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3Purpose of this session

• In October, we presented a summary of feedback from investors 
on the Discussion Paper

• In this meeting, we will:
 Provide a brief summary of some of the feedback messages received
 Ask CMAC members for their advice on next steps

Presenter
Presentation Notes
For reference, we include below the October 2017 CMAC meeting summary on the POD DP:Discussion Paper Disclosure Initiative—Principles of DisclosureThe purpose of this session was to provide CMAC members with an overview of the feedback received from investors on the Discussion Paper Disclosure Initiative—Principles of Disclosure (Discussion Paper). CMAC members were asked for their views on the feedback received, and on which areas of the Discussion Paper to prioritise.CMAC members’ comments on each section of the Discussion Paper have been summarised below.Principles of effective communicationOne member asked whether the principles of effective communication suggested in the Discussion Paper were applicable to other documents, such as press releases. The staff clarified that the principles were intended to apply to entities’ financial statements. The member suggested that the application of the principles to other reports should be voluntary.Another member said it might be difficult to assess compliance with these principles. This member thinks that these principles might be better placed within the Conceptual Framework for Financial Reporting.Roles of the primary financial statements and the notesOne member suggested that rather than being indifferent about the location of information, investors hold different views about whether particular information should be included in the primary financial statements or in the notes. This member added that investors generally view information presented in the primary financial statements as having a higher degree of audit assurance.A few members suggested that the Board should consider providing more explicit guidance on the level of disaggregation of line items in the primary financial statements. These members added that the information in primary financial statements is sometimes too summarised, and that more disaggregation of line items would be useful for investors.Location of informationSome members stated that they would prefer if information that is not required by IFRS Standards (non-IFRS information) is provided outside financial statements. Other members, however, suggested that such information is useful for analysing the entirety of a business and could be included in financial statements if presented fairly. These members supported the Discussion Paper’s approach to the presentation of non-IFRS information.A few members expressed doubts about the effectiveness of the suggested requirements in the Discussion Paper to require non-IFRS information to be included in the financial statements. In particular:one member reported noticing an increase in the use of performance measures in annual reports after the introduction of the European Securities and Markets Authority’s Guidelines on Alternative Performance Measures. However, disclosure of performance measures typically did not include the rationales behind some of the adjustments included in the measures, or a clear reconciliation to amounts presented in primary financial statements. This member highlighted the importance of taking steps to prevent a similar outcome if the requirements suggested in the Discussion Paper for the placement of non-IFRS information in the financial statements become finalised.another member said the requirements suggested in the Discussion Paper could be useful when an entity provides non-IFRS information as a result of fulfilling the disclosure requirements of IFRS 8 Operating Segments.A few other members found the requirements suggested in the Discussion Paper seemed too restrictive, and said it could result in entities limiting the use of non-IFRS information in their financial statements.Use of performance measures in the financial statements[Note that all feedback received on this section will be used in the Primary Financial Statements project and is not therefore raised for discussion in this session]Some members said that earnings before interest, tax, depreciation and amortisation (EBITDA) is important for business analysis. These members added that clearly defined measures that reconcile to amounts presented in primary financial statements would be useful to investors. In particular:a few members stated that an adjusted EBITDA measure provided by an entity might be useful to investors as long as the entity reconciled this measure with an EBITDA measure defined by the Board and disclosed this reconciliation consistently across periods; anda member pointed out that there are a limited number of IFRS defined subtotals which makes it difficult, in practice, to reconcile measures not specified in IFRS Standards (non-IFRS measures) to IFRS information. This member thought that defining more subtotals in IFRS Standards would address this issue and give more assurance to investors about non-IFRS measures currently provided in financial statements.Members had mixed views about prohibiting entities from presenting measures that are not necessarily subtotals directly arising from recognition and measurement requirements in IFRS Standards, for example, underlying or normalised EBITDA. However, most of the members agreed that this type of information should be disclosed in the notes (for example, in the segment reporting note) as long as it is disclosed fairly, as suggested in the Discussion Paper.Disclosure of accounting policiesWhen considering an amount resulting from a number of complex transactions, one member stated a preference for including more details about the accounting policies applied for such transactions alongside the note relating to that amount.This member also expressed a preference for including more detail about the accounting policies applied to a transaction that affects a number of line items in the primary financial statements (for example, unwinding of sales discounts).New Zealand Accounting Standards Board staff’s approach to drafting disclosure requirements in IFRS StandardsA few members stated that the approach for drafting disclosure requirements developed by the staff of the New Zealand Accounting Standards Board is promising and worth further consideration. These members were surprised not to have received many comments from investors on this topic.
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5Addressing the disclosure problem
In summary…

