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1. Introduction 

 
1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to 

respond to the consultation paper on Draft Amendments to Guidance on the Strategic 
Report, published in August 2017. 

 
1.2. AAT is submitting this response on behalf of our membership and for the wider public 

benefit of achieving sound and effective administration of taxes. 
 

1.3. AAT has added comment in order to add value or highlight aspects that need to be 
considered further.   

 
1.4. AAT has focussed on the operational elements of the proposals and has provided opinion 

on the practicalities of implementing the measures outlined.   
 

1.5. Furthermore, the comments reflect the potential impact that the proposed changes would 
have on SMEs and micro-entities, many of which employ AAT members or would be 
represented by AAT’s 4,250 licensed accountants. 

 
 
2. Executive summary  

 
2.1. The regulations only apply to entities with more than 500 employees whereas 60% of 

AAT members work for an SME. However, this will still impact upon many AAT 
members, their clients and employers.  
 

2.2. AAT recognises the increasing importance and value of non-financial reporting, and 
the growth of Integrated Reporting (IR) amongst responsible businesses. IR helps 
businesses to think holistically about their strategy and plans, better identify, monitor and 
minimise risks as well as helping to build both investor and stakeholder understanding and 
confidence. It therefore makes sense for the FRC to reflect these developments. 
 

2.3. That said, AAT does have some concerns about proposed terminology (see 3.5 & 3.6 
below) and omissions (3.7 below) and trusts that this will be given further 
consideration. 

 
 

3. AAT response to the consultation paper 
 

3.1. The following paragraphs outline AAT’s response to the proposals outlined in the 
consultation paper.  Only those questions where AAT has a comment to make have been 
listed. 

 
Question 1 
Do you agree with the approach for updating the Guidance for the changes arising 
from the implementation of the non-financial reporting directive? 

 
3.2. AAT agrees that it makes practical sense to incorporate the reporting requirements and to 

unify the Guidance. 
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Question 2 
Do you support the enhancements that have been made to Sections 4 and 7 of the 
Guidance to strengthen this link? 

 
3.3. AAT supports the enhancements, and recognises the value to directors in understanding 

their obligations in relation to the matters they should have regard to. AAT also strongly 
supports the move to encourage engagement beyond the legal requirements. 

 
Question 3 
Do you have any suggestions for further improvements in this area? 

 
3.4. AAT does not currently have any suggestions for improvement. 

 
Question 4 
Do you agree with the draft amendments to Section 5? 

 
3.5. AAT agrees with the increased focus on value and the broader understanding of and the 

definition of material matters (see executive summary). However, the revised wording at 
new paragraph 5.2 requires attention as this could simply lead to boiler-plating as 
preparers may consider that the information is material because it may potentially influence 
the economic decisions of shareholders. 
 

3.6. It is presumed that the term “information” used in new paragraph 5.2 includes both 
financial and non-financial information. AAT agrees with the FRC’s comments (in 
paragraph 5.1) that “materiality” is a commonly understood term in financial statements. 
However, extending the term to non-financial information may create issues for preparers 
who will be trying to second-guess whether the non-financial information under 
consideration is going to affect the economic decisions of shareholders. 

 
Question 5 
Do you have any suggestions on how the Guidance could encourage better linking 
of information in practice, or common types of disclosures that would benefit from 
being linked? 

 
3.7. The principles and methodologies of IR and the associated values used, might be reflected 

or at least referenced in the Guidance. For example, in industries such as cement 
manufacturing that require high levels of energy in the production process, the strategic 
report could provide shareholders with a variance analysis of price and usage per unit, with 
a comparison against the previous year. This would provide shareholders with information 
on where the Board has made financial efficiencies (or not). The same information could 
provide investors and stakeholders with wider interests an analysis with relevant 
information on the sustainability of the company’s energy usage. 

 
Question 6 
Do you agree with how the sources of value have been articulated in the draft 
amendments to the sections on strategy and business model in Section 7? 

 
3.8.  The sources of value have been well articulated in paragraph 7.17 and listed in the 

example directly below that paragraph. 
 

Question 7 
Do you consider that disclosures on how value is generated would be helpful? 
 

3.9. It would be helpful to have disclosures to show how value has been generated in the past. 
However, the critical issue with disclosures that create value, is managing the anticipation 
of profits and the creation of bubbles in market capitalisation. Using the pharmaceutical 
sector example (paragraph 7.15) this might occur when a company discloses that it has a 
new drug in development that is showing “promising results”, which may create demand 
and over-inflate the share price. 
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Question 8 
Do you consider that the draft amendments relating to reporting of non-financial 
information give sufficient yet proportionate prominence to the broader matters that 
may impact performance over the long term? 
 

3.10. AAT agrees that the draft amendments, especially relating to the reporting of non-financial 
information, gives sufficient and proportionate prominence to the broader matters that 
affect performance over the long term. 
 
Question 9 
Are there any other specific areas of the Guidance that would benefit from 
improvement? 
 

3.11. AAT has not identified any specific areas. 
 

 
4. About AAT 
 

4.1. AAT is a professional accountancy body with approximately 50,000 full and fellow 
members and over 90,000 student and affiliate members worldwide. Of the full and fellow 
members, there are over 4,250 licensed accountants who provide accountancy and 
taxation services to individuals, not-for-profit organisations and the full range of business 
types. 
 

4.2. AAT is a registered charity whose objectives are to advance public education and promote 
the study of the practice, theory and techniques of accountancy and the prevention of 
crime and promotion of the sound administration of the law. 

 
 

5. Further information 
 

If you have any questions or would like to discuss any of the points in more detail then please 
contact Aleem Islan, AAT Technical Consultation Manager, at: 

 
E-mail: consultation@aat.org.uk   Telephone: 020 7397 3088  

 
Association of Accounting Technicians 
140 Aldersgate Street 
London 
EC1A 4HY  
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