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2021 update on half-yearly financial reporting

Interim reporting in 2021

The requirements to prepare a half-yearly financial report stem
from section 4.2 of the Disclosure Guidance and Transparency
Rules (DTR) contained within the Financial Conduct Authority (FCA)
handbook. These rules require that a half-yearly financial report
covers the first six months of the financial year. They also specify
that it should contain, as a minimum, a condensed set of financial
statements (with selected explanatory notes), an interim
management report (IMR) and a responsibility statement; each of
which is described in further detail in the ‘Requirements for the
preparation and dissemination of half-yearly financial reports’
section below. The UK Listing Authority (UKLA) has periodically
issued additional guidance to clarify the requirements of the DTR.
UK companies preparing consolidated or single company financial
statements under IFRS Standards should prepare their half-yearly
condensed set of financial statements in accordance with IAS 34
Interim Financial Reporting.

The interim reporting landscape in 2021

Whilst there have been no changes to the requirements contained
within DTR 4.2 for half-yearly financial reporting, the scope of DTR
4.2 as a whole changed after the implementation period following
the UK's exit from the European Union (‘Brexit) ended on 31
December 2020 11pm UK time. DTR 4.2 now applies to all issuers
that have shares or debt securities admitted to trading on a UK
regulated market previously it applied to issuers whose shares or
debt securities were admitted to trading on an EEA regulated
market and whose Home State was the UK. In addition, related
changes have been made to the exemptions from preparing a half-
yearly financial report set out in DTR 4.4; including an exemption for
those third country (i.e. non-UK) companies that are established in
the EEA and are listed on a UK regulated market and would
otherwise be caught by DTR 4.2 provided that that the country in
which they are incorporated sets out equivalent requirements. The
application of DTR 4.2 to various types of company is set out on
page 13.

Half-yearly financial reports for accounting periods beginning on or
after 1 January 2021 must now comply with UK-adopted IFRS
Standards whereas interim periods beginning prior to 1 January
2021 must additionally comply with EU endorsed IFRS Standards.
The UK Endorsement Board maintains an adoption status report for
UK-adopted IFRS Standards on its website.

Amendments to IFRS Standards for periods commencing on or after
1 January 2021 are relatively minor and, in many cases, are likely to
have limited impact on half-yearly financial reports. One notable
change is the amendment to IFRS 16 Leases which extends, by one
year, the May 2020 amendment providing lessees with an
exemption from assessing whether a COVID-19-related rent
concession is a lease modification. This amendment has been
adopted for use in the UK and can be applied in half-yearly financial
reports for interim periods beginning on or after 1 January 2021. At
the time of writing, the amendment has not been endorsed for use
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in the EU and therefore it cannot be applied in interim periods
beginning prior to 1 January 2021. This is covered in more detail on
page 5.

Although lockdown measures are easing in many parts of the world
and parts of the economy are showing signs of recovery, the
macroeconomic environment and outlook remain highly uncertain.
Many companies continue to face uncertainty about their prospects
as a result of the ongoing impacts of the COVID-19 pandemic, the
UK's exit from the European Union, the impacts of climate change
and wider macroeconomic factors, all of which can present
reporting challenges for half-yearly financial reporters. Whilst
companies will have addressed many of these challenges in their
previous reporting against the backdrop of COVID-19, timely and
high quality interim reporting that reflects the ongoing uncertainties
companies face and their response to those uncertainties remains
as important to investors, creditors and other stakeholders as ever.

The Financial Reporting Council (FRC) highlights the importance of
good interim reporting in its Thematic Review: Interim Reporting,
published in May 2021. The FRC expects an interim report to:

e  Ensure that management commentaries detail important
events that have occurred during the first six months of the
financial year, and their impact on the financial statements.

e  Provide a comprehensive update of the principal risks and
uncertainties for the remaining six months of the financial year.

e Ensure APMs are explained, reconciled to IFRS measures and
not given undue prominence.

e  Give going concern disclosures that explain the basis of any
significant judgements, including whether there are any
associated material uncertainties, and the matters considered
when confirming the preparation of the financial statements on
a going concern basis.

e  Detail changes to key judgements and estimates with reasons
that enable users to understand management's views about
the future, and their impact on the interim financial statements.

e Explain in sufficient detail events and transactions that have a
material impact on the financial position and performance of
the company, such as impairments.

e  Focus on providing material disclosures that are clear and
concise.

Further detail from the FRC's thematic review as well as other areas
of consideration which are most likely to be relevant when
preparing a 2021 half-yearly financial report are discussed below.


https://www.endorsement-board.uk/adoption-status-report
https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
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A) Important events and transactions

Companies preparing condensed half-yearly financial reports are
required, in accordance with IAS 34: 15, to provide “an explanation
of events and transactions that are significant to an understanding
of the changes in financial position and performance of the entity
since the end of the last annual reporting period”. A similar
requirement is provided in DTR 4.2.7(1) which requires that an
interim management report includes “an indication of important
events that have occurred during the first six months of the financial
year, and their impact on the condensed set of financial
statements”. A non-exhaustive listing of events that may be
considered for disclosure, if significant, is provided by IAS 34: 15B.
Additionally, IAS 34: 16A includes further disclosures which should
be made in the notes to the interim financial statements or
elsewhere in the interim report.

As companies respond to the ongoing uncertainties arising from
COVID-19, Brexit, climate change and wider macroeconomic factors,
there are likely to be a number of important events in the first half
of 2021 that will require disclosure in both the interim management
report and the notes to the condensed financial statements.
Companies should focus on how key events have affected
operations and results, making sure that the interim management
report contains sufficient detail to explain why and how amounts
reported have changed, including all significant movements in
balance sheet line items. In accordance with paragraphs 17 and 31
of IAS 1 Presentation of Financial Statements, disclosures may need to
extend beyond the minimum requirements of IAS 34 if this is
considered necessary to enable a user to understand changes in
financial position and performance of the entity since the end of the last
annual reporting period. The FRC highlights in its Thematic Review:
Interim Reporting that better disclosures of significant events and
transactions are those which update the relevant information from the
last annual report by following the specific disclosure requirements of
IFRS Standards.

B) Judgements and estimates

Given the ongoing uncertainty, companies may need to revise their
estimates at the half year. Where this is the case, disclosures should
describe clearly the reasons for the change in estimate and also the
estimation methods used, particularly if assets and liabilities have
been subject to greater use of estimation methods than at the
previous year-end.

Additionally, the FRC expects companies to provide updated
disclosures in accordance with paragraphs 125 and 129 of IAS 1 for
new sources of estimation uncertainty or changes to the nature or
underlying assumptions of previously reported estimation
uncertainties. Similarly, for any new or updated judgements,
information should be disclosed in accordance with paragraph 122
of IAS 1. The FRC expects disclosures to be company specific and
quantified where possible. It also encourages companies to provide
more detailed disclosure in order to address the higher levels of
uncertainty that companies are facing, for example by disclosing
wider ranges in sensitivity analyses compared to those presented
historically.

C) Principal risks and uncertainties in the interim
management report

Half-yearly reporters are required to include a description of the
principal risks and uncertainties for the remaining six months of the
financial year to comply with DTR 4.2.7(2). Often companies will
include a statement that their principal risks and uncertainties have
remained unchanged since the date of the last annual report along
with a summary of those risks and a cross-reference to the more
detailed explanation in the last annual report. However, the ongoing
uncertainties may result in changes to principal risks and
uncertainties since the last annual report. For example continued
uncertainty as to when lockdown restrictions in the UK will end,
potential supply chain, workforce, technology and trading issues
resulting from Brexit or regulatory and government action to
transition to a low carbon economy may result in changes to
existing, or the emergence of new, principal risks and uncertainties
that require disclosure. In these circumstances, half-yearly financial
reporters will need to provide an update in the interim management
report, including the specific actions taken by management to
mitigate the impacts of the new or changed risk.

D) Presentation in the Statement of Profit or Loss

The messages from the FRC's December 2020 Company Guidance
(COVID-19) regarding disclosure of individually material items arising
as a direct result of COVID-19 remain relevant for the preparation of
2021 half-yearly financial reports. Whilst the guidance is specifically
focused on COVID-19 exceptional items, its principles equally apply
to other exceptional items.

Consistent with the requirements of IAS 34: 10 and IAS 34: 28, the
same principles should be applied regarding the use of additional
columns or line items in the half-yearly financial report as was
applied in the previous annual report, except for changes in
presentation that are due to be reflected in the next annual
financial statements. In particular, companies should continue to
follow their existing accounting policies in determining what items
should be disclosed, should avoid splitting discrete items on an
arbitrary basis and consider presentation that is most helpful to a
reader; be that in a single note or linking through cross reference.
Where subtotals or adjusted results are presented on the face of
the Statement of Profit or Loss, the requirements in IAS 1: 85
regarding how to present such items (including ensuring that they
are only comprised of amounts recognised and measured in
accordance with IFRS Standards) apply irrespective of whether
these are presented as additional line items or additional columns.
Additionally, any changes in presentation must comply with the
requirements of IAS 1: 99 that expenses be presented either by
nature or by function and not as a mixture of the two. Further detail
from the FRC guidance in this area is provided on page 25.

E) Alternative performance measures in the interim
management report

The ESMA Guidelines on Alternative Performance Measures (APMs)
apply equally to half-yearly financial reports as they do to annual
financial reports. The guidance applies to APMs presented both
inside and outside of financial statements as well as to APMs
presented only in narrative reporting, for example in the interim
management report. In it's November 2020 year-end letter to CEOs,


https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
https://www.frc.org.uk/getattachment/1c657620-7e15-401d-a74f-25e2305f1104/Company-Guidance-Covid-19-Updated-December-2020.pdf
https://www.frc.org.uk/getattachment/1c657620-7e15-401d-a74f-25e2305f1104/Company-Guidance-Covid-19-Updated-December-2020.pdf
http://www.frc.org.uk/document-library/corporate-reporting-review/2020/end-of-year-letter
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CFOs and Audit Committee Chairs, the FRC confirmed that it
expects UK companies to continue to apply the ESMA Guidelines on
APMs post Brexit.

In the current uncertain economic environment, companies may
decide to disclose new, or adjust existing APMs. Both ESMA (in its
additional O&A on the use of APMs in a COVID-19 environment and
in its Public Statement on the implications of COVID-19 for half-
yearly financial reports) and the FRC (in its December 2020
Company Guidance (COVID-19)) have previously issued guidance
which continues to be relevant. In particular, both the FRC and
ESMA urge companies not to exclude the pervasive effects of events
such as COVID-19 from existing APMs or to introduce new APMs to
do so. Instead, APMs should be presented consistently over time
and in line with the last annual report and the impacts of COVID-19
should be described in narrative form.

The FRC's Thematic Review: Interim Reporting and its Annual Review
of Corporate Reporting indicate that disclosure of APMs continues
to be an area of frequent findings. Companies are reminded that
APMs should have clear and accurate labelling, an explanation of
their relevance and use, be reconciled to the closest IFRS measure
and not be given more prominence than the equivalent IFRS
measures.

F) Impairment of assets and reversals of impairments

The requirements of IFRS Standards in respect of impairments and
reversals of impairments for annual financial statements apply
equally to half-yearly financial reports.

For many assets (including goodwill, property, plant and equipment,
intangible assets and investments in subsidiaries, joint ventures and
associates) this means assessing at the reporting date whether
there is an indication of impairment or reversal of a previous
impairment (except reversals of previous goodwill impairments are
prohibited - see below) and, if so, determining the recoverable
amount (the higher of value-in-use and fair value less costs of
disposal) in accordance with IAS 36 Impairment of Assets. For other
assets, the requirements of different IFRS Standards apply (notably
inventories measured at the lower of cost and net realisable value
under IAS 2 Inventories and financial assets subject to the expected
credit loss model of IFRS 9 Financial Instruments).

Itis likely that many companies, including those in travel, hospitality
and retail, will have recognised impairment losses within their
previous annual report driven by the negative impacts of the COVID-
19 pandemic. As a result of varying paths out of lockdown
restrictions around the world, Brexit impacting how companies will
trade in the future and creating commercial and operational
challenges, and regulatory and government responses to climate
change, further impairment indicators may exist at the half-year
reporting date.

Conversely, as companies return to a more normal pattern of
operations they may experience a better economic recovery than
previously estimated. In these circumstances, companies will need to
consider whether reversal of a previously reported impairment is
appropriate in their half-yearly financial report.
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In accordance with IAS 36: 114, an impairment loss recognised for an
asset other than goodwill (or a Cash Generating Unit (CGU)) may be
reversed if there has been a change in the estimates used to determine
the recoverable amount since the last impairment loss was recognised.
IAS 36: 115 indicates that a reversal of an impairment loss must reflect
an increase in the estimated service potential of the asset (or CGU)
either from use or sale, for example better than expected forecast
future cash flows or a lower discount rate where recoverable amount
was based on a value in use calculation. An increase in the recoverable
amount solely as a result of the passage of time does not constitute an
increase in service potential and therefore does not result in a reversal
of impairment. Further, in accordance with IAS 36: 124 and IFRIC
Interpretation 10 Interim Financial Reporting and Impairment, an
entity is prohibited from reversing an impairment loss recognised in
respect of goodwill. Where goodwill has been impaired at the
interim reporting date, the FRC encourages companies to make
reference to IFRIC 10.

Investors value updated disclosures in accordance with paragraphs
122 and 125 of IAS 1 about the significant judgements and
assumptions underlying the impairment assessments made. The
FRC, in its Thematic Review: Interim Reporting, highlights that
disclosures should include any significant judgements applied to
identify additional impairment indicators and also explanations
where significant judgement was necessary to conclude that no
indicators of impairment were present. It also encourages
companies to provide additional disclosures about impairment
losses and reversals as required by paragraphs 130 and updated
sensitivity analyses, including the disclosure of headroom as
required by IAS 36: 134(f) and 135(e). Further, where companies
with goodwill or indefinite life intangible assets have made changes
to the assumptions used in impairment assessments since the
previous reporting period, the FRC expects disclosure of the
updated assumptions, assumption values and the reasons for the
change in line with 1AS 36: 134.

G) Going concern

IAS 34 requires that a half-yearly financial report be prepared using
the same accounting policies and principals as an annual report,
including the requirements of IAS 1 in respect of going concern. Itis
therefore necessary to consider whether use of the going concern
basis in a half-yearly financial report is appropriate. Additionally, the
UK Corporate Governance code requires that “in annual and half-
yearly financial statements, the board should state whether it
considers it appropriate to adopt the going concern basis of
accounting in preparing them, and identify any material
uncertainties to the company’s ability to continue to do so over a
period of at least twelve months from the date of approval of the
financial statements’”.

Directors will need to exercise judgement about the nature and
extent of procedures that they apply to assess the going concern
assumption at the half-yearly date. For some companies, the
uncertainties arising from the COVID-19 pandemic and wider
macroeconomic factors may have already cast doubt on the
company’s ability to continue as a going concern in the previous
annual financial statements. For others, going concern might have
become a significant issue since then. Previous messages from the


https://www.esma.europa.eu/press-news/esma-news/esma-issues-new-qa-alternative-performance-measures-in-context-covid-19
https://www.esma.europa.eu/press-news/esma-news/esma-calls-transparency-covid-19-effects-in-half-yearly-financial-reports
https://www.frc.org.uk/getattachment/1c657620-7e15-401d-a74f-25e2305f1104/Company-Guidance-Covid-19-Updated-December-2020.pdf
https://www.frc.org.uk/getattachment/1c657620-7e15-401d-a74f-25e2305f1104/Company-Guidance-Covid-19-Updated-December-2020.pdf
https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
https://www.frc.org.uk/getattachment/d20135f8-c888-4300-a4ad-4ea0c17c1269/2020-Annual-Review-of-Corporate-Reporting.pdf
https://www.frc.org.uk/getattachment/d20135f8-c888-4300-a4ad-4ea0c17c1269/2020-Annual-Review-of-Corporate-Reporting.pdf
https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf

2021 update on half-yearly financial reporting

FRC in its Company Guidance (COVID-19) and ESMA in its Public
Statement remain relevant, especially the need to disclose any
material uncertainties that may cast significant doubt on the
company's ability to continue as a going concern in accordance with
paragraph 25 of IAS 1. Additionally, any significant judgements
applied in making the going concern assessment, including
judgements made in determining that there are no material
uncertainties, should be disclosed in accordance with I1AS 1: 122.

The FRC's Thematic Review: Interim Reporting sets out the types of
information given in the most informative going concern
disclosures. These provide a useful benchmark for this coming
half-yearly reporting season and are considered in more detail

on page 35.

The educational material issued by the IASB and the statement
issued by the International Organisation of Securities Commissions
(I0SCO) provide other useful guidance which directors may consider
when making their going concern assessment in the 2021 half-
yearly report.

H) Specific accounting considerations

The COVID-19 pandemic resulted in a number of specific
accounting challenges which are described in detail in Deloitte’s
comprehensive Need to know publication. Whilst many of these
challenges will have already been addressed and reflected in the
last annual report, a number of specific accounting issues are likely
to arise as companies continue to adapt to the effects of COVID-19
and wider macroeconomic events and uncertainties. Although
companies are unlikely to be impacted by all of the areas detailed
below, a number of them will likely require careful consideration in
preparing half-yearly financial reports.

Measuring interim income tax expense

IAS 34: B12-22 requires that the tax expense for an interim period
be calculated using an ‘effective tax rate’ (ETR) applicable to
expected total annual earnings. Consistent with tax accounting in
annual financial statements, this is calculated using tax rates and
law that have been substantively enacted at the half-yearly
reporting date (see also discussion for the impact of the 2021
Budget and other announcements on page 6 below). Changes in
tax law expected to occur in the second half of the year are not
anticipated. The requirements of IAS 12 Income Taxes in respect of
assessing whether sufficient taxable profits are expected to justify
the recognition of deferred tax assets also apply to half-yearly
financial reports.

Companies may face challenges in performing interim tax
calculations for each tax jurisdiction and each category of taxable
income. For example, the effects of events such as Brexit and
different government responses to the COVID-19 pandemic may
result in different patterns of economic recovery across the globe,
which in turn may lead to difficulties in forecasting multi-
jurisdictional total annual earnings.

Whilst IAS 34: B14 requires that there is a separate ETR for each tax
jurisdiction and, where applicable, each category of taxable income,
companies are permitted to use a weighted average of rates across
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jurisdictions or across categories of income, if it is a reasonable
approximation of the effect of using more specific rates. The FRC
expects half-yearly financial reports to disclose the basis for
determining the income tax rate applied at half-year. When a
weighted average of tax rates has been applied, companies should
disclose how that rate was determined.

The recognition of deferred tax assets will require careful
consideration. For some companies, forecast taxable profits
previously supporting recognition may no longer be expected to
occur. For other companies, the economic recovery may be better
than previously estimated, requiring a careful assessment as to
whether it is probable that there are sufficient future taxable
profits to support recognition of deferred tax assets.

In its Thematic Review: Interim Reporting, the FRC reminds half-
yearly financial reporters that they should be using assumptions
that are consistent with those used in going concern and
impairment assessments when assessing the carrying amounts of
deferred tax assets. Additionally, the FRC expects companies,
where relevant, to provide updated information about the amount
of tax losses for which deferred tax is not recognised in line with
IAS 12: 81(e) and to disclose clearly the evidence supporting the
recognition of deferred tax assets in line with I1AS 12: 82.

Defined benefit schemes

IAS 34: B9 requires that the pension cost for an interim period is
calculated on a year-to-date basis by using the actuarially-
determined pension cost rate at the end of the prior financial year,
adjusted for significant market fluctuations since that time and for
significant one-off events, such as plan amendments, curtailments
and settlements.

As a result of the ongoing volatility in financial markets, half-yearly
financial reporters should continue to assess whether a ‘significant
market fluctuation’ has occurred, for example a significant change in
the discount rate applied to the defined benefit obligation, which
would require remeasurement through other comprehensive
income.

In addition, a company’s response to COVID-19 and wider
macroeconomic uncertainties might include amending the terms of
a defined benefit plan or a significant reduction in the number of
employees covered by a plan (i.e. a curtailment). If this is the case, a
past service cost (positive or negative) will be recognised in profit or
loss and the current service cost and net interest after that event
will be based on the actuarial assumptions used in that calculation.

Other employee benefits

In response to the impacts of ongoing COVID-19-related measures,
post-Brexit trading challenges and climate-related actions to
transition to low carbon risks, companies may have made a number
of decisions in respect of their workforce. These could include
redundancies, continuation of salary payments (possibly at a
reduced level) while an employee’s activity is suspended, bonuses
for employees continuing to work in more challenging
circumstances, new incentive schemes linked to emissions and
other climate-related targets or deferrals of bonus payments


https://www.frc.org.uk/getattachment/1c657620-7e15-401d-a74f-25e2305f1104/Company-Guidance-Covid-19-Updated-December-2020.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-calls-transparency-covid-19-effects-in-half-yearly-financial-reports
https://www.esma.europa.eu/press-news/esma-news/esma-calls-transparency-covid-19-effects-in-half-yearly-financial-reports
https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
https://www.ifrs.org/news-and-events/news/2021/01/ifrs-foundation-publishes-edu-material-to-support-companies-in-applying-going-concern-requirements/
https://www.iosco.org/news/pdf/IOSCONEWS598.pdf
https://www.iosco.org/news/pdf/IOSCONEWS598.pdf
https://www.iosco.org/news/pdf/IOSCONEWS598.pdf
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-coronavirus
https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
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(possibly whilst extending the service period required). If it is now
less likely that an annual bonus will be paid, it will be necessary to
consider whether a legal or constructive obligation exists such that
an accrual should be made in interim financial statements in
accordance with the requirements of I1AS 34: B6.

The application of IAS 19 Employee Benefits to these arrangements
should be considered carefully and their effects disclosed when
significant.

Disclosure of seasonality and cyclicality

IAS 34: 16A(b) includes a requirement not relevant to annual
financial statements to provide “explanatory comments about the
seasonality or cyclicality of interim operations”.

The lockdown restrictions in the UK and elsewhere have significantly
affected operations and many companies have only recently begun
returning to a more normal pattern of trading after periods of
government-enforced inactivity. Trading levels in the first half of the
year may also have been impacted by Brexit. As a result, it is likely
that there will be significant variances from historic seasonal trends
which may require additional explanatory disclosure in the half-
yearly financial report.

Leases

With many properties closed as a result of the COVID-19 pandemic,
many lessees have sought to secure reduced or deferred lease
payments either through negotiations with their lessors or as a
direct result of government action.

In May 2020, the IASB amended IFRS 16 to permit lessees, as a
practical expedient, to elect not to assess whether COVID-19-
related rent concessions that result in a reduction in lease
payments originally due on or before 30 June 2021 (provided they
meet certain criteria) are lease modifications and to treat them as
variable lease payments instead. Due to the ongoing nature of the
COVID-19 pandemic, in March 2021, the IASB extended this
practical expedient to apply to rent concessions reducing lease
payments originally due on or before 30 June 2022 (provided all
other conditions for applying the practical expedient are met).
Deloitte’s Need to know publication provides further guidance on
these amendments.

Lessees that have already applied the practical expedient
introduced by the May 2020 amendment must also apply the
extended scope of the practical expedient to eligible contracts with
similar characteristics and in similar circumstances. Conversely,
lessees that have previously elected not to apply the practical
expedient to eligible rent concessions are not permitted to apply
the practical expedient resulting from the March 2021 amendment.
However, if a lessee has not previously established an accounting
policy on applying (or not applying) the practical expedient, it may
apply it on a retrospective basis to eligible contracts.

For those half-yearly financial reporters that are applying the
practical expedient for the first time, the FRC highlights in its
Thematic Review: Interim Reporting a number of disclosures it
expects companies to consider, including the accounting policy for
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rent concessions, how it has been applied and its impact on the
half-yearly financial report, information about related judgements
and updated maturity analysis for lease liabilities if there has been a
significant change in lease contractual cash flows.

The March 2021 amendment has been endorsed for use in the UK
and may be applied in half-yearly financial reports for interim
periods beginning on or after 1 January 2021. At the time of writing,
the March 2021 amendment has not been endorsed for use in the
EU and therefore it cannot be applied in interim periods beginning
prior to 1 January 2021 unless it has been additionally endorsed for
use in the EU by the date of approval of those interim financial
statements.

Accounting for government assistance

In response to COVID-19, governments have provided various forms
of assistance to companies that have experienced financial difficulty.
Government assistance may be in the form of income-based tax
credits dependent on taxable income or other forms of relief such
as furlough grants or rate reliefs which are not dependent on
taxable income. Due to the ongoing impacts of COVID-19, many
companies are continuing to receive this assistance. Companies
should apply consistent accounting policies to those applied at the
previous year end when the same forms of government assistance
are received during the half-year period. Additionally, disclosure of
government support that is relevant to an understanding of the
significant changes in the financial position and performance of the
company since the end of the last annual reporting period should
be provided in accordance with IAS 34: 15.

