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Disclaimer

Á The views expressed by the presenters are not necessarily those of Ernst & Young LLP, EY Bermuda Ltd., Ernst & Young Ltd.,
EY Cayman Ltd. or other members of the global EY organization.

Á This presentation is for educational purposes only and is not intended to be relied upon as accounting, tax, legal or other
professional advice. Please refer to your advisors for specific advice.

Á Neither EY nor any member firm thereof shall bear any responsibility whatsoever for the content, accuracy or security of any
third-party websites that are linked (by way of hyperlink or otherwise) in this presentation.

Á EY refers to the global organization, and may refer to one or more, of the member firms of Ernst & Young Global Limited, each
of which is a separate legal entity. Ernst & Young LLP, EY Bermuda Ltd., Ernst & Young Ltd. and EY Cayman Ltd. are client-
serving member firms of Ernst & Young Global Limited operating in the Bahamas, Bermuda, British Virgin Islands and Cayman
Islands respectively.

Á This presentation is © 2025 EYGM Limited. All Rights Reserved. No part of this document may be reproduced, transmitted or
otherwise distributed in any form or by any means, electronic or mechanical, including by photocopying, facsimile
transmission, recording, rekeying, or using any information storage and retrieval system, without written permission from
Ernst & Young. Any reproduction, transmission or distribution of this form or any of the material herein is prohibited and is in
violation of US and international law. Ernst & Young expressly disclaims any liability in connection with the use of this
presentation or its contents by any third party.
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Updates to Section 1
Small and Medium-sized Entities

01
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Updates to Section 1

1. Public Accountability Definition

There is a clarification of the definition of 'public accountability' to ensure proper application
of the standards.

Revised versionCurrent version

Small and medium-sized entities are entities that:
a) do not have public accountability; and
b) publish general purpose financial statements for

external users.

Examples of external users include existing and potential
investors, lenders and other creditors and credit rating
agencies.

Small and medium-sized entities are entities that:
a) do not have public accountability, and
b) publish general purpose financial statements for

external users.

Examples of external users include owners who are not
involved in managing the business, existing and potential
creditors, and credit rating agencies.

Á No expected
change in the
scope of entities
eligible to apply the
Standard
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Updates to Section 1

1. Public Accountability Definition cont’d

There is a clarification of the definition of 'public accountability' to ensure proper application of
the standards.

Revised versionCurrent version

An entity has public accountability if:
a) its debt or equity instruments are traded in a public

market or it is in the process of issuing such
instruments for trading in a public market (a domestic
or foreign stock exchange or an over-the-counter
market, including local and regional markets); or

b) it holds assets in a fiduciary capacity for a broad group
of outsiders as one of its primary businesses

(for example, banks, credit unions, insurance companies,
securities brokers/dealers, mutual funds and investment
banks often meet this second criterion).

An entity has public accountability if:
a) its debt or equity instruments are traded in a public

market or it is in the process of issuing such
instruments for trading in a public market (a domestic
or foreign stock exchange or an over-the-counter
market, including local and regional markets), or

b) it holds assets in a fiduciary capacity for a broad group
of outsiders as one of its primary businesses.

Most banks, credit unions, insurance companies, securities
brokers/dealers, mutual funds and investment banks would
meet this second criterion.

Á No expected
change in the
scope of entities
eligible to apply the
Standard
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Updates to Section 2
Concepts and Pervasive Principles
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Updates to Section 2

Revised to align with the 2018 Conceptual Framework

Á Objectives of financial statements

Á Qualitative characteristics of financial statements

Á Definition of reporting period, going concern assumption, the reporting entity

Á Definitions of assets, liabilities, equity, income and expenses

Á General recognition and derecognition

Á General measurement bases

Á Offsetting

Á Will help SMEs apply judgement
in developing accounting
policies

Á Will benefit users indirectly as
SMEs improve the quality of
information in the financial
statements
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Updates to Section 3
Financial Statement Presentation
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Updates to Section 3

1. Clarification of the definition of ‘material’ and its application.

Revised versionCurrent version

Á Information is material if omitting, misstating or obscuring it could,
individually or collectively, reasonably be expected to influence decisions
that the primary users of general-purpose financial statements make on
the basis of those financial statements, which provide financial information
about a specific reporting entity.

Á Materiality depends on the nature or magnitude of information, or both.
An entity assesses whether information, either individually or in
combination with other information, is material in the context of its
financial statements taken as a whole.

Á Omissions or misstatements of items are material if they could, individually
or collectively, influence the economic decisions of users made on the
basis of the financial statements.

Á Materiality depends on the size and nature of the omission or
misstatement judged in the surrounding circumstances.

2. Amendment to require entities to disclose ‘material accounting policy information’ instead of ‘significant
accounting policies’.
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Updates to Section 6
Statement of Changes in Equity and
Statement of Income and Retained Earnings

04
Updates to Section 7
Statement of Cash Flows

Updates to Section 8
Notes to the Financial Statements

Updates to Section 10
Accounting Policies, Estimates and Errors
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Updates to Sections 6 & 7

Á Will provide information
about changes in liabilities
and cash and non-cash
flows, which users find
important.

