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Introduction

Since May 2023 when our New IFRSs for 2023 was published, the IASB has issued
the following:

* Amendments to IAS 7 and IFRS 7, ‘Supplier Finance Arrangements’
* Amendments to IAS 21, ‘Lack of Exchangeability’

< Amendments to IFRS 9 and IFRS 7, ‘Amendments to the Classification and
Measurement of Financial Instruments’

« |FRS 18 ‘Presentation and Disclosure in Financial Statements’
* |FRS 19 ‘Subsidiaries without Public Accountability: Disclosures’

This publication is designed to be used by preparers, users and auditors of IFRS
financial statements. It includes a quick reference table of each accounting standard/
amendment/interpretation categorised by the effective date and whether early
adoption is permitted. The publication gives an overview of the impact of the
changes, which may be significant for some entities, helping companies understand
if they will be affected and to begin their considerations. It will help entities plan more
effectively by flagging up where new processes and systems or more guidance may
be needed.
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Amendments to IAS 1, ‘Presentation of financial statements’, classification of liabilities as
current or non-current (2020 Amendments)

Effective date

laWaWal

* Annual periods beginning on or after 1 January 2024
» Early adoption is permitted (see below for more detail)

Issue

On 23 January 2020, the IASB issued a narrow-scope amendment to IAS 1 to clarify that liabilities are
classified as either current or non-current, depending on the rights that exist at the end of the reporting
period. The amendment requires the following:

+ Liabilities are classified as non-current if the entity has a substantive right to defer settlement for at
least 12 months at the end of the reporting period. The amendment no longer refers to unconditional
rights, since loans are rarely unconditional (for example, because the loan might contain
covenants).

» The assessment determines whether a right exists, but it does not consider whether the entity will
exercise the right. So, management’s expectations do not affect classification.

» The right to defer only exists if the entity complies with any relevant conditions at the reporting date.
This was further amended and clarified by issue of Amendment to IAS 1 ‘Presentation of financial
statements’, non-current liabilities with covenants (2022 Amendments) in October 2022 (see page
13 for more details).

+ ‘Settlement’ is defined as the extinguishment of a liability with cash, other economic resources or an
entity’s own equity instruments that are classified as equity. There is an exception for convertible
instruments that might be converted into equity, but only for those instruments where the conversion
option is classified as an equity instrument as a separate component of a compound financial
instrument.

Impact

The amendment changes the guidance for the classification of liabilities as current or non-current. It
could affect the classification of liabilities, particularly for entities that previously considered
management’s intentions to determine classification and for some liabilities that can be converted into
equity. All entities should reconsider their existing classification in the light of the amendment and
determine whether any changes are required.

Effective date

Effective date for this amendment was deferred to 1 January 2024. Early adoption is permitted but if an
entity early applies the 2020 Amendments after the issue of the 2022 Amendments, it is required to
apply both these amendments at the same time.

7 PwC | New IFRS Accounting Standards for 2024
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Amendments to IAS 1, ‘Presentation of financial statements’, non-current liabilities with

covenants (2022 Amendments)

Effective date

laWaWal

» Early adoption is permitted

Issue

IAS 1 ‘Presentation of financial statements’
requires that, for an entity to classify a liability as
non-current, the entity must have the right at the
reporting date to defer settlement of the liability
for at least twelve months after that date.

In January 2020, the Board issued the
amendments ‘Classification of liabilities as
current or non-current’ to IAS 1 (2020
Amendments). The 2020 Amendments originally
had an effective date for reporting periods
beginning on or after 1 January 2023. The 2020
Amendments originally required that, an entity
does not have the right to defer settlement of a
liability—and thus classifies the liability as
current—when the entity would not have
complied with covenants based on its
circumstances at the reporting date, even if
compliance with such covenants were tested
only within twelve months after that date.
However, such requirement was amended and
clarified by the 2022 Amendments, and the
effective date of 2020 Amendments was
deferred to 1 January 2024 to be in line with the
effective date of the 2022 Amendments.

The 2022 Amendments issued in October 2022
clarify that covenants of loan arrangements
which an entity must comply with only after the
reporting date would not affect classification of a
liability as current or non-current at the reporting
date. However, those covenants that an entity is
required to comply with on or before the
reporting date would affect classification as
current or non-current, even if the covenantis
only assessed after the entity’s reporting date.

