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FOREWORD

We were pleased to be asked, on behalf of the International Accounting Standards Board (IASB), to
review the disclosure requirements in existing IFRS and to recommend an approach to reduce the
volume of mandatorily provided information.

While the requirements of each standard seemed reasonable at the time of that standard’s
development, the combined impact of the existing requirements has led to lengthy financial
statements cluttered by excessive detail. We have welcomed this opportunity to consider the
disclosure requirements and to recommend:

e deleting specific requirements; and

e cnhancing the use of materiality in financial reporting disclosures.

We have sought to carry out our work:

e using the principles in the IASB’s 2010 Conceptual Framework for Financial Reporting;
e in a systematic and consistent manner across the standards in our review; and

e considering the overall impact of our proposals.

We believe that implementation of our recommendations would reduce the length of financial
statements, remove unnecessary detail and enable clearer communication. This would enhance the
usefulness of the financial statements and thereby serve better the objective of financial reporting. It
would also enable preparers of financial statements to spend less time on preparing numerous
detailed disclosures that are often irrelevant and more time on developing meaningful disclosures. In
short, the excess baggage would be lost and the focus would be on what’s important.

We thank Patricia McBride from NZICA and Amy Hutchinson and David Wood of ICAS for their
work and support over the last six months. Their dedication enabled us to meet our reporting
deadline notwithstanding the challenge of managing a diverse group, split by hemispheres and in
very different time zones.

Gregor Alexcander Peter Montagnon
Kimberley Crook Lyn Provost
Tony Frankhanm Isobel Sharp
Jobhn Hames

The Oversight Group
July 2011



SECTION 1: THE PROJECT
INTRODUCTION

1. The Institute of Chartered Accountants of Scotland (ICAS) and the New Zealand Institute of
Chartered Accountants (NZICA) were asked in October 2010 by the International Accounting
Standards Board (IASB) to undertake a project to review the levels of disclosure requirements
in existing International Financial Reporting Standards (IFRS) and to recommend deletions and
changes to disclosure requirements. The assignment was specifically mandated to be a ‘short-
life’ project with an objective of reporting by June/July 2011.

2. 'This is the report of the joint UK-NZ Oversight Group for the project for which the terms of
reference are set out in Appendix 1.

3. In recent years, the financial reporting community has become concerned about the increasing
size of financial reports and the danger of readers being so blinded by so much data that the
main messages are lost. The increase has two principal causes:

e many disclosure requirements have been introduced in new or revised international
accounting standards over the last ten years without any review of their overall impact
on the length or usefulness of the resulting financial statements; and

e it has been difficult to apply with confidence paragraph 31 of IAS 1 Presentation of
Financial Statements. 'That paragraph of IAS 1 states that entities need not provide
specific disclosures required by an IFRS if the information is not material. However,
this important message has been lost, or at least undermined, by the general lack of
emphasis on materiality.

4. This project has therefore sought to tackle these causes by:

e proposing a refinement of how materiality is considered by distinguishing material items
(being items in the statements of financial position, cash flows, comprehensive income
and changes in equity) and material information which appears in additional notes to
those statements (see paragraphs 10 to 22 below): even though an item might be
material, and therefore require separate disclosure on the face of the financial statements
or in the notes, it does not follow that additional information about that item is
necessarily material;

e emphasising materiality by adding explicit references to it in each standard; and

e recommending specific deletions and amendments to the disclosure requirements in
existing standards.

5. In presenting in Section 2 of the report on specific changes to the individual standards, we
believe that the IASB can move swiftly to consult on these recommendations and, depending
on the feedback, to amend existing IFRSs to remove many disclosures that are hindering, rather
than helping, users in reading financial statements and should assist in ensuring those financial
statements focus on what is important to the user. There will be other benefits in terms of
reducing the costs of producing, and circulating, reports. But our prime objective has been to
remove excess baggage. We believe the principles and approach we have adopted in our work
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should also be of interest to other projects considering proposed disclosure frameworks for
future standards. In accordance with our terms of reference agreed with the IASB, our project
has covered all continuing existing IASs and IFRSs up to and including IFRS 8, except for IAS
26 on retirement benefit plans and IAS 34 on interim financial reporting. We have not included
particular standards that the IASB has revised in recent months or are expected to revise later in
2011. However, if feedback on our proposals is supportive, we believe that the principles
applied in developing our proposals also could be applied to these new standards recently issued
or expected to be issued over the next year.

KEY PRINCIPLES UNDERLYING OUR APPROACH

0.

At the outset of its work, the Oversight Group determined that the task should be approached
in a systematic fashion and be based on the principles underlying all of the IASB’s work, as set
out in its 2010 Conceptual Framework for Financial Reporting. The Framework provides
guidance on the objective and qualitative characteristics of financial reporting, which can be
applied to disclosure. The box below highlights key paragraphs from the Framework and,
where appropriate, the Group’s comment on their application to the project. We have worked
within the existing recognition and measurement requirements. This constraint has meant that
the presentation and disclosure requirements we recommend have to support existing, rather
than any other possible, recognition and measurements requirements.

Our comment on

IASB Conceptual Framework for Financial Reporting application to the project

OB2 “The objective of general purpose financial statements | Those listed in OB2 are
is to provide financial information about the reporting | considered to be the primary
entity that is useful to existing and potential investors, | users and relate principally to
lenders and other creditors in making decisions about | private sector entities. In
providing resources to the entity.” undertaking the project, the
Oversight Group recognises
that IFRS is used by the public
sector in a number of
jurisdictions, in which context
the primary users of an entity’s
financial statements are a
wider grouping than investors,
lenders and other creditors.

QC6 “Relevant financial information is capable of making a | Disclosures should not be

difference in the decisions made by users.” required simply to provide
more detail. Each disclosure
should pass the test of being
capable of making a difference
to users’ decisions.




QC11

“Information is material if omitting it or misstating it
could influence decisions that users make on the basis
of financial information about a specific reporting
entity.”

Materiality is a key concept
when deciding whether or not
a disclosure should be
provided. Greater emphasis
on materiality is needed.

