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ICAEW REPRESENTATION CHANGES TO INFORMATION FLOWS FOR UK EQUITY IPOS

COMMENTS ON THE DRAFT SECTION I11.8 WORKING CAPITAL STATEMENTS OF THE
PRIMARY MARKET TECHNICAL NOTE 619.3

1.

ICAEW wishes to acknowledge the FCA'’s additional engagement with market participants,
including with reporting accountants among our members, following market feedback to
Primary Market Bulletin (PMB) 58. We consider the draft guidelines on working capital
statements in PMB 63 to be, in principle, more workable in comparison to those in PMB 58.

The flexibility in the draft guidelines may, realistically, benefit fewer issuers than the new
policy anticipates. If an issuer needs to rely on an uncommitted facility to have sufficient
liquidity in a reasonable worst case scenario, there very likely would need to be a related risk
factor disclosed in the prospectus (because of the significance of the expected magnitude of
the negative impact of the facility being withdrawn). New Guideline 33.2, paragraph 158,
mandates a qualified working capital statement in that situation.

On Guideline 30, while we are of the view that “robust procedures” remains the appropriate
requirement for working capital statements, these should be directly linked to application of
the guidelines set out in the Technical Note. Accordingly, the word “and” should be removed
from the proposed text added to Guideline 30, so that the Guideline reads “...based on
robust procedures in accordance with the Guidelines set out in this Technical Note”. This
contextualises the “robust procedures” required and the guidelines in the Technical Note are
the appropriate basis for this, as they comprehensively cover the basis of the working capital
statement (and related exercise to support the statement). Moreover, a description below the
working capital statement explaining why the directors are comfortable relying upon the
uncommitted facility would, in our view, be “necessary information” for investors to be able to
properly understand the clean working capital statement in the context of an uncommitted
facility being relied upon. A requirement for such an explanation would be appropriate to
include in Guideline 30.

The reference in Guideline 30, paragraph 138 to “disclosure required by accounting
standards of an assessment that an issuer is able to continue operating for the foreseeable
future” is not accurate. Accounting standards require an assessment of whether it is
appropriate to prepare financial statements on a going concern basis. International
Accounting Standard (IAS) 1 states that “An entity shall prepare financial statements on a
going concern basis unless management either intends to liquidate the entity or to cease
trading or has no realistic alternative but to do so. When management is aware, in making its
assessment, of material uncertainties related to events or conditions that may cast significant
doubt upon the entity’s ability to continue as a going concern, the entity shall disclose those
uncertainties.” (IAS 1, Section 25 on Going Concern).

We do not agree with paragraph 157(v) in new Guideline 33.2. It is incorrect to categorise
discussions with an auditor or reporting accountant as evidence (or counter evidence) of the
availability of uncommitted borrowing facilities. The auditor or reporting accountant will
assess the issuer’s judgment regarding uncommitted borrowing facilities, but their role is not
to inform the issuer’s judgment. Paragraph 157(v) should not be included in the final
guidelines.

Finally, we note that these draft guidelines will not improve convergence of working capital
and going concern. We would encourage future FCA consideration of this and reiterate
ICAEW’s continuing willingness to contribute to such efforts.
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