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RECAP OF AMENDMENTS TO STANDARDS EFFECTIVE 1 JANUARY 2023

Standard

Overview of amendment

IAS 1 Presentation of financial
statements:
Disclosure initiative

IAS 8 Accounting policies,
changes in accounting estimates
and errors

IAS 12 Income taxes

IFRS 17 Insurance contracts

An entity is required to disclose material accounting policies
(previously significant accounting policies). Additional guidance
provided when considering if accounting policies are material

Revised definition of accounting estimates.
To help distinguish between a change in accounting estimates and
a change in accounting policy

Added exception to initial recognition exemption, which may
result in deferred tax being recognised on lease and
decommissioning provision transactions

New standard replacing IFRS 4
Consider for all entities if any contracts meet the definition of an
insurance contract




IAS 12 - TRANSITION

98K An entity shall apply Deferred Tax related to Assets and Liabilities arising from a
Single Transaction to transactions that occur on or after the beginning of the
earliest comparative period presented.

98L An entity applying Deferred Tax related to Assets and Liabilities arising from a Single
Transaction shall also, at the beginning of the earliest comparative period
presented:

(a) recognise a deferred tax asset—to the extent that it is probable that
taxable profit will be available against which the deductible temporary
difference can be utilised—and a deferred tax liability for all
deductible and taxable temporary differences associated with:

(1) right-of-use assets and lease liabilities; and

(i) decommissioning, restoration and similar liabilities and the
corresponding amounts recognised as part of the cost of the
related asset; and

(b) recognise the cumulative effect of initially applying the amendments
as an adjustment to the opening balance of retained earnings (or other
component of equity, as appropriate) at that date.



RECAP OF NEW IFRS EFFECTIVE 1 JANUARY 2023

Standard

Overview of standard

IFRS 17 Insurance
contracts

* Replaces IFRS 4

* Consider for all entities if any contracts meet the definition of an
insurance contract, e.g. product breakdown contracts, warranties etc

* A number of exemptions available within the standard

* Entities shall apply a building block approach and there is a simplified
approach, the premium application approach, for contracts where the
cover period is no more than one year, or the insurance liability would not
differ materially if measured under BBA




IFRS 17

Definition of an insurance contract

“A contract under which one
party (the issuer) accepts
significant insurance risk from
another party (the
policyholder) by agreeing to
compensate the policyholder if
a specified uncertain future
event (the insured event)
adversely affects the
policyholder.”




AMENDMENTS TO STANDARDS EFFECTIVE 1 JANUARY 2024

Standard

Area

IAS 1 Presentation of
financial statements

IFRS 16 Leases

IAS 7 Statement of
Cash Flows

Classification of liabilities as current or non-current

How a lessee subsequently measures a sale and

leaseback transaction

* Determines lease payments to ensure no gain/loss
that relates to ROU asset is recognised

* Amended illustrative example for the above point

Supplier finance arrangements
* Additional disclosures (terms and conditions,
carrying amounts, link to liquidity risk exposure)




CLASSIFICATION OF DEBT: CURRENT OR NON-CURRENT LIABILITIES

* Classify as non-current if an entity has the right to
Non-current defer settlement of the liability for at least 12 months
classification under after the reporting date

LSRNCIGCEHCINERIEN « Must have substance and exist at the year end

Previously classify as non-current if an entity has an
unconditional right to defer settlement of the liability for
at least 12 months after the reporting period




CLASSIFICATION OF DEBT WITH COVENANTS:
CURRENT OR NON-CURRENT LIABILITIES

* Only consider covenants which an entity must comply with
on or before the reporting date for classification purposes

Classification
W e e el ° An entity shall not consider covenants that need to be
onder IAS 1 complied with in future period for classification purposes

amendment * For future covenant compliance, consider additional
disclosure requirements

Previously considered covenants during the reporting period and
12 months after the reporting period and if an entity failed to
comply with one in the 12 months after the reporting date it
resulted in current classification of the debt




SCENARIO 1

An entity has a loan with the following contractual terms:
* The loan is repayable in five years (ie at 31 Dec 2029).

* The loan includes a covenant that requires a working capital ratio above 1.0 at
each 31 Dec and 30 Jun each year. The loan becomes repayable on demand if
this ratio is not met at any of these testing dates.

 The entity's working capital ratio at 31 Dec 2024 is 1.1.

