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FRED 29 (i) Property, plant and equipment (ii) Borrowing costs 
 
We concur that IAS 16 and FRS 15 have much in common in terms of their scope and principles for 
initial measurement, valuation and depreciation of tangible fixed assets. 
 
A number of issues do however arise in the context of the charities sector that warrants particular 
consideration. 
 
As identified in the exposure draft, the proposals are silent on the question of initial measurement of 
donated assets. The existing standard (FRS 15) is explicit in its requirement for donated tangible fixed 
assets to be carried at their current value on the date they are received. This accounting treatment is 
echoed in the Charities SORP and is standard sector practice. 
 
The inclusion of all charity assets in their financial statements at fair value has been a long struggle and 
we are concerned that the technical underpinning of this work may be lost if the issue is not specifically 
addressed by the new standard. From the context provided in the preface to the exposure draft, it would 
appear that ASB have the discretion to modify an international standard for UK purposes. We believe that 
consideration therefore should be given to the inclusion of a short paragraph to address the issue of initial 
valuation of donated assets. 
 
Revaluation of tangible fixed assets, whilst not the usual sector practice, is a policy adopted by some 
charities and the Charities SORP allows some flexibility in valuation approaches where such a policy is 
adopted. Some charities that currently revalue using EUV may be reluctant to adopt OMY policies for 
reasons well explained in the preface to the exposure draft. Also a number of charities adopted 
revaluation policies under FRS 15 without fully appreciating the requirement for ongoing valuations 
under the standard. Transitional arrangements that allow entities that chose not to adopt revaluation 
policies under the new standard to continue carrying tangible fixed assets at a previous valuation would 
be welcomed. These transitional arrangements should apply both to entities that did not adopt revaluation 
policies under FRS 15 and to those that choose not to adopt 

 

 
 



 
 

 
revaluation with the introduction of the new standard. This would give charities an opportunity to review 
current valuation policies before “locking into” a requirement for on-going valuations under a  new 
standard. 
 
We attach a schedule that sets out our responses to the particular questions raised in the exposure draft. 

Raymond Jones 
Policy Accountant 
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Related Party Disclosures - FRED 25 Consultation 

 
FRS 8 has been a key standard in charity reporting and has contributed significantly to the sector’s 
accountability and transparency. Transactions with related parties (other than at arms length with 
subsidiaries) are not regarded as normal or usual in the context of charities. In particular transactions 
that give rise to a benefit to a charity trustee (a director in company’s terminology) require either 
constitutional authority or in England and Wales an order by the Charity Commission. 

 
In this context the guidance provided by FRS 8 on transactions undertaken directly or indirectly with 
individuals accountable for stewardship (e.g. trustees) has been particularly valuable. In the context of 
charities such information may significantly influence the decisions of users of financial statements 
such as donors. We therefore have particular concerns that this issue of materiality is not addressed in 
the exposure draft. We fear that without specific guidance that significant transactions with trustees 
and persons connected with them will fall out of disclosure as being immaterial in the context of the 
reporting entity or group whilst being significant to the recipient. With current pressures on enhanced 
disclosure, accountability and transparency we believe this could be seen as a retrograde step and 
poorly timed.  

 
We also note that FRS 8 deals more comprehensively with the notion of influence and related party 
status. From the sector viewpoint relationships that might exist which inhibit a charity from pursuing 
its own independent interest are particularly relevant. Any decision to enter into a transaction ought to 
be influenced only by the consideration of the charity’s own interests. Currently paragraph 2.5 (a) of 
FRS 8 addresses this point well. Similarly, the concept of two parties being influenced from the same 
sources and hence being related appears to have been lost. We feel that these considerations could be 
introduced explicitly into paragraph 5 or 6 of the exposure draft and to some extent built into the 
definition of “significant interest” provided in paragraph 9. 

 
We also consider that IASB should give wider consideration to the disclosure of “management 
compensation.” The term is loose and undefined at present and one can imagine a variety of 

 

  



 
transactions being treated as part of management compensation and therefore exempt from disclosure. 
IASB should in our view be encouraged to consider the exact reasons for the regarding “management 
compensation” as being exempted from the standard. Users of financial statements are undoubtedly 
influenced by compensation packages awarded to key management and on occasion such information 
is relevant to the assessment of governance and risks of aggressive earnings management. The only 
justification that we can see for the exemption (apart from sensitivities) is that such discloses are also 
required under company law. We therefore believe this matter and the reasons for the exemption 
should be re-considered. 

 
Our responses to the specific questions raised with the Exposure Draft are set out in the attached 
schedule. 

 

Raymond Jones 
Policy Accountant 



 



 



 


