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Summary 
 

Why is the FRSC publishing this Discussion Paper? 

This Discussion Paper proposes a separate financial reporting framework for Qualifying Entities, as defined, 
when preparing their individual financial statements. The proposed framework exempts certain disclosures from 
being provided in the individual financial statements of Qualifying Entities. Entities using this Reduced 
Disclosure Framework must apply the recognition, measurement and presentation requirements of IFRS. The 
Financial Reporting Standards Council (FRSC) is seeking input from stakeholders to assess any expected cost 
reductions and efficiencies; the expected impact on the quality of the financial statements prepared; the scope 
of Qualifying Entities that may apply this Reduced Disclosure Framework; and what disclosures should be 
exempt.  

The FRSC clarifies that this Discussion Paper is a proposed framework; and that it will consider feedback 
received from respondents on the appropriateness of introducing a Reduced Disclosure Framework. 

What does this Discussion Paper include? 

The following paragraphs summarise each section of this Discussion Paper. 

Section 1: Introduction 

This section provides background to the project and describes the objectives of the FRSC in developing this 
Reduced Disclosure Framework. It also describes the FRSC’s approach to developing this Discussion Paper 
and explains what information the FRSC is seeking from stakeholders. 

Section 2: Proposed scope of the Reduced Disclosure Framework 

This section outlines the proposed Qualifying Entities that may apply the Reduced Disclosure Framework.  

Section 3: Proposed disclosure exemptions 

This section details the proposed exempted disclosures and outlines the approach applied by the FRSC in 
exempting these disclosures.  

Section 4: Other requirements  

This section sets out other considerations that will be applicable with the introduction of this Reduced Disclosure 
Framework, including first-time adoption requirements, a statement of compliance and assurance 
considerations.  

What are the next steps in this project? 

Any views expressed in this Discussion Paper are preliminary and subject to change. The FRSC will consider 
the comments received on this Discussion Paper before deciding on whether and how to further develop an 
Exposure Draft of the Reduced Disclosure Framework. 
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Invitation to comment 

The FRSC invites comments on all matters in this Discussion Paper and on the questions set out at the end of 
each section. Comments will be most helpful if they: 
(a) Respond to the questions as stated; 
(b) Indicate the specific paragraph or paragraphs to which they relate; 
(c) Contain a clear rationale; and 
(d) Describe any alternative that the FRSC should consider, if applicable. 

Respondents need not comment on all the questions, but are encouraged to comment on any additional matters 
they consider as relevant. 

How to comment 

Comments should be submitted electronically to frsc@thedti.gov.za,  NMakuni@thedti.gov.za and 
MMoola@irba.co.za. 
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Section 1 - Introduction 
 
This section sets out the background to the project and the Financial Reporting Standards Council’s 
(FRSC) objective and approach in developing the proposed Reduced Disclosure Framework. 

Background and objectives  

1.1   The FRSC is considering introducing a Reduced Disclosure Framework in South Africa. The objective of 
issuing this separate financial reporting framework is to reduce the reporting burden on Qualifying Entities, 
as defined, without compromising the relevance of the financial information reported. Similar frameworks 
have been introduced in other jurisdictions, such as the United Kingdom (UK), Australia and New 
Zealand.   

1.2   The FRSC acknowledge that the Companies Act and/or the Regulations to the Companies act needs to 
be amended to allow for the application of the Reduced Disclosure Framework.  

Approach to developing the Discussion Paper 

1.3   In developing this Discussion Paper, the FRSC, through its Financial Reporting Technical Committee 
(FRTC), set up a sub-committee of members with the relevant experience and expertise to provide input 
into the project. The sub-committee included users of financial statements and representatives of 
preparers of financial statements, auditors and regulators. 

1.4   The sub-committee, at the early stages of the project, considered the different reduced disclosure reporting 
frameworks introduced in other jurisdictions. It identified and considered the frameworks of the UK, 
Australia and New Zealand. An analysis of these frameworks found that New Zealand applies a tiered 
approach to financial reporting by entities. Tier 1 entities apply IFRS and are entities that have public 
accountability or are large (total expenses exceeding US$30 million). Tier 2 entities apply IFRS for SMEs 
and are other entities, except for financial institutions. Australia applies a similar approach, using public 
accountability to distinguish between tiers. 

