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This paper provides the technical advice from EFRAG FR TEG to the EFRAG FRB, following EFRAG FR TEG’s public 

discussion. The paper does not represent the official views of EFRAG or any individual member of the EFRAG FRB. 

This paper is made available to enable the public to follow the EFRAG’s due process. Tentative decisions are reported 

in EFRAG Update. EFRAG positions as approved by the EFRAG FRB are published as comment letters, discussion or 

position papers or in any other form considered appropriate in the circumstances. 

 IFRS 19 Subsidiaries without Public Accountability: Disclosures 

Cover Note 

Objective 

1 The objective of this session is to obtain the views of EFRAG FRB on:  

(a) the overall structure of the Draft Endorsement Advice of IFRS 19, proposed by the 

EFRAG Secretariat; 

(b) the overview of the results of Orbis research on the number of entities potentially 

impacted by the implementation of IFRS 19 in EU, performed by the EFRAG 

Secretariat. 

Endorsement advice request 

2 In September 2024, the EC submitted to EFRAG a request for endorsement advice on 

IFRS 19. The endorsement advice request included additional items, beyond the 

assessment of the endorsement criteria, including: 

(a) A more in-depth cost-benefit analysis of how high the potential savings would be 

and how many companies, i.e. number of companies, would be affected in total 

within the EU; 

(b) The outreach effects of the EU endorsement outside the EU; 

(c) A list of disclosure requirements that will remain, despite the endorsement of IFRS 

19, to be done by companies using the standard, where the EU Accounting Directive 

would apply in conjunction; and 

(d) An examination about whether a carve-out could be made in IFRS 19, or whether 

general information of companies about this would suffice.  

3 The EFRAG FRB has confirmed the endorsement advice work plan proposed by the EFRAG 

Secretariat in its meeting on 8 October 2024.  

https://www.efrag.org/system/files/sites/webpublishing/Project%20Documents/1903011545130489/The%20European%20Commission%20Letter%20to%20EFRAG%20requesting%20endorsement%20advice%20on%20IFRS%2019.pdf
https://www.efrag.org/system/files/sites/webpublishing/Project%20Documents/1903011545130489/The%20European%20Commission%20Letter%20to%20EFRAG%20requesting%20endorsement%20advice%20on%20IFRS%2019.pdf
https://www.efrag.org/system/files/sites/webpublishing/Meeting%20Documents/2401221352326640/09-01-SWPA%20-%20Cover%20note%20-%20EFRAG%20FRB%20and%20FR%20TEG%20joint%20meeting%2008-10-24.pdf


IFRS 19 Subsidiaries without Public Accountability: Disclosures – Cover Note 

EFRAG FRB meeting 27 March 2025 Paper 10-01, Page 2 of 7 
 

4 The endorsement request of the European Commission requires to make quantitative 

assessments wherever possible. While most of the benefits can be assessed on a qualitative 

basis, the number of entities eligible to apply IFRS 19 can be quantified.  

Proposed structure of the DEA 

5 The DEA contains: 

(a) Cover letter; 

(b) Appendix 1: Understanding the changes brought about by IFRS 19; 

(c) Appendix 2: EFRAG’s technical assessment of IFRS 19 against the endorsement 

criteria; 

(d) Appendix 3: Assessing whether IFRS 19 is conducive to the European public good. 

6 The main points the EFRAG Secretariat is planning to cover in each section and where to 

present the additional requests of the EC are presented below. 

Appendix 1: Understanding the changes brought about by IFRS 19 

7 To cover all educational areas in order to make the arguments in the other areas of the 

endorsement advice understandable. 

(a) To highlight that IFRS 19 is a voluntary, disclosure-only standard and that the 

recognition, measurement and presentation requirements of the other IFRS 

Accounting Standards remain unchanged; 

(b) To explain how it can be applied;  

(c) To list any transitional requirements including swapping from full IFRS or local GAAP 

over time; and  

(d) To highlight that in fact two scenarios exist: 

(i) entities already applying full IFRS might provide less disclosures; 

(ii) entities allowed to apply IFRS might consider switch from local GAAP to IFRS 

with reduced disclosures. 

