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Contents Foreword
At EY, we strive to simplify complex accounting and 
reporting requirements for our clients. With that in 
mind, this publication brings together the significant 
changes in accounting standards, regulatory 
requirements, as well as key enablers, to help you 
respond to the changing landscape.

In this edition, we discuss recent IFRS updates 
including, among other things:

• Covid 19 accounting considerations 

• Interest rate benchmark reform

• International Accounting Standard Board (IASB) 
and International Financial Reporting Standards 
(IFRS IC) exposure drafts, agenda decisions and 
guidance

• Regulator expectations and related guidance for 
2020 financial reporting 

• New EY Illustrative financial statements for 31 
December 2020 year ends.

From an Irish GAAP perspective, we provide a 
summary of key amendments to Irish GAAP, some of 
which are effective for accounting periods beginning 
on or after 1 January 2020.

If you have any questions or would like to discuss how 
your company is impacted by any of the topics in this 
publication, please get in touch with your EY contact, 
who will be supported by the individuals below.

Mark Kelly
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mark.kelly@ie.ey.com
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derarca.dennis@ie.ey.com
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Section 1:  
International 
Financial 
Reporting 
Standards (IFRS)

Our updated publication Accounting considerations 
of the coronavirus pandemic  provides accounting 
considerations for the financial effects of the 
coronavirus when preparing annual IFRS financial 
statements in 2020.

The coronavirus pandemic has significantly impacted 
the world economy. Businesses are dealing with lost 
revenue and disrupted supply chains. In addition, 
various governments have announced measures to 
provide both financial and non-financial assistance to 
the disrupted industry sectors and the affected business 
organisations.

When preparing annual financial statements for years 
ending in 2020, entities need to consider the financial 
reporting issues and reminders highlighted in this 
publication, which include going concern, financial 
instruments, impairment assessment of non-financial 
assets, government grants, income taxes, liabilities 
from insurance contracts, leases, insurance recoveries, 
onerous contract provisions, fair value measurement, 
revenue recognition, inventories, share-based payment, 
events after the reporting period, other financial 
statement presentation and disclosure requirements, 

COVID-19 accounting considerations

other accounting estimates and alternative performance 
measures and disclosures.  The issues discussed are by 
no means exhaustive and their applicability depends on 
the facts and circumstances of each entity.

Applying IFRS: Accounting considerations of 
the Coronavirus pandemic  
(November 2020) 

https://www.ey.com/en_gl/ifrs-technical-resources/accounting-considerations-of-the-coronavirus-pandemic-updated-november-2020
https://www.ey.com/en_gl/ifrs-technical-resources/accounting-considerations-of-the-coronavirus-pandemic-updated-november-2020
https://www.ey.com/en_gl/ifrs-technical-resources/accounting-considerations-of-the-coronavirus-pandemic-updated-november-2020
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Applying IFRS -  Impact of 
coronavirus on disclosures

Section 1: International Financial Reporting Standards (IFRS)

Our Applying IFRS Disclosure of COVID-19 impact 
publication summarises the results of our survey of the 
COVID-19 disclosures in IFRS financial statements of 
more than 120 companies. The entities in our survey 
published their annual financial statements subsequent 
to the COVID-19 pandemic being declared. The 
publication supplements our Applying IFRS series on 
accounting considerations of the coronavirus pandemic 
and should be read in conjunction with it.

In our Applying IFRS -Disclosure of COVID-19 impact 
on expected credit losses of banks publication, we 
focus on the impact of COVID-19 on the expected 
credit loss disclosures provided by banks.

Interest rate benchmark reform 

The IASB published Interest Rate Benchmark Reform – Phase 2, Amendments to IFRS 
9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 in August 2020 to address the accounting 
issues that arise when financial instruments are modified from referencing an 
Interbank Offered Rate (or IBOR), to reference a nearly risk free interest rate. This 
Applying IFRS provides an overview of the reliefs and the additional disclosures 
required, and identifies the key considerations for entities, including worked 
examples, as they implement the requirements. The effective date for the Phase 2 
Amendments is 1 January 2021 with early adoption permitted.

This second edition of our Applying IFRS provides an overview of the reliefs and 
further material on the additional disclosures required, and the key considerations for 
entities, including more worked examples, as they implement the requirements.

In this video, our IFRS professionals, Tony Clifford and David Bradbery describe the 
reliefs provided, the additional disclosures and the transition requirements.

Applying IFRS -  Disclosure 
of Covid-19 impact 

(October 2020)

Applying IFRS -  Disclosure 
of Covid-19 impact 
(December 2020)

Applying IFRS  
Disclosure of COVID-19 
impact on expected credit 
losses of banks 

December 2020

Interest Rate Benchmark 
Reform 

(October 2020)

IASB publishes final phase 2 
amendments 

(September 2020)

Interest Rate Benchmark 
Reform 

(December 2020)

Applying IFRS 

IBOR reform 
Updated December 2020

https://www.ey.com/en_gl/ifrs-technical-resources/applying-ifrs-disclosure-of-covid-19-impact
https://www.ey.com/en_gl/ifrs-technical-resources/disclosure-of-covid-19-impact-on-expected-credit-losses-of-banks
https://www.ey.com/en_gl/ifrs-technical-resources/disclosure-of-covid-19-impact-on-expected-credit-losses-of-banks
https://www.ey.com/en_gl/ifrs-technical-resources/applying-ifrs-ibor-reform-october-2020
https://www.ey.com/en_gl/ifrs-technical-resources/applying-ifrs-ibor-reform-updated-december-2020
https://www.ey.com/en_gl/ifrs-technical-resources/ibor-reform-iasb-publishes-final-phase-2-amendments
https://www.ey.com/en_gl/ifrs-technical-resources/applying-ifrs-disclosure-of-covid-19-impact
https://www.ey.com/en_gl/ifrs-technical-resources/applying-ifrs-impact-of-coronavirus-on-apms-and-disclosures
https://www.ey.com/en_gl/ifrs-technical-resources/disclosure-of-covid-19-impact-on-expected-credit-losses-of-banks
https://www.ey.com/en_gl/ifrs-technical-resources/applying-ifrs-impact-of-coronavirus-on-apms-and-disclosures
https://www.ey.com/en_gl/ifrs-technical-resources/applying-ifrs-ibor-reform-october-2020
https://www.ey.com/en_gl/ifrs-technical-resources/ibor-reform-iasb-publishes-final-phase-2-amendments
https://www.ey.com/en_gl/ifrs-technical-resources/applying-ifrs-ibor-reform-updated-december-2020
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Section 1: International Financial Reporting Standards (IFRS)

Other IFRS reference material

A closer look at IFRS 16 Leases (updated 
December 2020)
Our updated publication includes changes to address 
evolving implementation issues. 

It analyses the standard and discusses the 
implementation issues, including recent discussions by 
the IASB and the IFRS Interpretations Committee. It 
also provides a comparison to the US GAAP standard on 
leases. 

A closer look at IFRS 15, the revenue 
recognition standard (October 2020)
Our updated publication, contains important changes 
that address application issues arising from IFRS 
15 for entities that have already adopted it. The 
publication expands our discussion of certain topics 
and includes recent developments from the IASB and 
IFRS interpretations committee. 

Hyperinflationary economies  
(Updated October 2020)
Our IFRS Developments Issue 175 Hyperinflationary 
economies (Updated October 2020) provides a 
summary of countries that are hyperinflationary for 
IFRS purposes in 2020, as well as economies that 
should be monitored for hyperinflation in 2020.