1.5   The sub-committee concluded that Financial Reporting Standard (FRS) 101, Reduced Disclosure 
Framework: Disclosure exemptions from EU adopted IFRS for qualifying entities, issued by the Financial 
Reporting Council (FRC) in the UK and the Republic of Ireland, was the most suitable framework to guide 
the development of this Discussion Paper. This was because the objectives of the FRC when they issued 
FRS 101 most closely aligned with those of the FRSC in developing this Framework. The FRSC supported 
this conclusion.  

1.6   The FRC issued FRS 101 in response to concerns that arose through consultations with significant 
stakeholders over time on the reporting burden of subsidiaries of listed companies. The respondents to 
the stakeholder outreach on FRS 101 noted that the move to IFRS for SMEs for subsidiaries of entities 
that applied EU-adopted IFRS required recognition and measurement differences to be monitored and 
maintained at a group level. The alternative for UK preparers, of a move to EU-adopted IFRS increases 
disclosure although these entities often produce financial statements only for the use of owner-managers, 
tax authorities or other governmental authorities (e.g. Unions). Consultations conducted by the FRC with 
significant stakeholders indicated that many respondents experienced cost savings from the application 
of FRS 101, given the often limited use of those financial statements.  

1.7   In determining the disclosure exemptions as set out in this Discussion Paper, the fundamental qualitative 
characteristics of useful financial information, i.e. relevance and faithful representation, were considered. 
The cost constraint of useful financial reporting and the needs of users of the financial statements were 
also considered. These considerations will provide a structure for future amendments to the proposed 
Reduced Disclosure Framework. 
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Feedback being sought and next steps 

1.8   The FRSC is seeking input from a wide variety of stakeholders before it considers whether to further 
develop the Reduced Disclosure Framework for adoption in South Africa.  

1.9   Consequently, the FRSC is seeking input from stakeholders to: 

   a)   Provide insight into the possible cost effectiveness and efficiency in adopting the Reduced 
Disclosure Framework. 

   b)   Identify Qualifying Entities that may apply this Reduced Disclosure Framework. 

   c)   Identify what disclosures should be exempt.  

1.10 The FRSC will use the feedback received on this Discussion Paper to assess whether and how a Reduced  
Disclosure Framework should be adopted in South Africa. 

Question for respondents 

Question 1 
Please tell us your primary role in relation to financial statements, for example, are you a preparer of 
financial statements, a user of financial statements, a regulator, a standard-setter, an academic or a 
professional accounting body, trade union, etc.  

  

Question 2 
Do you agree with the FRSC’s approach in developing this Discussion Paper by applying the qualitative 
characteristics of relevance and faithful representation, the cost constraint of useful financial reporting 
and users’ needs? Why or why not? Are there other principles the FRSC should consider? 
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Section 2 - Scope of the Reduced Disclosure Framework 
 
This section sets out the proposed Qualifying Entities that may apply the Reduced Disclosure 
Framework. In developing the definition of a Qualifying Entity, the FRSC was guided by the scope of 
FRS 101. Where there have been departures from FRS 101, these are discussed further. 

2.1  The FRSC’s mandate extends to companies incorporated in accordance with the Companies Act. This 
Reduced Disclosure Framework would therefore be applicable only to entities incorporated in accordance 
with the Companies Act.  

2.2  The FRSC proposes that the following entities may apply the Reduced Disclosure Framework in their 
individual financial statements: 

o A wholly-owned subsidiary of a group (as defined in the Companies Act) where the parent of that 
group prepares financial statements that are available for public use and comply with IFRS, and in 
which subsidiaries are consolidated. 

o An intermediate parent that is a wholly-owned subsidiary and the ultimate parent of a group that 
prepare financial statements that are available for public use and comply with IFRS, and in which 
subsidiaries are consolidated may also take advantage of the Reduced Disclosure Framework in its 
Individual Financial Statements.  

o Parents that are investment entities, as determined in accordance with IFRS 10, and their subsidiaries 
may also apply this Reduced Disclosure Framework in their Individual Financial Statements if it is 
required, in accordance with paragraph 31 of IFRS 10, not to consolidate subsidiaries but to measure 
all of its subsidiaries at fair value through profit or loss. 
  

