E F R ﬂ G EFRAG FR TEG meeting
11 February 2025

Financial reporting Paper 07'01
EFRAG Secretariat: RRA team
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the future Regulatory Assets and Regulatory Liabilities Standard

Issues Paper

Objective

1

The purpose of this issues paper is to discuss and prioritise the IASB tentative decisions to
be further considered by EFRAG FR TEG at future meetings based on their critical concepts
for the development of the future standard Regulatory Assets and Regulatory Liabilities
(‘RARL standard’). These discussions will be a necessary precursor for EFRAG's

endorsement work after the publication of the RARL standard.

2 This paper is structured as follows:
(a) Background
(b)  Update on preparatory work on endorsement advice
(c)  Overview of the RRA model
(d)  Key feature of the RRA model
(e)  Analysis of the IASB tentative decisions related to the RARL standard
(f)  Suggested coverage of topics in the forthcoming EFRAG FR TEG meetings
(g) Questions for EFRAG FR TEG members
Background
3 Following the feedback to the 2021 Exposure Draft Regulatory Assets and Regulatory
Liabilities (‘ED’), starting in early 2022 and ending in July 2024, the IASB carried out its
redeliberations and made tentative decisions on the feedback to the ED. The final standard
is expected to be published by the end of 2025.
4 EFRAG issued its final comment letter on the ED in September 2021 and has since been

actively monitoring the IASB’s redeliberations and tentative decisions on the feedback to
ED. Updates have been provided at EFRAG RRAWG, FR-TEG, FRB, and FR TEG-CFSS meetings
as enumerated below and in the supplemental agenda paper 07-02. From Q3 2024, EFRAG
kickstarted activities related to the preparatory work for endorsement advice as described

below.
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Update on preparatory work for endorsement advice

5

In Q3 2024, the EFRAG Secretariat conducted outreach to preparers building on the 2023
IASB survey on the direct (no direct) relationship, whose findings were presented to EFRAG
FR TEG in January 2024. Highlights of the EFRAG Secretariat’s outreach can be found in the

September 2024 EFRAG FR TEG meeting issues paper.

In September 2024, EFRAG FR TEG discussed the appropriate areas of focus and activities
to be undertaken during the preparatory work for endorsement advice. Some FR TEG
members underscored the challenges of conducting outreach activities without the draft

wording of the RARL Standard and Illustrative examples.

In December 2024, EFRAG published a survey that aims to gather information from
preparers on the practicability and likely effects of the upcoming RARL standard and asked

for comments by 31 March 2025. The survey covers the following topics:

(a) information on the regulatory agreements currently in place including expected

changes in future years;

(b)  practicability of applying RARL standard and the likely effects on the information

reported in financial statements;
(c) likely costs of implementing RARL standard

(d) likely effects of applying the future RARL standard on the quality of financial

reporting of affected entities.

The EFRAG Secretariat has been reviewing the prevailing and emerging regulations across

EU jurisdictions.

Overview of the RRA accounting model

9

Objective of the RRA model: The information provided by the RARL Standard, together with
information required by other IFRS Standards, enables users of financial statements to

understand:

(a)  the relationship between an entity’s revenue and expenses as completely as would
have been possible if the total allowed compensation for the goods or services
supplied had been fully reflected in revenue in the period in which the entity supplied
those goods or services. That understanding will provide insights into the entity’s

prospects for future cash flows.
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(b) the entity’s regulatory assets and regulatory liabilities. That understanding will
provide insights into how regulatory assets and regulatory liabilities will affect the

amount, timing and uncertainty of the entity’s future cash flows.

10  Under the RRA accounting model (RRA model), differences in timing® will be recognised as
regulatory assets and regulatory liabilities in the statement of financial position when the
recognition criteria are met, with the related regulatory income and regulatory expense in
the statement of financial performance (see Agenda paper 07-03 for a high-level summary

of the RRA model).

Key features of the RRA model
11  Below is a high-level description of the requirements and applicable guidance related to a

selection? of the key features of the RRA model:

(a) Scope — the RARL standard will provide guidance on the scope of the RRA model

including the interaction with IFRIC 12 Service Concession Arrangements.

(b) Total allowed compensation — the application guidance on total allowed
compensation will focus on helping entities to identify differences in timing instead
of specifying the components of total allowed compensation (see paper 07-03

overview of RRA model for a definition of total allowed compensation).

