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Overview of FRED 82

Draft amendments to FRS 102 and other FRSs — Periodic Review

(i)

(ii)

(i)

(vii)

The FRC’s overriding objective in setting accounting standards is to enable users of
accounts to receive high-quality understandable financial reporting proportionate to the
size and complexity of the entity and users’ information needs.

In achieving its overriding objective, the FRC aims to provide succinct financial reporting
standards that, amongst other things, have consistency with global accounting standards
through the application of an IFRS-based solution unless an alternative clearly better
meets the overriding objective.

FRS 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland
is subject to periodic reviews to consider stakeholder feedback, changes in IFRS
Accounting Standards and the IFRS for SMEs Accounting Standard, and other issues.
These periodic reviews are likely to take place every four to five years, to allow time for
experience of the existing requirements of FRS 102 to develop before seeking
stakeholder feedback.

The second of these periodic reviews is now in progress and this Financial Reporting
Exposure Draft (FRED) proposes a number of amendments to FRS 102 and other UK
and Republic of Ireland financial reporting standards (FRSs). These proposed
amendments are focused on updating accounting requirements to reflect changes in
IFRS Accounting Standards, particularly with respect to revenue and leases, and making
other incremental improvements and clarifications.

In developing this FRED, the FRC has considered major and minor changes to IFRS
Accounting Standards, the IASB’s proposed changes in developing the third edition of the
IFRS for SMEs Accounting Standard, stakeholder feedback in response to the FRC’s
2021 request for views, and other developments in corporate reporting.

As a result of the proposed amendments set out in this FRED, FRS 102 will reflect
up-to-date |IFRS-based solutions, providing high-quality understandable financial
reporting to users in line with the FRC’s overriding objective. The proposals have been
designed to be proportionate to the size and complexity of the entities applying the
standards. A number of amendments are also proposed to make incremental
improvements and clarifications to benefit both preparers and users.

The principal amendments expected to have an impact on financial statements are:

(@)  The accounting requirements for revenue in FRS 102 and FRS 105 The Financial
Reporting Standard applicable to the Micro-entities Regime will be based on the
five-step model for revenue recognition from IFRS 15 Revenue from Contracts with
Customers, with appropriate simplifications. The extent to which this will change an
entity’s revenue recognition in practice will depend on the form of its contracts with
customers.

(b)  The lease accounting requirements in FRS 102 will be based on the on-balance
sheet model from IFRS 16 Leases, with appropriate simplifications. This is
expected to result in an impact on the financial statements of most entities that are
lessees under one or more operating leases.
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(viii) Other proposed incremental improvements and clarifications to FRS 102 include:

(ix)

(x)

(@)

(b)
()

(d)

Greater clarity for small entities in the UK applying Section 1A Small Entities
regarding which disclosures need to be provided in order to give a true and fair
view.

A revised Section 2 Concepts and Pervasive Principles, updated to reflect the
IASB’s Conceptual Framework for Financial Reporting, issued in 2018.

A new Section 2A Fair Value Measurement, replacing the Appendix Fair Value
Measurement to Section 2 and updated to reflect the principles of IFRS 13 Fair
Value Measurement.

Removal of the option to newly adopt the recognition and measurement
requirements of IAS 39 Financial Instruments: Recognition and Measurement
under paragraphs 11.2(b) and 12.2(b), in preparation for the eventual removal of
this option, but permitting entities already applying the option to continue to do so in
the meantime.

When applicable, similar incremental improvements and clarifications are proposed for
FRS 105.

The proposed effective date for these amendments is accounting periods beginning on or
after 1 January 2025, with early application permitted provided all amendments are
applied at the same time. Transitional provisions are also proposed.

Organisation of this FRED

(xi)

This FRED is organised as follows:

(a)
(b)

the amendments proposed to FRS 102 are set out by section; and
amendments proposed to other FRSs are grouped together by standard.

4 FRED 82: Draft Amendments to FRS 102 and other FRSs (December 2022)



Invitation to comment

1 The FRC is requesting comments on FRED 82 by 30 April 2023. The FRC is committed
to developing standards based on evidence from consultation with users, preparers
and others. Comments are invited in writing on all aspects of the draft amendments. In
particular, comments are sought in relation to the questions below.

As aresult of a comprehensive periodic review process, FRED 82 contains a large
number of proposed amendments to FRS 102 and the other UK and Republic of
Ireland accounting standards. FRED 82 focuses on aligning FRS 102 and
FRS 105 with the five-step model for revenue recognition from IFRS 15 Revenue
from Contracts with Customers with appropriate simplifications, aligning FRS 102
with the on-balance sheet model for lease accounting from IFRS 16 Leases with
appropriate simplifications, and making other incremental improvements and
clarifications.

Question 1: Disclosure

Do you have any comments on the proposed overall level of disclosure required
by FRS 1027

Do you believe that users of financial statements prepared under FRS 102 will
generally be able to obtain the information they seek? If not, why not?

Question 2: Concepts and pervasive principles

The proposed revised Section 2 Concepts and Pervasive Principles of FRS 102
and FRS 105 would broadly align with the IASB’s 2018 Conceptual Framework for
Financial Reporting.

The IASB’s Exposure Draft Third edition of the IFRS for SMEs Accounting
Standard (IASB/ED/2022/1) contains similar proposals. The FRC considers it
appropriate that FRS 102 and FRS 105 should be based on the same concepts
and pervasive principles as IFRS Accounting Standards including the IFRS for
SMEs Accounting Standard, given the FRC’s aim of developing financial reporting
standards that have consistency with global accounting standards.

The FRC has made different decisions from the IASB in some respects in
developing proposals to align FRS 102 and FRS 105 with the 2018 Conceptual
Framework in a proportionate manner.

Do you agree with the proposal to align FRS 102 and FRS 105 with the 2018
Conceptual Framework? If not, why not?

This FRED, and IASB/ED/2022/1, propose to continue using the extant definition
of an asset for the purposes of Section 18 Intangible Assets other than Goodwill
and the extant definition of a liability for the purposes of Section 21 Provisions and
Contingencies of FRS 102. This is consistent with the approach taken in IAS 38
Intangible Assets and |IAS 37 Provisions, Contingent Liabilities and Contingent
Assets which use the definitions of an asset and a liability from the IASB’s 1989
Framework for the Preparation and Presentation of Financial Statements. Do you
agree with this approach? If not, why not?

Do you have any other comments on the proposed revised Section 27
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Question 3: Fair value

The proposed Section 2A Fair Value Measurement of FRS 102 would align the
definition of fair value, and the guidance on fair value measurement, with that in
IFRS 13 Fair Value Measurement. Do you agree with this proposal? If not, why
not?

Do you agree with the proposed consequential amendment to Section 26
Share-based Payment of FRS 102 to retain the extant definition of fair value for
the purposes of that section? If not, why not?

Question 4: Expected credit loss model

The FRC intends to defer its conclusion as to whether to align FRS 102 with the
expected credit loss model of financial asset impairment from IFRS 9 Financial
Instruments pending the issue of the IASB’s third edition of the IFRS for SMEs
Accounting Standard. Any proposals to align with the expected credit loss model
will therefore be presented in a later FRED. Do you agree with this approach? If
not, why not?

In IASB/ED/2022/1 the IASB proposes to retain the incurred loss model for trade
receivables and contract assets, and introduce an expected credit loss model for
other financial assets measured at amortised cost. The FRC’s preliminary view is
that, in the context of FRS 102, it may be appropriate to require certain entities to
apply an expected credit loss model to their financial assets measured at
amortised cost, but allow other entities to retain the incurred loss model. Do you
agree with this view? If not, why not?

Based on stakeholder feedback received to date, the FRC does not intend to use
the existing definition of a financial institution to define the scope of which entities
should apply an expected credit loss model. The FRC’s preliminary view is that it
may be appropriate to define the scope based on an entity’s activities (such as
entering into regulated or unregulated credit agreements as lender, or finance
leases as lessor), or on whether the entity meets the definition of a public interest
entity. Do you have any comments on which entities should be required to apply
an expected credit loss model?

Question 5: Other financial instruments issues

When it has reached its conclusion as to whether to align FRS 102 with the
expected credit loss model, the FRC intends to remove the option in paragraphs
11.2(b) and 12.2(b) of FRS 102 to follow the recognition and measurement
requirements of IAS 39 Financial Instruments: Recognition and Measurement.
This intention was communicated in paragraph B11.5 of the Basis of Conclusions
to FRS 102 following the Triennial Review 2017. In preparation for the eventual
removal of the IAS 39 option, the FRC proposes to prevent an entity from newly
adopting this accounting policy. Do you agree with this proposal? If not, why not?

