
of accounting reference dates and the consequences of such alteration.]

Textual Amendments

F6  New ss. 223-225 inserted (subject to the saving and transitional provisions in S.I. 1990/355, arts. 6-9,
Sch. 2, by Companies Act 1989 (c. 40, SIF 27), ss. 1, 3, 213(2) as part of the text inserted in place of
ss. 221-262 (as mentioned in s. 1(a) of the 1989 Act)

F7  Words in s. 224(2) inserted (1.4.1996) by S.I. 1996/189, reg. 2(2)

F8  Words in s. 224(3) substituted (1.4.1996) by S.1. 1996/189, reg. 2(3)

F9  Words substituted by S.1. 1990/355, art. 15(a)

F10 Words substituted by S.I. 1990/355, art. 15(b)

F11 S.224(3A) inserted (1.4.1996) by S.1. 1996/189, reg. 2(4)
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Modifications etc. (not altering text)
C7  S.224(4) modified by Trustee Savings Bank Act 1985 (c. 58, SIF 110), s. 3, Sch. 1 para. 6(3)
S. 224(4) modified (27. 12. 1991) by S.I. 1991/2908, art. 2, Sch. para. 4(2)

[?225 Alteration of accounting reference date.

(1) A company may by notice in the prescribed form given to the registrar specify a new
accounting reference date [**having effect in relation to -

(a) the company’s current accounting reference period and subsequent periods; or
(b) the company’s previous accounting reference period and subsequent periods.

A company’s “previous accounting reference period” means that immediately
preceding its current accounting reference period.]

(3) The notice shall state whether the current or previous accounting reference period—

(a) is to be shortened, so as to come to an end on the first occasion on which the
new accounting reference date falls or fell after the beginning of the period, or

(b) is to be extended, so as to come to an end on the second occasion on which
that date falls or fell after the beginning of the period.

(4) A notice under subsection (1) stating that the current ["'‘or previous] accounting
reference period is to be extended is ineffective, except as mentioned below, if given
less than five years after the end of an earlier accounting reference period of the
company which was extended by virtue of this section.

This subsection does not apply—

(a) [*"to a notice given by a company which is a subsidiary undertaking or parent
undertaking of another EEA undertaking if the new accounting reference date
coincides with that of the other EEA undertaking or, where that undertaking is not
a company, with the last day of its financial year, or]

(b) where ["'°the company is in administration] under Part II of the Insolvency Act
1986,

or where the Secretary of State directs that it should not apply, which he may do with
respect to a notice which has been given or which may be given.

(5) A notice under [*subsection (1)]may not be given [*'*in respect of a previous
accounting reference period]if the period allowed for laying and delivering accounts
and reports in relation to [*"’that period] has already expired.

(6) ["**A company’s accounting reference period may not in any case, unless the company
is in administration] under Part II of the Insolvency Act 1986, be extended so as
to exceed 18 months and a notice under this section is ineffective if the current or
previous accounting reference period as extended in accordance with the notice would
exceed that limit.]

[?'(7) In this section “EEA undertaking” means an undertaking established under the law of

any part of the United Kingdom or the law of any other EEA State.]
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Textual Amendments

F12 New ss. 223-225 inserted (subject to the saving and transitional provisions in S.I. 1990/355, arts. 6-9,
Sch. 2, by Companies Act 1989 (c. 40, SIF 27), ss. 1, 3, 213(2) as part of the text inserted in place of
ss. 221-262 (as mentioned in s. 1(a) of the 1989 Act)

F13 S.225(1)(a)(b) and words preceding and subsequent to them substituted (1.4.1996) for words in s.
225(1) by S.I. 1996/189, reg. 3(2)

F14 Words in s. 225(3) inserted (1.4.1996) by S.I. 1996/189, reg. 3(4)(a)

F15 S.225(4)(a) substituted (1.4.1996) by S.I. 1996/189, reg. 3(4)(b)

F16 Words in s. 225(4) substituted (15.9.2003) by Enterprise Act 2002 (c. 40), ss. 248, 279, Sch. 17 para.
4(a) (with s. 249(1)-(3)); S.I. 2003/2093, art. 2(1), Sch. 1 (subject to transitional provisions in arts. 3-8
(as amended by S.1. 2003/2332, S.1. 2003/3340))

F17 Words in s. 225(5) substituted (1.4.1996) by S.1. 1996/189, reg. 3(5)(a)

F18 Words in s. 225(5) inserted (1.4.1996) by S.I. 1996/189, reg. 3(5)(b)

F19 Words in s. 225(5) substituted (1.4.1996) by 1996/189, reg. 3(5)(c)

F20 Words in s. 225(6) substituted (15.9.2003) by Enterprise Act 2002 (c. 40), ss. 248, 279, Sch. 17 para.
4(b) (with s. 249(1)-(3)); S.I. 2003/2093, art. 2(1), Sch. 1 (subject to transitional provisions in arts. 3-8
(as amended by S.1. 2003/2332, S.1. 2003/3340))

F21 S.225(7) inserted (1.4.1996) by 1996/189, reg. 3(6)

Annual accounts

[F**226 Duty to prepare individual accounts.

(1) The directors of every company shall prepare accounts for the company for each of
its financial years.

Those accounts are referred to in this Part as the company’s “individual
accounts”.

