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Dear Ms Ashelford 

FRED 53: Draft Amendments to FRS 101 Reduced Disclosure Framework 

(2013/14) 

Deloitte LLP is pleased to respond to FRED 53: Draft Amendments to FRS 101 Reduced Disclosure 

Framework (2013/14). We have set out our detailed responses to the consultation questions in the 

Appendix to this letter together with some additional comments. 

Overall we agree with the majority of the proposals but believe the drafting could be improved.  However, 

we do not support the proposed amendments to the Application Guidance to FRS 101 in relation to IFRS 

10 because we believe that they are unnecessary for the reasons explained in the Appendix. 

We would be happy to discuss our letter and the draft proposals with you. If you have any questions, 
please contact James Rogers on 0207 303 7482 or jrogers@deloitte.co.uk or Ken Rigelsford on 0207 
007 0752 or krigelsford@deloitte.co.uk. 

 

Yours sincerely 

 

Veronica Poole 

National Head of Accounting and Corporate Reporting 

Deloitte LLP  
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Appendix 

Responses to detailed questions 

Question 1 Do you agree with proposed amendments to FRS 101 Reduced Disclosure 

Framework? If not, why not? 

We agree with the substance of the proposed introduction of paragraph 4A and amendments to 

paragraphs 6 and 8(l) of the standard, as well as the proposed amendments to Appendix IV. However, we 

have some concerns about the specific wording of these amendments which are set out below. 

We do not agree with the proposed amendments to the Application Guidance to FRS 101. For the 

reasons set out below, we do not believe that these amendments are necessary. 

Wording of paragraph 4A 

As regards paragraph 4A, we recommend that the words ‘applicable to such accounts’ be added at the 

end of the sentence. This will have the effect of clarifying that it is only the applicable portions of the 

Regulations which must be complied with. 

Wording of paragraph 6 

As regards paragraph 6, we agree that the existing wording is confusing and does not appear to reflect 

the intention which was to remind readers of the need to comply with the applicable requirements of the 

Accounting Regulations. However, we do not believe that the proposed wording is as clear as it could be 

in explaining that, although the exemptions may be used, it is necessary also to consider the separate 

legal requirements. We propose that the amendment be altered so that the opening paragraph reads: 

‘A qualifying entity which is not a financial institution may take advantage in its individual financial 

statements of the disclosure exemptions set out in paragraphs 8 to 9 of this FRS. In relation to the 

exemptions set out in paragraphs 8(d) and (e), where financial instruments are measured at fair value the 

disclosures required by the Act and the Regulations must nevertheless be provided, in particular: 

(a) [as in Exposure Draft] 

(b) [as in Exposure Draft]’ 

Amendments to the Application Guidance 

We agree that the issue identified by the Accounting Council, regarding when a company which prepares 

Companies Act accounts may exclude a subsidiary from consolidation, is valid.  However, in the context 

of FRS 101 it is only indirectly relevant to the preparation of accounts, since FRS 101 may only be 

applied by a qualifying entity in its individual financial statements and not in its consolidated financial 

statements. The question of whether or not an investment entity is legally allowed to exclude a subsidiary 

from consolidation is only relevant when considering the consolidated accounts, which must, by definition, 

be prepared under a different accounting framework such as IFRSs or FRS 102. 

In our view the appropriate way to deal with this potential issue is to add a paragraph to the scope section 

of FRS 101 highlighting this issue to users of the standard, rather than making amendments to IFRS 10. 



 

 

 

Before addressing the proposed Application Guidance itself, we believe that it is worth considering the 

circumstances in which an investment entity may seek to apply FRS 101. We believe that this will most 

commonly be in relation to the separate financial statements of an investment entity which prepares 

consolidated financial statements because it has one or more subsidiaries providing investment-related 

services. Some intermediate parent companies that are investment entities will also be able to apply FRS 

101 but only when they meet the definition of a qualifying entity. This will be the case if they are included 

in the consolidated financial statements of a larger group by consolidation but not where they are included 

at fair value in the accounts of a parent which is also an investment entity. We believe that this context is 

helpful when considering the application of FRS 101 to investment entities. 

We acknowledge that a company preparing Companies Act consolidated financial statements cannot 

exclude subsidiaries from consolidation unless they are held ‘exclusively with a view to subsequent 

resale’ and this is the case when a company is preparing consolidated financial statements in accordance 

with FRS 102. However, FRS 101 can only be applied to the individual financial statements of a qualifying 

entity - it may not be applied in consolidated financial statements. The proposed Application Guidance 

therefore will not be directly applicable to financial statements prepared in accordance with FRS 101, 

since IFRS 10 is concerned only with consolidated financial statements. 