2.3  The FRSC proposes that a Qualifying Entity should exclude: 

o A subsidiary, intermediate parent and ultimate parent classified as a Financial Institution, as defined. 

o A subsidiary that is required by regulation to prepare consolidated and individual financial statements 
that comply with IFRS. 

o A subsidiary whose debt or equity instruments are traded in a public market or is in the process of 
filing its financial statements with a securities commission or other regulatory organisation for the 
purpose of issuing any class of instruments in a public market.  

2.4  A Qualifying Entity may therefore apply this Framework in their individual financial 
statements of subsidiaries, intermediate and ultimate parent companies, provided that its parent 
shareholder has been informed and does not object to the use of the Framework.  

2.5  Qualifying Entities, as defined, shall apply the recognition, measurement and presentation requirements of 
IFRS, and may take advantage of the disclosure exemptions contained in this Framework.  

Defined Terms 

 

2.6  The following terms are used in this document: 

Consolidated 
financial 
statements 

Consolidated financial statements are the financial statements of a group in which the assets, 
liabilities, equity, income, expenses and cash flows of the parent and its subsidiaries are 
presented as those of a single economic entity.  

Individual 
financial 
statements 

Individual financial statements are non-consolidated financial statements of an individual entity. 
They include separate financial statements and financial statements of an entity that does not 
have a subsidiary, but may include an equity accounted interest in an associate or venturer’s 
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interest in a joint venture.  

Financial 
institution 

A financial institution, as defined in the Financial Services Board Act, No. 97 of 1990, as 
amended. In that Act a “financial institution” means – 

(a)   
(i)          any pension fund organisation registered in terms of the Pension Funds Act, 

1956 (Act No. 24 of 1956), or any person referred to in section 13B of that 
Act administering the investments of such a pension fund or the disposition 
of benefits provided for in the rules of such a pension fund;  

(ii)         any friendly society registered in terms of the Friendly Societies Act,1956 (Act 
No. 25 of 1956), or any person in charge of the management of the affairs of 
such a society; 

(iii)        a collective investment scheme as defined in section 1 of the Collective 
Investment Schemes Control Act, 2002, a manager, trustee, custodian or 
nominee company registered or approved in terms of that Act, and an 
authorised agent of such a manager;  

(iv)        any ‘exchange’, ‘authorised user’, ‘stock-broker’, ‘settling party’, ‘clearing 
house’, ‘central securities depository’, ‘participant’ or ‘nominee’ as defined in 
section 1 of the Securities Services Act, 2004; 

(v)         any ‘long-term insurer’ as defined in section 1(1) of the Long-term Insurance 
Act, 1998 (Act No. 52 of 1998), and any ‘short term insurer’ as defined in 
section 1(1) of the Short-term Insurance Act 1998 (Act No. 53 of1998); 

(vi)        any ‘independent intermediary’ or representative as defined in- (aa) section 
1(1) of the Short-term Insurance Act, 1998; (bb) regulation 3.1 of the 
Regulations under the Long-term Insurance Act, 1998;  

(vii) any ‘Lloyd’s underwriter’ as defined in section 1(1) of the Short-term 
Insurance Act, 1998, and referred to in section 56 of that Act; or 

(viii)       any authorised financial services provider’ or ‘representative’ as defined in 
section 1(1) of the Financial Advisory and Intermediary Services Act, 2001. 

(b) 
(i)          a bank as defined in section 1(1) of the Banks Act, 1990 (Act No. 94 of 1990), 

a mutual bank as defined in section 1(1) of the Mutual Banks Act, 1993 (Act 
No. 124 of 1993), or a co-operative bank as defined in section 1(1) of the Co-
operative Banks Act, 2007 (Act No. 40 of 2007), which deals with trust 
property as a regular feature of its business, or 

(ii)         any other person who or which deals with trust property as a regular feature 
of his, her or its business, but who is not registered, licensed, recognised, 
approved or otherwise authorised to deal so in terms of any Act, other than 
the Companies Act, 2008, the Close Corporations Act, 1984 and the Trust 
Property Control Act, 1988.   