As companies evaluate the impacts of COVID-19 on their business,
they may determine that they no longer require previously received
government support. As a result, some companies may choose to
make voluntary repayments, for example of furlough income
received. In accordance with I1AS 37 Provisions, Contingent Liabilities
and Contingent Assets, an obligation for a voluntary repayment will
only arise when the company has created a valid expectation in
other parties that it will make the repayment. Care will therefore be
needed in determining the appropriate timing of recognition of any
repayment, and in the absence of any prior actions by the company,
this will generally be when the decision to repay has been formally
notified to the relevant authority. As a result, the accounting for the
benefits received arising from government support and the
subsequent repayment of those benefits might fall into different
accounting periods. Repayments should be presented consistently
with the original accounting for the government support received
and where the decision to repay has been made after the interim
reporting period, companies should consider whether this should
be disclosed as a non-adjusting event in accordance with IAS 34:
16A(h).

Events after the reporting date

As companies respond to the impacts of COVID-19 and wider
macroeconomic uncertainties (for example securing new lending
arrangements or announcing a decision to restructure), a thorough
review of events up to the date of approval of the half-yearly
financial report will be necessary to assess whether any accounting


https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/ntk-ifrs-16-amendment-covid-19
https://www.ifrs.org/news-and-events/news/2021/03/iasb-extends-support-covid-19-related-rent-concessions/
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-publishes-amendment-to-ifrs-16-to-extend-the-practical-relief-on-covid-19-related-rent-concessions
https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
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entries for adjusting events or disclosure of non-adjusting events
are required in accordance with IAS 34: 16A(h).

Classification of liabilities as current or non-current

The classification requirements of IAS 1 apply equally to half-yearly
financial reports. If a company no longer has the unconditional right
to defer payment for at least 12 months from the reporting date (for
example, because a covenant breach has occurred), reclassification
of a liability from non-current to current in the statement of financial
position will be required.

IAS 34: 15B(i) also includes a specific requirement to disclose any
loan default or breach of a loan agreement that has not been
remedied on or before the end of the reporting period.

Provisions and restructuring

The requirements of IAS 37 in respect of the recognition and
measurement of provisions apply equally to half-yearly and annual
financial statements. A provision should only be recognised if an
obligation exists at the half-yearly reporting date.

In the current uncertain environment, some companies may decide
to restructure their business to future-proof their operations and
increase business resilience. Decisions may be made to terminate
certain lines of business, certain business locations might be
earmarked for closure or significant changes in lines of
management might be planned. In order to recognise a provision
for restructuring at the half-yearly reporting date, there must be a
detailed formal plan and the company must have raised a valid
expectation in those affected that the plan will be carried out by, for
example, starting to implement the plan or by announcing the main
features to those affected by it.

Additionally, it may be necessary to consider the need to recognise
onerous contract provisions when, for example, the costs of
fulfilling a customer contract have increased due to factors such as
the need to purchase raw material at a higher price resulting from
supply chain issues caused by Brexit.

Inventory costing

In addition to considering net realisable value as noted above,
manufacturing companies may have to reassess their practices for
fixed overhead cost absorption as these should be allocated to each
unit of production based on the normal capacity of the production
facilities. If a company’s production levels are abnormally low, this
should result in excess overhead costs being recognised directly in
profit or loss rather than allocation of a higher cost to each unit of
inventory.

Revenue from contracts with customers and financial
instrument issues

Both IFRS 15 Revenue from Contracts with Customers and IFRS 9 are
broad ranging standards with complex requirements that could
apply in the current uncertain economic climate. Areas impacted might
include significant changes in contract balances, accounting for
unfulfilled performance obligations, a company's exposure to credit risk,
measurement of expected credit losses, credit risk management and
modification of financial liabilities. The FRC's Thematic Review: Interim
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Reporting provides a number of expectations with respect to these
standards which 2021 half-yearly financial reporters should take into
consideration. Deloitte's Need to know — Accounting considerations
related to the coronavirus 2019 disease also provides guidance to
illustrate the areas of these standards that might be affected as a
result of COVID-19.

Tax
In the 2021 UK Budget, the Government announced several
legislative changes to corporation tax including:

e Anincrease in the rate of corporation tax to 25% from 1 April
2023. Companies with taxable profits of £50,000 or less, will
continue to be taxed at 19% and a taper above £50,000 will be
introduced so that only companies with taxable profits greater
than £250,000 will be taxed at the full 25% rate.

e Companies with accounting periods ending between 1 April
2020 and 31 March 2022 will be permitted, after carry back to
the preceding year which remains unlimited, to carry back a
maximum of £2,000,000 of unused losses against trading
profits of the preceding two years.

e  For qualifying capital expenditures incurred from 1 April 2021
up to and including 31 March 2023, companies can claim:

- a130% super-deduction on most new plant and machinery
that ordinarily qualify for 18% main rate writing down
allowances; and

- afirst-year allowance of 50% on most new plant and
machinery investments that ordinarily qualify for 6% special
rate writing down allowances.

These changes were substantively enacted on 24 May 2021 and
fully enacted on 10 June 2021. As the increase in the UK corporation
tax rate does not take effect until 1 April 2023, the rate change
should have no impact on the calculation or measurement of
current taxes until after 1 April 2023.

However, IAS 12: 47 requires deferred tax balances to be measured
using the tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based on tax rates (and
tax laws) that have been enacted or substantively enacted by the
end of the reporting period. IAS 34 is not clear on how the impact of
a change in tax rate which takes effect in a later accounting period
should be reflected in the half-yearly financial statements which
include the date of substantive enactment of the change. There are
therefore two acceptable approaches. Companies should select one
of these two approaches and apply it consistently:

1. Spread the impact of the re-measurement of deferred tax
balances over the year by including the impact in the forecast
annual effective rate; or

2. Exclude the impact of the re-measurement of deferred tax
balances from the forecast annual effective tax rate and account


https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-coronavirus
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-coronavirus
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for it as a 'discrete’ tax charge or benefit in the period that
includes substantive enactment.

Careful consideration will be required in order to schedule out the
timing of the reversal of temporary differences in order to apply the
correct applicable tax rate(s) when measuring deferred tax
balances, and disclosure may be required if significant judgement is
involved.

Companies should include the impact of the other UK tax law
changes, such as the super deduction, in the forecast annual
effective tax rate for interim periods ending on or after 24 May
2021. Those who wish to adjust for the impact of the tax rate
change in their APMs are reminded that any adjustments should be
consistent with the previous accounting policy of adjusting for such
items.

Brexit

The UK ceased to be a member of the European Union on 31
January 2020 and, as noted above, following the end of the
implementation period on 31 December 2020, this has had an
impact on the scope of those companies required to produce a
half-yearly financial report under IAS 34 and the DTR. Half-yearly
financial reports for interim periods beginning on or after 1 January
2021 must now comply with UK adopted IFRS Standards. For
interim periods beginning prior to 1 January 2021, the EU
endorsement mechanism continues to apply.

Half-yearly financial reporters should determine whether there have
been any significant developments since the end of the previous
financial year as a result of Brexit, which may require disclosure in
accordance with IAS 34: 15. Where developments since the previous
year-end have had minimal impact on a company and its prospects,
the disclosure necessary to provide readers with an update is likely
to be more limited. Whilst predominantly written in relation to the
annual report, Deloitte’s Closing Out 2020 publication may assist in
determining the appropriate level of disclosure relating to Brexit,
including regulatory expectations in this area.

Complying with the recommendations of the Task Force on
Climate-related Financial Disclosures (TCFD)

In November 2020, the UK Government announced its intention to
establish mandatory TCFD-aligned disclosures across the UK
economy by 2025 with the majority of requirements in place by
2023, together with a Roadmap and a ten-point plan.

As a first step, in December 2020, the Financial Conduct Authority
(FCA) published a Policy Statement (PS20/17) and new listing rule LR
9.8.6R(8) requiring all premium listed companies to provide TCFD-
aligned disclosures, initially on a comply or explain basis, for
accounting periods beginning on or after 1 January 2021. Although
the disclosures may currently be provided on a comply or explain
basis, the FCA expects that a company would ordinarily “be able to
make climate-related financial disclosures consistent with the TCFD
Recommendations and Recommended Disclosures, except in
limited circumstances where it faces transitional challenges in
obtaining relevant data or embedding relevant modelling or
analytical capabilities”.
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The time needed to develop the capabilities to meet these
obligations should not be underestimated. Embedding climate
considerations into an organisation takes considerable time and
effort to identify, assess and manage risks and opportunities. In
addition, the requirement to give a timeframe and actions towards
full compliance will require urgent gap analysis to ensure companies
understand their readiness to give disclosures consistent with TCFD
in full and to be able to explain how they will address any areas
where they will not be able to meet the new requirements.

Although there is no requirement to provide TCFD-aligned
disclosures in the half-yearly financial report, companies should
consider providing an update on their roadmap towards full TCFD
disclosure as well as the progress made to date.

The FCA has recently published a consultation on extending the
requirements to issuers of standard listed equity shares (excluding
standard listed investment entities and shell companies) and
intends to consult, in due course, on proposals to strengthen the
compliance basis from a ‘comply or explain’ basis towards full
compliance.

Further information on this disclosure requirement is provided in
Deloitte's Need to know publication.

LIBOR reform

The interest rate benchmark reforms affect many companies, in
particular those with financial assets, financial liabilities or leases
linked to LIBOR rates.

On 5 March 2021, the FCA announced the specific dates of the
future cessation or loss of representativeness of 35 LIBOR
benchmark settings from sterling, US dollar, euro, Swiss franc and
Japanese yen LIBOR. Most of the LIBOR settings will either cease to
be provided by an administrator or no longer be representative
from 31 December 2021 which sets a deadline for contracts that
reference those LIBOR settings to be transitioned to new risk-free
rates. In some limited cases ‘synthetic’, non-representative, LIBOR
settings may be published for certain legacy contracts but will not
be available for new contracts.

The FCA announcement is likely to constitute a ‘significant event’ in
accordance with IAS 34.15 and, therefore, it is likely that half-yearly
financial reporters will need to provide an update, since year end, as
to their proposed transition to alternative benchmark rates
including plans to manage the transition, the extent of financial
assets, financial liabilities or lease liabilities impacted by the reform
and progress at the half-yearly reporting date.

As a result of the FCA announcement, companies will need to
ensure that there are appropriate policies and procedures in place
to ensure a smooth LIBOR transition by the end of the year.


https://www.iasplus.com/en-gb/publications/uk/roundup/accounting-roundup-closing-out-2019-1/at_download/file/Closing%20Out%202020%20FINAL.pdf
https://www.fca.org.uk/news/news-stories/fca-introduces-rule-enhance-climate-related-disclosures
https://www.fca.org.uk/news/press-releases/fca-consults-further-climate-related-disclosure-rules
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/fca-policy-statement-and-listing-rule-promoting-better-climate-related-financial-disclosures-aligned-with-tcfd/at_download/file/Need%20to%20Know%20publication%20PS20-17.pdf
https://www.fca.org.uk/publication/documents/future-cessation-loss-representativeness-libor-benchmarks.pdf
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Companies will need to appropriately identify all financial assets,
financial liabilities and leases affected by the reform and determine
the appropriate accounting treatment when changes to contractual
terms are made. The IASB issued amendments to IFRS 9, IAS 39 and
IFRS 7 in September 2019 to address accounting issues arising
before an existing interest rate is replaced with an alternative
benchmark interest rate. These amendments modify specific hedge
accounting requirements, avoiding the need to discontinue hedge
accounting relationships solely due to the uncertainty from the
reform. Further amendments were issued by the IASB in August
2020 which provide relief and reduce disruption to the accounting
for financial instruments, leases and hedge accounting as a result of
the transition to an alternative benchmark interest rate. These are
collectively referred to below as ‘the Amendments'.

Not all contractual changes will be covered by the Amendments,
and therefore careful consideration is required to determine the
appropriate accounting treatment. Changes in the formal
designation and documentation of hedge accounting relationships
will also be required and these must be made by the end of the
reporting period in which the uncertainties from the benchmark
reforms cease for the hedged item and/or hedging instrument. This
includes interim reporting periods if the entity is preparing interim
financial statements in accordance with IAS 34.

The Amendments also bring about a host of IFRS 7 disclosures for
the annual financial statements to enable a user to understand the
nature and extent of risks arising from interest rate benchmark
reform, how the company is managing those risks, its progress in
completing the transition to alternative benchmark interest rates
and how it is managing the transition.

Deloitte’s A Closer Look- Financial instrument disclosures when
applying Interest Rate Benchmark Reform - Phase 1 amendments
to IFRS 9 and IAS 39 and Phase 2 amendments to [FRS 9, IAS 39
IFRS 4 and IFRS 16 provides further guidance on the disclosures
introduced as a result of the Amendments.



https://www.iasplus.com/en-gb/publications/uk/need-to-know/2019/ntk-ibor-amendments
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/ntk-ibor-phase-2
https://www.iasplus.com/en-gb/publications/global/a-closer-look/ibor-disclosures
https://www.iasplus.com/en-gb/publications/global/a-closer-look/ibor-disclosures
https://www.iasplus.com/en-gb/publications/global/a-closer-look/ibor-disclosures
https://www.iasplus.com/en-gb/publications/global/a-closer-look/ibor-disclosures
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Other changes
As set out in the table opposite, a limited number of changes to IFRS

' ) ) New IFRS Standard or IASB mandatory UK/EU
Standards become effective for periods commencing on or after 1 Amendment effective date endorsed
January 2021. Although these changes do not amend the disclosure (periods mandatory
requirements of IAS 34, they may impact the underlying accounting commencingon  effective date
lied duri h iod: f | h ies h or after) (periods
applied during the period; for example, where companies have commencing on
taken advantage of the practical expedient relating to COVID-19- or after)*
related rent concessions (see above). Further information on all of
o ) ) Covid-19-Related Rent
the Changes can be found by C|\Cklﬂg the links prowded. Concessions (Amendment to IFRS 01-Jun-20 01-Jun-20
16)
In addmon,. compame; should cormderl Fhe |rﬁpact§ of recent IFRS Interest Rate Benchmark Reform —
Interpretations Committee agenda decisions including the agenda Phase 2 (Amendments to IFRS 9 01an-21 01an-21
decisions, issued in March 2019 and April 2021 which clarify how IAS 39, IFRS 7, IFRS 4 and IFRS 16)
Software-as-a-Service (SaaS) arrangements should be accounted Covid-19-Related Rent .
for. Deloitte’s A Closer Look publication provides further guidance Concessions beyond 30 June 2021 01-April-21 UK T,Bcp*n*_
on these agenda decisions. In accordance with 1AS 34: 16A(a), (Amendment to IFRS 16)
companies should provide a description of the nature and effect of Property, Plant and Equipment -
the change where material. Proceeds before Intended Use 01-an-22 UK - TBC/EU -
01-Jan-22
(Amendments to IAS 16)
UK GAAP requirements Annual Improvements 2018-2020 01an-22 UK -TBC/EU -
UK single companies which report under FRS 102 should follow FRS Cycle 01-jan-22
104 Interim Financial Reporting. As FRS 104 is based on IAS 34, but Reference to the Conceptual
. e . o - i UK - TBC/EU -
with a number of simplifications, many of the accounting principles Framework (Amendments to 01-Jan-22 01 jan-22
and areas of consideration discussed above would also generally IERS 3)
apply to an FRS 104 half-yearly report. Onerous Contracts — Cost of
UK - TBC/EU -
Fulfilling a Contract (Amendments 01-Jan-22
) ) IAS 37 01-Jan-22
There are two key changes to accounting requirements under FRS L0 IAS37)
102 which are effective for periods commencing on or after 1 IFRS 17 Insurance Contracts 01-Jan-23*+* TBC
January 2021 being Amendments to FRS 102 - Interest rate benchmark Amendments to [ERS 17 01-jan-23 TBC
reform (Phase 2) and Amendments to FRS 102 and FRS 105 - COVID-19-
related rent concessions beyond 30 June 2021. FRS 104 is not Classification of Liabilities as
Current or Non-Current 01-Jan-23**** TBC
amended by these changes but has been amended by Amendments Amendments to IAS 1)
to FRS 104- Going concern which clarifies the requirement for
. . ) Disclosure of Accounting Policies
management to assess thg going con.ceAm basis of accogntmg ahd (Amendments to AS 1 and IFRS 01 Jan 23 TBC
disclose any related material uncertainties when preparing interim Practice Statement 2)
financial statements in line with that standard. Additionally, both FRS e o e o .
E ted to Assets &
102 and FRS 104 have been amended by Amendments to UK and i ——
) - ) Liabilities arising from a Single ’ 5 8
Republic of Ireland accounting standards - UK exit from the European Transaction (Amendments o las 0133023 c
Union which amend the standards to reflect changes in UK 12)
company law following Brexit. These changes are unlikely to have an Definition of Accounting Estimates
- ®  01Jan-23 TBC

impact on interim financial reports prepared under FRS 104.

Amendments to IAS 8

* Half-yearly financial reports for interim periods beginning on or after 1 January 2021 must comply with UK adopted IFRS Standards. For interim periods beginning prior
to 1 January 2021, the EU endorsement mechanism continues to apply. See below for application of the March 2021 amendments related to COVID-19-related rent

concessions.

** The Amendment is effective for annual reporting periods beginning on or after 1 April 2021 with earlier application permitted. The Amendment has been endorsed for
use in the UK and may be applied in half-yearly financial reports for interim periods beginning on or after 1 January 2021. At the time of writing, the March 2021
amendment has not been endorsed for use in the EU and therefore it cannot be applied in interim periods beginning prior to 1 January 2021.

% |n June 2020, the IASB issued Amendments to IFRS 17 which defers the effective date of IFRS 17 until 1 January 2023. In addition the IASB issued Extension of the
Temporary Exemption from Applying IFRS 9 (Amendments to IFRS 4) which changes the fixed expiry date for the temporary exemption in IFRS 4 from applying IFRS 9, so that
entities would be required to apply IFRS 9 for annual periods beginning on or after 1 January 2023.

%% |n July 2020, the 1ASB issued Classification of Liabilities as Current or Non-current —Deferral of Effective Date which defers the effective date by one year to annual

reporting periods beginning on or after 1 January 2023.


https://www.iasplus.com/en-gb/publications/global/a-closer-look/saas-arrangements
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/ntk-ifrs-16-amendment-covid-19
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/ntk-ifrs-16-amendment-covid-19
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/ntk-ifrs-16-amendment-covid-19
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/ntk-ibor-phase-2
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/ntk-ibor-phase-2
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/ntk-ibor-phase-2
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-publishes-amendment-to-ifrs-16-to-extend-the-practical-relief-on-covid-19-related-rent-concessions
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-publishes-amendment-to-ifrs-16-to-extend-the-practical-relief-on-covid-19-related-rent-concessions
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-publishes-amendment-to-ifrs-16-to-extend-the-practical-relief-on-covid-19-related-rent-concessions
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-publishes-package-of-narrow-scope-amendments-to-ifrs-standards
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-publishes-package-of-narrow-scope-amendments-to-ifrs-standards
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-publishes-package-of-narrow-scope-amendments-to-ifrs-standards
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-publishes-package-of-narrow-scope-amendments-to-ifrs-standards
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-publishes-package-of-narrow-scope-amendments-to-ifrs-standards
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-publishes-package-of-narrow-scope-amendments-to-ifrs-standards
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-publishes-package-of-narrow-scope-amendments-to-ifrs-standards
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-publishes-package-of-narrow-scope-amendments-to-ifrs-standards
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-publishes-package-of-narrow-scope-amendments-to-ifrs-standards
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-publishes-package-of-narrow-scope-amendments-to-ifrs-standards
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-publishes-package-of-narrow-scope-amendments-to-ifrs-standards
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2017/need-to-know-iasb-issues-ifrs-17-insurance-contracts
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-issues-amendments-to-ifrs-17-insurance-contracts
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/ntk-amendments-to-ias-1
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/ntk-amendments-to-ias-1
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/ntk-amendments-to-ias-1
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-amends-ias-1-and-ifrs-practice-statement-2-with-regard-to-the-disclosure-of-accounting-policies
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-amends-ias-1-and-ifrs-practice-statement-2-with-regard-to-the-disclosure-of-accounting-policies
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-amends-ias-1-and-ifrs-practice-statement-2-with-regard-to-the-disclosure-of-accounting-policies
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-amends-ias-12-for-deferred-tax-related-to-assets-and-liabilities-arising-from-a-single-transaction
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-amends-ias-12-for-deferred-tax-related-to-assets-and-liabilities-arising-from-a-single-transaction
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-amends-ias-12-for-deferred-tax-related-to-assets-and-liabilities-arising-from-a-single-transaction
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-amends-ias-12-for-deferred-tax-related-to-assets-and-liabilities-arising-from-a-single-transaction
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-amends-ias-8-to-clarify-the-definition-of-accounting-estimates
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2021/need-to-know-iasb-amends-ias-8-to-clarify-the-definition-of-accounting-estimates
https://www.iasplus.com/en-gb/publications/uk/need-to-know/2020/need-to-know-iasb-issues-amendments-to-ifrs-17-insurance-contracts
https://www.iasplus.com/en-gb/publications/need-to-know-iasb-defers-effective-date-for-classification-of-liabilities-as-current-or-non-current
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Requirements for the preparation and
dissemination of half-yearly financial reports

This section summarises the regulatory requirements for half-yearly

financial reports of UK listed companies, covering:
e Thetiming and dissemination of half-yearly financial reports;
e The content of an interim management report;

e Theinclusion of a responsibility statement in half-yearly
financialreports;

e The content of a condensed set of financial statements;

e The provisions for single companies reporting under UK GAAP;

and

e The application of these requirements to companies with
securities listed or admitted to trading on the various
exchangesoperating in the United Kingdom.

Timing of half-yearly reporting and dissemination of
information

The half-yearly financial report must be published as soon as
possible but no later than three calendar months after the end of
the six-month period and disseminated in unedited full text
(including the auditor's review report where applicable) via a
regulated information service (RIS). The UKLA has clarified this
requirement, noting that inclusion of required information on a
company’s website but not in a RIS announcement is not
considered to fulfil the requirements of the DTR.

Further clarification was offered in March 2009, with the UKLA
making clear that a link to a PDF is not considered an acceptable

method of disseminating regulated information. The announcement
relating to the publication of the half-yearly report must also include

an indication of which website the document is available on.

In light of the corporate reporting challenges that companies faced
during the COVID-19 pandemic, the Financial Conduct Authority
(FCA) provided temporary relief and permitted listed companies an
additional month in which to publish their half-yearly financial
reports. The FCA has confirmed that this relief continues to apply
‘until the disruption abates'. Further information is available on the
FCA website. The London Stock Exchange has also confirmed that
previous temporary relief which permitted AIM companies an
additional month to finalise their half-yearly financial reports

continues to be available ‘until further notice of an orderly transition
back to standard reporting periods’. Companies should continue to

monitor developments in this area to check the reliefs are still
available when preparing their half-yearly financial reports.

Interim management report
The IMR is the narrative report which includes, as a minimum:

an indication of important events that have occurred during
the first six months of the financial year and their impact on the
condensed financial statements;

a description of the principal risks and uncertainties for the
remaining six months of the financial year; and

information on related party transactions.

Principal risks and uncertainties in half-yearly financial reports

The UKLA provided guidance in a technical note published in 2012 on
the extent of disclosure of principal risks and uncertainties expected
to be included in half-yearly financial reports stating that, where those
risks are deemed to be consistent with those disclosed in the previous
annual report, it is acceptable for a company to:

* state that the principal risks and uncertainties have not changed;
* provide a summary of those principal risks and uncertainties; and

¢ include a cross-reference to where a detailed explanation of the
principal risks and uncertainties can be found in the annual report.

With continued uncertainty as to when lockdown restrictions in the UK
and elsewhere will end, potential supply chain, workforce, technology
and trading issues resulting from Brexit and regulatory and government
action to transition to a low carbon economy, new or changes to existing
principal risks and uncertainties might arise such that inclusion of only a
statement of the type described above may not be appropriate.

Where risks and uncertainties have changed since the annual report,a
full description of the new principal risks and uncertainties should be
given. Under the UK Corporate Governance Code, boards should be
monitoring companies’ risk management systems on an ongoing basis.

The following information on related party transactions should be
disclosed in the IMR:

related party transactions that have taken place in the first six
months of the financial year which had a material effect on the
financial position or performance of the company/group; and

any changes in the related party transactions described in the

latest annual report which could have a material effect on the

financial position or performance of the company/group in the
first six months of the financial year.


https://www.fca.org.uk/markets/summary-temporary-reliefs-companies-reporting-published-financial-information
https://docs.londonstockexchange.com/sites/default/files/documents/Inside%20AIM%20-%20Covid%2019%20financial%20reporting%20deadlines.pdf
https://www.fca.org.uk/publication/ukla/tn-501-1.pdf
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There is, perhaps, a lack of clarity around the latter requirement.
There may be few instances of a change in a previously reported
related party transaction which would not in itself be a new
transaction (and therefore already be disclosed under the first point
above). An example of such a situation may be sales made to a
related party in the previous financial year where the absence of
these in the current period has had a material impact on the
group's financial performance. Given this apparent ambiguity, it may
be advisable for companies either to give comparative information
from the last annual report for any material related party
transactions or to state explicitly that no such changes have
occurred.

