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Regulatory assets and regulatory liabilities
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Cover Note

Objective
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The purpose of this session is to provide EFRAG FR TEG members with an educational
session on some of the key accounting requirements under the prospective IFRS
Accounting Standard on Regulatory Assets and Regulatory Liabilities (prospective/ new
IFRS Standard). The session will cover the following topics using illustrative examples:

(a)  Allowable expenses and chargeable income
(b)  Performance incentives
(c)  Volume variances

Similar to the education session at the June 2025 EFRAG FR TEG meeting, this session is
among the intended educational sessions for EFRAG FR TEG members, aimed at ensuring
readiness for the endorsement of the prospective IFRS Standard. The remaining key topics
will be covered at future meetings.

Background

3

The IASB has finalised its redeliberations on its 2021 Exposure Draft Regulatory Assets and
Regulatory Liabilities (‘ED’) in July 2024.

EFRAG issued its final comment letter on the ED in September 2021 and has since been

actively monitoring the 1ASB’s redeliberations on the feedback to the ED. Updates have
been provided at EFRAG RRAWG, FR-TEG, FRB, and FR TEG-CFSS meetings during the IASB
redeliberation process.

In May 2025, the IASB discussed sweep issues identified in drafting the prospective IFRS
Standard. At that meeting, the IASB decided to include no requirements for a minimum
interest rate and made decisions on disclosure requirements (primarily a consequence of
its decision to drop the minimum interest rate requirement) and transition requirements
for interim financial statements. See IASB May 2025 Update.

The IASB’s decisions on sweep issues in May 2025 and the IASB staff’s cost-benefit analysis
and field-testing results of the prospective IFRS Standard were presented at the July 2025
ASAF meeting and discussed at the EFRAG TEG-CFSS meeting in July.
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The IASB expects to publish the new IFRS Standard in the second quarter of 2026, with an
effective date of 1 January 2029 and with early adoption permitted. The new Standard will
replace IFRS 14 Regulatory Deferral Accounts.

EFRAG started its preparatory work for endorsement advice in Q3 2024. Relatedly, at the
FR TEG meeting in May 2025, the EFRAG Secretariat presented the preliminary results of a)
EFRAG’s survey to preparers from European entities that are likely to be in the scope of the
prospective IFRS Standard, b) the review of regulations across EEA countries. The appendix
to this paper provides an overview of the preparatory work undertaken so far.

Next steps
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10
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For the preparatory work for the endorsement advice, the EFRAG Secretariat will follow up
on the areas of focus that were identified from the survey to preparers (whose details are
in the Appendix, paragraph 3). This will be done via follow-up interviews with the preparer
respondents as well as a review of their financial statements to assess impacts.

The EFRAG Secretariat will also extend the review of regulations beyond the electricity and
gas utilities (e.g. water sector) and to cover a wider set of EU member states, with a focus
on aspects of the regulations that have implications for the prospective IFRS Standard. In
this regard, the Secretariat will consider administering a survey to facilitate the gathering
of relevant information.

Further education sessions for the EFRAG FR TEG and FRB members, on the remaining key
requirements not covered at today’s session, will be provided in October and November
2025.

Agenda Papers
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In addition to this cover note, the following papers are provided for this session:

(a) Agenda paper 07-02 — Presentation on key requirements under the prospective IFRS
Standard.

(b)  Agenda paper 07-03 — Presentation educational session FR TEG meeting June 2025
— for background purposes.
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Appendix

Update on preparatory work for endorsement advice

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 prospective IFRS Standard and lllustrative examples.

In December 2024, EFRAG published a survey that aimed to gather information from
preparers on the practicability and likely effects of the upcoming prospective IFRS and
asked for comments by 31 March 2025. The survey covered the following topics:

(a) information on the regulatory agreements currently in place, including expected
changes in future years;

(b)  practicability of applying the RARL standard and the likely effects on the information
reported in financial statements;

(c) likely costs of implementing the prospective IFRS Standard

(d) likely effects of applying the prospective IFRS Standard on the quality of financial
reporting of affected entities.

In May 2025, the EFRAG Secretariat presented to EFRAG FR TEG the preliminary results of
a) EFRAG’s survey to preparers from European entities that are likely to be in the scope of
the prospective IFRS Standard; and b) the review of regulations across different
jurisdictions.

In July 2025, EFRAG TEG-CFSS discussed the IASB’s decisions on sweep issues discussed in
May 2025 and the IASB staff’s cost-benefit analysis and field-testing results of the
prospective IFRS Standard.

The EFRAG Secretariat has been reviewing the prevailing and emerging regulations across
EU jurisdictions. The outcome of this work will be presented to EFRAG FRB, FR TEG and
EFRAG supporting WG’s at future meetings.
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