QC12 “Financial reports represent economic phenomena in Only for some items is
and  words and numbers. To be useful, financial additional information
QC13 information must not only represent relevant required. Even for material
phenomena, but it must also faithfully represent the items, additional information
phenomena that it purports to represent. To be a about those items is not
perfectly faithful representation, a depiction would necessarily material.
have three characteristics. It would be complete, neutral
and free from error. Of course, perfection is seldom, if
ever, achievable. The Board’s objective is to maximise
those qualities to the extent possible. A complete
depiction includes all information necessary for a user
to understand the phenomenon being depicted,
including all necessary descriptions and explanations.
For example, a complete depiction of a group of assets
would include, at a minimum, a description of the
nature of the assets in the group, a numerical depiction
of all of the assets in the group, and a description of
what the numerical depiction represents (for example,
original cost, adjusted cost or fair value). For some
items, a complete depiction may also entail
explanations of significant facts about the quality and
nature of the items, factors and circumstances that
might affect their quality and nature, and the process
used to determine the numerical depiction.”
QC20 “Information about a reporting entity is more useful if | If financial statements items
and it can be compared with similar information about and note disclosures, which
QC23 other entities and with similar information about the would otherwise be taken by
same entity for another period or another date..... users to be consistent and
Comparability is not uniformity.” comparable, are not in fact so,
additional disclosures may be
needed to explain why they are
not consistent and
comparable.
QC30 “Classifying, characterising and presenting information | Removing the clutter created
and  clearly and concisely makes it understandable..... by numerous detailed
QC32 Financial reports are prepared for users who have a disclosures will make the

reasonable knowledge of business and economic
activities and who review and analyse the information
diligently.”

financial statements clearer,
more concise and hence more
understandable.




OUR APPROACH TO REVIEWING THE STANDARDS

7.

In addition to the key principles from the Conceptual Framework, discussed above, the matters
set out below guided the Group’s work. Many of these are also based directly on the Conceptual
Framework while the others, such as the first one below, are points which the Group considered
of particular relevance to how the work was approached. This approach was developed in the
early stages so that the task of reviewing individual standards could be done, as far as possible,
on a systematic and consistent basis.

Disclosure requirements have built up, standard by standard, over many years. A ‘top-
down’ lens should be applied to consider the balance across the disclosures and their
relative importance to users.

Disclosures in financial reporting standards should be considered in the context of
meeting the needs of the maximum number of primary users. This does not prevent the
reporting entity providing additional information that is most useful to a particular
subset. However, to meet the information needs of the maximum number of primary
users, financial statements should not include extensive additional information for a
particular subset of users, because to do so would result in lengthy detailed disclosures
that reduce the usefulness of the financial statements to the majority of primary users.
Financial statement disclosures do not and cannot provide all of the information that
existing and potential investors, lenders and other creditors (the primary users) need.
This point is valid for all other users.

Information should be provided to help the primary users to assess the prospects for
future net cash inflows to an entity. To do so, they also need information about the
resources of the entity, claims against the entity, and how efficiently and effectively the
entity’s management have discharged their responsibilities in the use of the entity’s
resources. The term ‘management’ is used in the IASB conceptual framework to refer
to the ‘management and governing board of an entity’ and is used in the same sense in
this document. Management thus includes directors.

The Conceptual Framework does not use the term ‘stewardship’ but it describes what
the term captures. The concept is an important objective of financial reporting and
how management makes efficient and effective use of the resources provided should be
considered when reviewing disclosure requirements.

Standard setters sometimes have been requested to consider mandating disclosure
requirements that support regulatory objectives, including enforcement and policy
objectives such as financial stability. The Group considered that meeting such needs
should not be a guiding principle for its work for three reasons. First, while financial
reporting may assist regulators with meeting such objectives, doing so is not the primary
objective of financial reporting. Second, regulators and other setters of policy generally
have the ability to specify disclosure requirements to meet their regulatory and policy
objectives. Third, IFRSs are to be capable of global application. If they were to seek to
meet the needs of regulators in each particular geographical area, they would contain
data which did not constitute information relevant to primary users. Paragraph OB10 of
the Conceptual Framework states that general purpose financial reports “are not
primarily directed to these other groups” such as regulators and members of the general
public.



IFRSs are developed for use by capital market participants and for application in the

global environment. However, disclosure issues may arise at national level due to:

a) some countries applying IFRS to a wider set of business (for-profit) entities and
public benefit entities (public sector entities and not-for-profit entities) for which the
standards may not have originally been intended;

b) variation in the size of capital markets in the various jurisdictions and different views
held by securities market regulators on whether the same financial information
should be disclosed by all public issuers regardless of size; and

c) specific issues deemed to be relevant to that country where disclosure is not required
by IFRS.

Different national governments, regulators or standard setters could therefore require

additional detail or adopt differential disclosure requirements, based on size or other

characteristics, if this was thought necessary to the local environment. Such local issues
were not considered as part of our project.

In our work we have not used the issue of commercial sensitivity to determine whether

there should be a disclosure. It is for an entity’s management to consider commercial

sensitivity and justify the impact this has on disclosures in its financial statements.

Some standards contain requirements designed to ‘keep preparers honest’. That is, they

aim to prevent inappropriate behaviours rather than to encourage relevant and reliable

reporting. We considered that such disclosures should be retained only where they
contributed directly to providing relevant and representationally faithful information.

Disclosures should be made as far as possible in clear, concise, plain language.

Disclosures should help ‘tell the story” about the performance, position and prospects of

the entity.

As far as possible, disclosures should not be duplicated within a single set of financial

statements.

Cost is a pervasive constraint on useful financial reporting. The costs associated with
providing disclosures should be assessed against the benefits they yield in terms of
providing useful information to financial statement users generally. However, in
recommending deletions, the Group has focused on increasing the usefulness of
financial statements rather than on reducing the costs of preparation of those financial
statements.

8. In considering each of the existing IASB standards, the following specific steps were
undertaken to:

determine the specific disclosure objective of each standard and to propose, where
necessary, that objectives are cleatly stated;

assess the extent to which the existing disclosure requirements meet the principles in
paragraphs 6 and 7 and the specific disclosure objective; and

propose deletions and changes to the existing disclosure requirements based on the
above assessment.