Companies not preparing consolidated accounts

In respect of related parties, companies subject to DTR 4.2 that are
not preparing consolidated accounts could be reporting under an
accounting framework other than IFRS Standards. To address the
possibility of such a framework lacking guidance on the nature of
related party disclosures, DTR 4.2.8R(2) requires companies not
preparing consolidated accounts to also disclose the following as a
minimum:

any transactions entered into with related parties by the company;

the amount of such transactions;

the nature of the related party relationship; and

other information about the transactions necessary for an
understanding of the financial position of the issuer;

if those related party transactions are material and if they have not
been carried out under normal market conditions, i.e. at arm'’s length.
The information disclosed may be aggregated according to the nature
of the transactions, except where separate information is necessary
for an understanding of the effects of the related party transactions
on the financial position of the company.

Going concern in half-yearly financial statements
In September 2014 the FRC published Guidance on Risk Management,
Internal Control and Related Financial and Business Reporting.

Under paragraph 30 of the 2018 UK Corporate Governance Code
directors should state in half-yearly financial statements whether
they considered it appropriate to adopt the going concern basis of
accounting in preparing them, and identify any material uncertainties
to the company’s ability to continue to do so over a period of at least
twelve months from the date of approval of the half-yearly financial
statements. The requirement for a longer-term viability statement is
only required by the Code in the annual report, not at the half-yearly
stage.

Guidance on the going concern basis of accounting and
material uncertainties

Appendix A of the FRC's Guidance on Risk Management, Internal Control and
Related Financial and Business Reporting, provides guidance on determining
whether to adopt the going concern basis of accounting, whether there
are material uncertainties and associated reporting.

Paragraph 10 of Appendix A explicitly addresses half-yearly financial
statements, stating that the same considerations should apply as for the
annual financial statements in relation to disclosures about the going
concern basis of accounting and material uncertainties. It goes on to
state that directors should therefore build on their understanding of
these matters since the completion of the last annual report, update
their conclusions on the basis of accounting and the existence of
material uncertainties and revise their disclosures as necessary.

In its Thematic Review: Interim Reporting, the FRC sets out the types of
information given in the most informative going concern disclosures and
these provide a useful benchmark for this coming reporting season. Half-
yearly financial reporters should also consider the previous messages
from the FRC in its Company Guidance (COVID-19) and ESMA in its Public
Statement which remain relevant, especially the need to disclose any
material uncertainties in accordance with paragraph 25 of IAS 1 and any
significant judgements applied in making the going concern assessment
in accordance with paragraph 122 of IAS 1. The educational material
issued by the IASB and the statement issued by the International
Organisation of Securities Commissions (I0SCO) provide other useful
guidance which directors may consider when assessing going concern
assessment in the 2021 half-yearly report.



https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
https://www.frc.org.uk/getattachment/1c657620-7e15-401d-a74f-25e2305f1104/Company-Guidance-Covid-19-Updated-December-2020.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-calls-transparency-covid-19-effects-in-half-yearly-financial-reports
https://www.esma.europa.eu/press-news/esma-news/esma-calls-transparency-covid-19-effects-in-half-yearly-financial-reports
https://www.ifrs.org/news-and-events/news/2021/01/ifrs-foundation-publishes-edu-material-to-support-companies-in-applying-going-concern-requirements/
https://www.ifrs.org/news-and-events/news/2021/01/ifrs-foundation-publishes-edu-material-to-support-companies-in-applying-going-concern-requirements/
https://www.iosco.org/news/pdf/IOSCONEWS598.pdf
https://www.iosco.org/news/pdf/IOSCONEWS598.pdf
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Responsibility statement

All companies must provide a responsibility statement in their half-
yearly financial report. Such a statement must be made by the
persons responsible within the company (usually the board of
directors). The responsibility statement should include the name
and function of any person making a statement. One or more
people are expected physically to sign the responsibility statement,
usually on behalf of the board of directors. Each company decides
who is considered responsible for the report.

Each person making a responsibility statement must confirm that to
the best of his or her knowledge:

e the condensed set of financial statements, which has been
prepared in accordance with the applicable set of accounting
standards, gives a true and fair view of the assets, liabilities,
financial position and profit or loss of the company and the
undertakings included in the consolidation as a whole;

e theinterim management report includes a fair review of the
information required (i.e. an indication of important events and
their impact and a description of the principal risks and
uncertainties for the remaining six months of the financial year);
and

e theinterim management report includes a fair review of the
information required on related party transactions.

"True and fair" in half-yearly financial reports

The requirement to confirm that the condensed set of financial
statements gives a true and fair view will be satisfied if the responsibility
statement includes a confirmation that the condensed financial
statements have been prepared in accordance with:

* |AS 34 as contained in UK-adopted IFRS;

» for UK companies not using UK-adopted IFRS, FRS 104 Interim
FinancialReporting; or

« for all other companies not using UK-adopted IFRS, a
nationalaccounting standard relating to interim reporting.

In all such cases, the person making the statement must have
reasonable grounds to be satisfied that the condensed set of financial
statements, prepared in accordance with such a standard, is not
misleading.

Condensed set of financial statements

UK companies preparing consolidated or single company financial
statements under IFRS Standards should prepare their half-yearly
condensed set of financial statements in accordance with IAS 34
Interim Financial Reporting. For periods commencing on or after 1
January 2021, the reference to ‘IFRS Standards' is to UK adopted
IFRS Standards. An illustrative half-yearly financial report in
accordance with IAS 34 and the DTR is included in this publication
as is a disclosure checklist containing all the requirements.

Condensed half-yearly financial statements should normally be
based on accounting policies and presentation that are consistent
with those in the latest published annual financial statements.

Where the accounting policies or presentation are to be changed in
the subsequent annual financial statements, the new accounting
policies or presentation should be followed in the half-yearly
condensed financial statements. Such changes, and the reason for
these, must be disclosed in the condensed half-yearly financial
statements.

If the condensed set of financial statements has been audited or
reviewed, the audit report or review report must, under the DTR, be
included in the half-yearly financial report in full. If no audit or
review has been performed, the condensed set of financial
statements must include a statement to this effect.

Half-yearly financial reports under UK GAAP

UK single companies which report under FRS 102 should follow FRS
104 Interim Financial Reporting. FRS 104 was based on the
requirements of IAS 34, although Appendix Il of FRS 104 lists the
significant differences between the two standards. The DTR
requirements for non-IAS 34 condensed financial statements are
set out below.

Minimum content of non-1AS 34 condensed financial statements

The condensed set of financial statements should include at least a
condensed balance sheet, a condensed profit and loss account and
explanatory notes on these condensed financial statements.

The condensed balance sheet and the condensed profit and loss
account should:

* be prepared using the same principles for recognition and
measurement as in the annual financial statements;

* show each of the headings and subtotals included in the company's
most recent annual financial statements. Additional line items should
be included if their omission would result in giving a misleading view
of the assets, liabilities, financial position and profit or loss of the
company.

The half-yearly financial information contained in the condensed
financial statements must include comparatives as follows:

* the comparative balance sheet as at the immediate preceding
financial year end; and

* the comparative profit and loss account for the comparable period
in the preceding financial year.

Although not explicitly required by the DTR, the condensed financial
statements should include a single condensed statement of
comprehensive income or a separate condensed income statement
and a separate condensed statement of comprehensive income, a
condensed statement of changes in equity and a condensed statement
of cash flows with their respective comparatives to comply with FRS
104.

The explanatory notes in the condensed financial statements should
contain sufficient information to enable a user to compare the
condensed half-yearly financial statements with the annual financial
statements. Also, sufficient information and explanations should be
included to aid the understanding of any material changes in amounts
and any developments in the half-year. FRS 104 prescribes certain
disclosures that should be included in the notes as set out in section 6
of the disclosure checklist.
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Application of DTR 4.2 ‘Half-yearly financial reports’

Type of company

Does DTR apply

Other comments

Ordinary shares

Required for companies with either a premium

Summary of application

As noted above, the scope of DTR 4.2
changed from 1 January 2021 after
the implementation period following
Brexit ended on 31 December 2020.
DTR 4.2 now applies to all issuers that
have shares or debt securities
admitted to trading on a UK-
regulated market; previously it
applied to issuers whose shares or
debt securities were admitted to
trading on an EEA-regulated market
and whose Home State was the UK.
The table opposite outlines the
application of DTR 4.2 and the AIM
Rules for Companies from 1 January
2021.

listed on main market v L

of the LSE or a standard listing.

Preference shares

listed on main market v

of the LSE
The AIM Rules for Companies require a
half-yearly financial report to be published
within three months. The London Stock
Exchange has confirmed that the previous
temporary relief permitting AIM companies an
additional month to finalise their half-yearly

Shares admitted to financial reports continues to be made

trading on Alternative available.

Investment Market

(AIM) [t must include at least a balance sheet, an
income statement, a cash flow statement and
comparatives for the corresponding period in
the preceding financial year. Accounting
policies should be consistent with those which
will be applied in the annual report.
Application of IAS 34 is not mandatory.

Retgul debt listed on Requirements around related parties in the IMR

main market of the v do not apply

LSE )

Retail debt listed on

Professional x

Securities Market
(PSM)

Wholesale debt listed
on LSE main market

Exempt per DTR
442

Wholesale debt listed
on PSM

X

Listed convertible
securities

Exempt per DTR
4.4.5

Retail and wholesale debt listed
onthe main market

From 1 July 2012 the threshold for
categorising debt as wholesale
increased from denominations of
€50,000 to €100,000 (or an
equivalent amount). From this
date, issuers of debt listed on the
main market with a denomination
per unit of less than €100,000 (i.e.
retail debt) are required to apply
DTR 4.2, whereas those with
denominations of at least €100,000
(i.e. wholesale debt) continue to be
exempted by DTR 4.4.2.

Issuers of debt securities with a
denomination of €50,000 or more, but
less than €100,000, issued before 31
December 2010, are exempted from
DTR 4.2 until further debt is issued
with a denomination of less than
€100,000.

Listed depositary
receipts

Exempt per DTR
447

AQSE Main Market

v

AQSE Growth Market

The AQSE Growth Market Rules (both Apex
and Access) require interim results for the first
half of each financial year to be published
within three months. The rules state that ‘the
half-yearly financial report should be prepared
using accounting standards consistent with
the issuer's annual financial report’ and should
include a statement of whether or not the
information has been audited or reviewed by
the issuer’s auditor.

Euronext London



https://docs.londonstockexchange.com/sites/default/files/documents/Inside%20AIM%20-%20Covid%2019%20financial%20reporting%20deadlines.pdf
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llustrative half-yearly financial report

This illustrative half-yearly financial report for the six months to

30 June 2021 has been developed to provide an example of the
typical disclosures which will be required of a UK listed company
with subsidiaries and associates reporting in accordance with 1AS 34
and the Financial Conduct Authority’s (FCA's) Disclosure Guidance
and Transparency Rules. The illustrative half-yearly financial report
does not contain a complete set of financial statements and
presumes the group has elected to present a condensed set of
financial statements, which is the typical UK practice.

{il ’ut!
r‘ulL k ‘;Im;

The illustrative half-yearly financial report contains an example of an
interim management report in compliance with the Disclosure
Guidance and Transparency Rules (DTR). The illustrative interim
management report was developed to provide examples of typical
disclosures and includes guidance notes on suggested content
areas.

This illustrative half-yearly financial report shows only one possible
presentation and does not illustrate notes required only in a full set
of financial statements.

There may be changes to standards which become effective in 2021
which differ from those expected at the time of preparation of this
illustrative report. In addition, the interpretation of IFRS Standards
will continue to evolve over time.

The wording used in this half-yearly financial report is purely
illustrative and, in practice, will need to be modified to reflect the
circumstances of a group and its business. Similarly, the structure of
the illustrative half-yearly financial report will not necessarily be
appropriate for all companies. In places, the illustrative half-yearly
financial report provides examples of possible disclosure dealing
with various scenarios. It may therefore contain internal
inconsistencies.
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Group plc
Responsibility statement

DTR 4.2.10 (3)+(4) We confirm that to the best of our knowledge:

a) the condensed set of financial statements has been prepared in accordance with UK-adopted IAS 34
‘Interim Financial Reporting’;

b) theinterim management report includes a fair review of the information required by DTR 4.2.7R
(indication of important events and their impact during the first six months and description of
principal risks and uncertainties for the remaining six months of the year); and

€) theinterim management report includes a fair review of the information required by DTR 4.2.8R
(disclosure of related parties' transactions and changes therein).

DTR4.2.11 By order of the Board",
[Signature] [Signature]
DTR4.2.10(2) Chief Executive Officer Chief Financial Officer
DTR4.2.10(2) [Name of signatory] [Name of signatory]
[Date] [Date]

" Based on FCA roundtable discussions, only one person has physically to sign the responsibility statement in accordance with the DTR, on behalf of those responsible, i.e.
the Board of Directors. However, it is for each entity to decide who and how many of those responsible should sign the responsibility statement. In the above illustrative
responsibility statement, both the signatures of the CEO and the CFO are given.

16
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Group plc
Interim management report

To the members of Group plc

Cautionary statement

This Interim Management Report (IMR) has been prepared solely to
provide additional information to shareholders to assess the Group's
strategies and the potential for those strategies to succeed. The IMR
should not be relied on by any other party or for any other purpose.

The IMR contains certain forward-looking statements. These
statements are made by the directors in good faith based on the
information available to them up to the time of their approval of this
report but such statements should be treated with caution due to the
inherent uncertainties, including both economic and business risk
factors, underlying any such forward-looking information.

This interim management report has been prepared for the Group
as a whole and therefore gives greater emphasis to those matters
which are significant to Group plc and its subsidiary undertakings
when viewed as a whole.

Important events and their impact on the condensed
financial statements

[Companies preparing condensed half yearly-financial reports are
required, in accordance with IAS 34. 15, to provide “an explanation of
events and transactions that are significant to an understanding of the
changes in financial position and performance of the entity since the end
of the last annual reporting period”. A similar requirement is provided in
DTR 4.2.7(1) which requires that an interim managementreport include
“an indication of important events that have occurred during the first six
months of the financial year, and their impact on thecondensed set of
financial statements”.

A non-exhaustive listing of events that may be considered for disclosure, if
significant, is provided by IAS 34: 15B. Additionally, IAS 34: 16A provides
further disclosures which should be made in the notes to the interim
financial statements or elsewhere in the interim report. Many companies
will provide some of this information in the interimmanagement report.

When providing disclosures, it is important to note that IAS 34 does not
specify the level of detail for the disclosures required by IAS 34: 15, 15B

and 16A. The guiding principle is that the interim disclosures should be

those that are useful in understanding the changes in financial position
and performance of the entity since the end of the last annual reporting
period.

Narrative disclosures in the interim management report should be
company-specific and consistent with disclosures in the notes to the
condensed financial statements, including appropriate linkages and
cross references where appropriate. The narrative disclosures should
also describe and, where possible quantify, the impacts the significant
events have on the condensed financial statements. They might typically
include the following areas:

Operations/long-term strategy and business objectives

A description of the operations of the entity including an update on
performance since the previous annual financial statements. ltems may
include:

e progress against strategy and new product launches;

e major write downs of inventory, material impairments or reversals of
impairments;

e major acquisitions, disposals and any other business restructuring;
e significant updates regarding the impacts of climate change on the
company (for example as a result of effects of regulatory and

government responses to climate change);

e significant tax events during the interim period such as annual
expected tax credits and one-off tax events;

e seealso those areas specified in IAS 34 as noted above which
companies might wish to include]

Key performance indicators
[see example disclosure below]
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Interim management report (continued)

Key performance indicators

As set out in our most recent annual report, we monitor our performance implementing our strategy
with reference to clear targets set for ten key performance indicators (KPIs). These KPIs are applied on a
Group wide basis. Performance in the six months ended 30 June 2021 and the targets are set out in the
table below, together with the prior year performance data. Further information on alternative
performance measures can be found on page [X].

Six months ended 30 June 2021 2020 Target

Financial KPIs

Return on capital employed X% X% X%
Profit before tax £ £ £

Gross margin x% x% x%
Percentage of revenue from new products X% X% X%
Basic earnings per share Xp Xp Xp
Diluted earnings per share Xp Xp Xp
Investment in core products £ £ £

Non-financial KPIs

Market share X% X% X%
Emissions intensity ratio x% x% x%
Lost time injury frequency rate (injuries per Tm hours X X X
worked)

The results in the table show that we met our targets for three of our ten KPIs. The directors believe
that, having achieved a market share of _% in 2021, the Group is still well placed to achieve its medium-
term target of _% market share by the end of 2022.

Given the challenging economic environment in which the Group is currently operating, the directors
consider the performance against revenue, gross margin and market share targets to be robust.

Whilst other performance measures may be discussed in this IMR, it is the above ten measures that the
directors utilise and apply as the Group's KPIs.
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Interim management report (continued)

DTR4.2.7 (1)

Results for the six months ended 30 June 2021
A summary of the key financial results is set out in the table below.

Key financials Revenue Gross margin Segment result
Six months ended 30 June 2021 2020 2021 2020 2021 2020
£'000 £'000 % % £'000 £000

By business (excluding
discontinued operations)
[Segment A]

[Segment B]
[Segment C]
[Segment D]
[Other]

Group total

[Explanations should be provided for movements in revenue, gross margin and profit. This might usefully explain variances in
segment performance and why performance may be better/worse than suggested it might have been in the previous annual
financial report for example if there has been an acquisition that might have offset lower activity.]

Alternative performance measures

This interim management report contains multiple alternative performance measures. The table below sets out the
definitions of such measures, reconciliations to amounts presented in the financial statements and the reason for their
inclusion in this report. The metrics presented are consistent with those presented in our previous annual report and
there have been no changes to the bases of calculation.

[Insert appropriate information in the below table for any alternative performance measures provided. Examples of metrics this
would apply to include return on capital employed, like-for-like revenue, operating profit, constant currency profit and net debt.

In its Thematic Review: Interim Reporting and its Annual Review of Corporate Reporting, the FRC indicates that disclosure of APMs
continues to be an area where it has frequent findings. Companies are reminded that APMs should have clear and accurate
labelling, an explanation of their relevance and use, be reconciled to the closest IFRS measure and not be given more prominence
than the equivalent IFRS measures. Additionally, specific explanations should be given as to why management has classified
items as exceptional (for example impairment of assets) and the rationale for such classification in order to meet the
expectations of investors. The FRC expects companies to provide specific, rather than general, explanations for all material
classes of adjusting or exceptional itemns.

In the current uncertain economic environment, companies may decide to disclose new, or adjust existing APMs. Both ESMA (in
its Public Statement on the implications of COVID-19 for half-yearly financial reports and in its additional O&A on the use of
APMs in a COVID-19 environment ) and the FRC (in its December 2020 Company Guidance (COVID-19)) have previously issued
guidance which continues to be relevant. In particular, both the FRC and ESMA urge companies not to exclude the pervasive
effects of events such as COVID-19 from existing APMs or to introduce new APMs to do so. APMs should be presented consistently
over time and in line with the last annual report. Where there has been a change in APMs, an explanation should be provided in
accordance with the ESMA Guidelines on APMs (see 10.6 and 10.7 in the accompanying checklist). The guidance applies to APMs
presented both inside and outside of financial statements aswell as APMs presented only in the interim management report.]

Metric Definition Reconciliation to financial statements Purpose
2021 2020


https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
https://www.frc.org.uk/getattachment/d20135f8-c888-4300-a4ad-4ea0c17c1269/2020-Annual-Review-of-Corporate-Reporting.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-calls-transparency-covid-19-effects-in-half-yearly-financial-reports
https://www.esma.europa.eu/press-news/esma-news/esma-issues-new-qa-alternative-performance-measures-in-context-covid-19
https://www.frc.org.uk/getattachment/1c657620-7e15-401d-a74f-25e2305f1104/Company-Guidance-Covid-19-Updated-December-2020.pdf
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COoVID-19

[A number of companies, including those in travel, hospitality and retail, continue to face uncertainty about their prospects as a result of
the COVID-19 pandemic. Disclosures should be company-specific as to the impacts that COVID-19 has had on the company’s operations
(for example supply chain disruption), financial performance, financial position and cash flows (for example, details of the company’s
liquidity position and its liquidity risk management strategy), should include measures taken to address and mitigate the effects of
COVID-19 (for example government support measures/planned contract renegotiations) and should include expected future effects. Both
ESMA (in its Public Statement on the implications of COVID-19 for half-yearly financial reports) and the FRC (in its December
2020 Company Guidance (COVID-19)) have previously issued guidance which 2021 half-yearly financial reporters might find useful
when determining the level of detail to provide.]

Dividend and dividend policy
In line with the Group's dividend policy, the Board has approved an interim dividend of _pence (2020: _pence) on [date
after 30 June 20217, which will be paid on [date] to those shareholders on the register at [date].

Financial position

[This might include narrative information covering movements in net assets and key movements in the Statement of Financial
Position. Areas to consider include a description of the borrowing facilities, movements in debt, explanations of significant
movements in current and deferred tax assets and liabilities, significant movements in credit risk exposure (for example on
receivables and contract assets), significant changes in revenue contract balances and updated information regarding changes in
right-of-use-assets and lease liabilities.

When providing an update with respect to movements in current and deferred tax assets and liabilities, the FRC indicates in its
Thematic Review: Interim Reporting that companies should consider the disclosure requirements of IAS 12 including the amount of
deferred tax assets and liabilities recognised at the half year in relation to each type of temporary difference and unused tax loss
or credit.

Where companies provide updated credit risk disclosures, the FRC highlights that helpful disclosures might include an update of
debtors’ days past due information and the measures that the company is taking in response to the increased credit risk. Where
relevant, companies are also expected to disclose any changes in approach to measuring expected credit loss (ECL) provisions and
credit risk management including any significant changes to ECL models and assumptions and reasons for the changes in
assumptions.

Additionally, where companies have experienced significant movements in revenue contract balances, the FRC expects companies
to consider using qualitative and quantitative information in line with the disclosure requirements of IFRS 15: 118.]

Cash flow
[Describe significant cash flow movements and the reasons for the movements.]

Retirement benefits
[Describe movements in the retirement benefit liability of the group and the reasons for significant movements, for example
changes in scheme asset values.]

Events after the reporting period
On [date] the premises of [name of subsidiary] were seriously damaged by fire. Insurance claims have been made but the
cost of refurbishment is currently expected to exceed these by £_million.


https://www.esma.europa.eu/press-news/esma-news/esma-calls-transparency-covid-19-effects-in-half-yearly-financial-reports
https://www.frc.org.uk/getattachment/1c657620-7e15-401d-a74f-25e2305f1104/Company-Guidance-Covid-19-Updated-December-2020.pdf
https://www.frc.org.uk/getattachment/1c657620-7e15-401d-a74f-25e2305f1104/Company-Guidance-Covid-19-Updated-December-2020.pdf
https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
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Related party transactions
Related party transactions are disclosed in note 26 to the condensed set of financial statements.

There have been no material changes in the related party transactions described in the last annual report.

[When making related party disclosures, the FRC expects companies to consider the disclosure requirements of paragraphs 13 to
27 of IAS 24 Related Party Disclosures as indicated in its Thematic Review: Interim Reporting.]

Principal risks and uncertainties

[The DTR require that an interim management report include “a description of the principal risks and uncertainties for the
remaining six months of the financial year”. Following guidance in a UKLA technical note published in 2012, IMRs often address
this requirement by inclusion of:

e gstatement that the principal risks and uncertainties have not changed since the date of the last annual report;
e g summary of those principal risks and uncertainties; and
e g cross-reference to where a detailed explanation of the principal risks and uncertainties can be found in the annual report.

With continued uncertainty as to when lockdown restrictions in the UK and elsewhere will end, potential supply chain, workforce,
technology and trading issues resulting from Brexit and regulatory and government action in response to climate change, new or
changes to existing principal risks and uncertainties might arise such that inclusion of only a statement of the type described
above may not be appropriate. If the principal risks and uncertainties have changed since the annual report, the entity should
describe the new company-specific principal risks and uncertainties in the interim management report including any specific
actions taken by management to mitigate their impacts.]

There are a number of potential risks and uncertainties which could have a material impact on the Group’s performance over the
remaining six months of the financial year and could cause actual results to differ materially from expected and historical results.

Climate change
As a result of regulatory and government action in response to climate change, the group has identified the following
additional principal risk and uncertainty affecting the remaining six months of the financial year.

[Include full description of the new principal risk and uncertainty together with an explanation of how that risk is managed or
mitigated].

Except as set out above, the directors do not consider that the principal risks and uncertainties described in the annual
report for the year ended 31 December 2020 have changed. A detailed explanation of the risks summarised below, and
how the Group seeks to mitigate the risks, can be found on pages [] to [] of the annual report which is available at
[website address].


https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
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Competitor risk
The Group operates in a highly competitive market with significant product innovations. We are subject to the threat of
our competitors launching new products in our markets and to price pressures on existing products.

