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REPORTING THE FINANCIAL EFFECTS OF RATE REGULATION 

 
ICAEW welcomes the opportunity to comment on the discussion paper Reporting the Financial 
Effects of Rate Regulation published by the IASB in September 2014, a copy of which is available 
from this link.  
 
This response of 30 January 2015 has been prepared on behalf of ICAEW by the Financial 
Reporting Faculty. Recognised internationally as a leading authority on financial reporting, the 
Faculty, through its Financial Reporting Committee, is responsible for formulating ICAEW policy on 
financial reporting issues and makes submissions to standard setters and other external bodies on 
behalf of ICAEW. The Faculty provides an extensive range of services to its members including 
providing practical assistance with common financial reporting problems. 
 
 
 
 

http://www.ifrs.org/Current-Projects/IASB-Projects/Rate-regulated-activities/Discussion-Paper-September-2014/Documents/Discussion-Paper-Reporting-Financial-Effects-Rate-Regulation-September-2014.pdf
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ICAEW is a world-leading professional accountancy body. We operate under a Royal Charter, 
working in the public interest. ICAEW’s regulation of its members, in particular its responsibilities in 
respect of auditors, is overseen by the UK Financial Reporting Council. We provide leadership and 
practical support to over 142,000 member chartered accountants in more than 160 countries, 
working with governments, regulators and industry in order to ensure that the highest standards 
are maintained. 
 
ICAEW members operate across a wide range of areas in business, practice and the public sector. 
They provide financial expertise and guidance based on the highest professional, technical and 
ethical standards. They are trained to provide clarity and apply rigour, and so help create long-term 
sustainable economic value. 

 

Copyright © ICAEW 2015 
All rights reserved. 
 
This document may be reproduced without specific permission, in whole or part, free of charge and 
in any format or medium, subject to the conditions that: 
 

 it is appropriately attributed, replicated accurately and is not used in a misleading context;  
 the source of the extract or document is acknowledged and the title and ICAEW reference 

number are quoted. 
 
Where third-party copyright material has been identified application for permission must be made to 
the copyright holder. 
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MAJOR POINTS 

1. ICAEW welcomes further IASB consultation on this topic. We have not, on this occasion, 
responded to the specific questions raised in the discussion paper, but we do have some 
important general observations, outlined in the following paragraphs.  
 

2. We support further investigation into the reporting of rate-regulated activities, which impacts a 
wide range of entities across the globe, but this should be focussed on the needs of users and 
the extent to which, if at all, current IFRS reporting is deficient. We are not aware of UK users 
having any significant complaints given IFRS 14 is not applied here. We recognise, however, 
that there can sometimes be a gap between the information included in IFRS financial 
statements and that required by investors seeking to understand the financial performance of 
rate-regulated entities, and it is important to consider further the characteristics of rate-
regulated activities and assess how to improve the reporting of these activities in IFRS financial 
statements.  

  
3. As indicated during earlier debates on this subject, our understanding is that under The 

Conceptual Framework for Financial Reporting (the Framework) the recognition of regulatory 
assets and regulatory liabilities generally would not be permitted (although we are not in a 
position to state that this is categorically the case in all circumstances due to the wide range of 
regulatory regimes that exist). In developing any new approach to reporting in this area, it is 
important that the IASB should not be tempted to depart from – or stretch unduly - the 
definitions of assets and liabilities set out in the Framework. 
 

4. We also believe that the IASB should avoid developing a narrow, industry-specific approach to 
the reporting of rate regulated activities, which might result in other industries drawing 
questionable analogies and reaching inappropriate conclusions. The development of very 
specific rules under IFRS might also encourage other industries subject to specific regulatory 
requirements to seek different accounting rules under IFRS. This would be an unhelpful and 
unwelcome step in the evolution of IFRS, which to date has avoided the US predilection for 
industry-specific accounting literature. In our view, a better approach would be to develop a 
principles-based model which can be applied, where appropriate, across a range of industries 
and evolving circumstances, although it may end up being a disclosure model if in most 
circumstances rate regulated regimes do not give rise to assets and liabilities as defined in the 
Conceptual Framework.  
 

5. We note that IFRS 14 Regulatory Deferral Accounts, introduced in January 2014, is an interim 
measure available only to first-time adopters. The standard was not intended to prejudge the 
outcome of the wider debate on rate-regulated activities. Nonetheless, we should like to take 
this opportunity to note our strong preference for the withdrawal or replacement of IFRS 14 at 
the earliest opportunity, for the reasons outlined in paragraph 3 above.  
 

6. This project is at an embryonic stage and much further investigation, outreach with users and 
analysis of rate-regulated activities will be necessary before the IASB develops a firm set of 
proposals. We are not yet convinced that this can or should lead to recognition of regulatory 
deferral assets and liabilities. We note that many rate-regulated entities already provide 
information to investors, tailored to their needs and to the local regulatory environment and we 
are still inclined at this early stage to favour a disclosure-only model for the reporting of rate-
regulated activities. However, we remain open to considering the merits of alternative 
approaches, subject to the principles outlined in this letter.   

 
RESPONSES TO SPECIFIC QUESTIONS 
 
7. We have not responded to the detailed questions set out in the discussion paper, as explained 

above. We would however be happy to provide further information on this topic on request.  
 