(c)  Recognition threshold — require a symmetric recognition threshold for regulatory
assets and regulatory liabilities based on an assessment of the existence (more likely
than not) of enforceable rights and obligations. Measurement uncertainty is not
considered in recognition except for allowable benchmark expenses determined
after the financial statements are authorised for issue (these are recognised only

when the regulator determines the benchmark).

(d)  Derecognition —require an entity to derecognise (1) a regulatory asset as it recovers
part or all of the regulatory asset by adding amounts to future regulated rates
charged to customers; and (2) a regulatory liability as it fulfils part or all of the
regulatory liability by deducting amounts from future regulated rates charged to

customers.

1A difference in timing arises because part of the compensation for goods or services supplied in a period must be

included in the regulated rate charged for goods or services supplied in a different period (past or future).

2This is not an exhaustive description of the RRA model.
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(e) Measurement principle including discounting- require an entity to estimate
uncertain future cash flows using whichever of the two methods—the ‘most likely
amount’ method or the ‘expected value’ method - the entity expects would better
predict the cash flows. The estimates of future cash flows would be discounted using
the regulatory interest rate except when it is assessed to be insufficient to
compensate the entity for the time value of money and uncertainty. In such cases,
an entity will need to use the minimum interest rate if it is higher than the regulatory

interest rate. The RRA model will also provide some discounting exceptions.

(f)  Direct (no-direct) concept — the RRA model will include the direct (no direct)
relationship concept between its property, plant and equipment and its regulatory
capital base. Recognition of regulatory assets and regulatory liabilities will depend
on whether an entity assesses to have either a direct or no direct relationship. This

is illustrated in the table below.

+ Use of the direct (no direct) relationship concept in the model based on common sources of differences in timing o

Compensation related to the regulatory capital base

Returns on Returns on
Regulatory Volume Pier:izrnr:i:::e

assets being [l assets being 4
depreciation variances
used constructed (most cases)

Allowable

expenses
(many cases)

BT ——

Performance

- Treatment of differences in timing that may arise is the same for all entities, regardless of the direct (no direct)
relationship

- Treatment of differences in timing that may arise differs based on the relationship between an entity’s
regulatory capital base and its property, plant and equipment

(g) Presentation — the RRA model will include presentation requirements
(h)  Disclosure requirements — the RRA model will include disclosure requirements

(i) Effective date and transition — an entity already applying IFRS Accounting Standards
will be permitted to apply the prospective RRA Standard retrospectively either under
IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors or by using a

modified retrospective approach.
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12  Table 1 below outlines a) the topics discussed by the IASB in its redeliberations on the feedback to the ED, b) when these topics were discussed by EFRAG’s

consultative and/or decision-making bodies (i.e. EFRAG RRAWG, EFRAG FR TEG-CFSS and EFRAG FR TEG), c) EFRAG Secretariat’s categorisation of level of

concern expressed by EFRAG constituents feedback and whether topic was discussed in EFRAG FR TEG only meeting, d) High-level description of feedback and

concerns. Agenda paper 07-02 contains detailed information about the tentative decisions as well as the comments raised by EFRAG’s consultative and/or

decision-making bodies and supplements this table.

Table 1: EFRAG’s stakeholders’ concerns/feedback on the I1ASB’s tentative decisions for the future RARL Standard

Topic

Past discussions Level of concerns raised /
Whether discussed in EFRAG

FR TEG only meeting

High-level description of feedback including concerns
(i.e. from EFRAG consultative and decision making

bodies and other EFRAG constituents)

Scope and definition of regulatory assets and regulatory liabilities

Scope: Determining whether a regulatory
agreement is within the scope of the

proposals

Existence of a regulator as part of the
conditions necessary for a RA or RL to exist

and its definition

Linkage between RA and RL and amounts

included in regulated rates and accounted for

EFRAG RRAWG LOW CONCERN

meeting (28 April (categorisation could be

2022) revised based on survey
feedback)

EFRAG FR TEG
meeting (13 July / M Topic discussed in EFRAG
2022) FR TEG only meeting

EFRAG FR TEG-CFSS
(14 September 2022)

EFRAG FR TEG-CFSS, FR TEG and RRAWG members
supported the IASB tentative decisions on the scope of

the RARL standard.