A closer look at IFRS 15, the 
revenue recognition standard 

(Updated October 2020)

A closer look at IFRS 16 Leases 
(Updated December 2020)

Applying IFRS
A closer look at       
IFRS 16 Leases

Updated December 2020

Hyperinflationary  
economies 

(Updated October 2020)

https://www.ey.com/en_gl/ifrs-technical-resources/a-closer-look-at-ifrs-16-leases-updated-december-2020
https://www.ey.com/en_gl/ifrs-technical-resources/a-closer-look-at-ifrs-15-the-revenue-recognition-standard-october-2020
https://www.ey.com/en_gl/ifrs-technical-resources/ifrs-developments-issue-175-hyperinflationary-economies-updated-october-2020
https://www.ey.com/en_gl/ifrs-technical-resources/ifrs-developments-issue-175-hyperinflationary-economies-updated-october-2020
https://www.ey.com/en_gl/ifrs-technical-resources/a-closer-look-at-ifrs-15-the-revenue-recognition-standard-october-2020
https://www.ey.com/en_gl/ifrs-technical-resources/a-closer-look-at-ifrs-16-leases-updated-december-2020
https://www.ey.com/en_gl/ifrs-technical-resources/ifrs-developments-issue-175-hyperinflationary-economies-updated-october-2020


Section 1: International Financial Reporting Standards (IFRS) 
Other reference material
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Extracts from IGAAP® 2018 Financial 
instruments: Hedge accounting IAS 39
IAS 39 Financial Instruments: Recognition and 
Measurement continues to be wholly or partly 
applicable in the following  limited instances: 

• Insurers that meet the criteria in IFRS 4 – Insurance 
Contracts to apply the temporary exemption to IFRS 
9 until the first accounting period beginning on or 
after 1 January 2023 

• Entities that elect to continue applying the full hedge 
accounting requirements of IAS 39 instead of those 
in IFRS 9 until the IASB’s project on dynamic risk 
management is finalised and becomes effective

• Entities that elect to apply the related hedge 
accounting requirements in IAS 39 instead of those 
in IFRS 9 for a fair value hedge of the interest rate 
exposure of a portfolio of financial assets or financial 
liabilities

• Entities reporting under IFRS for SMEs or FRS 102 
-The Financial Reporting Standard applicable in the 
UK and Republic of Ireland (FRS 102)  that have 
elected   to apply the recognition and measurement 
requirements in IAS 39 instead of those in sections 
11 and 12 of IFRS for SMEs or FRS 102. 

Our Extracts from IGAAP® 2018 Financial 
instruments: Hedge accounting IAS 39 publication 
contains extracts from our International GAAP® 2018 
dealing with IAS 39 hedge accounting.

Readers should note that the extracts have been 
republished as they appeared in EY’s International 
GAAP® 2018; they have not been updated to consider 
any changes in understanding or interpretation which 
may have arisen subsequently.

Income taxes – Impact of Brexit
Brexit raises questions about determining when 
tax legislation is enacted and when Brexit becomes 
effective in groups comprising UK and EU entities.

Our IFRS Developments issue 178 summarises the 
impact of Brexit on Income taxes.

Extracts from IGAAP® 2018 
Financial instruments:  
Hedge accounting IAS 39

IAS 12 Income Taxes - Impact 
of Brexit 

(November 2020)  

Issue 178 / November 2020 

IFRS Developments 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

What you need to know 

► Brexit may change the 
application of enacted tax 
legislation in significant and 
complex ways. 

► Income taxes are accounted  
for on the basis of tax rates 
(and tax laws) that have been 
(substantively) enacted by the 
end of the reporting period. 

► A parent entity should 
determine whether Brexit  
is effective in its financial 
reporting period for its  
stand-alone and consolidated 
financial statements. 

► Current and deferred tax 
calculations in 2020 financial 
statements will need to be 
made based on existing tax 
legislation as applied to the 
changed circumstances. 

► Entities must apply judgement 
in providing sufficiently 
detailed disclosures to enable 
users to understand the impact 
of Brexit on their financial 
position, financial performance 
and cash flows. 

 

Background 
The Withdrawal Agreement concluded with the EU came into force at 00:00 CEST 
on 1 February 2020 and the UK left the European Union at that point. That 
agreement established a transition period that ends at 00:00 CEST on 1 January 
2021 (i.e., 23:00 GMT on 31 December 2020), during which the laws and 
regulations of the EU continue to apply in the UK. After that date, the UK will no 
longer be a part of the EU Single Market or the EU Customs Union, but will have 
‘third country’ status under EU law. As a third country, the UK will be able to enter 
into new arrangements with the EU. There has been limited progress to date on 
trade negotiations, making the conclusion of a comprehensive UK-EU Free Trade 
Agreement (FTA) before 1 January 2021 uncertain. The UK Government has said  
it will not request an extension to the transition period under any circumstances. 
Brexit raises important questions about determining whether tax legislation is 
(substantively) enacted, determining when Brexit becomes effective in groups that 
comprise UK and EU entities, the calculation of current and deferred tax, and the 
treatment of uncertainty and incomplete information. 

Tax accounting implications 
Taxation, and consequently, tax accounting, is a particular area of focus as it is  
a complex area that may be significantly impacted by Brexit, in particular, where 
legislation distinguishes between entities that are domiciled in an EU Member State 
and those domiciled in a non-EU country. 
Tax legislation in EU member states and other countries contains tax exemptions 
and tax reliefs (e.g., on withholding tax within the scope of IAS 12 Income Taxes) 
that depend on whether or not the entities involved are EU domiciled. Once the 
transition period ends, these exemptions and reliefs may no longer apply (in the 
same way) to transactions between UK entities and entities that remain within  
the EU. In those cases, additional tax liabilities may crystallise. For example, UK 
companies may lose the benefit of the EU Parent/Subsidiary Directive on dividend 
payments to the UK. 

IAS 12 Income Taxes 
- Impact of Brexit 

https://www.ey.com/en_gl/ifrs-technical-resources/extracts-from-igaap-2018-financial-instruments-hedge-accounting-ias-39
https://www.ey.com/en_gl/ifrs-technical-resources/extracts-from-igaap-2018-financial-instruments-hedge-accounting-ias-39
https://www.ey.com/en_gl/ifrs-technical-resources/ifrs-developments-issue-178-income-taxes-impact-of-brexit
https://www.ey.com/en_gl/ifrs-technical-resources/extracts-from-igaap-2018-financial-instruments-hedge-accounting-ias-39
https://www.ey.com/en_gl/ifrs-technical-resources/ifrs-developments-issue-178-income-taxes-impact-of-brexit
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Section 1: International Financial Reporting Standards (IFRS) 
Other reference material

IFRS update as at 31 December 2020
Our IFRS update 31 December 2020 provides an 
overview of the upcoming changes in standards and 
interpretations (pronouncements) issued by the IASB 
and the IFRS IC as at 31 December 2020 that will be 
effective for the first time for reporting periods ended 
at that date or thereafter. It also summarises key 
features of selected IASB projects and recent IFRS IC 
agenda decisions.

EU Endorsement status 
On 9 October 2020, the European Union published a 
Commission Regulation endorsing the Amendment to 
IFRS 16 Leases -Covid 19-Related Rent Concessions 
with an effective date of annual periods beginning on or 
after 1 June 2020. 

On 16 December 2020, the European Union published 
a Commission Regulation endorsing the Amendments 
to IFRS 4 Insurance Contracts – deferral of IFRS 9. The 
Amendments are effective for annual periods beginning 
on or after 1 January 2021.

On 13 January 2021, the European Union published 
a Commission Regulation endorsing the Amendments 
to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 Interest 
Rate Benchmark Reform – Phase 2. The Amendments 
are effective for annual periods beginning on or after 1 
January 2021 with earlier adoption allowed. 

The latest EFRAG endorsement status report provides 
an overview of IFRS Standards and IFRS interpretations 
pending endorsement. It includes mention of the 
IASB effective date, an indication of when the various 
decisions, including final endorsement, are expected 
to be made and of whether the timetable is compatible 
with the IASB effective date. 

The report further contains a list of all IFRS, 
amendments to IFRS and IFRS Interpretations endorsed 
in the EU, providing for each of them the date when it 
became effective in the EU, the date the endorsement 
decision was made and the date when it was published 
in the Official Journal of the European Union.

EFRAG endorsement  
status report 
(Updated January 2021)

 

The information shown is our current best estimate of the latest date for publication or endorsement, assuming endorsement is to occur. 
1 The EC has decided not to launch the endorsement process of the interim standard IFRS 14 Regulatory Deferral Accounts (issued on 30 January 2014) and to wait for the final IFRS Standard. 

