
 

 

True & Fair – Frequently Asked Questions 

 

Social Value International commissioned Bates Wells who instructed George 
Bompas KC to establish a new legal opinion and interpretation of ‘true and fair’ 
under the law as it applies to UK companies in the context of sustainability. The 
opinion was published on 8th January 2024. 

 

1. What is the true and fair requirement? 

“The directors of a company must not approve accounts for the purposes of this 
Chapter unless they are satisfied that they give a true and fair view of the assets, 
liabilities, financial position and profit or loss” (Companies Act 2006, Section 393). 

 

2. Why was the opinion commissioned? 

There are increasing non-financial reporting requirements on companies regarding 
sustainability.  

There has never been a legal opinion on what true and fair opinion means for 
financial accounts in the context of sustainability.  

“Sustainability issues are increasingly affecting accounts including asset 
impairment, current and future commitments” (Opinion, para 41) 

 

3. What does the opinion say? 

The opinion puts no new legal demands on directors. However, it is the first to apply 
the true and fair requirement to sustainability information. 

The opinion reiterates the established principle that what is a ‘true and fair view’ is a 
legal concept that will evolve and change over time, and which involves judgement 
and discretion from directors and auditors.  

The opinion considers implications of sustainability for the true and fair requirement 
and: 



 

• affirms directors’ existing legal responsibilities to be mindful and ‘exert 
themselves’ 

• highlights relevant accounting standards in the context of sustainability 
e.g. asset impairment and constructive obligations 

 
• reflects on the appropriate disclosure which could be as a note to the 

accounts 
 
• states that company directors may deliberately choose to structure 

commitments in such a way as to create constructive obligations which 
impact upon the accounts. 

 

4. What is a constructive obligation? 

A constructive obligation is,  

“an obligation that derives from an entity’s actions where; by an established 
pattern of past practice, published policies or a sufficiently specific current 
statement, the entity has indicated to other parties that it will accept certain 
responsibilities; and as a result, the entity has created a valid expectation on 
the part of those other parties that it will discharge those responsibilities.”  

– Paragraph 10, International Accounting Standard 37 (IAS 37) 

 

5. What does this mean for UK company directors? 

The opinion empowers directors who want to include sustainability in their financial 
statements. 

It specifically states, as noted above, that directors might want to deliberately 
structure commitments in such a way as to create future or even present year 
obligations which impact upon the accounts. An example might be where a 
company commits to buy carbon credits to offset its emissions on an ongoing basis. 

And it notes that, in light of emerging international sustainability standards, directors 
and auditors ”now need to consider the relevance of new forms of disclosure of 
sustainability-related information to the production of accounts.” 



 

 

6. A current example  

Staffordshire Chambers of Commerce has already taken a lead in disclosing its 
impacts on climate change in its audited financial statements. 

Under the true and fair requirement, its directors decided to include a note to their 
accounts, for the year ending 31 March 2023, that estimates and values the social 
cost of its use of carbon.  They did this as they recognized the urgent need to 
respond to climate change and provide resilience to the organisation, amongst 
other reasons. The directors recognised the businesses’ carbon use and the impact 
on the environment as a cost of doing business through the note to the accounts. 
They are now discussing whether to pay this to a third party.  

In the Directors’ Report, there is a statement that future financial statements will 
address their contribution to other sustainability issues in line with the UN Sustainable 
Development Goals. Read the accounts here. 

