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(W EFRAG
IFRS 20 ENDORSEMENT ACTIVITIES - TIMELINE

IFRS 20 published Eelesitol; et EFRAG DEA to be
P o] e blehed Comment period of EFRAG FEA to be

27 May 2026, EC endorsement issues (including effective 3 months published June-July

request expected in Q3 2026 date)ér?jﬁ;gg;%e' Q Jan-Mar 2027 2027

The above timeline is premised on allowing the early application of IFRS 20 (i.e., from 1 Jan 2028). Its
realisation is subject to the EC process.
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(W EFRAG
IFRS 20 INITIAL ENDORSEMENT ACTIVITIES — FURTHER DETAILS

* ARC meeting-June 2026
* Educational sessions- EFRAG RRAWG, FRTEG, and FRB- July 2026

« EFRAG RRAWG, FRTEG, and FRB discussion and agreement on endorsement issues
(Appendix 2 and Appendix 3)- September 2026 to February 2027

« Organise stakeholder educational/outreach webinars
» Preparer and auditors - H2 2026
* Users-H2 2026

« Targeted outreach to assess the endorsement criteria (September 2026 to February
2027)

» Follow-up interviews with preparers on key issues/areas that need deeper analysis (e.g., Direct/no direct
relationship, capitalisation of borrowing costs, other issues identified)

* Interviews with specialist users and regulators (assess benefits including impact on regulatory regimes)
» Other advisory groups: EFRAG CFSS, Academic Panel
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Overview of IASB effects analysis vs EFRAG preparatory work

Activity

IASB effects analysis

EFRAG preparatory endorsement work

Outreach to preparers on the direct/ no
direct relationship
(2024)

Survey with 48 responses from 39
companies across 16 jurisdictions

EFRAG obtained responses from 23 EU
companies from 8 jurisdictions. These
companies had responded to the IASB
survey

EFRAG met 8 companies in 3 jurisdictions,
4 NSS, and the TSO body representatives

Preliminary assessment of practicability
and cost-benefit of IFRS 20
(2025-2026)

Survey with 34 responses from 30
companies across 22 jurisdictions

EFRAG conducted two surveys with
responses from 28 energy sector
companies and 13 non-energy sector
companies.

EFRAG & OIC staff jointly held follow-up
interviews with 12 companies (February to
April 2026)

EFRAG & OIC staff reviewed regulatory
regimes across selected member states
and reviewed some of the financial
statements of RRA entities

(W EFRAG
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FOCUS POINTS DURING EFRAG’s SURVEY AND FOLLOW-UP INTERVIEWS 5 erracG

- Recognition constraint (Direct/no direct relationship)

- Unit of account

- Inflation treatment (Real approach) - not recognising regulatory assets (liabilities) for
inflation-adjusted RCB

- Regulatory returns (capitalisation of borrowing costs for assets not yet in use)
- Transition (double counting of future regulatory cash flows on acquisition)

- Preliminary expected costs and benefits, financial statements impacts
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AREAS OF CONCERN AFFIRMED DURING RRAWG MEETING

IFRS 20 REQUIREMENTS

(W EFRAG

PRELIMINARY VIEW

Recognition constraint related to differences in timing arising from regulatory
depreciation (Direct/no direct relationship)

Need for deeper analysis
e Some preparers hadn’t fully considered the sweep issues decisions to focus on the
ability to track. Several preparers are yet to conclude where they fall in the
direct/no direct relationship categorisation
e Need to assess the effect of changing regulatory regimes in some jurisdictions
(Ttaly, Netherlands, Germany)
e Rebuttable presumption of no direct relationship may lead to prudence concerns

Capitalisation of borrowing costs — regulatory returns related to assets not yet in
use (applies only to those in direct relationship)

Need for deeper exploration
. Complexity of requirements: Queries received during outreach are indicative of the
complexity/lack of clarity of requirements.

Transition (double counting of RA future cash flows — already factored in
goodwill and other asset valuation)

Mixed views held on the need for deeper exploration

. Arguments against deeper analysis: Not a concern for RRAWG and interviewed
preparers. Consistent with the treatment of other new IFRS Accounting Standards

. Arguments for deeper analysis: recent mergers may result in significant effects
distorting the representation of financial position and financial performance

Effective date

e Consistent with feedback from companies, most of the RRAWG members supported
deferral of effective date as an endorsement consideration.

e Members have underscored that any deferral should not impact on the pacing and
timing of EFRAG’s final endorsement advice, which is expected to ready to allow
early adoption (1 January 2028)

A comprehensive assessment of key issues will be done during EFRAG RRAWG, FR

TEG, and FRB meetings to be held in H2 2026
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EFFECTIVE DATE OUTREACH

« EFRAG has received feedback from 23 companies, which are spread across nine EEA
jurisdictions (Cyprus, France, Germany, Italy, Lithuania, Netherlands, Norway,
Poland, and Spain). Feedback from Denmark indicates companie

REASONS FOR REQUESTING DEFERRAL

- Training needs
- Time needed for scope assessment
(IFRIC 12 vs IFRS 20, eligibility of JVs
and Associates)
- Changing and idiosyncratic regulatory
features (e.g. clawback mechanisms)
need assessment

(W EFRAG

Feedback on effective date

52%

- Multi-jurisdictional operations
- More time needed to ready IT
systems and processes
- Impact on taxation and separate
financial statements
- Sweep decisions change eligibility
= Againstdeferral - Early adoption still possible

m Unqualified call for deferral

Conditional support or indifferent about deferral
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CONSIDERATIONS: WHETHER TO HAVE AN ECONOMIC STUDY?-1/2 W EFRAG