The 2022 Amendments also introduce additional
disclosure requirements. When an entity
classifies a liability arising from a loan
arrangement as non-current and that liability is
subject to the covenants which an entity is
required to comply with within twelve months of
the reporting date, the entity shall disclose

9 PwC | New IFRS Accounting Standards for 2024

* Annual periods beginning on or after 1 January 2024

information in the notes that enables users of
financial statements to understand the risk that
the liability could become repayable within
twelve months of the reporting period, including:

a. the carrying amount of the liability;
b. information about the covenants;

c. facts and circumstances, if any, that indicate

the entity may have difficulty complying with
the covenants. Such facts and
circumstances could also include the fact
that the entity would not have complied with

the covenants based on its circumstances at

the end of the reporting period.

Impact

We do not expect the 2022 Amendments to
significantly change an entity’s classification of
liabilities as current or non-current from the
current guidance. The 2022 Amendments will
typically result in additional disclosure being
required.

However, the 2022 Amendments may result in a
significant change to classification of non-
current liabilities with covenants if an entity early
adopted the original 2020 Amendments before
the issue of the 2022 Amendments.

Effective date

The 2022 Amendments changed the effective
date of the 2020 Amendments. As a result, the
2020 and 2022 Amendments are effective for
annual reporting periods beginning on or after 1
January 2024 and should be applied
retrospectively in accordance with IAS 8. As a
result of aligning the effective dates, the 2022
Amendments will replace the requirements of
the 2020 Amendments when they both become
effective in 2024. Earlier application is permitted
but if an entity early applies the 2020
Amendments after the issue of the 2022
Amendments, it is required to apply both these
amendments at the same time.
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Amendments to IFRS 16 ‘Leases’, lease liability in a sale and leaseback

Effective date

laWaWal

* Annual periods beginning on or after 1 January 2024
» Early adoption is permitted

Issue

In June 2020, the IFRS Interpretations Committee issued an agenda decision addressing how a seller-
lessee should measure the right-of-use asset arising from the leaseback and, as a result, how it should
determine the gain or loss on a sale and leaseback transaction where the transaction qualifies as a
‘sale’ under IFRS 15 and the lease payments include variable lease payments that do not depend on
an index or rate. While the agenda decision provided an approach for the initial measurement of the
right-of-use asset and the lease liability arising from the leaseback, it did not address how the lease
liability would be subsequently measured.

The amendments to IFRS 16, issued in September 2022, aim to address that gap. IFRS 16 now
specifies that, in subsequently measuring the lease liability, the seller-lessee determines ‘lease
payments’ and ‘revised lease payments’ in a way that does not result in the seller-lessee recognising
any amount of the gain or loss that relates to the right of use it retains.

In other words, without these amendments, a seller-lessee, applying the subsequent measurement
requirements for lease liabilities unrelated to a sale and leaseback transaction, might have recognised
a gain on the right of use it retains solely because of a remeasurement (for example, following a lease
modification or change in the lease term), even though no transaction or event would have occurred to
give rise to that gain.

Any gains and losses relating to the full or partial termination of a lease continue to be recognised
when they occur as these relate to the right of use terminated and not the right of use retained.

The amendments do not prescribe a particular method of subsequent measurement. However, they
include examples illustrating the initial and subsequent measurement of the lease liability where there
are variable payments that do not depend on an index or rate.

Impact

Any entity that has entered into, or might enter into, a sale and leaseback transaction for which the
lease payments include variable payments that do not depend on an index or a rate could be impacted
by these amendments.

Effective date and transition

The amendments are effective for annual reporting periods beginning on or after 1 January 2024, but
they could be early adopted.

An entity applies the requirements retrospectively back to sale and leaseback transactions that were
entered into after the date when the entity initially applied IFRS 16. For example, an entity that applied
IFRS 16 from 1 January 2019 (as many IFRS reporters did) would apply the amendments to sale and
leaseback transactions that were entered into after 1 January 2019. This might require retrospective
application to comparative periods as a result.

11 PwC | New IFRS Accounting Standards for 2024
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Amendments to IAS 7 ‘Cash flow statement’ and IFRS 7 ‘Financial Instruments: Disclosure’,

on supplier finance arrangements

Effective date

laWaWal

» Early adoption is permitted

Issue

On 25 May 2023, the IASB issued_amendments
to IAS 7 and IFRS 7 to require specific
disclosures about supplier finance
arrangements (SFAs). The amendments
respond to investors that said they urgently
need more information about SFAs to be able to
assess how these arrangements affect an
entity's liabilities, cash flows and liquidity risk.

