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Do you support the current accounting treatment for goodwill?

<
X

Yes (annual impairment test)

Yes, but more disclosures on performance of acquired business is needed
No, amortization of goodwill should be reintroduced

No particular preference

Undecided

moow»
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-6600ack 0n amortisation or goodwil
T

AMORTISATION OF GOODWILL? Users - Most in Canada, Japan and continental
Europe preferred amortisation
- Most in Australia, UK, US preferred

Undecided . .
26% Impairment
Preparers and - Most preparers and many standard-
standard setters setters suggested reintroducing
amortisation
Yes
53%
Others (accounting — Did not offer a view or indicated mixed
firms, regulators etc.) views within their organisations
No
21%

Source: IASB September 2021 Staff agenda paper 18B
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https://www.ifrs.org/content/dam/ifrs/meetings/2021/july/iasb-fasb/ap18b-business-combinations-disclosures-goodwill-and-impairment.pdf

00CWI and Impairment IASB Project

Comment letter by respondent type

Usergroup, 8
Academics, 14

\ Accounting

body, 23

< Accounting firm, 11

User, 2

Regulator, 6 V

el \\ Auditor group, 1
24 N

Consultancy, 4

Preparer, 23

= General themes from feedback:

Governmentor
Policymaker, 1

Comment letter by region

Africa, 8

Unknown, 1 US and

Oceania, 11 g Canada, 17
- Asia, 31 Soure: IASB staff
A “‘- | paper July 2021
' ‘ ' meeting
International, 16

= Goodwill amortisation — respondents’ views remain mixed.

= Shift in views from previous feedback on whether useful life for goodwill can be reliably estimated
= Convergence with US GAAP is desirable but their view did not depend on the US FASB’s decision
= Most did not support relief from the annual quantitative impairment test

= Mixed views on disclosures to assess subsequent performance of business combinations
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RECAD Of Proposals 1or primary financial Staements Project

Proposals - Management
Performance Measures (MPMS)

Board proposals—subtotals and categories

Revenue 347 000

Other income 3,800 - .

Changes in inventories of finished goods and work in progress 3,000 DlS.C|OSU|'e In the notes Of SUthtaIS
Raw materials used (146,000) of income and expenses that
Employee benefits (107,000) . .

Depreciation (37,000) - Are used_ In PUbI'C _

Amortisation (12,500) communications outside
Professional fees and other expenses (10,030) financial statements

Share of profit or loss of integral associates and joint ventures (600) Integral associates Complement totals or subtotals

and joint ventures

specified by IFRS standards

Communicate management’s
view of an aspect of an entity’s
financial performance

Share of profit or loss of non-integral associates and joint ventures 3,380 .
- _ Investing
Dividend income 3,550
Expenses from financing activities (3,800) . .
. ) R - Financing
Unwinding of discount on pension liabilities and provisions (3,000)

Accompanied by disclosures in a

Profit before tax 40,800 . | te t h
Income tax (7,200) B Singie note to ennance
Profit for the year 33,600 I FRS transparency
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JECISIonS/feedback to date on primary financlal Statements

Income statement Definition of operating profit as a default category includes main business
activities and volatile/unusual items

Requirement for operating profit or loss subtotal

Default category for gains/losses from derivatives and hedging instruments
changed from investing to operating

Addition of undue cost or effort as a relief for FX classification

Management Disclosure of MPMs in financial statements required
performance measures

Scope to include subtotal of income and expense used in a ratio if that
subtotal meets definition of MPM

Statement of cash flows Interest and dividends paid classified as financing, dividends received
classified as investing

Integral vs non-integral Lack of support from stakeholders

associates/JVs Both preparers and users generally disagreed with proposals
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ASB roposes New accounting modet Tor rate regulated activiies

Regulatory agreement sets out

Timing of when the entity can charge

Amount entity can charge customers for
providing goods/services

customers

Current period Future period

Regulatory assets and
regulatory liabilities arising
from timing differences

ED’s concept of total allowed
compensation
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KBy Concems on rate-reguiated assets and lailties proposals

: We do not agree that returns on a balance relating to “assets not yet available for use” should be
SUECERTUROB RO YECEURY o) |uded from total allowed compensation (Question 3(a)\ii)); We also have concerns with respect to

Electricity Association the proposed transition time, and request to extend this period or to be allowed to use a modified
retrospective approach (Question 10(a)).

Assessing enforceability may be straightforward in “mature” legal environments, i.e., when the
regulatory agreement specifies detailed provisions. Such an assessment may be more challenging in

the context of service concession agreements in less mature environments, in particular when: xtracts from y

SUEZ highlights that an alternative cost deferral approach could have been chosen, in line with Suez

ASC980 Regulated Operations. This alternative approach would also take into account the timing
differences and allow for the recognition of relevant regulatory assets and regulatory liabilities.