Commercial relationships
The Group benefits from close commercial relationships with a number of key customers and suppliers. Damage to or
loss of any of these relationships could have a direct and detrimental effect on the Group's results.

Manufacturing
The Group's manufacturing facilities could be disrupted for reasons beyond the Group’s control such as fire, work force
actions or other issues.

Foreign exchange
The Group has significant operations outside the UK and as such is exposed to movements in exchange rates.

Economy
The current economic environment may lead to a longer-term fall in demand for the Group’s products and service and an
increase in the prices of raw materials used in the manufacturing process.

Going concern

As stated in note 2 to the condensed financial statements, the directors are satisfied that the Group has sufficient
resources to continue in operation for the foreseeable future, a period of not less than 12 months from the date of this
report. Accordingly, they continue to adopt the going concern basis in preparing the condensed financial statements.

Future outlook

[Describe the future outlook and expected future performance [across segments] including, for example, future sales, expected
future margins, price pressures, future restructuring activities, how the company might adapt its business model and strategy inthe
short/medium term for the impacts of COVID-19, Brexit and climate change.]

[Address of registered office]
By order of the Board,

[Signature]? [Signature]

Chief Executive Officer Chief Executive Officer
[Name of signatory] [Name of signatory]
[Date]® [Date]

included as an illustration of the document formally approved by the directors, but is not required to be reproduced in the disseminated text
I report must be made public as soon as possible, but no later than three months after the end of the six-month period. See page 10 for guidance

from the FCA and the London Stock Exchange regarding temporary filing reliefs.
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Independent review report to Group plc*

DTR 4.2.9 We have been engaged by the company to review the condensed set of financial statements in the half-yearly financial
report for the six months ended 30 June 20271 which comprises the condensed consolidated Statement of Profit or Loss,
the condensed consolidated Statement of Comprehensive Income, the condensed consolidated Statement of Changes in
Equity, the condensed consolidated Statement of Financial Position, the condensed consolidated Statement of Cash flows
and related notes 1 to 26. We have read the other information contained in the half-yearly financial report and considered
whether it contains any apparent misstatements or material inconsistencies with the information in the condensed set of
financial statements.

Directors’ responsibilities

The half-yearly financial report is the responsibility of, and has been approved by, the directors. The directors are
responsible for preparing the half-yearly financial report in accordance with the Disclosure Guidance and Transparency
Rules of the United Kingdom's Financial Conduct Authority.

As disclosed in note 2, the annual financial statements of the group will be prepared in accordance with United Kingdom
adopted International Financial Reporting Standards. The condensed set of financial statements included in this half-
yearly financial report has been prepared in accordance with United Kingdom adopted International Accounting Standard
34 “Interim Financial Reporting”.

Our responsibility
Our responsibility is to express to the Company a conclusion on the condensed set of financial statements in the half-
yearly financial report based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements (UK and Ireland) 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity” issued by the Financial
Reporting Council for use in the United Kingdom. A review of interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing (UK) and consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the condensed set of financial
statements in the half-yearly financial report for the six months ended 30 June 2021 is not prepared, in all material
respects, in accordance with United Kingdom adopted International Accounting Standard 34 and the Disclosure Guidance
and Transparency Rules of the United Kingdom's Financial Conduct Authority.

Use of this report

This report is made solely to the company in accordance with International Standard on Review Engagements (UK and
Ireland) 2410 “Review of Interim Financial Information Performed by the Independent Auditor of the Entity” issued by the
Financial Reporting Council. Our work has been undertaken so that we might state to the company those matters we are
required to state to it in an independent review report and for no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the company, for our review work, for this report, or for
the conclusions we have formed.

Deloitte LLP
Statutory Auditor
[Date] [City, United Kingdom]

4This report has been prepared on the basis that the auditor has not adopted ISRE UK 2410 which applies for periods commencing on or after 15 December 2021.
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Condensed consolidated Statement of Profit or Loss
Six months ended 30 June 2021

IAS 34.8

IAS 34.10 Note
Continuing operations

IAS 1.82 Revenue 3

Cost of sales
Gross profit

Other operating income
Distribution costs
Administrative expenses
Other operating expenses
IAS 1.82(ba) Impairment losses and gains (including reversals
of impairment losses) on trade and other receivables and
contract assets
IAS 1.82 Share of results of associates and joint ventures

Operating profit

IAS 1.82(a)(i) Finance income - interest income
Finance income - other

IAS 1.82(aa) Gains and losses arising from the derecognition of financial
assets measured at amortised cost

IAS 1.82(ca) Gains and losses on reclassification of financial assets from
amortised cost to FVTPL

IAS 1.82(cb) Gains and losses on reclassification of financial assets from
FVTOCI to FVTPL

IAS 1.82(ba) Impairment losses and gains (including reversals of

impairment losses) on other financial assets
Other gains and losses
IAS 1.82 Finance costs

Profit before tax
IAS 1.82 Income Tax 9

Profit for the period from continuing operations

Discontinued operations

IAS 1.82 Loss for the period from discontinued operations 10
IAS 1.82 Profit for the period
IAS 1.81B Attributable to:

Owners of the company
Non-controlling interest

Six months ended 30 June

2021
£'000
(Unaudited)

2020
£'000
(Unaudited)

Year-ended
31 December
2020°

£000
(Audited)

> Although not required by IAS 34, the comparative figures for the preceding year end and the related notes have been included on a voluntary basis
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Group plc
Condensed consolidated Statement of Profit or Loss (continued)
Six months ended 30 June 2021

IAS 33.66 Earnings per share
From continuing operations
Basic 12
Diluted 12
IAS 34.11A From continuing and discontinued operations
Basic 12
Diluted 12
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Six months ended 30 June 2021

IAS 34.8, IAS 34.10 Six months ended 30 June Six months ended 30 June
IAS 1.81B/82A 2021 2021 2020 2020
£000 £000 £000 £000

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Profit for the period

Items that will not be reclassified
subsequently to profit or loss:
Gains/(losses) on property revaluation
Remeasurement of net defined benefit liability
Fair value gain/(loss) on investments in equity
instruments designated as at FVTOC]

Fair value gain/(loss) on financial liabilities
designated as at FVTPL attributable to
changes in credit risk

Share of other comprehensive income of
associates

Share of other comprehensive income of joint
ventures

Income tax relating to items that will not be
reclassified subsequently to profit or loss

Items that may be reclassified
subsequently to profit or loss:

Debt instruments measured at FVTOC!:

Fair value gain/(loss) on investments in debt
instruments measured at FVTOC|

Less: Cumulative (gain)/loss on investments in
debt instruments classified as at FVTOCI
reclassified to profit or loss upon disposal
Less: Cumulative (gain)/loss on investments in
debt instruments classified as at FVTOCI
reclassified to profit or loss upon
reclassification from FVTOCI to FVTPL

Cash flow hedges:

Fair value gain/(loss) arising on hedging
instruments during the period

Less: Cumulative (gain)/loss arising on hedging
instruments reclassified to profit or loss

Foreign currency translation, net of investment
hedges of a foreign operation:

Foreign exchange differences on translation of
foreign operations

Less: (Gain)/loss reclassified to profit or loss on
disposal of foreign operation
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2020
£000
(Audited)

2020
£000
(Audited)
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Condensed consolidated Statement of Comprehensive Income (continued)

Six months ended 30 June 2021

IAS 34.8, IAS 34.10 Six months ended 30 June
IAS 1.81B/82A 2021 2021
£000 £000

(Unaudited) (Unaudited)
Gain/(loss) arising on hedging instruments
designated in hedges of the net assets in
foreign operation
Less: (Gain)/loss on hedging instruments
reclassified to profit or loss on disposal of
foreign operation

Cost of hedging:
Changes in the fair value during the period

in relation to transaction- related hedged
items

Changes in the fair value during the period
in relation to time-period related hedged
items

Less: Cumulative (gain)/loss arising on
changes in the fair value in relation to
transaction-related hedged items
reclassified to profit or loss

Less: Amortisation to profit or loss of
cumulative (gain)/loss arising on changes
in the fair value in relation to time-period
related hedged item

Share of other comprehensive income of
associates

Share of other comprehensive income of
joint ventures

Income tax relating to items that may be
reclassified subsequently to profit or loss

Other comprehensive income for the
period net of income tax

Total comprehensive income for the
period

Total comprehensive income attributable
to:

Owners of the Company

Non-controlling interests

Six months ended 30 June

2020
£000
(Unaudited)

2020
£000
(Unaudited)

Year-ended 31 December?®

2020
£000
(Audited)

6 Although not required by IAS 34, the comparative figures for the preceding year-end and the related notes have been included on a voluntary basis
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£000
(Audited)
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Condensed consolidated Statement of Financial Position
Six months ended 30 June 2021

IAS 34.8

IAS 1.54
IAS 1.54
IAS 1.55
IAS 1.54

IAS 1.54
IAS 1.54&55
IAS 1.56

IAS 1.55
IAS 1.55

IAS 1.54

IAS 1.55
IAS 1.55

IAS 1.54
IAS 1.54

IAS 1.54

IAS 1.54

IAS 1.54

IAS 1.54

IAS 1.54

Non-current assets

Goodwill

Other intangible assets
Property, plant and equipment
Right-of-use assets

Investment property

Interests in associates Interests in joint ventures

Investments in financial assets
Finance lease receivables
Deferred tax asset

Derivative financial instruments
Contract assets

Contract costs

Current assets

Inventories

Investments in financial assets
Contract assets

Contract costs

Finance lease receivables
Trade and other receivables
Cash and cash equivalents
Derivative financial instruments
Assets classified as held for sale

Total assets

Current liabilities

Trade and other payables
Current tax liabilities

Lease liabilities

Borrowings

Other financial liabilities
Provisions

Derivative financial instruments

Deferred income - government grant

Contract liabilities
Refund liability

Liabilities directly associated with assets classified

as held for sale

Net current assets

Note

22

24

19
22,24
17

14,22

22,24
23

30 June
2021

£000
(Unaudited)

30 June 31 December

20207
£000
(Unaudited)

20208
£000
(Audited)

7 Although not required by IAS 34, the comparative amounts at 30 June 2020 and the related notes have been included on a voluntary basis
8 IAS 34.20(a) requires the Statement of Financial Position to include comparatives as of the end of the preceding financial year

28



2021 update on half-yearly financial reporting

Group plc

Condensed consolidated Statement of Financial Position (continued)

Six months ended 30 June 2021

Non-current assets
Borrowings
Convertible loan notes
Retirement benefit obligations
IAS 1.56 Deferred tax liabilities
IAS 1.54 Provisions
Deferred income - government grant
Contract liabilities
Lease liabilities
Liability for share based payments

Total liabilities
Net assets

Equity

Share capital

Share premium account
Other reserves
Retained earnings

IAS 1.54 Equity attributable to owners of the
company
IAS 1.54 Non-controlling interest

Total equity

Note

14,22

21

23

15

30 June
2021
£000

(Unaudited)

30 June 31 December

2020°
£000
(Unaudited)

2020
£000
(Audited)

9 Although not required by IAS 34, the comparative amounts at 30 June 2020 and the related notes have been included on a voluntary basis
10 1AS 34.20(a) requires the Statement of Financial Position to include comparatives as of the end of the preceding financial year
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Group plc
Condensed consolidated Statement of Changes in Equity
Six months ended 30 June 2021

IAS 34.8 Equity attributable to owners of the company
IAS 1.106-110
Option  Financial
premium liabilities Foreign Share-

Share Properties on atFVTPL Cash flow Costof exchange based Non-
Share premium revaluation Own convertible credit risk hedging hedging translation payments Retained controlling
Capital account reserve shares notes reserve reserve reserve reserve reserve  earnings Total interest
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000

Balance at 1 January
2021

Effect of change in
accounting policy
Balance at 1 January
2021 as restated

Total
equity
£000

Profit for the period
Other comprehensive
income for the period

Total comprehensive
income for the period

Issue of share capital
Dividends

Transfer of cash flow
hedging (gains)/ losses and
cost of hedging to the
initial carrying amount of
hedged items

Transfer of credit risk
reserve upon
derecognition of the
related financial liabilities
Own shares acquired in
the period

Credit to equity for
equity-settled share-
based payments
Deferred tax on share-
based payment
transactions

Adjustment arising from
change in non-controlling
interest

Recognition of equity
component of convertible
loan notes

Deferred tax on equity
component of convertible
loan notes

Balance at 30 June
2021 (Unaudited)
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Condensed consolidated Statement of Changes in Equity (continued)
Six months ended 30 June 2020

IAS 34.8 Equity attributable to owners of the company
IAS 1.106-110
Option  Financial
premium liabilities Foreign Share-

Share Properties on atFVTPL Cash flow Cost of exchange based Non-
Share premium revaluation Own convertible credit risk hedging hedging translation payments Retained controlling
Capital account reserve shares notes reserve reserve reserve reserve reserve  earnings Total interest
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000

Balance at 1 January
2020

Total
equity
£000

Profit for the period
Other comprehensive
income for the period

Total comprehensive
income for the period

Issue of share capital
Dividends

Transfer of cash flow
hedging (gains)/ losses
and cost of hedging to
the initial carrying
amount of hedged items
Transfer of credit risk
reserve upon
derecognition of the
related financial liabilities
Own shares acquired in
the period

Credit to equity for
equity-settled share-
based payments
Deferred tax on share-
based payment
transactions

Balance at 30 June
2020 (Unaudited)

31



2021 update on half-yearly financial reporting

Group plc

Condensed consolidated Statement of Changes in Equity (continued)
Year ended 31 December 2020

IAS 34.8
IAS 1.106-110

Share
Capital
£000

Balance at 1 January
2020

Share Properties
premium revaluation

account
£000

reserve
£000

Equity attributable to owners of the company

Option  Financial

premium liabilities Foreign
on at FVTPL  Cash flow Costof exchangeShare-based Non-
Own convertible credit risk hedging hedging translation payments Retained controlling
shares notes reserve reserve reserve reserve reserve  earnings Total interest
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000

Total
equity
£000

Profit for the period
Other comprehensive
income for the period

Total comprehensive
income for the period

Issue of share capital
Dividends

Transfer of cash flow
hedging (gains)/ losses
and cost of hedging to the
initial carrying amount of
hedged items

Transfer of credit risk
reserve upon
derecognition of the
related financial liabilities
Own shares acquired in
the period

Credit to equity for
equity-settled share-
based payments
Deferred tax on share-
based payment
transactions

Balance at 31
December 2020
(Audited)"

" Although not required by IAS 34, the comparative figures for the preceding year and the related notes have been included on a voluntary basis
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Group plc
Condensed consolidated Statement of Cash Flows
Six months ended 30 June 2021

Six months ended 30 June Year-ended 31

2021 2020 December 2020
£000 £000 £000
IAS 34.10 Note (Unaudited) (Unaudited) (Audited)
IAS 7.10 Net cash from operating activities 19
IAS 7.10 Investing activities

Interest received
Dividends received from associates
Dividends received from joint ventures
Dividends received from equity instruments designated at FVTOCI
Proceeds on disposal of equity instruments held at FVTOCI
Purchases of equity instruments designated at FVTOCI
IAS 7.39 Proceeds on disposal of subsidiary 16
Proceeds on disposal of property, plant and equipment
Purchases of property, plant and equipment
Government grant towards purchase of equipment 23
Acquisition of investment in an associate
Purchases of patents and trademarks
IAS 7.39 Acquisition of subsidiary 18
IAS 7:16(h)  Cash received from the settlements of derivative financial
instruments held for hedging purposes
IAS 7:16(g)  Cash paid due to the settlements of derivative financial
instruments held for hedging purposes

Net cash (used in)/from investing activities

IAS 7.10 Financing activities
Dividends paid
Interest paid
Transaction costs related to loans and borrowings
Repayments of loans and borrowings
Repayments of lease liabilities
Repurchase of treasury shares
Proceeds from loans and borrowings
Proceeds on issue of convertible loan notes
Proceeds on issue of shares

Proceeds from sale of own shares

Proceeds on disposal of partial interest in a subsidiary that does
not involve loss of control

Cash received from the settlements of the derivative financial
instruments used to hedge interest rate risk

Cash paid due to the settlements of the derivative financial
instruments used to hedge interest rate risk

Net cash (used in)/from financing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period

IAS 7.28 Effect of foreign exchange rate changes on cash and cash equivalents

Cash and cash equivalents at end of period

12 Although not required by IAS 34, the comparative figures for the preceding year-end and the related notes have been included on a voluntary basis
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Six months ended 30 June 2021
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Notes to the condensed set of financial statements
Six months ended 30 June 2021

1. General information

s435 Companies The information for the year ended 31 December 2020 does not constitute statutory accounts as defined in section

Act 2006

IAS 34.15 and
IAS 34.15A

DTR 4.2.4(1)
and IAS 34.19

2014 FRC
guidance
Appendix A
para 30 UK
Corporate
Governance
Code
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434 of the Companies Act 2006. A copy of the statutory accounts for that year has been delivered to the Registrar of
Companies. The auditors reported on those accounts: their report was unqualified, did not draw attention to any
matters by way of emphasis and did not contain a statement under section 498(2) or (3) of the Companies Act 2006.

[IAS 34 presumes that a user of a half-yearly financial report will also have access to its most recent annual report. Therefore,
it is generally not necessary to reproduce notes already reported in the most recent annual report. Instead, the notes to the
half-yearly financial report should include sufficient information and explanations of events and transaction that are
significant to an understanding of the changes in financial position and performance of the Group since the last annual
report.]

2. Accounting policies

Basis of preparation

The annual financial statements of Group plc will be prepared in accordance with United Kingdom adopted
International Financial Reporting Standards. The condensed set of financial statements included in this half-yearly
financial report has been prepared in accordance with United Kingdom adopted International Accounting Standard 34
‘Interim Financial Reporting’.

Going concern

The directors are satisfied that the Group has sufficient resources to continue in operation for the foreseeable future,
a period of not less than 12 months from the date of this report. Accordingly, they continue to adopt the going
concern basis in preparing the condensed financial statements.

[Directors will need to exercise judgement about the nature and extent of procedures that they apply to assess the going
concern assumption at the half-yearly date. Even where there is adequate headroom on facilities and covenant tests, the FRC
encourages companies to provide a detailed overview of why they have concluded that they are a going concern. The FRC’s
Thematic Review: Interim Reporting indicates that better going concern disclosures:

e Explain the different going concern scenarios that have been considered when making the assessment and what stresses
had been applied to those scenarios.

e (learly state the assumptions within the forecasts, indicate that the assumptions used are the same as those made when
assessing impairment and state how those assumptions affect the going concern conclusion.

e Highlight any material uncertainties that may cast doubt on the company’s going concern status.
e (learly state the period the going concern assessment covers.
e [dentify and explain any mitigating actions the board could take to improve liquidity.

e Describe the level of drawn and undrawn finance facilities in place, as well as their expected maturities and levels of
headroom.

e  State what covenants are in place, whether it is expected that they may be breached and proposed actions should a
breach occur.

e Explain any post balance sheet changes to liquidity, such as the renewal or extension of existing facilities and expected
capital raises.

Half-yearly financial reporters should also consider the previous messages from the FRC's Company Guidance (COVID-19)
and ESMA’s Public Statement which remain relevant, especially the need to disclose any material uncertainties in accordance
with paragraph 25 of IAS 1 and any significant judgements applied in making the going concern assessment in accordance
with paragraph 122 of IAS 1. The educational material issued by the IASB and the statement issued by I0SCO provide other
useful guidance which directors may consider when assessing going concern in their 2021 half-yearly financial report.]



https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
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Notes to the condensed set of financial statements (continued)
Six months ended 30 June 2021

DTR4.2.6 Changes in accounting policies
IAS 34.16A(a) Impact of the initial application of Interest Rate Benchmark Reform Phase 2

In the prior year, the Group adopted the Phase 1 amendments 'Interest Rate Benchmark Reform: Amendments to IFRS
9/IAS 39 and IFRS 7''3. These amendments modify specific hedge accounting requirements to allow hedge accounting
to continue for affected hedges during the period of uncertainty before the hedged items or hedging instruments are
amended as a result of the interest rate benchmark reform.

In the current year, the Group has adopted the Phase 2 amendments ‘Interest Rate Benchmark Reform: Amendments
to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16'# which were issued by the IASB in August 2020. Adopting these
amendments enables the Group to reflect the effects of transitioning from interbank offered rates (IBOR) to alternative
benchmark interest rates (also referred to as 'risk free rates' or RFRs) without giving rise to accounting impacts that
would not provide useful information to users of financial statements. The Group has not restated the prior period.
Instead, the amendments have been applied retrospectively with any adjustments recognised in the appropriate
components of equity as at 1 January 2021.

Both the Phase 1 and Phase 2 amendments are relevant to the Group because it applies hedge accounting to its
interest rate benchmark exposures, and in the current period modifications in response to the reform have been
made to some (but not all) of the Group's derivative and non-derivative financial instruments that mature post 2021
(the date by which the reform is expected to be implemented).

Details of the derivative and non-derivative financial instruments affected by the interest rate benchmark reform
together with a summary of the actions taken by the Group and the accounting impact, including the impact on hedge
accounting relationships, are included in notes 14 and 22.

The amendments are relevant for the following types of hedging relationships and financial instruments of the Group,
all of which extend beyond 2021:

e fair value hedges where LIBOR-linked derivatives are designated as a fair value hedge of fixed rate debt in respect
of the GBP LIBOR risk component;

e cash flow hedges where LIBOR-linked derivatives are designated as a cash flow hedge of LIBOR linked bank
borrowings; and

e Bankborrowings and lease liabilities which reference IBORs and are subject to the interest rate benchmark
reform.

Impact of applying the Phase T amendments

For the Group's fair value hedges, the amendments permit continuation of hedge accounting even if in the future the
hedged benchmark interest rate, GBP LIBOR may no longer be separately identifiable and there is uncertainty about
the replacement of the floating interest rates included in the interest rate swaps.

The Group will continue to apply the Phase 1 amendments to IFRS 9/IAS 39 until the uncertainty arising from the
interest rate benchmark reform with respect to the timing and the amount of the underlying cash flows to which the
Group is exposed ends. The Group expects this uncertainty will continue until the Group's contracts that reference
IBORs are amended to specify the date on which the interest rate benchmark will be replaced and the basis for the
cash flows of the alternative benchmark rate are determined including any fixed spread.

'3 Interest Rate Benchmark Reform - Amendments to IFRS 9 Financial Instruments, /AS 39 Financial Instruments: Recognition and Measurement and IFRS 7 Financial
Instruments: Disclosures.

14 Interest Rate Benchmark Reform - Phase 2 (Amendments to IFRS 9 Financial Instruments, /AS 39 Financial Instruments: Recognition and Measurement, /FRS 7 Financial
Instruments: Disclosures, /FRS 4 Insurance Contracts and IFRS 16 Leases).
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Impact of applying the Phase 2 amendments
As a result of the Phase 2 amendments:

e When the contractual terms of the Group’s bank borrowings are amended to implement interest rate benchmark
reform and the new basis for determining the contractual cash flows is economically equivalent to the basis
immediately preceding the change, the Group changes the basis for determining the contractual cash flows
prospectively by revising the effective interest rate.

e When a lease is modified as a direct consequence of the interest rate benchmark reform and the new basis for
determining the lease payments is economically equivalent to the previous basis, the Group remeasures the lease
liability to reflect the revised lease payments discounted using a revised discount rate that reflects the change in
the basis for determining the contractual cash flows.

e When changes are made to the hedging instruments, hedged item and hedged risk as a result of the interest rate
benchmark reform, the Group updates the hedge documentation without discontinuing the hedging relationship
and, in the case of a cash flow hedge, the amount accumulated in the cash flow hedge reserve is deemed to be
based on SONIA (see note 14).

e  Forthe Group's fair value hedges of a non-contractually specified benchmark component of interest rate risk, on
transition to the alternative benchmark rate, if that risk rate is not separately identifiable at the date of
designation, it will be deemed to have met the separately identifiable requirement at that date, if the Group
reasonably expects the term specific interest rate component will be separately identifiable within a period of 24
months from the date the alternative benchmark rate is first designated, regardless of the term for which the risk
is designated in that hedge.

Impact of the initial application of COVID-19-Related Rent Concessions Amendment to IFRS 16 and Covid-
19-Related Rent Concessions beyond 30 June 2021 Amendment to IFRS 16

[The March 2021 amendment has been adopted for use in the UK and may be applied in half-yearly financial reports for
interim periods beginning on or after 1 January 2021. At the time of writing, the March 2021 amendment has not been
endorsed for use in the EU and therefore it cannot be applied in interim periods beginning prior to 1 January 2021 unless it
has been additionally endorsed for use in the EU by the date of approval of those interim financial statements.]

In May 2020, the IASB issued Covid-19-Related Rent Concessions (Amendment to IFRS 16) that provides practical relief to
lessees in accounting for rent concessions occurring as a direct consequence of COVID-19.