To meet investor’s needs, the new disclosures
will provide information about:

1. The terms and conditions of SFAs.

2. The carrying amount of financial liabilities
that are part of SFAs and the line items in
which those liabilities are presented.

3. The carrying amount of the financial liabilities
in item 2 for which suppliers have already
received payment from the finance providers.

4. The range of payment due dates for both the
financial liabilities that are part of SFAs, and
comparable trade payables that are not part
of such arrangements.

5. Non-cash changes in the carrying amounts of
financial liabilities in item 2.

6. Access to SFA facilities and concentration of
liquidity risk with the finance providers.

Entities will be required to aggregate the
information they provide about SFAs. However,
entities should disaggregate information about
terms and conditions that are dissimilar,
disclose explanatory information when the range
of payment due dates is wide, and disclose the
type and effect of non-cash changes that are
needed for comparability between periods.

13 PwC | New IFRS Accounting Standards for 2024

* Annual periods beginning on or after 1 January 2024
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Impact

All entities that use SFAs in their operations will
be required to provide the new disclosures
provided they are material.

SFAs are described in the amendments as
being characterised as arrangements in which
one or more finance providers offer to pay
amounts an entity owes its suppliers, and the
entity agrees to pay according to the terms and
conditions of the arrangement at the same date
as, or a date later than, suppliers are paid. The
arrangements typically provide the entity with
extended payment terms, or the entity’s
suppliers with early payment terms, compared to
the related invoice payment due date.

PwC Observation

Given the short implementation period,
entities need to quickly start working to
identify the complete list of arrangements
that will be subject to these new disclosure
requirements. Some of the disclosures may
present challenges for entities to gather the
information to be disclosed, and for auditors
to gather evidence of their completeness and
accuracy.

The disclosure about financial liabilities for
which suppliers have already received
payment from finance providers will be the
most challenging (item 3 above) as many
entities might not have ready access to all
that information. Entities might need to put in
place new processes and controls to ensure
the complete and accurate gathering of this
information. They might also need to review
and amend the terms of the contractual
agreements to be granted access to that
information.

Entities and auditors should engage in
discussions, as soon as possible, to assess
the potential impacts of the need to produce
these disclosure requirements in a relatively
short period of time — see section below.
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Effective date

The new disclosure requirements will be effective for annual reporting periods beginning on or after 1
January 2024. The unusually short implementation period was set considering:

a. the urgent need for better information for investors about SFAs which have come under significant
scrutiny recently,

b. the fact that the amendments do not affect recognition or measurement principles, but only
disclosure requirements, and

c. introduction of similar disclosure requirements in US GAAP with a quick effective date.

The following reliefs will be available in the first year of application:

a. Disclosure of comparative information: comparative information is not required during the first
year the entity applies the amendments, that is, an entity with a closing reporting date of December
31, 2024 will not need to present the comparative information of 2023.

b. Disclosure of specified opening balances: quantitative disclosures item 2 to 4 are normally
required at the opening and closing of each reporting period. However, considering the complexity
that may exist for disclosures item 3 and 4 in the first year of application, entities are provided with
transition relief meaning the disclosures item 3 and 4 are only required as of year-end.

c. Interim financial statements: the required disclosures are only applicable for the annual periods
during the first year of application. Therefore, the earliest that the new disclosure requirements are
mandated is an annual reporting period ending 31 December 2024.

More details

Refer to PwC’s In depth to find a comprehensive guide on the reporting requirements for supplier
finance arrangements (including the new disclosure requirements).

15 PwC | New IFRS Accounting Standards for 2024
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Amendments to IAS 21 ‘The effects of changes in foreign exchange rates’ on lack of

exchangeability

Effective date

laWaWal

» Early adoption is permitted

Issue

IAS 21 sets out the exchange rate that an entity
uses when it reports foreign currency
transactions in the functional currency or
translates the results of a foreign operation in a
different currency. Until now, IAS 21 set out the
exchange rate to use when exchangeability
between two currencies is temporarily lacking,
but not what to do when lack of exchangeability
is not temporary.

On 15 August 2023, the IASB issued
amendments to IAS 21 to help entities:

» assess exchangeability between two
currencies; and

» determine the spot exchange rate, when
exchangeability is lacking.