Transpower supports discounting of regulatory assets and regulatory liabilities using the

same discounting approach.
Extracts from CL by

Uil 9@y (Newy Zesliae However, Transpower is of the view that both regulatory assets and regulatory liabilities
should be discounted by using the regulatory interest rate. The regulatory interest rate that
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How does IBOR reform affect your company?

A. Not at all

B. Amendments to floating rate debt instruments

C. Amendments to derivatives and floating rate debt instruments
D. 1do not know yet
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[Ne standard Setting response—IkRoS

A

Standards that were amended:

Phase 1: pre-IBOR replacement (Sep 2019) * IFRS 9 Financial Instruments

- stop-gap measure

IAS 39 Financial Instruments:
Recognition and Measurement
IFRS 7 Financial Instruments:
Disclosures

Phase 2: IBOR replacement (Aug 2020)

IFRS 4 Insurance Contracts
IFRS 16 Leases

- transition relief
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For LIBOR, the change is happening...—the question is just ‘which batch’ are you in?

LIBOR covers 5 currencies x 7 tenors = 35 ‘settings’

All rates (=7) for EUR & CHF

31 Dec

O/N, 1w, 2m & 12m for JPY & GBP 2021

1w & 2m for USD

1m, 3m & 6m for JPY ‘Synthetic basis’

31 Dec
2022

1m, 3m & 6m for GBP ‘Synthetic basis’

30 Jun
O/N & 12m for USD
2023
‘Synthetic
1m, 3m & 6m for USD ynin ,
basis
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RESOUICES

B3 FRS

ABOUT US  AROUND THE WORLD

Home Projects IFRS Foundation work plan

ISSUED STANDARDS ~ APPLYING THE STANDARDS ~ PROJECTS

IFRS Foundation work plan

ALL PROJECTS
SETTI

RESEARCH AND STANDARD- MAINTENANCE

Insights Industries

APPLICATION QUESTIONS

be
j©)

NEWS AND EVENTS ~ SERVICES

In developing new IFRS Standarc
problem to be solved and assess

The Board may then move a rese

The Board initiated these researc
priorities. The Board adds new p
completion.

IBOR reform

The International Accounting Standards Board (the Roardl rackled the rhancec in fwn nhases

e Phase 1 amended specific hedge accot

TAXONOMY STRATEGY AND GOVERNANCE
Services  Client Stories ~ Careers ~ Aboutus L Q
Insights Industries Services Client Stories Careers About us 2 Q

o Phase 2 addressed potential financial 1

Our materials provide insights and guidance ol

IBOR reform - Phase 2 final
amendments issued

Targeted accounting relief to ease adoption of
a new benchmark rate

lation more useful

A proposed new IFRS” Standard

New on the Horizon
Home | COVID-19 | Business combinations | Financial instruments | Insurance | Leases | Revenue | IFRIC agenda decisions | Sustainability reporting
Better communication in financial reporting (BCFR) currently comprises three International Accounting Standards Board (the Board) projects:
Primary financial statements, the Disclosure initiative and Management commentary. All are aimed at improving information for users of financial
statements.
And bookmark this page to learn more about these three significant projects along with other emerging issues on financial statement presentation
- including our COVID-19 resources.
Our latest insights
home kpmg/ifrs O

IAS 1 amendments may be Investor-focused
deferred

Accounting policy or
management commentary estimate?
Proposed new framework

Paving the way to
principles-based
disclosure

Board revisits amendments on A new definition of and


https://home.kpmg/content/dam/kpmg/xx/pdf/2021/03/rate-regulated-activities.pdf
https://www.ifrs.org/projects/work-plan/#research-and-standard-setting
https://home.kpmg/xx/en/home/insights/2019/05/ibor-reform-ifrs-hedge-accounting-libor-interest-rates-ifrs9-ias39.html
https://home.kpmg/xx/en/home/services/audit/international-financial-reporting-standards/ifrs-disclosures-relevance-of-financial-statements.html

Webinar dates and [opics for 201

o 29 January — Navigating potential accounting fraud

o 19 March — IASB project update - Business combinations under common control
o 14 May — Interim reporting update: What’s on the horizon

o 16 July — ESG Updates and Financial Reporting Implications

o 30 September — Update on key IASB projects and recent IFRS amendments

o 19 November — ESG developments

o 17 December — Year-end reporting reminders

vy
wv:- For more details and access to our webinar series:

sy

https://home.kKpmg/cn/en/home/services/audit/ifrs-news/financial-reporting-webinar-series.html
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