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DISCLAIMER

This paper has been prepared by the EFRAG Secretariat for discussion at a public meeting of EFRAG FR TEG-CFSS. The paper
forms part of an early stage of the development of a potential EFRAG position. Consequently, the paper does not represent
the official views of EFRAG or any individual member of the EFRAG FRB or EFRAG FR TEG-CFSS.

The paper is made available to enable the public to follow the discussions in the meeting. Tentative decisions are made in
public and reported in the 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.
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Objective

* High-level project update

* In preparation for March ASAF session, to seek EFRAG FR TEG-CFSS’s views on
potential new disclosure requirements related to:

* Information about non-cash transactions — Section A
* Information about non-cash changes in specified assets and liabilities — Section B
* Information about changes in liabilities from financing activities — Section C
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Questions for EFRAG FR TEG-CFSS

Questions on Section A

1. Which of the alternatives for disclosures of information about non-cash transactions (slides
10-11) offers better context for such information-keeping in mind the way you think this
information would be accessed and used? In particular:

a) Does it result in useful information to show in the table illustrated on slide 10 the effect of
non-cash transactions alongside (in the context of) cash transactions?

b) Would it provide better context to the information if the table (slide 10) included all line
items and subtotals in the statement of cash flows, even if there were no related non-cash
transactions in some of those line items?

Questions on Section B

2. Does the reconciliation on slide 15 improve transparency and accessibility about the non-cash
changes in trade and other receivables, inventories and trade and other payables? Do you

think:
a) the population of assets and liabilities included in the columns in the table on slide 15
sufficiently represents the company’s operating assets or liabilities?

b) the population of non-cash changes included in the rows in the table on slide 15
sufficiently represents such changes? 19 March 2026 — EFRAG FR TEG -CFSS Meeting - www.efrag.org 4
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Questions for EFRAG FR TEG-CFSS (continued)

Do you think the information about non-cash changes in specified assets and liabilities (slide
15) would be better located in a single note supporting the statement of cash flows or located
in different notes, (e.g. the notes that support the line items in the balance sheet of trade and
other receivables, inventories and trade and other payables)?

Questions on Section C

4.

Do either of the possible disclosures of information about cash and non-cash changes in
liabilities from financing activities (slides 19-20) provide a better link between the disclosures
and the company’s balance sheet and statement of cash flows?

Do either of the possible disclosures in slides 19 and 20 make it easy to find the information?
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Project update WEFRAG

* |InJanuary 2026, the IASB added the SCF project to its standard-setting work plan — the expected
consultative document would be an exposure draft
* |ASB tentative decisions on the project so far:

* Disaggregation of cash flow information - to develop requirements strengthening the link between the
SCF and other cash flow information;

* Reporting of information about non-cash transactions — to develop requirements to specify content
and location about non-cash transactions, to specify types of non-cash changes that comprise working
capital, and to improve reconciliation of changes in financing liabilities requiring disclosure of cash
receipts, payments and related line items from the SCF;

* Transparency of information about cash flow measures - to extend the MPM requirements in IFRS 18
to apply to cash flow measures;

* Consistent application of IAS 7 requirements to classify cash flows as operating, investing or financing
- to explore requirements to improve consistent classification of cash flows specific to acquisitions,
derivatives, government grants and the general principle; and

* Consistent application of the definition of ‘cash equivalents’
* The IASB will also consider how these changes might apply to financial institutions
e ED expected in H2 2026
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Section A
Information about non-cash
transactions
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Background information

Non-cash transactions are investing and financing transactions that do not require
the use of cash or cash equivalents and that are excluded from the statement of cash
flows.

* Examples of such transactions include purchasing an asset by borrowing directly from the
seller or by issuing shares to the seller; by entering into a lease; the conversion of debt to
equity etc.