Impact

An entity is impacted by the amendments when
it has a transaction or an operation in a foreign
currency that is not exchangeable into another
currency at a measurement date for a specified
purpose. A currency is exchangeable when
there is an ability to obtain the other currency
(with a normal administrative delay), and the
transaction would take place through a market
or exchange mechanism that creates
enforceable rights and obligations.

Assessing exchangeability between two
currencies requires an analysis of different
factors; such as the time frame for the exchange,
the ability to obtain the other currency, markets
or exchange mechanisms, the purpose of
obtaining the other currency, and the ability to
obtain only limited amounts of the other
currency.

When a currency is not exchangeable into
another currency, the spot exchange rate needs

17 PwC | New IFRS Accounting Standards for 2024
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to be estimated. The objective in estimating the
spot exchange rate at a measurement date is to
determine the rate at which an orderly exchange
transaction would take place at that date
between market participants under prevailing
economic conditions.

The amendments to IAS 21 do not provide
detailed requirements on how to estimate the
spot exchange rate. Instead, they set out

a framework under which an entity can
determine the spot exchange rate at the
measurement date using:

a. an observable exchange rate without
adjustment, for example:

» a spot exchange rate for a purpose other than
that for which an entity assesses
exchangeability; or

« the first exchange rate at which an entity is
able to obtain the other currency for the
specified purpose after exchangeability of the
currency is restored.

b. another estimation technique, for example,
that could be any observable exchange rate
adjusted as necessary to meet the objective of
the new requirements.

PwC observation

In developing these amendments, the IASB
decided not to set a hierarchy of observable
exchange rates to use in estimating a spot
exchange rate. Whilst a hierarchy generally
has a benefit of increasing consistency, in
this case, it might have imposed additional
costs without providing more useful
information. The combination of a clear
objective for the estimation, and a choice of
what approach to take to make the
estimation, allows entities to decide on a
cost-effective approach considering their
specific circumstances.



https://viewpoint.pwc.com/dt/gx/en/iasb/standards/standards__1_INT/standards__1_INT/lack-of-exchangeability.html

&t (ERRSTHENSE21 S—CRERRITM) X THEMHERE ] R rET

EHHA

laWaWal

RVFRRIRA

&)

(EFRSITHENE21S) ME T EMIRINEELE

IR GG BN EENRERRITEARS
— MmN S ERNRELER. (Eirsit#E
MEE21E) (NME T RIS 2 8 E R A
SEMRIER T AN SnEEINTLE, HF
FRBARRICEAER = AT oo SR M B 3 AR R 2 an AT i T e
RS ITALTE,

2023%8H15H, ERSITENEESLH T X
(EFraitENE21S) BT, AREBhER:

s THERMEHZEREREETRERMN; UK

« ERAMETZERZ R ATEL T R 2T
HEBPHC =R,

E} ur]

HORAETTHE R AT FH M ER~ERMm: =
TR DR ZREE SN, Bixhh
HEHEBEATSEMERRRBTIEA T HER
E BT —FEmA LU R E M LR
RIEEFBRENE— mﬁ@@lﬁN@%Eﬁﬁ
BRER), BEX—MiasREBEINCRZH T~
E TR A X SZHRZ B, WD
LA Se SR B EL At 53

TERAMEMETEAU LR, FEQRT
EEZE, thin, RBRAOEHEESR, B RiRRE

fls:h . WA R, REAEMETRHE
AR RE X RE R R AR R ER HAbEE

H—MEMEERBRASZ—MEDR, EHFE
EHEIAPCR. T ERMGHTEHCERMBENRE,
WMETHSEEELMEFHEAT TIHER#ET
HBFINCRZZHPCE.

« FRIHEHEE202551 81 B UERIEEEAIE

HERASTT F AR St 33 a0 1A £ T B HPC ZRAE 1 2R A
E, MERHETUATIER, LUEEAERLHBET
EHEAPCR:

a. AIMBREGERTHECE, Fi:

i, FEEEHRITE A R E RSN
RIE b BRYBIBIESC &, 5k

i. HMARURHRME, THAHRHER
BT BRI e A HAR s AR,

b. EMhfdtEAR, fl, ATHERZERMIE
A AT MR BN AL BV EE

T iekiEYE

AR EITHEESRES, EfRSHENE
ERHATORE, BMEHENEC R 52
PR AT REERLRINRERR. &
REXBEREBIZM—HE, BEREHATR
BmUMmME, DEWEERESINIKE, AR
REREHEFAMNER. REXAMITEIELT
RE)EARRAMT, F A LB RiEREITEE,
FHRELEE BB RELTARAN @A
ke