As part of the third step, the Group sought to:

e delete merely ‘encouraged’ disclosures. If a disclosure is needed, it should be specifically
required. IAS 1 already contains an over-arching requirement to ensure all necessary
information is provided;

e reduce the number of detailed reconciliations required in IFRS. These currently result
in the disclosure of items that are not material. A summary of material changes should
usually suffice;

e respond to the issue raised in paragraph 3 by being clearer in individual standards that
disclosures are required only where the information is material. Rather than relying on
preparers to interpret paragraph 31 of IAS 1, the Group has assisted that judgment by
changing individual standards to emphasise materiality. By doing so, we believe
preparers are more likely to cut out unnecessary disclosures; and

e introduce the option for preparers not to repeat their summary of accounting policies in
all financial statements but instead to give a reference to where those material
accounting policies may be found e.g. an entity’s website. New or amended policies for
that accounting period would continue to be required to be disclosed in the relevant
financial statements.

9. Finally, for each standard we considered the proposed disclosure requirements in totality to
determine whether, as a whole, they met the key principles for disclosure.
APPLYING MATERIALITY
10. From its review of the wording in IAS 1 Presentation of Financial Statements and the 2010
Conceptual Framework for Financial Reporting, the Group noted that the IASB has essentially
identified three categories of possible financial reporting disclosures. The categories address
whether the information is:
e 2 material item;
e  material information; or
e not material.
11. Paragraph 7 of IAS 1 addresses the materiality of an item as follows:
“omissions or misstatements of items are material if they could, individually or
collectively, influence the economic decisions that users make on the basis of the
financial statements. Materiality depends on the size and nature of the omission or
misstatement judged in the surrounding circumstances. The size or nature of the item,
or a combination of both, could be the determining factor.”
12. While the word ‘item’ is not defined in IAS 1, it is commonly used to describe items that are

included in the statement of financial position, statement of comprehensive income, separate
income statement (if presented), statement of changes in equity or statement of cash flows.
Paragraphs 29 and 30 of IAS 1 read as follows:



13.

14.

15.

16.

n entity shall present separately each material class of similar items. An entity shall
present separately items of a dissimilar nature or function unless they are fmmaterial
not material. [Change proposed by the Group for consistency.]

Financial statements result from processing large numbers of transactions or other
events that are aggregated into classes according to their nature or function. The final
stage in the process of aggregation and classification is the presentation of condensed
and classified data, which form line items in the financial statements. If a line item is
not individually material, it is aggregated with other items in those statements. An item
that is not sufficiently material to warrant separate presentation in those statements may
warrant separate presentation in the notes.”

Material information is covered in two places in the IASB literature. Paragraph QCI11 of the
Conceptual Framework notes the following:

“nformation is material if omitting or misstating it could influence decisions that users
make on the basis of financial information about a specific reporting entity. In other
words, materiality is an entity-specific aspect of relevance based on the nature or
magnitude or both, of the items to which the information relates in the context of an
Individual entity’s financial report. Consequently, the Board cannot specify a uniform
quantitative threshold for materiality or predetermine what could be material in a
particular situation.”

Paragraph 7 of IAS 1 contains the following:

“notes contain information in addition to that presented in the statement of financial
position, statement of comprehensive Income, separate Income statement (if
presented), statement of changes in equity and statement of cash flows. Notes provide
narrative descriptions or desegregations of items presented in those statements and
information about items that do not qualily for recognition in the statements.”

Paragraph 31 of IAS 1 reads as follows:

“an entity need not provide a specific disclosure required by an IFRS if the information
Is not material.

In short, notes provide additional information. The fact that an item is material does not mean
that additional information relating to that item must also be material. Each piece of potential
information has to be judged against the surrounding circumstances. More information will be
needed for items of particular significance to the reporting entity.



17. For example, in a power generation business, information on the item ‘tangible fixed assets
relating to power generation’ is likely to be material. In a financial services company, while
tangible fixed assets may be disclosed in the statement of financial position, they are likely to be
relatively small. Consequently additional information in the notes is likely to be not material in
such a business. In both of these businesses, if the share-based payment is not material, then
further information in the notes will also be not material. On the other hand, while a defined
benefit pension amount may be relatively small as an item on the statement of financial
position, the potential volatility in this item may mean that additional information on this item
in the notes would be material to the users of those financial statements.

18. Hitherto users of IFRS have typically applied one test as follows:

Is the item
material?

Yes No

v v
Disclose the No further
item and all action
associated
information
in the notes

19. The Group considers that users of IFRS should in the future consider separately (i) whether an
item is material and (ii) whether individual pieces of information are material such that they
warrant disclosure in the additional notes. Consideration should be given to individual pieces of
information relating to material items, as well as information that does not relate to specific
items but is required for the financial statements to meet the objective of financial reporting.

20. The revised approach may be typified in the following diagram.



Are you considering (a) an item
or (b) information for inclusion
in the notes?

Item Information

Is the item
material
(IAS 1, 29)

Is the individual piece
of information
material, so as to
require disclosure in
the notes (QC21, CF)

Yes No No
Disclose Aggregate Disclose No further
item in and no information in action
statement or further action notes
note

21. Not material is simply the residual class. If an item or information fails to qualify as material, as
set out above, then it is deemed not material and does not require disclosure.

22. In proposing amendments to the existing IFRSs, the Group sought to emphasise materiality
and the distinction between material items and material information.

OTHER APPROACHES

23. The Group considered and rejected different approaches as part of its work. In particular, it
rejected having only disclosute objectives/principles in each standard. In our view, moving
solely to a disclosure principles approach would be seen as a step too far for those involved in
financial reporting at this time. In arriving at this view, the Group noted that some
commentators refer to following factors as influencing the current disclosure regime:

e some users, or at least some financial analysts, may want more disclosure and rarely
concede that there is something they can do without;

e preparers may find that the current extensive disclosures inhibit them from focussing on
clear communication. On the other hand, the current approach may be perceived as less
risky, in that preparers may prefer to include extensive immaterial information rather than
take the risk that judgements made to exclude such information will be ‘second-guessed’
subsequently;
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24,

25.

e auditors may prefer the current extensive disclosure regime as it leads to fewer judgement
calls and thus fewer disputes and less risk; and

e regulators may prefer the detailed regime as it is easier to enforce.

