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THE TRUE AND FAIR accounting concept should
be used to override compliance with reporting
standards in exceptional circumstances, the UK's
reporting watchdog has sad.

In a statement, the FRC reconfirmed that the
presentation of a true and fair view remains a
fundamental requirement of financial reporting and
said that, in the "vast majority" of cases, a true and
fair view will be achieved by compliance with
accounting standards.

However, where compliance with an accounting
standard would result in accounts being so
misleading that they would conflict with the

objectives of financial statements, the standard should be overridden, the FRC said.

"The requirement to present a true and fair view in financial statements is enshrined in EU and UK law. This
statement confirms the fundamental importance of this concept to UK GAAP and IFRS," said Stephen Haddrill
[pictured], chief executive of the FRC.

The concept of true and fair - whereby directors must consider whether, taken in the round, the financial
statements that they approve are appropriate - is enshrined in UK law and came into conflict with international
accounting rules last year when a group of investors questioned the legality of IFRS.

Doubts were raised by Lincoln's Inn counsel George Bompas QC, who identified inconsistencies between IFRS
and existing company law, suggesting that company directors must override the standards in order to comply
with competing legislation.

In October 2013, the FRC and BIS dismissed claims that IFRS conflict with UK company as misguided" and
published a legal opinion from Martin Moore QC that found that IFRS are legally binding and achieves a true and
fair view in financial statements and could, in most instances, be achieved by complying with the rules.

"The new statement reflects developments in UK GAAP, the now finalised European audit legislation, the legal
advice obtained and published by the FRC in October 2013, and feedback from stakeholders seeking clarity as
to the primary requirement to present a true and fair view," the FRC said.
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