TR — 2024 EfRM FRESTHENR T | HEkE 18


https://viewpoint.pwc.com/dt/gx/en/iasb/standards/standards__1_INT/standards__1_INT/lack-of-exchangeability.html
https://viewpoint.pwc.com/dt/gx/en/iasb/standards/standards__1_INT/standards__1_INT/lack-of-exchangeability.html

\)

The following diagram was added to the amendments to help entities to assess the requirements:

Step 1: Assess whether a
currency is
exchangeable

Apply the
applicable IAS 21
requirements.

Step 2: Estimate the spot
exchange rate when a currency
is not exchangeable

The amendments include accompanying new disclosures to help investors to understand the effects,
risks and estimated rates and techniques used when a currency is not exchangeable.

Effective date

The new requirements will be effective for annual reporting periods beginning on or after 1 January
2025, with earlier application permitted.

Transition requirements

When an entity first applies the new requirements, it is not permitted to restate comparative
information. Instead, the entity is required to translate the affected amounts at estimated spot
exchange rates at the date of initial application, with an adjustment to retained earnings (if between
foreign and functional currency) or to the reserve for cumulative translation differences (if between
functional and presentation currency).
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Amendments to IFRS 9 ‘Financial Instruments’ and IFRS 7 ‘Financial Instruments:
Disclosures’ on classification and measurement of financial instruments

Effective date

laWaWal

* Annual periods beginning on or after 1 January 2026
» Early adoption is permitted

\
N

On 30 May 2024, the IASB issued amendments to IFRS 9 and IFRS 7 to:

a) clarify the date of recognition and derecognition of some financial assets and liabilities, with a new
exception for some financial liabilities settled through an electronic cash transfer system;

b) clarify and add further guidance for assessing whether a financial asset meets the solely payments
of principal and interest (SPPI) criterion;

c) add new disclosures for certain instruments with contractual terms that can change cash flows
(such as some instruments with features linked to the achievement environment, social and
governance (ESG) targets); and

d) update the disclosures for equity instruments designated at fair value through other comprehensive
income (FVOCI).

The amendments in b) are most relevant to financial institutions, but the amendments in a), ¢) and d)
are relevant to all entities.

Impact

a) Date of recognition and derecognition of financial assets and liabilities

The amendments clarify the date of recognition and derecognition of a financial asset or financial
liability, as set out in the table below.

Date of recognition the date the entity becomes the date the entity becomes
party to the contractual party to the contractual
provisions of the instrument provisions of the instrument

Date of derecognition the date the rights to cash the settlement date (that is,
flows expire or the asset is the date the liability is
transferred extinguished or otherwise

qualifies for derecognition)

* IFRS 9 provides an exception for regular way purchases or sales of financial assets that allows for recognition/derecognition using
either trade date or settlement date accounting. That exception continues to apply and is not impacted by these amendments.
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However, the amendments provide an optional exception relating to the derecognition of a
financial liability. Applying the exception, an entity is permitted to derecognise a financial liability at
an earlier date if the cash transfer takes place through an electronic payment system and specific
conditions are met.

The conditions for the exception are that the entity making the payment does not have:
o the practical ability to withdraw, stop or cancel the payment instruction;

o the practical ability to access the cash; or

¢ significant settlement risk.

This exception does not apply to other payment methods such as cheques, and must be elected
on a system-by-system basis.

b) Assessing whether a financial asset meets the SPPI criterion

The amendments cover three areas that impact the SPPI assessment for financial assets:

e contractual terms that can change cash flows based on contingent events (for example,
interest rates linked to ESG targets);

e non-recourse features; and
e contractually-linked instruments (CLIs).
Contractual terms that can change the timing or amount of cash flows based on contingent events

Over the past few years, there has been an increase in lending products with interest rate
adjustments that incentivise customers to meet specified ESG targets. The amendments provide
additional guidance on the SPPI assessment for financial assets with contractual terms that can
change the timing or amount of contractual cash flows (summarised in the flowchart below).

