EFRAG PREPARATORY WORK FOR ENDORSEMENT ADVICE —REGULATORY ASSETS AND REGULATORY LIABILITIES—
PREPARATORY SURVEY FOR REGULATORY REGIMES OTHER THAN THE ENERGY SECTOR REGIMES

Objective

1.

The IASB is expected to issue a new IFRS Accounting Standard Regulatory Assets and Regulatory Liabilities (hereafter referred to as IFRS X) in Q2 2026. In

anticipation, as part of its preparatory work for the endorsement advice to the European Commission on IFRS X that will be prepared and issued thereafter, this
survey is targeted at preparers from European rate-regulated entities outside the gas and electricity sector that are likely to be in the scope of IFRS X. The
survey aims to gather information on how IFRS X’s application is likely to affect these entities, and the survey results will be part of the evidence considered by

EFRAG in its potential endorsement advice on IFRS X. The results will also inform the endorsement activities.

2. Through this survey, EFRAG aims to gain a better understanding in the following areas:

(a) Information on the regulatory agreements currently in place in sectors other than gas and electricity (such as water sector, motorways, railroad,
airport services, postal services etc.) including expected changes in future years.
(b)  Impact of IFRS X on the information reported in IFRS financial statements of entities in these sectors.

3. Relatedly, in Q1 2025, EFRAG conducted another survey targeted at preparers focused on the practicability of the expected requirements (based on IASB’s
tentative decisions) of IFRS X, and a preliminary cost-benefit assessment of these requirements. The feedback (see preliminary analysis) obtained largely came
from the energy sector.

Background

4. In July 2024, the IASB completed its redeliberations of the proposals in the Exposure Draft Regulatory Assets and Regulatory Liabilities and, as noted, a

final Standard (IFRS X) is expected to be published in the Q2 2026. IFRS X will allow rate-regulated entities to recognise their enforceable present rights and
enforceable present obligations arising from the regulatory agreement and subject to certain conditions as regulatory assets and regulatory liabilities in their

statement of financial position and any changes related to them in the statement of financial performance.
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5. Individual responses to this survey will be treated with the strictest confidentiality and will only be accessible to the EFRAG project team. Completed surveys

will not be posted on the EFRAG website and reporting of the survey findings will only be done in summarised and anonymised format.
Survey instructions

6. The survey consists of general questions (Questions 1-6) and specific questions (Questions 7—16) on the regulatory agreement and impact of IFRS X on the
financial statements. Please select the answer of your choice or mark the survey scale (when provided) and include comments in the boxes provided where

needed.

7. If your entity is subject to different regulatory schemes (for example, because it operates in more than one industry or jurisdiction), you need not complete the
survey for every regulatory scheme. Please respond by considering your most significant regulatory scheme. If you choose to respond for more than one

regulatory scheme, please complete one survey for each regulatory scheme.

8. If you have any questions about completing the survey, please contact Ioana Kiss (ioana.kiss@efrag.org) or Silvia Persichetti (spersichetti@fondazioneoic.eu).

Kindly send your completed survey by 31 March 2026.

9. Thank you very much for completing this survey.
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GENERAL (QUESTIONS 1-6)

The information below provides context for Question 2.

IFRS X will affect entities that have regulatory assets and regulatory liabilities in the scope of the Standard. The effects of IFRS X on entities’ financial statements are
likely to be more significant for entities that currently do not recognise regulatory balances compared to entities that currently recognise regulatory balances.!

Entities that currently recognise regulatory balances are:

(a) entities that have developed accounting policies for the recognition of regulatory balances in accordance with IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors; or

(b) entities that have not yet adopted IFRS Accounting Standards and that recognise regulatory balances applying local generally accepted accounting principles
(GAAP).

Entities that currently do not recognise regulatory balances are:

(a) entities that did not develop accounting policies in accordance with IAS 8 to recognise regulatory balances; or
(b) entities that have not yet adopted IFRS Accounting Standards and do not recognise regulatory balances applying local GAAP.