ECONOMIC STUDY CONSIDERATIONS EFRAG SECRETARIAT COMMENTS AND PRELIMINARY VIEW
Do the EFRAG surveys, outreach interviews, and potential follow up There is a need to build on the initial evidence gathered from preparers on
interviews on the identified areas of concerns and preparer costs and certain areas (direct/no direct relationship, transition requirements, cost-

benefits, provide sufficient evidence to guide the endorsement decisions?  benefit). An effective engagement with preparers and users requires a good

understanding of the highly complex IFRS 20 requirements. Hence, EFRAG staff
Does EFRAG have the capacity/resources to gather evidence on the (in collaboration RRAWG, ETSQs, CFSS) are likely better placed than economic
benefits of IFRS 20 for investors? consultants to gather the additional evidence from preparers.

EFRAG staff will need to do some groundwork to identify and access
specialist and generalist users who can give feedback on the potential benefits
of IFRS 20. Outreach to users is usually done by EFRAG staff for all IFRS

requirements.
What aspects of the endorsement criteria may need the expertise of Though they are significant economic actors, only a limited number of
economic consultants? An assessment of the following could be done by companies are likely to be in the scope of IFRS 20. Unlike financial
external economic consultants institutions, there is unlikely to be systemic risk or threats to financial stability
e Capital market consequences (capital allocation, cost of equity and posed by the accounting approach of RRA entities. Hence, it may be less critical
debt/bonds, market capitalisation, liquidity of RRA entities) to establish system-wide micro and macro-economic consequences for this
e Effects on financial stability/systemic risk standard.
o Competitiveness of RRA entities
e Other second-order indirect effects: Potential enhancement of Transparency on RA and RL will improve information quality and not create
regulatory regimes and product/service pricing, effect on tax adverse economic/behavioural consequences. That said, it is acknowledged that,
obligations, covenants, dividend distribution as a result of better IFRS in's'ome jurisdi'ctions, there have been c:'o!lapses/failed delivery l:)y some of the
reported information. Data to analyse the interaction between [FRS utility companies despite payment of leld_endS{ based on ﬁnanm.al resulj[s. The
20 and regulatory regime can be obtained via EFRAG Secretariat’s extenF to which IFRS 20 will lessen such situations could be an interesting
outreach to regulators. Data on impact on covenants obtained from question.
survey

Though insightful on quantitative effects, given the tight timeframe and
expectations of relatively limited broader economic consequences, an economic
study may be costly and disproportionate. Qualitative evidence from outreach
conducted by EFRAG may suffice.
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CONSIDERATIONS: WHETHER TO HAVE AN ECONOMIC STUDY?- 2/2 W EFRAG

ECONOMIC STUDY CONSIDERATIONS
Benchmarks: Comparative economic consultant reports

Impact on endorsement timeline

EFRAG SECRETARIAT COMMENTS

e EFRAG IFRS 17 (Necessary because of
competitiveness concerns)

e EFRAG IFRS 16 (Necessary because of widespread
balance sheet effects)

e Not done for IFRS 18 and 19 as these were only
presentation and disclosure requirements

e UKEB'’s economic study was, in part, done due to the

quantify this exclusion. This concern is lessened by
IFRS 20’s focus on the ability to track.

If an economic consultant 1s hired, the final endorsement is
unlikely to be finalised in 2027

EFRAG FR TEG and FRB meeting - 16 June 2026 9



(W EFRAG
OTHER POINTS OF NOTE— IASB IMPLEMENTATION SUPPORT

 |ASB will discuss its implementation support workplan at the July 2026 ASAF meeting.
Some highlights are

 Early post-publication: Targeted outreach events, webcasts on specific sections of IFRS 20,
Conferences (IFRS conference, WSS)

« Mid post-publication: Targeted outreach events; conferences; if necessary, consider developing
additional materials and/or refer issues to IFRIC

 Late post-publication: No specific activities planned, and the IASB will remain responsive if issues
emerge

« Around effective date (Q1 2029): Focus on users’education on the Standard

 Atits May meeting, the IASB ruled out a TRG as it considers IFRS 20 to be of low
complexity, supplemental to IFRS Accounting requirements, that the diverse regulatory
regimes limit the benefits of a TRG, and that implementation questions can be

addressed by the IFRIC.

« Several RRAWG members disagreed with the characterisation of IFRS 20 as a low-

complexity Standard. A further discussion on the pros and é;QAegRq;g‘an],EﬁQmé@/tug ogceunat
the July RRAWG meeting.
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(W EFRAG
QUESTIONS FOR EFRAG FR TEG AND FRB members

Q1. s the feedback shown in slide 7 and the support from EFRAG RRAWG sufficient to justify
incorporating within the endorsement advice a deferral of the effective date to 1 January 20307

Q2. Do you agree or disagree with the analysis in slides 8 and 9, which indicates an economic
study may not be necessary?

Q3. Is there a need to investigate whether there is a level playing field? If so, with whom? Should
it be with the US and Canada, where cost-based schemes prevail, and where accounting for
regulatory assets (liabilities) under US GAAP (US, Canada) and IFRS 14 (Canada) is established?

Q4. Do you have any preliminary expectations/views on the IASB’s implementation support
outlined in slide 107
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