While not pinpointing any concerns, in September 2024,
EFRAG FR TEG members suggested that RARL’s scope
should be one of the focus areas of EFRAG’s preparatory
work for endorsement advice. Hence, if significant

concerns are highlighted in the feedback to EFRAG's
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as revenue as per IFRS 15 and clarifications

related to the term ‘customers’

Not to exclude from the scope RA or RL
related to financial instruments within the

scope of IFRS 9

(see agenda paper 07-02 for a detailed

description of IASB’s tentative decisions).

EFRAG RRAWG
meeting (08 Nov
2022)

EFRAG FR TEG-CFSS
(15 March 2023)

survey to preparers, this aspect may be deemed to be of

either medium or high concern.

Conditions for regulatory assets (RAs) and
regulatory liabilities (RLs) to exist. The IASB
made a tentative decision to retain the ED

proposals.

EFRAG RRAWG
meeting (28 April
2022)

EFRAG FR TEG
meeting (13 July
2022)

LOW CONCERN / M Topic
discussed in EFRAG FR TEG

only meeting

Inits FCL, EFRAG supported the ED’s proposed definition
of RAs and RLs. No concerns were raised by the EFRAG
FR TEG and RRAWG members.

Total allowed compensation

Components of the total allowed

compensation (TAC)

To cater for entities in incentive-based

regulatory regimes, the IASB made a

tentative decision to apply a principle-based

EFRAG FR TEG CFSS
meeting (14
September 2022)

LOW CONCERN
(categorisation could be
revised based on survey

feedback on differences in

timing)

EFRAG FR TEG-CFSS and RRAWG members supported
the IASB tentative decision on components of TAC in
response to concerns raised by stakeholders under

incentive-based regulatory regimes.
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approach to describe TAC instead of defining
components as done in the ED. Paragraph B2
of the ED specified the components of TAC
(i.e. amounts that recover allowable
expenses minus chargeable income, target
profit and regulatory interest income and

regulatory interest expense).

EFRAG RRAWG
meeting (8

November 2022)

/ &l Topic not discussed in

EFRAG FR TEG only meeting

Nonetheless, EFRAG FR TEG CFSS members stressed the
importance of the related wording in the RARL standard.
As this will differ from the ED’s detailed specification, it
will also be helpful for the IASB to share with
constituents the most common differences in timing
identified by the IASB. The EFRAG survey to preparers
has a question to preparers on differences in timing.

Hence, if significant concerns are highlighted in the

feedback, this aspect may be deemed to be of either

medium or high concern.

Proposed definition of allowable expense and
treatment of allowable expenses based on

benchmarks

(see agenda paper 07-02 for a detailed

description of IASB'’s tentative decisions).

EFRAG RRAWG
meeting (8

November 2022)

EFRAG FR TEG
meeting (18 -19
January 2023)

EFRAG FR TEG CFSS
meeting (15 March
2023)

LOW CONCERN / M Topic
discussed in EFRAG FR TEG

only meeting

EFRAG FR TEG-CFSS and RRAWG members supported
the IASB’s tentative decisions as it would address the
concerns noted by EFRAG and others when allowed
expenses were based on benchmark or peer average

expenses.
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Regulatory return on assets not yet available
for use- The IASB made a tentative decision
that will be part of the total allowed
compensation for goods or services supplied
during the construction period, instead of
once the asset is in use, which was the ED

proposal.

EFRAG RRAWG
meeting (28 April
2022)

EFRAG FR TEG
meeting (13 July
2022)

EFRAG FR TEG CFSS
meeting (14
September 2022 and
15 March 2023)

EFRAG RRAWG
meeting (8

November 2022)

LOW CONCERN / M Topic
discussed in EFRAG FR TEG

only meeting

In its FCL, EFRAG did not support the ED’s proposed
treatment of regulatory return on assets not yet
available for use (i.e. as part of TAC for goods or services
supplied when the asset is in use). The IASB’s tentative
decision addressed EFRAG’s and numerous other
stakeholders’ concerns. EFRAG FR TEG members
discussed this matter before the IASB made its tentative
decision and they were supportive of the IASB’s
direction of travel as it would better reflect the

economics of these transactions.

EFRAG FR TEG CFSS and RRAWG members also
supported the IASB tentative decision as it aligned the
RARL standard with how regulators compensated
entities during the construction period. Nonetheless,
EFRAG FR TEG CFSS members stressed the importance

of the wording of the guidance and the examples.