THE EU ENDORSEMENT STATUS REPORT  
 

IASB/IFRIC documents not yet endorsed 
[Revisions to this schedule are marked in bold and steps 
marked in green have been completed] 

EFRAG draft 
endorsement 

advice 

EFRAG 
endorsement 

advice 

ARC Vote When might 
endorsement 
be expected 

IASB 
Effective 

date 

Expected to be 
endorsed 
before the 

effective date 

IFRS STANDARDS1 AND INTERPRETATIONS       

IFRS 17 Insurance Contracts (issued on 18 May 2017); including 
Amendments to IFRS 17 (issued on 25 June 2020) √ 30/09/2020    01/01/2023  

AMENDMENTS       

Amendments to IAS 1 Presentation of Financial Statements: Classification 
of Liabilities as Current or Non-current and Classification of Liabilities as 
Current or Non-current - Deferral of Effective Date (issued on 23 January 
2020 and 15 July 2020 respectively) 

√ 06/11/2020 Q1 2021   01/01/2023 ▲ 

Amendments to  
• IFRS 3 Business Combinations;  
• IAS 16 Property, Plant and Equipment;  
• IAS 37 Provisions, Contingent Liabilities and Contingent Assets  
• Annual Improvements 2018-2020  

(All issued 14 May 2020) 

√ 24/06/2020 √ 23/10/2020 Q1 2021 H2 2021 01/01/2022 ▲ 

 

14 JANUARY 2021  

IFRS update of standards and 
interpretations in issue at  
31 December 2020

1 IFRS Update of standards and interpretations in issue at 31 December 2020  

https://www.ey.com/en_gl/ifrs-technical-resources/ifrs-update-of-standards-and-interpretations-in-issue-at-31-december-2020
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2020.331.01.0020.01.ENG&toc=OJ:L:2020:331:TOC
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L:2020:425:TOC
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2021.011.01.0007.01.ENG&toc=OJ:L:2021:011:TOC
https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FSiteAssets%2FEFRAG%2520Endorsement%2520Status%2520Report%252014%2520January%25202021.pdf
https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FSiteAssets%2FEFRAG%2520Endorsement%2520Status%2520Report%252014%2520January%25202021.pdf
https://www.ey.com/en_gl/ifrs-technical-resources/ifrs-update-of-standards-and-interpretations-in-issue-at-31-december-2020
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Section 1: International Financial Reporting Standards (IFRS)

EY IFRS Core Tools 
EY IFRS illustrative financial statements and disclosure 
checklists
EY publishes a series of illustrative financial statements to assist reporting entities 
in the preparation of their own financial statements. The illustrative financial 
statements are intended to reflect transactions, events and circumstances that we 
consider to be most common for a broad range of companies across a wide variety 
of industries. Certain disclosures are included in these financial statements merely 
for illustrative purposes.

Commentaries are also provided to explain the basis for the disclosure or to address 
alternative disclosures not included in the illustrative financial statements. For 
a more comprehensive list of disclosure requirements, do refer to EY’s Online 
International GAAP® Disclosure Checklist. 

Good Group illustrative 
consolidated financial 

statements  
(December 2020)

Good Group (International) 
Limited Alternative Format 

(December 2020) 

Good Bank (International) 
Limited  

(December 2020)

Good General Insurance 
(International)  

Limited 
(December 2020)

Other EY IFRS technical resources including practical 
technical guidance, latest thinking and tools from EY 
financial reporting professionals are available here.

IGAAP® Disclosure Checklist 
for Annual Financial 

Statements - IFRS in issue at  
31 August 2020 

Good Mining (International) 
Limited  

(December 2020)

Good Mining 
(International) 
Limited  
Illustrative consolidated 
financial statements for the 
year ended 31 December 2020

International GAAP®

Good Real Estate 
(International)  

(December 2020)

IFRS Core Tools

Good Real Estate Group  
(International) Limited
Illustrative consolidated financial 
statements for the year ended 
31 December 2020 

International GAAP®

https://www.ey.com/en_gl/ifrs-technical-resources/accounting-reporting-checklists
https://www.ey.com/en_gl/ifrs-technical-resources/accounting-reporting-checklists
https://www.ey.com/en_gl/ifrs-technical-resources/good-group-international-limited-illustrative-consolidated-financial-statements-december-2020
https://www.ey.com/en_gl/ifrs-technical-resources/good-group-international-limited-alternative-format-december-2020
https://www.ey.com/en_gl/ifrs-technical-resources/good-bank-international-limited-december-2020
https://www.ey.com/en_gl/ifrs-technical-resources/good-general-insurance-international-limited
https://www.ey.com/en_gl/ifrs-technical-resources
https://www.ey.com/en_gl/ifrs-technical-resources
https://www.ey.com/en_gl/ifrs-technical-resources/igaap-disclosure-checklist-for-annual-financial-statements-ifrs-in-issue-at-31-august-2020
https://www.ey.com/en_gl/ifrs-technical-resources/good-mining-international-limited-illustrative-consolidated-financial-statements-december-2020
https://www.ey.com/en_gl/ifrs-technical-resources/good-real-estate-group-2020
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IASB and IFRS IC exposure drafts, agenda decisions and other guidance

Section 1: International Financial Reporting Standards (IFRS)

Lease Liability in a Sale and Leaseback 
Exposure Draft
The International Accounting Standards Board 
proposed to amend IFRS 16 Leases by specifying how 
a company measures the lease liability in a sale and 
leaseback transaction.

The proposed amendment would improve the sale 
and leaseback requirements already in IFRS 16 by 
providing greater clarity for the company selling 
and leasing back an asset on how to account for the 
lease liability both at the date of transaction and 
subsequently. 

The Exposure Draft is open for public comment until 
29 March 2021. 

Our IFRS Developments issue 180 summarises the 
IASB Exposure Draft.

Applying IFRS Standards in 2020 — 
impact of COVID-19
On 28 October 2020 the IASB published an article 
titled Applying IFRS Standards in 2020- impact of 
COVID. The article provide an overview of some 
financial reporting considerations for preparers, 
auditors, investors and regulators as they tackle 
the complexities associated with COVID-19 induced 
disruptions. The article draws on views shared during 
a panel discussion at the IFRS Foundation Virtual 
Conference on 28 September 2020. Refer to the 
IASB’s Applying IFRS Standards in 2020- impact of 
COVID article for more details.

Lease Liability in a Sale and 
Leaseback

Proposed amendment to IFRS 16  
(November 2020)

IFRS® Standards 
Exposure Draft    ED/2020/4

November 2020

Comments to be received by 29 March 2021

Lease Liability in a Sale and Leaseback
Proposed amendment to IFRS 16

Applying IFRS Standards 
in 2020 - impact of 

COVID-19 
(October 2020)

In Brief: Applying IFRS Standards in 2020—impact of covid-19  |  October 2020  |  1

In Brief

October 2020

Applying IFRS Standards in 2020—
impact of covid-19

In this article, member of the International Accounting Standards Board 
(Board) Mary Tokar and Technical Staff member Sid Kumar provide 
an overview of some financial reporting considerations for preparers, 
auditors, investors and regulators as they tackle the complexities 
associated with covid-19 induced disruptions. 

The article draws on the views of an interdisciplinary panel on  
‘Applying IFRS Standards in 2020—impact of covid-19’ at the IFRS Virtual 
Conference 2020 in September. 

The panel focused on:

• what entities need to consider when developing assumptions in 
preparing financial statements in times of heightened uncertainty; and 

• what information to disclose about the assumptions used.

Introduction – Setting the scene
The year 2020 has witnessed the 21st century’s most extreme economic 
crisis.  Unlike the recessions occurring in the past two decades, this 
crisis is the result of a pandemic caused by the coronavirus (covid-19).  
For most entities, operating in a challenging economic environment amid 
heightened uncertainty has added to the complexities in reporting the 
impact of covid-19 in their financial statements.

What are the panel’s messages for applying IFRS Standards in 2020?
The panel explored challenges that entities face in preparing their financial statements; auditors face 
when auditing this information; and investors face in making decisions based on the reported information.  
The panel discussed some principles to consider.

• users of financial statements (users) expect entities to base their estimates in financial statements on 
assumptions consistent with management’s expectations of business performance and the operating 
environment at the reporting date. 

• these assumptions should be developed using reasonable and supportable information available 
to management. 

• users expect transparency into the key assumptions used. Entities should provide unbiased and clear 
information about the key assumptions.

Reporting information in this manner allows users to understand the extent to which the financial 
results can help them in making predictions about the future. 

Mary Tokar 
IASB Member

Sid Kumar 
IASB Technical Staff

IFRS Developments issue 180 
(December 2020)

  

Issue 180 / December 2020 

IFRS Developments 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

What you need to know 

► The IASB proposes amending 
IFRS 16 to specify the method  
a seller-lessee uses in initially 
measuring the right-of-use 
asset and lease liability in a sale 
and leaseback transaction. 

► The proposed amendment also 
addresses how the seller-lessee 
subsequently measures the 
liability in a sale and leaseback 
transaction. 

► Comments are due by 29 
March 2021. 