 

IFRS Standards and interpretations issued (or adopted) by the International Accounting Standards 
Board (IASB). They comprise:  

  (a) International Financial Reporting Standards; 

  (b) International Accounting Standards; and 

(c) Interpretations developed by the IFRS Interpretations Committee (the IFRIC) or the former 
Standards Interpretations Committee (SIC). 

  Standards and interpretations issued by the IASB exclude IFRS standards amended 
and endorsed by other jurisdictions, such as IFRS as endorsed by the European Union.  
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Qualifying 
Entity 

A wholly-owned subsidiary of a group (as defined in the Companies Act), where the parent of 
that group prepares financial statements that are available for public use and comply with IFRS, 
and in which subsidiaries are consolidated. An intermediate parent that is a wholly-owned 
subsidiary and the ultimate parent of a group that prepare financial statements that are available 
for public use and comply with IFRS, and in which subsidiaries are consolidated may also take 
advantage of the disclosure framework in its Individual Financial Statements.  

Parents that are investment entities, as determined in accordance with IFRS 10, and their 
subsidiaries may also apply this Framework if it is required, in accordance with paragraph 31 of 
IFRS 10, not to consolidate their subsidiaries but measure all of its subsidiaries at fair value 
through profit or loss. 

A Qualifying Entity excludes: 
o A subsidiary, intermediate parent and ultimate parent classified as a Financial 

Institution, as defined. 
o A subsidiary that is required by any regulation to prepare consolidated and individual 

financial statements that comply with IFRS. 
o A subsidiary whose debt or equity instruments are traded in a public market or is in the 

process of filing its financial statements with a securities commission or other regulatory 
organisation for the purpose of issuing any class of instruments in a public market.  

The Qualifying Entity shall apply the recognition, measurement and presentation requirements 
of IFRS. 

Separate 
financial 
statements  

Separate financial statements are those presented by an entity in which the entity could elect, 
subject to the requirements of IAS 27, Separate Financial Statements, to account for its 
investments in subsidiaries, joint ventures and associates either at cost or fair value, in 
accordance with IFRS 9, Financial Instruments, or using the equity method as described in 
IAS 28, Investments in Associates and Joint Ventures.  

Wholly-
owned 
subsidiary 

As defined in Section 3(1)(b) of the Companies Act, 2008. In terms of the Act a company is a 
wholly-owned subsidiary of another juristic person if all the general voting rights associated 
with issued securities of the company are held or controlled, directly or indirectly, by the other 
juristic person. Indirect holding includes holdings by other subsidiaries or nominees of that 
juristic person or any of its subsidiaries.  

Departures from FRS 101 

2.7  FRS 101 defines a Qualifying Entity as: 
“A member of a group where the parent of that group prepares publicly available consolidated financial 
statements which are intended to give a true and fair view (of the assets, liabilities, financial position and 
profit or loss) and that member is included in the consolidation.” [FRS 101 A1 Glossary] 

2.8  A Qualifying Entity, as defined for the purpose of FRS 101, includes entities that are not wholly-owned 
subsidiaries of the group. FRS 101 requires that any objection to applying the Reduced Disclosure 
Framework can be lodged by any shareholder who holds in aggregate 5% or more of the total allotted 
shares. In contrast, the FRSC proposes to limit the application of the Reduced Disclosure Framework to 
only wholly-owned subsidiaries to protect the rights of non-controlling shareholders.  

2.9  The FRSC, in the proposed definition of a Qualifying Entity, requires that the group prepares consolidated 
financial statements in accordance with IFRS, as this is the framework required by the Companies Act. This 
is different from the requirement of FRS 101, which requires the group to prepare financial statements in 
accordance with EU-adopted IFRS/UK IFRS.  

2.10The FRSC proposes that subsidiaries, intermediate parents and ultimate parents classified as financial 
institutions may not apply the Framework as they hold public funds/assets. This is different from FRS 101 
which may be applied by financial institutions, but with fewer disclosure exemptions available. For example, 
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financial institutions applying FRS 101 may not apply the disclosure exemptions of IFRS 7, Financial 
Instruments: Disclosure; IFRS 13, Fair Value Measurement; and disclosures in IAS 1, Presentation of 
Financial Statements, regarding comparative information and the entities’ objectives, policies and 
procedures for managing capital.  