(2) A company’s individual accounts may be prepared—
(a) in accordance with section 226A (“Companies Act individual accounts”), or

(b) in accordance with international accounting standards (“IAS individual
accounts”).

This subsection is subject to the following provisions of this section and section 227C
(consistency of accounts).

(3) The individual accounts of a company that is a charity must be Companies Act
individual accounts.

(4) After the first financial year in which the directors of a company prepare 1AS
individual accounts (“the first [AS year”), all subsequent individual accounts of the
company must be prepared in accordance with international accounting standards
unless there is a relevant change of circumstance.

(5) There is a relevant change of circumstance if, at any time during or after the first IAS
year—
(a) the company becomes a subsidiary undertaking of another undertaking that
does not prepare IAS individual accounts,
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(b) the company ceases to be a company with securities admitted to trading on
a regulated market, or

(c) a parent undertaking of the company ceases to be an undertaking with
securities admitted to trading on a regulated market.

In this subsection “regulated market” has the same meaning as it has in
Council Directive 93/22/EEC on investment services in the securities field.

(6) If, having changed to preparing Companies Act individual accounts following a
relevant change of circumstance, the directors again prepare IAS individual accounts
for the company, subsections (4) and (5) apply again as if the first financial year for
which such accounts are again prepared were the first [AS year.]

Textual Amendments
F22 Ss. 226-227C substituted (12.11.2004 with effect as mentioned in reg. 1(2) of the amending S.I.) for
ss. 226, 227 by The Companies Act 1985 (International Accounting Standards and Other Accounting
Amendments) Regulations 2004 (S.1. 2004/2947), reg. 2
F23 0.J.L141 of 11.6.1993 page 27, as last amended by Directive 2000/64/EEC of the European
Parliament and of the Council (O.J. L290 of 17.11.2000, page 27).

Modifications etc. (not altering text)
C8  S. 226 modified (femp.) (in force in accordance with s. 3 of the amending Act) by 1999 c. iv, ss. 3, 7(6)
C9  Ss. 226-237 extended (with modifications) (19.12.1993) by S.I. 1993/3245, reg.3
C10 S.226(1)(2)(a) applied (with modifications) (31.12.2004) by The Insurance Accounts Directive
(Lloyd's Syndicate and Aggregate Accounts) Regulations 2004 (S.1. 2004/3219), reg. 3(4)(a), Sch.

226A Companies Act individual accounts

(1) Companies Act individual accounts must comprise—
(a) abalance sheet as at the last day of the financial year, and
(b) a profit and loss account.

(2) The balance sheet must give a true and fair view of the state of affairs of the company
as at the end of the financial year; and the profit and loss account must give a true and
fair view of the profit or loss of the company for the financial year.

(3) Companies Act individual accounts must comply with the provisions of Schedule 4 as
to the form and content of the balance sheet and profit and loss account and additional
information to be provided by way of notes to the accounts.

(4) Where compliance with the provisions of that Schedule, and the other provisions of
this Act as to the matters to be included in a company’s individual accounts or in notes
to those accounts, would not be sufficient to give a true and fair view, the necessary
additional information must be given in the accounts or in a note to them.

(5) If in special circumstances compliance with any of those provisions is inconsistent
with the requirement to give a true and fair view, the directors must depart from that
provision to the extent necessary to give a true and fair view.

(6) Particulars of any such departure, the reasons for it and its effect must be given in a
note to the accounts.
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Modifications etc. (not altering text)
C11 S. 226A applied (with modifications) (31.12.2004) by The Insurance Accounts Directive (Lloyd's
Syndicate and Aggregate Accounts) Regulations 2004 (S.1. 2004/3219), reg. 3(4)(a), Sch.

226B IAS individual accounts

Where the directors of a company prepare IAS individual accounts, they must state in
the notes to those accounts that the accounts have been prepared in accordance with
international accounting standards.

[**227 Duty to prepare group accounts.

(1) If at the end of a financial year a company is a parent company the directors, as well
as preparing individual accounts for the year, shall prepare consolidated accounts for
the group for the year.

Those accounts are referred to in this Part as the company’s “group
accounts”.

(2) The group accounts of certain parent companies are required by Article 4 of the IAS
Regulation to be prepared in accordance with international accounting standards (“IAS
group accounts”).

(3) The group accounts of other companies may be prepared—
(a) in accordance with section 227A (“Companies Act group accounts”), or

(b) in accordance with international accounting standards (“IAS group
accounts”).

This subsection is subject to the following provisions of this section.

(4) The group accounts of a parent company that is a charity must be Companies Act
group accounts.

(5) After the first financial year in which the directors of a parent company prepare IAS
group accounts (“the first IAS year”), all subsequent group accounts of the company
must be prepared in accordance with international accounting standards unless there
is a relevant change of circumstance.

(6) There is a relevant change of circumstance if, at any time during or after the first IAS
year—
(a) the company becomes a subsidiary undertaking of another undertaking that
does not prepare IAS group accounts,
(b) the company ceases to be a company with securities admitted to trading on
a regulated market, or
(c) a parent undertaking of the company ceases to be an undertaking with
securities admitted to trading on a regulated market.
In this subsection “regulated market” has the same meaning as it has in
Council Directive 93/22/EEC on investment services in the securities field.

(7) If, having changed to preparing Companies Act group accounts following a relevant
change of circumstance, the directors again prepare [IAS group accounts for the
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