 

7. Where can you read the opinion in full? 

George Bompas KC’s opinion on the True and Fair requirement can be found here. 

https://s3.eu-west-2.amazonaws.com/document-api-images-live.ch.gov.uk/docs/0gSiQna9RR2Lb4zFVziTbunT2Uhee02de7HGSjPnaSc/application-pdf?X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Credential=ASIAWRGBDBV3JPU32RWI%2F20240325%2Feu-west-2%2Fs3%2Faws4_request&X-Amz-Date=20240325T194610Z&X-Amz-Expires=60&X-Amz-Security-Token=IQoJb3JpZ2luX2VjEHkaCWV1LXdlc3QtMiJHMEUCIQCwSZcamMN1DuGeqwhRq2XHUZuhsqmB1WOzuab06x9tSwIgHBPLUDeOg3F%2F1MeZFHEK4nnrbJ2vsvYGV057hF%2BrQDoqxAUIkv%2F%2F%2F%2F%2F%2F%2F%2F%2F%2FARAFGgw0NDkyMjkwMzI4MjIiDB8AmI%2BszStpgZ76lCqYBUo%2BXv7KMMBWF0xeCKN0gXfHBY0EAY2qmQRMDJX32EQxEvWBBM6CY7D1obxOPkeIpm1slhdzaX9F82RxQ0gAA9Z5hbd0WCKNqvByTp188QB6hMPDUg9iwpE%2FMyU%2Bf9KLG4aEmyrhq1V8XW0PzuY9TUpEcihcGREDz%2F2BwuVJ0E6lYmYOe%2FYC9Z8pyRDmjQWLhhhMqUq5SsfQd50MFg%2ByEanHo%2FxmVYBzq47RKib8DFlgo6QHUDsgzS0czSFBUANhfp3fA0Emu7hEJ1hwRWya2m8hvAW5KXuo3WCcxSzQxH64ScLRfLYtBVGkLgM%2B5xKq9VjMKom8vbVud2Inbfv%2B%2FVJZGAU%2BQPO8e5K5BBvwYxDUJkJt73a0LEiBq9Ir554GG02%2B%2FslAkJWJDTXRdO2%2BDq4uqjd1QSSMkVf%2B9Fj2YMcG2wDvJC4%2BagIHbO4u7eppjlmAznRHuFAAerLJfiCKPtrnZRyF8UHa%2FcCW%2BWXaRLORQCRYqA3Oiu3nV%2FsVnngyVO%2F1HfVif2N3Bdvygnqxqx%2BMiZlXJkMiwfDzpelfSps0FNYOfZutlI0hQ5QYpSAQ3O82uALQ624YlSOtfOKx2I3FG4SPGOiL5RmxW7n8nDT0KdTIE0UiejQOG8r8i4OR3E0W0iqYeiuHFPw1%2FB5i9TiJo8fPaQfNSuUQ1CHINn7xG1sui7YL7p4zRF7tK2BkJqKGtf18MSGxVSill5em574DbS9%2BjqTpvaaG%2FhtJfGnOWE%2BwO2SZizAT0oDcmWPWP2qV9TgX%2Fb8vnEHdtzFMlPqZd608kaiZlbRC3Klfa9pmjGyQBXENzL7jqB7gsEUR3wWRlwcv8zU4P2ha02RRdZIYJTlcKcYnUb5YhYoCAWg3zQqgT84jRK0wn9uGsAY6sQHYJ0wqTKW1MbLjfYWWIQn46UZpi%2FVQ4P6D2J3epzPjwWDgvzG4JSK953INoAwI7Uj2obDoPMiD5ypSzRNo4KXSyahdn4mNwqzZjoRg9PUIkmrYICWKLqfMZYvgizpTdB9T6DCTh4hFLDChAx9vFFt102eHD%2BmfaS3iTtyn%2FOjOFrDh5dBLnmn7c86Wz2iQ25ChLVmVmqLLDi2dNmbesE0rVzowAjxhkZgy0lMVNAw%2F32E%3D&X-Amz-SignedHeaders=host&response-content-disposition=inline%3Bfilename%3D%22companies_house_document.pdf%22&X-Amz-Signature=bcb114773cf5ba58791290edc7b399810ad4dd819e574f3bb76b02e8a6244da7
https://static1.squarespace.com/static/60dc51e3c58aef413ae5c975/t/65aee53e9a5b0866faf4c711/1705960801670/True+and+Fair%2C+signed+opinion