In the light of these perceptions, retaining key detailed disclosures requirements, where these
result in disclosure of material information, provides useful guidance to preparers and auditors
to meet the overall disclosure objective for each standard and useful reassurance to users and
regulators that material items and material information will continue to be disclosed. The
emphasis on materiality contained in these recommendations will require greater judgement to
be exercised by all involved in the financial reporting process, including preparers, auditors, and
users of financial statements. The Group accepts that this is an inevitable price to pay to
achieve the objective. It is only by the application of judgement in a structured approach that
the excess baggage can be removed.

A disclosure regime based upon a single principles-based disclosure standard or based solely on
disclosure principles in individual topic standards may be an appropriate future objective. But,
in the Group’s view, the proposed approach is the right step at this time, particularly if the
proposals are to be implemented in the near future. If ongoing deliberations around the world
were to result in an approach based solely on a general disclosure framework, the present
recommendations would serve as a useful stepping stone from the current prescription to a
general framework.

The Group also explored introducing the concept of ‘significant’, being something bigger than
‘material’, which would lead to additional disclosures in the notes to the financial statements of
information about ‘significant’ items only and would thus allow less disclosure for items which
were simply material but not ‘significant’. This concept has appeared in IASs and IFRSs with
various descriptors (significant, key, major). If this approach were to be adopted more broadly,
a definition of ‘significant’ would be needed. However, it was not clear how this could be
achieved given the current guidance on materiality and in a way consistent with the Conceptual
Framework. The Group concluded that the approach set out in paragraphs 10 to 22 above
provides the desired result of applying more extensively the concept of materiality in financial
reporting.

IN CONCLUSION

206.

A final step was to test the impact of the Group’s recommendations. The model financial
statements, published by an accountancy firm, and which do not illustrate all potential
disclosures at present, were used to indicate what would be deleted or changed if the standards
were revised as proposed and materiality applied as recommended. The result for the
disclosures required by the standards reviewed in this project was a 37% reduction in the length
of the financial statements. Looking at the financial statements overall, and thus including
disclosures required by standards not included in this review, the impact would be a 30%
reduction in length.
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27. This finding supports the Group’s views on the potential impact. Consequently, we are
confident that, if our recommendations are implemented, this will result in shorter financial

statements containing meaningful information and less irrelevant detail, and thereby serving
better the needs of users of the financial statements.
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SECTION 2: PROPOSED CHANGES TO DISCLOSURE
REQUIREMENTS - STANDARD BY STANDARD

This section contains all disclosure requirements from the IFRSs and IASs under review, and shows
our proposed amendments to these. For each standard a disclosure objective is proposed (if this is
not already clearly stated within the standard) which in most cases will be located at the beginning of
the standard. The disclosure requirements are presented with proposed deletions shown in strike-
through and proposed amendments underlined. Comments on the reasons for deleting, amending
of retaining requirements are presented alongside the relevant paragraphs.

All standards mandatorily applicable at the current date have been reviewed, with the following
exceptions:

IAS 26 Accounting and Reporting by
Retirement Benefit Plans These relate to separate reports.
1AS 34 Interim Financial Reporting

IERS 4 Insurance Contracts ~

IERS 9 Financial Instruments

IAS 11 Construction Contracts These topics have been under revision during
IAS 17 Leases the course of this project.

IAS 18 Revenue

IAS 27 Consolidated and Separate Financial
Statements

IAS 28 Investments in Associates

TAS 31 Investments in Joint 1 entures ~

IAS 32 Financial Instruments: Presentation
IAS 39 Financial Instruments: Recognition and No disclosure requirements
Measurement

The standards reviewed are as follows: Page
IERS 1 First-time Adoption of International Financial Reporting Standards 15
IERS 2 Share-based Payment 19
IERS 3 Business Combinations 22
IFRS 5 Non-current Assets Held for Sale and Discontinned Operations 27
IFRS 6 Exploration for and Evalnation of Mineral Resources 30
IERS 7 Financial Instruments: Disclosures 31
IERS 8 Operating Segments 55
IAS 1 Presentation of Financial Statements 61
IAS 2 Inventories 74
IAS 7 Statement of Cash Flows 76
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IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
IAS 10 Events after the Reporting Period

TAS 12 Income Taxes

IAS 16 Property, Plant and Equipment

IAS 19 Employee Benefits

TAS 20 Accounting for Government Grants and Disclosure of Government Assistance
IAS 21 The Effects of Changes in Foreign Exchange Rates

IAS 23 Borrowing Costs

IAS 24 Related Party Disclosures

IAS 29 Financial Reporting in Hyperinflationary Econonries

IAS 33 Earnings per Share

IAS 36 Impairment of Assets

IAS 37 Provisions, Contingent Assets and Contingent Liabilities

1AS 38 Intangible Assets

IAS 40 Investment Properties

IAS 41 Agriculture
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IFRS 1 First-time Adoption of International Financial Reporting Standards

1. Disclosure objective

The objective of IFRS 1 is to ensure that an entity’s first IFRS financial statements, and its interim
financial reports for part of the period covered by those financial statements, contain high quality
information that is transparent for wusers and comparable over all periods presented.

(paragraph 1)

2. Likely disclosure objective

The disclosure objective is cleatly specified.

3. Disclosure requirements

Requirement Comment

6 An entity shall prepare and present an opening IFRS statement of Given the special purpose of
financial position at the date of transition to IFRSs. This is the starting IFRS 1, this disclosure is
point for its accounting in accordance with IFRSs. considered appropriate.