Temporary amendments were made to FRS 102 in December 2019 and
December 2020 in relation to interest rate benchmark reform (IBOR reform).
The FRC intends to consider, alongside the future consideration of the expected
credit loss model, whether these temporary amendments have now served their
purpose and could be removed. Do you support the deletion of these temporary
amendments? If so, when do you think they should be deleted? If not, why not?

6 FRED 82: Draft Amendments to FRS 102 and other FRSs (December 2022)



Question 6: Leases

FRED 82 proposes to revise the lease accounting requirements in FRS 102 to
reflect the on-balance sheet model from IFRS 16 Leases, with largely-optional
simplifications aimed at ensuring the lease accounting requirements in FRS 102
remain cost-effective to apply. An entity electing not to take these proposed
simplifications will follow requirements closely aligned to those of IFRS 16, which
is expected to promote efficiency within groups.

Do you agree with the proposals to revise Section 20 of FRS 102 to reflect the
on-balance sheet lease accounting model from IFRS 16, with simplifications? If
not, why not?

Have you identified any further simplifications or additional guidance that you
consider would be necessary or beneficial?

Question 7: Revenue

FRED 82 proposes to revise the revenue recognition requirements in FRS 102
and FRS 105 to reflect the revenue recognition model from IFRS 15 Revenue
from Contracts with Customers. The revised requirements are based on the
five-step model for revenue recognition in IFRS 15, with simplifications aimed at
ensuring the requirements for revenue in FRS 102 and FRS 105 remain
cost-effective to apply. Consequential amendments are also proposed to
FRS 103 and its accompanying Implementation Guidance for alignment with
the principles of the proposed revised Section 23 of FRS 102.

Do you agree with the proposals to revise Section 23 of FRS 102 and Section 18
of FRS 105 to reflect the revenue recognition model from IFRS 15, with
simplifications? If not, why not?

Have you identified any further simplifications or additional guidance that you
consider would be necessary or beneficial?

Question 8: Effective date and transitional provisions

The proposed effective date for the amendments set out in FRED 82 is
accounting periods beginning on or after 1 January 2025, with early application
permitted provided all amendments are applied at the same time. Do you agree
with this proposal? If not, why not?

FRED 82 proposes transitional provisions (see paragraphs 1.35 to 1.60 of
FRS 102 and paragraph 1.11 of FRS 105).

In respect of leases, FRED 82 proposes to permit an entity to use, as its opening
balances, carrying amounts previously determined in accordance with IFRS 16.
This is expected to provide a simplification for entities that have previously
reported amounts in accordance with IFRS 16 for consolidation purposes,
promoting efficiency within groups. Do you agree with this proposal? If not, why
not?

Otherwise, FRED 82 proposes to require the calculation of lease liabilities and
right-of-use assets on a modified retrospective basis at the date of initial
application. Do you agree with this proposal? If not, why not?

In respect of revenue, FRED 82 proposes to permit an entity to apply the revised
Section 23 of FRS 102 on a modified retrospective basis with the cumulative

Financial Reporting Council
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effect of initially applying the revised section recognised in the year of initial
application. This is expected to ease the burden of applying the new revenue
recognition requirements retrospectively by removing the need to restate
comparative period information. Unlike |ASB/ED/2022/1, to ensure
comparability between current and future reporting periods, FRED 82 does not
propose to permit the revised Section 23 of FRS 102 to be applied on a
prospective basis. However, FRED 82 proposes to require micro-entities to apply
the revised Section 18 of FRS 105 on a prospective basis. Do you agree with
these proposals? If not, why not?

Do you have any other comments on the transitional provisions proposed in
FRED 827

Have you identified any additional transitional provisions that you consider would
be necessary or beneficial? Please provide details and the reasons why.

Question 9: Other comments

Do you have any other comments on the proposed amendments set out in
FRED 827

Question 10: Consultation stage impact assessment

Do you have any comments on the consultation stage impact assessment,
including those relating to assumptions, sources of relevant data, and the costs
and benefits that have been identified and assessed? Please provide evidence to
support your views.

In particular, feedback is invited on the assumptions used for quantifying costs
under each of the proposed options (Section 3 of the consultation stage impact
assessment); any evidence which might help the FRC quantify the benefits
identified or any benefit which might arise from the options proposed which the
FRC has not identified (Section 4 of the consultation stage impact assessment);
and appropriate data sources to use to refine the assumption of the prevalence of
leases by entity size (Table 23 of the consultation stage impact assessment).

2 Information on how to submit comments and the FRC’s policy in relation to responses
is set out on page 345.
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Draft amendments to FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland

Periodic Review
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Draft amendments to Section 1
Scope

1 The following paragraphs set out the draft amendments to Section 1 Scope (deleted
text is struck through, inserted text is underlined).

2 The heading (underlined) preceding paragraph 1.8 is amended as follows:
Reduced disclosures for-subsidiaries{(and—ultimate parents) qualifying
entities

3 Paragraph 1.12 is amended as follows:

1.12 A qualifying entity (for the purposes of this FRS) may take advantage of the
following-diselosure-exemptions from the following disclosure requirements:

(@) [Deleted]

(b) The requirements of Section 7 Statement of Cash Flows and
paragraph 3.17(d).

(c)  The requirements of paragraphs 11.42, 11.44, 11.45, 11.47, 11.48(a)(iii),
11.48(a)(iv), 11.48(b), 11.48(c), 12.26 (in relation to those
cross-referenced paragraphs from which a disclosure exemption is
available), 12.27, 12.29(a), 12.29(b), 12.29A and 12.30 provided that
disclosures equivalent to those required by this FRS are included in the
consolidated financial statements of the group in which the qualifying
entity is consolidated.

(cA) The requirements of paragraphs 20.86(g) and 20.122.

(cB) The requirements of paragraphs 23.121 to 23.121B, 23.122(a),
23.124(a) to 23.124(bA), 23.125, 23.126 and 23.128.

(d)  The requirements of paragraphs 26.18(b), 26.19 to 26.21 and 26.23,
provided that for a qualifying entity that is:

(i) a subsidiary, the share-based payment arrangement concerns
equity instruments of another group entity;

(i) an ultimate parent, the share-based payment arrangement
concerns its own equity instruments and its separate financial
statements are presented alongside the consolidated financial
statements of the group;

and, in both cases, provided that the-equivalent-disclosures equivalent to
those required by this FRS are included in the consolidated financial

statements ef-the—group-in which the qualifying entity is eonselidated
included.

(e) The requirement of paragraph 33.7.

(f)  The requirements of paragraph 24(b) of IFRS 6 to disclose the operating
and investing cash flows arising from the exploration for and evaluation
of mineral resources (when an entity applies IFRS 6 in accordance with
paragraph 34.11).

4 Paragraph 1.13 is amended as follows:

1.13  Reference shall be made to the Application Guidance to FRS 100 in deciding
whether the consolidated financial statements ef-the—parent-in which the
qualifying entity is included provide disclosures which-that are equivalent to the
requirements of this FRS (ie the full requirements of this FRS when not
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applying the disclosure exemptions) from which relief is provided in
paragraph 1.12.

5 Paragraph 1.18 and its preceding sub-heading are amended as follows:

1.18

Triennial review-Review 2017

In December 2017 amendments were made to this FRS as a result of the
triennialreview-Triennial Review 2017. An entity shall apply the amendments to
this FRS as set out in the Triennial review 2017 amendments, other than the
amendments for small entities in the Republic of Ireland, for accounting periods
beginning on or after 1 January 2019. The amendments to Section 1A for small
entities in the Republic of Ireland are effective for accounting periods beginning
on or after 1 January 2017.

Early application is permitted provided that all the amendments to this FRS are
applied at the same time, except that early application of each, or any, of the
following amendments is permitted:

(a paragraphs 11.13A(a), 11.13B, 11.13C and 11.14(a)(i);
(b paragraphs 29.14A and 29.22A; and

(c) the amendments to Section 1A for small entities in the Republic of
Ireland, provided the Companies (Accounting) Act 2017 is applied from
the same date.

)
)

If an entity applies the Triennial review 2017 amendments, other than the
amendments for small entities in the Republic of Ireland, before 1 January 2019
it shall disclose that fact, unless it is a small entity applying Section 1A, in which
case it is encouraged to disclose that fact.