Capitalised borrowing costs: The |ASB
tentatively decided that when an entity’s RCB

and its PPE have a direct relationship and the

EFRAG RRAWG
meeting (27
February 2023)

HIGH CONCERN / M Topic
discussed in EFRAG FR TEG

only meeting

Some FR TEG members supported the IASB's tentative
decision not to amend IAS 23 to solve the accounting
mismatch problem. Members supported additional

outreach to EU preparers to understand the prevalence
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entity capitalises its borrowing costs under

IFRS:

(a) if the regulatory agreement provides the
entity with both a debt and an equity return
on an asset not yet available for use—to
require the entity to reflect only those
returns in excess of the entity’s capitalised
borrowing costs in the statement of financial
performance during the construction period;

and

(b) if the regulatory agreement provides the
entity with only a debt return on such an
asset—to prohibit the entity from reflecting
the return in the statement of financial

performance during the construction period.

EFRAG FR TEG CFSS
meeting (15 March
2023)

EFRAG FR TEG
meeting (13 April
2023)

of the issue and this has been incorporated into EFRAG’s
current survey to preparers on the practicability and

cost-benefit considerations of the RARL standard.

Mixed views were expressed by the RRAWG members
on the IASB's tentative decision with a few members
preferring no action being done while one agreed to
address the accounting mismatch. Concerns revolved
around the costs and additional complexity of the
proposal and the materiality of the issue (i.e. costs of
applying this requirement being higher than the
potential benefits due to the issue being generally

immaterial).

Total allowed compensation: performance

incentives and long-term performance
incentives (see agenda paper 07-02 for a
detailed description of IASB’s tentative

decisions).

EFRAG FR TEG CFSS
meeting (14
September 2023)

LOW CONCERN/ XI Topic not
discussed in EFRAG FR TEG

only meeting

EFRAG FR TEG CFSS and RRAWG members were
supportive of the IASB tentative decisions. Moreover, in
its FCL, EFRAG did not raise any concerns on this aspect

of the RRA model.
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EFRAG RRAWG
meeting (11 July
2023)

Unit of account

Unit of account — The IASB made a tentative
decision to retain the ED’s definition of the
unit of account as the right or obligation
arising from a difference in timing or from a
group of differences in timing created by the
same regulatory agreement and having

similar expiry patterns and subject to similar

risks.

Offsetting — the IASB tentatively decided to
omit the proposal in paragraph 71 of the ED
that would have permitted an entity to offset
regulatory assets and regulatory liabilities in

the statement of financial position.

EFRAG RRAWG
meeting (6 March
2024)

EFRAG FR TEG-CFSS
(13 March 2024)

/ X Topic not
discussed in EFRAG FR TEG

only meeting

Some EFRAG FR TEG-CFSS members questioned the
applicability of the unit of account concept. They noted
that, unless it is for resolving recognition challenges,
specifying a unit of account at a detailed level as done in
the ED/IASB tentative decisions could create more costs

than benefits for reporting entities.

This aspect has been included in the EFRAG survey to

preparers. Hence, if further concerns are highlighted in

the feedback received, this aspect may be revised and

deemed to be of high concern.

Offsetting — In disagreement with the IASB tentative
decision, some CFSS members considered it useful to
retain paragraph 71 of the ED to apply the concepts in
the RARL standard.
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Direct (no direct) relationship — Not included in ED and introduced by IASB as part of its tentative decisions related to total allowed compensation

Regulatory assets and regulatory liabilities
arising from differences between the
regulatory recovery period and the assets’

useful lives (direct no direct relationship)

(IASB discussions/tentative decisions October

2022, September and October 2023)

EFRAG RRAWG
meeting (27
February 2023)

EFRAG FRB (3 May
2023, 24 March
2024)

EFRAG FR TEG (18
January 2024)

EFRAG FR TEG-CFSS
(March 2024)

HIGH CONCERN / ] Topic
discussed in EFRAG FR TEG

only meeting

As described further below, EFRAG’s technical decision-
making bodies and consultative groups have been
cautiously supportive of the IASB’s tentative decision
and they have raised several points for attention.
Relatedly, the outreach done by the EFRAG Secretariat
in Q3 2024 (summarised in paragraph 39 of the related
issues paper) building on the 2023 IASB survey on the
direct (no direct) relationship, highlights the challenges
that several entities face in determining whether they

are in either a direct (no direct) relationship.

