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Purpose and structure

The purpose of the session is to seek feedback on the type of information an entity should be 

required to disclose about the subsequent performance of a merger and acquisition (M&A) 

transaction—referred to as a business combination in IFRS Accounting Standards. The slides are 

set out as follows:

• Background (slides 4−8);

• Overview of the two approaches (slides 9−12); 

• Aspects of the specified metrics approach (slides 13−16);

• Both approaches—restating comparatives (slides 17−18); 

• Questions to CMAC members (slides 19−21);

• Appendix A—Comparing the updated package to the Exposure Draft (slides 22−23); 

• Appendix B—Illustrative example (slides 24−29); and

• Appendix C—Example of a PPA adjustment (slides 30−32). 



Background
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Objective

Improve information entities provide about their acquisitions at a reasonable cost

Changes to IFRS 3:

• Disclose information about the performance of an 

M&A (including key objectives, targets and 

subsequent performance) *

• Disclose expected synergies from an M&A 

• Other improvements to IFRS 3 disclosure 

requirements

Changes to IAS 36:

• Clarify how an entity allocates goodwill to cash-

generating units

• Require an entity to disclose in which reportable 

segment a cash-generating unit containing 

goodwill is included

• Simplify and improve calculation of value in use

Exposure Draft Proposals

* Focus of today’s discussion
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• The IASB considered feedback on the Exposure Draft, including performance and expected 

synergy information.

• At its July 2026 meeting, the IASB discussed an updated package of performance information*. 

This package included changes in response to feedback. This updated package would: 

• focus on the identified user need of subsequent performance information;

• substantially address stakeholder concerns about acquisition-date information;

• allow the IASB to require subsequent performance information for more M&As, by removing 

the threshold approach; and

• allow the IASB to remove the exemption, which would simplify the requirements while 

making the requirements more robust.

The IASB directed us to explore further the type of subsequent performance information an entity 

would be required to disclose as part of the updated package. 

* Slide 7 sets out the updated package and Appendix A compares the updated package with the Exposure Draft package.

https://www.ifrs.org/projects/work-plan/goodwill-and-impairment/exposure-draft-and-cl-bcdgi/
https://www.ifrs.org/content/dam/ifrs/meetings/2026/july/iasb/ap18a-updating-package.pdf


The updated package
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At acquisition

• Strategic rationale

• Key objectives for all 

material M&As

Subsequently

Actual performance for all material M&As

• Exploring two approaches: (1) using a management 

approach, or (2) specified metrics approach (to be 

determined)

• How performance information is measured

The updated package focuses on subsequent performance information. 

• Appendix A shows how it compares to the Exposure Draft package.

• Appendix B includes a simplified example that illustrates the disclosures an entity 

might provide applying both these approaches.
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At its September 2026 meeting the IASB discussed, and directed us to consult on, 

the following approaches to disclosing subsequent performance information:

a) a management approach (similar to that proposed in the Exposure Draft); and

b) a specified metrics approach.

We expect to report feedback along with our recommendations at future IASB 

meetings (expected in the first quarter of 2027).

Slides 9−12 provide an overview and comparison of these two approaches. We 

have discussed the management approach with you previously. Slides 13−18 

explain specific aspects that are relevant to the feedback we are seeking from you 

today. The agenda papers and meeting recording on the IASB meeting page include 

further information on the approaches. 

https://www.ifrs.org/content/ifrs/home/news-and-events/calendar/2026/september/international-accounting-standards-board.html


Overview of the two 

approaches
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Management approach Specified metrics approach

• The metrics reviewed by KMP—this could 

include information measured in currency 

units or another unit of measurement.

• Provides users with information about how 

management manage the business, which 

could provide users more relevant 

information for an M&A. 

• Revenue and operating profit included in the 

consolidated statement of comprehensive 

income.

• The information disclosed would be more 

comparable across different M&As and 

entities.

• The management approach would require an entity to disclose subsequent performance 

information being reviewed by key management personnel (KMP) to determine whether the key 

objectives for the M&A are being met. 

• The specified metrics approach would require an entity to disclose particular metrics as 

specified by the IASB. 

• This section compares the approaches.



Overview—level of information 
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Management approach Specified metrics approach

• An entity would disclose information being 

reviewed by KMP to determine whether key 

objectives are being met. This information 

could be at the acquiree level or at another 

level within the entity into which the acquiree 

will be / has been integrated. 

• A user might not receive new information if 

KMP reviews subsequent performance 

against key objectives at the reportable 

segment or reporting entity level.

• The lowest practicable level that includes all 

of the acquiree’s business(es)—so, the 

acquiree level unless that is impracticable. 

