
5.2 THE REGULATORY FRAMEWORK OF ACCOUNTING (section 8.2)  (H.L only)  

 

This section is for higher level only. It refers to the nature and objectives of the regulation of financial 

reporting.  

 

Students should have an understanding of the financial reporting environment applicable to 

companies. Regulation has taken a variety of forms and has come from different sources. The term 

regulation encompasses the activities of government, the European Union, the accountancy 

profession and the stock exchange. Regulation is defined as the imposition of constraints on the 

preparation, content and form of external financial reports and its primary objective is to ensure 

adequate disclosure of accounting information to external users of financial reports.  

 

This is an entirely new section and there is no equivalent part in the old syllabus. It is not necessary 

to introduce students to these aspects at the start of the course – in fact there is a lot of merit in 

leaving them until well into second year when the students increased knowledge and maturity will 

assist in any discussion of the broad and current issues involved. It would be useful if students were 

familiar with this area before studying Cash Flow Statements and Appreciation of Annual Reports 

of Public Limited Companies.  

 

 

Predominant regulatory bodies 

 

• Regulation by government 

• Statutory requirement to produce and publish final accounts 

• Requirement to file accounts 

• Classification of companies into small, medium and large 

• Distinction between shareholders accounts and accounts for filing. 

 

Regulation by the European Union 

• Programme of harmonisation of accounting 

• Role of EU directives 

 

Regulation by the accountancy profession 

• Origins of regulation by the accountancy profession 

• Statements issued by the accountancy profession – statements of standard accounting practice 

and financial reporting standards 

• Accounting standard setting mechanism in operation in Ireland since 1990 

• Relationship between the Irish and UK standard setting mechanism including an appreciation of 

the role of the Financial Reporting Council, the Accounting Standards Board, the Review Panel 

and the Urgent Issues Task Force. 

 

Regulation by the stock exchange 

• Obligation on listed companies to comply with the Listing Rules 

• An awareness of the existence of additional disclosure requirements of listed companies most 

significant of which is the requirement to produce interim reports. (A knowledge of the form 

and content of interim reports is not required) 

 

 



True and Fair View 

• Meaning of the term true and fair view 

• Requirements for financial reports to show a true and fair view 

 

Role of Auditor 

• Definition of an audit 

• Statutory requirements for an audit 

• Responsibilities of the auditor 

• Independence of the auditor 

• Auditor’s report (Although students will not be required to prepare an auditor’s report, they 

should be familiar with the form and content of an unqualified report) 

• The auditor and fraud 

• Qualified audit reports (students are expected to be aware of the existence of qualified audit 

reports but are not required to be familiar with the different types of qualification) 

 

Monitoring compliance with financial reporting regulations 

• The procedures for enforcing accounting standards in Ireland 

• The role of the auditor in ensuring compliance with financial reporting regulations 

 

Assessment of this area will take the form of a direct theoretical question based on the areas outlined 

above or as part of other questions in the financial area. 

 

 

 

 

  



5.8 COMPANY ACCOUNTING (Section 8.5.1 and 8.5.2) 

 

Most students will have been introduced to the financial statements of a company at Junior Certificate 

Business Studies level. 

 

In this section there is an introduction to the natural progression of a sole trader to the limited company 

model with a concentration on how the liability section of the Balance Sheet is expanded to cover 

Share Capital – both Ordinary and Preference, Reserves and Loan Capital. The rights of shareholders 

of various classes of shares are covered. 

 

Both the nature and purpose of reserves are mentioned in this section and it is important for students to 

know that reserves in a balance sheet represent an acknowledgement of previous success and a 

prudence in building up strength for the challenges ahead. 

 

While both reserves and provisions are credit balances there is a significant difference between them. 

A reserve is an appropriation of profit while a provision is made for a liability or some circumstance 

that may reduce the company’s assets. A provision is normally made where the outcome is uncertain 

but some loss is expected. 

 

Knowledge of the more common type of loan capital is also required for this section. Students will be 

introduced to the issue of Shares at par and at a premium payable in full. It is important to note here 

that the Issue of Shares in stages/instalments will not be required. 

 

Students will be assessed on their ability to: 

 

• Outline the legal requirements to produce company accounts. 

• Prepare trading, profit and loss and appropriation accounts of limited companies for internal 

purposes. 

• Prepare balance sheets of limited companies and present them in vertical format for internal 

purposes 

• See and understand the relationship between the various headings in financial statements. 

 

In summary  

Students will be required to prepare financial statements of limited companies using the same format as 

is required under the old syllabus. Preparation of these accounts to include accounting for 

adjustments including revaluations, dividends and taxation. Taxation is a real factor in final 

accounts. It is an important deduction before analysis of results. What is required here is an ability 

to compute from given data the taxation amount for the year and how this is treated in the financial 

statements. 

 

Question one will be as before and may have a brief related theory element. 

 

 

  



5.9 APPRECIATION OF ANNUAL REPORTS OF PLCs( section 8.5.3) (H.L only) 

 

This section of the syllabus is for Higher Level only. It introduces students to the responsibilities of 

directors which regard to the production of financial statements of Limited Companies in a wider 

sense than the particular aspects covered for internal purposes. In general this section requires 

students to understand and explain the legal requirements of limited companies to produce company 

accounts. 

 

The rights and duties of directors and auditors are introduced for the first time. Students will become 

familiar with the legal requirements of public limited companies to produce final accounts using the 

vertical operating format (format 1). They will also be introduced to the preparation of simple 

published accounts from given data/accounts. 

 

It is recommended that students should understand and be able to prepare internal financial statements, 

cash flow statements (section 8.8) and ratio analysis (section 8.9) before commencing this section. 

 

Students will be assessed on their ability to: 

 

• Demonstrate a knowledge of the legal requirements on PLCs to produce company accounts. 

• Demonstrate an appreciation of the functions and duties of the directors and auditors of the 

company. Students will be expected to list the contents of both the directors’ and auditors’ 

reports but will not be required to be familiar with the content of chairpersons’ reports. 

• Understand the difference between accounts prepared for internal use and for publication. 

• Show an understanding of published company reports 

• To prepare a simple published profit and loss account and a balance sheet from internal accounts 

or from a trial balance (format 1). Students should be aware of the main items disclosed in the 

notes to the published accounts and be able to prepare a limited number of notes. 

• Discuss and comment on the published annual reports of a public limited company and display 

a knowledge of the various influences which affect these documents and comment on them. 

 