Moreover, EFRAG’s engagement with other
stakeholders (including ETSOs) highlighted there could
be circumstances where no direct relationship will not
result in the material exclusion of regulatory assets and
regulatory liabilities (i.e., RA and RL mainly arise from
Opex timing differences as is the case for German TSOs)
but there are circumstances where material RAs and RLs

may be excluded (timing differences related to RCB).

EFRAG RRAWG, FR TEG, FR TEG-CFSS and FRB feedback
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EFRAG RRAWG members generally welcomed the IASB’s
decision as it would provide relief in cases where there
was no direct relationship between an entity’s
regulatory capital base and its property, plant and
equipment (‘PPE’). However, there was a need to look
carefully at the indicators and how the assessment
would work in cases where it was not clear if there was

a direct relationship concept (a mix of the two).

Some EFRAG FR TEG members considered that the
direct (no direct) concept was a pragmatic approach.
However, several members noted that the assessment
depends on the entity’s ability to reconcile accounting
balances with regulatory balances may resultin earnings
management and put pressure on auditors. Questions
were raised on the level at which reconciliations
between accounting balances and regulatory balances
should be made and what to do in cases where the

assessment changes.

EFRAG TEG-CFSS members did not disagree with the

IASB’s tentative decision and noted that companies that
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had “no direct” relationship would still be in the scope
of the RARL Standard. However, it was important to
better understand the effects of the direct (no direct)
concept on European companies impacted by the
prospective Standard. Members also expressed interest
in the “Top-down” model developed by the UKEB staff
to supplement the IASB proposals and allow the
recognition of RA/RL that will not be recognised under

the current IASB proposals.

EFRAG FRB members raised several concerns about the
direct (no direct) relationship concept including its
enforcement, the comparability of reporting, and
consistent application (e.g. when average costs are

applied).

Recognition and derecognition

The recognition threshold, the timing of
initial recognition and derecognition, and the
interaction between enforceability and

recognition (see agenda paper 07-02 for a

EFRAG FR TEG-CFSS
(14 September 2023)

EFRAG RRAWG (11
July 2023)

LOW CONCERN
(categorisation could be
revised based on survey

feedback on enforceability) /

EFRAG FR TEG-CFSS and RRAWG members were
generally supportive of the IASB’s tentative decisions

related to recognition and derecognition.

In September 2024, EFRAG FR TEG members suggested

that enforceability should be one of the focus areas of
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detailed description of I|ASB’s tentative

EFRAG FR TEG-CFSS

Topic not discussed in

EFRAG’s preparatory work for endorsement advice.

decisions). (12 September 2024) EFRAG FR TEG only meeting | Hence, if concerns are highlighted in the feedback to
EFRAG's survey to preparers, this aspect may be revised
and deemed to be of either medium or high concern.
Measurement
Measurement principle: estimating | EFRAG FR TEG-CFSS | LOW CONCERN / Xl Topic not | EFRAG FR TEG-CFSS and RRAWG members generally

uncertain future cash flows, credit and other
risks (see agenda paper 07-02 for a detailed

description of IASB’s tentative decisions).

(14 September 2023)

EFRAG RRAWG
meeting (30
November 2023)

EFRAG RRAWG
meeting (December

2023)

EFRAG RRAWG (24
July 2024)

EFRAG FR TEG-CFSS
(12 September 2024)

discussed in EFRAG FR TEG

only meeting

agreed with the IASB's tentative decisions on the
measurement principle and using the regulatory interest

rate to discount future cash flows.
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Boundary of the regulatory agreement (the
point beyond which a regulatory agreement
grants no enforceable present rights, and
imposes no enforceable present obligations,
on an entity) (see agenda paper 07-02 for a
IASB’s tentative

detailed description of

decisions).

EFRAG FR TEG-CFSS
(September 2024)

EFRAG RRAWG
meeting (November

2023 / May 2024)

LOW CONCERN / &l Topic not
discussed in EFRAG FR TEG

only meeting

EFRAG FR TEG-CFSS and RRAWG members generally
agreed with the IASB'’s tentative decisions as some of
the issues raised in EFRAG’s comment letter were

addressed.

Discounting: discounting estimated future

cash flows and using a minimum interest rate.

The IASB made a tentative decision to retain
the ED proposal to require discounting based
on a minimum interest rate if the regulatory
interest rate provided for a regulatory asset is
insufficient to compensate the entity (see
agenda paper 07-02 for a detailed description

of IASB’s tentative decisions).