• The specified metrics approach could result 

in information being disclosed at the acquiree 

level more frequently than the management 

approach. But a user might not receive new 

information if the lowest practicable level is 

the reportable segment or reporting entity 

level. 

Applying both approaches, the level could change between reporting periods, and applying the management approach the 

metric could change (for example, from operating profit to adjusted operating profit). As slide 18 explains, we think an entity 

could be required to restate comparative information if the level or measure changes.



Overview—time period for disclosure
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Management approach Specified metrics approach

• For a two-year period (until the end of the 

second annual reporting period after the year 

of acquisition) if KMP review the information 

to determine whether key objectives are 

being met. 

• Disclose if KMP stop reviewing subsequent 

performance information.

• For a two-year period (until the end of the 

second annual reporting period after the year 

of acquisition). 

Appendix B includes a simplified example that illustrates the disclosures an entity might provide 

applying both these approaches.



Aspects of the specified 

metrics approach
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Feedback suggested that purchase price allocation (PPA) adjustments* are often notional 

and subjective and revenue and operating profit of an acquiree that includes the effect of PPA 

adjustments might not represent the acquiree’s financial performance. Our view was:

a) to not require entities to exclude the effect of PPA adjustments from revenue and 

operating profit because excluding those amounts could be complex and costly (for 

example, determining what amounts to ‘adjust’ back to); and

b) an entity could voluntarily disclose additional information such as adjusted revenue 

or operating profit measures.

During the IASB’s September 2026 meeting, a few IASB members asked us to consult on 

whether specified metrics would be more useful if they exclude the effect of PPA adjustments.

* PPA adjustments could, for example, include acquired intangible assets, revenue contract assets and liabilities and valuation 

of inventories, tangible assets and right-of-use assets. Appendix C includes a simplified example of a PPA adjustment relating 

to a contract liability.
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Paragraph B64(q)(ii) of IFRS 3 requires entities to disclose ‘the revenue and profit 

or loss of the combined entity for the current reporting period as though the 

acquisition date for all [M&As] that occurred during the year had been as of the 

beginning of the annual reporting period.’

Stakeholders requested application guidance on how to prepare this combined 

entity information—for example, for differences in accounting policies, for upstream 

and downstream transactions, and for whether to include synergies.

In May 2025 the IASB tentatively decided not to provide such application guidance 

but to require an entity to disclose the basis on which it has prepared combined 

entity information. The IASB noted that it would be difficult to provide guidance that 

would be applicable for all M&As and would answer all application questions.

https://www.ifrs.org/news-and-events/updates/iasb/2025/iasb-update-may-2025/#5


Specified metrics approach—trend information
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When discussing the specified metrics approach, an IASB member suggested that 

the IASB should provide application guidance restricting how entities prepare 

combined entity information—for example:

(a) to not impute synergies before the acquisition date; or

(b) to not include amortisation for intangible assets newly recognised as a result of 

the acquisition. 

This would allow users to better analyse trend information using the combined entity 

information and the subsequent performance information.



Both approaches—

restating comparatives



Both approaches—restating comparatives
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The level of subsequent performance information could change between reporting periods—

for example, if it becomes impracticable to disclose revenue or operating profit at the 

acquiree level applying the specified metrics approach. The measure could also change 

applying the management approach.

An entity could be required to restate comparative information at the same level and using 

the same measure as the subsequent performance information disclosed in the current 

reporting period. We think this information: 

a) would be more useful for users’ trend analysis; and

b) might not be readily available, so an entity should be required to restate comparative 

information unless doing so is impracticable.1

1 Consistent with the requirements for retrospective application of an accounting policy in IAS 8 Basis of 

Preparation of Financial Statements.



Questions to CMAC 

members
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Question 1: Do CMAC members have comments or views on requiring an entity to disclose 

subsequent performance information applying the specified metrics approach? Do you think the 

information disclosed would be useful? In your response, please also consider and provide 

feedback on:

(a) how do PPA adjustments affect your analysis and are there any that could be excluded from 

revenue and operating profit to make the disclosure more useful? (see slide 14)

(b) would an explanation of how an entity has prepared combined financial information in the year 

of acquisition be sufficient to allow you to use that information for trend analysis? If not, what 

restrictions, if any, on how entities prepare combined entity information could make that 

information more useful for trend analysis? (see slides 15–16)
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Question 2: Considering the two approaches overall (slides 9–12), do you think the 

management approach or the specified metrics approach would provide more useful 

information?