8 To address high level interaction of IFRS 19 and Accounting Directive to set the scene.  

Appendix 2: EFRAG’s technical assessment of IFRS 19 against the endorsement criteria 

9 To highlight that IFRS 19 aims to simplify subsidiaries' financial reporting when the parent 

company applies IFRS Accounting Standards for consolidated financial statements while 

still being useful for the users of those type of financial information. 
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Relevance 

10 To refer to the principles used by the IASB to develop the disclosure requirements which 

ensure that useful and relevant information is provided to the particular group of the users 

of eligible subsidiaries’ financial statements. 

11 To note that feedback received from EFRAG suggested that the relevant user community 

interested in subsidiaries’ financial statements are typically credit analysts, who focus 

primarily on short-term cash flow information. 

12 To refer to feedback received from the user community on the relevance of information 

provided. 

13 To highlight that the scope is unlisted subsidiaries of the parents reporting under full IFRS 

Accounting Standards. 

14 To highlight scope exclusions – insurance industry or banking industry – for industries 

where a public interest exist. 

Reliability 

15 To highlight that IFRS 19 does not impact the measurement, recognition and presentation 

requirements which normally have the most impact on reliability. 

16 To note that all other requirements in IFRS Accounting Standards apply thus ensuring that 

information is reliable. 

17 As IFRS 19 includes all disclosure requirements it helps to be applied in a reliable way. 

Comparability 

18 Positive impact on comparability both between entities of the same group and also 

between eligible subsidiaries outside the group. 

19 Use of the same accounting framework within the group – improves comparability. 

20 Excluding financial institutions and insurance companies from the scope – negative impact 

on comparability between these entities. 

Understandability 

21 Users generally prefer and have more knowledge in analysing financial statements 

prepared under IFRS. Specifically underlying assumptions are of interest. 

22 The disclosure requirements were developed to address specific needs of the users of non-

listed subsidiaries, such as credit analysts, see also arguments in relevance section.  

23 While there is less information provided, the relevant information for such type of users 

should be focused on. The fact that users receive less but more relevant information, so 
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that detailed less important information does not obscure important information has a 

positive effect on understandability. 

Prudent accounting  

24 Prudence is not affected by the reduction in disclosure requirements, as measurement, 

recognition and presentation requirements remain the same. 

25 Requesting full disclosure requirements for the new IFRS Accounting Standards, such as for 

IFRS 17 could be viewed as a prudent approach. 

Early application of IFRS 19 

26 Address interaction with IFRS 18 early application and conclude that it does not lead to 

significant complications, specifically to mention IFRS 18 is expected to be endorsed in 

Europe before IFRS 19. 

True and fair view 

27 To conclude that IFRS 19 includes appropriate disclosures that are necessary to provide a 

complete and reliable depiction of an eligible subsidiary’s assets, liabilities, financial 

position and profit or loss. 

Carve-out 

28 To conclude that EFRAG does not recommend using it. 

Appendix 3: Assessing whether IFRS 19 is conducive to the European public good 

EFRAG’s evaluation of whether IFRS 19 is likely to improve the quality of financial 
reporting 

29 To mention the request for simplification from the preparer side including those from 

Europe. To highlight the potential impact on accounting systems. 

30 To include high-level comparison with the Accounting Directive, including proportionality 

effects (Briefings + proportionality effect paper). 

31 To address different definitions of public accountability vs PIE and thus covering scope in 

Europe. 

32 To note the reporting burden reduction provided by the standard and it pursues the same 

goal as the AD in this respect. 

EFRAG’s initial analysis of the costs and benefits of IFRS 19 

33 To mention how many entities might be potentially affected by the implementation of IFRS 

19 in EU (Orbis research). To highlight that the number of entities is an estimation, it is the 

only quantitative assessment related to costs and benefits, other parts of the assessment 

will be on a qualitative basis only. 
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34 To include the results of surveys and outreaches performed (based on the Outreach paper). 

To highlight the effects described in the IASB effect analysis and mention what could be 

confirmed and where there is any deviation. 

35 To note that costs and benefits will depend on jurisdiction’s regulatory environment and 

can differ between the countries. To take into account that current regulations may evolve. 

