
IFRS for SMEs 
Are you ready for the change?

The UK Accounting Standards Board (ASB) as part of its strategy to converge with International Financial Reporting
Standards (IFRS), has proposed the International Financial Reporting Standard for Small and Medium-sized Entities
(IFRS for SMEs) as the foundation for replacing UK GAAP.  Outlined below are some answers to the questions that
you may have at this time.

Will I be affected by the proposed changes?

Adopt IFRS as adopted by the EU

• This is applicable to the company financial statements as 
well as group

• There is currently no exemption for wholly owned subsidiaries 
however, the ASB is considering the appropriate recognition 
and measurement framework and the potential for disclosure 
exemptions

• The ASB is seeking views on whether the definition of ‘publicly 
accountable’ should be based on current legislation 

Do you have any debt or equity instruments
traded in a public market or are you in the

process of having them traded?

Are you currently adopting or entitled 
to adopt the FRSSE?

Are you a profit seeking entity that

doesn’t fall into the categories above? 

Are you a company that takes deposits or
holds assets in a fiduciary capacity as one 

of your primary businesses?

Continue to use the FRSSE

However, the ASB is seeking views on whether the FRSSE should be
based on IFRS or replaced by the IFRS for SMEs after an appropriate
transition period

ADOPT THE IFRS FOR SMEs

YES

YES

YES

YES

NO

NO

NO

• The ASB is still considering the strategy for convergence given that IFRS does not take into account the 
application by such entities as charities, housing associations, further education institutions and community 
interest companies.

• The proposal is to develop additional guidance around IFRS for SMEs or full IFRS to address areas specific to 
not-for-profit entities.

• The consultation suggests four possible approaches to convergence and has invited comments on them. These 
are a public benefit framework, a public benefit standard, separate standards on public benefit issues and 
supplementary text in UK GAAP.

• If the ASB decides to develop a public entity standard, the detailed accounting requirements will be subject to a 
separate consultation.  This will likely lead to a deferred implementation date.

What if I am a Public Benefit (not-for-profit) Entity?



The ASB proposed that the IFRS for SMEs would form the foundation for replacing UK GAAP for financial years
beginning on or after 1 January 2012.  However, in response to feedback to its proposal, the ASB has tentatively
agreed to a one year deferral i.e. for financial years beginning on or after 1 January 2013.  If the effective date is
deferred by one year, the following timeline illustrates the impact for a company with a 31 December year end.

When will the changes affect me?

The impact of the IFRS for SMEs will depend entirely on the circumstances of your company and the current
accounting policies you apply under UK GAAP. The IFRS for SMEs does not permit revaluation of tangible and
intangible assets or capitalisation of development or borrowing costs. It does however require certain financial
instruments to be measured at fair value and proposes a different measurement basis for deferred tax and
presentational changes to the components of the financial statements. The ASB is still considering whether it 
should adopt the IFRS for SMEs in full or with amendments.

What will the impact be when I transition over to IFRS for SMEs?

What next?

Is there anything I need to do now?

Profit for the comparative period will need to be
restated under IFRS for SMEs

1 January 2012 31 December 2012 31 December 2013

Profit for the year under IFRS
for SMEs

‘The transition date’
Opening balance

sheet restated under
IFRS for SMEs

First set of financial
statements under

IFRS for SMEs

Balance sheet
restated under IFRS

for SMEs

For further information on the IFRS for SMEs,
please contact your local Baker Tilly office.

At the present time, there is much uncertainty in relation to the ASB’s proposals.  A clearer
picture will be available once the exposure draft has been published.  At that time, Baker Tilly
will be in touch to assist you in understanding the implications and the necessary actions that
will be needed to ensure a smooth transition to the IFRS for SMEs.

Baker Tilly UK Audit LLP, Baker Tilly Tax and Advisory Services LLP, Baker Tilly Corporate Finance LLP, Baker Tilly Restructuring and

Recovery LLP and Baker Tilly Tax and Accounting Limited are not authorised under the Financial Services and Markets Act 2000 but we

are able in certain circumstances to offer a limited range of investment services because we are members of the Institute of Chartered

Accountants in England and Wales.  We can provide these investment services if they are an incidental part of the professional services

we have been engaged to provide. Baker Tilly & Co Limited is authorised and regulated by the Financial Services Authority to conduct a

range of investment business activities.

The ASB requested comments on its consultation document and is currently in the process of
reviewing the feedback which contained diverging views but general support for the IFRS for
SMEs.  After giving due consideration to the comments made, it is the ASB’s intention to
release an Exposure Draft outlining the Future of UK GAAP. 