 

Highlights 
On 27 November 2020, the International Accounting Standards Board (the IASB  
or Board) issued an Exposure Draft Lease Liability in a Sale and Leaseback 
(Proposed amendment to IFRS 16) (the ED). The Board is proposing an amendment 
to IFRS 16 Leases to specify the method a seller-lessee uses in initially measuring 
the right-of-use asset and lease liability arising in a sale and leaseback transaction 
and how the seller-lessee subsequently measures that liability. 

A sale and leaseback transaction involves the transfer of an asset by an entity  
(the seller-lessee) to another entity (the buyer-lessor) and the leaseback of the 
same asset by the seller-lessee. 

The proposal in the ED is intended to improve the requirements for sale and 
leaseback transactions in IFRS 16. It does not change the principles for the sale  
and leaseback requirements in IFRS 16 and does not result in any change to  
the accounting for leases unrelated to sale and leaseback transactions. 

The ED is open for public comments until 29 March 2021.  

 

IASB issues ED on 
measuring the lease 
liability arising in  
a sale and leaseback 
transaction 

https://www.ifrs.org/news-and-events/2020/11/iasb-proposes-amendment-to-leases-standard-to-improve-accounting-for-sale-and-leaseback-transactions/
https://www.ifrs.org/news-and-events/2020/11/iasb-proposes-amendment-to-leases-standard-to-improve-accounting-for-sale-and-leaseback-transactions/
https://www.ifrs.org/news-and-events/2020/10/applying-ifrs-standards-in-2020-impact-of-covid-19/
https://www.ifrs.org/news-and-events/2020/10/applying-ifrs-standards-in-2020-impact-of-covid-19/
https://cdn.ifrs.org/-/media/project/lease-liability/ed-lease-liability-in-a-sale-or-leaseback.pdf?la=en
https://cdn.ifrs.org/-/media/feature/news/2020/inbrief-covid19-oct2020.pdf?la=en
https://www.ifrs.org/news-and-events/2020/10/applying-ifrs-standards-in-2020-impact-of-covid-19/
https://www.ifrs.org/news-and-events/2020/10/applying-ifrs-standards-in-2020-impact-of-covid-19/
https://www.ey.com/en_gl/ifrs-technical-resources/iasb-issues-ed-on-measuring-the-lease-liability-arising-in-a-sale-and-leaseback-transaction
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Issue 177 / November 2020 

IFRS Developments 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

What you need to know 

• On 20 November 2020, the 
IASB released a document for 
education purposes, 
highlighting what entities 
should consider in relation to 
climate-related matters. 

• The document does not 
change, remove, nor add  
to, the requirements in IFRS 
Standards. 

 
 
 
 
 

Background 
On 20 November 2020, the International Accounting Standards Board (the IASB  
or the Board) released a document, prepared for educational purposes, highlighting 
the requirements within IFRS Standards that are relevant for entities’ financial 
statements on climate-related matters. The document does not change, remove, or 
add to, the requirements in IFRS standards and the intention is to support robust 
climate-related disclosures. 

Stakeholders are increasingly interested in the impact of climate change on 
entities’ business models, cash flows, financial position and financial performance. 
While IFRS Standards do not explicitly refer to climate-related matters, entities 
must consider them in applying IFRS Standards when the effect of those matters  
is material. 

The examples of IFRS Standards identified in the educational material are 
considered to be non-exhaustive as there could be other instances where climate-
related matters are relevant to entities’ financial statements.1  
 

1 Further discussion can also be found in an “in Brief” article entitled IFRS Standards and 
climate-related disclosures, written by IASB member Nick Anderson and published in 
November 2019. 
 
 
 

Effects of climate-
related matters on 
financial statements 
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Section 1: International Financial Reporting Standards (IFRS)
IASB and IFRS IC exposure drafts, agenda decisions and other guidance

IFRS Interpretations Committee Agenda 
Decision Supply Chain Financing 
Arrangements – Reverse Factoring
In December 2020, the IASB published IFRS 
Interpretations Committee Agenda Decision Supply 
Chain Financing Arrangements – Reverse Factoring. 
The Agenda Decision considers the impact of a 
reverse factoring arrangement on presentation in 
the balance sheet, the derecognition of a financial 
liability, presentation in the statement of cash flows 
and in the notes to the financial statements. Our Our 
IFRS Developments issue 182 discusses the Agenda 
Decision.

Global sustainability standards 
The IFRS Trustees of the IFRS Foundation 
published a consultation paper on the need for 
global sustainability standards. The consultation 
paper also considers the Foundation’s role in 
the development of sustainability standards. 
Stakeholders’ comments were due by 31 
December 2020. Our publication discusses these 
areas in more detail. 

Educational material on IFRS 
Standards and climate risks
The IASB released a document for educational 
purposes, noting the requirements in IFRS for 
financial statement disclosures related to climate 
risks. The intention of the educational material 
is to support robust climate-related disclosures 
applying existing IFRS standards. 

Our IFRS Developments issue 177 discusses the 
issues in the IASB’s education document. 

Key focus areas

IFRS Foundation 
Trustees publish 

Consultation Paper on 
Sustainability Reporting 

(October 2020)

IFRS Developments  
issue 182 

(January 2021)

  

Issue 182 / January 2021 

IFRS Developments 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

What you need to know 

• In an Agenda Decision issued  
in December 2020, the IFRS IC 
concluded that IFRS Standards 
provide an adequate basis to 
determine the presentation of 
liabilities and the associated 
cash flows in reverse factoring 
arrangements.  

• Entities undertaking reverse 
factoring arrangements  
should ensure that disclosures 
provided are sufficient to meet 
users' needs. 

 
 

Background 
On 14 December 2020, the International Accounting Standards Board (the IASB  
or the Board) met to determine whether to publish the IFRS Interpretations 
Committee’s (the IFRS IC or the Committee) Agenda Decision Supply Chain 
Financing Arrangements – Reverse Factoring (the Agenda Decision) in accordance 
with the new due process for agenda decisions. No members of the Board objected, 
and the Agenda Decision was published in December 2020. 

The Agenda Decision considers the impact of a reverse factoring arrangement  
on presentation in the balance sheet, the derecognition of a financial liability, 
presentation in the statement of cash flows and in the notes to the financial 
statements. 

Whilst reverse factoring arrangements are not new, they have gained more 
prominence in recent years. There are many variations of reverse factoring 
arrangements. In the Agenda Decision, arrangements in which “a financial 
institution agrees to pay amounts an entity owes to the entity’s suppliers and  
the entity agrees to pay the financial institution at the same date as, or a date 
 later than, suppliers are paid” are addressed. 

 

Agenda Decision on 
reverse factoring 

https://www.ey.com/en_gl/ifrs-technical-resources/iasb-releases-educational-material-on-ifrs-standards-and-climate-risks
https://cdn.ifrs.org/-/media/project/supply-chain-financing-arrangements/supply-chain-financing-arrangements-reverse-factoring-december-2020.pdf
https://cdn.ifrs.org/-/media/project/supply-chain-financing-arrangements/supply-chain-financing-arrangements-reverse-factoring-december-2020.pdf
https://cdn.ifrs.org/-/media/project/supply-chain-financing-arrangements/supply-chain-financing-arrangements-reverse-factoring-december-2020.pdf
https://www.ey.com/en_gl/ifrs-technical-resources/ifrs-foundation-trustees-publish-consultation-paper-on-sustainability-reporting
https://cdn.ifrs.org/-/media/feature/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-statements.pdf?la=en
https://cdn.ifrs.org/-/media/feature/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-statements.pdf?la=en
https://www.ey.com/en_gl/ifrs-technical-resources/ifrs-foundation-trustees-publish-consultation-paper-on-sustainability-reporting
https://www.ey.com/en_gl/ifrs-technical-resources/ifrs-developments-issue-182-agenda-decision-on-reverse-factoring
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Business combinations under common 
control
The IASB issued a Discussion Paper (DP) in which it 
identifies two methods of accounting for business 
combinations under common control (BCUCC) by a 
receiving entity.

The DP proposes to clarify that the acquisition method 
(as described in IFRS 3 Business Combinations) 
should generally be applied if the BCUCC affects non-
controlling shareholders of the receiving entity, but 
that a single book-value method should be applied to 
all other BCUCC. Our IFRS Developments issue 179 
covers the issues discussed in the DP. 

Educational material to support 
companies in applying going concern 
requirements
IFRS Foundation published educational material 
to support companies in applying going concern 
requirements. The educational material brings 
together the requirements in IFRS Standards relevant 
for going concern assessments.