20 This Standard does not provide exemptions from the presentation and Given the special purpose of
disclosure requirements in other IFRSs. IFRS 1, this disclosure is

21 To comply with IAS 1, an entity’s IFRS financial statements shall include considered appropriate.
two atleastthree statements of financial position, two statements of In IAS 1, the requirement
comprehensive income, two separate income statements (if presented), for a third statement of
two statements of cash flows and two statements of changes in equity and | financial position is deleted.
related notes, including comparative information.

22 Some entities present historical summaries of selected data for periods
before the first period for which they present full comparative
information in accordance with IFRSs. This IFRS does not require such
summaries to comply with the recognition and measurement requirements
of IFRSs. Furthermore, some entities present comparative information in
accordance with previous GAAP as well as the comparative information
required by IAS 1. In any financial statements containing historical
summaries or comparative information in accordance with previous
GAAP, an entity shall:

(a) label the previous GAAP information prominently as not being
prepared in accordance with IFRSs; and

(b) disclose the nature of the main adjustments that would make it
comply with IFRSs. An entity need not quantify those adjustments.

23 An entity shall explain how the transition from previous GAAP to Given the special purpose of
IFRSs affected its reported financial position, financial performance | IFRS 1, this disclosure is
and cash flows. considered appropriate.

24 To comply with paragraph 23, an entity’s first IFRS financial statements Only change is to a.dd.
shall include: emphasis on materiality.

(@) reconeiliations a summary of material differences between its
equity reported in accordance with previous GAAP teand its
equity in accordance with IFRSs for both of the following dates:
6) the date of transition to IFRSs; and
(i) the end of the latest period presented in the entity’s most
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Requirement

Comment

25

26

27

27A

28

recent annual financial statements in accordance with
previous GAAP.

(b) a reeoneiliation-summary of material differences between te-its
total comprehensive income in accordance with IFRSs for the

latest period in the entity’s most recent annual financial statements
and Fhestartingpointfor-thatreconeiliationshall-be total
comprehensive income in accordance with previous GAAP for the
same period or, if an entity did not report such a total, profit or
loss under previous GAAP.

() if the entity recognised or reversed any material impairment losses
for the first time in preparing its opening IFRS statement of
financial position, the disclosures that IAS 36 Impairment of Assets
would have required if the entity had recognised those impairment
losses or reversals in the period beginning with the date of
transition to IFRSs.

The reconciliations required by paragraph 24(a) and (b) shall give
sufficient detail to enable users to understand the material adjustments to
the statement of financial position and statement of comprehensive
income. If an entity presented a statement of cash flows under its previous
GAAP, it shall also explain the material adjustments to the statement of
cash flows.

If an entity becomes aware of errors made under previous GAAP, the
reconciliations required by paragraphs 24(a) and (b) shall distinguish the
correction of those errors from changes in accounting policies.

IAS 8 does not apply to the changes in accounting policies an entity makes
when it adopts IFRSs or to changes in those policies until after it presents
its first IFRS financial statements. Therefore, IAS 8’s requirements for
disclosures about changes in accounting policies do not apply in an
entity’s first IFRS financial statements.

If during the period covered by its first IFRS financial statements an entity
changes its accounting policies or its use of the exemptions contained in
this IFRS, it shall explain the changes between its first IFRS interim
financial report and its first IFRS financial statements, in accordance with
paragraph 23, and it shall update the reconciliations required by paragraph
24(a) and (b).

If an entity did not present financial statements for previous periods, its
first to IFRS financial statements shall disclose that fact.

30

31

If an entity uses fair value in its opening IFRS statement of financial
position as deemed cost for an item of property, plant and equipment, an
investment property or an intangible asset (see paragraphs D5 and D7),
the entity’s first IFRS financial statements shall disclose, for each material
line item in the opening IFRS statement of financial position:

(@) the aggregate of those fair values; and

(b) the aggregate adjustment to the carrying amounts reported under
previous GAAP.

Similarly, if an entity uses a deemed cost in its opening IFRS statement of
financial position for an investment in a subsidiary, jointly controlled
entity or associate in its separate financial statements (see paragraph D15),
the entity’s first IFRS separate financial statements shall disclose, if
material:

Given the special purpose of
IFRS 1, this disclosure is
considered appropriate.
Only change is to add
emphasis on materiality.
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Requirement

Comment

31A

31B

(a) the aggregate deemed cost of those investments for which deemed
cost is their previous GAAP carrying amount;

() the aggregate deemed cost of those investments for which deemed
cost is fair value; and

() the aggregate adjustment to the carrying amounts reported under
previous GAAP.

If an entity uses the exemption in paragraph D8A(b) for oil and gas assets,
it shall disclose that fact and the basis on which carrying amounts
determined under previous GAAP were allocated.

If an entity uses the exemption in paragraph D8B for operations subject
to rate regulation, it shall disclose that fact and the basis on which carrying
amounts were determined under previous GAAP.

32

33

To comply with paragraph 23, if an entity presents an interim financial
report in accordance with IAS 34 for part of the period covered by its first
IFRS financial statements, the entity shall satisfy the following
requirements in addition to the requirements of IAS 34:

(a) Each such interim financial report shall, if the entity presented an
interim financial report for the comparable interim period of the
immediately preceding financial year, include:

@) a reeoneiliation summary of material differences between
its equity in accordance with previous GAAP at the end of
that comparable interim period teand its equity under
IFRSs at that date; and

(i) a reeonreiliation summary of material differences between te
its total comprehensive income in accordance with IFRSs
for that comparable interim period (current and year to
date)- and Fhestartingpointforthatreconeiliatonshall-be
total comprehensive income in accordance with previous
GAAP for that period or, if an entity did not report such a
total, profit or loss in accordance with previous GAAP.

(b) In addition to the reeeneiliations summaries required by (a), an
entity’s first interim financial report in accordance with IAS 34 for
part of the period covered by its first IFRS financial statements
shall include the reconciliations described in paragraph 24(a) and
(b) (supplemented by the details required by paragraphs 25 and 26)
or a cross reference to another published document that includes
these reconciliations.

(¢)  If an entity changes its accounting policies or its use of the
exemptions contained in this IFRS, it shall explain the material
changes in each such interim financial report in accordance with
paragraph 23 and update the reconciliations required by (a) and

(b).