• Many think that developing principles will not be enough to help solve 
the disclosure problem

• Many think the Board should review disclosure requirements in 
individual Standards

• If the Board do this, some (eg preparers) expect to see a reduction in 
disclosure requirements

• In deciding upon next steps, we would like to understand what users 
think about the Board reviewing disclosure requirements in individual 
Standards



6Example: preparer views

Too many prescriptive 
disclosure 

requirements

Regulatory / 
compliance
environment

No time to apply judgement about what to disclose and 

how to communicate effectively.  This leads to the 

disclosure problem, ie:

• Lack of relevant information

• Too much irrelevant information

• Ineffective communication

+

Consequently, some think the way to address the disclosure problem is to review 
requirements with a view to eliminating those that are perceived to be unnecessary or 

duplicative



7Questions
1) Do you have any thoughts on the preparer view of the disclosure problem as 

described on slide 6?  Do you agree that a review aimed at eliminating 
requirements that are perceived to be unnecessary or duplicative would lead 
to an overall improvement in the information provided in the financial 
statements?

2) Are there any particular areas where you think disclosure requirements are 
excessive? 

3) Do you think the Board should review disclosure requirements in individual 
Standards? If, yes what should be the purpose of that review?  
 to add more requirements; 
 to remove requirements; or 
 something else? 
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9Project focus/prioritisation
• In addition to developing disclosure principles, the Discussion 

Paper identified several other things the Board could do to help 
solve the disclosure problem

• Many think the Board needs to better focus the project – ie identify 
and prioritise the things that are most important

• On the next slide we have listed some of the topics covered in the 
Discussion Paper



10Project focus/prioritisation

Formatting

Which accounting policies to disclose?

Location of accounting policies

IFRS information outside the financial statements

Non-IFRS information inside the financial statements

Developing guidance or requirements on†….

†See appendix for a summary of what the Discussion Paper said on each of these topics



11Questions
1) Do you agree with the relative prioritisation described on slide 10? 

2) Do you think the Board should undertake some or all of the activities listed on 
slide 10?  Which ones?
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13Effect of technology
• The effect of technology and digital reporting was not addressed in detail 

in the discussion paper

• Nevertheless, many respondents thought the Board should consider the 
potential consequences of technology.  For example:
 what would effective communication look like in a digital reporting environment?

 considerations about location and formatting might become less relevant

• Conversely, some say we can’t predict how technology will change.  
Therefore, the Board’s objective should be to help companies to improve 
communication in financial statements as they are now



14Question
1) Do you think the Board should consider technology and digital reporting as 

part of the project?  Why? 
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IFRS Foundation

www.ifrs.org

IFRS Foundation

@IFRSFoundation

Comment on our work

go.ifrs.org/comment



16Appendix

Accounting Policies

The Board observed that users of financial statements often express concerns about how accounting policies are disclosed 
in the financial statements. In particular, the accounting policy section of an entity’s financial statements can be long and
unhelpful due to the lack of clarity around how to effectively communicate accounting policy disclosures.

In order to address these concerns, the Board considered developing guidance that: 

• clarifies which accounting policies are necessary for understanding the financial statements

• explains how to better organise and locate information about accounting policies and significant judgements and 
assumptions

This Appendix summarises at a high level what the Discussion Paper said about the topics listed 
on slide 10



17Appendix
IFRS information outside the financial statements / non-IFRS information inside the financial statements

The Board observed that duplication and fragmentation of information can make financial statements and annual reports 
more difficult to analyse and understand.  In order to address these concerns, the Board considered whether:

• Information necessary to comply with IFRS Standards may be placed outside the financial statements, but within the 
annual report if:

 it makes the annual report as a whole more understandable 

 the financial statements remain understandable 

 the information is faithfully represented, clearly identified and incorporated into the financial statements by means 
of a cross-reference

• Information labelled as ‘non-IFRS’ may be placed within the financial statements if it is clearly identified and explained 
and included in a list of ‘non-IFRS’ information.



18Appendix
Formatting

The Board received feedback that more effective use of formatting would improve how entities communicate information.  
For example, some said that more frequent use of tables and graphs, where appropriate, helps users of financial 
statements to understand and compare information quickly. In order to address this feedback, the Board considered 
whether to develop guidance on formatting.  This might cover, for example:

• types of formats

• when one particular format is more appropriate than another

• illustrative examples
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