In March 2021, the IASB issued Covid-19-Related Rent Concessions beyond 30 June 2021 (Amendment to IFRS 16) that
extends the date a lessee is permitted to apply the practical expedient by a year from payments due on or before 30
June 2021 to payments due on or before 30 June 2022.

The practical expedient permits a lessee to elect not to assess whether a COVID-19-related rent concession is a lease

modification. A lessee that makes this election shall account for any change in lease payments resulting from the
COVID-19-related rent concession applying IFRS 16 as if the change were not a lease modification.

The practical expedient, as amended in March 2021, applies only to rent concessions occurring as a direct

conseqguence of COVID-19 and only if all of the following conditions are met:

a) The change in lease payments results in revised consideration for the lease that is substantially the same as, or
less than, the consideration for the lease immediately preceding the change;

b) Any reduction in lease payments affects only payments originally due on or before 30 June 2022 (a rent
concession meets this condition if it results in reduced lease payments on or before 30 June 2022 and increased
lease payments that extend beyond 30 June 2022); and

€) Thereis no substantive change to other terms and conditions of the lease.



2021 update on half-yearly financial reporting

Group plc

Notes to the condensed set of financial statements (continued)
Six months ended 30 June 2021

38

Impact on accounting for changes in lease payments applying the exemption

In the prior year, the Group applied the amendment to IFRS 16 (as issued by the IASB in May 2020) in its annual
financial statements for the year ended 31 December 2020 with retrospective application. However, there was no
impact on the six months ended 30 June 2020 or opening retained earnings as at 1 January 2020.

In the current year, the Group has applied the amendment to IFRS 16 (as issued by the IASB in March 2021)
retrospectively, with an adjustment made to opening retained earnings at 1 January 2021. The Group has applied the
extension to the practical expedient retrospectively to all rent concessions that meet the above conditions and has not
restated prior period figures. The effect of retrospective application of the extension amendment (issued in March
2021), which relates to concessions granted in the previous period which only now qualify for the expedient as a result
of the extension, has been recognised in retained earnings as at 1 January 2021, being an amount of £_.

In the current period the Group has benefited from a __ month waiver of lease payments on buildings in [A land]. The
waiver of lease payments of £__has been accounted for as a negative variable lease payment in profit or loss. The
Group has derecognised the part of the lease liability that has been extinguished by the forgiveness of lease payments.

The Group has benefited from a __ month lease payment holiday on buildings in [B land]. The payment holiday
reduces payments in the period to [date] by £, and increases payments in the period to [date] by £ . The Group has
remeasured the lease liability using the revised lease payments and the discount rate originally applied to the lease,
resulting in a decrease in the lease liability of £_, which has been recognised as a negative variable lease payment in
profit or loss. The Group continued to recognise interest expense on the lease liability.

Critical accounting judgements and key sources of estimation uncertainty

[Although there is no specific requirement in IAS 34 to update the IAS 1 disclosures on key judgements and sources of
estimation uncertainty in interim financial statements, the FRC highlights in its Thematic Review: Interim Reporting that
companies should consider updating their key sources of estimation uncertainty disclosures in accordance with paragraph
125 of IAS 1 at the half-yearly reporting date, including the reasons for the changes when:

e Anew source of estimation uncertainty is identified; or
e Achange occurs in relation to the nature of the estimation uncertainty or its underlying assumptions.

The FRC expects companies to consider the recommended disclosures in paragraph 129 of IAS 1, for example by giving
estimate sensitivities or a range of reasonably possible outcomes, which help users to fully understand the estimates made
during the period. Disclosures about assumptions should be company-specific and quantified where possible. The FRC also
encourages companies to provide an increased level of disclosure, for example by disclosing wider ranges in sensitivity
analysis, in order to address the higher levels of uncertainty that companies are currently operating within. Similarly, for any
new or updated judgements, disclosures should be made in accordance with paragraph 122 of IAS 1.

Half-yearly financial reporters should also consider the previous messages from the FRC's Company Guidance (COVID-19) and
ESMA's Public Statement which remain relevant when determining the extent of disclosure to provide. In particular, companies
should consider the principle in paragraphs 17 and 31 of IAS 1 (which also apply to interim financial statements prepared
under IAS 34) that disclosure beyond the specific requirements of accounting standards should be provided when necessary to
enable a user’s understanding of the impact of particular transactions, other events and conditions. In the context of interim
financial statements, this could mean providing disclosures usually included only in annual financial statements.]


https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
https://www.frc.org.uk/getattachment/1c657620-7e15-401d-a74f-25e2305f1104/Company-Guidance-Covid-19-Updated-December-2020.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-calls-transparency-covid-19-effects-in-half-yearly-financial-reports
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IAS 34.16A(g) 3. Business segments
Products and services from which reportable segments derive their revenues
Information reported to the Group's Chief Executive for the purposes of resource allocation and assessment of segment
performance is focused on the category of customer for each type of activity. The principal categories of customer are
direct sales to major customers, wholesalers and internet sales. The Group's reportable segments under IFRS 8 are
therefore as follows:

[Segment A] - [Activity A, direct sale customers]

[Segment B] - [Activity A, wholesale customers]

[Segment C] - [Activity B, internet customers]

[Segment D] - [Activity C, wholesale customers]

Other

Other operations include [identify other operations and their sources of revenue if any].

There has been no change in the basis of segmentation or in the basis of measurement of segment profit or loss in the
period.

Segment revenues and results
The following is an analysis of the Group's revenue and results by reportable segment in the six months ended 30 June 2021:

Six months ended [Segment A] [Segment B] [Segment C] [Segment D] Other Eliminations Consolidated
30 June 2021 £000 £000 £000 £000 £000 £000 £000
Revenue

External sales
Inter-segment sales 0

Total revenue 0

Inter-segment sales are charged at prevailing market prices

Result
Segment result 0

Central administration costs
Share of profits of associates

Operating profit
Investment revenues
Other gains and losses
Finance costs

Profit before tax

Income Tax

Profit for the period from
discontinued operations

Profit after tax and discontinued
operations
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3. Business segments (continued)
Segment revenues and results

The following is an analysis of the Group's revenue and results by reportable segment in the six months ended 30 June

2020:

Six months ended [Segment A] [Segment B] [Segment C] [Segment D] Other Eliminations Consolidated
30 June 2020 £000 £000 £000 £000 £000 £000 £000
Revenue

External sales

Inter-segment sales

Total revenue

Inter-segment sales are charged at prevailing market prices
Result

Segment result

Central administration costs
Share of profits of associates
Operating profit

Investment revenues

Other gains and losses
Finance costs

Profit before tax

Income Tax

Profit for the period from
discontinued operations

Profit after tax and discontinued
operations
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3. Business segments (continued)
Segment revenues and results

The following is an analysis of the Group's revenue and results by reportable segment in the year-ended 31 Dec 2020:

Year-ended [Segment A] [Segment B] [Segment C] [Segment D] Other Eliminations Consolidated
31 Dec 2020 £000 £000 £000 £000 £000 £000 £000
Revenue

External sales

Inter-segment sales

Total revenue

Inter-segment sales are charged at prevailing market prices

Result

Segment result

Central administration costs
Share of profits of associates
Operating profit

Investment revenues

Other gains and losses
Finance costs

Profit before tax

Income Tax

Profit for the period from
discontinued operations

Profit after tax and discontinued
operations
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3. Business segments (continued)

The accounting policies of the reportable segments are the same as the Group's accounting policies which are described
in the Group's latest annual financial statements. Segment result represents the profit earned by each segment without
allocation of the share of profits of associates, central administration costs including directors’ salaries, investment
revenue and finance costs, and income tax expense. This is the measure reported to the Group's Chief Executive for the
purposes of resource allocation and assessment of segment performance.

Segment assets 30 June 2021 30 June 2020 31 December 2020
£000 £000 £000

Segment A
Segment B
Segment C
Segment D

Other

Total segment assets
Assets relating to discontinued operations

Unallocated assets

Consolidated total assets

For the purposes of monitoring segment performance and allocating resources between segments, the Group'’s Chief
Executive monitors the tangible, intangible and financial assets attributable to each segment. All assets are allocated to
reportable segments with the exception of investments in associates, other financial assets (except for trade and other
receivables) and tax assets. Assets used jointly by reportable segments are allocated on the basis of the revenues earned
by individual reportable segments.

4. Revenue and contract asset impairments

Disaggregation of revenue Six months ended  Six months ended Year-ended
30 June 2021 30 June 2020 31 December 2020

Revenue from contracts with customers
Category A
Category B
Category C
Category D

Total

[Insert explanation of relationship between above aggregation and segmental analysis of revenue from external customers.]

An impairment of £_ of contract assets was recognised in the six months ended 30 June 2021 (six months ended 30 June
2020 £.).
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5. Seasonality of [Product X] sales

Sales for [Product X], which forms part of the Group's [Activity B] division, are more heavily weighted towards the second
half of the calendar year, with approximately 70% of annual sales for [Product X] occurring from July until December. Sales
for [Product X] during the period have decreased by _% compared to the corresponding period in the prior year as a
result of [insert explanatory reason].

[The effects of the ongoing impact of COVID-19 and wider macro-economic uncertainties arising from Brexit might result in
significant variances from historic seasonal trends which may require additional explanatory disclosure in the half-yearly
financial report.]

6. Write-down of inventories
During the current period, write-downs of inventories of £_million have been charged to profit or loss in respect of
[Product Y]. The write-down reduces the carrying amount of [Product Y] inventories to their net realisable value.

[See page 25 for the FRC's expectations regarding disclosure of individually material items on the face of the Statement of Profit
or Loss.]

7. Impairment of goodwill

At 30 June 2021, due to reduced actual and forecast revenues resulting from the effects of the ongoing COVID-19
pandemic, an indicator of impairment was identified in respect of goodwill allocated to Segment B. As a result, a review
for impairment was performed and an impairment of goodwill of £ recognised on a value in use basis. A further __ per
cent fall in revenues against forecast is considered reasonably possible within the next financial year and would lead to a
further impairment charge of £__. The recoverable amount of Segment B, based on value in use is £__, which is the
carrying value at the end of the half-year. In estimating value in use, a discount rate of _% (December 2020, _ %) was
used. In accordance with IFRIC 10 Interim Financial Reporting and impairment, the impairment of goodwill recognised
cannot be subsequently reversed.

[Where relevant, include updated information on judgements, assumptions and sensitivities in respect of the recoverable amount
of assets. Disclosures of impairments or reversals of impairments should include the reasons for the impairment/reversal,
quantify key assumptions used in the impairment assessments (which should be consistent with the going concern assessment)
and indicate the impact on financial position and performance.]

Investors value disclosures of the significant judgements underlying the impairment assessments made in accordance with
paragraphs 122 and 125 of IAS 1. The FRC highlights in its Thematic Review: Interim Reporting that this would include any
significant judgements applied to identify additional impairment indicators and also explanations where significant judgement
was necessary to conclude that no indicators of impairment were present. When an impairment within the scope of IAS 36 is
recognised, the FRC also encourages companies to provide additional disclosures as required by paragraphs 130 (information
about impairment losses and reversals including the reason for the impairment/reversal, the basis of calculation, the recoverable
amount and the discount rate used) and to provide updated sensitivity analyses, including the disclosure of headroom as
required by IAS 36: 134(f) and 135(e). Further, where companies hold goodwill or indefinite life intangible assets and have, for
example, made changes to assumptions used in impairment assessments since the previous reporting period, the FRC expects
updated disclosures in line with IAS 36: 134. This may include the updated assumptions, assumption values and the reasons for
the change. Where companies make use of the expected cash flow approach to determine the recoverable amount of CGUs
containing gooadwill or indefinite useful life intangible assets, the FRC expects to see disclosure of updated information regarding
the number of scenarios, their weightings, how the main assumptions differ between scenarios and the reasoning applied.]



https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf
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IAS 34.16A(C) 8. Restructuring costs
In [month] 2021, the Group disposed of [name of company] (see note 16). Certain of the non-core assets of the [Segment B]
division were retained by the Group. In addition, the [] operations of the [Segment C] division were segregated from the
manufacturing operations and retained by the Group. The assets retained were scrapped and an impairment loss recognised
in respect of their previous carrying amount. To the extent that employees could not be redeployed, termination terms were

agreed.
Year-ended
Six months ended 30 June 31 December
2021 2020 2020
£000 £000 £000

Impairment loss recognised in respect of assets

Redundancy costs

IAS 34.16A(d) 9. Income tax
Tax for the six month period is charged at _% (six months ended 30 June 2020: _%; year-ended 31 December 2020: _%),
representing the best estimate of the average annual effective tax rate expected for the full year, applied to the pre-tax
income of the six month period.

IAS 34.16A(i) 10. Discontinued operations
On [date] 2021, the Group entered into a sale agreement to dispose of [name of company], which carried out all of the
Group's [Operation W] operations. The disposal was made to generate cash flow for the expansion of the Group's other
businesses. The disposal was completed on [date] 2021, on which date control of [name of company] passed to the acquirer.
The results of the discontinued operations which have been included in the consolidated statement of profit or loss, were as

follows:
Six months Year-ended
Period ended ended 31 December
[date] 2021 30 June 2020 2020
£000 £000 £000
Revenue
Expenses

Profit before tax

Attributable tax expense

Profit on disposal of discontinued operations

Attributable tax expense

Net loss attributable to discontinued operations

During the period, [name of company] contributed £_million (six months ended 30 June 2020: £_million; year-ended 31 December
2020: £_million) to the Group's net operating cash flows, paid £_million (six months ended 30 June 2020: £_million; year-ended 31
December 2020: £_million) in respect of investing activities and paid £_million (six months ended 30 June 2020: £_million; year-
ended 31 December 2020: £_million) in respect of financing activities. A profit of £_million arose on the disposal of [name of
company], being the proceeds of disposal less the carrying amount of the subsidiary's net assets and attributable goodwill.
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IAS 34.16A(f) 11. Dividends
Six months ended 30 June
2021 2020
£000 £000

Amounts recognised as distributions to equity holders in the period:

Final dividend for the year ended 31 December 2020 of _p (2019: p) per share

Interim dividend for the year ended 31 December 2020

Proposed interim dividend for the year ended 31 December 2021 of _p (2020:
p) per share

Proposed final dividend for the year ended 31 December 2020 of _p per share

Year-ended
31 December
2020

£000

The proposed interim dividend of _p per share was approved by the Board on [date after 30 June 2021] and has not been

included as a liability as at 30 June 2021.

12. Earnings per share
From continuing and discontinued operations
The calculation of the basic and diluted earnings per share is based on the following data:

Six months ended 30 June
2021 2020
£000 £000
Earnings
Earnings for the purposes of basic earnings per share being net profit
attributable to owners of the company
Effect of dilutive potential ordinary shares: Interest on convertible loan notes
(net of tax)

Earnings for the purposes of diluted earnings per share

Six months ended 30 June
2021 2020
No. No.
Number of shares
Weighted average number of ordinary shares for the purposes of basic
earnings per share
Effect of dilutive potential ordinary shares:
Share options
Convertible loan notes

Weighted average number of ordinary shares for the purposes of diluted
earnings per share

Year-ended
31 December
2020

£000

Year-ended
31 December
2020

No.

The denominators for the purposes of calculating both basic and diluted earnings per share have been adjusted to reflect the

capitalisation issue in 2021.
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12. Earnings per share (continued)
From continuing operations

Six months ended 30 June
2021 2020
£000 £000
Earnings
Net profit attributable to owners of the company
Adjustments to exclude loss for the period from discontinued
operations

Year-ended
31 December
2020

£000

Earnings from continuing operations for the purpose of basic
earnings per share excluding discontinued operations

Effect of dilutive potential ordinary shares:
Interest on convertible loan notes (net of tax)

Earnings from continuing operations for the purpose of diluted
earnings per share excluding discontinued operations

The denominators used are the same as those detailed above for both basic and diluted earnings per share from

continuing and discontinued operations.

IAS 34.16A(c)  13. Property, plant and equipment

IAS 34.15B(d)  During the period, the Group spent approximately £__million on the final stage of construction of its new office

premises and on additions to the manufacturing plant in [] to upgrade its manufacturing capabilities.

The Group also disposed of certain plant and machinery with carrying amounts of £__ million for proceeds of £__ million.

IAS 34.16A(e) 14. Bank overdrafts and loans

Additional loans of £__ million were drawn down under the Group's existing loan facility partly to fund the acquisition of

[name of company].

Repayments of other bank loans amounting to £__ million were made during the period, in line with previously disclosed

repayment terms.

As previously disclosed, the group'’s principal debt facilities (totaling £__ million) are provided by a syndicate of banks and

expire between 2022 and 2025.

The Group transitioned its £ million bank borrowings from UK LIBOR to SONIA in the first quarter of the

financial year.

The £ million bank borrowings that transitioned to SONIA had an additional fixed spread added of [x]bps. No other
terms were amended as part of the transition. The Group accounted for the change to SONIA using the practical expedient

introduced by the IBOR Phase 2 amendments (see note 2).
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15. Share capital

Share capital as at 30 June 2021 amounted to £__ million. During the period, the Group issued __shares as part of a
capitalisation issue to its shareholders. The capitalisation issue increased the number of shares in issue from __to __
without a corresponding change in resources.

16. Disposal of subsidiary

As referred to in note 10, on [date] 2021 the Group disposed of its interest in [name of subsidiary]. There were no
disposals in the year ended 31 December 2020. The net assets of [name of subsidiary] at the date of disposal were as
follows:

[Date] 2021
£000
Property, plant and equipment Inventories
Trade receivables
Cash and cash equivalents
Retirement benefit obligation
Deferred tax liability
Current tax liability
Trade payables
Bank overdraft
Attributable goodwill

Gain on disposal
Total consideration

Satisfied by:

Cash
Deferred consideration

The deferred consideration will be settled in cash by the purchaser on or before [date]. The impact of [name of subsidiary]
on the Group's results in the current and prior periods is disclosed in note 10.
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17. Assets held for sale

On [date] the board resolved to dispose of the Group's [] operations and negotiations with several interested parties have
subsequently taken place. These operations, which are expected to be sold within 12 months, have been classified as a
disposal group held for sale and presented separately in the Statement of Financial Position. The operations are included
in [Activity C] in the segmental analysis in note 3 and do not meet the criteria to be included in discontinued operations.
The proceeds of disposal are expected substantially to exceed the book value of the related net assets and accordingly
no impairment losses have been recognised on the classification of these operations as held for sale.

The major classes of assets and liabilities comprising the operations classified as held for sale are as follows:

30 June 2021 30 June 2020 31 December 2020
£000 £000 £000
Goodwill
Property, plant and equipment
Inventories
Trade and other receivables
Cash and cash equivalents

Total assets classified as held for sale

Trade and other payables
Tax liabilities
Bank overdrafts and loans

Total liabilities associated with assets classified as held for sale

Net assets of disposal group
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IAS 34.16A()  18. Acquisition of subsidiary

IFRS 3.B64(a-d) On [date], the Group obtained control of [name of company acquired] by acquiring 100 per cent of its issued share
capital. [Name of company acquired] is a [describe operations of company acquired]. [Name of company acquired] was
acquired in order to [provide primary reasons for acquisition of the company].

IFRS 3.B64()  Recognised amounts of identifiable assets acquired and liabilities assumed £000

Financial assets

Inventory

Property, plant and equipment
Identifiable intangible assets
Financial liabilities

Contingent liability

Total identifiable assets
Goodwill
Total consideration
IFRS 3.B64(f)  Satisfied by:
Cash
Equity instruments (__ ordinary shares of Group plc)
Contingent consideration arrangement
Total consideration transferred
Net cash outflow arising on acquisition:

Cash consideration
Less: cash and cash equivalents acquired

IFRS 3.B64(h)  The fair value of the financial assets includes receivables [describe type of receivable] with a fair value of £ and a gross
contractual value of £__. The best estimate at acquisition date of the contractual cash flows not to be collected was £__.

IFRS 3.B64() A contingent liability of £__ has been recognised for [provide description of nature of obligation]. It is expected that the

IAS 37.85 majority of cash outflows will be incurred in 2022 and that all will be incurred by the end of 2023. The potential
undiscounted amount of all future payments that the Group could be required to make in respect of this contingent
liability is estimated to be between £__and £__.
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18. Acquisition of subsidiary (continued)
The goodwill of £__ arising from the acquisition consists of [describe factors that make up goodwill recognised].

None of the goodwill recognised is expected to be deductible for income tax purposes.

The fair value of the __ ordinary shares issued as part of the consideration paid for [name of company acquired] (£_) was
measured on the basis of [describe method for measuring fair valuel.

The contingent consideration arrangement requires [describe conditions of the contingent consideration arrangement]. The
potential undiscounted amount of all future payments that Group plc could be required to make under the contingent
consideration arrangement is between £__and £__.

The fair value of the contingent consideration arrangement of £__ was estimated by applying [describe method for estimating
fair value]. The contingent consideration is sensitive to changes in one or more unobservable inputs which are considered
reasonably possible within the next financial year. Further information on the carrying amount of the contingent
consideration and its sensitivity to changes in unobservable inputs is provided in note 24.

IFRS 3.B64(I-m) Acquisition-related-costs (included in administrative expenses in Group plc consolidated Statement of Profit or Loss for the

IFRS 3.B64(q)
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period ended 30 June 2021) amounted to £__.

[Name of company acquired] contributed £__ revenue and £__ to the Group's profit for the period between the date of
acquisition and the reporting date.

If the acquisition of [name of company acquired] had been completed on the first day of the financial year, group revenues
for the period would have been £__and the Group's profit would have been £__.
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19. Notes to the Statement of Cash Flows

Profit for the year

Adjustments for:
Share of profit of associates
Share of profit of joint ventures
Finance income
Impairment losses, net of reversals, on financial assets
Other gains and losses
Finance costs
Income tax expense
Gain on disposal of discontinued operations
Depreciation of property, plant and equipment
Impairment loss on property, plant and equipment
Depreciation of right-of-use-assets
Amortisation of intangible assets
Impairment of goodwill
Share-based payment expense
Fair value gain/loss on investment property
Gain on disposal of property, plant and equipment
Increase/(decrease) in provisions
Fair value gain/loss on derivatives and other financial assets held
for trading
Difference between pension funding contributions paid and the
pension cost charge

Operating cash flows before movements in
working capital

in inventories

in trade and other receivables
in trade and other payables

in contract assets

in contract costs

in contract liabilities

in refund liability

in deferred income

Decrease/(increase
Decrease/(increase
Increase/(decrease
Decrease/(increase
Decrease/(increase
Increase/(decrease
Increase/(decrease
Increase/(decrease

—_— = L ¢ =2 2L

Cash generated by operations

Income taxes paid

Net cash from operating activities

Year-ended

Six months ended 30 June 31 December

2021
£000

2020
£000

2020
£000

Additions to property, plant and equipment during the period amounting to £__ million were financed by new leases.
Additions of £__ million in the six months ended 30 June 20271 were acquired on deferred payment terms, which remained

outstanding at 30 June 2021.

Cash and cash equivalents (which are presented as a single class of assets on the face of the Statement of Financial
Position) comprise cash at bank and other short-term highly liquid investments with a maturity of three months or less.
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During the reporting period, a customer of the Group instigated proceedings against it for alleged defects in an electronic
product which, it is claimed, were the cause of a major fire in the customer's premises on [date]. Total losses to the
customer have been estimated at £__ million and this amount is being claimed from the Group.

The Group's lawyers have advised that they do not consider that the suit has merit and have recommended that it be
contested. No provision has been made in the condensed set of financial statements as the Group does not consider
that there is any probable loss.

21. Retirement benefit schemes

Defined benefit schemes

The defined benefit obligation as at 30 June 2021 is calculated on a year-to-date basis, using the latest actuarial valuation
as at 31 December 2020.

[Describe any significant market fluctuations and significant one-off events, such as plan amendments, curtailments and
settlements that have resulted in an adjustment to the actuarially-determined pension cost since the end of the prior financial
year. If there have been no such fluctuations or events state that fact.

As a result of the ongoing volatility in financial markets, half-yearly financial reporters should continue to assess whether a
significant market fluctuation” has occurred, for example a significant change in the discount rate applied to the defined benefit
obligation, which would require remeasurement through other comprehensive income.]

The defined benefit plan assets have been updated to reflect their market value at 30 June 2021.

22. Other events affecting financial assets and financial liabilities
From 1 January 2021 to 30 June 2021 interest rate movements were [describe movements], which significantly impacted
the fair value of the Group's fixed rate borrowings and interest rate swaps as follows:

The Group's fixed rate borrowings, measured at amortised cost, had a carrying amount at 30 June 2021 of £__ million (31
December 2020 £__ million). The fair value of these borrowings at 30 June 2021 was £__million (31 December 2020 £__
million).

The Group's LIBOR-linked derivatives held at 30 June 2021 are designated in fair value hedges of fixed rate debt have a
notional of £__million and fair value of £__million (31 December 2020 £_ million). The swaps contain the International
Swaps and Derivatives Association’s (ISDA) fallback clauses and will transition to SONIA in H2 2021.