TAS 34 requires minimum disclosures, which are based on the assumption
that users of the interim financial report also have access to the most
recent annual financial statements. However, IAS 34 also requires an
entity to disclose ‘any events or transactions that are material to an
understanding of the current interim period’. Therefore, if a first-time
adopter did not, in its most recent annual financial statements in
accordance with previous GAAP, disclose information material to an
understanding of the current interim period, its interim financial report

Given the special purpose of
IFRS 1, this disclosure is
considered appropriate.

Amended is to add emphasis
on materiality, and
reconciliations replaced by
summaries of material
differences.
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Requirement Comment

shall disclose that information or include a cross-reference to another
published document that includes it.

4. Conclusion

The disclosure requirements of IFRS 1 are appropriate for the purpose of this first-time adoption.
The only changes proposed are to add emphasis on materiality.
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IFRS 2 Share-based Payment

1.

An entity shall disclose material information that enables users of the financial statements to
understand the nature and extent of share-based payment arrangements that existed during the

Disclosure objective

period (paragraph 44).

2.

Likely disclosure objective

The disclosure objective is clearly specified and only amended to emphasise materiality.

3. Disclosure requirements

Requirement Comment

44 An entity shall disclose information that enables users of the financial | Disclosure objective —
statements to understand the nature and extent of material share- amended to emphasise
based payment arrangements that existed during the period. materiality.

45  To give effect to the principle in paragraph 44, the entity shall disclose at Apply the ‘materiality” over-

least the following, although an entity with substantially similar types of

share-based payment arrangements may aggregate this information, unless

separate disclosure of each arrangement is necessary to satisfy the principle in
paragraph 44 :

(a) a description of each type of material share-based payment
arrangement that existed at any time during the period, including the
general terms and conditions of each arrangement, such as vesting
requirements, the maximum term of options granted, and the method

of settlement (e.g. whether in cash or equity). An-entitrwith

(©) for share options exercised during the period, the number and the
weighted average share price at the date of exercise. If options were
exercised on a regular basis throughout the period, the entity may
instead disclose the weighted average share price during the period.

(d) for share options outstanding at the end of the period, the number

and weighted average exercise price of share options exercisable at
the end of the period, the range of exercise prices and weighted

average remaining contractual life. If the range of exercise prices is
wide, the outstanding options shall be divided into ranges that are

ride to all disclosure
requirements, not just (a).

(a) is transferred to lead in to
paragraph above.

(b) is deleted as (c) and (d)

capture the key information.

Amendment to (c) is
transferred from (b)(iv).

Amendment to (d) is
transferred from (b)(vii).
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Requirement

Comment

meaningful for assessing the number and timing of additional shares
that may be issued and the cash that may be received upon exercise
of those options.

46

An entity shall disclose material information that enables users of the
financial statements to understand how the fair value of the goods or
services received, or the fair value of the equity instruments granted,

during the period was determined.

Principle — amended to
emphasise materiality.

47

If the entity has measured the fair value of goods or services received as
consideration for equity instruments of the entity indirectly, by reference to
the fair value of the equity instruments granted, to give effect to the principle
in paragraph 40, the entity shall disclose at least the following:

for equity instruments share-eptions granted during the period, the

weighted average fair value of those options at the measurement date
and information on how that fair value was measured, including the
valuation techniques and inputs used.

@)

©

for share-based payment arrangements that were modified during the

period:
@
(i)

(i)

an explanation of those modifications;
the incremental fair value granted (as a result of those
modifications); and

information on how the incremental fair value granted was
measured, consistently with the requirements set out in (a)

and-{b} above, where applicable.

Retain - relevant information
(@)(i) - (iii) and (b) deleted —
excessively prescriptive
detail is an anti-abuse

measure and is more detailed
than IFRS 13.

48

If the entity has measured directly the fair value of goods or services received
during the period, the entity shall disclose how that fair value was

Retain - relevant information
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Requirement Comment

determined, e.g. whether fair value was measured at a market price for those
goods or services.

49 If the entity has rebutted the presumption in paragraph 13, it shall disclose Retain — relevant
that fact, and give an explanation of why the presumption was rebutted. information

50 An entity shall disclose material information that enables users of the Principle — amended to
financial statements to understand the effect of share-based payment emphasise materiality.

transactions on the entity’s profit or loss for the period and on its
financial position.

51 To give effect to the principle in paragraph 50, the entity shall disclose at Recommend reducing the
least the following: details of the disclosures.
(a) the total expense recognised for the period arising from share-based

payment transactions in which the goods or services received did not
qualify for recognition as assets and hence were recognised immediately

as an expenseyineludingseparate-disclosure-of that perton-of-thetotal

(b) for liabilities arising from share-based payment transactions:

@) the total carrying amount at the end of the period; ane

Delete — general principle in
TAS 1.

4. Conclusion

The disclosure requirements in IFRS 2 are already principle-based, so the only proposed changes
relate to a reduction of some of the detail and to add emphasis on materiality.

21



IFRS 3 Business Combinations

1. Disclosure objective

The objective of this IFRS is to ... establish principles and requirements for how the acquirer ...
determines what information to disclose to enable users of the financial statements to evaluate the

nature and financial effects of the material business combinations. (paragraph 1)

2.

Likely disclosure objective

The disclosure objective is clearly specified and only amended to emphasise materiality.

3. Disclosure requirements
Requirement Comment
59 The acquirer shall disclose information that enables users of its Principle amended to
financial statements to evaluate the nature and financial effect of a emphasise materiality. 59(b)
material business combination that occurs eithes: triggers B66 and is deleted
=) during the cutrent reporting period.; et because it is addressed in
. . IAS 10.
{b)—after the-end-of the reperting period-but-before-the
» ol hosised fori i
60 To meet the objective in paragraph 59, the acquirer shall disclose the
information specified in paragraphs B64—B66-6-B65.
61 The acquirer shall disclose material information that enables users Principle amended to
of its financial statements to evaluate the financial effects of emphasise materiality.
adjustments recognised in the current reporting period that relate to
business combinations that occurred in the period or previous
reporting periods.
62 To meet the objective in paragraph 61, the acquirer shall disclose the
information specified in paragraph B67.
63 If the specific disclosures required by this and other IFRSs do not meet
the objectives set out in paragraphs 59 and 61, the acquirer shall disclose
whatever additional information is necessary to meet those objectives.
Bo4 To meet the objective in paragraph 59, the acquirer shall disclose the Amended to emphasise

following information for each material business combination that occurs
during the reporting period:

(a) the name and a description of the acquiree.