Section 1: International Financial Reporting Standards (IFRS)
IASB and IFRS IC exposure drafts, agenda decisions and other guidance

Going concern - a focus 
on disclosure 

(January 2021)

Going concern—a focus on disclosure  |  January 2021  |  1

January 2021

Going concern—a focus on disclosure

A fundamental decision management has to 
make in preparing financial statements applying 
IFRS Standards is whether to prepare them on a going 
concern basis.  In the current stressed economic 
environment arising from the covid-19 pandemic, 
many entities have seen a significant downturn in 
their revenue, profitability and hence liquidity which 
may raise questions about their ability to continue as 
a going concern.  For such entities deciding whether 
financial statements are required to be prepared on a 
going concern basis may therefore involve a greater 
degree of judgement than is usual.

Most stakeholders are familiar with the specific 
discussion of going concern and related requirements 
in IAS 1 Presentation of Financial Statements to disclose 
material uncertainties relating to an entity’s ability 
to continue as a going concern.  However, questions 
raised about going concern in recent months have 
highlighted the relevance of other ‘overarching’ 
disclosure requirements in IAS 1 that interact with 
the specific going concern requirements.  Considering 
this interaction is an important step in identifying 
material disclosures required by IFRS Standards; 
those disclosures are likely to be relevant for users of 
financial statements.  One aspect of this interaction 
was highlighted in a 2014 Agenda Decision published 
by the IFRS Interpretations Committee.  This document 
not only recaps the content of that agenda decision 
but also highlights other possible interactions that 
might be relevant.

Assessing going concern

When preparing financial statements, whether annual 
or interim, IAS 1 requires management to assess the 
entity’s ability to continue as a going concern.  The 
Standard defines going concern by explaining that 
financial statements are prepared on a going concern 
basis unless management either intends to liquidate 
the entity or to cease trading, or has no realistic 
alternative but to do so.

This document is intended to support the consistent application of requirements in IFRS® Standards

Paragraph 26 of IAS 1 states that factors that 
management may need to consider when assessing 
whether the going concern basis of preparation 
is appropriate are those factors that relate to the 
entity’s current and expected profitability, the timing 
of repayment of existing financing facilities and 
potential sources of replacement financing.  In the 
current stressed economic environment, an entity 
may be affected by a wider range of factors than in 
the past.  IAS 1 requires management to take into 
account all available information about the future.  
Therefore, management may need to consider this 
wider range of factors before it can conclude whether 
preparing financial statements on a going concern 
basis is appropriate.  For instance, among the factors 
management may need to consider are the effects 
of any temporary shut-down or curtailment of the 
entity’s activities, possible restrictions on activities 
that might be imposed by governments in the future, 
the continuing availability of any government support 
and the effects of longer-term structural changes in 
the market (such as changes in customer behaviour).

When assessing whether to prepare financial 
statements on a going concern basis, IAS 1 requires 
management to look out at least 12 months from the 
end of the reporting period—but emphasises that the 
outlook is not limited to 12 months.  Some national 
regulations require consideration of going concern 
for 12 months from the date that financial statements 
are authorised for issue.  Considering time periods 
longer than 12 months is not inconsistent with the 
requirements in IAS 1, which establishes a minimum 
period, not a cap.

IFRS Developments  
issue 179 

(December 2020)

Issue 179/ December 2020 

IFRS Developments 

What you need to know 

• On 30 November 2020, 
the IASB issued a DP which
proposes how to account for
BCUCC by receiving entities. 

• The DP identifies two methods 
for accounting for BCUCC - the
acquisition method and 
a single book-value method.

• The acquisition method is 
proposed to apply to BCUCC 
involving non-controlling
shareholders.

• A single book-value method is 
proposed to apply to all other
BCUCC. 

• Comments are due by 
1 September 2021. 

Background 
On 30 November 2020, the International Accounting Standards Board (the IASB  
or the Board) issued Discussion Paper DP/2020/2 Business Combinations under 
Common Control (the DP), in which it identifies two methods of accounting for 
business combinations under common control (BCUCC), by a receiving entity. 
BCUCC are combinations in which all of the combining entities are ultimately 
controlled by the same party, both before and after the combination. The DP 
proposes to clarify that the acquisition method (as described in IFRS 3 Business 
Combinations) should generally be applied if the BCUCC affects non-controlling 
shareholders of the receiving entity, but that a single book-value method should be 
applied to all other BCUCC. The scope of transactions considered in the project is 
limited only to those in which a business (as defined in IFRS 3) is transferred, and 
not, for example, the transfer of assets. 

The Board’s objective in the project was to explore whether it could develop 
reporting requirements for a receiving entity in a BCUCC that would reduce 
diversity in practice. A receiving entity is the one to which control over a business 
has been transferred in the combination. Currently, in the absence of specific 
requirements, IFRS Standards require entities to develop an accounting policy for 
BCUCC using the guidance in IAS 8 Accounting Policies, Changes in Accounting 
Estimates and Errors. This has resulted in diversity in practice, with the acquisition 
method being applied in some BCUCC and a book-value method in other BCUCC. 
Furthermore, there are variations in practice as to how a book-value method is 
interpreted and applied. 

The IASB proposes new 
requirements for 
business combinations 
under common control 

https://cdn.ifrs.org/-/media/project/business-combinations-under-common-control/discussion-paper-bcucc-november-2020.pdf?la=en
https://www.ey.com/en_gl/ifrs-technical-resources/iasb-proposes-new-requirements-for-business-combinations-under-common-control
https://www.ifrs.org/news-and-events/2021/01/ifrs-foundation-publishes-edu-material-to-support-companies-in-applying-going-concern-requirements/
https://cdn.ifrs.org/-/media/feature/news/2021/going-concern-jan2021.pdf?la=en
https://www.ey.com/en_gl/ifrs-technical-resources/iasb-proposes-new-requirements-for-business-combinations-under-common-control
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Section 2:  
Regulator 
expectations and 
related guidance 

The Irish Auditing and Accounting Supervisory Authority 
(IAASA)

The European Securities and Markets Authority 
(‘ESMA’) published its annual European common 
enforcement priorities for 2020 annual financial 
reports. The Statement sets out the topics which 
European accounting enforcers believe those charged 
with governance should particularly consider when 
preparing, reviewing and auditing IFRS financial 
statements for the year ending 31 December 2020. 
ESMA and national accounting enforcers, including 
IAASA, will pay attention to the following topics when 
examining companies’ financial reports in 2020:

• IAS 1  Presentation of Financial Statements

• IAS 36  Impairment of Assets

• IFRS 9  Financial Instruments and IFRS 7 Financial 
Instruments: Disclosures 

• IFRS 16  Leases

European common enforcement priorities for 2020 annual financial reports
The ESMA Statement also sets out the following 
common enforcement priorities related to non-
financial information: 

• Impact of COVID-19 on non-financial matters

• Social and employee matters

• Business model and value creation

• Risk relating to climate change

The ESMA statement also sets out brief considerations 
on the application of the ESMA Guidelines on 
Alternative Performance Measures in relation to 
COVID-19.

Refer to the ESMA Statement for more details on the 
common enforcement priorities. 

European common 
enforcement priorities for 
2020 annual financial reports 
(October 2020)

 

 
ESMA • 201-203 rue de Bercy • CS 80910 • 75589 Paris Cedex 12 • France • Tel. +33 (0) 1 58 36 43 21 • www.esma.europa.eu 

PUBLIC STATEMENT 
European common enforcement priorities for 2020 annual financial reports 
The European Securities and Markets Authority (ESMA) issues its annual Public Statement 
defining the European common enforcement priorities for 2020 annual financial reports of 
listed companies. ESMA, together with national enforcers, will pay particular attention to these 
areas when monitoring and assessing the application of the relevant requirements. In addition, 
enforcers will continue to focus on issues that are material for the individual issuers examined. 
Based on examinations performed, enforcers will take actions whenever material misstate-
ments are identified and ESMA will report subsequently on their findings. In addition to these 
European priorities, enforcers might set additional national priorities focusing on other topics. 

The common enforcement priorities related to IFRS financial statements for the 2020 year-
end, outlined in Section 1 of this Statement related to the application of the following standards:  

• IAS 1 Presentation of Financial Statements; 

• IAS 36 Impairment of Assets; 

• IFRS 9 Financial Instruments and IFRS 7 Financial Instruments: Disclosures; and 

• IFRS 16 Leases. 