IASB tentative decision

* to develop potential requirements that would specify the content and location of
information an entity discloses about non-cash transactions

Current IAS 7 requirements

* |AS 7 requires companies to disclose all the relevant information about non-cash
transactions but isn’t specific about where and how the information is disclosed.
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Rationale for the proposed illustrative disclosures

* The objective is:
* To disclose information about non-cash transactions in a single location - Note A

* To include narrative descriptions of these transactions with cross-references to
additional information provided elsewhere in the financial statements

 To show the effect of non-cash transactions either:
* in the context of cash transactions - slide 8
* in the context of the notes about the applicable items —slide 9

e under both alternatives to present figures that sum the effect of cash and non-cash
transactions to show how amounts in the statement of cash flows would appear if
the non-cash transactions were treated as cash transactions
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lllustrative disclosures—Alternative 1

A. Non-cash transactions [POTENTIAL NEW NOTE]
Apart from changes in assets and liabilities due to business combinations, the group had the following non-cash
transactions that arise from its investing and financing activities:
The group reclassified CU800 of trade payables to borrowings due to the group's supplier finance arrangements.
Note X includes more information about these arrangements.
The group also acquired CU900 of property by means of leases. Note Y includes more information about right-of-
use assets.
The group expensed CUS0 from its equity-settled share-based payment arrangement. Note Z includes more
information the group's share-based payment arrangements.
The effect of these transactions can be illustrated as follows:

Cash Non-cash

Line items presented in the statement of cash flows transactions transactions Total
Cash flows from operating activities

Adjustments for non-cash items 150 -50 100
Decrease in trade and other payables (Note B) -1,740 -800 -2,540
Net cash from operating activities 1,650 -850 800
Cash flows from investing activities

Purchase of property, plant and equipment (Note C) -350 -900 -1,250
Net cash used in investing activities -520 -900 -1,420
Cash flows from financing activities

Proceeds from issue of share capital 250 50 300
Proceeds from borrowings 250 1,700 1,950
Net cash used in financing activities -1,060 1,750 690
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lllustrative disclosures—Alternative 2

A. Non-cash transactions [POTENTIAL NEW NOTE]
Apart from changes in assets and liabilities due to business combinations, the group had the following non-cash
transactions that arise from its investing and financing activities:

The group reclassified CU800 of trade payables to borrowings due to the group's supplier finance arrangements.
Note B includes more information about these arrangements.
The group also acquired CU900 of property by means of leases. Note C includes more information about right-of-

use assets.

The group expensed CUS0 from its equity-settled share-based payment arrangement. Note Z includes more
information the group's share-based payment arrangements.

B. Changes in...trade and other payables
[EXTRACT FROM POTENTIAL NEW NOTE - see slide 15]

Increase / (decrease)

Change reported in the statement of cash flows -1,740
Change from non-cash transactions (Note A) -800
Change after non-cash transactions -2,540
Obtaining control of subsidiaries 100
Impairment -
Translation adjustments -180
Change reported in balance sheet -2.620

The group is party to a supplier finance arrangement that...
[Paragraph 44H of IAS 7]

C. Property, plant and equipment
[Paragraph 73(e) of IAS 16 and paragraph 53(a) of IFRS 16]

Owned Right-of-
plant use Total

property
Opening balance 350 350
Additions ¥ 350 900 1,250
Cash transactions 350 350
Non-cash transactions 900 900
Obtaining control of subsidiaries 650 650
Disposals -20 -20
Depreciation -98 -252 -350
648 1,880

Closing balance 1,232

(W EFRAG
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Section B
Information about non-cash
changes in specified
assets and liabilities
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Background information

The specified non-cash changes in assets and liabilities are those in addition to
changes that result from non-cash transactions covered in Section A.

IASB tentative decision

* to develop potential requirements for an entity to disclose information about specified
types of non-cash changes for assets and liabilities that typically make up the
components of working capital

Current IFRS requirements

* There are specific or general requirements related to non-cash changes in assets and
liabilities that make up the components of working capital, however:

* the level of aggregation of the information might not be sufficiently detailed for users

e there is no IFRS requirement to cross-reference related information disclosed elsewhere in the financial
statements
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Rationale for the proposed illustrative disclosures

* Objective:

* To disclose a reconciliation from changes reported in the statement of cash flows to
the change in the carrying amounts in the balance sheet;

* To list specific non-cash changes;
* To allow for an unexplained difference (‘other’); and

* It is assumed that a note (or notes) containing the information on slide 8 (alternative
1) also exist

The illustrative disclosures in slide 14 aim to enable users to understand some

non-cash changes other than non-cash transactions in the assets and liabilities
related to:

e trade and other receivables;
* inventories; and
* trade and other payables
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Illustrative disclosures