£__million of the bank borrowings are hedged in a cash flow hedge using a 3-month LIBOR to fixed interest rate swap
contract. During the first quarter of 2021 the Group entered into an equal but offsetting derivative against the original
derivative and a new off-market derivative based on SONIA plus fixed spread on the same terms as the original derivative
(i.e. the fair value on day one of the new SONIA derivative was the same as the original LIBOR derivative). This change was
to implement the IBOR reform and on an economically equivalent basis. The Group changed the hedge documentation
to include the new derivatives and amended the designated hedged risk to "variability in the cash flows of the bank
borrowings resulting from changes in SONIA". The hedge relationship was not discontinued and the accumulated gain in
the cash flow hedge reserve is deemed to be based on SONIA.

The Group also has not yet agreed changes with the landlords to its £___million lease liabilities linked to GBP LIBOR
maturing in 2025 but these are expected in H2 2021.
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IAS 34:15 23. Government grants
Government grants of £__ were receivable as part of a Government initiative to provide immediate financial support as a
result of [describe event that led to receipt of grants and the effect the grants have on the results]. There are no future related
costs in respect of these grants which are receivables solely as compensation for past expenses.

In addition, a government grant of £ was received in relation to construction of a new distribution facility to fulfil
increased demand from internet customers of [Activity B]. The grant received is currently recognised as deferred income
and will be recognised in profit or loss over the useful life of the distribution facility.

[As companies evaluate the impacts of COVID-19 on their business, they may determine that they no longer require previously
received government support. As a result, some companies may choose to make voluntary repayments, for example of furlough
income received. In accordance with IAS 37 Provisions, Contingent Liabilities and Contingent Assets, an obligation for a
voluntary repayment will only arise when the company has created a valid expectation in other parties that it will make the
repayment. Care will therefore be needed in determining the appropriate timing of recognition of any repayment, and in the
absence of any prior actions by the company, this will generally be when the decision to repay has been formally notified to the
relevant authority. Repayments should be presented consistently with the original accounting of the government support
received. Where the decision to repay has been made after the interim reporting period, companies should consider whether this
should be disclosed as a non-adjusting event in accordance with IAS 34: 16A(h).]

IAS 34.16A(j)  24. Financial Instruments’ fair value disclosures

IFRS 13.93(a)-(c)The Group held the following financial instruments at fair value at 30 June 2021. There have been no transfers of assets or
liabilities between level 1 and level 2 measurements in either the current or previous year. There are no non-recurring fair
value measurements.

Fair value measurements at the
end of reporting period using:

Quoted prices in Significant Significant
active markets other unobservable
for identical observable inputs
assets/liabilities inputs
Description 30 June 2021 (Level 1) (Level 2) (Level 3)
£000 £000 £000 £000

Recurring fair value
measurements:

Financial assets
[Class A]
[Class B]
[Class C]

Total

Financial liabilities
[Class A]
[Class B]
[Class C]

Total
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24. Financial Instruments’ fair value disclosures (continued)

Fair value measurements at the
end of reporting period using:

Quoted prices in Significant Significant
active markets other unobservable
for identical observable inputs
assets/liabilities inputs
Description 31 December 2020 (Level 1) (Level 2) (Level 3)
£000 £000 £000 £000

Recurring fair value measurements:

Financial assets
[Class A]
[Class B]
[Class C]

Total

Financial liabilities

[Class A]
[Class B]
[Class C]
Total
Fair value measurements at the
end of reporting period using:
Quoted prices in Significant Significant
active markets other unobservable
for identical observable inputs
assets/liabilities inputs
Description 30 June 2020 (Level 1) (Level 2) (Level 3)
£000 £000 £000 £000

Recurring fair value measurements:

Financial assets
[Class A]
[Class B]
[Class C]

Total

Financial liabilities
[Class A]
[Class B]
[Class C]

Total
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IFRS 13.93
(d)

24. Financial instruments’ fair value disclosures (continued)

The [Class A financial assets] whose fair values include the use of level 2 inputs are valued using [valuation technique], which

incorporates the following inputs:

e interest rates and yield curves observable at commonly quoted intervals; and

e  oObservable credit spreads.

IFRS 13:93(g)- A [state valuation method such as a discounted cash flow] method was used to capture the present value of the Group arising
from the contingent consideration. The valuation was classified as Level 3 in the fair value hierarchy because the following

(h)

IFRS 13:93(e) Reconciliation of Level 3 fair value measurements of financial instruments

55

inputs are unobservable:

e Discount rate of _ per cent determined using a Capital Asset Pricing Model. The higher the discount rate, the lower the
fair value. If the discount rate was __ per cent higher/lower while all other variables were held constant, the carrying
amount would decrease/increase by £__ million (30 June 2020: decrease/increase by £__ million and 31 December

2020: decrease/increase by £ million).

e  Probability-adjusted revenues and profits, with a range from £__to £__and arange from £__to £__ respectively. The
higher the amounts of revenue and profit, the higher the fair value. If the revenue was __ per cent higher/lower while all

other variables were held constant, the carrying amount would increase/decrease by £__million (30 June 2020:
increase/decrease by £ million and 31 December 2020: increase/decrease by £ million).

Balance at 1 January 2020

Total gains or losses recognised in profit or loss (finance costs)
Settlements

Transfers out of Level 3

Transfers into Level 3

Balance as 30 June 2020

Total gains or losses recognised in profit or loss (finance costs)
Settlements

Transfers out of Level 3

Transfers into Level 3

Balance at 31 December 2020

Total gains or losses recognised in profit or loss (finance costs)
Settlements

Transfers out of Level 3

Transfers into Level 3

Balance at 30 June 2021

Contingent consideration

£000
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24. Financial instruments’ fair value disclosures (continued)

IFRS 7.25 Except as detailed in the following table, the directors consider that the carrying value amounts of financial assets and
financial liabilities recorded at amortised cost in the financial statements are approximately equal to their fair values:

Carrying amount Fair value
30 June 30 June 31 December 30 June 30 June 31 December
2021 2020 2020 2021 2020 2020
£000 £000 £000 £000 £000 £000
Financial assets
[Class D]
[Class E]

Financial liabilities
[Class D]
[Class E]

IAS 34.16A(h) 25. Events after the reporting period
On [date] the premises of [name of subsidiary] were seriously damaged by fire. Insurance claims have been put in hand
but the cost of refurbishment is currently expected to exceed these by £__ million.

[Also refer to the commentary above about potential disclosures required where a decision is made after the half-yearly reporting
date to repay furlough income.]
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IAS 34.15B())

57

26. Related party transactions
Transactions between the company and its subsidiaries, which are related parties, have been eliminated on consolidation
and are not disclosed in this note (see also the related party transactions note in the interim management report on page

)2

During the period, Group companies entered into the following transactions with related parties who are not members of

the Group:

Sales Purchase = Amounts owed by = Amounts owed to

of goods of goods related parties related parties

Six months ended 30 June 2021 £000 £000 £000 £000
X Holdings
Associates

Sales Purchase = Amounts owed by = Amounts owed to

of goods of goods related parties related parties

Six months ended 30 June 2020 £000 £000 £000 £000
X Holdings
Associates

Sales Purchase = Amounts owed by = Amounts owed to

of goods of goods related parties related parties

Year ended 31 December 2020 £000 £000 £000 £000
X Holdings
Associates

X Holdings is a related party of the Group because [give reason].

Sales of goods to related parties were made at the Group's usual list prices, less average discounts of _%. Purchases were
made at market price, discounted to reflect the quantity of goods purchased and the relationships between the parties.

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No
provisions have been made for doubtful debts on the amounts owed by related parties.

[When making related party disclosures, the FRC expects companies to consider the disclosure requirements of paragraphs 13 to
27 of IAS 24 Related Party Disclosures as indicated in its Thematic Review: Interim Reporting.]



https://www.frc.org.uk/getattachment/3631dc8c-2c7d-4ff7-8d56-f2d91afeda73/Interim-Thematic-Review-FINAL.pdf

2021 update on half-yearly financial reporting

Half-yearly financial report disclosure checklist

This checklist contains the disclosure and reporting requirements for half-yearly financial reports for listed Rules reporting under IFRS
Standards or new UK GAAP for periods beginning on or after 1 January 2021. It notes the disclosures required by the Disclosure Guidance
and Transparency Rules (DTR) for half-yearly financial reports, those required by IAS 34 Interim Financial Reporting and those required by FRS
104 Interim Financial Reporting. The checklist focuses on content and the mechanics of reporting. It does not discuss the basis of preparation
or measurement.

Reference Yes/No/N/a

Applicability of DTR requirements

1.1

Subject to the exemptions set out in 1.2 to 1.6 below, the requirement to prepare a half DTR4.2.1
yearly financial report applies to an issuer whose shares or debt securities are admitted to
trading on a UK-regulated market.

UK-regulated markets include the LSE Main Market, AQSE Exchange Main Market
and NYSE Euronext London but exclude exchange regulated markets such as AIM
and the Professional Securities Market.

1.2

Public sector issuers DTR4.41

The rules on half-yearly financial reports (DTR 4.2) do not apply to a state, a regional or
local authority of a state, a public international body of which at least one state is a
member, the ECB, the European Financial Stability Facility (EFSF) established by the EFSF
Framework Agreement and any other mechanism established with the objective of
preserving the financial stability of European monetary union by providing temporary
financial assistance to the EEA states whose currency is the euro, and national central
banks.

1.3

Debt issuers DTR4.4.2

The rules on half-yearly financial reports (DTR 4.2) do not apply to an issuer that issues
exclusively debt securities admitted to trading the denomination per unit of which is at
least €100,000 (or an equivalent amount).

The rules on half-yearly financial reports (DTR 4.2) do not apply to a credit institution DTR4.4.3
whose shares are not admitted to trading and which has, in a continuous or repeated
manner, only issued debt securities provided that:

(a) the total nominal amount of all such debt securities remains below €100,000,000; and

(b) the credit institution has not published a prospectus in accordance with the
Prospectus Regulation.

The rules on half-yearly financial reports do not apply to an issuer already existing on 31 DTR4.4.4
December 2003 which exclusively issues debt securities unconditionally and irrevocably

guaranteed by the United Kingdom or by a regional or local authority of United Kingdom,

on a regulated market.

1.4

Issuers of convertible securities DTR 4.4.5

The rules on half-yearly financial reports (DTR 4.2) do not apply to an issuer of transferable
securities convertible into shares.

1.5

Issuers of depository receipts DTR4.4.7

The rules on half-yearly financial reports (DTR 4.2) do not apply to an issuer of depository
receipts.
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Reference Yes/No/N/a

1.6

Third countries-Equivalence

An issuer whose registered office is a third country is exempted from the rules on half
yearly financial reports (DTR 4.2) if the law of the third country in question lays down
equivalent requirements or the issuer complies with requirements of the law of a third
country that the FCA considers as equivalent.

DTR 4.4.8

Mechanics of reporting

2.1

An entity must make public a half-yearly financial report covering the first six months of the
financial year.

DTR 4.2.2(1)

2.2

The half-yearly financial report must be made public as soon as possible, but no later than
three months, after the end of the period to which the report relates.

See page 10 for guidance from the FCA and the London Stock Exchange regarding
temporary filing reliefs.

DTR 4.2.2(2)

2.3

The half-yearly financial report must remain available to the public for at least ten years.

DTR 4.2.2(3)

24

The half-yearly financial report must include:
(a) a condensed set of financial statements (see sections 3 and 4 below);
(b) an interim management report (see section 7 below); and

(c) responsibility statements (see section 9 below).

DTR4.2.3

25

The required content of the half-yearly financial report must be communicated to the
media in unedited full text.

DTR 6.3.5(1)

2.6

The announcement relating to the publication of the half-yearly report must include an
indication of which website the document is available on.

DTR 6.3.5(3)

Condensed set of financial statements

DTR 4.2.3(1)

3.1

If the entity is required to prepare consolidated accounts, the condensed set of
financial statements must be prepared in accordance with IAS 34 as contained in UK
adopted IFRS (see section 4 below).

Entities reporting under FRS 102 should apply FRS 104 Interim Financial Reporting in
preparing condensed financial statements (see section 6 below).

DTR 4.2.4(1)

3.2

59

If the entity is not required to prepare consolidated accounts, the condensed set of
financial statements must contain, as a minimum the following:

(a) a condensed balance sheet;

(b) a condensed profit and loss account; and

(c) explanatory notes on these accounts.

The same principles for recognising and measuring as when preparing annual financial

statements must be followed in preparing the condensed balance sheet and the
condensed profit and loss account.

The balance sheet and the profit and loss account must show each of the headings and
subtotals included in the most recent annual financial statements of the entity.

Additional line items must be included if, as a result of their omission, the half-yearly
financial statements would give a misleading view of the assets, liabilities, financial position
and profit or loss of the entity.

Comparative information must be presented as follows:

(a) comparative balance sheet as at the end of the immediate preceding financial year; and

(b) comparative profit and loss account for the comparable period for the preceding
financial year.

DTR 4.2.4(2)

DTR 4.2.5(2)

DTR 4.2.5(3)

DTR 4.2.5(3)

DTR 4.2.5(4)
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Reference

Yes/No/N/a

Explanatory notes must include the following: DTR 4.2.5(5)

(a) sufficient information to ensure the comparability of the condensed half-yearly financial
statements with the annual financial statements; and

(b) sufficient information and explanations to ensure a user's proper understanding of any

material changes in amounts and of any developments in the half-year period
concerned, which are reflected in the balance sheet and the profit and loss account.

33

The accounting policies and presentation applied to half-yearly figures must be consistent DTR4.2.6
with those applied in the latest published annual accounts, except where the accounting

policies and presentation are to be changed in the subsequent annual financial

statements.

Where the accounting policies and presentation are to be changed in the subsequent DTR 4.2.6(1)
annual financial statements, the new accounting policies and presentation should be

followed in the condensed half-yearly financial statements. The changes and the reasons

for the changes should be disclosed.

34

If the half-yearly financial report has been audited or reviewed by auditors pursuant tothe ~ DTR 4.2.9(1)
Financial Reporting Council guidance on Review of Interim Financial Information, the audit
report or review report must be reproduced in full.

If the half-yearly financial report has not been audited or reviewed by auditors pursuantto ~ DTR 4.2.9(2)
the Financial Reporting Council guidance on ‘Review of Interim Financial Information’, the
entity must make a statement to this effect in its report.

35

Closed-ended investment funds applying for, or with, a premium listing are required to Listing Rules
include in their half-yearly financial reports information showing the split between dividend 15 g 7g

and interest income and other forms of income (including income of associated

companies).

IAS 34 Interim financial reporting DTR 4.2.4(1)

Entities which report under IFRS Standards should prepare their condensed half-
yearly financial statements in accordance with IAS 34 as contained in UK adopted
IFRS. The requirements below are those that apply to condensed half-yearly
financial statements. Should an entity choose to produce a complete set of half-
yearly financial statements, all requirements of IFRS Standards apply in the same
way as for annual financial statements, including the disclosure requirements.

4.1

An interim report should include, at a minimum, the following components: IAS 34.8
(a) a condensed statement of financial position;

(b) a condensed statement or condensed statements of profit or loss and other
comprehensive income;

(c) a condensed statement of changes in equity;
(d) a condensed statement of cash flows; and

(e) selected explanatory notes.

It is not required to use the titles for financial statements as listed in IAS 1. IAS
1:10 specifically permits the use of other titles for the statements. Therefore, for
example, it is acceptable to use the term 'balance sheet' to describe the
Statement of Financial Position. Equally, it is acceptable to use the title
'Statement of Comprehensive Income' instead of 'Statement of Profit or Loss and
Other Comprehensive Income'.

4.2

A half-yearly financial report should be prepared on a consolidated basis if the entity’s IAS 34.14
most recent annual financial statements were consolidated statements.
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Reference

Yes/No/N/a

Condensed Statement of Financial Position

4.3

At a minimum, each of the headings and subtotals included in the entity's most recent
annual financial statements should be included in the condensed statement of financial
position.

Additional line items or notes should be included if their omission would make the
condensed half-yearly financial statements misleading.

IAS 34.10

IAS 34.10

4.4

The nature and amount of items affecting assets, liabilities and equity that are unusual
because of their nature, size or incidence should be disclosed.

IAS 34.16A(c)

4.5

A statement of financial position should be presented as at the end of the current interim
period.

A comparative statement of financial position should be given as at the end of the
immediately preceding financial year.

Entities whose business is highly seasonal are encouraged (but not required) to report
financial information for the twelve months ending on the interim reporting date, and
comparative information for the prior twelve-month period.

IAS 34.20(a)

IAS 34.20(a)

IAS 34.21

Condensed Statement of Comprehensive Income

4.6

At a minimum, each of the headings and subtotals included in the entity’'s most recent
annual financial statements should be included in the statement of comprehensive
income.

Additional line items or notes should be included if their omission would make the
condensed half-yearly financial statements misleading.

IAS 34.10

IAS 34.10

47

The nature and amount of items affecting net income that are unusual because of their
nature, size or incidence should be disclosed.

See page 25 for the FRC's expectations regarding disclosure of individually
material items on the face of the Statement of Profit or Loss.

IAS 34.16A(c)

4.8

In the statement that presents the components of profit or loss for an interim period, an
entity shall present basic and diluted earnings per share.

IAS 34.11

If an entity presents items of profit or loss in a separate statement as described in
paragraph 10A of IAS 1, it presents basic and diluted earnings per share in that statement.

IAS 34.11A

49

Statements of profit or loss and other comprehensive income should be presented for the
current interim period and cumulatively for the current financial year to date.

Comparative statements of profit or loss and other comprehensive income should be
given for the comparable interim periods (current and year-to-date) of the immediately
preceding financial year.

Entities whose business is highly seasonal are encouraged (but not required) to report
financial information for the twelve months ending on the interim reporting date, and
comparative information for the prior twelve-month period, in addition to the information
required by IAS 34.20(b).

IAS 34.20(b)

IAS 34.20(b)

IAS 34.21

410

[tems of income and expense should be measured and recognised on a basis consistent
with that used in the preparation of the annual financial statements (the year-to-date
method).

IAS 34.28
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Reference Yes/No/N/a

Condensed Statement of Changes in Equity

411 At a minimum, each of the headings and subtotals included in the entity's most recent IAS 34.10
annual financial statements should be included in the condensed statement of changes in
equity.
Additional line items or notes should be included if their omission would make the IAS 34.10
condensed half-yearly financial statements misleading.

412 The nature and amount of items affecting equity that are unusual because of their nature,  I1AS 34.16A(c)
size or incidence should be disclosed.

413 A statement showing changes in equity should be presented cumulatively for the current IAS 34.20(c)
financial year to date.
A comparative statement should be given for the comparable year-to-date period of the IAS 34.20(c)
preceding financial year.
Entities whose business is highly seasonal are encouraged (but not required) to report IAS 34.21
financial information for the twelve months ending on the interim reporting date, and
comparative information for the prior twelve-month period.

4.14 Changes in equity should be measured and recognised on a basis consistent with that IAS 34.28
used in the preparation of the annual financial statements (the year-to-date method).
Condensed Statement of Cash Flows

415 At a minimum, each of the headings and subtotals included in the entity’'s most recent IAS 34.10
annual financial statements should be included in the condensed statement of cash flows.
Additional line items or notes should be included if their omission would make the IAS 34.10
condensed half-yearly financial statements misleading,.

416 The nature and amount of items affecting cash flows that are unusual because of their IAS 34.16A(C)
nature, size or incidence should be disclosed.

417 Astatement of cash flows should be presented cumulatively for the current financial year IAS 34.20(d)
to date.
A comparative statement should be given for the comparable year-to-date period in the IAS 34.20(d)
preceding financial year to date.
Entities whose business is highly seasonal are encouraged (but not required) to report IAS 34.21
financial information for the twelve months ending on the interim reporting date, and
comparative information for the prior twelve-month period.
Significant events and transactions and other disclosures

418 The interim report is intended to provide an update on the latest complete set of annual IAS 34.6
financial statements. An entity shall include in its interim financial report an explanation of ~ IAS 34.15

62

events and transactions that are significant to an understanding of the changes in financial
position and performance of the entity since the end of the last annual reporting period.
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Reference

Yes/No/N/a

The following is a list of events and transactions for which disclosures would be required if ~ IAS 34.15B
they are significant: the list is not exhaustive

(a) the write-down of inventories to net realisable value and the reversal of such a write-
down;

(b) recognition of a loss from the impairment of financial assets, property, plant and
equipment, intangible assets, assets arising from contracts with customers or other
assets, and the reversal of such an impairment loss;

) the reversal of any provisions for the costs of restructuring;

S

acquisitions and disposals of items of property, plant and equipment;

e) commitments for the purchase of property, plant and equipment;

=

litigation settlements;

g) corrections of prior period errors;

=y
=

changes in the business or economic circumstances that affect the fair value of the
entity’s financial assets and financial liabilities, whether those assets or liabilities are
recognised at fair value or amortised cost;

(i) anyloan default or breach of a loan agreement that has not been remedied on or
before the end of the reporting period;

(j) related party transactions;

(k) transfers between levels of the fair value hierarchy used in measuring the fair value of
financial instruments;

(I) changes in the classification of financial assets as a result of a change in the purpose or
use of those assets; and

(m) changes in contingent liabilities or contingent assets.

Individual IFRS Standards provide guidance regarding disclosure requirements for many of ~ 1AS 34.15C
the items listed above. When an event or transaction is significant to an understanding of

the changes in an entity's financial position or performance since the last annual reporting

period, its interim financial report should provide an explanation of and an update to the

relevant information included in the financial statements of the last annual reporting

period.

419

The information in the notes should normally be reported on a financial year-to-date basis. ~ 1AS 34.16A
The disclosures required by IAS 34.16A on the following pages shall be given either in the

interim financial statements or incorporated by cross-reference from the interim financial

statements to some other statement (such as management commentary or risk report)

that is available to users of the financial statements on the same terms as the interim

financial statements and at the same time. If users of the financial statements do not have

access to the information incorporated by cross-reference on the same terms and at the

same time, the interim financial report is incomplete.

4.20

63

A statement should be included that the same accounting policies and methods of IAS 34.16A(3)
computation are followed in the interim financial statements as in the most recent annual

financial statements. If those policies or methods have been changed, a description of the

nature and effect of the change should be included.

See page 36 for a description of new amendments to IFRS Standards adopted.

Interim reports should be prepared using the same accounting policies and principles for IAS 34.28
recognising assets, liabilities, income and expense as applied in the latest published annual  1AS 34.29
accounts, except where the accounting policies and principles are to be changed in the

subsequent annual financial statements.
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Reference

Yes/No/N/a

A change in accounting policy, other than one for which the transition is specified by a new
Standard or Interpretation, shall be reflected by restating the financial statements of prior
interim periods of the current financial year and the comparable interim periods of any
prior financial years included.

IAS 34.43(a)

4.21

Where full year comparatives are provided, a statement is required to satisfy section 435
of the Companies Act 2006 regarding the publication of non-statutory accounts, stating:

(@) that the accounts are not the entity’s statutory accounts (the term ‘statutory accounts’
is defined in section 434 of the Companies Act 2006);

(b) whether statutory accounts, dealing with the financial year with which the non-
statutory accounts purport to deal, have been delivered to the Registrar of Companies;

(c) whether the auditors have made a report under section 495 and 496 on the entity's
statutory accounts for any such financial year; and

(d) whether this audit report was qualified or unqualified, or included a reference to any
matters to which the auditors drew attention by way of emphasis without qualifying the
report or contained a statement under section 498(2) or 498(3) of Companies Act 2006
(i.e. the accounting records or returns were inadequate, or the accounts do not agree
with records or returns, or there has been a failure to obtain necessary information
and explanations).

For example: The information for the year ended 31 December 2020 does not
constitute statutory accounts as defined in section 434 of the Companies Act
2006. A copy of the statutory accounts for that year has been delivered to the
Registrar of Companies. The auditors reported on those accounts: their report
was unqualified, did not draw attention to any matters by way of emphasis and
did not contain a statement under section 498(2) or (3) of the Companies Act 2006

CA2006 s435
CA2006 s498

4.22

Explanatory comments about the seasonality or cyclicality of the interim operations should
be given.

The effects of the ongoing impact of COVID-19 and wider macroeconomic
uncertainties arising from Brexit might result in significant variances from
historic seasonal trends which may require additional explanatory disclosure in
the half-yearly financial report.

IAS 34.16A(b)

4.23

The nature and amount of changes in estimates of amounts reported in prior interim
periods of the current financial year should be disclosed.

Additionally, changes in estimates of amounts reported in prior financial years should be
disclosed.

IAS 34.16A(d)

4.24

Information about issues, repurchases and repayments of debt and equity securities
should be given.

IAS 34.16A(e)

4.25

Dividends paid (aggregate or per share) should be disclosed separately for ordinary shares
and other shares.

