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To  M r  Paul  M ar t i n 
D i r ect o r  o f Acco unt i ng  S t and ar d s  
C anad i an Acco unt i ng  S t and ar d s B o ar d  
2 7 7  Wel l i ng t o n S t r eet  West , 
To r o nt o , O nt ar i o   
M 5 V  3 H 2  C anad a 
( ed .acco unt i ng @ ci ca.o r g )  
  

D ear  M r . M ar t i n,   
D i s c u s s i o n  P a p e r  M e a s u r e m e n t  B a s e s  f o r  F i n a n c i a l  A c c o u n t i n g  – 
M e a s u r e m e n t  o n  I n i t i a l  r e c o g n i t i o n   
 
Th e C o m m i t t ee o f E ur o pean B ank i ng  S uper v i so r s ( C E B S ) , co m pr i sed  o f h i g h  
l ev el  r epr esent at i v es fr o m  b ank i ng  super v i so r y aut h o r i t i es and  cent r al  
b ank s o f t h e E ur o pean U ni o n, w el co m es t h e o ppo r t uni t y t o  co m m ent  o n t h e 
d i scussi o n paper  i ssued  b y t h e C AS B  S t aff o n b eh al f o f t h e I AS B  r eg ar d i ng  
M easur em ent  B ases fo r  F i nanci al  Acco unt i ng  – M easur em ent  o n I ni t i al  
Reco g ni t i o n. 
B ank i ng  super v i so r y aut h o r i t i es and  cent r al  b ank s h av e a st r o ng  i nt er est  i n 
pr o m o t i ng  so und  and  h i g h  q ual i t y acco unt i ng  and  d i scl o sur e st and ar d s fo r  
t h e b ank i ng  and  fi nanci al  i nd ust r y, as w el l  as t r anspar ent  and  co m par ab l e 
fi nanci al  st at em ent s t h at  st r eng t h en m ar k et  d i sci pl i ne. Th e m easur em ent  o f 
fi nanci al  and  no n-fi nanci al  i nst r um ent s i n fi nanci al  st at em ent s at  i ni t i al  
r eco g ni t i o n r epr esent s a m at t er  o f par t i cul ar  i nt er est  fr o m  a pr ud ent i al  
per spect i v e. 
I n t h at  r espect , m easur em ent  b ases r epr esent  a k ey aspect  fo r  user s o f 
fi nanci al  st at em ent s, i n t h ei r  anal ysi s o f a cr ed i t  i nst i t ut i o n’s fi nanci al  
si t uat i o n. M o r eo v er  t h ey ar e an i m po r t ant  aspect  fo r  b ank i ng  super v i so r s t o  
co nsi d er  i n t h e assessm ent  o f a b ank ’s so l v ency and  i t s ab i l i t y t o  co m pl y 
w i t h  capi t al  r eq ui r em ent s. 
O ur  co m m ent s ar e pr esent ed  i n t h e at t ach ed  append i x . C E B S  fo und  i t  m o r e 
useful  t o  pr o v i d e g ener al  co m m ent s sum m ar i z i ng  i t s v i ew s o n t h e 
co ncept ual  i ssues r ai sed  i n t h e d i scussi o n paper , r at h er  t h an answ er i ng  
each  i nd i v i d ual  i t em  o f t h e q uest i o nnai r e pr o v i d ed  b y C AS B  S t aff.  
Th e encl o sed  co m m ent s h av e b een pr epar ed  b y o ne o f C E B S ’ ex per t  
g r o ups, t h e E x per t  G r o up o n F i nanci al  I nfo r m at i o n ( E G F I ) , ch ai r ed  b y M r . 
Ar no ud  V o ssen, i n ch ar g e o f m o ni t o r i ng  any d ev el o pm ent s i n t h at  ar ea and  
o f pr epar i ng  po si t i o ns t o  b e t ak en b y C E B S . Th e d ev el o pm ent  o f o ur  
co m m ent s o n t h i s D i scussi o n Paper  w as co o r d i nat ed  b y a S ub g r o up o f E G F I  
und er  t h e d i r ect i o n o f M r . Pat r i ck  Am i s. 
I f yo u h av e any q uest i o ns r eg ar d i ng  o ur  co m m ent s, pl ease feel  fr ee t o  
co nt act  M r . Ar no ud  V o ssen ( + 3 1.2 0 .5 2 4 .3 90 3 )  o r  M r . Pat r i ck  Am i s ( +  
3 3 .1.4 2 92 .6 0 3 2 ) .  
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Y o ur s si ncer el y, 

 

 
D ani è l e N o uy 
C h ai r , C o m m i t t ee o f E ur o pean B ank i ng  S uper v i so r s 
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A p p e n d i x  - C o m m e n t s  o n  t h e  m a i n  i s s u e s  r a i s e d  i n  t h e  d i s c u s s i o n  
p a p e r  
 
