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Timeline of the Second Comprehensive Review

Request for Exposure Draft Addendum : .
Research starts Information published Exposure Draft ;Z;g;g'};%%gg
published published
Comment period Comment period Comment period
ends ends ends

February January October September March March July February

Start Completion
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Stakeholder feedback and IASB discussions

Request for Information Exposure Draft Addendum Exposure Draft Finalisation
(February 2019—October (November 2020—March (March 2024—September (April 2023—September
2020) 2023) 2024) 2024)

66 | Comment letters 70 | Comment letters 35 | Comment letters 11 | IASB meetings
15 | Outreach events 31 | Outreach events 1 | Outreach events Fieldwork on introducing
expected credit loss
30 | Survey response Fieldwork on Section 23 2 | IASB meetings model
54 | User survey 21 " questionnaire 29 | « questionnaire
« meetings 20 |+ meetings
response and 12 -
interviews IASB meetings
9 | IASB meetings
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Framework for the Second Comprehensive Review

Would a change make a difference
Relevance to SMEs in the decisions of users of SMEs’
financial statements?

Can appropriate simplifications be

Simplification made for SMES?

Faithful Does the outcome faithfully
representation represent economics in words and
numbers?
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Framework for the Second Comprehensive Review

Keeping the Standard simple for SMEs and useful to users of SMEs’ financial statements

In assessing costs and benefits of amending the Standard, the IASB considers:

The limited resources of The information needs of
SMEs users of SMEs’ financial
statements, mainly lenders.

= |-

Preparers Users
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Scope of the Second Comprehensive Review

Alignment
with IFRS
Accounting

Standard
considered

10

Q Requirements in full IFRS Accounting Standards issued:

= since the first review that had an effective date on or before 1 January 2019; and

= bhefore the first review that did not result in amendments to the Standard in 2015

@ Other topics brought to the IASB’s attention relating to the Standard

The Conceptual Framework

IFRS 13 Fair value measurement

IFRS 3 Business Combinations

IFRS 14 Regulatory Deferral
Accounts

IFRS 9 Financial Instruments

IFRS 10 Consolidated
Financial Statements

IFRS 15 Revenue from Contracts
with Customers

IFRS 11 Joint Arrangements

IFRS 16 Leases

Other
amendments to
IFRS Accounting
Standards and
IFRIC
Interpretations
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Third edition of the IFRS for SMEs Accounting Standard

Changes in the Third edition of the IFRS for SMEs Accounting
Standard

Examples of differences between the IFRS for SMEs Accounting
Standard and full IFRS Accounting Standards

Topics that will be considered by the IASB in a future review
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Section 2 Concepts and Pervasive Principles

Reflect improvements from the 2018 Conceptual Framework for Financial Reporting

The outcome of * introducing new concepts on measurement, presentation,

applying the disclosure and guidance on derecogpnition;
alignment approach

is that the IASB wiill

« updating definitions and recognition criteria for assets and
liabilities;

base Section 2 on the L .
2018 Conceptual - clarifying the concepts of prudence, stewardship, measurement

uncertainty and substance over form; and

Framework for
Financial Reporting « adding an overriding principle that the requirements in other
by: sections of the Standard take precedence over Section 2.

The IASB will retain the concept of ‘undue cost or effort’.
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Section 9 Consolidated and Separate Financial Statements

I_i Reflecting some of the improvements from IFRS 10 Consolidated Financial
@06/ Statements

The outcome

of applying the &
alignment
approach to : . -
IERS 10 is that introduce requirements when a parent loses control of a subsidiary.

the IASB will:

update the definition of control in Section 9 with that in IFRS 10—control
becomes the single basis for consolidation; and

The IASB will retain the rebuttable presumption that control exists when an
Investor owns a majority of the voting rights of an investee.
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Section 11 Financial Instruments

Reflecting some of the improvements from IFRS 9 Financial Instruments

The outcome
of applying the
alignment
approach to
IFRS 9 is that
the IASB will:

The IASB will retain:

remove the option to apply the recognition and measurement requirements
in IAS 39 Financial Instruments: Recognition and Measurement;

supplement the classification requirements, adding a principle for
classification and measurement of financial instruments based on contractual
cash flow characteristics;

require disclosure of an analysis of the age of financial assets by due date;
and

add the definition of a financial guarantee contracts and add simplified
requirements for intragroup issued financial guarantee contracts.