No/
unsure

Not SPPI
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Non-recourse features

When assessing whether a financial asset meets the SPPI criterion, an entity considers the
various features of the contract, including any ‘non-recourse’ features. The amendments clarify
that a financial asset has non-recourse features if the holder’s right to receive cash flows

is contractually limited to the cash flows generated by specified assets. The presence of such non-
recourse features does not necessarily preclude the financial asset from meeting the SPPI
criterion, but the features do need to be carefully considered.

Contractually-linked instruments (CLIs)

In some transactions, an issuer might prioritise payments using multiple CLIs that create
concentrations of credit risk (known as ‘tranches’). Identifying CLlIs is important, because IFRS 9
has specific requirements for determining whether their cash flows meet the SPPI criterion.

The amendments clarify that a key element that distinguishes CLIs from other financial assets with
non-recourse features is the waterfall payment structure that results in a disproportionate
allocation of cash shortfalls between the tranches.

c) New disclosures for borrowers and lenders about contingent events and their potential
impact on contractual cash flows

The amendments introduce new disclosure requirements for instruments with contractual terms
that can change cash flows because of events that are not directly related to changes in basic
lending risks (such as certain loans subject to ESG targets).

These new requirements are applicable to financial assets measured at FVOCI as well as financial
assets and liabilities measured at amortised cost, and include:

e a qualitative description of the nature of the contingent event;

e quantitative information about the possible changes to contractual cash flows — for example,
the range of possible changes; and

e the gross carrying amount of financial assets and amortised cost of financial liabilities subject
to these contractual terms.

d) Disclosures for FVOCI equity instruments

The amendments also change some of the disclosures for equity instruments designated at
FVOCI.

Effective date

The amendments to IFRS 9 and IFRS 7 will be effective for annual reporting periods beginning on or
after 1 January 2026, with early application permitted (subject to any endorsement process).

An entity can elect to early apply only the amendments discussed in (b) and (c) above together, without
yet applying the amendments discussed in (a) and (d).

When an entity first applies the amendments, it is not required to restate comparative information, and

is only permitted to do so if possible without the use of hindsight.
x

//
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New standards

IFRS 18 ‘Presentation and Disclosure in Financial Statements’

Effective date

Issue

* Annual periods beginning on or after 1 January 2027
» Early adoption is permitted

On 9 April 2024, the IASB issued a new standard — IFRS 18, ‘Presentation and Disclosure in Financial
Statements’ — in response to investors’ concerns about the comparability and transparency of entities’

performance reporting. The new requirements introduced in IFRS 18 will help to achieve comparability

of the financial performance of similar entities, especially related to how ‘operating profit or loss’ is
defined. The new disclosures required for some management-defined performance measures will also
enhance transparency.

Key changes

1.

Structure of the statement of profit or loss
IFRS 18 introduces a defined structure for the statement of profit or loss. The goal of the defined
structure is to reduce diversity in the reporting of the statement of profit and loss, helping users of
financial statements to understand the information and to make better comparisons between
companies. The structure is composed of categories and required subtotals:

a. Categories: Iltems in the statement of profit or loss will need to be classified into one of
five categories: operating, investing, financing, income taxes and discontinued
operations. IFRS 18 provides general guidance for entities to classify the items among
these categories — the three main categories are:

Operating category

Mot defined by IFRS 18, this is the
‘residual’ category for income and
expenses that are not classified in
other categories. This will typically

include the entity’s results from its
main business activities.

Investing category
This category typically includes:

results of associates and
joint ventures;

results of cash and
cash equivalents; and

assets that generate a return
individually and largely

independently of other resources.
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Financing category
This category includes:

all income and expenses from
liabilities that involve only the
raising of finance (such as typical
bank borrowings); and

interest expense and the effects of

changes in interest rates from other
liabilities (such as unwinding of the

discount on a pension liability).
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IFRS 18 includes additional requirements for entities that provide financing to customers
(for example, banks) or that invest in assets with specific characteristics (for example, an
investment entity) as a main business activity. Some income and expenses that might
ordinarily have been classified in the investing or financing category, when applying the
general principles, will be presented in the operating category for these entities. The
result of this is that operating profit will include the results of an entity‘s main business
activities.

b. Required subtotals: IFRS 18 requires entities to present specified totals and subtotals:
the main change relates to the mandatory inclusion of ‘Operating profit or loss’. The
other required subtotals are ‘Profit or loss’ and ‘Profit or loss before financing and
income taxes’, with some exceptions (for example, where a bank has financing as a
main business activity and has made specific presentation choices).

