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Disclaimer
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This paper has been prepared for discussion at a public meeting of the Emerging
Economies Group. The views expressed in this paper do not represent the views of the
International Accounting Standards Board (Board) or any individual member of the
Board. Comments on the application of IFRS® Standards do not purport to set out

acceptable or unacceptable application of IFRS Standards. Technical decisions are
made in public and reported in IASB® Update.

Project Disclosure Initiative—Accounting Policies

Paper topic  Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2)
Contacts Siobhan Hammond shammond@ifrs.org +44 (0) 20 7246 6937
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Purpose of this paper Agenda ref 1

e To provide EEG members with an overview of the forthcoming amendments to IAS 1
Presentation of Financial Statements and IFRS Practice Statement 2 Making Materiality
Judgements
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I Overview
I Amendments to IAS 1 Presentation of Financial Statements

I Amendments to IFRS Practice Statement 2 Making Materiality Judgements
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Exponsbri_Dporss e |AS 1 Presentation of Financial Statements

Disclosure of Accounting Policies

el  |IFRS Practice Statement 2 Making Materiality Judgements

and IFRS Practice Statement 2

‘ Amendments to:

Comments to be received by 29 November 2019

Objective:

* help entities apply the definition of material in making decisions
about accounting policy disclosures

* help entities provide accounting policy disclosures that are more
useful to primary users of financial statements

Effective date and transition requirements:

« amendments to IAS 1 apply to annual reporting periods beginning on or after 1 January
2023
o early application is permitted
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Amendments to IAS 1 Presentation of Financial
Statem eﬂtS Agendaref 1

 The Board is amending IAS 1 to require an entity to disclose its material accounting policy
iInformation (paragraph 117 of IAS 1)

 The amendments to IAS 1 state that accounting policy information is material if, when
considered together with other information included in an entity’s financial statements, it can
iInfluence primary users’ decisions about the entity (paragraph 117 of IAS 1)

« The amendments to IAS 1 also list examples of circumstances in which an entity is likely to
consider accounting policy information to be material to its financial statements (paragraph
117B of IAS 1):

— if the entity changed its accounting policy and that change resulted in a material change to the
financial statements;
— if the entity made an accounting policy choice permitted by the Standards;
— if the accounting policy was developed in accordance with IAS 8 in the absence of a Standard that
specifically applies;
— if the accounting policy relates to an area for which the entity is required to make significant
judgements or assumptions in applying an accounting policy;
— if the accounting required for a material transaction, other event or condition is complex and users of
the entity’s financial statements would otherwise not understand it. 6 |FRS



Amendments to IFRS Practice Statement 2
Making Materiality Judgements Agenda ref 1

 To support the amendments to IAS 1, the Board is also amending IFRS Practice Statement 2 to
llustrate how an entity could judge whether information about an accounting policy is material
to its financial statements

 The guidance and examples support the amendments by:
— highlighting the need to focus on useful information for primary users of financial
statements; and
— demonstrating how the four-step materiality process described in IFRS Practice
Statement 2 can address:
« standardised (or boilerplate) information disclosed about accounting policies material
to the financial statements; and
e accounting policy disclosures that contain only information that duplicates the
requirements of IFRS Standards
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Amendments to IFRS Practice Statement 2
Making Materiality Judgements (cont.) Agenda ref 1

Determining whether accounting policy information is material:

Is the transaction, other event or condition to which the accounting policy information relates material in size or nature, or a combination of both?

NO YES
\ 4 A4
Accounting policy information that Is the accounting policy information that
relates to immaterial transactions, relates to a material transaction, other
other events or conditions is immaterial event or condition itself material to the
and need not be disclosed (paragraphs financial statements (paragraph 117B of
117Aand 117D of IAS 1). IAS 1)?
NO YES
v
Immaterial accounting policy Material accounting policy information
information that relates to material shall be disclosed (paragraphs 117A
transactions, other events or conditions and 117C of IAS 1).

need not be disclosed (paragraphs 117A
and 117D of IAS 1).

<________
<_____________

Note: an entity's conclusion that accounting policy information is immaterial does not affect the related disclosure requirements set out in other

Standards (paragraph 117E of IAS 1).
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