The common enforcement priorities related to non-financial statements1 for the 2020 year-
end,2 outlined in Section 2 of this Statement, are: 

• Impact of the COVID-19 pandemic on non-financial matters; 

• Social and employee matters; 

• Business model and value creation; and 

• Risk relating to climate change. 

In Section 3 we also set out brief considerations on the application of the ESMA Guidelines on 
Alternative Performance Measures (APM) in relation to COVID-19. 

In setting this year’s priorities, ESMA has focused on the need to provide adequate transpar-
ency regarding the consequences of the COVID-19 pandemic which, due to its pervasive na-
ture, are expected to affect several areas of the 2020 annual financial reports published by 
issuers. This Statement builds upon and further expands on some of the recommendations 

 
 
 
 
1 Member States have transposed Articles 19a and 29a of the Accounting Directive with some differences. As a result, a limited 
number of enforcers can supervise and enforce non-financial information only if it is set out within the management report or 
published together with it or only have the power to check the existence of the non-financial information as opposed to the content 
or do not have any supervisory powers on non-financial information at all. For this reason, the priorities presented in Section 2 
may be addressed differently by, or may not apply to, these enforcers. 
2 These priorities refer also to the case in which the information required for the non-financial statement is prepared as a separate 
report in accordance with paragraph 4 of Articles 19a and 29a of the Accounting Directive. 

Date: 28 October 2020 
ESMA32-63-1041 

https://www.esma.europa.eu/sites/default/files/library/esma32-63-1041_public_statement_on_the_european_common_enforcement_priorities_2020.pdf
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IAASA observations on selected financial reporting issues

Section 2: Regulator expectations and related guidance
The Irish Auditing and Accounting Supervisory Authority (IAASA)

IAASA published its annual observations paper 
highlighting some significant topics those charged 
with governance should consider when preparing their 
financial statements for 2020.

The paper highlights some key areas that warrant 
scrutiny by those preparing, approving and auditing 
2020 financial statements in the upcoming reporting 
season including:

• The pervasive impact of the COVID-19 pandemic 
on the recognition, measurement, presentation and 
disclosure of income, expenses, assets and liabilities 
in companies’ financial statements 

• The challenges and uncertainties facing companies 
from Brexit

IAASA expects companies to provide entity specific 
and comprehensive disclosures that enable users of 
their financial reports to understand:

• The impact that these events have had on their 
financial performance, financial position, cash flows 
and risks

• The sources of estimation uncertainty and changes 
in the key assumptions underpinning assets, 
liabilities, income, expenses and cash flows

• The mitigating actions taken to respond to COVID-19 
challenges and to Brexit

• The expected impact on future financial 
performance, financial position, cash flows, and 
risks.

Refer to IAASA’s annual observation paper for more 
details. 

Reporting the Impact of COVID-19
IAASA published an information note highlighting the 
accounting treatment applied by companies impacted by 
COVID-19 based on its desktop examination of selected 
half year and annual financial statements of issuers. 

IAASA expects that issuers’ 2020 annual and future 
half-yearly financial reports will provide enhanced 
disclosures of the impact of the COVID-19 pandemic by 
clearly disclosing:

The effects of the pandemic on the financial 
performance, financial position, cash flows and risks

• The critical judgements, sources of estimation 
uncertainty, sensitivities to and changes in the 
assumptions underpinning assets, liabilities, income, 
expenses and cash flows

• The actions taken to mitigate the impact of the 
pandemic

• The prospects for the issuer and changes, if any, to 
the issuer’s strategy for dealing with the pandemic.

 Refer to the information note for additional details.

Observations on selected 
financial reporting issues – 
years ending on or after  
31 December 2020

 

 
  

Financial Reporting Supervision 

 
 

Observations on 
selected financial 
reporting issues – years 
ending on or after 31 
December 2020 

2020 

Reporting the Impact of 
COVID-19  
(2020)

 

 
 
  

Financial Reporting Supervision 

 
Information Note  
 
 

Reporting the Impact 
of COVID-19  
 

2020 

http://www.iaasa.ie/News/2020/IAASA-outlines-COVID-19-and-BREXIT-as-two-key-cons
http://www.iaasa.ie/getmedia/1d9145b3-ae50-499a-bcc8-3451be949053/Info-Note-COVID-19-final.pdf
http://www.iaasa.ie/getmedia/c06f556d-5527-4cca-8c00-d071a0be7b02/2020_09_21-2020-Obs-doc-final-22sep2020.pdf
http://www.iaasa.ie/getmedia/1d9145b3-ae50-499a-bcc8-3451be949053/Info-Note-COVID-19-final.pdf
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IFRS 8 Operating Segments – 
Identification of Chief Operating Decision 
Maker
IAASA, published an Information Note IFRS 8 
Operating Segments – Identification of Chief Operating 
Decision Maker (CODM) with the aim of assisting 
issuers in identifying the person or group of people as 
CODM. 

One of the identifying features of an operating 
segment is that the segment results are regularly 
reviewed by the Chief Operating Decision Maker 
(CODM). Therefore, the identification of the CODM 
is an important step in the process of identifying 
operating segments. The identification of operating 
segments also has implications on impairment testing. 
Refer to the information note  for more details

IFRS 16 Leases – Review of disclosures 
on initial application
On 10 November 2020 IAASA published an information 
note IFRS 16 Leases – Review of disclosures on initial 
application  setting out how companies have accounted 
for leases under IFRS 16 – Leases based on its desktop 
review of financial statements.

The desktop review identified areas where issuers could 
further improve their disclosures to enhance users’ 
understanding of the impact of leasing on the issuer’s 
operations.

IAASA noted that improvements could be made in 
several areas including the following:

• Significant accounting judgements and sources of 
estimation uncertainty

• Accounting policies relating to measurement of lease 
liabilities, short-term transitional expedients and 
short-term recognition exceptions

• Disclosures relating to variable lease payments, 
maturity analysis, changes in liabilities arising from 
financing activities and future cash outflows that an 
issuer is potentially exposed to but are not reflected in 
the measurement of the lease liability.

Refer to the information note for more details. 

Section 2: Regulator expectations and related guidance
The Irish Auditing and Accounting Supervisory Authority (IAASA)

IFRS 8 Operating 
Segments – Identification 

of Chief Operating 
Decision Maker (CODM)

(2020)

 

 
  

Financial Reporting Supervision 

 
Information Note 

 

IFRS 8 Operating Segments 
– Identification of Chief 
Operating Decision Maker 

2020 

IFRS 16 Leases – Review 
of disclosures on initial 

application  
(2020)

 

 
  

Financial Reporting Supervision 

 
Information Note 
 

IFRS 16 Leases – Review 
of disclosures on initial 
application 

2020 

http://www.iaasa.ie/News/2020/Information-Note-IFRS-8-Operating-Segments-%E2%80%93-Ident
http://www.iaasa.ie/News/2020/Information-Note-IFRS-8-Operating-Segments-%E2%80%93-Ident
http://www.iaasa.ie/News/2020/Information-Note-IFRS-8-Operating-Segments-%E2%80%93-Ident
http://www.iaasa.ie/News/2020/Information-Note-%E2%80%93-IFRS-16-Leases-%E2%80%93-Review-of-disc
http://www.iaasa.ie/News/2020/Information-Note-%E2%80%93-IFRS-16-Leases-%E2%80%93-Review-of-disc
http://www.iaasa.ie/getmedia/6f31451e-59d2-435a-80f8-2676121d6528/IFRS-8-CODM-Info-Note-24-Nov-2020.pdf
http://www.iaasa.ie/News/2020/Information-Note-IFRS-8-Operating-Segments-%E2%80%93-Ident
http://www.iaasa.ie/News/2020/Information-Note-IFRS-8-Operating-Segments-%E2%80%93-Ident
http://www.iaasa.ie/News/2020/Information-Note-IFRS-8-Operating-Segments-%E2%80%93-Ident
http://www.iaasa.ie/News/2020/Information-Note-IFRS-8-Operating-Segments-%E2%80%93-Ident
http://www.iaasa.ie/getmedia/36e67ad4-04c2-44be-8723-e5437d78a44b/IFRS-16-review-of-the-disclosures-in-the-first-year-of-application-FINAL.pdf
http://www.iaasa.ie/News/2020/Information-Note-%E2%80%93-IFRS-16-Leases-%E2%80%93-Review-of-disc
http://www.iaasa.ie/News/2020/Information-Note-%E2%80%93-IFRS-16-Leases-%E2%80%93-Review-of-disc
http://www.iaasa.ie/News/2020/Information-Note-%E2%80%93-IFRS-16-Leases-%E2%80%93-Review-of-disc
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Financial Reporting Council (FRC) 

Financial Reporting Council annual  
end of year letter
The FRC published its annual end of year letter to 
CEOs, CFOs and Audit Committee Chairs setting out 
its reporting expectations for preparers of reports and 
accounts for the year ahead.