These principles are illustrated in the following examples:

1) lllustrative statement of profit or loss for a general corporate

Statement of profit or loss — general corporate (operating expenses by function)

Line item CU  Category

Revenue Operating

Cost of goods sold

Gross profit

Selling expenses

General and administrative expenses

Research and development expenses

Operating profit X  Required subtotal
Share of profit from associates and joint ventures accounted for using X

the equity method

Interest income from cash and cash equivalents X

Profit before financing and income tax X  Required subtotal

Interest expense on borrowings

Interest expense on other liabilities

Profit before income tax

Income tax expense (®) Income tax

Profit from continuing operations X

Loss from discontinued operations (®) Discontinued operations
Profit for the year X  Required subtotal
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2) lllustrative statement of profit or loss for an insurer

Statement of profit or loss — insurer

Line item

CU Category

Insurance revenue

b4 Operating

Insurance service expenses

Met expenses from reinsurance contracts held

Insurance service result

Interest revenue calculated using the effective interest rate method

Dividends and fair value changes on financial assets

Credit impairment losses

Finance expenses from insurance confracts issued

Finance income from reinsurance contracts held

Net financial result

Other expenses

(X)

Operating profit

X Required subtotal

Share of profit of associates and joint ventures accounted for using
the equity method

X =D

Profit before financing and income tax

X Required subtotal

Interest expense on borrowings and pension liabilities

[$4] Financing

Profit before income tax

X

Income tax expanse

(X) Income tax

Profit for the year

X Required subtotal

3) lllustrative statement of profit or loss for an investment and retail bank

Statement of profit or loss - investment and retail bank

Line item

CU Category

Interest revenue calculated using the effective interest rate method

b4 Operating

Interest expense

(X)

Net interest income

X

Fee and commission income

X

Fee and commission expense

(X

Net fee and commission income

X

Met trading income

X

Met investment income, including cash and cash eguivalents

X

Credit impairment losses

X)

Employse benefits expense

(X)

Depreciation and amortisation expenses

(X)

Operating profit

X Required subtotal

Share of profit of associates and joint ventures

b8 Non-main investing and financing

Interest expense on pension and lease liabilities

Profit before income tax

Income tax expense

(%) Income tax

Profit for the year
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2. Disclosures related to the statement of profit or loss

IFRS 18 introduces specific disclosure requirements related to the statement of profit or loss:

a.

Management-defined performance measures: Management might define its own
measures of performance, sometimes referred to as ‘alternative performance measures’ or
‘non-GAAP measures’. IFRS 18 defines a subset of these measures which relate to an
entity’s financial performance as management-defined performance measures (‘MPMs’).
Information related to these measures should be disclosed in the financial statements in a
single note, including a reconciliation between the MPM and the most similar specified
subtotal in IFRS® Accounting Standards. This will effectively bring a portion of non-GAAP
measures into the financial statements.

Disclosure of expenses by nature, for entities that present the statement of profit or
loss by function: Entities will present expenses in the operating category by nature,
function or a mix of both. IFRS 18 includes guidance for entities to assess and determine
which approach is most appropriate, based on the facts and circumstances. Where items
are presented by function, an entity is required to disclose information by nature for
specific expenses.

3. Aggregation and disaggregation (impacting all primary financial statements and notes)

IFRS 18 provides enhanced guidance on the principles of aggregation and disaggregation which
focus on grouping items based on their shared characteristics. These principles are applied
across the financial statements, and they are used in defining which line items are presented in
the primary financial statements and what information is disclosed in the notes.

4. Other limited changes

IFRS 18 will make some other limited changes to presentation and disclosure in the financial
statements. For example, IAS 7, ‘Statement of cash flows’, is amended to:

a.

specify ‘operating profit or loss’ as the starting point for reconciling cash flows from
operating activities; and

remove the existing options for the presentation of interest and dividends paid and
received.
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PwC Observation

The guidance on aggregation and disaggregation has changed. This will require entities to
reconsider their chart of accounts to evaluate whether their existing presentation is still appropriate
or whether improvements can be made to the way in which line items are grouped and described in
the primary financial statements. In addition, changes in the structure of the statement of profit or
loss and additional disclosure requirements might require an entity to make significant changes to
its systems, charts of accounts, mappings etc. The level of operational change required by the new
standard should not be underestimated, and entities should start thinking about the operational
challenges as soon as possible.

It might be difficult to identify MPMs, and extensive procedures might be required by auditors to
assess completeness.