EFRAG RRAWG
meeting (December

2023)

EFRAG RRAWG (24
July 2024)

EFRAG FR TEG-CFSS
(12 September 2024)

HIGH CONCERN / X Topic not
discussed in EFRAG FR TEG

only meeting

Inits FCL, EFRAG did not support the ED proposal. EFRAG
RRAWG members did not support the IASB tentative
decision to retain the ED proposal for using a minimal
interest rate if the regulatory rate is insufficient as it
added complexity, reduced comparability, it was
asymmetrically applied only for regulatory assets, and
there were no clear benefits from applying the proposal.
Some members said that they were not aware of cases

where the regulatory interest rate could be insufficient.
This aspect is included in EFRAG’s survey to preparers.

EFRAG FR TEG-CFSS members provided limited
comments. One member said that the application of the

minimum interest rate is not prevalent in France
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considering the regulation. The member recommended
that the IASB should carefully consider the drafting of
the RARL standard and provide clear implementation

guidance.

Discounting: Uneven discount rates (using a
single rate) (see agenda paper 07-02 for a
detailed description of IASB’s tentative

decisions).

EFRAG RRAWG (16
May 2024)

EFRAG FR TEG-CFSS
(12 September 2024)

LOW CONCERN / &l Topic not
discussed in EFRAG FR TEG

only meeting

EFRAG RRAWG and TEG-CFSS members generally
supported the IASB proposal — it was not expected to be

a common issue in the EU.

Exemption to discounting: for items that
affect regulated rates on an accrual basis
when having considered all reasonable and
supportable information that is available
without undue cost or effort, is unable to
estimate the amount and timing of those

future cash flows.

EFRAG FR TEG-CFSS
(December 2024)

EFRAG RRAWG
(February 2025)

/X Topic
not discussed in EFRAG FR

TEG only meeting

EFRAG FR TEG-CFSS members provided limited
feedback. However, some members questioned
whether the exemption from discounting is required.
These members suggested that if an entity lacks the
information required to discount cash flows it would be
unable to discount cash flows, regardless of whether the

prospective Standard included an exemption.

RRAWG members will discuss the topic on 13 February
2025.
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Inflation: An entity is neither required nor
permitted to recognise as a regulatory asset,
inflation adjustments to the regulatory

capital base.

EFRAG FR TEG (April
2023)

EFRAG FR TEG-CFSS
(March 2023)

EFRAG RRAWG
(February 2023 and
November 2024)

HIGH CONCERN / ] Topic
discussed in EFRAG FR TEG

only meeting

The IASB made the tentative decision to prohibit
recognising as regulatory assets inflation adjustments to
the regulatory capital base due to the associated cost
and complexity. The concern is of particular importance
for entities having a direct relationship between an
entity’s RCB and its PPE as they can track the difference

between both at the unit of account level.

Members were, in general, in agreement with the IASB’s
tentative decision. A few members highlighted the
challenges entities that are under a direct relationship
approach could face in excluding inflation-related
revenue. A member did not support the tentative
decision as he considered cost and complexity not to be
valid reasons. A member with a user background
supported the IASB’s decision as she considered that
revenue related to inflation adjustments would be
disconnected from the related cash flows and this would

create confusion for generalist users.
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Exceptions to general measurement

requirements: Items affecting regulated
rates only when related cash is paid or

received

(see agenda paper 07-02 for a detailed

description of IASB’s tentative decisions).

EFRAG FR TEG-CFSS
(March 2024)

EFRAG RRAWG
meeting (March
2024)

LOW CONCERN / &l Topic not
discussed in EFRAG FR TEG

only meeting

EFRAG TEG-CFSS members agreed with the
measurement exception related to items of expense or
income that affect regulated rates only when related

cash is paid or received as it reduces complexity.

The extension of the measurement exception to other
items that are not paid or received in cash will be

discussed with the RRAWG in February 2025.

Presentation

Presentation requirements

(see agenda paper 07-02 for a detailed

description of IASB’s tentative decisions).

EFRAG FR TEG-CFSS
(March 2024)

EFRAG RRAWG
meeting (March

2024)

/ X Topic
not discussed in EFRAG FR

TEG only meeting

EFRAG RRAWG members generally agreed with the
tentative decisions. Mixed views were expressed on the
presentation of regulatory income minus regulatory
expense as a separate line item. Members who
disagreed noted that, if the amount was not material, it
would not be useful to present it as a separate line item.
These members highlighted that materiality had to be

considered.