Questions for respondents 

Question 3 
The Reduced Disclosure Framework is currently proposed for entities incorporated in accordance with 
the Companies Act. Do you believe there is scope to broaden the Reduced Disclosure Framework to 
subsidiaries, intermediate parents and ultimate parents that are not incorporated in accordance with the 
Companies Act? 

Question 4 
The Reduced Disclosure Framework may also be applied by the intermediate parent and ultimate parent 
of a group in their Individual Financial Statements. Do you foresee any risks arising from this? 

Question 5 
Paragraph 2.2 sets out the FRSC’s proposal of the Qualifying Entities that may apply this Reduced 
Disclosure Framework. 

(a)  Do you agree with the proposal that only wholly-owned subsidiaries of the group may apply this 
Framework? Alternatively, should the FRSC consider broadening the scope of this Framework 
to include entities that are not wholly-owned subsidiaries of the group? Do you see any risks in 
widening the scope? 

(b)  If you agree that the scope of the Framework should be broadened? Do you agree that the 
proposed Framework should be applied on a no-objection approach (paragraph 2.6)? If not, what 
alternative approval would you propose? 

(c)  Do you agree that the Framework should only apply if the consolidated financial statements of 
the group are prepared in accordance with IFRS, as defined? Why or why not? 

(d)  Do you agree that the Framework should only apply if the consolidated financial statements of 
the group are publicly available? Why or why not?  

Question 6 
The FRSC proposes the entities that should be excluded from the definition of a Qualifying Entity in 
paragraph 2.3. 

(a)  Do you agree that subsidiary, intermediate parent and ultimate parent entities that are classified 
as financial institutions should be excluded from the definition of a Qualifying Entity? Why or why 
not? 

(b)  Are there any other regulated entities that should be precluded from using the Framework? 

(c)  Do you agree with the other exclusions from the definition of Qualifying Entities in paragraph 
2.3? Why or why not? 

Question 7 

Do you agree with the defined terms in paragraph 2.6?  
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Section 3 - Proposed Disclosure Exemptions 
 
This section discusses the proposed disclosure exemptions that Qualifying Entities may utilise when 
applying the Reduced Disclosure Framework. The disclosure exemptions in FRS 101 guided the 
disclosure exemptions of this Framework. Where the exemptions depart from those of FRS 101, these 
are further discussed.  

3.1 Qualifying Entities, as defined, will apply the recognition, measurement and presentation requirements of 
IFRS, but may apply the disclosure exemptions of this Framework.  

3.2 The FRSC anticipates that all disclosures would, however, still need to be maintained by the subsidiary 
companies and intermediate parents to be provided to the group for consolidation purposes.  

3.3 The Framework is intended to give a fair presentation of the financial position, financial performance and 
cash flows of a Qualifying Entity since the recognition, measurement and presentation requirements of 
IFRS are still applied. This is consistent with FRS 101, which is intended to give a true and fair view of the 
assets, liabilities, financial position and profit and loss for the period.  

Proposed disclosure exemptions 

3.4  A Qualifying Entity (as defined), may apply the following disclosure exemptions: 

a)  The requirements of IFRS 2, Share-based Payments, to provide the number and weighted average 
exercise prices of share options (paragraph 45(b)), how fair value was determined (paragraphs 46-
49) and the effect on profit or loss (paragraphs 50-52) provided that for a qualifying entity that is: 

 
i. a subsidiary, the share-based payment arrangement concerns equity instruments of another 

group entity; 
 

ii. an ultimate parent, the share-based payment arrangement concerns its own equity instruments 
and its individual financial statements are presented alongside the consolidated financial 
statements of the group. 