Á Intended to enable users to
obtain the information that
they need to understand
the effects of these
arrangements on SME
liabilities and cash flows.

Section 6 - Statement of Changes in Equity and Statement of
Income and Retained Earnings

Addition of a requirement to disclose:

Á the amount of dividends proposed (or declared) before the financial
statements were authorised for issue but not recognised as a distribution to
owners during the period

Á the amount per share

Á and the amount of any cumulative preference dividends not recognised.

Section 7 – Statement of Cash Flows
Á Addition of a requirement to disclose a reconciliation of changes in

liabilities arising from financing activities,  including changes arising from
cash flows and non-cash flows.

Á Addition of requirements to disclose information about supplier finance
arrangements
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Updates to Sections 6 & 7 cont’d

Example disclosure of a reconciliation of changes in liabilities arising from financing activities,
including changes arising from cash flows and non-cash flows.

Source: IFRS Accounting, IFRS for SMEs Accounting Standard: Basic for Conclusions and Illustrative Financial Statements
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Updates to Sections 8 & 10

Section 8 – Notes to the Financial Statements

Á Addition of examples of the types of judgements
management might make in the process of applying the
SME’s accounting policies and that have the most
significant effect on the amounts recognised in the
financial statements.

Section 10 – Accounting Policies, Estimates
and Errors

Á Amendment to introduce the definition of ‘accounting
estimate’ to help entities distinguish changes in
accounting estimates from changes in accounting policies.
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Polling question 1

The revised definition of “public
accountability” in Section 1 is
expected to:

A Expand the scope of entities eligible to apply
the Standard

B Narrow the scope

C Clarify without changing the scope

D Not sure
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Updates to Section 9
Consolidated and Separate
Financial Statements
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Updates to Section 9

Amendment to the definition of ‘control’ and clarification of the application of the rebuttable presumption

Revised versionCurrent version

Á An investor controls an investee when the investor
is exposed, or has rights, to variable returns from
its involvement with the investee and has the
ability to affect those returns through its power
over the investee.

Á Thus, an investor controls an investee if the
investor has all the following:

a) power over the investee;

b) exposure, or rights, to variable returns from
its involvement with the investee; and

c) the ability to use its power over the investee
to affect the amount of the investor’s
returns.

Control is the power to govern the financial and
operating policies of an entity so as to obtain benefits
from its activities

Á SMEs will have a single
basis for assessing control
which removes uncertainty
about which requirements
in Section 9 apply to
various SMEs.

Á SMEs with simple group
structures will not be
affected

Á The rebuttable
presumption will make this
control model easier to
apply
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Updates to Section 9 cont’d

Amendments to set out requirements when a parent loses control of a subsidiary and to require entities to measure any
retained interest in a former subsidiary at its fair value at the date control is lost.

Source: IFRS Accounting, IFRS for SMEs Accounting Standard: Basic for Conclusions and Illustrative Financial Statements
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Updates to Section 11
Financial Instruments

06
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Main Updates to Section 11

Á Relocation of the requirements in the previous Section 12 to a
separate part of this section (Part II Other Financial
Instrument Issues).

Á Relocation to the new Section 12 of the requirements for
estimating fair value and disclosing information about fair
value measurements.

Á Removal of the option for an entity to apply the recognition
and measurement requirements of IAS 39

Á Addition of a supplementary principle for classifying debt
instruments based on their contractual cash flow
characteristics.

Á Addition of requirements to disclose an analysis of the age of
financial assets and a maturity analysis of financial liabilities.

Á The removal of the fallback to IAS 39 will
result in all SMEs applying consistent and
simplified requirements. This will reduce costs
for users of SMEs’ financial statements.

Á Supplementing the list of examples in Section
11 with the principle provides a clear rationale
for SMEs to classify financial instruments and
makes the Standard easier to apply if an SME
holds a financial instrument that does not
match the characteristics in the examples.

Á The ageing analysis disclosure will provide
users of SMEs’ financial statements with an
age profile of financial assets, enabling users
to assess an SME’s exposure to credit risk and
information about future cash flows.

Á The IASB does not expect the ageing analysis
to be costly for SMEs to prepare because a
similar analysis would be expected to be
provided by most SMEs’ reporting systems for
the purpose of managing receivables.
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What significant area did not change in Section 11?

Section 11 still contains the incurred loss model for impairment of financial assets at amortized cost.

The expected credit loss model was NOT introduced!

Source: IFRS Accounting, IFRS for SMEs Accounting Standard: Basic for Conclusions and Illustrative Financial Statements
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Polling question #2

What term replaces “significant
accounting policies” in the revised
Section 3?

A Key accounting principles

B Material accounting policy information

C Critical disclosures

D Accounting estimates



24 Third Edition of the IFRS for SMEs Standard

Updates to Section 12
Fair Value Measurement

07


































