We understand that the proposed Application Guidance may have been included in the exposure draft 

because the requirements of IAS 27 for separate financial statements make reference to IFRS 10. 

However, the effect of these references is to mandate that if IFRS 10 would require a subsidiary to be 

accounted for at FVTPL in consolidated financial statements, this treatment must be consistently applied 

in the separate financial statements, regardless of whether consolidated financial statements are also 

required. We do not believe that this requirement should be affected by whether or not the subsidiary 

could be excluded from consolidation in Companies Act financial statements. 

Question 2 Do you agree with the proposed effective date? If not, why not? 

Yes, we agree that these amendments should have the same effective date as currently stated in FRS 

101, with early adoption permitted. In our view it would be helpful if the amendments included a specific 

statement confirming that an entity should apply these amendments as if they had been included in FRS 

101 at the entity’s date of transition to that standard. This would clarify the position for entities whose 

transition date falls before the date of issue of these amendments. 

Additional comments 

Ability to account for investments at fair value in separate financial statements 

We do not agree with the assertion in paragraph 13 of the Accounting Council’s Advice to the FRC to 

issue FRED 53 that a company would be required to use the true and fair override to account for 

investments in subsidiaries at fair value through profit or loss. Schedule 1:36(4) to the Regulations allows 

that ‘Financial instruments that, under international accounting standards adopted by the European 

Commission on or before 5th September 2006 in accordance with the IAS Regulation, may be included in 

accounts at fair value, may be so included, provided that the disclosures required by such accounting 

standards are made.’ 

At that date, IAS 27:37 stated that ‘When separate financial statements are prepared, investments in 

subsidiaries that are not classified as held for sale in accordance with IFRS 5 shall be accounted for 

either (a) at cost, or (b) in accordance with IAS 39.’ IAS 39 required that such investments be accounted 



 

 

 

for either as an available-for-sale financial asset or a financial asset at fair value through profit or loss – in 

either case measured at fair value. The investments could have been accounted for at fair value through 

profit or loss if they were designated as such in accordance with IAS 39, which in particular allows such a 

designation if ‘a group of financial assets is managed and its performance evaluated on a fair value basis, 

in accordance with a documented investment strategy, and information is provided internally on that basis 

to the entity’s key management personnel’. We would expect that, in order for the entity to fulfil the 

conditions for an investment entity set out in IFRS 10, the investments in subsidiaries held by an entity 

would need to meet these criteria. 

Therefore, investments in subsidiaries could have been included in a set of separate financial statements 

at fair value under international accounting standards adopted by the European Commission at 5th 

September 2006 and thus may be so included in current Companies Act accounts, as set out in Sch 

1:36(4).  

Disclosure requirements of IFRS 12 and IAS 27 regarding investment entities 

The Accounting Council’s asserts in paragraph 14 of its Advice to the FRC to issue FRED 53 that an 

investment entity should qualify as a financial institution. This seems a reasonable conclusion given the 

nature of the activities of an investment entity as defined in IFRS 10 but could be open to challenge given 

the definition of a financial institution for the purposes of FRS 101. In particular, that definition states that 

‘A parent entity whose sole activity is to hold investments in other group entities is not a financial 

institution.’ We recommend that this wording should be amended by the addition of the words ‘unless it 

qualifies as an investment entity in accordance with paragraphs 27-30 of IFRS 10.’ 

Subject to this clarification, we agree that an investment entity should not be exempt from the disclosure 

requirements of IFRS 12 and IAS 27 in relation to investment entities. In this regard, we assume that the 

reference in paragraph 14 of the Advice to ‘new disclosure requirements in IFRS 12 and IAS 27’ means 

those introduced by the investment entities amendments. 

Other requirements of IFRS 12 regarding separate financial statements 

The proposals do not appear to address the other disclosure requirements of IFRS 12 on the assumption 

that they are concerned with consolidated financial statements and are therefore irrelevant to entities 

applying FRS 101. IFRS 12 includes certain disclosure requirements about unconsolidated structured 

entities which must be made in an entity’s separate financial statements if consolidated financial 

statements are not prepared. It is unclear whether consideration has been given to exempting entities 

applying FRS 101 from these disclosure requirements, which may be expected to be given in the 

consolidated financial statements of the ultimate parent. While we do not have strong views one way or 

the other on this issue, it would be helpful if the Accounting Council’s position regarding these 

requirements could be clarified when the amendments are finalised. 

 


