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Companies Act 1985
1985 CHAPTER 6

PART VII

ACCOUNTS AND AUDIT

CHAPTER II

EXEMPTIONS, EXCEPTIONS AND SPECIAL PROVISIONS

[F1Exemptions from audit for certain categories of small company]

F1249A Exemptions from audit

(1) Subject to section 249B, a company which meets the total exemption conditions set
out below in respect of a financial year is exempt from the provisions of this Part
relating to the audit of accounts in respect of that year.

(2) Subject to section 249B, a company which meets the report conditions set out below
in respect of a financial year is exempt from the provisions of this Part relating to
the audit of accounts in respect of that year if the directors cause a report in respect
of the company’s individual accounts for that year to be prepared in accordance with
section 249C and made to the company’s members.

(3) The total exemption conditions are met by a company in respect of a financial year if—
(a) it qualifies as a small company in relation to that year for the purposes of

section 246,
(b) its turnover in that year is not more than £90,000, and
(c) its balance sheet total for that year is not more than £1.4 million.

(4) The report conditions are met by a company in respect of a financial year if—
(a) it qualifies as a small company in relation to that year for the purposes of

section 246,
(b) its turnover in that year is more than £90,000 but not more than £350,000, and
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(c) its balance sheet total for that year is not more than £1.4 million.

(5) In relation to any company which is a charity—
(a) subsection (3)(b) shall have effect with the substitution for the reference to

turnover of a reference to gross income, and
(b) subsection (4)(b) shall have effect with the substitution—

(i) for the reference to turnover of a reference to gross income, and
(ii) for the reference to £350,000 of a reference to £250,000.

(6) For a period which is a company’s financial year but not in fact a year the maximum
figures for turnover or gross income shall be proportionately adjusted.

[F2(6A) A company is entitled to the exemption conferred by subsection (1) or (2)
notwithstanding that it falls within paragraph (a) or (b) of section 250(1).]

(7) In this section—

“balance sheet total" has the meaning given by section 247(5), and

“gross income" means the company’s income from all sources, as shown in the
company’s income and expenditure account
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