b)  The requirements of IFRS 3, Business Combinations, to provide the primary reason and how control 
was obtained (paragraph B64(d)); a qualitative description of the factors that make up goodwill 
(paragraph B64(e)); as well as information for contingent consideration arrangements and 
indemnification assets (paragraph B64(g)), for acquired assets (paragraph B64(h), for contingent 
liabilities (paragraph B64(j)); the total amount of goodwill expected to be deductible for tax purposes 
(paragraph B64(k)); transactions recognised separately (paragraphs B64(l) and B64(m)); the reason 
for a bargain purchase (paragraph B64(n)(ii)); the valuation techniques used to fair value non-
controlling interest (paragraph B64(o)(ii)); business combination achieved in stages (paragraph 
B64(p)); the revenue and profit of the combined entity (paragraph B64(q)(ii)); business combinations 
acquired after the reporting date but before the financial statements are authorised (paragraph B66); 
and certain information for each material or collective material business combination (paragraph 62 
and B67). 

c)  The requirements of paragraph 33(c) of IFRS 5, Non-current Assets Held for Sale and Discontinued 
Operations, to analyse the net cash flows of discontinued operations attributable to operating, 
investing and financing activities. 

d)  All the disclosure requirements of IFRS 7, Financial Instruments: Disclosures. 

e)  All the disclosure requirements of IFRS 13, Fair Value Measurement.  

 f) The requirement in paragraph 38 of IAS 1, Presentation of Financial Statements, to present  
comparative information in respect of: 
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i. a reconciliation of the number of shares outstanding (paragraph 79(a)(iv) of IAS 1); 

 
ii. a reconciliation of the carrying amount (paragraph 73(e) of IAS 16, Property, Plant and 

Equipment); 
 

iii. a reconciliation of the carrying amount (paragraph 118(e) of IAS 38, Intangible Assets); 
 

iv. a reconciliation of the carrying amount (paragraphs 76 and 79(d) of IAS 40, Investment 
Property); and 

 
v. a reconciliation of the changes in the carrying amount of biological assets (paragraph 50 of IAS 

41, Agriculture). 

g)  The requirements of IAS 1, Presentation of Financial Statements, to present a statement of financial 
position as at the beginning of the preceding period (paragraph 10(f)); a statement of compliance 
with IFRS as the Reduced Disclosure Framework does not comply with the disclosure requirements 
of IFRS (paragraph 16); narrative information for preceding periods (paragraph 38B); additional 
comparative information (paragraphs 38C and 38D); a third statement of financial position 
(paragraphs 40A-40D); and the entity’s objectives, policies and procedures for managing capital 
(paragraphs 134-136). 

h)  The requirements of paragraphs 30 and 31 of IAS 8, Accounting Policies, Changes in Accounting 
Estimates and Errors, when an entity has not applied a new IFRS that has been issued but is not  
yet effective. 

i)   The requirements of IAS 36, Impairment of Assets, to provide a description of the valuation 
techniques (paragraph 130(f)(ii)); the key assumptions (paragraph 130(f)(iii)); information for 
recoverable amounts based on value in use (paragraph 134(d))or fair value less cost to sell 
(paragraph 134(e)); the effect of reasonably possible change in key assumptions (paragraph 134(f)); 
a description of key assumptions (paragraph 135(c)); a description of management’s approach 
(paragraph 135(d)); and possible changes in key assumptions (paragraph 135(e)). 

Departures from FRS 101 

3.5  In developing this Framework, the FRSC did not exempt the following disclosures that are exempt in FRS 
101: 

a)  The requirement to prepare a cash flow statement. 
b)  The requirements of IAS 24, Related Party Disclosures, to disclose key management personnel 

compensation (paragraphs 17) and key management personnel services that are provided by a 
separate management entity. 

c)  The requirements in IAS 24, Related Party Disclosures, to disclose related party transactions entered 
into between two or more members of a group. 

FRS 101 exempts these disclosures as they are required by the UK Companies Act. The FRSC has not 
exempted these disclosures because the South African Companies Act does not have specific 
requirements that these disclosures should be made.  

3.6  FRS 101 determines that in several instances the disclosure exemptions can only be applied if equivalent 
disclosures are included in the consolidated financial statements of the group in which the entity is 
consolidated. The FRSC decided not to include this proviso in the disclosure exemptions as the information 
would be aggregated in the consolidated financial statements and the equivalent disclosure will often not 
be visible in the consolidated financial statements of the group.   
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Questions for respondents 

Question 8 
The Framework is intended to give a fair presentation of the financial position and performance of a 
Qualifying Entity since the recognition, measurement and presentation requirements of IFRS are still 
applied.   