Question 3: For both approaches (specified metrics approach and the management 

approach), if an entity changes the level or measure of subsequent performance information, 

should the entity be required to restate comparative information? If it is impracticable to 

restate comparative information, would an explanation of the reason for the change together 

with a qualitative description of the effects of the change be useful instead? (see slide 18)
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This appendix uses a simple example to illustrate the performance information an 

entity might disclose applying the two approaches set out in this paper. The 

example is adapted from the Illustrative Example accompanying the Exposure Draft. 

For simplicity it does not illustrate all disclosure requirements.

The example assumes AC (acquirer) acquires a business, TC (acquiree) on 30 June 

20X6. TC is a provider of data networking products and services in Canada and 

Mexico. 

https://www.ifrs.org/content/dam/ifrs/project/goodwill-and-impairment/exposure-draft-2024/iasb-ed-2024-1-bcdgi.pdf
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Disclosure of strategic rationale and key objectives of the M&A

In both approaches the entity would disclose the strategic rationale and key 

objectives of the M&A

As a result of the acquisition, AC is expected to be the leading provider of data 

networking products and services in Canada and Mexico, contributing to AC’s 

strategy of being the leading provider of data networking products and services in 

North America.

Management’s key objectives for this M&A are:

- to increase the annual revenue and adjusted operating profit of the entity’s North 

American operations. 

- to increase the entity’s market share in North America. 
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Disclosure applying paragraph B64(q) of IFRS 3*

In both approaches applying paragraph B64(q) of IFRS 3 the entity would disclose the 

contribution and combined entity information

The revenue included in the consolidated statement of comprehensive income since 

30 June 20X6 [the acquisition date] contributed by TC [the acquiree] was CU4,090. 

TC also contributed operating profit of CU1,710 over the same period [B64(q)(i)].

Had TC been consolidated from 1 January 20X6 the consolidated statement of 

comprehensive income would have included revenue of CU27,670 and operating 

profit of CU12,870 [B64(q)(ii)].

* As proposed in the Exposure Draft (which included some changes to the existing requirements in that paragraph, 

including for example, replacing the requirement to disclose ‘profit’ with ‘operating profit’)
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Disclosure of subsequent performance information applying the management 

approach:

Year of acquisition*

For the financial period ended 31 December 20X6 [the year of acquisition], AC 

increased:

• its annual revenue by 20% and adjusted operating profit by 18% for the North 

American operations; and

• its approximate market share to 16% in North America.

* As slide 12 notes, the entity would be required to disclose this information for a two-year period (until the end of the 

second annual reporting period after the year of acquisition)



Illustrative Example (continued)
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Disclosure of subsequent performance information applying the specified 

metrics approach:

Year of acquisition*

No additional information in the year of acquisition (already disclosed applying 

paragraph B64(q)(i) – see slide 27 for example disclosure in the year of acquisition).

Year after acquisition*

The revenue included in the consolidated statement of comprehensive income for 

the financial period ended 31 December 20X7 [the next year] contributed by TC was 

CU9,000. TC also contributed operating profit of CU3,500 over the same period.

* As slide 12 notes, the entity would be required to disclose this information for a two-year period (until the end of the 

second annual reporting period after the year of acquisition)



Appendix C—Example of a 

PPA adjustment
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Applying IFRS 3, an acquirer measures contract liabilities acquired in a business 

combination at fair value. 

The fair value of the assumed contract liability is often lower than the carrying 

amount of the same contract liability recorded by the acquiree prior to the 

acquisition. This is because fair value reflects the amount that would be paid to a 

third party to assume the liability and therefore excludes the costs to enter into the 

contract that have already been incurred by the acquiree.

For example, an acquiree might have recognised a contract liability at CU100 which 

would have resulted in the recognition of CU100 of revenue in subsequent periods 

over the contract term. However, the fair value of that contract liability is CU60. 

Upon acquisition, the acquirer will measure that contract liability at CU60 and will 

result in the acquirer recognising CU60 of revenue in subsequent periods over the 

contract term. 



PPA adjustment—Simplified example
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The table below shows the difference in revenue that will be recognised by the acquirer and what would 

have been recognised by the acquiree as a stand-alone business. The table assumes:

- the acquisition happened at the beginning of 20X5; 

- the contract term is 4 years; and

- remaining performance obligations are satisfied evenly over the term of the contract and therefore, 

revenue is recognised evenly over the contract term. 

Year 20X5 20X6 20X7 20X8

Total 

revenue 

recognised

Revenue recognised by the acquiree as a 

stand-alone business
25 25 25 25 100

Revenue recognised by acquirer 15 15 15 15 60

The years highlighted in red denote period during which information about the subsequent performance of the acquisition would be provided.
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