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1 Executive summary

In May 2024, the International Accounting Standards Board (IASB) introduced IFRS 19 Subsidiaries without Public Accountability -
Disclosures. This new standard permits eligible subsidiaries to apply reduced disclosure requirements under IFRS 19

Context &) Objective of IFRS 14 BQ Next steps

* In response to the IAS 2015 Agenda Consultation,
stakeholders suggested that certain subsidiaries should be

* IFRS 19 aims to simplify reporting systems and + IFRS19 will be effective for reporting

allowed to use IFRS Accounting Standards with reduced processes for companies, reducing thg .co.sts: ggggdéatt)r(lag:;mrl]igast)irc])noirsafteerrrnlittiznuary
disclosure requirements due to difficulties in preparing associated with preparing  eligible  subsidiaries - =arly app P '
financial statements financial statements. * In the first year of applying IRFS 19, it is
* In July 2021, the IASB published the Exposure Draft + Simultaneously, it ensures that the financial necessary B EEHiEn  COMEEE
- ; . luabl dinf tive for thei information for current year amounts
* In May 2024, the IASB published the IFRS 19, on statements remain valuable and informative for their unless other IFRS accounting standard
Disclosures by Subsidiaries without Public Accountability. L requires otherwise.
Eligible subsidiaries Principles for reduction Disclosure requirements
+ Liquidity and solvency * IFRS 19 enables eligible subsidiaries to apply IFRS
; ; " S . A ntin n ith iscl
» Not having public accountability, and » Short-term cash flows, obligations, commitments and rquCl:)i:Jertr:e?wts Standards - with  reduced  disclosure
* Parent producing consolidated financial contingencies
' . « IFRS 7 and IAS 7 disclosure requirements where
statements that comply with _IFRS - Measurement uncertainty > q
Accounting Standards and are available _ _ modified
for public use. + Disaggregation of amounts « IFRS 33 and IFRS 17 disclosure requirements where
» Accounting policy choices not reduced.
D) . Access to
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https://www.iaisweb.org/uploads/2023/05/Issues-Paper-on-Insurance-Sector-Operational-Resilience.pdf
https://www.ifrs.org/content/dam/ifrs/project/subsidiaries-smes/ifrs-standard/ifrs19-projectsummary.pdf
https://www.ifrs.org/content/dam/ifrs/project/subsidiaries-smes/ifrs-standard/ifrs19-projectsummary.pdf

2 IFRS 19 detalls

IFRS 19 aims to balance reduced disclosure requirements for subsidiaries without public accountability with the needs of their financial statement
users. The IASB based this requirement on the IFRS for SMEs Accounting Standard, which has fewer requirements than full IFRS Standards

The problem*

Parent prepares consolidated
Parent financial statements by applying Parent
IFRS Accounting Standards

Subsidiary submits consolidation pack by
applying IFRS Accounting Standards

Subsidiary’s financial statements

Apply local GAAP Apply IFRS
or the IFRS for Accounting
SMEs Accounting Standards?

?
Standard? BUT disclosures

BUT requires may be
additional disproportionate for
accounting records these subsidiaries

Subsidiary Subsidiary

Ns’oManagementSolutions 1. Source: images from IFRS, Project Summary and Feedback Statement (May 2024)
Making things happen

The solution*

Parent prepares consolidated
financial statements by applying
IFRS Accounting Standards

Subsidiary submits consolidation pack by
applying IFRS Accounting Standards

Subsidiary’s financial statements

Subsidiary applies
IFRS Accounting Standards with
reduced disclosure requirements
(IFRS 19 Subsidiaries without Public
Accountability: Disclosures)
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2 IFRS 19 detalls

The set of principles to help identify relevant information for users of the financial statements of non-publicly accountable entities
is aligned with that of SME Accounting Standard

Eligible subsidiaries Principles for reducing the set of requirements

Do not have public accountability

Ultimate or any intermediate parent
produces consolidated
financial statements available for
public use that comply with
IFRS Accounting Standards

m’o ManagementSolutions
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debt or equity instruments
are traded in a public

market
Or

Holding assets in a
fiduciary capacity (e.g.
banks, credit unions,
insurance companies,
securities brokers/dealers,
mutual funds and investment
banks)

Liquidity and solvency

Short-term cash flows,

obligations, commitments and

contingencies

Measurement uncertainty

Disaggregation of amounts

Accounting policy choices

Information on...

... entity’s ability to generate cash flows
and continue as a going concern

... entity’s ability to meet its obligations

... measuring of amounts in the financial
statements, including inputs (e..g,,
significant judgements and estimates) used
in those calculations

... separation of amounts presented in the
financial statements into component parts

... accounting policy applied by the

company especially when more than one
accounting policy option is allowed
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2 IFRS 19 detalls

IFRS 19 enables eligible subsidiaries to apply IFRS Accounting Standards with reduced disclosure requirements

Specifications included on how to
apply IFRS and IAS:

IFRS 1 IFRS 2

IFRS 13

IFRS 16

IAS 2
IAS 8
IAS 12
IAS 19

IFRS18

IAS 21
IAS 24
IAS 29
IAS 34
IAS 37
IAS 40

NE' O ManagementSolutions
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IFRS 7 Financial Instruments: Disclosures

IFRS 19 requires eligible subsidiaries that
provide financing to customers as a main
business activity to make some of the
disclosures about credit risk (e.g. to explain
how the subsidiary’s credit risk management
practices relate to the recognition and
measurement of expected credit losses).

IAS 7 Statement of Cash Flow

IFRS 19 requires eligible subsidiaries to
reconcile changes in liabilities arising from
financing activities (simplified version of IAS
7 (paragraph 44A)

Modified disclosure requirements Not reduced disclosure requirements

IAS 33 Earnings per Share and IFRS 8
Operating Segments

Subsidiaries eligible to apply IFRS 19 are not
required to apply IAS 33 or IFRS 8, but may
do so voluntarily.

IFRS 17 Insurance Contracts

IFRS 17 inform users of an entity’s financial
statements about how the entity applied the
accounting model for insurance contracts.

The IASB decided not to include reduced
disclosure requirements for IFRS 17 at this
stage.
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3’ Why Management Solutions?

Management Solutions has proven experience in the field of regulatory reporting,
offering support throughout the entire regulatory reporting cycle

Experience in the implementation of IFRS: large experience in the development, evolution or validation of different accounting standards: IFRS9,
IFRS17, IFRS16, IFRS15, etc. among different geographies (>10) and sector (banking, insurance and others)

Proven methodology: Management Solutions has supported and is currently working with more than 24 GSIBs and DSIBs internationally in the process
of diagnosing and updating accounting circuits to adapt to the new regulation, which allows us to provide lessons learned and identify best practices.

Experience in regulatory inspections: support to different institutions in the preparation and support during IFRS9 inspections.

Holistic view. MS has experience in the different lines of work affected by accounting standards: definition of criteria, documentation of policies &
procedures, definition of accounting schemes, evolution of accounting tools & systems, review of processes, generation of financial statements, definition
and implementation of control frameworks.

Robust relationship model with supervisors and experience in supervisory review processes. Support supervisors and financial institutions in
supervisory review processes (OSls, IMIs, ...).

O ManagementSolutions
IVG g Making things happen © Management Solutions 2024. All rights reserved Page 7



Antonio Garcia Pérez
Partner at Management Solutions
Antonio.Garcia.Perez@msspain.com
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Marta Hierro
Partner at Management Solutions
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