General Questions Response

Ql. Please specify:

(a) name of the entity;

(b) industry and jurisdiction where the
entity operates

(c) the name of the regulatory
authority or body

(d) Email address

" In this survey, regulatory balances refer to the effects of rate regulation that an entity currently recognises that may or may not meet the definitions of a regulatory asset and a regulatory
liability in IFRS X.
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General Questions

Response

Q2. Does your entity currently apply IFRS
Accounting Standards? If not, please
specify what is the applicable local
GAAP used for financial reporting.

Please select from the following options:

1) Yes
2) No — please specify what is the applicable local GAAP

Q3 If you use IFRS Accounting Standards
for financial reporting, does your entity
apply IFRIC 12 Service Concession
Arrangements to account for regulatory
rights and obligations arising from the
regulatory agreement?

Please select from the following options:

1) No
2) Yes

If you answered ‘Yes’ in question Q3, please specify which model under IFRIC 12 do you apply:

1) the intangible asset model - the operator has the right to charge for access to the service that it supplies;

2) the financial asset model - the operator has a contractual right to receive cash or another financial asset
from or at the discretion of the grantor;

3) ahybrid model containing elements of both. Please explain.

Please also fill out the table below using information from your latest annual financial statements:

Item Amount

Please fill in: [date of latest annual financial statements) [currency and unit|

Intangible asset related to the regulated activity

Financial receivable related to the regulated activity

Total assets (Please include regulatory balances, if not already)

Financial liability related to the regulated activity

Total liabilities (Please include regulatory balances, if not already)
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General Questions

Response

Revenue from operations subject to rate regulation

Income or expense from regulatory balances in profit or loss

Income or expense from regulatory balances in other comprehensive income

Estimated regulatory balances which have not been recognised under IFRIC 12

e regulatory assets

e regulatory liabilities

Q4. Does your entity currently recognise
regulatory balances under any
accounting framework?

Please answer the question by selecting the following:
1) No

2) Yes, applying IAS 8

3) Yes, using local GAAP
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General Questions

Response

If you answered ‘Yes’ in question Q4(a), please fill out the table below using information from your latest annual

financial statements.

Item

Please fill in: [date of latest annual financial statements]

Amount

[currency and unit|

Regulatory balances in debit position

Total assets (please include regulatory balances in debit position, if not already)

Regulatory balances in credit position

Total liabilities (please include regulatory balances in credit position, if not already)

Revenue from operations subject to rate regulation

Income or expense from regulatory balances in profit or loss

Income or expense from regulatory balances in other comprehensive income

Qs. Does your entity have any additional
regulatory balances which remain
unrecognised under your current
accounting framework?

Please select from the following options:

1) No
2) Yes

If the answer in Q5 is ‘Yes’, please specify the related amounts using information from your latest annual financial

statements.

Q6. Would you be available for a follow-up
discussion on your answers with the
EFRAG Secretariat? If yes, please
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General Questions Response

provide your contact details. Thank
you.

TOPIC 1 —INFORMATION ON THE REGULATORY AGREEMENT

The information below helps you answer Questions 7—13.

The ‘Information on the regulatory agreement’ provides the EFRAG Secretariat context about your regulatory agreement and helps to understand your responses.

Regulatory agreements determine the regulated rates that entities are entitled to charge by considering compensation for a variety of items. An entity would need to
understand the regulatory methodology for determining the compensation for each item to assess whether differences in timing arise.

Regulatory Capital Base (“RCB”) is composed of investments in assets and other items that a regulatory agreement entitles an entity to recover by adding an
amount for regulatory depreciation in determining a regulated rate to be charged to customers for goods or services supplied to them.

Regulatory depreciation is the systematic allocation of an amount of the RCB to be added in determining a regulated rate.

Questions—Topic 1 Response

Q7. Determination of the regulatory rate | (a) What is the principal feature of the rate-setting regulatory scheme that is applicable for your company?

