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Purpose

 Provide an overview of a new AcSB Initiative

— To develop a Framework to improve the
reporting of performance measures

« Ask ASAF members for feedback on the Dratft
Framework
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Quality of performance measures matters

Fiat Chrysler: events & impact on stock price

Fiat Chrysler announces
“inflated sales” from an
internal investigation

monthly reporting of units sold SEC investigation into Fiat
Chrysler is announced

| Fiat Chrysler announces error in

22.7500

9.0000

8.0000

s
|

|
i |
II O O T R T T L

anuary 2016 July 18, 2016  July 27, 2016

I
I
I
I
I
I
I
I
I
I
J

© Deloitte LLP and affiliated entities.
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Performance measures make headlines

Twitter: a media firestorm

“Twitter admits overstating user numbers for
years”, (CNN)

“Twitter says it overstated user numbers for
three years”, (CBS News)

“Twitter Overstated Number of Users for Three
Years”, (Wall Street Journal)

“Twitter says it overstated the size of its user
base for years” , (The Washington Post)

“Twitter admits to overstating users for years”,
(Market Watch)

“Twitter Says It Overstated Monthly-User
Figures for 3 Years”, (The New York Times)

o
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Twitter Says It Overstated
Monthly-User Figures for 3 Years

Twitter Overstated Number of Users for Three Years
So y says it will remove advertising fro utlet:
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rom its sitefrom aoutlets

Twitter says it overstated
user numbers for three
years

Share Tweet Reddit Flipboard Email

Last Updated Oct 26, 2017 5:18 PM EDT

said it expeets to achieve profitability
r 14.6 percent, to $19.64 on Thursday

Source: Deloitte perspectives on corporate reporting, presentation, May 23,2018 4



Our journey

RISE OF Non-
THE NUMBERS
GAAP METRICS GAME
Globe & Mail

AcSB User
Advisory
Council:

Discussions in

April & June

o
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Audited Financial
Information: Is it
Losing
Relevance? AASB
& CPAB

AcSB Strategy
Session:
Presentation by
Senior Leaders

ASAF: Wider
corporate
reporting

AcSB takes
action

ASAF:
Australian
research

study

Launched
the
Framework
June 14


http://globe2go.newspaperdirect.com/epaper/viewer.aspx?noredirect=true
https://maximizer.veritascorp.com/virdocs/Accounting-Alert-The-Rise-of-Non-GAAP-Metrics-Veritas-September-8-2016.pdf

AcSB launches new financial-performance
reporting guidelines

Article by David Milstead, Globe & Mall
« Canadian Securities Administrators

“In our view, addressing the quality of disclosure
surrounding non-GAAP financial measures and other
financial measures is important.”

* Anthony Scilipoti, Veritas Investment Research

‘the important thing is change is apace, and all the
standards-setters and regulators understand the
Importance of this issue, because they recognize financial
Statements are at the risk of becoming not relevant.”
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https://www.theglobeandmail.com/investing/markets/inside-the-market/article-accounting-standards-board-launches-new-financial-performance/

AcSB launches new financial-performance
reporting guidelines

Article by David Milstead, Globe & Mail (cont’d)
* Richard Talbot, Bristol-Gate Capital Partners

“There should be a follow-on process facilitated by the
[AcSB], but that is a heavy collaborative effort with the
preparers, the investors and the analysts. You'll get the
Industry expertise you need around the table so that you
can then come up with a set of standards for all
Industries, with the independence of a standards-setting
body, that would then be picked up by the securities
commissions, who would require people to follow the
standards.”
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AcSB launches new financial-performance
reporting guidelines

Article by David Milstead, Globe & Mail (cont’d)
 Linda Mezon, AcSB Chair

“If we can get dialogue started and get people focused on
Improving the quality of this other financial information
that investors say they’re relying on, we think that means
people will make better investment decisions because
they’ve got better information.”
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Enhance relevance of financial reporting

Our objectives
* Reporting performance measures

— Raise awareness of the issues

— Improve the quality of measures reported

« Support the IASB’s Better Communication
initiative
— Primary Financial Statements project
— Update to Practice Statement Management
Commentary

o
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All participants in financial
reporting need to play arole