If a small entity in the Republic of Ireland applies the amendments to
Section 1A before 1 January 2017, in addition to the disclosure required by
paragraph 1AD.3, it is encouraged to disclose that fact.

6 Paragraph 1.24 is amended as follows:

1.24

In October 2020 amendments were made to this FRS to insert or amend
paragraphs 20.15C, 20.15D, 20.16 and 20.25B. These amendments are
effective for accounting periods beginning on or after 1 January 2020. Early
application is permitted. If an entity applies these amendments to an
accounting period beginning before 1 January 2020 it shall disclose that fact,
unless it is a small entity, in which case it is encouraged to disclose that fact. In
[month 2023] amendments were made to this FRS that resulted in the deletion
of these paragraphs, as part of the comprehensive update of Section 20
Leases.

7 Paragraph 1.25 is amended as follows:

1.25

In December 2020 amendments were made to this FRS to insert or amend
paragraphs 11.2, 11.2A, 11.2B, 11.20A to 11.20E, 11.49, 11.50, 12.2, 12.2A,
12.2B, 12.25B, and 12.25H;42.25} to 12.25V-and-20-41. These amendments
are effective for accounting periods beginning on or after 1 January 2021. Early
application is permitted; if all amendments are applied at the same time. If an
entity applies these amendments to an accounting period beginning before
1 January 2021 it shall disclose that fact, unless it is a small entity, in which
case it is encouraged to disclose that fact.

8 Paragraph 1.33 is amended as follows:

1.33

In June 2021 an amendment was made to paragraph 20.15D of this FRS. This
amendment is effective for accounting periods beginning on or after
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1 January 2021. Early application is permitted. If an entity applies this
amendment to an accounting period beginning before 1 January 2021 it shall
disclose that fact, unless it is a small entity, in which case it is encouraged to
disclose that fact. In [month 2023] amendments were made to this FRS that
resulted in the deletion of this paragraph, as part of the comprehensive update
of Section 20.

9 A sub-heading and paragraph 1.34 are inserted as follows:
Periodic Review [2023]

1.34  In[month 2023] amendments were made to this FRS as a result of the Periodic
Review [2023]. An entity shall apply the amendments to this FRS, as set out in
the Periodic Review [2023] amendments, for accounting periods beginning on
or after [1 January 2025]. Early application is permitted, provided that all the
amendments are applied at the same time. If an entity applies these
amendments before [1 January 2025] it shall disclose that fact, unless it is a
small entity in the Republic of Ireland, in which case it is encouraged to disclose
that fact.

10 Paragraph 1.35 is inserted as follows:

1.35 The Periodic Review [2023] amendments amend Section 19 Business
Combinations and Goodwill. An entity shall not reassess the accounting for
any business combination prior to the date the entity first applies the Periodic
Review [2023] amendments unless the initial accounting is incomplete at that
date, as set out in paragraph 19.19.

11 The sub-headings and paragraphs 1.36 to 1.60 are inserted as follows:
1.36  For the purposes of the requirements in paragraphs 1.38 to 1.60:

(a) the date of initial application is the beginning of the annual reporting
period in which an entity first applies the Periodic Review [2023]
amendments; and

(b)  when the provisions refer to the requirements in place ‘previously’, this
means in reporting periods prior to the adoption of the Periodic Review
[2023] amendments.

Leases

1.37  Inthe reporting period in which an entity first applies the revised Section 20, the
entity is not required to disclose the information required by
paragraphs 10.13(b) to (d) in relation to the section only. The entity shall
disclose:

(a) for the current period, to the extent practicable, the amount of the
adjustment to profit or loss for the effect of applying the revised
Section 20; or

(b) an explanation if it is impracticable to determine the amount to be
disclosed in (a) above.

Leases: definition of a lease

1.38 As a practical expedient, an entity is not required to reassess whether a
contract is, or contains, a lease at the date of initial application. Instead, the
entity is permitted to apply the requirements of the revised Section 20 to
contracts that were previously identified as containing a lease, and not to apply
the requirements of the revised Section 20 to contracts that were not previously
identified as containing a lease. If an entity chooses this practical expedient, it
shall disclose that fact (unless it is a small entity in the Republic of Ireland, in
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1.39

which case it is encouraged to disclose that fact), and shall apply the practical
expedient to all of its contracts.

Leases: lessees

A lessee shall apply the Periodic Review [2023] amendments to its leases

1.40

retrospectively in accordance with paragraphs 1.40 to 1.43.

A lessee shall not restate comparative information. Instead, it shall recognise

1.41

the cumulative effect of initially applying the Periodic Review [2023]
amendments to Section 20 as an adjustment to the opening balance of
retained earnings (or other component of equity, as appropriate) at the date of
initial application.

As a practical expedient, as an alternative to applying paragraphs 1.44 to 1.47,

1.42

a lessee may recognise at the date of initial application, the carrying amounts
as at that date of its lease liabilities and right-of-use assets calculated under
IFRS 16 for the purposes of including the entity in consolidated financial
statements prepared in accordance with IFRS Accounting Standards. If an
entity chooses this practical expedient, it shall disclose that fact (unless itis a
small entity in the Republic of Ireland, in which case it is encouraged to disclose
that fact), and shall apply the practical expedient to all of its leases.

Having applied paragraph 1.41 or paragraphs 1.44 to 1.47, a lessee shall

1.43

subsequently apply the requirements of Section 20, as revised by the Periodic
Review [2023] amendments.

A lessee shall disclose (unless it is a small entity in the Republic of Ireland, in

1.44

which case it is encouraged to disclose):

(a)  a description of the transitional provisions it has applied; and

(b)  which, if any, practical expedients in this section it has applied.

Lessees: leases previously classified as operating leases

Unless it applies paragraph 1.41, for each lease previously classified as an

1.45

operating lease a lessee shall:

(@)  recognise a lease liability at the date of initial application. The lessee
shall measure that lease liability at the present value of the remaining
lease payments, discounted using the lessee’s incremental
borrowing rate or lessee’s obtainable borrowing rate at the date of
initial application. If the lessee’s incremental borrowing rate or lessee’s
obtainable borrowing rate at the date of initial application cannot be
readily determined, the lessee shall use the gilt rate at the date of initial

application.

(b)  recognise a right-of-use asset at the date of initial application. The lessee
shall measure that right-of-use asset at an amount equal to the lease
liability, adjusted by the amount of any prepaid or accrued lease
payments relating to that lease recognised in the statement of financial
position immediately before the date of initial application.

(c) apply Section 27 Impairment of Assets to right-of-use assets at the date
of initial application, unless the lessee applies the practical expedient in
paragraph 1.46(b).

(d)  not recognise, on or after the date of initial application, any provision in
respect of a lease identified as onerous.

Notwithstanding the requirements in paragraph 1.44, for leases previously

classified as operating leases, a lessee:

(a) is not required to make any adjustments on transition for leases for which
the underlying asset is of low value that will be accounted for applying
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paragraph 20.6. The lessee shall account for those leases applying the
revised Section 20 from the date of initial application.

(b) is not required to make any adjustments on transition for leases
previously accounted for as investment property using the fair value
model in Section 16 Investment Property. The lessee shall account for
the right-of-use asset and the lease liability arising from those leases
applying Section 16 and the revised Section 20 from the date of initial

application.

(c) shall measure the right-of-use asset at fair value at the date of initial
application for leases previously accounted for as operating leases and
that will be accounted for as investment property from the date of initial
application. The lessee shall account for the right-of-use asset and the
lease liability arising from those leases applying Section 16 and the
revised Section 20 from the date of initial application.

1.46 A lessee may use one or more of the following practical expedients when
applying the Periodic Review [2023] amendments to leases previously
classified as operating leases. A lessee is permitted to apply these practical
expedients on a lease-by-lease basis:

(@) a lessee may apply a single discount rate to a portfolio of leases with
reasonably similar characteristics (such as leases with a similar
remaining lease term for a similar class of underlying asset in a
similar economic environment).

(b) a lessee may rely on its assessment of whether leases are onerous
applying Section 21 Provisions and Contingencies immediately before
the date of initial application as an alternative to applying Section 27 to
right-of-use assets at the date of initial application in line with
paragraph 1.44(c). If a lessee chooses this practical expedient, the
lessee shall adjust the right-of-use asset at the date of initial application
by the amount of any provision for onerous leases recognised in the
statement of financial position immediately before the date of initial

application.
(c) alessee may choose not to apply the requirements in paragraph 1.44 to

leases for which the lease term ends within 12 months of the date of
initial application. In this case, the lessee shall:

(i) account for those leases in the same way as short-term leases as
described in paragraph 20.6; and

(i) include the cost associated with those leases within the disclosure
of short-term lease expense in the reporting period starting on the
date of initial application.