Page 7 of 13



Questions—Topic 1

Response

1) Cost-based (i.e., costs, costs plus a regulatory return on the regulatory capital base (RCB))

2) Incentive-based (i.e., it is based on other features, for instance, the benchmark costs of the industry or
industry averages, a totex approach)

3) Other (e.g. revenue based or hybrid schemes where different proportions of the regulatory rate can
based on the entity’s costs and the industry benchmark costs, any other type of scheme that is neither cost-
based nor incentive-based)

If rate-setting is determined based on a regulatory scheme with incentive-based features, please elaborate on
the distinguishing features of the regulatory scheme (e.g., whether or not it is a Totex approach where Totex-
Opex and Capex- is adjusted for efficiency and productivity targets; whether a percentage of the totex is
capitalised in the RCB (slow money) and the non-capitalised part of totex is recovered in the year which it is
allowed (fast money)

If you have selected other, please elaborate on the distinguishing features of how the regulatory rate is

determined
(b) Please explain whether a) the regulatory agreement determines the regulated rate or tariff to be charged to
customers for the provision of goods or services; or b) the regulatory agreement only establishes some caps
and floors and the entity has discretion in determining the rates or tariffs charged to customers.
Q8. Time lag between incurring a cost 1) 1 year

and including it in the rate

If applicable, please indicate how long
is generally the recovery period
between incurring a cost and including
it in the regulated rate?

2) between 2 and 3 years

3) more than 3 years

4) other — please explain

QO. RCB composition

Could you please describe the
composition of your RCB? (e.g. the
operating assets, assets not yet available
for use, inflation adjustments...)
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Questions—Topic 1

Response

Q10. Composition of the regulatory return | 1) equity component
on RCB 2) debt component
Could you please select the composition 3) inflation component
of the regulatory return on your RCB
(more than one answer is allowed)? 4) other (please explain)
QI11. Inflation adjustment 1) the RCB is adjusted for inflation purposes
Please indicate how inflation is 2) inflation is considered through the regulatory return (nominal interest rate)
considered in your regulatory 3) other (please explain)
agreement?
QI12. Regulatory period 1) less than 5 years
How long is the regulatory period 2) between 5 and 10 years
- o
(price-control period)? For exa‘rnple, 3) more than 10 years
every 5 years the regulator revises the
regulatory rate charged to customers. 4) undefined
Q13. Regulator In your jurisdiction, what is the authority determining and/or approving the regulated rate to be charged to

A body that is required by law or
regulation to apply a regulatory
agreement to determine a regulated rate
or a range for the regulated rate

customers:

1) Local authorities

2) Independent regulatory body
3) Governmental agency

4) Other

If answer in Q13 is ‘Other’, please explain:
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TOPIC 2— IMPACT ON THE INFORMATION REPORTED IN IFRS FINANCIAL STATEMENTS

The information below helps you answer Questions 14-16.

A regulatory agreement is a set of enforceable rights and obligations that determine a regulated rate to be applied in contracts with customers. A regulatory asset or
regulatory liability can exist only if:

(a) an entity is party to a regulatory agreement;

(b)  the regulatory agreement determines the regulated rate the entity charges for the goods or services it supplies to customers; and

(c)  all or part of the total allowed compensation for goods or services supplied in one period is charged to customers through the regulated rates for goods or
services supplied in a different period. That is, the way in which the regulated rates are determined gives rise to differences in timing.

In addition, for a regulatory asset or regulatory liability to exist, there needs to be a regulator—a body that is empowered by law or regulation to determine the
regulated rate or range of regulated rates.

Differences in timing arise when the amount of revenue recognised in a period:

(a)  does not include all or part of the total allowed compensation for the goods or services supplied in that period, because all or part of that total allowed
compensation was already included in revenue in the past, or will be included in revenue in the future; or
(b)  includes amounts that provide all or part of the total allowed compensation for goods or services supplied in a different period (past or future).

Types of differences in timing:

(a) Volume variances—some regulatory agreements allow an entity to transfer demand risk to customers by allowing the entity to recover the allowed revenue to
which it is entitled for a specific period.