* For profit and not-for-profit entities

. . P
— Enhance the relevance of information g™ "~

users rely on to make resource
allocation decisions

Directors

o First step

. . . e . A
— AcSB is leading a new initiative Sroviddare
o Leverage our strengths

o Start a conversation

Regulators

o
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Encourage best practices

« Performance Measures

Transparency Consistency Comparability

Management Expectation
Compensation Gap

Develop a framework

o
ACSB®e®

11



Framework — For all types of entities

Scope Canadian GAAP

* Measures reported g p“dstfg
outside of financial
statements

Entities that are

* For profit

* Not-for-profit

Feedback will shape __ Accouning
ccounting standards fo_r

next steps seadescle s

*°y 12
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Approach

* Leveraged

— Learnings from published
guidance & materials

— Advice from stakeholders
* Qualities of information

Draft Framework for Reporting

— Based on the IASB,S and Performance Measures

Enhancing the relevance of financial reporting

AcSB’s concept statements | .

— Similar thought process

*°y 13
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Applied elements of due process

Transparency

Promoted domestically
& internationally

- 7 Presentations
- With our peers

- Web presence

Consultation

Met with experts

Input from senior
directors and leaders

Feedback on drafts
Forum with FEI/CFERF

AcSB°®.°

Accountability
Reporting to our
Oversight Council

Publishing for comment

Considering feedback
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Types of performance measures
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For profit

GAAP Financial
Measures

Earnings per
share

Non-GAAP
Financial
Measures

Adjusted earnings

Other Financial
Measures

Dollars of order
backlog

Non-financial /

Operational
Measures

Barrels of ail
equivalent per
day

Not-for-Profit

Description

Excess of revenue
over expenses

Afinancial
measure
presented in the
financial
statements

Revenue by funding
source

A financial
measure not
presented in the
financial
statements, that is
an adjustment to a
GAAP financial
measure

Within the scope of the Framework

Cost per dollar
raised

A financial
measure that Is
not a GAAP, or

non-GAAP

financial measure

Number of clients
served

A non-financial
measure
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Framework: Key elements

Select and
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Strategies and Objectives
(Link to: value creation;
value realization; remuneration)

Enhance Quality

Enhance Reliability

Materiality
Cost Benefit Constraint
(Consider type and size of entity

and complexity of activities)

Governance

RMEREl
Controls

Accuracy

System

Process

Consistency Reliability

Data
Integrity




Support - Key concerns so far

* Practicality
— Industry guidance needed to affect practice?

* Applicability
— Distinguish financial and operational measures?
— Mandatory or non-mandatory?

« Regulatory compliance

— Consistency with existing and forthcoming Canadian
regulatory requirements?

 Verification - Provide a basis for assurance?

o
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Securities law and regulations

« Canadian Reporting Issuers

— CSA guidance on Non-GAAP Financial Measures
o Staff Notice 52-306 (revised)

o Developing a rule and companion policy

* Foreign Private Issuers

— U.S. Securities Exchange Commission requirements

o Conditions for Use of Non-GAAP Financial Measures - Rule

o Non-GAAP Financial Measures - Interpretations

« Guidance in other jurisdictions

* g 18
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http://www.osc.gov.on.ca/documents/en/Securities-Category5/csa_20160114_52-306_non-gaap.pdf
https://www.sec.gov/rules/final/33-8176.htm
https://www.sec.gov/divisions/corpfin/guidance/nongaapinterp.htm

Next steps for the Framework

Transparency

Press release

Expanding web
presence

Social media

AcSB°®.°

Consultation

5 AcSB Committees

2 CPA Canada
Committees

IASB’s ASAF in July
Public discussions
Field test auditability

Accountability

Reporting to the
Council

Considering feedback
Publishing Framework

Implementing
maintenance process




Next steps for Initiative

Feedback will provide a basis
for the AcSB to decide on:

* Finalize Framework in early
December 2018

« Developing examples

« Assisting on industry and
sector guidance

o QOther activities

o
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Questions for ASAF

Draft Framework

1. Do you have comments and suggestions on
the Framework for us to consider?

2. Do you think a similar framework could be
helpful in your jurisdiction? Why or why not?
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Questions for ASAF

Securities law and regulations (slide 15)

3. How would a similar framework interact with
your local securities law and regulations?

AcSB°®.°
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Accounting
Standards Board

For more information, visit Reporting Performance Measures

Contact \

Rebecca Villmann, CPA -
Director, Reporting Initiatives and Research
Accounting Standards Board
Phone: +1 (416) 204-3464
Email: rvilmann@acsbcanada.ca



mailto:rvillmann@acsbcanada.ca
http://www.frascanada.ca/accounting-standards-board/item85828.aspx