» the incurred loss model for the impairment of financial assets measured at amortised cost; and
» the hedge accounting and derecognition requirements.

16
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New Section 12 Fair Value Measurement

Reflecting improvements from IFRS 13 Fair Value Measurement. The IASB will bring
together the fair value measurement and disclosure requirements in other sections of
the Standard into a new Section 12 (renamed Fair Value Measurement).

« update the definition of fair value with that in IFRS 13;

* update the requirements on fair value measurement with the
principles of the fair value hierarchy in IFRS 13; and

« update the disclosure requirements relating to fair value

with those in IFRS 13.

The outcome of applying
the alignment approach
to IFRS 13 is that the
IASB will:

The requirements for ‘when’ to use fair value measurement in the

Standard will remain unchanged.
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Section 19 Business Combinations

@ Reflecting improvements from IFRS 3 Business Combinations

The outcome
of applying the
alignment

approach to
IFRS 3 is that
the IASB will:

update the definition of a business with that in IFRS 3;

introduce new requirements:

« if a new entity is formed in a business combination;

« for step-acquisitions; and

» to recognise acquisition-related costs in profit or loss;

clarify that an acquirer cannot recognise a contingency that is not a
liability; and

update references to the definitions of an asset and liability
consistent with the revised Section 2.

18
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Section 23 Revenue from Contracts with Customers

[/@ Reflecting improvements from IFRS 15 Revenue from Contracts with Customers

« language—Section 23 uses simple concise language which is
different to the language in IFRS 15;

The outcome of « recognition and measurement, including simplifications for:
applying the
alignment approach

Is that the IASB wiill _ - o _
revise Section 23 to  customer options—material rights arising from a contract with a

be based on IFRS customer are accounted for separately only if an entity can do so
15 with without undue cost or effort; and

« warranties—no assessment required whether a warranty
provides a customer with a service in addition to the assurance;

simplifications for: e contract costs—costs to obtain a contract recognised as
expenses when incurred; and

« disclosure—Section 23 includes simplifications of the disclosure
requirements in IFRS 15.
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Other amendments—responding to feedback

Responding to feedback during this comprehensive review

In response to feedback the IASB will amend other sections of the Standard. The IASB

will:
« clarify the measurement simplification for defined benefit obligations in paragraph 28.19
in Section 28 Employee Benefits;

» provide relief from offsetting receivable in equity when an equity instrument is issued
before receipt of cash and legislation prohibits presentation in accordance with Section 22

Liabilities and Equity; and

« amend the offsetting requirements in Section 29 Income Taxes with |IAS 12.
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Other amendments—IFRS Accounting Standards

% To reflect improvements in IFRS Accounting Standards

The IASB will amend the Standard by:

* requiring an SME to disclose a reconciliation of changes in liabilities arising from
financing activities (Section 7 Statement of Cash Flows);

« updating the definition of materiality in Section 3 Financial Statement Presentation and
accounting estimates in Section 10 Accounting Policies, Estimates and Errors;

 updating the accounting for bearer plants that at initial recognition can be measured
separately without undue cost or effort, to be accounted for as property, plant and
equipment in Section 17 Property Plant and Equipment; and

« providing guidance on advance consideration in a foreign currency in Section 30
Foreign Currency Translation based on IFRIC 22.
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Examples of differences between the Standard and full IFRS

Accounting Standards

The IFRS for SMEs Accounting Standard is intended to be a stand-alone set of accounting
g principles for entities without public accountability

Topic

Investment entities

Third edition of the IFRS for SMEs
Accounting Standard

Full IFRS Accounting
Standards

Section 9 does not have requirements for
Investment entities

IFRS 10 requires an investment entity
to measure its investments in a
subsidiary at fair value instead of
consolidating them