(b) the acquisition date.

] L o

(d) the-primaryreasonsforthe businesscombinationand a
description of how the acquirer obtained control of the
acquiree.

® the acquisition-date fair value of the total consideration
transferred and the acquisition-date fair value of each material

materiality.

(c) is deleted as is adequately
covered by (d).

(d) removed ‘primary
reasons’ for business
combination as normally
duplicates other disclosures.

(e) deleted as is usually an
uninformative disclosure.

(f) amended to use the term
‘material’ consistently.

(h) deleted — there is no
rationale for requiring
specific disclosures on
receivables, and is adequately
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Requirement

Comment

©

0

majer class of consideration, such as:

@) cash;

(i) other tangible or intangible assets, including a
business or subsidiary of the acquirer;

(iif) liabilities incurred, for example, a liability for
contingent consideration; and

(iv) equity interests of the acquirer, including the number
of instruments or interests issued or issuable and the

method of determining the fair value of those
instruments ot interests.

for material contingent consideration arrangements and
indemnification assets:

@) the amount recognised as of the acquisition date;

(i) a description of the arrangement and the basis for
determining the amount of the payment; and

(iif) an estimate of the range of outcomes (undiscounted)
or, if a range cannot be estimated, that fact and the
reasons why a range cannot be estimated. If the
maximum amount of the payment is unlimited, the
acquirer shall disclose that fact.

the amounts recognised as of the acquisition date for each
majer-material class of assets acquired and liabilities assumed.

covered by ().

(@) ‘major’ replaced by
‘material’ for consistency
(j) deleted as is covered by
IAS 37.

(k) deleted as is highly
detailed and specific.

(1) and (m) deleted -
paragraph 51 relates to pre-
existing relationships, so this
is not part of the business
combination.

(q) (i) deleted as (q)() is

considered sufficient.




Requirement

Comment

(n) in a bargain purchase (see paragraphs 34-30):
@) the amount of any material gain recognised in

accordance with paragraph 34 and the line item in the
statement of comprehensive income in which the gain
is recognised; and

(i) a description of the reasons why the transaction
resulted in a material gain.

(o) for each business combination in which the acquirer holds less
than 100 per cent of the equity interests in the acquiree at the
acquisition date:

@) the amount of any material the non-controlling
interest in the acquiree recognised at the acquisition
date and the measurement basis for that amount; and

(i1) for each material non-controlling interest in an
acquiree measured at fair value, the valuation
techniques and key model inputs used for determining

that value.
P) in a business combination achieved in stages:
) the acquisition-date fair value of any material the

equity interest in the acquiree held by the acquirer
immediately before the acquisition date; and

(i) the amount of any material gain or loss recognised as
a result of remeasuring to fair value the equity interest
in the acquiree held by the acquirer before the
business combination (see paragraph 42) and the line
item in the statement of comprehensive income in
which that gain or loss is recognised.

(9 the following information:

@) the amounts of revenue and profit or loss of the
acquiree since the acquisition date included in the
consolidated statement of comprehensive income for
the reporting period; and

; )
e f &P TuE"
f . S
: | 5703 o & &
If disclosure of any of the information required by this
subparagraph is impracticable, the acquirer shall disclose that
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Requirement

Comment

fact and explain why the disclosure is impracticable. This IFRS
uses the term ‘impracticable’ with the same meaning as in IAS 8
Acconnting Policies, Changes in Acconnting Estimates and Errors.

Delete — if information is
material, it would be needed
for each business
combination.

Delete — information
required by IAS 10 should
be sufficient.

B67 To meet the objective in paragraph 61, the acquirer shall disclose the

following information for each material business combination esin+the

(b) for each reporting period after the acquisition date until the
entity collects, sells or otherwise loses the right to a contingent
consideration asset, or until the entity settles a contingent
consideration liability or the liability is cancelled or expires:

@) any material changes in the recognised amounts;
incladingany-differences-atisinguponsetdement; and
(i) any material changes in the range of outcomes

(undiscounted) and the reasons for those changes.;

Amended to emphasise
materiality, and detailed
disclosures deleted to ensure
that only key information is
disclosed.




Requirement

Comment

4. Conclusion

The disclosure requirements of IFRS 3 can be reduced.

26




IFRS 5 Non-current Assets Held for Sale and Discontinued Operations

1. Disclosure Objective

An entity shall present and disclose information that enables users of the financial statements to
evaluate the financial effects of material discontinued operations and disposals of non-current assets
(or disposal groups). (paragraph 30)

2. Likely disclosure objective

The stated disclosure objective is appropriate, with one amendment to emphasise materiality.

3. Disclosure requirements

Requirement Comment

30 An entity shall present and disclose information that enables users | Retain — disclosures principle,
of the financial statements to evaluate the financial effects of only change is to emphasise
material discontinued operations and disposals of non-current materiality.

assets (or disposal groups).

