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Continuation 2

ACCOMPANYING NOTE - COMPANIES ACT REGULATIONS ON DISCLOSURE OF AUDITOR REMUNERATION AND LIABILITY LIMITATION AGREEMENTS

Part 16 of the Companies Act 2006 contains provisions for the Secretary of State to make regulations requiring companies to disclose services provided by their auditor (including the fees for those services) and liability limitation agreements with their auditor. 
A draft of these Regulations, updating the current Disclosure of Auditor Remuneration Regulations (SI 2005/2417) and setting out new provisions on disclosure of Liability Limitation Agreements was published on the BERR website for comment in July 2007. A summary of the responses is set out in the Government’s response statement on the consultation on the regulations to implement the Audit Directive. This is available at www.berr.gov.uk/consultations/closedwithresponse/index.html.

As discussed in that response statement, the Government accepts the argument that the detailed drafting of the Regulations (which largely repeats that of the 2005 Regulations) has had the result that trivial transactions must be reported and therefore recorded. This can act as an obstacle to audit partners’ involvement in wider activities unrelated to their audit practice. The Government therefore proposes to make a minor change to the Regulations to alleviate this and is therefore publishing for a further short consultation an amended draft of these Regulations. Except for some minor drafting changes, this draft differs from the previous one only in that it exempts from the disclosure requirement small scale services provided by associates who are only distantly connected with the auditor. 
The new provision is at paragraph (6) of regulation 5, which will exempt from disclosure certain small scale services provided by a distant associate. The definition of distant associate is set out in paragraph 4 of Schedule 1.

The draft regulations are open for comment until 31 January 2008. 

Comments, should be sent, preferably by e-mail, to:

AuditDirective@berr.gsi.gov.uk
or by post to:

Jim Bellingham, 

Corporate Law and Governance Directorate

Department for Business, Enterprise and Regulatory Reform

1 Victoria Street

LONDON SW1H 0ET

Confidentiality: Your response may be made publicly available. If you do not want all or part of your response made public, please state this clearly in the response. 

We will handle any personal data you provide appropriately in accordance with the Data Protection Act 1998.