23

Impairment of financial
assets measured at
amortised cost

Section 11 requires SMEs to apply the
incurred loss model to impair financial assets
measured at amortised cost

IFRS 9 requires entities to apply the
expected credit loss model to impair
financial assets measured at
amortised cost
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Examples of differences between the Standard and full IFRS
Accounting Standards (continued)

Third edition of the IFRS for SMEs
Accounting Standard

Full IFRS Accounting
Standards

e

Classification of joint
arrangements

Section 15 Joint Arrangements classifies joint
arrangements as jointly controlled asset,
jointly controlled operation or jointly controlled
entity based on the form of the arrangement

IFRS 11 classifies joint arrangements
as either joint operations or joint
ventures based on the parties’ rights
and obligations

Development costs

Section 18 Intangible Assets other than
Goodwill requires SMEs to recognise
expenditure incurred on research and
development activities as an expense

IAS 38 Intangible Assets requires the
recognition of intangible assets
arising from development costs that
meet specified criteria

Measurement of intangible
assets

Section 18 does not have an option for the
use of the revaluation model for the
subsequent measurement of intangible assets

IAS 38 has an option to use the
revaluation model for the subsequent
measurement of intangible assets
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Examples of differences between the Standard and full IFRS
Accounting Standards (continued)

Third edition of the IFRS for SMEs Full IFRS Accounting
Accounting Standard Standards

e |

Goodwill

After initial recognition, goodwill is measured
at cost less accumulated amortisation and any
accumulated impairment losses in Section 19

Goodwill is not amortised applying
IAS 38

Business combinations

Section 19 requires an acquirer to measure at
the acquisition date any non-controlling
interest (NCI) in the acquiree at the NCI’s
proportionate share of the acquiree’s
identifiable net assets

IFRS 3 permits an acquirer to
measure at the acquisition date any
NCI in the acquiree either at fair value
or at the NCI’s proportionate share of
the acquiree’s identifiable net assets

Borrowing costs

Section 25 Borrowing Costs requires SMEs to
recognise all borrowing costs as an expense
in profit and loss in the period in which they
are incurred

IAS 23 Borrowing Costs requires
borrowing costs directly attributable to
acquisition, construction or production
of a qualifying asset to be capitalised
as part of the cost of the asset
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Topics that will be considered by the IASB in a future review

Topic Rationale

IFRS 14 Requlator The IASB’s project on Rate Regulated Activities will replace

J y IFRS 14 when it is completed. Therefore, the IASB decided not to
Deferral Accounts : :
amend the Standard as part of this review.

The IASB decided not to amend the Standard to align with
IFRS 16 Leases IFRS 16 at this time and to consider this topic in the next
comprehensive review.

Research indicates that the holdings of cryptocurrency and
Cryptocurrency iIssuance of cryptoassets are uncommon among SMEs at this
time. The IASB is monitoring the use of cryptocurrencies.

The third edition of IFRS for SMEs Accounting Standard has not been amended for these
topics. The IASB will consider these topics in a future review of the Standard.
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Questions for discussion

2

Can you identify any areas that might result in
Implementation issues/might cause difficulty in transitioning
to third edition?

How do you plan to support implementation of the third
edition of the Standard in your jurisdiction?

Do you have other comments?

29
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Resources available on the IASB website

Dedicated pages on the IFRS Foundation website - www.ifrs.org

https://www.ifrs.org/issued-standards/ifrs-for-smes/
https://www.ifrs.org/supporting-implementation/supporting-materials-for-the-ifrs-for-smes

The IFRS for SMEs Standard Supporting materials for the IFRS for SMEs
Standard

About the . Submit
Resources .
Standard Translations News - questions Updates

6

Educational Fact sheet Quarterly
modules EVSEIE S

Presentations

SMEIG Q&As
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Follow us online

@ Ifrs.org

X @IFRSFoundation
(P) IFRS Foundation

0
R International Accounting
Standards Board
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