S t a t u s  a n d  p o s i t i o n  o f  t h e  d i s c u s s i o n  p a p e r  
C E B S  h as t h r ee m ai n co m m ent s o n t h e o v er al l  st at us o f t h e paper . 
F i r st l y, t h e d i scussi o n paper  uses t h e o b j ect i v es and  q ual i t at i v e 
ch ar act er i st i cs o f t h e cur r ent  fr am ew o r k  as cr i t er i a fo r  ev al uat i ng  t h e 
po ssi b l e b ases o f m easur em ent  o n i ni t i al  r eco g ni t i o n. As t h ese o b j ect i v es 
and  q ual i t at i v e ch ar act er i st i cs w i l l  b e r ed efi ned  w i t h i n t h e sco pe o f t h e 
C o ncept ual  F r am ew o r k  pr o j ect , C E B S  t h i nk s t h at  i t  w o ul d  b e pr efer ab l e t o  
w ai t  fo r  t h e end i ng  o f t h e par t  o f t h e pr o j ect  d eal i ng  w i t h  t h e o b j ect i v es and  
q ual i t at i v e ch ar act er i st i cs ( Ph ase A)  b efo r e t r eat i ng  m easur em ent  i ssues 
( Ph ase C )  w h er e t h ese ch ar act er i st i cs ar e used  as cr i t er i a. 
S eco nd l y, i n o ur  v i ew  t h e i nt er act i o n b et w een so m e o f t h e i ssues ar i si ng  
fr o m  t h i s d i scussi o n paper , and  i ssues r el at ed  t o  sub seq uent  m easur em ent , 
r ev enue r eco g ni t i o n and  per fo r m ance r epo r t i ng , i s no t  m ad e suffi ci ent l y 
cl ear . Th e d i scussi o n paper  st at es i n sev er al  pl aces t h at  i t s co ncl usi o ns ar e 
t ent at i v e and  sub j ect  t o  fur t h er  anal ysi s r eg ar d i ng  r e-m easur em ent . We 
w o ul d  ag r ee t h at  a d i scussi o n o n i ni t i al  r eco g ni t i o n m easur em ent  i s d i ffi cul t  
t o  h and l e as l o ng  as t h er e i s no  pr eci se v i ew  o n sub seq uent  m easur em ent  
and  r ev enue r eco g ni t i o n.  
I n t h i s r espect , w e no t ed  t h at  so m e o f t h e co ncl usi o ns o f t h e d i scussi o n 
paper  co ul d  h av e w i d er  i m pl i cat i o ns fo r  sub seq uent  m easur em ent  and  
r ev enue r eco g ni t i o n. I n par t i cul ar , w e ar e co ncer ned  t h at  such  co ncl usi o ns 
co ul d  l ead  t o  g r eat er  use o f fai r  v al ues fo r  t h e m easur em ent  o f i nst r um ent s 
fo r  w h i ch  t h er e i s no  l i q ui d  m ar k et  and  w h o se fai r  v al ue m i g h t  b e d i ffi cul t  t o  
assess r el i ab l y. S uch  a ch ang e sh o ul d  o nl y t ak e pl ace aft er  ful l  
co nsi d er at i o n o f t h e ad v ant ag es and  d i sad v ant ag es fo r  fi nanci al  r epo r t i ng . 
Th us, w e r eco m m end  t h at  a d eci si o n o n i ni t i al  r eco g ni t i o n m easur em ent  
sh o ul d  b e t ak en o nl y i n co nj unct i o n w i t h  fur t h er  r esear ch  and  anal ysi s o n 
t h e b ases fo r  sub seq uent  m easur em ent . 
Th i r d l y, w e al so  h av e so m e d i ffi cul t y i n assessi ng  t h e l i nk s b et w een t h i s 
d i scussi o n paper  and  t h e ex po sur e d r aft  o n fai r  v al ue m easur em ent s 
pub l i sh ed  b y t h e F AS B . We und er st o o d  t h at  t h e I AS B  i s pl anni ng  t o  i ssue 
t h i s l at t er  d o cum ent  - o nce i t  h as b een fi nal i z ed  - as an ex po sur e d r aft  t o  i t s 
o w n co nst i t uency;  h o w ev er  w e see no  v i si b l e l i nk  w i t h  t h e C AS B  paper . 
M o r e g ener al l y, w e r eco m m end  cl ar i fyi ng  h o w  t h e C AS B  d i scussi o n paper  
fi t s i nt o  t h e cur r ent  I AS B  and  F AS B  pr o j ect  fo r  r ev i si ng  t h ei r  r espect i v e 
co ncept ual  fr am ew o r k s. 
M o r eo v er , C E B S  t h i nk s t h at  a m o r e g ener al  d eb at e o n fai r  v al ue as a 
m easur em ent  b asi s sh o ul d  t ak e pl ace and  fur t h er  r esear ch  sh o ul d  b e 
car r i ed  o ut  o n t h i s sub j ect  b efo r e d eci d i ng  t h at  fai r  v al ue i s al w ays m o r e 