The letter covers what disclosures companies should 
provide for users to understand the impact of 
particular events on the company’s financial position 
and financial performance as well as any judgements 
involving significant estimation uncertainty.

The FRC also outlines its expectations of companies’ 
climate disclosures including the impact of climate 
change on their activities, their own environmental 
impact as well as explanations of how directors are 
discharging their section 172 duties. 

Refer to the FRC end of year annual letter for more details.

FRC Annual Review of Corporate 
Reporting
The FRC published its Annual Review of Corporate 
Reporting, which reveals ‘top ten’ areas where 
improvements to reporting quality are required. 

The FRC’s upcoming monitoring of annual reports 
will focus on disclosures addressing risk, judgement 
and uncertainty in the face of the ongoing impact of 
Covid-19, the UK’s exit from the European Union and 
climate-related risks. Refer to the FRC’s Annula Review 
of Corporate Reporting publication for more details.

Section 2: Regulator expectations and related guidance

FRC end of year  
annual letter

(November 2020)

 

8th Floor, 125 London Wall, London EC2Y 5AS  Tel: +44 (0)20 7492 2300  Fax: +44 (0)20 7492 2301  www.frc.org.uk  
The Financial Reporting Council Limited is a company limited by guarantee. Registered in England number 2486368. Registered office: as above.  

Please see our privacy page at https://www.frc.org.uk/about-the-frc/procedures-and-policies/privacy-the-frc if you would like to know more about 
how the FRC processes personal data or if you would like to stop receiving FRC news, events, outreach or research related communications. 

12 November 2020 

Dear CEOs, CFOs and Audit Committee Chairs 

Summary of key developments for 2020/21 annual reports 

I am writing to you with the FRC’s perspective on key matters that are relevant to the 2020/21 
financial reporting season. 

My letter highlights topics that the FRC expects to scrutinise over the coming year and sets 
out our expectations. It also features recommendations on reporting the impact of Covid-19, 
which will have a pervasive impact on corporate reporting.  

I also draw your attention to our recent Annual Review of Corporate Reporting1, and other 
FRC publications listed at the end of this letter, which provide detailed findings and good 
practice guidance. In particular, this year’s annual review is accompanied by a short Corporate 
Reporting Highlights document2 which is designed for readers, like yourselves, who may find 
a high-level summary, supplementing the detailed report, helpful.  

My letter is addressed to you as CEOs, CFOs and Audit Committee Chairs, but is likely to be 
helpful for all preparers, reviewers and auditors. Please encourage your reporting teams and 
relevant committees to consider the messages when they prepare and review your annual 
reports. 

I would welcome any feedback that you may have in relation to this letter and relevant FRC 
publications. 

2020 year-end reporting environment 

Your forthcoming annual reports will be published against the backdrop of economic 
uncertainties resulting from Covid-19. Companies are also dealing with commercial and 
operational change associated with the UK’s exit from the European Union. Public health 
measures taken in response to Covid-19 seem likely to continue into the first quarter of 2021. 
Home working and travel restrictions are likely to bring challenges for finance teams and 
auditors. Against this background, we encourage companies to consider carefully whether 
they should lengthen their reporting timetables for 2021, making use of the extensions to 
reporting deadlines announced by the FCA, which remain in place.  

Covid-19 and its impact on corporate reporting 

The Covid-19 pandemic presents businesses with the challenge of providing clear and 
transparent information that focusses on issues of most interest to users. We encourage 
companies to refer to the guidance that we first published alongside the joint statement issued 
by the FRC, FCA and PRA in March3 and have subsequently updated4.  

More detailed commentary can be found in the FRC’s thematic review on the financial 
reporting effects of Covid-195 and two reports published by the Lab,6, 7 issued in June and 
updated in October8, 9. 

  

FRC Annual Review of 
Corporate Reporting 

2019/2020

Annual Review  of 
Corporate Reporting 
2019/20

https://www.frc.org.uk/news/november-2020/frc-announces-company-reporting-expectations-for-2
https://www.frc.org.uk/news/october-2020/frc-review-reveals-where-company-reporting-needs-t
https://www.frc.org.uk/news/october-2020/frc-review-reveals-where-company-reporting-needs-t
https://www.frc.org.uk/getattachment/d0448212-fe6c-4752-8abb-aeb414510fec/FRC_Year_End_Letter_Nov_2020_Final.pdf
https://www.frc.org.uk/getattachment/d0448212-fe6c-4752-8abb-aeb414510fec/FRC_Year_End_Letter_Nov_2020_Final.pdf
https://www.frc.org.uk/getattachment/d0448212-fe6c-4752-8abb-aeb414510fec/FRC_Year_End_Letter_Nov_2020_Final.pdf
https://www.frc.org.uk/getattachment/d20135f8-c888-4300-a4ad-4ea0c17c1269/2020-Annual-Review-of-CRR.pdf
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Company Guidance (Updated 4 
December 20201) (COVID-19) 

COVID-19 Pandemic 

Guidance for companies on Corporate Governance and 
Reporting  
 
Many companies are facing ongoing uncertainty about their prospects in an environment 
which may challenge or disrupt their usual management and governance processes. This 
uncertainty is likely to continue over the coming months as companies react to changes to 
social distancing restrictions in different countries, access to financial support measures 
made available by the UK and other governments varies, and the longer-term impact on the 
economy remains unclear. 
 
The FRC encourages companies, as appropriate, to make use of the extension announced 
by the FCA to the deadline for publication of audited annual financial reports from four to six 
months from the end of the financial year.  The FCA has confirmed that this extension will, at 
a minimum, continue to be available to listed companies with financial periods ending before 
April 2021. When it decides to bring any of these measures to an end, it will give companies 
notice so that they have time to plan for the change. The LSE has also announced 
temporary filing extensions for annual and interim reports for companies on AIM, which will 
remain until further notice.    Companies should continue to provide information to investors 
on the areas of most immediate interest to them. 
 
In this paper, we highlight some key areas of focus for boards in maintaining strong 
corporate governance and provide high-level guidance on some of the most pervasive 
issues when preparing their annual report and other corporate reporting. 
 
Our key messages to boards on corporate governance are to: 
• develop and implement mitigating actions and processes to ensure that you continue to 

operate an effective control environment, addressing key reporting and other controls on 
which you have placed reliance historically but which may not prove effective in the 
current circumstances; 

• consider how you will secure reliable and relevant information, on a continuing basis, in 
order to manage the future operations, including the flow of financial information from 
significant subsidiary, joint venture and associate entities; and 

• pay attention to capital maintenance, ensuring that sufficient reserves are available when 
the dividend is made, not just proposed; and sufficient resources remain to continue to 
meet the company’s needs. 
 

 
1 Published March 2020. Updated in May to include guidance on Interim Reports, APMs and exceptional items  
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FRC Review of corporate reporting in 
relation to IAS 7 ‘Cash flow statement’ 
The FRC published a review of corporate reporting  
in relation to IAS 7 ‘Cash flow statement’ and the 
liquidity disclosure requirements in IFRS 7 ‘Financial 
Instruments: Disclosures’.

The review examines many of the issues faced in 
preparing statement of cash flows and provides 
insights into how the quality of cash flow statements 
can be improved. The review also addresses the 
disclosure of liquidity risk and provides more recent 
examples of good reporting that companies should 
find helpful.  Refer to the FRC’s review of corporate 
reporting in relation to IAS 7 Cash flow statement 
pblication for more details.

Consolidated COVID-19 guidance for 
companies

On 4 December, the FRC published consolidated 
COVID-19 guidance for companies. The consolidated 
guidance supersedes all previous FRC guidance on 
COVID-19 for companies.