* The entity expects the working capital ratio to be 0.9 at 30 Jun 2025

> How shall this loan be classified2 Current or non-current at 31 Dec 2024




SCENARIO 1

* The entity's working capital ratio at 31 Dec
2024 is 1.1. Covenant met at

reporting date

* The entity expects the working capital ratio to Covenant may not

be 0.9 at 30 Jun 2025 be met in future
(not part of

classification criteria)

Non-current classification



IFRS 16 AMENDMENT — ACCOUNTING BY SELLER-LESSEE WHEN
LEASEBACK CONTAINS VARIABLE LEASE PAYMENTS

When accounting for a sale and leaseback transaction that does not
qualify as a sale under IFRS 15:

* On initial recognition, the seller-lessee includes variable lease payments when
measuring the lease liability; and

* After initial recognition, the seller-lessee applies the general requirements to
subsequent accounting of the lease liability and shall determine lease payments
or revised lease payments in a way that no gain or loss is recognised relating
to the right of use retained by the seller-lessee




|AS 7 & IFRS 7 AMENDMENTS — SUPPLIER FINANCE ARRANGEMENT

lllustration: how a typical supplier finance arrangement works

1. Company receives goods or
services

i
BUD <Seler
M

3. Company

agrees to pay 2. Financial

the financial institution pays

institution at a the supplier

later date

Financial

institution

Source 2023 IFRS Accounts (icaew.com)
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NEW DISCLOSURE REQUIREMENTS

* Terms and conditions of the supplier finance arrangements

* Opening and closing carrying amounts of financial liabilities part of
supplier finance arrangement. Separate disclosure for payables for
which the supplier has already taken payment from a third-party
finance provider

* The range of payment due dates (e.g. 30 to 40 days)

* Type and effect of any non-cash changes in the carrying amounts of
the financial liabilities that are part of the arrangement

* Exposure to liquidity risk (IFRS 7)



AMENDMENTS TO STANDARDS EFFECTIVE 1 JANUARY 2025

Standard Area

IAS 21 The Effects of Changes  Guidance when there is a lack of *not yet
in Foreign Exchange Rates exchangeability endorsed




LATEST IFRS:
IFRS 18 PRESENTATION AND
DISCLOSURE IN FINANCIAL
STATEMENTS

Replaces IAS 1

Effective periods
commencing 1
January 2027
(not yet UK
endorsed)




STATEMENT OF PROFIT OR LOSS

Classified income and expenses in

one of five categories:

1) Operating

2) Investing

3) Financing

4) Income taxes

5) Discontinued operations

Revenue

Cost of sales

Gross profit

Other operating income

Selling expense

Research and development expenses
General and administrative expenses
Goodwill impairment loss

Other operating expenses

Operating profit

Share of profit or loss of associates and joint ventures

Profit before financing and income taxes

Interest expenses on borrowings and lease liabilities
Interest expense on pension liabilities and provisions
Profit before income taxes

Income tax expense

PROFIT



MANAGEMENT-DEFINED PERFORMANCE MEASURES (MPM)

A management-defined performance
measure is a sub total of income and
expense that:

* An entity uses in public communications
outside financial statements,

Disclosures required:
A description of the MPM and
why it provides useful information

* An entity uses to communicate to users of How it is calculated

financial statements management’s view A reconciliation between the
of an aspect of the financial MPM and the most directly
performance of the entity as a whole, comparable subtotal in the
and

financial statements
* Is not listed in the IFRS or specifically | |

required to be presented or disclosed The income tax effect




OTHER CHANGES

* Enhanced guidance on aggregation and disaggregation in financial
statements

* Notes vs face of primary statements

* Disclosure about “other”

* IAS 7 Cash flow statements
* Guidance on cash inflows and outflows relating to dividends and interest

* The reconciliation of operating cash flows shall start with operating profit
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Latest ED: Business
Combinations

Overview of some of
the current IASB
ongoing projects




ﬁIFRS” I

Accounting

March 2024

Exposure Draft
IFRS® Accounting Standard

Business Combinations—Disclosures, Goodwill
and Impairment
Proposed amendments to IFRS 3 and IAS 36

Comments to be received by 15 July 2024 ® IFRS 3 improved diSCIOSU res

* |AS 36 proposals to the VIU
calculation including cash flows
and discount rates and the
allocation of goodwill to CGUs

* Feedback by 15 July 2024

International Accounting Standards Board IASB/ED/2024/1



IFRS 3 PROPOSALS

Information * Quantitative information about the synergies (e.g. costs,
about the revenues) expected to arise from the acquisition

£ £ * An entity’s acquisition date key objectives and related targets
per orma.n.c.e O for strategic business combinations and the extent to which
an acquisifion they are net in future periods

|dentifying a
strategic * New guidance (see next slide)
business * Additional disclosures for such acquisitions

combination

* If information is seriously prejudicial, however must describe
the specific reason for this