Do you believe that application of this Framework will achieve fair presentation? Why or why not? 

Question 9 
Do you agree that the Framework would still be beneficial considering the group reporting packs need to 
provide disclosures that the group would need for preparing consolidated financial statements in terms 
of IFRS? 

Question 10 
Paragraph 3.4 (a)-(i) sets out the disclosure exemptions that Qualifying Entities may apply. 

(a) Do you agree with the disclosure exemptions? Why or why not? 

(b) Do you agree with the requirement that the presentation requirements of IFRS should be followed 
by an entity that applies this Framework? 

(c) What additional disclosures would you want to be exempt? If there are, what is your reason for 
exempting these?  

(d) Are there any proposed disclosure exemptions that should not be exempt? If there are, please 
explain why. 

Question 11 
Paragraph 3.5 sets out the departures from FRS 101 and details the disclosures that the FRSC did not 
exempt. Do you agree with the approach taken by the FRSC in concluding that these disclosures should 
not be exempt? Why or why not? 

Question 12 

Do you agree with the FRSC’s proposal in paragraph 3.6 to remove the requirement that equivalent 
disclosures should be provided in the consolidated financial statements of the group, as included in FRS 
101? 

Question 13 

Do you believe that application of this Framework will introduce cost savings and reduce the disclosure 
burden of Qualifying Entities that otherwise apply the recognition, measurement, presentation and 
disclosures of IFRS, without reducing the relevance of information to any stakeholders, such as financial 
providers, revenue authorities, employees and trade unions? Please provide insight into the benefits and 
risks that you anticipate from applying this Framework.  
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Section 4 - Other Requirements 
This section sets out other considerations that will be applicable if the Reduced Disclosure 
Framework is adopted. 

First time adoption 

4.1 Except for Qualifying Entities already applying IFRS on first-time adoption of this Framework, a Qualifying 
Entity should apply the requirements of paragraphs 6-33 of IFRS 1, First-time adoption of International 
Financial Reporting Standards, except for the requirements of paragraphs 6-21 to present an opening 
statement of financial position at the date of transition. The reason is that the first-time adopter of the 
Framework will be applying the recognition, measurement and other disclosures of IFRS for the first time.  

4.2  If an entity no longer applies this Reduced Disclosure Framework, the entity should apply the requirements 
of IFRS 1 on transition to IFRS or Section 35 of IFRS for SMEs. 

Statement of compliance 

4.3 Where a qualifying entity prepares its financial statements in accordance with this Framework, it must 
identify in the notes to the financial statements that it has applied the Framework.  

4.4 The financial statements of an entity that applies this Framework do not comply with all the requirements of 
IFRS and shall not therefore contain the unreserved statement of compliance referred to in paragraph 3 of 
IFRS 1 and otherwise required by paragraph 16 of IAS 1, Presentation of Financial Statements. 

4.5  A Qualifying Entity must disclose in the notes to its financial statements: 
  a)  A brief narrative summary of the disclosure exemptions applied; and  
  b) The name of the parent of the group that prepares consolidated financial statements, into which           

the entity is consolidated, and from where those financial statements may be obtained.  

Questions for respondents 

Question 14 

Paragraphs 4.1 and 4.2 set out first-time adoption requirements of using the Framework.  
(a)  Will these first-time adoption requirements impact your decision to apply the Framework? Why 

or why not? 
(b)  Would the first-time adoption requirements be burdensome for entities moving from IFRS for 

SMEs to applying this Framework for the first time?  

Question 15 

Do you agree with the statement of compliance in paragraph 4.3 and the disclosures required by 
paragraph 4.5 if an entity applies the Framework? 

Question 16 

The FRSC is seeking input on the assurance of the financial statements prepared in accordance with 
this Framework.  

(a)  Do you believe that the auditor can provide an opinion that the financial statements are fairly 
presented when prepared in accordance with this Framework? 

(b)  What type of audit report should be required if the Framework is applied by an entity? 

  