(d) a lessee may exclude initial direct costs from the measurement of the
right-of-use asset at the date of initial application.

(e) alessee may use hindsight, such as in determining the lease term if the
contract contains options to extend or terminate the lease.

1.47 If alessee previously recognised an asset or a liability relating to favourable or
unfavourable terms of an operating lease acquired as part of a business
combination, the lessee shall derecognise that asset or liability and adjust the
carrying amount of the right-of-use asset by a corresponding amount at the
date of initial application.

Lessees: leases previously classified as finance leases

1.48 Unless it applies paragraph 1.41, for each lease previously classified as a
finance lease, a lessee shall recognise a right-of-use asset and lease liability at
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1.49

the date of initial application at the carrying amount of the leased asset and
finance lease liability immediately before that date measured applying this FRS
prior to the adoption of the Periodic Review [2023] amendments.

Leases: lessors

Except as described in paragraph 1.50, a lessor shall not make any

1.50

adjustments on transition for leases in which it is a lessor and shall account
for those leases applying the revised Section 20 from the date of initial

application.
An intermediate lessor shall:

1.51

(@) reassess subleases that were classified as operating leases prior to
adoption of the Periodic Review [2023] amendments and are ongoing at
the date of initial application, to determine whether each sublease should
be classified as an operating lease or a finance lease applying the
Periodic Review [2023] amendments. The intermediate lessor shall
perform this assessment at the date of initial application on the basis of
the remaining contractual terms and conditions of the head lease and
sublease at that date.

(b)  for subleases that were classified as operating leases prior to adoption of
the Periodic Review [2023] amendments, but are classified as finance
leases applying the Periodic Review [2023] amendments, account for the
sublease as a new finance lease entered into at the date of initial

application.

Leases: sale and leaseback transactions before the date of initial
application

An entity shall not reassess sale and leaseback transactions entered into

1.52

before the date of initial application to determine whether the transfer of the
underlying asset satisfies the requirements in Section 23, applying the Periodic
Review [2023] amendments, to be accounted for as a sale.

If a sale and leaseback transaction was previously accounted for as a sale and

1.53

finance lease, the seller-lessee shall:

(a)  account for the leaseback in the same way as it accounts for any other
finance lease that exists at the date of initial application; and

(b)  continue to amortise any gain or loss on sale over the lease term.

If a sale and leaseback transaction was previously accounted for as a sale and

1.54

operating lease, the seller-lessee shall:

(a)  account for the leaseback in the same way as it accounts for any other
operating lease that exists at the date of initial application; and

(b)  adjust the leaseback right-of-use asset for any deferred gains or losses
that relate to off-market terms recognised in the statement of financial
position immediately before the date of initial application.

Revenue from contracts with customers

When an entity first applies the Periodic Review [2023] amendments, as an

exception to retrospective application, it may apply the revised Section 23
Revenue from Contracts with Customers retrospectively with the cumulative
effect of initially applying the section recognised as an adjustment to the
opening balance of each affected component of equity at the date of initial

application.
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1.55 An entity applying the revised Section 23 retrospectively in accordance with
paragraph 1.54:

(@) shall apply the section retrospectively only to contracts that are not
completed contracts at the date of initial application; and

(b)  may use the practical expedients described in paragraphs 1.58(b)
and (c). If an entity uses either expedient, the entity shall apply the
expedient consistently to all contracts and disclose the information
required by paragraph 1.59.

1.56 If an entity applies the revised Section 23 retrospectively in accordance with
paragraph 1.54, in the reporting period in which the entity first applies the
section it is not required to disclose the information required by
paragraphs 10.13(b) to (d) in relation to the section only. The entity shall
disclose:

(a) for the current period, to the extent practicable, the amount of the
adjustment to profit or loss for the effect of applying the revised
Section 23; or

(b) an explanation if it is impracticable to determine the amount to be
disclosed in (a) above.

1.57 If an entity applies the revised Section 23 retrospectively in accordance with
paragraph  10.12, it shall disclose the information required by
paragraph 10.13(b) only for the most recent prior period presented (ie the
immediately preceding period).

1.58 An entity may use one or more of the following practical expedients when
applying the revised Section 23 retrospectively in accordance with
paragraph 10.12:

(a) for completed contracts, an entity need not restate contracts that:

0] begin and end within the same annual reporting period; or

(i) are completed contracts at the beginning of the earliest period
presented.

(b) for completed contracts that have variable consideration and are
completed before the end of the reporting period, an entity may use
the transaction price at the date the contract was completed rather than
estimating variable consideration amounts in the comparative reporting

periods.

(c)  for contracts that were modified before the date of initial application, an
entity need not retrospectively restate the contract for those contract
modifications in accordance with paragraphs 23.14 to 23.15. Instead, an
entity may reflect the aggregate effect of all of the modifications that
occur before the beginning of the earliest period presented or before the
date of initial application when:

0] identifying the satisfied and unsatisfied promises;

(i)  determining the transaction price; and

(i)  allocating the transaction price to the satisfied and unsatisfied
promises.

(d)  for prior periods presented, an entity need not disclose the information
required by paragraph 23.126.

1.59  For any of the practical expedients in paragraph 1.58 that an entity uses, the
entity shall apply that expedient consistently to all contracts and periods
presented. If an entity applies any of the expedients, it shall disclose that fact
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(unless it is a small entity in the Republic of Ireland, in which case it is
encouraged to disclose that fact).

1.60 In paragraphs 1.55(a),1.58(a) and 1.58(b), a completed contract is a contract
for which the entity has transferred all of the goods or services identified in
accordance with previous requirements for accounting for revenue from
contracts with customers, which the revised Section 23 replaced.
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Draft amendments to Section 1A
Small Entities

12

13

14

15

16

The following paragraphs set out the draft amendments to Section 1A Small Entities
(deleted text is struck through, inserted text is underlined).

Paragraph 1A.6 is amended as follows:

1A.6  A-norder to comply with the requirement of paragraph 1A.5, a small entity may
need to provide disclosures in addition to those set out in this section in-erderto

comply—with-therequirement-of paragraph—1A-5-(see also paragraphs 1A.16
and-to 1A.17).

Paragraph 1A.7 is amended, two sequentially numbered footnotes are deleted, and a
sequentially numbered footnote is inserted (subsequent footnotes are renumbered
sequentially), as follows:

1A.7 A small entity is not required to comply with the requirements of paragraphs
3.gftfectnetel_pppa a3 gieetrstel_3 47 3 13, 3.17, 3.18, 3.19 and 3.24(b), a
small entity in the Republic of Ireland is not required to comply with the
requirements of paragraphs PBE3.3A, 3.8A and 3.91™°™°®] 'and a small entity
in the Republic of Ireland which is a qualifying partnership is not required to
comply with the requirements of paragraph 3.3, all of which relate to

presentation and disclosure requirements that are not required of small
companles in company Iaw—SeetreH—4—8tatemem—ef—Fmaﬂefal—Pes+neﬁ

[footnote] | g Irish small entity departs from the principle that it is presumed to
be carrying on business as a going concern, it must provide the
disclosure required by paragraph 1AD.11.

Paragraph 1A.7A is inserted as follows:
1A.7A A small entity is not required to comply with the requirements of Section 4

Statement of Financial Position, Section 5 Statement of Comprehensive
Income and Income Statement, Section 6 Statement of Changes in Equity and
Statement of Income and Retained Earnings and Section 7 Statement of Cash
Flows.

Paragraph 1A.8 is amended as follows:

1A.8 Instead a complete set of financial statements of a small entity shall include all
of the following:

(a) a statement of financial position as at the reporting date in accordance
with paragraph 1A.12;

(b) an income statement for the reporting period in accordance with
paragraph 1A.14; and

(c) notes in accordance with paragraphs 1A.16 to-4A:20 1A.17A.
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17

18

19

20

21

22

Paragraph 1A.16A is inserted as follows:

1A.16A As a minimum, when relevant to its transactions, other events and conditions,
a small entity reporting in the UK shall provide the disclosures set out in
Appendix C to this section and a small entity reporting in the Republic of
Ireland shall provide the disclosures set out in Appendix D to this section.

Paragraph 1A.16B is inserted as follows:

1A.16B The paragraphs of other sections of this FRS that are cross-referenced in
Appendices C and D are also highlighted in those sections by including an * or
a 1 in the left-hand margin.