The EFRAG Secretariat has assigned a medium level of
concern to the IASB’s tentative decision on presentation

proposals because these proposals could impact the
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understandability of information provided to users and
the attainment of the RARL standard’s objective; b)
EFRAG needs to conduct outreach to obtain users’ views
on this aspect and it is part of EFRAG’s survey to
preparers; and c) mixed views on separate presentation
on the separate presentation of regulatory income and

regulatory expense were expressed by the RRAWG.

Exceptions to general presentation

requirements: Items affecting regulated
rates only when related cash is paid or
received (see agenda paper 07-02 for a
detailed description of IASB’s tentative

decisions).

EFRAG FR TEG-CFSS
(March 2024)

EFRAG RRAWG
meeting (March

2024)

LOW CONCERN / Xl Topic not
discussed in EFRAG FR TEG

only meeting

EFRAG FR TEG-CFSS and RRAWG generally agreed with
the IASB tentative decision and there were no significant

concerns raised.

The extension of the presentation exception to other
items that are not paid or received in cash will be

discussed with the RRAWG in February 2025.

Disclosures

Disclosures proposed in the ED- The IASB
made a tentative decision to retain the ED

proposals.

New disclosures related to a direct (no

direct) relationship (that were not in ED)

EFRAG RRAWG (21
December 2023 and
16 May 2024)

EFRAG FR TEG-CFSS
(12 September 2024)

/ & Topic
not discussed in EFRAG FR

TEG only meeting

In its FCL, EFRAG called for a balanced approach to
disclosures and called for the IASB to review some of

the detailed requirements.

Some EFRAG RRAWG members supported the IASB's

tentative decisions. However, other members
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Reduced disclosures for IFRS 19 purposes

(see agenda paper 07-02 for a detailed

description of IASB’s tentative decisions).

considered the proposed disclosures were too
detailed/prescriptive and it would be an issue to
explain them at consolidation level in situations when
the reporting entity had several regulatory agreements
in different jurisdictions. Members considered it useful
to have mock-up examples related to the proposed
new disclosures especially when these disclosures are

not quantitative.

EFRAG FR TEG-CFSS members echoed concerns about
too detailed information and suggested improvements

to be considered.

Interactions with other IFRS accounting standards

Interactions with other IFRS accounting

standards, including IFRIC 12, IAS 12, IFRS 17

(see agenda paper 07-02 for a detailed

description of IASB’s tentative decisions)

EFRAG RRAWG

(8 November 2022
and 16 May 2024)

EFRAG FR TEG-CFSS

(March 2023 and 12
September 2024)

LOW CONCERN / Xl Topic not
discussed in EFRAG FR TEG

only meeting

Interaction with IFRIC 12 — EFRAG RRAWG and TEG-CFSS
members agreed with the IASB’s tentative decisions on
IFRIC 12. The EFRAG Secretariat has sought and is yet to
receive any examples that clarify if there are any

concerns related to the interaction with IFRIC 12.

Members did not comment/raise concerns on the

proposals related to interaction with IAS 12 and IFRS 17.
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Amendments to IAS 8, IAS 36, IFRS 3 and
IFRS 5

(see agenda paper 07-02 for a detailed

description of IASB’s tentative decisions)

EFRAG RRAWG

(24 July 2024)

EFRAG FR TEG-CFSS
(12 September 2024)

/ & Topic not
discussed in EFRAG FR TEG

only meeting

LOW CONCERN for
amendments to IAS 8 and

IFRS 5

/ &l Topic not discussed in

EFRAG FR TEG only meeting

Amendment to IAS 36 and IFRS 3 — EFRAG RRAWG and
TG-CFSS members generally agreed with the IASB's
tentative decisions on amendments to IAS 36 and IFRS 3.
However, concerns about double counting of regulatory
assets in the goodwill determination have been raised.
There was also a call for clear guidance about the
interaction of IAS 36 the RARL standard so that the
expected future cash inflows /outflows of the CGU are

adjusted for the cash flows related to RAs and RLs.

Amendments to IAS 8 and IFRS 5— EFRAG RRAWG and
TEG-CFFS members have not raised any concerns with

the proposed amendments.