B. Changes in trade and other receivables, inventories and trade and other payables
[POTENTIAL NEW NOTE]

Trade and Trade and
other other

Increase / (decrease) receivables Inventories payables
Change reported in the statement of cash flows 1,500 -1,050 -1,740
Non-cash transactions (Note A) -800
Obtaining control of subsidiaries 100 90 100
Impairment -10 -140 -
Translation adjustments 15 - -180
Other (unexplained differences) - 10 -
Change reported in the statement of financial position 1,605 -1,090 -2,620

The group is party to a supplier finance arrangement that...
[Paragraph 44H of IAS 7]
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Section C
Information about
changes in liabilities from
financing activities
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Background information

IASB tentative decision

* to develop potential requirements that would require an entity to disclose cash receipts, cash
payments and related line items in the statement of cash flows as part of the reconciliation of
changes in liabilities arising from financing activities

* NOT to define ‘net debt’ or develop alternatives to a statement of cash flows
Current IAS 7 requirements

* |AS 7 requires companies to disclose information about changes in liabilities arising from
financing activities, including both changes from cash flows and non-cash changes (i.e., in a
reconciliation table)

Current disclosure practice:

 disclosing a reconciliation between the opening and closing balances in the statement of financial
position for liabilities arising from financing activities

 disclosing the reconciliation by type of liability
* including in the reconciliation changes in cash and cash equivalents (on a voluntary basis)
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Rationale for the proposed illustrative disclosures

* Objective:
* To show information about cash and non-cash changes in these liabilities either:
 in a reconciliation of the opening to closing balances (slide 19); or
* in a reconciliation from cash flows from operating activities to the change in these
liabilities (slide 20); and
e To incorporate information about changes in cash and cash equivalents as reported

in the statement of cash flows to improve the linkage between the disclosure and
the statement of cash flows

e The illustrative disclosures in slides 19 and 20 aim to provide better
understanding of the link between the disclosure of information about changes in
liabilities from financing activities and cash receipts and cash payments in the
statement of cash flows
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lllustrative disclosures—Alternative 1

Reconciliation of liabilities arising from financing activities

(W EFRAG

Lease Total Cash and Net
Borrowings liabilities liabilities cash eqv. liabilities
Opening balance 1,140 1,140 -120 1,020
Cash flows from operating activities -1,650 -1,650
Cash flows from investing activities 520 520
Cash flows from financing activities, which consist of: 250 -90 160 790 950
Proceeds from borrowings 250 250 -250 0
Payment of lease liabilities -90 -90 a0 0
Proceeds from issue of share capital -250 -250
Dividends paid 1,200 1,200
Adjustment for cost of net liabilties 35 5 40 270 310
Assumed as part of business combinations (Note X) 290 290 290
Non-cash transactions (Note Y) 10 900 910 910
Closing balance 1,725 815 2,540 -190 2,350
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lllustrative disclosures—Alternative 2

Reconciliation of liabilities arising from financing activities

Current liabilities

Borrowings

Lease liabilities

Non-current liabilities

Borrowings

Lease liabilities

Liabilities from financing activities

Cash and cash equivalents

Liabilities from financing activities after cash and cash equivalents

Cash inflow from operating activities

Cash outflow from investing activities

Cash flows before financing activities

Proceeds from issue of share capital

Dividends paid

Cash flows before non-cash changes in liabilities from financing activities
Adjustment for cost of liabilities after cash and cash equivalents

Liabilities assumed as part of business combinations (Note X)

Effect of non-cash transactions on liabilities (Note Y)

Change in liabilities from financing activities after cash and cash equivalents

20X2

185
160

1,540
655

20x1

100

1,040

2,540
190

1,140
120

2,350

20X2
1,660
-520

1,130

250

-1,200

180
-310
-290
-910

-1,330

1,020
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EFRAG is co-funded by the European Union through
the Single Market Programme in which the EEA-EFTA
countries (Norway, Iceland and Liechtenstein), as well
as Kosovo participate. Any views and opinions
expressed are however those of the presenter only
and do not necessarily reflect those of the European
Union, the European Commission or of countries that
participate in the Single Market Programme. Neither
the European Union, the European Commission nor
countries participating in the Single market
Programme can be held responsible for them.
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