Exemptions




STRATEGIC BUSINESS COMBINATIONS GUIDANCE

B67C A business combination is a strategic business combination if:
(a) in the most recent annual reporting period before the acquisition date:
(1) the absolute amount of the acquiree’s operating profit or loss is

10 per cent or more of the absolute amount of the acquirer’s
consolidated operating profit or loss;* or

(11) the acquiree’s revenue is 10 per cent or more of the acquirer’s
consolidated revenue;

(b) the amount recognised as of the acquisition date for all assets acquired
(including goodwill) is 10 per cent or more of the carrying amount of
the total assets recognised in the acquirer’s consolidated statement of
financial position as at the acquirer’s most recent reporting period
date before the acquisition date; or

(c) the business combination resulted in the acquirer entering a new
major line of business or geographical area of operations.

Source IFRS.org



IAS 36 PROPOSALS

VIU cash

flows

Discount
rate

Allocation
of goodwill

to CGUs

Permitting cash flows arising from a future restructuring, improving or
enhancing an asset’s performance

Remove requirement to use pre-tax cash flows and pre-tax discount rate
and replace with internally consistent assumptions for deterring cash flows
and discount rates

Disclosure required on whether post-tax or pre-tax discount rate used

Allocate to the lowest level at which the business associated with the
goodwill is monitored for internal management purposes

Identifying CGUs expected to benefit from the synergies of the
combination




OTHER [ASB PROJECTS

Topic

Next step

Disclosure Initiative: Subsidiary without Public
Accountability: Disclosures

Standard (IFRS 19) expected
May 2024

Second comprehensive review of IFRS for SMEs

Expected H2 2024

Amendments to the Classification and
Measurement of Financial Instruments (IFRS 9)

Final amendment expected
May 2024, with an effective
date of 1 January 2026

Derecognition of Lease Liabilities (IFRS Q)

Update in Q3 2024

Climate related and other Uncertainties in the
Financial Statements

Deciding project direction




BUSINESS COMBINATIONS UNDER COMMON CONTROL

* Preliminary views

shlg;emhlﬁgresrs * Measure assets and liabilities
outside the at FV (i.e. applying IFRS 3 the |
group acquisition method) Project
discontinued
I no impact on November
shareholders * Assets and liabilities recorded 2023

outside the at book values
group
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Overview of latest
climate related
reporting
requirements,
including IFRS S1 and
S2




SCOPE

Climate
related
disclosures

Companies Act
6.4.22

1.1.21
*Premium
listed
companies

sListed Co's
*AIM listed Co's
with >500 E’ees
*Large Co's
(>500 E'ees &
£500m t/0)
*Large LLPs
(>500 E'ees &
£500m t/0)

(excl.
investment

trusts/entitie

s) — comply
or explain
(TCFD)

1.1.22

*Standard
listed
companies
(excl.
investment
entities) —
comply or
explain (TCFD)




DISCLOSURES PER COMPANIES ACT

a) A description of the company’s governance arrangements in relation to assessing and managing climate-
related risks and opportunities;

b) A description of how processes for identifying, assessing, and managing climate-related risks are integrated
into the company’s overall risk management process;

c) A description of how the company identifies, assesses, and manages climate-related risks and opportunities

d) a description of— (i) the principal climate-related risks and opportunities arising in connection with the
company’s operations, and (ii) the time periods by reference to which those risks and opportunities are
assessed;

e) A description of the actual and potential impacts of the principal climate-related risks and opportunities on
the company’s business model and strategy

f) An analysis of the resilience of the company’s business model and strategy, taking into consideration
different climate-related scenarios

g) A description of the targets used by the company to manage climate-related risks and to realise climate-
related opportunities and of performance against those targets

h) A description of the key performance indicators used to assess progress against targets used to manage
climate-related risks and realise climate related opportunities and of the calculations on which those key
performance indicators are based




TCFD — FOUR PILLARS

Figure 2
Core Elements of Recommended Climate-Related Financial Disclosures

Governance
The organization’s governance around climate-related risks

Governance s
and opportunities

Strategy

The actual and potential impacts of climate-related risks and
opportunities on the organization’s businesses, strategy,
and financial planning

Strategy

Risk
Management
Risk Management
The processes used by the organization to identify, assess,
Metrics and manage climate-related risks

and Targets Metrics and Targets

The metrics and targets used to assess and manage relevant
climate-related risks and opportunities

Source: www.fsb-tcfd.org



TCFD — RECOMMENDATIONS AND 11 RECOMMENDED DISCLOSURES

Governance

Metrics and Targets

Disclose the organization’s
governance around climate-
related risks and opportunities.