Paragraph 1A.16C is inserted as follows:

1A.16C In addition, a small entity reporting in the Republic of Ireland is encouraged to
make the disclosures set out in Appendix E to this section, which may be
necessary in order to give a true and fair view and meet the requirements of
paragraph 1A.5.

Paragraph 1A.17 is amended as follows:

1A.17  A-Other than as set out above, a small entity is not specifically required to
comply with the disclosure requirements of Section 3 Financial Statement
Presentation (to the extent set out in paragraph 1A.7) and Sections 8 to 35 of
this FRS. However, because those disclosures are usually considered
relevant to giving a true and fair view, a small entity is encouraged to
consider and may need to provide any of those disclosures that are relevant to
material transactions, other events or conditions of the small entity in order to
meet the requirement set out in paragraphs 1A.5 and 1A.16.

Paragraph 1A.17A is amended as follows:

1A.17A In accordance with paragraph 3.16B, a small entity need not provide a specific
disclosure (including those set out in paragraph 4A-48—1A.16A and
Appendix C or Appendix D to this section, as relevant) if the information
resulting from that disclosure is not material, except when required by the Act
regardless of materiality.

Paragraphs 1A.18 to 1A.20 are moved to paragraphs 1A.16A to 1A.16C as follows:
1A18 A - , . "

1A.19

1A.20

Appendix C to Section 1A Disclosure requirements for small entities in the UK

23

The introductory text is amended as follows:

This appendix is an integral part of Section 1A.
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24

25

26

This appendix sets out the disclosure requirements for small entities in the UK.

Some of the disclosure requirements set out in this appendix are requirements of this
FRS only and cross-refer to requirements in other sections of this FRS, which are
highlighted by including a 7 in the left-hand margin.

This appendix also sets out the disclosure requirements for small entities based on the
requirements of company law in the UK. These are shown in italic font in the
paragraphs below. Other than substituting company law terminology with the
equivalent terminology used in FRS 102 (see Appendix Il) the drafting is as close as
possible to that set out in company law. References to Schedule 1 are to Schedule 1 of
the Small Companies Regulations.

When there is a similar disclosure requirement in FRS 102 this has been indicated and
those paragraphs of FRS 102 that have been cross-referenced are also highlighted by
including an * in the left-hand margin (the * against paragraph 6.3(c) refers to a legal
requirement in the Republic of Ireland only). In many cases compliance with the similar
requirement of FRS 102 will result in compliance with the requirements below, however
a small entity must ensure it complies with all the disclosure requirements of this
appendix.

A sub-heading and paragraphs 1AC.2A and PBE1AC.2B are inserted as follows:
Compliance with this FRS

1AC.2A A small entity applying Section 1A whose financial statements comply with
this FRS shall make an explicit and unreserved statement of such compliance
in the notes. Financial statements shall not be described as complying with
this FRS unless they comply with all the requirements of this FRS and so a
small entity applying Section 1A shall clearly state that Section 1A has been
applied. A similar requirement is contained in paragraph 3.3 of this FRS.

PBE1AC.2B A public benefit entity that applies the ‘PBE’ prefixed paragraphs shall
make an explicit and unreserved statement that it is a public benefit entity. A
similar requirement is contained in paragraph PBE3.3A of this FRS.

A sub-heading and paragraphs 1AC.2C and 1AC.2D are inserted as follows:
Going concern

1AC.2C A small entity shall provide the disclosures set out in paragraph 3.8A relating
to the use of the going concern basis.

1AC.2D A small entity shall provide the disclosures relating to material uncertainties
related to events or conditions that may cast significant doubt upon the small
entity’s ability to continue as a going concern as set out in paragraph 3.9.

Paragraph 1AC.3 is amended as follows:

1AC.3 The accounting policies adopted by the small entity in determining the
amounts to be included in respect of items shown in the statement of financial
position and in determining the profit or loss of the small entity must be stated
(including such policies with respect to the depreciation and impairment of
assets). (Schedule 1, paragraph 44)

Paragraphs 8.5 and 8.5A addresses—address similar requirements for
disclosing—sighificant accounting—pelicies policy information. Including
information about the judgements made in applying the small entity’s
accounting policies, as set out in paragraph 8.6, may be useful to users of
the small entity’s financial statements.
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27

28

Paragraph 1AC.13 is amended as follows:
1AC.13 In respect of each item within paragraph 1AC.12 there must also be stated:

(a) the cumulative amount of provisions for depreciation and impairment of
assets included under that item as at the date of the beginning of the
reporting period and as at the reporting date respectively;

(b)  the amount of any such provisions made in respect of the reporting
period;

(c)  the amount of any adjustments made in respect of any such provisions
during the reporting period in consequence of the disposal of any
assets; and

(d) the amount of any other adjustments made in respect of any such
provisions during the reporting period. (Schedule 1, paragraph 48(3))

These two paragraphs apply to all fixed assets, including investment
property, property, plant and equipment, intangible assets (including
goodwill), right-of-use assets, fixed asset investments, biological assets
and heritage assets recognised in the statement of financial position.

Each item refers to a class of fixed assets shown separately either in the
statement of financial position, or in the notes to the financial statements.

These reconciliations need not be presented for prior periods.

Paragraph 16.10(e) addresses similar requirements for investment property.
Paragraphs 17.31(d) and (e) address similar requirements for property, plant
and equipment. Paragraphs 18.27(c) and (e) address similar requirements for
intangible assets other than goodwill. Paragraph 19.26 addresses similar
requirements for goodwill. Paragraphs 20.86(a), (h) and (j) address similar
requirements for right-of-use assets. Paragraphs 34.7(c) and 34.10(e)
address similar requirements for biological assets. Paragraphs 34.55(e) and
(f) address similar requirements for heritage assets recognised in the
statement of financial position.

Paragraph 1AC.14 is amended as follows:
1AC.14 Where fixed assets are measured at revalued amounts the items affected and

the basis of valuation adopted in determining the amounts of the assets in
question in the case of each such item must be disclosed in the note on
accounting policies. (Schedule 1, paragraph 34(2))

These requirements apply when:

° investments in subsidiaries, associates and joint ventures are
measured at fair value with changes in fair value recognised in other
comprehensive income. Paragraph 9.27(b) addresses a similar
disclosure requirement;

° property, plant and equipment are revalued using the revaluation model
set out in paragraphs 17.15B to 17.15F. Paragraph 17.31(a) addresses
a similar disclosure requirement;-and

) intangible assets other than goodwill are revalued using the revaluation
model set out in paragraphs 18.18B to 18.18H. Paragraph 18.29A(c)
addresses a similar disclosure requirement; and

° right-of-use assets are revalued using the revaluation model set out in
paragraph 20.66. Paragraph 20.90 addresses a similar disclosure
requirement.

These requirements do not apply to investment property and biological assets
measured at fair value through profit or loss.
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30

31

Paragraph 1AC.16 is amended as follows:
1AC.16 In the case of each item in the statement of financial position measured at a

revalued amount, the comparable amounts determined according to the
historical cost accounting rules must be shown in a note to the financial
statements. (Schedule 1, paragraph 34(3))

The comparable amounts refers to the aggregate amount of cost and the
aggregate of accumulated depreciation and accumulated impairment losses
that would have been required according to the historical cost accounting
rules (Schedule 1, paragraph 34(4)).

Paragraphs 17.32A(d), ard—18.29A(d) and 20.90 address similar
requirements.

These requirements apply in the same circumstances as those set out in
paragraph 1AC.14.

Paragraph 1AC.29 is amended as follows:
1AC.29 The total amount of any financial commitments, guarantees and

contingencies that are not included in the balance sheet must be stated.
(Schedule 1, paragraph 57(1))

The total amount of any commitments concerning pensions must be
separately disclosed. (Schedule 1, paragraph 57(3))

The total amount of any commitments which are undertaken on behalf of or for
the benefit of:

(a) any parent, fellow subsidiary or any subsidiary of the small entity; or
(b) any undertaking in which the small entity has a participating interest,

must be separately stated and those within (a) must also be stated separately
from those within (b). (Schedule 1, paragraph 57(4))

Such commitments can arise in a variety of situations, including in relation to
group entities, investments, property, plant and equipment, leases and
pension obligations. Paragraphs 15.19(d), 16.10(d), 17.32(b), 18.28(d),
20.4687, 21.15, 28.40A(a), 28.40A(b), 28.41A(d), 33.9(b)(ii) and 34.62
address similar requirements.