Costs for preparers 

Costs for users 

Benefits for preparers  

Benefits for users 

Conclusion 

36 To conclude that benefits outweigh the costs as the standard is voluntary and will be 

applied by entities who see the benefits in it.  

Effects on the European economy, including financial stability and economic growth (not 
in a standard DEA) 

37 Comparison with US GAAP if obtained. Can also briefly mention simplified reporting 

regimes in other countries (UK, New Zealand). 

Summary of the results of the EFRAG Secretariat research 

38 In its Endorsement Advice Request, the European Commission (‘EC’) has asked EFRAG to 

assess how many companies would be affected by IFRS 19 in total within the EU, as well as 

to assess the effect of the EU endorsement outside the EU (see paragraphs 2(a) and 2(b) of 

this agenda paper). 

39 To respond to this request, the EFRAG Secretariat has conducted desktop research, using 

Orbis Europe database, considering the: 

(a) scope of IFRS 19 and the definition of public accountability; and 

(b) use of IFRS Accounting Standards for the annual accounts and/or consolidated 

financial statements, both in the EU, as well as outside the EU. 

40 In relation to the application of IFRS Accounting Standards, the EFRAG Secretariat focused 

on jurisdictions that require the preparation of consolidated financial statements in 

accordance with IFRS, as well as require or permit the application of IFRS for annual 

financial statements: 

(a) In the EU: In accordance with Regulation (EC) No 1606/2002, listed parent entities 

are required to prepare their consolidated financial statements in accordance with 

IFRS Accounting Standards. Therefore, the EFRAG Secretariat considered listed 
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parent entities located in EU/EEA countries, as well as unlisted parent entities that 

use IFRS Accounting Standards as an accounting practice. In addition, the EFRAG 

Secretariat conducted searches with and without considering the options used by 

Member States on the use of IFRS for annual accounts; 

(b) Outside the EU: Given that the adoption of IFRS Accounting Standards varies across 

jurisdictions, the EFRAG Secretariat only considered parent entities of the European 

subsidiaries located in countries where the use of IFRS Accounting Standards is 

required for all entities and required or permitted for subsidiaries.   

41 The research, conducted in Orbis, according to the above methodology, provided the 

following results: 

Table 1: Total number of the subsidiaries potentially affected by IFRS 19 in EU  

Number of entities potentially affected by 

IFRS 19 implementation in EU 

Without 

considering MS 

options 

With considering 

MS options 

Number of EU/EEA subsidiaries with 

EU/EEA parent entity 
128,397 70,453 

Number of EU/EEA subsidiaries of non-

EU/EEA parent entity 
5,443 3,042 

Number of non-EU/EEA subsidiaries of 

EU/EEA parent entity 
18,186 18,186 

TOTAL subsidiaries which may be eligible 

to apply IFRS 19 
152,026 91,681 

EFRAG FR TEG feedback 

42 EFRAG FR TEG discussed the proposed DEA structure, including drafting of Appendix 1 of 

the DEA and the results of Orbis research at its meeting on 11 March 2025 and provided 

the following feedback: 

(a) Overall, EFRAG FR TEG agreed with the structure of the DEA and with the drafting of 

Appendix 1 as proposed by the EFRAG Secretariat. Members noted that the 

endorsement of IFRS 19 will be useful for several EU jurisdictions. 

(b) Majority of the EFRAG FR TEG members agreed to keep the comparison of IFRS 19 

with Accounting Directive in the Appendix 1, provided that the assessment itself goes 
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into Appendix 3. One EFRAG FR TEG member questioned whether this comparison 

would be better placed in Appendix 3. 

(c) EFRAG FR TEG agreed with an overall approach and results of the Orbis research 

regarding the number of entities potentially impacted by IFRS 19. However, they 

recommended to prepare a breakdown of the number of entities potentially affected 

by the Standard by country. This breakdown should not be presented in the DEA but 

used only internally. 

Questions to EFRAG FRB: 

43 Do you have any comments on the proposed DEA structure? 

44 Do you have any additional comments or suggestions on what should be 

addressed in the proposed sections? 

45 Do you agree to address the interaction of IFRS 19 with the Accounting Directive 

shortly in Appendix 1?  

46 Do you have any questions on the results of the Orbis research on the number of 

entities potentially impacted by IFRS 19? 

 