Thematic review:  
Cash flow and liquidity 

disclosures 
(November 2020)

Financial Reporting Council

Thematic review: Cash flow 
and liquidity disclosures

November 2020

https://www.frc.org.uk/getattachment/1c657620-7e15-401d-a74f-25e2305f1104/Company-Guidance-Covid-19-Updated-December-2020.pdf
https://www.frc.org.uk/news/november-2020/preparation-of-cash-flow-statements-needs-to-impro
https://www.frc.org.uk/getattachment/291351f7-db47-4d36-8dbc-7fcdea764d73/Cash-flow-review-FINAL.pdf
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Section 3:  
Irish Generally 
Accepted Accounting 
Practice (GAAP) 

Amendment to FRS 101 – 
Effective date of IFRS 17 
The amendment changes the effective date of an 
amendment to the definition of a qualifying entity, 
effectively allowing relevant insurers to continue to 
apply FRS 101 for a further two years. The revised 
effective date for the new definition of a qualifying 
entity is accounting periods beginning on or after 1 
January 2023.

Amendments to FRS 102 
and FRS 105 – COVID-19-
related rent concessions 
The amendment sets clear requirements for 
recognising changes in operating lease payments 
arising from COVID-19-related rent concessions on 
a systematic basis over the periods the change in 
lease payments is intended to compensate. These 
amendments are effective for accounting periods 
beginning on or after 1 January 2020, with early 
application permitted.

Amendment to FRS 
101 – Effective date of 

IFRS 17
(October 2020)

Financial Reporting Council

October 2020

Amendment to FRS 101 
Reduced Disclosure Framework 
Effective date of IFRS 17

Accounting and Reporting

Amendment to Standard

Further copies, £15.00 (post-free) can be obtained from:

FRC Publications
Lexis House
30 Farringdon Street
London
EC4A 4HH

Tel: 0845 370 1234
Email: customer.services@lexisnexis.co.uk
Or order online at: www.frcpublications.com

Amends to FRS 101 Cover.qxd  10/13/2020  10:09 AM  Page 1

Amendments to FRS 
102 and FRS 105 – 

COVID-19-related rent 
concessions

(2020)

Financial Reporting Council

October 2020

Amendments to FRS 102 The
Financial Reporting Standard
applicable in the UK and Republic
of Ireland and FRS 105 The
Financial Reporting Standard
applicable to the Micro-entities
Regime 
COVID-19-related rent concessions

Accounting and Reporting

Amendment to Standard

Further copies, £15.00 (post-free) can be obtained from:

FRC Publications
Lexis House
30 Farringdon Street
London
EC4A 4HH

Tel: 0845 370 1234
Email: customer.services@lexisnexis.co.uk
Or order online at: www.frcpublications.com

https://www.frc.org.uk/getattachment/86265e09-20ec-45a5-9bd7-149d9d04fa6f/Amends-to-FRS-101-Web-Ready.pdf
https://www.frc.org.uk/getattachment/7d12258b-c1cf-41d2-9eec-6a7a27a59a16/Amendments-to-FRS-102-FRS-105-Web-Ready.pdf
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Amendments to FRS 104 – 
Going concern 
The amendments clarify and enhance requirements 
relating to the going concern basis of accounting in 
respect of interim financial reports. The amendments 
are effective for interim periods beginning on or after 
1 January 2021, with early application permitted. 

Amendment to FRS 102 
- Multi-employer defined 
benefit plans 
The narrow scope amendment set new and explicit 
requirements for how an entity shall transition from 
defined contribution accounting to defined benefit 
accounting for a multi – employer defined benefit 
plan when sufficient information to apply defined 
benefit accounting becomes available. The impact of 
an employer’s transition from defined contribution 
accounting to defined benefit accounting is presented 
in other comprehensive income. The amendment is 
effective for accounting periods beginning on or after 
1 January 2020, with early application permitted. 

Amendment to FRS 102 
- Interest rate benchmark 
reform
The amendements to specific hedge accounting 
requirements in Section 12 provide relief that 
will avoid unnecessary discontinuation of hedge 
accounting, during the period of uncertainty caused 
by interest rate benchmark reform. Entities will apply 
specific hedge accounting requirements assuming 
that the interest rate benchmark relevant to the hedge 
accounting is not altered as a result of interest rate 
benchmark reform. The amendments are effective for 
accounting periods beginning on or after 1 January 
2020, with early application permitted.

In December 2020, the FRC further amended FRS 
102 for interest rate benchmark reform. The further 
amendments (referred to as Phase 2 amendments), 
represent the second and last phase of the FRC’s 
standard-setting response to the financial reporting 
issues arising from the replacement of interest rate 
benchmarks.

Section 3: Irish Generally Accepted Accounting Practice (GAAP) 

Amendments to FRS 
104 – Going concern 

(October 2020)

Financial Reporting Council

October 2020

Amendments to FRS 104 Interim
Financial Reporting 
Going concern

Accounting and Reporting

Amendment to Standard

Further copies, £15.00 (post-free) can be obtained from:

FRC Publications
Lexis House
30 Farringdon Street
London
EC4A 4HH

Tel: 0845 370 1234
Email: customer.services@lexisnexis.co.uk
Or order online at: www.frcpublications.com

Amends to FRS 104 Cover.qxd  10/12/2020  3:43 PM  Page 1

Amendment to FRS 102 
- Multi-employer defined 

benefit plans
(2020)

Financial Reporting Council

May 2019

Amendments to FRS 102 The
Financial Reporting Standard
applicable in the UK and Republic 
of Ireland 
Multi-employer defined benefit plans

Accounting and Reporting

Amendment to Standard
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FRC Publications
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102 - Interest rate 
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(December 2019)

Financial Reporting Council

December 2019

Amendments to FRS 102 The
Financial Reporting Standard
applicable in the UK and Republic 
of Ireland 
Interest rate benchmark reform

Accounting and Reporting

Amendment to Standard

Further copies, £??.00 (post-free) can be obtained from:
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Lexis House
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Email: customer.services@lexisnexis.co.uk
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Further amendment to 
FRS 102 for interest rate 

benchmark reform 
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Financial Reporting Council
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Amendments to FRS 102 The
Financial Reporting Standard 
applicable in the UK and Republic 
of Ireland
Interest rate benchmark reform (Phase 2)

Further copies, £16.00 (post-free) can be obtained from:
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Accounting and Reporting
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https://www.frc.org.uk/getattachment/f265b11d-ba22-47c5-8c38-db0ab1e0b6f3/Amendments-to-FRS-102-Web-Ready.pdf
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Section 3: Irish Generally Accepted Accounting Practice (GAAP) 

FRC consults on annual 
review of FRS 101
The FRC issued FRED 77 Draft amendments to FRS 
101 Reduced Disclosure Framework – 2020/21 cycle 
which proposes amendments to FRS 101 as a result 
of its latest annual review. The annual review aims to 
ensure that FRS 101 continues to be cost-effective as 
IFRS, on which it is based, changes. 

FRED 77 principally proposes a disclosure exemption 
in relation to IAS 16 Property, Plant and Equipment. 
Other minor amendments are also proposed as a 
consequence of changes to IAS 1 Presentation of 
Financial Statements. Comments should be provided 
by 28 February 2021.

FRED 77 Draft 
amendments to FRS 

101 Reduced Disclosure 
Framework – 2020/21 

cycle

Financial Reporting Council

November 2020

FRED 77 

Draft amendments to FRS 101
Reduced Disclosure Framework
2020/21 cycle

Audit and Assurance

Exposure Draft

Further copies, £15.00 (post-free) can be obtained from:

FRC Publications
Lexis House
30 Farringdon Street
London
EC4A 4HH

Tel: 0845 370 1234
Email: customer.services@lexisnexis.co.uk
Or order online at: www.frcpublications.com

FRED 77 Cover.qxd  11/19/2020  3:41 AM  Page 1

https://www.frc.org.uk/getattachment/c40129b2-b6c5-4d26-a8cf-fd7a65c35281/FRED-77-Web-ready.pdf
https://www.frc.org.uk/getattachment/c40129b2-b6c5-4d26-a8cf-fd7a65c35281/FRED-77-Web-ready.pdf


Contact us
If you have any questions, or would like to 
discuss how your company is impacted by any 
of the topics in this publication, please get in 
touch with us, or with your EY contact. 

Mark Kelly
Director, Financial Reporting  
Group, EY Ireland

+353 1 221 2761
mark.kelly@ie.ey.com

Derarca Dennis
Partner, Financial Accounting  
Advisory Services, EY Ireland

+353 1 221 1675
derarca.dennis@ie.ey.com

Tinei Muwandi
Senior Manager, Financial  
Reporting Group, EY Ireland

+353 87 388 1269 
tinei.muwandi@ie.ey.com
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