
 

 

 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

 
 
 
20 March 2013 
 

Angela Rabess  
Alternatives to Regulation Team  
Department of Business, Innovation and Skills  
Spur 2, 3rd Floor  
1 Victoria Street  
London SW1 
 
 

Email  angela.rabess@bis.gsi.gov.uk     
 
 

Dear Ms Rabess 
 

RESPONSE OF THE INSTITUTE OF CREDIT MANAGEMENT TO: 
DEPARTMENT OF BUSINESS, INNOVATION AND SKILLS - SIMPLER FINANCIAL REPORTING 
FOR MICRO-ENTITIES: THE UK’S PROPOSAL TO IMPLEMENT THE ‘MICROS DIRECTIVE 
 

The Institute of Credit Management is the largest professional credit management organisation in Europe.  
Its members hold important, credit-related appointments throughout industry and commerce, and we 
feel it appropriate to comment on this consultation. 
 

In response to the specific questions: 
 
Question 1. Do you consider that the Government should implement all parts of the Micros-
Exemption? If not, which of the parts do you see as providing the most benefit to micro-
entities and why?  
 

No - Unsecured trade credit is the largest source of business finance and, to maintain the flow of goods 
and services on credit, financial information is a prerequisite.  Furthermore, the provision of credit 
insurance to businesses of all sizes relies on the ability for the insurer to adequately assess risk.  The 
reduction of information proposed will simply make suppliers more risk averse, stifle the supply of credit, 
and inhibit potential growth in the economy. 
 

As a point of principle it is worth noting that there is no minimum amount of paid-up share capital in the 

UK; the privilege of limited liability should surely demand that information be made available to 
stakeholders. 
 
Question 2. Are there any costs or savings associated with the implementation of the Micros-
Exemption that should be considered? Please provide examples, where possible.  
 
Some minor savings may result but, given that information is needed to manage a business, it should be 

produced and available anyway. 
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Question 3. Do you agree that removing the requirement to present prepayments and accrued 
income, and accruals and deferred income will reduce burden 

 
No - this information will still be required by banks and secured lenders, and is vital to the business 
owners and directors in order to understand the true financial position and, indeed, be certain that the 

company is solvent and they are not in danger of trading wrongfully. 
 
 

Question 4. Do you agree that removing the requirement to recognise charges other than the 
cost of raw materials and consumables, value adjustments, staff costs and tax will reduce 
burdens in the preparation of accounts for micro-entities? Please give reasons.  
 
No - reasons as per question three. 
 
Question 5. Would this approach have any implications in relation to micro-entities access to 

credit?  
 
Emphatically yes.  The burden of work to assess the credit worthiness of a company will shift towards the 
lender/creditor carrying a concomitant level of work and cost.  It will slow credit decisions down and will 
serve as an encouragement to suppliers to decline requests for credit rather than grant them.  As a result 
economic growth will be diminished. 

 

Question 6. Should any of the existing notes on the accounts be retained in addition to the 
minimum set out in the Micros Directive? If so, which notes are required as an absolute 
minimum, and why? Would the benefits outweigh the costs associated with this? Please 
provide evidence.  
 
Notes on the accounts are an integral part of the reporting package.  They add substance to the numbers 

and provide an insight that is not otherwise available.  Different stakeholders have different requirements 
and we oppose their diminution.  
 
Question 7. If the notes identified in response to Question 6 will no longer be required of small 
companies on the implementation of the New Accounting Directive, should they be retained in 
the period between implementation of the Micros Directive and implementation of the New 
Accounting Directive and, if so, why? Would the benefits outweigh the costs?  

 
Yes - as per question six. 

 
Question 8. Do you agree that this is appropriate? Would the benefits outweigh the costs? 
Please provide evidence.  
 
One of the key benefits of the directors’ report is the ability to cross reference directors and establish 

links between companies.  The inability to spot “rogue” directors and inter-company relationships would 
increase the risk to suppliers. 
 
Question 9. What do you consider to be the advantages and disadvantages of this approach? 
What are the potential cost savings this offers? Please provide evidence. 
 

Inconsistency in presentation style and/or format will make it difficult for suppliers to compare a 
company either with its previous performance or within a business sector, and such an approach will 
undermine the integrity of what little information is available. 
 
Question 10. If the above information is required in electronic format only, what do you 
consider to be the advantages and disadvantages of this approach? Would the benefits 

outweigh the costs? Please provide evidence.  

 
The use of electronic filing is clearly an aid to efficiency. 
 
Question 11. What do you consider to be the cost savings associated with producing an 
abridged balance sheet and profit and loss account compared with the existing small company 
option to file an abbreviated balance sheet and profit and loss account? Please provide 
evidence. 

 
There are no cost savings whatsoever.  In order to produce an abridged balance sheet and/or profit and 
loss account, full information has to be the source.  Indeed, it could be argued that abridging and 
abbreviating the information is more, rather than less, of a burden. 



 

The institute is fundamentally opposed to anything that reduces the amount of information readily 
available to support the granting of credit.  At a time when economic growth is a priority, the government 

should not be supporting or proposing measures that will have the opposite effect. 
 
We are particularly concerned that the definition of a micro-entity has, in balance sheet and net turnover 

terms, been increased by €100,000 and €200,000 respectively since the discussion paper issued in 
August 2011.  In our response to question six of that paper, we pointed out the significant difference 
between a very small business providing a service, mainly on a cash basis, turning over, say, up to 

 
£100,000 per annum, and a manufacturing business employing several people and turning over closer to 
£440,000.  It is ludicrous to group together such a wide range of businesses and ignore the financial 
reporting needs of both the businesses themselves and potential suppliers to them.  We would urge the 
government to review the criteria and definitions before embarking on the implementation of these 
proposals. 
 

Should you have any queries, please do not hesitate to contact me. 
 
Yours faithfully 

 

 
 
Glen Bullivant 
Chair of Technical Committee  

E-mail governance@icm.org.uk  
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