Recommended Disclosures

Disclose the actual and potential
impacts of climate-related risks
and epportunities an the
arganization's businesses,
strategy, and financial planning
where such information is
material.

Recommended Disclosures

Disclose how the organization
identifies, assesses, and manages
climate-related risks.

Recommended Disclosures

Disclose the metrics and targets
used to assess and manage
relevant climate-related risks and
opportunities where such
infarmation is material.

Recommended Disclosures

a) Describe the board's owversight
of climate-related risks and
opportunities.

a) Describe the cimate-related
risks and opportunities the
organization has identified over
the short, medium, and long
term.

a) Describe the organization’s
processes for identifying and
assessing climate-related risks.

a) Disclose the meatrics used by the
organization to assess climate-
related risks and opportunities
in line with its strategy and risk
managemeant process.

b} Describe managemeant’s rale in b) Describe the impact of climate- b) Describe the organization’s b} Disclose Scope 1, Scope 2, and,
assassing and managing related risks and opportunities processes for managing if appropriate, Scope 3
dimate-related risks and on the organization's climate-related risks. greenhouse gas (GHG)
opportunities. businesses, strategy, and emissions, and the related risks.

financial planning.
¢} Describe the resilience of the c) Describe how processes for ¢} Describe the targets used by

organization's strategy, taking
inta cansideration different
climate-related scenarios,
intluding a 2°C ar lower
sCenario.

identifying, assessing, and
managing climate-related risks
are integrated into the
arganization’s overall risk
management.

the arganization to manage
climate-related risks and
opportunities and performance
against targets.

Source: www.fsb-tcfd.org




NEW STANDARDS: EFFECTIVE 1.1.24

IF RS * General Requirements for
Disclosure of Sustainability-
S ] related Financial Information

IF RS * IFRS S2 Climate-related

S 2 Disclosures




[FRS S1

-
The metrics used to

measure and
monitor the risks
and opportunities

.

6rocesses to
identify, assess,
prioritise and

monitor the risks
and opportunities

-

Risk
management

Governance

Details of the
structure and
decision making
process

Current and future
effects of risks
and opportunities
on business model
and value chain



IFRS 52

‘ Strategy and decision making

Climate-related \

physical risks . . .
Current and anticipated financial effects
|

IC ‘ Climate resilience

Climate- limate-

related related
opportunities transition /
PP risks

Climate related metrics and targets, including
GHG emissions

[

‘ Industry specific information




U K Sustainability
Disclosure

Technical Advisory Committee

JULY 2023

UK ENDORSEMENT OF
IFRS S1 & IFRS S2

CALL FOR EVIDENCE

Not yet UK endorsed by
UKEB
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CRR Thematic review of climate-related
metrics and targets

—

July 2023



IFRS Educational material available

* IAS T — Sources of estimation uncertainty and
significant judgements

* IAS 2 — Inventory valuations, obsolescence
* IAS 16 — Acquisition of new assets

* |IAS 38 — Research and development costs
* |IAS 36 — Impairment calculations

* IAS 37 — Provisions measurement

* |[FRS 13 — Fair value measurement and
assumptions involved




CORPORATE REPORTING TOP 10

—

Impairment of assets

O 00 o0 060 O N W DN

o

Judgements and estimates
Statement of cash flows

Strategic reporting

Financial instruments

Income taxes

Revenue

Provisions and contingencies
Presentation of financial statements

Fair value measurements

A

Annual Review
of Corporate Reporting

V7| 2022/23

October 2023



WRAP UP

1
R
by
|
4
B

An awareness of the latest

amendments to IFRS

 The latest news from the
|ASB regarding the latest
exposure drafts and ongoing
projects

 Climate related reporting

matters



The content of this course, along with the slides and accompanying notes, remains the copyright of the presenter and should not be
reproduced, shared or distributed without permission.

Where this document contains public sector information, this is licensed under the Open Government Licence v3.0
(www.nationalarchives.gov.uk/doc/open-government-licence/version/3/).

Where reference is made to professional body websites, the copyright for the material in question is retained by the relevant
professional body. UK Accounting, Auditing and Ethical Standards are © Financial Reporting Council Ltd (FRC)
(https://www.frc.org.uk/about-the-frc/procedures-and-policies/disclaimer-and-copyright).

20:20 Innovation cannot accept responsibility for any person acting or refraining to act as a result of any material contained in this
document or information otherwise shared during or after the training course to which it relates.
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