r el ev ant  t h an o t h er  m easur em ent  b ases o n i ni t i al  r eco g ni t i o n. 
M o d i f i c a t i o n  o f  t h e  f a i r  v a l u e  d e f i n i t i o n  a n d  h i e r a r c h y  
Th e d i scussi o n paper  pr o po ses t o  am end  t h e cur r ent  d efi ni t i o n o f fai r  v al ue, 
no t ab l y w h en i t  st at es t h at  l i ab i l i t i es sh o ul d  b e m easur ed  at  i ni t i al  
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r eco g ni t i o n fo r  t h ei r  ex ch ang e pr i ce r at h er  t h an fo r  t h ei r  set t l em ent  
am o unt .  
Th e i m pl em ent at i o n o f t h i s am end ed  d efi ni t i o n co ul d  si g ni fi cant l y ch ang e 
t h e co nt ent , and  po ssi b l y t h e pr esent at i o n, o f fi nanci al  st at em ent s, i n 
par t i cul ar  fo r  t h e b ank i ng  i nd ust r y. We ar e i n par t i cul ar  co ncer ned  t h at  
t h er e co ul d  b e an i m pact  o n fi nanci al  st at em ent s i n r el at i o n t o  d ay o ne 
pr o fi t s o r  l o sses t h at  w o ul d  b e r eco g ni sed  o n i ni t i al  r eco g ni t i o n at  ex ch ang e 
pr i ce fo r  i nst r um ent s fo r  w h i ch  t h er e i s no  l i q ui d  m ar k et  o r  w h o se fai r  v al ue 
canno t  b e m easur ed  r el i ab l y. C E B S  t h er efo r e w o ul d  l i k e t o  r eco m m end  
h av i ng  fur t h er  d i scussi o ns o n t h i s i ssue – and  l i nk i ng  i t  t o  sub seq uent  
m easur em ent  - b efo r e m ak i ng  such  an i m po r t ant  am end m ent .  
Th e d i scussi o n paper  st at es t h at  fur t h er  r esear ch  sh o ul d  b e car r i ed  o ut  
r eg ar d i ng  t h e ex i st ence o f m ul t i pl e m ar k et s fo r  t h e sam e i nst r um ent  and  
t h e i m pl i cat i o ns fo r  m easur em ent . We ful l y sh ar e t h i s v i ew  and  b el i ev e t h at  
such  r esear ch  sh o ul d  b e ex t end ed  t o  t h e si t uat i o ns w h er e t h er e i s a 
d i scr epancy b et w een m ar k et  d at a and  t r ansact i o n pr i ce o n i ni t i al  
r eco g ni t i o n.  
M o r e g ener al l y, t h e d i scussi o n paper  d o es no t  suffi ci ent l y co nsi d er  t h at  o ne 
ch ar act er i st i c o f t h e fi nance and  b ank i ng  i nd ust r y i s, t o  a cer t ai n ex t ent , t o  
pr o v i d e pr i ces fo r  m ar k et s. Th i s i ssue co ul d  b e ex pl o r ed  fur t h er .  
We no t ed  al so  t h at  t h e pr o po sed  d efi ni t i o n, and  t h e fai r  v al ue h i er ar ch y, i s 
d i ffer ent  fr o m  t h e o ne d ev el o ped  i n t h e F AS B  ex po sur e d r aft  o n fai r  v al ue 
m easur em ent s. We r eco m m end  ad d r essi ng  any i nco nsi st ency b et w een t h e 
t w o  d efi ni t i o ns b efo r e g o i ng  fur t h er  w i t h  t h e d i scussi o n paper . 
T r a d e -o f f  b e t w e e n  r e l i a b i l i t y  a n d  r e l e v a n c e  
Th e d i scussi o n paper  no t es t h at  m o st  co ncept ual  fr am ew o r k s i nd i cat e t h at  a 
t r ad e-o ff m ust  b e m ad e b et w een r el ev ance and  r el i ab i l i t y. C E B S  b el i ev es 
t h at  t h e r el at i o nsh i p b et w een t h e r el ev ance and  t h e r el i ab i l i t y cr i t er i a i s 
m o r e co m pl ex  t h an j ust  a si m pl e t r ad e-o ff. We w o ul d  l i k e t o  r ei t er at e t h e 
i m po r t ance w e acco r d  t o  t h e r el i ab i l i t y cr i t er i o n, and  w o ul d  w el co m e m o r e 
ex pl anat i o n r eg ar d i ng  h o w  t h e d i scussi o n paper  cam e t o  t h e co ncl usi o n t h at  
r el ev ance sh o ul d  b e fav o ur ed  o v er  r el i ab i l i t y. I n ad d i t i o n, w e r eco m m end  
t h at  t h i s d i scussi o n t ak es pl ace i n t h e b r o ad er  co nt ex t  o f t h e r ev i si o n o f t h e 
co ncept ual  fr am ew o r k  o f t h e I AS B  and  t h e F AS B . 
 