(b) Allowable expenses or chargeable income—some regulatory agreements provide entities compensation (oblige entities to deduct an amount) for input costs,
pension costs, provisions, income taxes, operating expenditures incurred due to unusual events etc.

(c) Performance incentives—some regulatory agreements provide entities with bonuses (penalties) if a particular performance target is met (not met).

(d) Regulatory returns on assets not yet available for use—some regulatory agreements provide entities with a return that includes both debt and equity returns or a
return that includes only debt returns.

(e) Regulatory depreciation of the RCB—generally regulatory agreements provide entities with compensation for the regulatory depreciation of their RCB.

IFRS X adopts the principle that an entity should reflect the total allowed compensation for goods or services supplied as part of its reported financial performance for
the period in which those goods or services are supplied. Total allowed compensation is the full amount of compensation for goods or services supplied that a
regulatory agreement entitles an entity to charge customers through the regulated rates, in either the period when the entity supplies those goods or services or a
different period.
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To apply that principle, an entity shall recognise:

(a) regulatory income to depict part or all of the total allowed compensation for goods or services supplied in the current period that was included in revenue in
past periods, or will be included in revenue in future periods;

(b) regulatory expense to depict an amount included in revenue in the current period that provides part or all of the total allowed compensation for goods or
services that were supplied in past periods, or will be supplied in future periods;

() a regulatory asset to depict the entity’s enforceable present right to add an amount in determining the regulated rate to be charged to customers in future
periods because part or all of the total allowed compensation for goods or services already supplied will be included in revenue in the future; and

(d) a regulatory liability to depict the entity’s enforceable present obligation to deduct an amount in determining the regulated rate to be charged to customers in
future periods because the revenue already recognised includes an amount that will provide part or all of the total allowed compensation for goods or services to be
supplied in the future.
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Questions—Topic 2

Response

Ql4. Significance of regulatory assets and Consider your latest annual IFRS financial statements when providing the estimates below. These estimates can be
regulatory liabilities provided using an estimated percentage range.
Overall, how significant do you expect Item Percentage
the effect of regulatory assets and
regulatory liabilities to be to your -
entity’s IFRS financial statements? To Total recognised regulatory assets as a percentage of total assets (total assets should
answer this question, please complete include recognised regulatory assets)
the table in the right column. Total recognised regulatory liabilities as a percentage of total liabilities (total liabilities
should include recognised regulatory liabilities)
Q15. Significance of regulatory income and | Consider your latest annual IFRS financial statements when providing the estimate below. The estimate can be

expense

Overall, how significant do you expect
the effect of regulatory income
(regulatory expense) to be to your
entity’s IFRS financial statements? To
answer this question, please complete
the table in the right column.

provided using an estimated percentage range.

Item

Percentage

Regulatory income (regulatory expense) in profit or loss as a percentage of revenue from
operations subject to rate regulation
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Questions—Topic 2

Response

Ql6. Differences in timing

Please indicate the types of differences
in timing arising under your regulatory
agreement by answering questions (a)
and (b) in the right column.

When answering questions (a) and (b),
please include:

(1) differences in timing that will be
recognised as a regulatory asset or
a regulatory liability applying
IFRS X; and

(i1) differences in timing that will not
be recognised as a regulatory asset
or a regulatory liability because
applying IFRS X an entity will not
be able to track those differences in
timing by amount and reporting
period.

(a) Does your regulatory agreement give rise to differences in timing for the following items:

Items

Yes or No

(1) Volume variances

Please select

(il)) Allowable expenses or chargeable income

Please select

(iii)) Performance incentives

Please select

(iv) Regulatory returns on assets not yet available for use

Please select

(v) Regulatory depreciation of the regulatory capital base (RCB)

Please select

(vi) Items added to an entity’s RCB:

Allowable expenses
Performance incentives
Inflation adjustment

Other items (please specify)

Please select
Please select
Please select
Please select

(b) Does your regulatory agreement give rise to differences in timing not captured in Q16(a)? If so, please
describe those differences in timing.
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