IAS 34.16A(f)
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4.26 If the entity is required to comply with IFRS 8 Operating Segments in its annual financial IAS 34.16A(g)
statements the following segment information should be disclosed:
(i) revenues from external customers, if included in the measure of segment profit or loss
reviewed by the chief operating decision maker or otherwise regularly provided to the
chief operating decision maker;
(i) intersegment revenues, if included in the measure of segment profit or loss reviewed
by the chief operating decision maker or otherwise regularly provided to the chief
operating decision maker;
(i) @ measure of segment profit or loss;
(iv) a measure of total assets and liabilities for a particular reportable segment if such
amounts are regularly provided to the chief operating decision maker and if there has
been a material change from the amount disclosed in the last annual financial
statements for that reportable segment;
(v) a description of differences from the last annual financial statements in the basis of
segmentation or in the basis of measurement of segment profit or loss; and
(vi) a reconciliation of the total of the reportable segments’ measures of profit or loss to
the entity's profit or loss before tax expense (tax income) and discontinued operations.
However, if an entity allocates to reportable segments items such as tax expense (tax
income), the entity may reconcile the total of the segments’ measures of profit or loss
to profit or loss after those items. Material reconciling items shall be separately
identified and described in that reconciliation.
If an entity changes the structure of its internal organisation in a manner that causes the IFRS 8.29
composition of its reportable segments to change, the corresponding information for IFRS 8.30
earlier interim periods shall be restated, unless the information is not available and the
cost to develop it would be excessive.
Following a change in the composition of its reportable segments, an entity shall:
e disclose whether it has restated the corresponding items of segment information for
earlier interim periods; and
e if segment information for earlier periods is not restated, disclose in the year in which
the change occurs segment information for the current period on both the old basis
and the new basis of segmentation.
4.27 Events after the interim period that have not been reflected in the financial statements for IAS 34.16A(h)
the interim period should be disclosed.
428 The effect of changes in the composition of the entity during the interim period should be IAS34.16A(i)
disclosed, including business combinations, obtaining or losing control of subsidiaries and
long-term investments, restructurings and discontinued operations.
In the case of business combinations, the disclosures required by IFRS 3 should be given
as follows:
An acquirer shall disclose information that enables users of its financial statements to IFRS 3.59

evaluate the nature and financial effect of a business combinations that occurs either:
(a) during the current reporting period; or

(b) after the end of the reporting period but before the financial statements are
authorised for issue.

Note: Paragraphs B64 to B66 of IFRS 3, as below, specify the minimum disclosures

to satisfy the requirement in IFRS 3.59.
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66

The acquirer shall disclose the following information for each business combination that
occurs during the reporting period:

(a) the name and a description of the acquiree;

(b) the acquisition date;

(c) the percentage of voting equity instruments acquired;

(d) the primary reasons for the business combination and a description of how the

acquirer obtained control of the acquire.

a qualitative description of the factors that make up the goodwill recognised, such as
expected synergies from combining operations of the acquiree and the acquirer,
intangible assets that do not qualify for separate recognition or other factors.

the acquisition date fair value of the total consideration transferred and the acquisition
date fair value of each major class of consideration, such as:

(i) cash;
(i) other tangible or intangible assets, including a business or subsidiary of the
acquirer;

(iii) liabilities incurred, for example, a liability for contingent consideration; and

(iv) equity instruments of the acquirer, including the number of instruments or
interests issued or issuable and the method of measuring the fair value of those
instruments or interests.

(g) for contingent consideration arrangements and indemnification assets:

(i) the amount recognised as of the acquisition date;

(i) a description of the arrangement and the basis for determining the amount of the
payment; and

(iii) an estimate of the range of outcomes (undiscounted) or, if a range cannot be
estimated, that fact and the reasons why a range cannot be estimated. If the
maximum amount of the payment is unlimited, the acquirer shall disclose that fact.

(h) for acquired receivables:

()

(i) the fair value of the receivables;
(i) the gross contractual amounts receivable; and

(iii) the best estimate at the acquisition date of the contractual cash flows not expected
to be collected.

The disclosures shall be provided by major class of receivable, such as loans, direct
finance leases and any other class of receivables.

the amount recognised as of the acquisition date for each major class or affects
acquired and liabilities assumed

for each contingent liability recognised in accordance with paragraph 23 of IFRS 3, the
information required in paragraph 85 of IAS 37. If a contingent liability is not
recognised because its fair value cannot be measured reliably, the acquirer shall
disclose:

(i) theinformation required by paragraph 86 of IAS 37; and

(i) the reasons why the liability cannot be measured reliably.

IFRS 3.B64

IFRS 3.B64(a)
IFRS 3.B64(b)
IFRS 3.B64(c)

IFRS 3.B64(d)

IFRS 3.B64(e)

IFRS 3.B64(f)

IFRS 3.B64(g)

IFRS 3.B64(h)

IFRS 3.B64(i)

IFRS 3.B64())
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An entity shall disclose the following for each class of provision:

(a) a brief description of the nature of the obligation and the expected timing of any
resulting outflows of economic benefits;

(b) an indication of the uncertainties about the amount or timing of those outflows.
Where necessary to provide adequate information, an entity shall disclose the
major assumptions made concerning future events, as addressed in paragraph 48
of IAS 37; and

() the amount of any expected reimbursement, stating the amount of any asset that
has been recognised for that expected reimbursement.

Unless the possibility of any outflow in settlement is remote, an entity shall disclose for
each class of contingent liability at the end of the reporting period a brief description of
the nature of the contingent liability and, where practicable:

(@) an estimate of its financial effect, measured under paragraphs 36-52 [of IAS 37];

(b) an indication of the uncertainties relating to the amount or timing of any outflow;
and

(c) the possibility of any reimbursement.
the total amount of goodwill that is expected to be deductible for tax purposes.

for transactions that are recognised separately from the acquisition of assets and
assumption of liabilities in the business combination in accordance with paragraph 51
of IFRS 3:

() adescription of each transaction;
(i) how the acquirer accounted for each transaction;

(iii) the amounts recognised for each transaction and the line item in the financial
statements in which each amount is recognised; and

(iv) if the transaction is the effective settlement of a pre-existing relationship, the
method used to determine the settlement amount.

(m) the disclosure of separately recognised transactions required by IFRS 3.B67(1) shall

include the amount of acquisition-related costs and, separately, the amount of those
costs recognised as an expense and the line item or items in the statement of
comprehensive income in which those expenses are recognised. The amount of any
issue costs not recognised as an expense and how they were recognised shall also be
disclosed.

(n) in a bargain purchase (see IFRS 3 paragraphs 34 to 36):

() the amount of any gain recognised in accordance with paragraph 34 of IFRS 3 and
the line item in the statement of comprehensive income in which the gain is
recognised; and

(i) a description of the reasons why the transaction resulted in a gain.

(0) for each business combination in which the acquirer holds less than 100 per cent of

67

the equity instruments in the acquiree at the acquisition date:

(i) the amount of the non-controlling interest in the acquiree recognised at the
acquisition date and the measurement basis for that amount; and

(i) for each non-controlling interest in an acquiree measured at fair value, the
valuation techniques and significant inputs used to measure that value.

IAS 37.85

IAS 37.86

IFRS 3.B64(k)

IFRS 3.B64()

IFRS 3.B64(m)

IFRS 3.B64(n)

IFRS 3.B64(0)
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(p) in a business combination achieved in stages: IFRS 3.B64(p)

(i) the acquisition date fair value of the equity interest in the acquiree held by the
acquirer immediately before the acquisition date; and

(i) the amount of any gain or loss recognised as a result of remeasuring to fair value
the equity interest in the acquiree held by the acquirer before the business
combination (see paragraph 42 of IFRS 3) and the line item in the statement of
comprehensive income in which that gain or loss is recognised.

(q) the following information: IFRS 3.B64(q)

(i) the amount of revenue and profit or loss of the acquiree since the acquisition date
included in the consolidated statement of comprehensive income for the reporting
period; and

(i) the revenue and profit or loss of the combined entity for the current reporting
period as though the acquisition date for all business combinations that occurred
during the year had been as of the beginning of the annual reporting period.

If disclosure of any of the information required by this subparagraph [IFRS 3.B64(q)] is
impracticable, the acquirer shall disclose that fact and explain why the disclosure is
impracticable.

For individually immaterial business combinations occurring during the reporting period IFRS 3.B65
that are material collectively, the acquirer shall disclose in aggregate the information
required by IFRS 3.B64(e)-(q).

If the acquisition date of a business combination is after the end of the reporting period IFRS 3.B66
but before the financial statements are authorised for issue, the acquirer shall disclose the

information required by paragraph B64 of IFRS 3 unless the initial accounting for the

business combination is incomplete at the time the financial statements are authorised for

issue. In that situation, the acquirer shall describe which disclosures could not be made

and the reasons why they cannot be made.

4.29

68

The acquirer shall disclose information that enables users of its financial statements to IFRS 3.61
evaluate the financial effects of adjustments recognised in the current reporting period

that relate to business combinations that occurred in the current or in previous reporting

periods.

Note: Paragraph B67 of IFRS 3, as below, specifies the minimum disclosures to IFRS 3.B67
satisfy the requirement in IFRS 3.61.

The acquirer shall disclose the following information for each material business
combination or in the aggregate for individually immaterial business combinations that are
material collectively:

(a) if the initial accounting for a business combination is incomplete for particular assets, IFRS 3.B67(a)
liabilities, non-controlling interests or items of consideration and the amounts
recognised in the financial statements for the business combination thus have been
determined only provisionally:

(i) the reasons why the initial accounting for the business combination is incomplete;

(i) the assets, liabilities, equity interests or items of consideration for which the initial
accounting is incomplete; and

(iii) the nature and amount of any measurement period adjustments recognised during
the reporting period in accordance with paragraph 49 of IFRS 3.
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(b) for each reporting period after the acquisition date until the entity collects, sells or
otherwise loses the right to a contingent consideration asset, or until the entity settles
a contingent consideration liability or the liability is cancelled or expires:

(i) any changes in the recognised amounts, including any differences arising upon
settlement;

(i) any changes in the range of outcomes (undiscounted) and the reasons for those
changes; and

(iii) the valuation techniques and key model inputs used to measure contingent
consideration.

(c) for contingent liabilities recognised in a business combination, the acquirer shall
disclose the information required by paragraphs 84 and 85 of IAS 37 for each class of
provision.

(d) areconciliation of the carrying amount of goodwill at the beginning and end of the
reporting period showing separately:

(i) the gross amount and accumulated impairment losses at the beginning of the
reporting period.

(i) additional goodwill recognised during the reporting period, except goodwill
included in a disposal group that, on acquisition, meets the criteria to be classified
as held for sale in accordance with IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations.

(iii) adjustments resulting from the subsequent recognition of deferred tax assets
during the reporting period in accordance with paragraph 67 of IFRS 3.

(iv) goodwill included in a disposal group classified as held for sale in accordance with
IFRS 5 and goodwill derecognised during the reporting period without having
previously been included in a disposal group classified as held for sale.

(v) impairment losses recognised during the reporting period in accordance with IAS
36. (IAS 36 requires disclosure of information about the recoverable amount and
impairment of goodwill in addition to this requirement.)

(vi) net exchange rate differences arising during the reporting period in accordance
with IAS 21.

(vii) any other changes in the carrying amount during the reporting period.

(viii) the gross amount and accumulated impairment losses at the end of the reporting
period.

(e) the amount and an explanation of any gain or loss recognised in the current reporting
period that both:
(i) relates to the identifiable assets acquired or liabilities assumed in a business
combination that was effected in the current or previous period; and
(ii) is of such a size, nature or incidence that disclosure is relevant to understanding
the combined entity’s financial statements.

IFRS 3.B67(b)

IFRS 3.B67(c)

IFRS 3.B67(d)

IFRS 3.B67(e)

4.30

If the specific disclosures required by IFRS 3 do not meet the objectives set out in
paragraphs 59 and 61 of IFRS 3, the acquirer shall disclose whatever additional
information is necessary to meet those objectives.

IFRS 3.63

4.31

69

For financial instruments, the disclosures about fair value required by paragraphs 91-93(h),
94-96, 98 and 99 of IFRS 13 Fair Value Measurement and paragraphs 25, 26 and 28-30 of
IFRS 7 Financial Instruments: Disclosures should be given.

The disclosure requirements are as follows.

IAS 34.16A()
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An entity shall disclose information that helps users of its financial statements assess both ~ IFRS 13.91
of the following:

(a) for assets and liabilities that are measured at fair value on a recurring or non-recurring
basis in the statement of financial position after initial recognition, the valuation
techniques and inputs used to develop those measurements.

(b) for recurring fair value measurements using significant unobservable inputs (Level 3),
the effect of the measurements on profit or loss or other comprehensive income for
the period.

To meet the objectives in IFRS 13.91, an entity shall consider all the following: IFRS 13.92
a
b

(@) the level of detail necessary to satisfy the disclosure requirements;
(
() how much aggregation or disaggregation to undertake; and
(

)
) how much emphasis to place on each of the various requirements;

d) whether users of financial statements need additional information to evaluate the
quantitative information disclosed.

If the disclosures provided in accordance with IFRS 13 and other IFRSs are insufficient to
meet the objectives in IFRS 13.91, an entity shall disclose additional information necessary
to meet those objectives.

To meet the objectives in IFRS 13.91, an entity shall disclose, at a minimum, the following IFRS 13.93
information for each class of assets and liabilities (see IFRS 13.94 for information on

determining appropriate classes of assets and liabilities) measured at fair value (including
measurements based on fair value within the scope of IFRS 13) in the statement of

financial position after initial recognition:

(a) for recurring and non-recurring fair value measurements, the fair value measurement
at the end of the reporting period, and for non-recurring fair value measurements, the
reasons for the measurement. Recurring fair value measurements of assets or
liabilities are those that other IFRSs require or permit in the statement of financial
position at the end of each reporting period. Non-recurring fair value measurements of
assets or liabilities are those that other IFRSs require or permit in the statement of
financial position in particular circumstances (eg when an entity measures an asset
held for sale at fair value less costs to sell in accordance with IFRS 5 Non-current Assets
Held for Sale and Discontinued Operations because the asset's fair value less costs to
sellis lower than its carrying amount).

(b) for recurring and non-recurring fair value measurements, the level of the fair value
hierarchy within which the fair value measurements are categorised in their entirety
(Level 1,2 or 3).

(c) for assets and liabilities held at the end of the reporting period that are measured at
fair value on a recurring basis, the amounts of any transfers between Level 1 and Level
2 of the fair value hierarchy, the reasons for those transfers and the entity’s policy for
determining when transfers between levels are deemed to have occurred (see IFRS
13.95). Transfers into each level shall be disclosed and discussed separately from
transfers out of each level.

(d) for recurring and non-recurring fair value measurements categorised within Level 2
and Level 3 of the fair value hierarchy, a description of the valuation technique(s) and
the inputs used in the fair value measurement. If there has been a change in valuation
technigue (eg changing from a market approach to an income approach or the use of
an additional valuation technique), the entity shall disclose that change and the
reason(s) for making it. For fair value measurements categorised within Level 3 of the
fair value hierarchy, an entity shall provide quantitative information about the
significant unobservable inputs used in the fair value measurement. An entity is not
required to create quantitative information to comply with this disclosure requirement
if quantitative unobservable inputs are not developed by the entity when measuring
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fair value (eg when an entity uses prices from prior transactions or third-party pricing
information without adjustment). However, when providing this disclosure an entity
cannot ignore quantitative unobservable inputs that are significant to the fair value
measurement and are reasonably available to the entity.

N

for recurring fair value measurements categorised within Level 3 of the fair value
hierarchy, a reconciliation from the opening balances to the closing balances,
disclosing separately changes during the period attributable to the following:

(i) total gains or losses for the period recognised in profit or loss, and the line item(s)
in profit or loss in which those gains or losses are recognised.

(ii) total gains or losses for the period recognised in other comprehensive income, and
the line item(s) in other comprehensive income in which those gains or losses are
recognised.

(iii) purchases, sales, issues and settlements (each of those types of changes disclosed
separately).

(iv) the amounts of any transfers into or out of Level 3 of the fair value hierarchy, the
reasons for those transfers and the entity’s policy for determining when transfers
between levels are deemed to have occurred (see IFRS 13.95). Transfers into Level
3 shall be disclosed and discussed separately from transfers out of Level 3.

for recurring fair value measurements categorised within Level 3 of the fair value
hierarchy, the amount of the total gains or losses for the period in (e)(i) included in
profit or loss that is attributable to the change in unrealised gains or losses relating to
those assets and liabilities held at the end of the reporting period, and the line item(s)
in profit or loss in which those unrealised gains or losses are recognised.

for recurring and non-recurring fair value measurements categorised within Level 3 of
the fair value hierarchy, a description of the valuation processes used by the entity
(including, for example, how an entity decides its valuation policies and procedures and
analyses changes in fair value measurements from period to period).

for recurring fair value measurements categorised within Level 3 of the fair value
hierarchy:

(i) for all such measurements, a narrative description of the sensitivity of the fair value
measurement to changes in unobservable inputs if a change in those inputs to a
different amount might result in a significantly higher or lower fair value
measurement. If there are interrelationships between those inputs and other
unobservable inputs used in the fair value measurement, an entity shall also
provide a description of those interrelationships and of how they might magnify or
mitigate the effect of changes in the unobservable inputs on the fair value
measurement. To comply with that disclosure requirement, the narrative
description of the sensitivity to changes in unobservable inputs shall include, at a
minimum, the unobservable inputs disclosed when complying with (d).

(i) for financial assets and financial liabilities, if changing one or more of the
unobservable inputs to reflect reasonably possible alternative assumptions would
change fair value significantly, an entity shall state that fact and disclose the effect
of those changes. The entity shall disclose how the effect of a change to reflect a
reasonably possible alternative assumption was calculated. For that purpose,
significance shall be judged with respect to profit or loss, and total assets or total
liabilities, or, when changes in fair value are recognised in other comprehensive
income, total equity.
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An entity shall determine appropriate classes of assets and liabilities on the basis of the IFRS 13.94
following:

(a) the nature, characteristics and risks of the asset or liability; and

(b) the level of the fair value hierarchy within which the fair value measurement is
categorised.

The number of classes may need to be greater for fair value measurements categorised
within Level 3 of the fair value hierarchy because those measurements have a greater
degree of uncertainty and subjectivity. Determining appropriate classes of assets and
liabilities for which disclosures about fair value measurements should be provided
requires judgement. A class of assets and liabilities will often require greater
disaggregation than the line items presented in the statement of financial position.
However, an entity shall provide information sufficient to permit reconciliation to the line
items presented in the statement of financial position. If another IFRS specifies the class
for an asset or a liability, an entity may use that class in providing the disclosures required
in this IFRS if that class meets the requirements in this paragraph.

An entity shall disclose and consistently follow its policy for determining when transfers IFRS 13.95
between levels of the fair value hierarchy are deemed to have occurred in accordance with

IFRS 13.93(c) and (e)(iv). The policy about the timing of recognising transfers shall be the

same for transfers into the levels as for transfers out of the levels. Examples of policies for

determining the timing of transfers include the following:

(@) the date of the event or change in circumstances that caused the transfer.
(b) the beginning of the reporting period.
(c) the end of the reporting period.

If an entity makes an accounting policy decision to use the exception in IFRS 13.48 IFRS 13.96
(applicable to groups of financial assets and financial liabilities that are managed on the
basis of net exposure to either market risks or credit risk), it shall disclose that fact.

For a liability measured at fair value and issued with an inseparable third-party credit IFRS 13.98
enhancement, an issuer shall disclose the existence of that credit enhancement and
whether it is reflected in the fair value measurement of the liability.

An entity shall present the quantitative disclosures required by this IFRS in a tabular format  IFRS 13.99
unless another format is more appropriate.

Except as set out in IFRS 7.29, for each class of financial assets and financial liabilities (see IFRS 7.25
IFRS 7.6), an entity shall disclose the fair value of that class of assets and liabilities in a way
that permits it to be compared with its carrying amount.

In disclosing fair values, an entity shall group financial assets and financial liabilities into IFRS 7.26
classes, but shall offset them only to the extent that their carrying amounts are offset in
the statement of financial position.
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In some cases, an entity does not recognise a gain or loss on initial recognition of a
financial asset or financial liability because the fair value is neither evidenced by a quoted
price in an active market for an identical asset or liability (ie a Level 1 input) nor based on a
valuation technique that uses only data from observable markets. In such cases, the entity
shall disclose by class of financial asset or financial liability:

(a) its accounting policy for recognising in profit or loss the difference between the fair
value at initial recognition and the transaction price to reflect a change in factors
(including time) that market participants would take into account when pricing the
asset or liability (see paragraph B5.1.2A(b) of IFRS 9).

(b) the aggregate difference yet to be recognised in profit or loss at the beginning and end
of the period and a reconciliation of changes in the balance of this difference.

() why the entity concluded that the transaction price was not the best evidence of fair
value, including a description of the evidence that supports the fair value

IFRS 7.28

Disclosures of fair value are not required:

(@) when the carrying amount is a reasonable approximation of fair value, for example, for
financial instruments such as short-term trade receivables and payables;

(b) deleted; or

(c) for a contract containing a discretionary participation feature (as described in IFRS 4) if
the fair value of that feature cannot be measured reliably; or

(d) for lease liabilities.

IFRS 7.29

In the cases described in IFRS 7.29(c), an entity shall disclose information to help users of
the financial statements make their own judgements about the extent of possible
differences between the carrying amount of those financial assets or financial liabilities and
their fair value, including:

(a) the fact that fair value information has not been disclosed for these instruments
because their fair value cannot be measured reliably;

(b) a description of the financial instruments, their carrying amount, and an explanation of
why fair value cannot be measured reliably;
(c) information about the market for the instruments;

(d) information about whether and how the entity intends to dispose of the financial
instruments; and

(e) if financial instruments whose fair value previously could not be reliably measured are
derecognised, that fact, their carrying amount at the time of derecognition, and the
amount of gain or loss recognised.

IFRS 7.30

4.32

4.32 For entities becoming, or ceasing to be, investment entities, as defined in IFRS 10
Consolidated Financial Statements, the disclosures in IFRS 12 Disclosure of Interests in Other
Entities paragraph 9B should be given.

IAS 34.16AK)

When an entity becomes, or ceases to be, an investment entity, it shall disclose the change
of investment entity status and the reasons for the change. In addition, an entity that
becomes an investment entity shall disclose the effect of the change of status on the
financial statements for the period presented, including:

(a) the total fair value, as of the date of change of status, of the subsidiaries that cease to
be consolidated;

(b) the total gain or loss, if any, calculated in accordance with paragraph B101 of IFRS 10;
and

(c) the line item(s) in profit or loss in which the gain or loss is recognised (if not presented
separately).

IFRS 12.9B
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4.33

The disaggregation of revenue from contracts with customers required by paragraphs
114-115 of IFRS 15 should be disclosed.

An entity shall disaggregate revenue recognised from contracts with customers into
categories that depict how the nature, amount, timing and uncertainty of revenue and
cash flows are affected by economic factors. An entity shall apply the guidance in
paragraphs B87-B89 of IFRS 15 when selecting the categories to use to disaggregate
revenue.

In addition, an entity shall disclose sufficient information to enable users of financial
statements to understand the relationship between the disclosure of disaggregated
revenue (in accordance with paragraph 114) and revenue information that is disclosed for
each reportable segment, if the entity applies IFRS 8 Operating Segments.

IAS 34.16A()

IFRS 15.114

IFRS 15.115

4.34

While IAS 34 does not require specific disclosure requirements related to updates of
information provided in the latest annual financial statements in relation to a new IFRS
Standard that has been issued but has not yet come into effect, ESMA is of the view that,
where significant, issuers could provide an update of information provided in

the [previous] financial statements in the interim financial statements.

ESMA public
statements on
IFRS 9 and
IFRS 15

4.35

The compliance with IAS 34 should be stated.

IAS 34.19

First-time Adoption of IFRS Standards

5.1

If an entity presents an interim financial report in accordance with IAS 34 for part of the
period covered by its first IFRS financial statements, the entity shall satisfy the following
requirements in addition to the requirements of IAS 34:

(@) Each such interim financial report shall, if the entity presented an interim financial
report for the comparable interim period of the immediately preceding financial year,
include:

(i) areconciliation of its equity in accordance with previous GAAP at the end of that
comparable interim period to its equity under IFRSs at that date; and

(i) areconciliation to its total comprehensive income in accordance with IFRSs for that

comparable interim period (current and year to date). The starting point for that
reconciliation shall be total comprehensive income in accordance with previous
GAAP for that period or, if an entity did not report such a total, profit or loss in
accordance with previous GAAP.

)

in accordance with IAS 34 for part of the period covered by its first IFRS financial
statements shall include the reconciliations described in IFRS 1 paragraphs 24(a) and
(b) (supplemented by the details required by paragraphs 25 and 26) or a cross-
reference to another published document that includes these reconciliations.