Paragraph 1AC.31 is amended as follows:
1AC.31 Ifin any reporting period a small entity is or has been party to arrangements

that are not reflected in its statement of financial position and at the reporting
date the risks or benefits arising from those arrangements are material the
nature and business purpose of the arrangements must be given in the notes
to the financial statements to the extent necessary for enabling the financial
position of the small entity to be assessed. (Section 410A of the Act)

Examples of off-balance sheet arrangements include risk and benefit-sharing
arrangements or obligations arising from a eentraet-contract such as debt
factoring, combined sale and repurchase arrangements, consignment stock
arrangements, take or pay arrangements, securitisation arranged through
separate entities, pledged assets, eperatinglease—arrangements—leases for
which the lessee has taken a recognition exemption, outsourcing and the like.
In many cases the disclosures about financial commitments and
contingencies required by paragraphs 1AC.29 and 1AC.30 will also address
such arrangements.
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33

34

Paragraphs 1AC.31A to 1AC.31C are inserted as follows:
1AC.31A A small entity that is a lessee shall provide a general description of its

significant leasing arrangements, and, if necessary to enable users to
understand these arrangements, additional qualitative and quantitative
information. A similar disclosure requirement is included in paragraph 20.85.

1AC.31B A small entity shall provide the disclosures relating to provisions and

contingencies set out in paragraphs 21.14 to 21.17A.

1AC.31C A small entity shall provide the disclosures relating to share-based payment

transactions set out in paragraphs 26.18 and 26.23.

Paragraphs 1AC.32A and 1AC.32B are inserted as follows:
1AC.32A A small entity shall provide the disclosures relating to short-term leases,

leases of low-value assets and variable lease payments set out in
paragraphs 20.86(c) to 20.86(e).

1AC.32B A small entity shall provide the disclosures relating to its promises in

contracts with customers set out in paragraphs 23.124(a) to 23.124(bA) and
23.124(d).

Paragraph 1AC.35 is amended as follows:

1AC.35 Particulars must be given of material transactions the small entity has
entered into that have not been concluded under normal market conditions
with:

(a) owners holding a participating interest in the small entity;

(b)  companies in which the small entity itself has a participating interest;
and

(c) the small entity’s directors [or members of its governing body].
Particulars must include:

(@) the amount of such transactions;

(b)  the nature of the related party relationship; and

(c) other information about the transactions necessary for an
understanding of the financial position of the small entity.

Information about individual transactions may be aggregated according to
their nature, except where separate information is necessary for an
understanding of the effects of the related party transactions on the
financial position of the small entity.

Particulars need not be given of transactions entered into between two or
more members of a group, provided that any subsidiary which is a party to
the transaction is wholly-owned by such a member. (Schedule 1,
paragraph 66)

A small entity shall provide the disclosures required by paragraphs 33.9 and
33.14, which address similar requirements for all related parties.

Although disclosure is only required under company law of material
transactions with the specified related parties that have not been
concluded under normal market conditions, small entities disclosing all

transactions with related-parties-related parties would still be compliant with
company law.

Transactions with directors, or members of an entity’s governing body,
include directors’ remuneration and dividends paid to directors.
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35 A heading (underlined) and paragraph 1AC.36A are inserted as follows:

Deferred tax

1AC.36A A small entity shall provide the disclosures relating to deferred tax set out in

paragraphs 29.27(c), 29.27(e) and 29.27(f).

36 Paragraph 1AC.40 is inserted as follows:

1AC.40 A small entity shall disclose dividends declared and paid or payable during

the period as set out in paragraph 6.5(b).

37 Paragraph 1AC.41 is inserted as follows:

1AC.41

On first-time adoption of this FRS a small entity shall provide an explanation

of how the transition has affected its financial position and financial
performance as set out in paragraph 35.13.

Appendix D to Section 1A Disclosure requirements for small entities in the Republic of

Ireland

38 The introductory text to Appendix D to Section 1A is amended as follows:

This appendix sets out the disclosure requirements for small entities based
on the requirements of company law in the Republic of Ireland. These are
shown in italic font in the paragraphs below. The drafting is as close as
possible to that set out in company law, other than, for example, substituting
company law terminology with the equivalent terminology used in FRS 102

(see Appendix Il). References in this appendix to sections-of the-Companies
Vot 20714 ! ,  aprg ocbythe C )

Accounting)-Aet 2017andreferencesto-Schedule 3A are to Schedule 3A to
the Companies Act 2014. Qualifying partnerships are required to apply the
provisions of the Companies Act 2014 set out in this appendix in accordance
with the European Union (Qualifying Partnerships: Accounting and Auditing)
Regulations 2019 (SI No. 597 of 2019).

39 The sequentially numbered footnote to paragraph 1AD.3 is amended as follows:

[*footnote] Small entities that are qualifying partnerships are not required to
comply with the disclosure requirements in paragraph 1AD.3
(Regulation 11 of the European Union (Qualifying Partnership:
Accounting and Auditing) Regulations 2019 (S| No. 597 of
2019)). However, paragraph 9 of FRS 100 encourages a-swmalt
entity-an Irish qualifying partnership applying the small entities
regime to include a statement of compliance in the notes to the
financial statements.

40 Paragraph 1AD.4 is amended as follows:

1AD.4

A small entity shall disclose in the notes to its financial statements the
accounting policies adopted by the small entity in determining:

(a) the items and amounts to be included in its statement of financial
position; and

(b) the items and amounts to be included in its income statement.
(Section 321(1) of the Companies Act 2014)
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Paragraphs 8.5 and 8.5A addresses—address similar requirements for
disclosing—significant accounting—pelicies policy information. Including
information about the judgements made in applying the small entity’s
accounting policies, as set out in paragraph 8.6, may be useful to users of
the small entity’s financial statements.

41 Paragraph 1AD.14 is amended as follows:
1AD.14 In respect of each item within paragraph 1AD.13 there shall also be stated:

(@) the cumulative amount of value adjustments for depreciation and
impairment of assets included under that item as at the date of the
beginning of the reporting period and as at the reporting date
respectively;

(b) the amount of any such value adjustments made in respect of the
reporting period;

(c) the amount of any adjustments made in respect of any such value
adjustments during the reporting period in consequence of the
disposal of any assets; and

(d) the amount of any other adjustments made in respect of any such
value adjustments during the reporting period. (Schedule 3A,
paragraph 45(3))

Comparatives are not required for the movements in fixed assets during the
reporting period noted in paragraphs 1AD.13 and 1AD.14 above.
(Schedule 3A, paragraph 5(2))

These two paragraphs apply to all fixed assets, including investment
property, property, plant and equipment, intangible assets (including
goodwill), right-of-use assets, fixed asset investments, biological assets
and heritage assets recognised in the statement of financial position.

Each item refers to a class of fixed assets shown separately either in the
statement of financial position, or in the notes to the financial statements.

Paragraph 16.10(e) addresses similar requirements for investment property.
Paragraphs 17.31(d) and (e) address similar requirements for property, plant
and equipment. Paragraphs 18.27(c) and (e) address similar requirements
for intangible assets other than goodwill. Paragraph 19.26 addresses similar
requirements for goodwill. Paragraphs 20.86(a), (h) and (j) address similar
requirements for right-of-use assets. Paragraphs 34.7(c) and 34.10(e)
address similar requirements for biological assets. Paragraphs 34.55(e)
and (f) address similar requirements for heritage assets recognised in the
statement of financial position.

42 Paragraph 1AD.15 is amended as follows:

1AD.15 Where fixed assets are measured at revalued amounts, the items affected
and the basis of valuation adopted in determining the amounts of the assets
in question in the case of each such item shall be disclosed in the note on
accounting policies. (Schedule 3A, paragraph 35(2))

These requirements apply when:

° Investments in subsidiaries, associates and joint ventures are
measured at fair value with changes in fair value recognised in other
comprehensive income. Paragraph 9.27(b) addresses a similar
disclosure requirement.

) Property, plant and equipment are revalued using the revaluation
model set out in paragraphs 17.15B to 17.15F. Paragraph 17.31(a)
addresses a similar disclosure requirement.
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° Intangible assets other than goodwill are revalued using the
revaluation model set out in paragraphs 18.18B to 18.18H.
Paragraph 18.29A(c) addresses a similar disclosure requirement.

° Right-of-use assets are revalued using the revaluation model set out in
paragraph 20.66. Paragraph 20.90 addresses a similar disclosure

requirement.

These requirements do not apply to investment property and biological
assets measured at fair value through profit or loss.