Effective date and transition

Effective date and transition, including
transition reliefs, analysis of the proposals for
retrospective application and past business

combinations.

EFRAG RRAWG

(27 November 2024
and February 2025)

EFRAG FR TEG-CFSS

The EFRAG survey to preparers has included detailed
questions that will inform on the likely effects of the

transition requirements and that could help clarify the

EFRAG FR TEG meeting 11 February 2025

Paper 07-01, Page 21 of 24




Plan for EFRAG FR TEG further discussions related to future RARL Standard - Issues Paper

(see agenda paper 07-02 for a detailed

description of IASB’s tentative decisions)

(3 December 2024)

Topic not discussed in

EFRAG FR TEG only meeting

concerns outlined below. The categorisation of concerns

could be revised based on the feedback received.

EFRAG RRAWG members generally agreed with the
IASB’s tentative decisions on transition requirements
and the effective date. However, some members noted
that at initial application recognising some regulatory
assets might be challenging due to the need to assess
the boundary for cash flows related to some long-term
items which measurement is linked to when related
cash is paid or received (i.e., items arising under IAS 19
Employee Benefits). Members also observed that the
relief for past business combinations can result in
double counting of assets. This issue will be further
discussed by the EFRAG RRAWG at its February 2025

meeting.

EFRAG FR TEG-CFSS members supported the IASB’s
tentative decisions on transition and effective date.
However, they also noted the risk of double counting of
regulatory assets at transition and suggested this be

explicitly addressed by the IASB in the final standard.
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Suggested plan to cover topics in future EFRAG FR TEG meetings
13 Considering that the RARL Standard is expected at the end of 2025, the EFRAG Secretariat

proposes to discuss the below with the EFRAG FR TEG in the coming months:

(a)  IASB tentative decisions/topics that are yet to be discussed at FR TEG only meetings®.
We suggest an in-depth discussion on these to be spread across the March to
September 2025 FR TEG meetings with coverage at each scheduled monthly
meeting. Interrelated tentative decisions may be bundled to allow more effective

coverage.

(b)  Results of EFRAG’s survey to preparers referred to in paragraph 7 above. Since the
deadline to complete the survey is 31 March 2025, we suggest discussing the results

of the survey at the joint FR TEG & FRB meeting that will take place on 14 May 2025.

(c)  Points for further discussion based on survey feedback. We will assess together with
FR TEG, after presenting the survey results, which contentious topics should be

rediscussed.

(d)  Educational event. We will engage with the IASB staff to provide, if possible, an

educational event on the overall RARL at a suitable date.

14  Table 2 outlines the EFRAG Secretariat’s suggested coverage of topics for the forthcoming

EFRAG FR TEG meetings.

Table 2: Suggested coverage at future meetings

TOPICS

Suggested time of coverage in future EFRAG FR TEG

meetings

IASB Tentative decisions not yet covered in EFRAG FR TEG | EFRAG FR TEG March, April and May meetings (2hr

only meetings session per meeting)

e TAC: components and performance incentives

e Measurement principles, boundaries and exception to

Unit of account

Recognition and derecognition

(including long-term)

the general measurement requirements

3 All topics were discussed at FR TEG-CFSS meetings.
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e Measurement - discounting

IASB Tentative decisions not yet covered in EFRAG FR TEG

only meetings

Presentation

Disclosures

Interactions with other [IFRS Standards and

amendments to other IFRS Standards

Effective date and transition

EFRAG FR TEG June, July and September 2025 meetings

(2hr session per meeting)

EFRAG Secretariat preparatory endorsement work findings

e Results of the EFRAG survey to preparers

e EFRAG Secretariat’s review of regulatory schemes in

the EU

EFRAG FR TEG & FRB joint meeting 14 May 2025 (2hr

session)

Contentious areas identified in feedback to the EFRAG

Survey and in RRAWG meetingd after coverage in past

EFRAG FR TEG meetings (e.g., inflation adjustments to RCB).

EFRAG FR TEG meetings (June to November 2025)

Educational event/s organised in potential collaboration

with IASB staff

TBD

Questions for EFRAG FR TEG members

in Table 1 above? Please explain

sessions?

15  What are your comments on the areas categorised as being of medium or high concern

16 Do you agree with the suggested topics and sequence of their coverage in future EFRAG

FR TEG meetings described in paragraph 13 and Table 2 above?

17 Do you have any suggestions for the format and content of the proposed future




