Circular No. 25 @ 2.1.2007

EU 4th and 7th Directive on Company Accounts

The Government of Gibraltar has now published the Acts which will
transpose into Gibraltar law European directives on company accounts and
consolidate accounts

¥ Ord 28 of 1999 Gaz No 3133 of 28/10/99 Companies (Conlidated Accounts) Act 1999
wef 1.4.2000

¥ Ord 29 of 1999Gaz No 3133 of 28/10/99 Companies (Accounts) Act 1999 wef 1.4.2000
¥ LN 138 of 1999 Gaz No 3133 of 28/10/99 broughtinto effect Partnerships and Unlimited
Companies (Account) Regulation 1999 wef 1.4.2000

Theprindple features of these Ordinances are as follows:-

Companies (Accounts) Act 1999

Commencement - The Ordinance will come into effect on 1¢ April 2000and will apply to
accountin respect of each finandal year commencing on or after 1 April 2000

Scope - The Act appliesto all limited companies except those which are non-profit making
or licenced banksand insurance companies

True and fair - Annual accounts must be drawn up in accordance with the Act and must
give atrueandfair view of the Companies assets, liabilities, finandal postion and profit or
loss

The Act prescribes the accouning prindples to be obsrved in prepaing the annud
account, the layout of the baance sheet and profit and loss accountand the content of the
notes to the account

Director@ reports - matters to be disclosed in the directors; report are laid down and

indudes, inter-alia, a review of the development of the company@ busness, important
events which have occurred duringthefinandal year and are likely to future developments.
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Filing of accounts - companies are classified as small, medium-sized or large Documents
to befiled at the Companies Registry vary according to ther classification;-

¥ Large companies - to file full account induding the baance sheet, profit and loss
account notes, directorsOrepart and auditorsOreport

¥ Medium-sized companies - filing as for large companies except that the profit and loss
accountmay bein abridged format

¥ Small companies - required to file abridged baance sheet only

Filing due dates - the relevant doauments mug be filed within 13 months of the finanaal
year end in the case of a private company and 10 month of thefinandal year in the case of
apublic company. If thefinandal year-end is the company@first then the period allowed is
the greater of 18 months from the date of incorporation or 13 months from the end of that
finanda year.

If a company chooss the 314 of March 2001 as the beginning of its finandal year, its
finandal year endson the 30th March 2002and it then has 13 monthsto file the accounts.
It hastill theend of April 2003to file accounts

Penalties - If thefiling requirements are not complied with before the end of the relevant
period the company and every officer of the company who is in default is guilty of an
offence and liable to pay afixed pendty as described in sub section (3) to the Minister or
onsummary convictionto afineupto level 3 onthe standard scale.

The Registrar may, within 6 months of the end of the relevant period ascertained in
accordance with section 14, inform the Minister tha a company or an officer of the
company has failed to comply with a requirement of section 9 or 10.

The minister may, on receipt of the information described in sub section (2), issue a notice,
in such form as he may decide, requiring the company or an officer of thecompany to pay a
pendty of £10Q

A company or an officer of the company served with a notice as described in sub section
(3) may pay the amount of the pendty within one month of its receipt; in such a case no
further proceedingsshdl be taken againg tha company or officers in respect of the failure
to comply for which the notice was issued, provided that the failure to comply is remedied
within 12 month of thedate of payment of the penalty.

If the company or an officer of the company served with a notice as described in sub-
section (3) fails to pay theamountof the pendty specified within onemonth of receipt, that
company or officer may be proceeded aganst for the offence of failure to comply with a
requirement of section 9 or 10.



Definitions - companies are classified by size according to thefollowing parameters

Small Medium-sized Large
Net Turnove up to £4.8 million upto £192 mill over £192 mill
(pro-rated if more than
or lessthan ayear)
Balance sheet total upto £24 million upto £9.6 mill  over £9.6 mill
(total assets)
Average number of upto 50 upto 250 ove 250

personsemployed

Basically a company mug fall within two out of three parameters in the finandal year in
guestion and the preceding year in order to be classified as smal or medium-sized .
However, if a company exceeds or ceases to exceed the limits of more than one of the
paameters it will continue to qudify for the relevant year unless it occurs in two
conecutive years. For anewly incorporated company the conditionsneed only bemet inits
first finandal year.

Audit requirement - All limited companies mug appoint auditors and have their accounts
audited except small companies which do not have income liable to assessment for tax
unde the Income Tax Act or trade or transact busness in Gibraltar in such away asis
likely to generate such income in the future. Therefore all local limited trading
companies will continue to requirean audit, but small exempt companieswill not.

Other exemptions - in certain circumstances a company may be exempted from preparing
audited account, provided all the members agree. However, the parent undetaking must
be subject to the laws of an EEA member state, it must guaantee the commitments of the
company and it must indude the latter in its conlidated accounts. The conlidated
accounts mug befiled.

Currency - The accounts of the company may be prepared in the currency of its share
capital and/or in Euro

Companies (Consolidated Accounts) Act 1999

Commencement - The Act will come into effect on 1¢ April 2000 and will apply to
accountsin respect of each finandal year commencing on or after 1 April 2000

Scope - The Act requires tha limited companies with subsidiary undetakings prepare
conlidaed accouns. These accounts mug indude a consolidaed profit and loss account
aconlidated bdance sheet and notes. They mug give atrueand fair view.

The Act provides definition of parent and subsdiary undetakings and groups and
prescribes the methodsto be applied in accouning for the group, the format of the group
accounts and the necessary disclosures. It aso prescribes disclosures in respect of
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subsdiary and other undetakingsfor those companies which are not required to prepare
group accouns,

Definitions - Groupsare classified according to the following paameters.

Small group Medium-sized group
Tumove upto £4.8 mill net* up to £192 mill net*
or £5.76 mill gross or £ 23.04 mill gross
Aggregae bdance upto £2.4 mill net* upto £ 9.6 mill ne*
sheet total or £ 2.88 mill gross or £1152mill gross
Total number of upto 50 upto 250

employees

* net of conlidation set offs and adjugments

In order to qudify as small or medium-sized the group mug fall within two of the three
paameters listed abovein the finandal year in question and the preceding year. The rule
for applying the criteria are similar to those for establishing the size classification of an
individule company (see above. All other groupsare treated as large.

Exemptions - Small and medium-sized groupsneed not prepare group account unless they
indudea listed company, a bank or an insurance company. If advantage is to be taken of
this exemption by a medium-sized company then the auditors mus confirm tha they are so
entitled.

Other exemptions - A company is not required to prepare group accouns if it isitself a
subsdiary of a parent undetaking established unde the law of an EEA membe state
provided certain conditionsare met

Partnership and Unlimited Companies (Accounts) Regulations 199

These regulations complete the transpostion in Gibraltar of the 4th and 7th Company Law
Directives. They provide tha patnerships and unlimited companies mug file accounss at the
Companies Registry (in accordance with the Companies (Accounts) Act 1999 if al thee
members have limited liability.