43 Paragraph 1AD.16 is amended as follows:

1AD.16

In the case of each item in the statement of financial position measured at a
revalued amount, the comparable amounts determined according to the
historical cost accounting rules shall be shown separately in the statement of
financial position or in a note to the financial statements. (Schedule 3A,
paragraph 35(3))

The comparable amounts refers to the aggregate amount of cost and the
aggregate of accumulated depreciation and accumulated impairment losses

that would have been required according to the historical cost accounting
rules. (Schedule 3A, paragraph 35(4))

Paragraphs 17.32A(d)-and, 18.29A(d) and 20.90 address similar
requirements.

These requirements apply in the same circumstances as those set out in
paragraph 1AD.15.

44 Paragraph 1AD.22 is amended as follows:

1AD.22

Where financial instruments or assets other than financial instruments have
been measured in accordance with the fair value accounting rules there shall
be stated:

(a) the significant assumptions underlying the valuation models and
techniques where fair values have been determined otherwise than by
reference to market price in an active market;

(b)  for each category of financial instruments or assets other than financial
instruments, the fair value of the financial instruments or assets other
than financial instruments in that category and the change in value:

(1) included in the income statement; or
(i) credited or debited to the fair value reserve,

in respect of those financial instruments or assets other than financial
instruments. (Schedule 3A, paragraphs 46(2)(a) and (b))

This does not apply where financial instruments or assets other than
financial instruments are measured at fair value only on initial recognition.

This applies where financial instruments, investment property and biological
assets are subsequently measured at fair value through profit or loss, which
is permitted or required by paragraphs 9.26(c), 11.14(b), ++44{d)i);
11.14(d)(iii), 11.14(d)(iv), 12.8, 13.4A, 14.4(d), 15.9(d), 16.7 and 34.4.

Paragraphs 11.41, 11.43, 11.48(a)(i), 11.48(a)(ii), 12.28, 12.29(c), and
12.29(e) address similar disclosure requirements for financial instruments.
Paragraphs 16.10(a) and 16.10(e)(ii) address similar disclosure
requirements for investment property. Paragraphs 34.7(b) and 34.7(c)(i)
address similar disclosure requirements for biological assets.
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45

46

Paragraph 1AD.33 is amended as follows:

1AD.33

Where any commitment referred to in paragraph 1AD.31 or 1AD.32 relates
wholly or partly to retirement benefits payable to past directors of the
company, separate particulars shall be given of that commitment.
(Schedule 3A, paragraph 51(6))

A small entity that is not a company shall provide the disclosures required by
this paragraph in relation to past members of its governing body. For a
qualifying partrership—partnerships, the disclosures shall provide—this
disclosure—be provided in relation to past members—of-the—qualifying
partRership.

Such commitments as referred to in 1AD.29 to 1AD.33 can arise in a variety
of situations, including in relation to group entities, investments, property,
plant and equipment, leases and retirement benefit obligations. Paragraphs
15.19(d), 16.10(d), 17.32(b), 18.28(d), 20.4687, 21.15, 28.40A(a),
28.40A(b), 28.41A(d), 33.9(b)(ii) and 34.62 address similar requirements.

Paragraph 28.41(k) addresses similar requirements for the assumptions
underlying retirement benefit commitments recognised in the statement of
financial position.

Paragraph 1AD.34 is amended as follows:

1AD.34

The nature and business purpose of any arrangements of a small entity that
are not included in its statement of financial position shall be provided in the
notes to the financial statements if the risks or benefits arising from such
arrangements are material and in so far as the disclosure of such risks or
benefits is necessary for assessing the financial position of the small entity.
(Sections 323(1) and 323(1A) of the Companies Act 2014)

Examples of off-balance sheet arrangements include risk and
benefit-sharing arrangements or obligations arising from a eoentract
contract such as debt factoring, combined sale and repurchase
arrangements, consignment stock arrangements, take or pay
arrangements, securitisation arranged through separate entities, pledged
assets,-operatingleasearrangements; leases for which the lessee has taken
a _recognition exemption, outsourcing and the like. In many cases the
disclosures about financial commitments and contingencies required by
paragraphs 1AD.28 to 1AD.33 will also address such arrangements.

Appendix E to Section 1A Additional disclosure encouraged for small entities

47

48

The title of the section is amended as follows:

Additional disclosure encouraged for small entities in
the Republic of Ireland

Paragraph 1AE.1 is amended as follows:

1AE.1

When-As part of meeting the requirements of paragraph 1A.5, when relevant
to its transactions, other events and conditions, a small entity in-the UK-in
the Republic of Ireland is encouraged to provide the following disclosures,
which may be necessary in order to give a true and fair view:

() ‘ o iththis ERS . h3.3.
adaptedtoreferto-Section4A:[Deleted]

(b) a statement that it is a public benefit entity as set out in
paragraph PBE3.3A;
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49

the disclosures relating to material uncertainties related to events or
conditions that may cast significant doubt upon the small entity’s ability
to continue as a going concern as set out in paragraph 3.9; and

as-seteutinparagraph-6-5bh—and[Deleted
on first-time adoption of this FRS an explanation of how the transition

has affected its financial position and financial performance as set
out in paragraph 35.13.

Paragraph 1AE.2 is deleted as follows:

1AE.2

paragraph-—1AE-Hb),(e)-and-{e)[Deleted]

28 FRED 82: Draft Amendments to FRS 102 and other FRSs (December 2022)



Draft amendments to Section 2
Concepts and Pervasive Principles

50

51

The following paragraphs set out the draft amendments to Section 2 Concepts and
Pervasive Principles. For ease of reading, revised text is not underlined.

Paragraphs 2.1 to 2.52 and all sub-headings are deleted and replaced with the
following:

Scope of this section

2.1

2.2

2.3

This section describes the objective of financial statements of entities within
the scope of this FRS. It also sets out the concepts and basic principles
underlying the financial statements of entities within the scope of this FRS.

Although this section sets out the concepts and pervasive principles underlying
financial statements, in some circumstances there may be inconsistencies
between the concepts and principles in this section and the requirements in
another section of this FRS. In these circumstances, the requirements in the
other section within this FRS take precedence over this section.

When this FRS does not specifically address a transaction, other event or
condition, the concepts and pervasive principles in this section are applied in
developing an accounting policy, in the circumstances described in
paragraphs 10.4 and 10.5.

The objective of financial statements

2.4

2.5

2.6

2.7

Objective, usefulness and limitation on general purpose financial
statements

The objective of general purpose financial statements is to provide financial
information about the entity for a wide range of users who are not in a position
to demand reports tailored to meet their particular information needs.

Such information includes information about;

(a) the economic resources of the entity, claims against the entity and
changes in those resources and claims; and

(b) how efficiently and effectively the entity’s management has discharged
its responsibilities to use the entity’s economic resources.

However, general purpose financial statements do not and cannot provide all
the information that existing and potential investors, lenders and other creditors
need. Those users need to consider pertinent information from other sources,
for example, general economic conditions and expectations, political events
and the political climate, and industry and company outlooks.

Information about a reporting entity’s economic resources, claims
against the entity and changes in resources and claims

General purpose financial statements provide information about the financial
position of a reporting entity, which is information about the entity’s economic
resources and the claims against the entity. Financial statements also provide
information about the effects of transactions and other events that change a
reporting entity’s economic resources and claims. They allow users to make
decisions and develop expectations based on their assessment of the amount,
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timing and uncertainty of future net cash inflows to the entity. Financial
statements also help users to assess management stewardship of those
resources.

Qualitative characteristics of information in financial statements

2.8

2.9

2.10

2.11

2.12

2.13

2.14

2.15

The qualitative characteristics of useful financial information described in
paragraphs 2.9 to 2.24 identify the types of information that are likely to be the
most useful to users for making decisions about the entity on the basis of
information in its financial statements.

Qualitative characteristics of useful financial information

The fundamental qualitative characteristics are relevance and faithful
representation. If financial information is to be useful, it must both be
relevant and faithfully represent what it purports to represent. The usefulness
of financial information is enhanced if it is comparable, verifiable, timely and
understandable.

Relevance

Relevant financial information is capable of making a difference in the decisions
made by users. Information may be capable of making a difference in a
decision even if some users choose not to take advantage of it or are already
aware of it from other sources.

Materiality

Information is material if omitting, misstating or obscuring it could reasonably
be expected to influence decisions that the users of general purpose financial
statements make on the basis of those financial statements.

Materiality depends on the nature or magnitude of information, or both. An
entity assesses whether information, either individually or in combination with
other information, is material in the context of its financial statements taken as a
whole.