(c) If an entity changes its accounting policies or its use of the exemptions contained in
IFRS 1, it shall explain the changes in each such interim financial report in accordance
with IFRS 1 paragraph 23 and update the reconciliations required by (a) and (b).

In addition to the reconciliations required by (a), an entity’s first interim financial report

IFRS 1.32

52

IAS 34 requires minimum disclosures, which are based on the assumption that users of
the interim financial report also have access to the most recent annual financial

statements. However, IAS 34 also requires an entity to disclose ‘any events or transactions

that are material to an understanding of the current interim period'. Therefore, if a first-
time adopter did not, in its most recent annual financial statements in accordance with
previous GAAP, disclose information material to an understanding of the current interim
period, its interim financial report shall disclose that information or include a cross-
reference to another published document that includes it.

IFRS 1.33

74



2021 update on half-yearly financial reporting

Reference

Yes/No/N/a

FRS 104 Interim financial reporting

Entities which report under FRS 102 should prepare their condensed half-yearly
financial statements in accordance with FRS 104.

The requirements below are those that apply to condensed half-yearly financial
statements. Should an entity choose to produce a complete set of half-yearly
financial statements, all requirements of FRS 102 apply in the same way as for
annual financial statements, including the disclosure requirements.

6.1

An interim financial report shall include, at a minimum, the following components:
(a) a condensed statement of financial position;

(b) asingle condensed statement of comprehensive income or a separate condensed
income statement and a separate condensed statement of comprehensive income;

(c) a condensed statement of changes in equity;
(d) a condensed statement of cash flows; and

(e) selected explanatory notes.

An entity may use titles for the statements other than those used in this FRS as long as
they are not misleading.

[tem (d) above does not apply to an entity that will not present a statement of cash flows in
its next annual financial statements.

FRS 104.8

FRS 104.8E

FRS 104.8F

6.2

When the presentation of the components of the interim financial statements will be
changed in its next annual financial statements an entity is permitted to present the
components of the interim financial statements on that new basis, instead of the basis
applied in its most recent annual financial statements as required by 6.3 to 6.5.

This provision is particularly relevant in the first year of adoption of FRS 102

where an entity has not previously presented annual financial statements under
FRS 102.

FRS 104.8D

6.3

An entity shall present a single condensed statement of comprehensive income or a
separate condensed income statement and a separate condensed statement of
comprehensive income, consistent with the basis of presentation applied in its most
recent annual financial statements.

FRS 104.8A

6.4

An entity that has presented a single statement of income and retained earnings in place
of the statement of comprehensive income and statement of changes in equity in
accordance with paragraph 3.18 of FRS 102 in its most recent annual financial statements,
is permitted to present a single condensed statement of income and retained earnings if,
during any of the periods for which the interim financial statements are required to be
presented in accordance with paragraph 20A, the only changes to equity arise from profit
or loss, payment of dividends, corrections of prior period errors or changes in accounting
policies.

FRS 104.8B

6.5

An entity that has presented only an income statement, or a statement of comprehensive
income in which the ‘bottom line’ is labelled ‘profit or loss’ in accordance with paragraph
3.19 of FRS 102 in its most recent annual financial statements, is permitted to use the
same basis of presentation if there are no items of other comprehensive income in any of
the periods for which the interim financial statements are required to be presented in
accordance with paragraph FRS 104.20B.

FRS 104.8C
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Yes/No/N/a

6.6

The condensed interim financial statements shall include, at a minimum, each of the
headings and subtotals that were included in the entity's most recent annual financial
statements and the selected explanatory notes as required by this FRS. Additional line
items or notes shall be included if their omission would make the condensed interim
financial statements misleading.

FRS 104.10

6.7

Interim financial reports shall include interim financial statements (condensed or
complete) for periods as follows:

(a) A statement of financial position as of the end of the current interim period and a
comparative statement of financial position as of the end of the immediately preceding
financial year.

c

A single statement of comprehensive income or separate statements of income and of
comprehensive income for the current interim period and, if different, cumulatively for
the current financial year to date, with a comparative single statement of
comprehensive income or separate statements of income and of comprehensive
income for the comparable interim period (current and, if different, year-to-date) of the
immediately preceding financial year. 6.3 sets out when an entity shall present a single
statement of comprehensive income or separate statements of income and of
comprehensive income.

(c) A statement of changes in equity cumulatively for the current financial year to date,
with a comparative statement for the comparable year-to-date period of the
immediately preceding financial year.

(d) A statement of cash flows cumulatively for the current financial year-to-date, with a
comparative statement for the comparable year-to-date period of the immediately
preceding financial year. This requirement does not apply to entities that do not
present a statement of cash flows in accordance with 6.1.

FRS 104.20

6.8

An entity that presents a single condensed statement of income and retained earnings in
place of the statement of comprehensive income and statement of changes in equity in
accordance with 6.4, shall present a single condensed statement of income and retained
earnings for the periods set out in 6.7(b).

FRS 104.20A

6.9

An entity that presents an income statement, or a statement of comprehensive income in
which the ‘bottom line’ is labelled 'profit or loss' in accordance with 6.5, shall present an
income statement, or a statement of comprehensive income on that basis for the periods
set out in 6.7(b).

FRS 104.20B

6.10

For an entity whose business is highly seasonal, financial information for the 12 months up
to the end of the interim period and comparative information for the prior 12-month
period may be useful. Accordingly, entities whose business is highly seasonal are
encouraged to consider reporting such information in addition to the information called
forin 6.7t0 6.9.

FRS 104.21

Significant events and transactions

An entity shall include in its interim financial report an explanation of events and
transactions that are significant to an understanding of the changes in financial position
and performance of the entity since the end of the last annual reporting period.
Information disclosed in relation to those events and transactions shall update the
relevant information presented in the most recent annual financial report.

See earlier in the publication for a discussion of the above requirements in an
IFRS context. Similar considerations apply under FRS 104.

FRS 104.15
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6.12 A user of an entity’s interim financial report will have access to the most recent annual FRS 104.15A
financial report of that entity. Therefore, it is unnecessary for the interim financial report to
provide relatively insignificant updates to the information that was reported in the most
recent annual financial report.
6.13 The following is a list of events and transactions for which disclosures would be required, if ~ FRS 104.15B
they are significant, either in the notes to the interim financial statements or, if disclosed
elsewhere in the interim financial report, cross-referred to in the disclosure in the notes to
the interim financial statements. Disclosure of this information is required in an entity's
interim financial report only if the entity would be required to make the disclosure in its
annual financial statements. This list is not exhaustive:
(a) the write-down of inventories to net realisable value and the reversal of such a write-
down;
(b) recognition of a loss from the impairment of financial assets, property, plant and
equipment, intangible assets, or other assets, and the reversal of such an impairment
loss;
(c) the reversal of any provisions for the costs of restructuring;
(d) acquisitions and disposals of items of property, plant and equipment;
(e) commitments for the purchase of property, plant and equipment;
() litigation settlements;
(g) corrections of prior period errors;
(h) changes in the business or economic circumstances that affect the fair value of the
entity’s financial assets and financial liabilities, where those assets or liabilities are
measured at fair value;
(i) any loan default or breach of a loan agreement that has not been remedied on or
before the end of the reporting period;
(j) related party transactions, unless the transaction was entered into between two or
more members of a group, provided that any subsidiary which is party to the
transaction is wholly owned by such a member; and
(k) [not used]
() [not used]
(m) changes in contingent liabilities or contingent assets.
6.14 Individual sections of FRS 102 provide guidance regarding disclosure requirements FRS 104.15C

for many of the items listed in 6.13. When an event or transaction is significant to an
understanding of the changes in an entity’s financial position or performance since the last
annual reporting period, its interim financial report should provide an explanation of and
an update to the relevant information included in the financial statements of the last
annual reporting period.
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Other disclosures

6.15

In addition to disclosing significant events and transactions in accordance with 6.11-14, an
entity shall include the following information, either in the notes to its interim financial
statements or, if disclosed elsewhere in the interim financial report, cross-referred to in
the information in the notes to the interim financial statements (the information shall
normally be reported on a financial year-to-date basis):

(@) A statement that the same accounting policies and methods of computation are
followed in the interim financial statements as compared with the most recent annual
financial statements or, if those policies or methods have been changed, a description
of the nature and effect of the change.

(@A) Any material uncertainties related to events or conditions that cast significant doubt upon
the entity's ability to continue as a going concern, as required by paragraph 4B of FRS 104.

(aB) If an entity does not prepare its interim financial statements on a going concern basis,
it shall disclose that fact, the basis on which the interim financial statements are
prepared, and the reason why the entity is not regarded as a going concern, as
required by paragraph 4B of FRS 104.

(b) Explanatory comments about the seasonality or cyclicality of interim operations.

(c) The nature and amount of items affecting assets, liabilities, equity, profit or loss or cash
flows that are unusual because of their nature, size or incidence.

(d) The nature and amount of changes in estimates of amounts reported in prior interim
periods of the current financial year or changes in estimates of amounts reported in
prior financial years.

D

Issues, repurchases and repayments of debt and equity securities.

3

Dividends paid (aggregate or per share) separately for ordinary shares and other shares.

The following segment information (disclosure of segment information is required in an
entity's interim financial report only if the entity has presented segment information in
accordance with IFRS 8 Operating Segments (as adopted in the relevant jurisdiction) in
its most recent annual financial statements):

©

() Revenues from external customers, if included in the measure of segment profit or
loss reviewed by the chief operating decision maker or otherwise regularly provided
to the chief operating decision maker.

(i) Intersegment revenues, if included in the measure of segment profit or loss
reviewed by the chief operating decision maker or otherwise regularly provided to
the chief operating decision maker.

(i) A measure of segment profit or loss.

(iv) A measure of total assets and liabilities for a particular reportable segment if such
amounts are regularly provided to the chief operating decision maker and if there
has been a material change from the amount disclosed in the most recent annual
financial statements for that reportable segment.

(v) A description of differences from the most recent annual financial statements in
the basis of segmentation or in the basis of measurement of segment profit or loss.

(vi) A reconciliation of the total of the reportable segments’ measures of profit or loss
to the entity’s profit or loss before tax expense (tax income) and discontinued
operations. However, if an entity allocates to reportable segments items such as tax
expense (tax income), the entity may reconcile the total of the segments’ measures
of profit or loss to profit or loss after those items. Material reconciling items shall
be separately identified and described in that reconciliation.

(h) Events after the interim period that have not been reflected in the financial statements
for the interim period.

FRS 104.16A
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Yes/No/N/a

(i) The effect of changes in the composition of the entity during the interim period,
including business combinations, obtaining or losing control of subsidiaries and long-
term investments, restructurings, and discontinued operations. In the case of business
combinations, the entity shall disclose the information required by paragraphs 19.25
and 19.25A of FRS 102 (disclosure of this information is required in an entity’s interim
financial report only if the entity would be required to make the disclosure in the
annual financial statements).

(j) For financial instruments disclosures that help users of interim financial reports to

evaluate the significance of financial instruments measured at fair value; the entity shall

disclose the information required by paragraphs 11.43, 11.48A(e) and 34.22 (amended
with effect for periods commencing on or after 1 January 2017) of FRS 102 (disclosure
of this information is required in an entity's interim financial report only if the entity
would be required to make the disclosure in its annual financial statements).

6.16

An interim financial report that covers part of an annual financial reporting period during
which an entity transitions from one financial reporting framework to another shall, in
order to comply with the disclosure requirements in paragraph 6.15(a), disclose the
following information:

(a) a description of the nature of each change in accounting policy;

(b) a reconciliation of its equity determined in accordance with its previous financial
reporting framework to its equity determined in accordance with the new financial
reporting framework for the following dates:

(i) the date of transition to the new financial reporting framework; and

(i) at the end of the comparable year-to-date period of the immediately preceding
financial year; and

(c) areconciliation of profit or loss determined in accordance with its previous financial
reporting framework for the comparable interim period (current and if different year-
to-date) of the immediately preceding financial year.

The requirements of paragraph 35.14 of FRS 102 apply in respect of the reconciliations
presented.

FRS 104.16B

6.17

An entity shall present basic and diluted earnings per share for an interim period when the
entity has presented earnings per share information in accordance with IAS 33 Earnings
per Share (as adopted in the relevant jurisdiction) in its most recent annual financial
statements.

If an entity presents basic and diluted earnings per share, it shall do so in the statement
that presents the components of profit or loss (see 6.1(b)).

FRS 104.11-11A

6.18

If an entity's interim financial report is in compliance with FRS 104, that fact shall be
disclosed.

FRS 104.19
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6.19

Where full year comparatives are provided, a statement is required to satisfy section 435 of the
Companies Act 2006 regarding the publication of non-statutory accounts, stating:

(a) that the accounts are not the entity’s statutory accounts (the term ‘statutory accounts' is
defined in section 434 of the Companies Act 2006);

(b) whether statutory accounts, dealing with the financial year with which the non-statutory
accounts purport to deal, have been delivered to the Registrar of Companies;

(c) whether the auditors have made a report under section 495 and 496 on the entity's
statutory accounts for any such financial year; and

(d) whether this audit report was qualified or unqualified, or included a reference to any matters
to which the auditors drew attention by way of emphasis without qualifying the report or
contained a statement under section 498(2) or 498(3) of Companies Act 2006 (i.e. the
accounting records or returns were inadequate, or the accounts do not agree with records or
returns, or there has been a failure to obtain necessary information and explanations).

For example: The information for the year ended 31 December 2020 does not
constitute statutory accounts as defined in section 434 of the Companies Act 2006. A
copy of the statutory accounts for that year has been delivered to the Registrar of
Companies. The auditors reported on those accounts: their report was unqualified,
did not draw attention to any matters by way of emphasis and did not contain a
statement under section 498(2) or (3) of the Companies Act 2006.

CA2006 s435
CA2006 s498

Interim management report

DTR 4.2.3(2)

7.1

The interim management report must include at a minimum:

(@) anindication of important events that have occurred during the first six months of the
financial year, and their impact on the condensed set of financial statements; and

(b) adescription of the principal risks and uncertainties for the remaining six months of the
financial year.

DTR 4.2.7

Where the principal risks and uncertainties faced at the time of the last annual report remain valid

for the purposes of the Interim Management Report, the FCA has indicated that it is acceptable to:

e  state that the principal risks and uncertainties have not changed;
e provide a summary of those principal risks and uncertainties; and

e include a cross-reference to where a detailed explanation of the principal risks and
uncertainties can be found in the Annual Report.

If the risks and uncertainties have changed since the annual report, the entity should describe
the new principal risks and uncertainties in the interim management report.

With continued uncertainty as to when lockdown restrictions in the UK and elsewhere
will end, potential supply chain, workforce, technology and trading issues resulting from
Brexit and regulatory and government action in response to climate change, new or
changes to existing principal risks and uncertainties might arise such that inclusion of
only a statement of the type described above may not be appropriate.

UKLA Technical
note: DTR

7.2

If the entity has listed shares, the following information must be disclosed in the interim
management report, at a minimum:

(a) related party transactions that have taken place in the first six months of the current
financial year and that have materially affected the financial position or the performance of
the group during the period; and

(b) any changes in the related party transactions described in the last annual report that could
have a material effect on the financial position or performance of the group in the first six
months of the current financial year.

DTR 4.2.8(1)
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7.3 If the entity has listed shares but is not required to prepare consolidated DTR 4.2.8(2)
accounts, it must disclose, at a minimum, any transactions which have been entered into
with related parties by the entity, if such transactions are material and have not been
concluded under normal market conditions.
Information to be disclosed includes the amount of such transactions, the nature of the
related party relationship and other information about the transactions necessary for an
understanding of the financial position of the entity.
Information about such related party transactions may be aggregated according to their DTR 4.2.8(3)
nature except where separate information is necessary for an understanding of the effects
of related party transactions on the financial position of the entity.
8 Going concern
8.1 In annual and half-yearly financial statements, the directors should state whether it UK Corporate
considers it appropriate to adopt the going concern basis of accounting in preparing them, — Governance
and identify any material uncertainties to the company’s ability to continue to do so overa  Code
period of at least twelve months from the date of approval of the financial statements. paragraph 30
8.2 Where an entity is required to prepare half-yearly financial statements, the same 2014 FRC
considerations should apply as for the annual financial statements in relation to Guidance -
disclosures about the going concern basis of accounting and material uncertainties. Appendix A
Directors should therefore build on their understanding of these matters since the paragraph 10
completion of the last annual report, update their conclusions on the basis of accounting
and the existence of material uncertainties and revise their disclosures as necessary.
Appendix A of the FRC's 2014 Guidance on Risk Management, Internal Control and
Related Financial and Business Reporting provides guidance on the going concern
basis of accounting and material uncertainties, plus the reporting thereof.
See page 35 for guidance on going concern in the current uncertain economic
environment.
9 Responsibility statements DTR 4.2.3(3)
9.1 Responsibility statements must be made by the persons responsible within the entity. DTR 4.2.10(1)
9.2 The name and function of any person who makes a responsibility statement must be DTR 4.2.10(2)
clearly indicated in the responsibility statement.
9.3 For each person making a responsibility statement, the statement must confirm that to the  DTR 4.2.10(3)

best of his or her knowledge:

(@) the condensed set of financial statements, which has been prepared in accordance
with the applicable set of accounting standards, gives a true and fair view of the assets,
liabilities, financial position and profit or loss of the issuer, or the undertakings included
in the consolidation as a whole as required by DTR 4.2 4R;

(b) the interim management report includes a fair review of the information required by
DTR 4.2.7R; and

() if the entity has listed shares, the interim management report includes a fair review of
the information required by DTR 4.2.8R.
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9.4 A person making a responsibility statement will satisfy the requirement in DTR 4.2.10.(3) (@) DTR 4.2.10(4)
above to confirm that the condensed set of financial statements gives a true and fair view
of the assets, liabilities, financial position and profit or loss of the issuer (or the
undertakings included in the consolidation as a whole) by including a statement that the
condensed set of financial statements have been prepared in accordance with:
(@) IAS 34 as contained in UK adopted IFRS; or
(b) for UK issuers not using UK adopted IFRS, FRS 104: Interim Financial Reporting issued by
the Financial Reporting Council or
(c) for all other issuers not using UK adopted IFRS, a national accounting standard relating
to interim reporting,
provided always that a person making such a statement has reasonable grounds to be
satisfied that the condensed set of financial statements prepared in accordance with such
a standard is not misleading.
10 ESMA Guidelines on Alternative Performance Measures (APMs)

The interim management report (the narrative part) in a half-yearly financial
report prepared by an issuer of securities on a UK-regulated market (for example
the Main Market in the UK but not AIM) does fall within the scope of the
guidelines. The Guidelines themselves provide more detail on the scope of which
documents they apply to.

APMs are defined in the guidelines as “a financial measure of historical or future
financial performance, financial position, or cash flows, other than a financial
measure defined or specified in the applicable financial reporting framework.”
This captures metrics such as EBIT, EBITDA, free cash flows, net debt, gearing and
more besides.

Further information on the guidelines can be found in the ‘Requirements for the
preparation and dissemination of half-yearly financial reports’ section of this
publication. The below sets out the requirements contained within the
guidelines.

See also page 19 for considerations on the use of APMs in half-yearly financial
reports.

Except for those member states which do not permit the compliance by reference,
disclosure principles set out in the guidelines may be replaced by a direct reference to
other documents previously published which contain these disclosures on APMs and are
readily and easily accessible to users. In this case, compliance with the guidelines is to be
assessed reading the documents together. However, compliance by reference should not
override the other principles of the guidelines.

As set out below, APMs should be accompanied by the comparatives for the
corresponding previous periods, thus the compliance by reference should not be
understood as allowing the removal of those comparatives and replacement with
references.

References made should direct users to the information required by the guidelines such
as direct hyperlinks into the documents where the information may be accessed. This
reference should be sufficiently precise such as identification of the specific page, section
or chapter of the documents where this information can be read.

For the purpose of the guidelines, readily and easily access to the documents implies that
investors will not need to register on websites, to pay fees to access this information or to
search for these documents through a search facility or a succession of links.

ESMA
guidelines
Annex IV 45

ESMA
guidelines
Annex IV 46

ESMA
guidelines
Annex IV 47

ESMA
guidelines
Annex IV 48
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10.1 The FRC's FAQs on the Guidelines note that “preparers of financial information ESMA
should consider their wider reporting responsibilities when using signposting to guidelines
external information, such as the UK Corporate Governance Code’s requirement Annex IV 20-21
to ensure, when taken as a whole, the Annual Report is fair, balanced and
understandable.”. Under the DTR the interim management report is required to
provide a “fair” review.

APMs and their components should be defined in a clear and readable way along with the
basis of calculation adopted, including details of any material hypotheses or assumptions
used. An indication should be given as to whether the APM or any of its components relate
to the (expected) performance of the past or future reporting period.

10.2 APMs should be given meaningful labels reflecting their content and basis of calculationin ~ ESMA
order to avoid conveying misleading messages to users. Overly optimistic or positive labels  guidelines
such as 'guaranteed profit’ or ‘protected returns’ should not be used. Annex IV 22-23

. . ESMA
References to APMs should not use labels, titles or descriptions that are the same or suidelines
confusingly similar to measures defined in the applicable financial reporting framework.
usingly simi u i i ppli i i porting w Annex IV 24
Items should not be mislabelled as nonrecurring, infrequent or unusual. For example, ESMA
items that affected past periods and will affect future periods will rarely be considered as guidelines
non-recurring, infrequent or unusual (such as restructuring costs or impairment losses). Annex IV 25

10.3 A reconciliation of the APM to the most directly reconcilable line item, subtotal or total ESMA
presented in the financial statements of the corresponding period should be disclosed, guidelines
separately identifying and explaining the material reconciling items. Annex IV 26
The most directly reconcilable line item, subtotal or total presented in the financial ESMA
statements relevant for that specific APM should also be presented. guidelines

Annex IV 27
Where reconciling items are included in financial statements, users should be able to ESMA
identify them in those financial statements. Where a reconciling item cannot be extracted guidelines
directly from the financial statements, the reconciliation should show how the figure is Annex IV 28
calculated.
Where an APM is directly identifiable from the financial statements no reconciliation is ESMA
required. This applies for example when an APM is a total or subtotal presented in guidelines
financial statements. Annex IV 29
Paragraphs 30 and 31 address scenarios where financial statements of the corresponding ~ ESMA
period are not yet published (such as results announcements) or will never be published. guidelines
These requirements are not reproduced here in light of their limited relevance to half- Annex IV 30-31
yearly financial reports.
Where an APM presented is not reconcilable because it does not derive from the financial ESMA
statements, such as profit estimates, future projections or profit forecasts, the issuer guidelines
should provide an explanation about the consistency of that APM with the accounting Annex IV 32
policies applied by the issuer in the financial statements prepared in accordance with the
applicable financial reporting framework.

104 The use of APMs should be explained in order to allow users to understand their relevance  ESMA
and reliability. The explanation should set out why it is believed that an APM provides guidelines

useful information regarding the financial position, cash-flows or financial performance as
well as the purposes for which the specific APM is used.

Annex IV 33-34
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10.5 APMs should not be displayed with more prominence, emphasis or authority than ESMA
measures directly stemming from financial statements. The presentation of APMs should guidelines
not distract from the presentation of the measures directly stemming from financial Annex IV 35-36
statements.

10.6 APMs should be accompanied by comparatives for the corresponding previous periods, ESMA
including reconciliations for those comparatives. In situations where APMs relate to guidelines
forecasts or estimations, the comparatives should be in relation to the last historical Annex IV 37-38
information available.

L , ' o , ) ESMA
Where it is impracticable to provide comparative figures, this should be disclosed together guidelines

ith lanati towhyitisi ticable.

with an explanation as to why it is impracticable Annex IV 39
Where restating comparatives, only information available at the end of the financial period ~ ESMA
for which the APM was presented should be used. The effects of events occurring after guidelines
that moment should not be incorporated, i.e. hindsight should not be used when Annex IV 40
presenting restated comparatives.

10.7  The definition and calculation of an APM should be consistent over time. In exceptional ESMA
circumstances where APMs are redefined, the issuer should: guidelines

i.  Explain the changes; Annex IV 41

ii. explain the reasons why these changes result in reliable and more relevant

information on the financial performance, and

iii. provide restated comparative figures.
Where an APM stops being disclosed, the reason for considering that this APM no longer ESMA
provides relevant information should be explained. guidelines

Annex IV 42

When a specific APM is replaced by another one that better achieves the same objectives, ESMA
an explanation should be given as to why the new APM provides reliable and more guidelines
relevant information compared to the previous APM used. Annex IV 43

84



2021 update on half-yearly financial reporting

How can we help?

Further resources and publications on corporate reporting
can be found at www.ukaccountingplus.co.uk

Deloitte would be pleased to advise on specific application
of the principles set out in this publication. Professional
advice should be obtained as this general advice cannot be
relied upon to cover specific situations. Application will
depend on the particular circumstances involved. If you
would like further, more detailed information or advice, or
would like to meet with us to discuss your half-yearly
financial reporting issues, please contact your local
Deloitte partner.
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