Impact

All entities reporting under IFRS Accounting Standards will be impacted. The same requirements apply

for both public and private entities, including the identification and disclosure of MPMs.

The classification among categories for the statement of profit or loss is performed at the reporting
entity level — there might therefore be differences in classification between an entity’s individual
financial statements and the consolidated financial statements.

Effective date

The new standard will be effective for annual reporting periods beginning on or after 1 January 2027,
including for interim financial statements. Retrospective application is required, and so comparative
information needs to be prepared under IFRS 18.

In the year of adopting IFRS 18, the standard requires a reconciliation between how the statement of
profit or loss was presented for the comparative period under IAS 1 and how it is presented in the
current year under IFRS 18. Interim financial statements in the first year of adoption include similar
reconciliation requirements.

35 PwC | New IFRS Accounting Standards for 2024



TiLkIEME

BEEIFRS 188947, ERRMFHRESTHEMNXTSIHR BFFIHRIBRPLEMIERIES I EREK
T, FFEREFEFFERAMTAERENTRBEMIIRIEREMAEY, HFEXFIRIE K
ERAEH . o, MEREWHZBURGIMIBERRATEFTEEIRNRSE, STRIERRRES
RERFEHEXNRE. THRNYENAZRINENNLNECERABETENTR, HERIR
EFNEEET A A REBEIRIBA.

s, ERENSHERANRAAEANE S, EiHIAERESAEIEFRITEKERTENML.

20

FENNE T ARAERM ZSRESTHENMN EE~EZME. EHARMMEEFLIERERNE
K, SIERAFNEEEE SRR,

MR PR AR KT, NEERSERERET. Eit, ERENNMSZHRERSEHMSRETS
MO XTREFEER.

=L

FENNE B2027F 1 B1HSZ BN EERENEEN, S1F1% A LUEFFiER P EAM SR
*, MASEHER, EtEELIRIEIFRS 184HILLIER

FEXFIFRS 18MENERE, 1 EMNZEREMFEHFIRIEIAS 1713RSRIBIFRS 185 IR AT ELEAEN5
mARZERIETR. STERXEREERANTRHVERE, RNFFEEXIREK.

TR — 2024 EfR M FRESTHENRI T | EEkE 36




IFRS 19 ‘Subsidiaries without Public Accountability: Disclosures’

Effective date

laWaWal

* Annual periods beginning on or after 1 January 2027
» Early adoption is permitted

N

Issue

On 9 May 2024, the IASB issued IFRS 19, ‘Subsidiaries without Public Accountability: Disclosures’.
The standard was developed, in response to feedback from stakeholders, to allow subsidiaries with a
parent that applies IFRS® Accounting Standards in its consolidated financial statements to apply IFRS
Accounting Standards with reduced disclosure requirements.

IFRS 19 is a voluntary IFRS Accounting Standard that eligible subsidiaries can apply when preparing
their own consolidated, separate or individual financial statements.

These subsidiaries will continue to apply the recognition, measurement and presentation requirements
in other IFRS Accounting Standards, but they can replace the disclosure requirements in those
standards with reduced disclosure requirements.

PwC observations

For groups that currently apply IFRS Accounting Standards at both the consolidated and the
subsidiary reporting level, IFRS 19 will likely bring both operational relief and cost savings when
reporting at the subsidiary level. This is because subsidiaries can now keep only one set of
accounting records to meet the needs of both their parent company and the users of their financial
statements.

Benefit

IFRS 19 applies to eligible subsidiaries that elect to adopt the standard in their consolidated, separate
or individual financial statements. Eligible subsidiaries are those that are not publicly accountable and
whose ultimate or intermediate parent prepares consolidated financial statements available for public
use that comply with IFRS Accounting Standards.

An entity has public accountability if its equity or debt instruments are traded in a public market, if it is
in the process of issuing such instruments for trading in a public market, or if it holds assets in a
fiduciary capacity for a broad group of outsiders as one of its primary businesses.

Effective date

Eligible entities may elect to apply the new standard for reporting periods beginning on or after 1
January 2027. Unless permitted or exempted, comparative information needs to be prepared under
IFRS 19. Early application is also permitted; specific requirements apply if IFRS 19 is applied earlier
than IFRS 18 Presentation and Disclosure in Financial Statements.

Depending on the territory, there might be a local endorsement mechanism before the standard can be
applied.
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