Information is obscured if it is communicated in a way that would have a similar
effect for users of financial statements to omitting or misstating that information.
Examples of circumstances that may result in information being obscured could
include: usage of vague or unclear language; inappropriate aggregation of
dissimilar information or disaggregation of similar information; and hiding
material information using immaterial information.

Assessing whether information could reasonably be expected to influence
decisions made by the users of a specific reporting entity’s general purpose
financial statements, requires an entity to consider the characteristics of those
users while also considering the entity’s own circumstances.

Faithful representation

Financial statements represent economic events in words and numbers. To be
useful, financial information must not only represent relevant events, but it must
also faithfully represent the substance of the events that it purports to
represent. In many circumstances, the substance of an economic event and its
legal form are the same. If they are not the same, providing information only
about the legal form would not faithfully represent the economic events.
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2.16

217

2.18

2.19

2.20

2.21

2.22

2.23

To be a perfectly faithful representation, a depiction would be complete, neutral
and free from error. Faithful representation involves maximising those qualities
but does not mean being accurate in all respects.

A complete depiction includes all information necessary for a user to
understand the events being depicted, including all necessary descriptions
and explanations.

A neutral depiction is without bias in the selection or presentation of financial
information. Neutrality is supported by the exercise of prudence. Prudence is
the exercise of caution when making judgements under conditions of
uncertainty. The exercise of prudence means that assets and income are
not overstated and liabilities and expenses are not understated. Equally, the
exercise of prudence does not allow for the understatement of assets orincome
or the overstatement of liabilities or expenses. Such misstatements can lead to
the overstatement or understatement of income or expenses in future periods.
The exercise of prudence does not imply a need for asymmetry, although
particular sections may contain asymmetric requirements if these are a
consequence of decisions intended to select the most relevant information that
faithfully represents what it purports to represent.

Free from error means there are no errors or omissions in the description of the
events, and the process used to produce the reported information has been
selected and applied with no errors. In this context, free from error does not
mean perfectly accurate in all respects.

Enhancing qualitative characteristics

Comparability, verifiability, timeliness and understandability are qualitative
characteristics that enhance the usefulness of information that both is relevant
and provides a faithful representation of what it purports to represent. The
enhancing qualitative characteristics may also help determine how to depict an
event if there are multiple ways to provide equally relevant information and an
equally faithful representation of that event.

Comparability

Information about a reporting entity is more useful if it can be compared with
similar information about other entities and with similar information about the
same entity for another period or another date. Comparability is the qualitative
characteristic that enables users to identify and understand similarities in, and
differences among, items. It is diminished when alternative accounting
methods are applied to the same economic events.

Verifiability

Verifiability helps assure users that information faithfully represents the
economic event it purports to represent. Verifiability means that different
knowledgeable and independent observers could reach consensus, although
not necessarily complete agreement, that a particular depiction is a faithful
representation. Quantified information need not be a single point estimate to be
verifiable. A range of possible amounts and the related probabilities can also be
verified.

Timeliness
Timeliness means having information available to decision-makers in time to be

capable of influencing their decisions. Generally, the older the information is the
less useful it is. However, some information may continue to be timely long
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after the end of a reporting period because, for example, some users need to
identify and assess trends.

Understandability

2.24  Classifying, characterising and presenting information clearly and concisely
makes it understandable. However, excluding information from financial
statements about events that are inherently complex and cannot be made
easy to understand would make these reports incomplete and therefore
possibly misleading. The need for understandability does not allow relevant
information to be omitted on the grounds that it may be too difficult for some
users to understand.

The cost constraint on useful financial reporting

2.25 Cost is a pervasive constraint on the information that can be provided by
financial reporting. Reporting financial information imposes costs, and it is
important that those costs are justified by the benefits of reporting that
information. The evaluation of costs and benefits is substantially a judgemental
process. The costs are not necessarily borne by those users who enjoy the
benefits, and often the benefits are enjoyed by a broad range of external users.

2.26  Providers of financial information expend most of the effort involved in
collecting, processing, verifying and disseminating financial information. Users
of financial information also incur costs of analysing and interpreting the
information provided. If needed information is not provided, users incur
additional costs to obtain that information elsewhere or to estimate it.

2.27 Reporting financial information that is relevant and faithfully represents what it
purports to represent helps users to make decisions with more confidence. This
results in more efficient functioning of capital markets and a lower cost of
capital for the economy as a whole. An individual investor, lender or other
creditor also receives benefits by making more informed decisions. The
benefits may also include better management decisions because financial
information used internally is often based at least partly on information
prepared for general purpose financial reporting purposes. However, it is not
possible for general purpose financial reports to provide all the information that
every user finds relevant.

Financial statements and the reporting entity

Reporting period

2.28 Financial statements are prepared for a specified period of time (reporting
period) and provide information about:

(@) assets and liabilities — including contingent assets and contingent
liabilities — and equity that existed at the end of the reporting period, or
during the reporting period; and

(b) income and expenses for the reporting period.

2.29 To help users of financial statements to identify and assess changes and
trends, financial statements also provide comparative information for at least
one preceding reporting period, except when this FRS permits or requires
otherwise.
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2.30

2.31

2.32

2.33

Information about possible future transactions and other possible future events
is included in financial statements if it:

(a) relates to the entity’s assets or liabilities — including contingent assets or
liabilities — or equity that existed at the end of the reporting period, or
during the reporting period, or to income or expenses for the reporting
period; and

(b) s useful to users of financial statements.

Financial statements do not typically provide other types of forward-looking
information, for example, explanatory material about management’s
expectations and strategies for the reporting entity.

Perspective adopted in financial statements

Financial statements provide information about transactions and other events
viewed from the perspective of the reporting entity as a whole.

Going concern assumption

Financial statements are normally prepared on the assumption that the
reporting entity is a going concern and will continue in operation for the
foreseeable future. However, if the entity has either the intention or the need to
enter liquidation or to cease trading, the financial statements may have to be
prepared on a different basis. If so, the financial statements shall describe the
basis used, as set out in paragraph 3.9.

The reporting entity

A reporting entity is an entity that is required, or chooses, to prepare financial
statements. A reporting entity can be a single entity or a portion of an entity or
can comprise more than one entity. A reporting entity is not necessarily a legal
entity. If a reporting entity comprises both a parent and its subsidiaries, the
reporting entity’s financial statements are referred to as consolidated
financial statements.

The elements of financial statements

2.34

2.35

2.36

2.37

Introduction

The elements of financial statements defined in this section are:

(a) assets, liabilities and equity, which relate to a reporting entity’s financial
position; and

(b) income and expenses, which relate to a reporting entity’s financial
performance.

Those elements are linked to the economic resources, claims and changes in
economic resources and claims discussed in paragraph 2.7.

Definition of an asset

An asset is a present economic resource controlled by the entity as a result of
past events.

An economic resource is a right that has the potential to produce economic
benefits.
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2.38 Rights that have the potential to produce economic benefits take many forms,
including:

(a) rights that correspond to an obligation of another party, for example:
(i) rights to receive cash.
(i)  rights to receive goods or services.

(i)  rights to exchange economic resources with another party on
favourable terms. Such rights include, for example, a forward
contract to buy an economic resource on terms that are currently
favourable, or an option to buy an economic resource.

(iv) rights to benefit from an obligation of another party to transfer an
economic resource if a specified uncertain future event occurs.

(b) rights that do not correspond to an obligation of another party, for
example:

(i) rights over physical objects, such as property, plant and
equipment or inventories. Examples of such rights are a right
to use a physical object or a right to benefit from the residual
value of a leased object.

(ii)  rights to use intellectual property.

2.39 Many rights are established by contract, legislation or similar means. For
example, an entity might obtain rights from owning or leasing a physical object,
from owning a debt instrument or an equity instrument, or from owning a
registered patent. However, an entity might also obtain rights in other ways, for
example:

(a) by acquiring or creating know-how that is not in the public domain; or

(b) through an obligation of another party that arises because that other
party has no practical ability to act in a manner inconsistent with its
customary practices, published policies or specific statements.

2.40 For the potential to produce economic benefits to exist, it does not need to be
certain, or even likely, that the right will produce economic benefits. It is only
necessary that the right already exists.

2.41  Control links an economic resource to an entity. Assessing whether control
exists helps to identify the economic resource for which the entity accounts. An
entity controls an economic resource if it has the present ability to direct the use
of the economic resource and obtain the economic benefits that may flow from
it. An entity has the present ability to direct the use of an economic resource if it
has the right