33 An entity shall disclose: amended to emphasise
(2) a single amount in the statement of comprehensive income materiality.
comprising the total of: (b)(ii) & (iv) deleted — cross-
@ the post-tax profit or loss of discontinued operations; and reference not required.
(i) the post-tax gain or loss recognised on the measurement Option to present information

on the face of the income
statement is deleted, to avoid
cluttering the main statements

to fair value less costs to sell or on the disposal of the
assets or disposal group(s) constituting the discontinued

operation. : , HHE !
. ‘ . ‘ o with detailed information.
() an analysis of the single amount in (a), if material, into:
@) the revenue, expenses and pre-tax profit or loss of

discontinued operations;

(i) therelatedincometaxexpense-asrequired-by

(i)  the gain or loss recognised on the measurement to fair
value less costs to sell or on the disposal of the assets or
disposal group(s) constituting the discontinued
operation.;-and

(iv)  therelatedincometaxexpenseasrequiredby

The analysis smayshall be presented in the notes etin+the

(©) the net cash flows attributable to the operating, investing and
financing activities of material discontinued operations. These
disclosures saay-shall be presented either-in the noteserinthe
finaneial-statements. These disclosures are not required for
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Requirement

Comment

disposal groups that are newly acquired subsidiaries that meet the
criteria to be classified as held for sale on acquisition (see
paragraph 11).

d) the amount of income from continuing operations and from
discontinued operations attributable to owners of the parent.
These disclosures shallsmay be presented eithesin the notesesia

thestatement-of comprehensiveincomes

Delete — cross-reference is not
required.

Delete — general requirement
for comparatives is included in
TAS 1.

35

Material adjustments in the current period to amounts previously
presented in discontinued operations that are directly related to the
disposal of a discontinued operation in a prior period shall be classified
separately in discontinued operations. The nature and amount of such

adjustments shall be disclosed. Examples-ef-eirenmstancesinwhich
] L seinehidethe followine:

Amended to emphasise
materiality.

Examples deleted as these are
likely to encourage excessive
disclosures.

36A

An entity that is committed to a sale plan involving loss of control of a
subsidiary shall disclose the information required in paragraphs 33—-36
when the subsidiary is a disposal group that meets the definition of a
discontinued operation in accordance with paragraph 32.

Retain — clarifies scope

38

An entity shall present a material non-current asset classified as held for
sale and the assets of a material disposal group classified as held for sale
separately from other assets in the statement of financial position. The
liabilities of a material disposal group classified as held for sale shall be
presented separately from other liabilities in the statement of financial
position. Those assets and liabilities shall not be offset and presented as
a single amount. The majer-material classes of assets and liabilities
classified as held for sale shall be separately disclosed in the notes,
except as permitted by paragraph 39. An entity shall present separately
any material cumulative income or expense recognised in other

comprehensive income relating to a non-current asset (or disposal
group) classified as held for sale.

‘Major’ replaced by ‘matetial’
for consistency

39

If the disposal group is a newly acquired subsidiary that meets the
criteria to be classified as held for sale on acquisition (see paragraph 1),
disclosure of the major material classes of assets and liabilities is not

As above

28




Requirement Comment
required.
41 For material disposal groups and non-current assets, an entity shall Amended to emphasise

disclose the following information in the notes in the period in which
the non-current asset (or disposal group) has been either classified as
held for sale or sold:

(a) a description of the non-current asset (or disposal group);

(b) a description of the facts and circumstances of the sale, or
leading to the expected disposal, and the expected manner and
timing of that disposal;

() the gain or loss recognised in accordance with paragraphs 20-22
and, if not separately presented in the statement of
comprehensive income, the caption in the statement of
comprehensive income that includes that gain or loss;

(d) if applicable, the segment in which the non-current asset

(or disposal group) is presented in accordance with IFRS 8
Operating Segments.

materiality

42 If either paragraph 26 or paragraph 29 applies, an entity shall disclose, in
the period of the decision to change the plan to sell the non-current
asset (or disposal group), a description of the facts and circumstances
leading to the decision and the effect of the decision on the results of
operations for the period and any prior petiods presented.

Retain — necessary
requirement.

4. Conclusion

The disclosures in IFRS 5 can be reduced.

29




IFRS 6 Exploration for and Evaluation of Mineral Resources

1. Disclosure objective

IFRS 6 requires “diselesures the disclosure of material information that identifydes and explains the
amounts in the entity’s financial statements arising from the exploration for and evaluation of
mineral resources and helps users of those financial statements understand the amount, timing and
certainty of future cash flows from any exploration and evaluation assets recognised” (paragraph

2(c)-

2. Likely disclosure objective

The disclosure objective is clearly specified and amended only to emphasise materiality.

3. Disclosure requirements

Requirement Comment

23 An entity shall disclose material information that identifies and Retain — principle is
explains the amounts recognised in its financial statements arising appropriate. Amended to
from the exploration for and evaluation of mineral resources. emphasise materiality.

24 To comply with paragraph 23, an entity shall disclose: (a) is deleted as it duplicates

() its-nccounting policies forexplorationand-evatuation IAS 8.

() the amounts of assets, liabilities, income and expense and
operating and investing cash flows arising from the exploration
for and evaluation of mineral resources.

25 An entity shall treat exploration and evaluation assets as a separate class of | Retain — necessary cross-
assets and make the disclosures required by either IAS 16 or IAS 38 reference to other standards.
consistent with how the assets are classified.

4. Conclusion

The disclosure requirements in IFRS 6 are principles-based and little change is required.
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IFRS 7 Financial Instruments: Disclosures

1. Disclosure Objective

The objective of this IFRS is to require entities to provide material information diselesures in their
financial statements that enables users to evaluate:

(@)

the significance of financial instruments for the entity’s financial position and performance;
and

the nature and extent of material risks arising from financial instruments to which the entity is
exposed during the period and at the end of the reporting period, and how the entity manages

(b)

those risks. (paragraph 1)

2. Likely disclosure objective
The disclosure objective is cleatly specified and only amended to

3. Disclosure requirements

emphasise materiality

Requirement

Comment

1A The entity shall consider the risks arising from financial

instruments within the context of the entity’s operations. The
relevance of disclosures will depend on the entity’s use of
financial instruments and the extent to which risks arise from
those financial instruments. Where material risks arise from
specific financial instruments (such as may occur with hedging
instruments for commodity producers) or from the nature of the
business (such as for financial institutions), the entity makes
disclosures that explain the significance of financial instruments
to the entity’s financial position, performance and cash flows and
the nature and extent of the risks arising from these instruments.
Where the entity enters into relatively simple financial
instruments to support its main line of business (for example, as

a retailer) the relative use of, and risks from, those instruments
are likely to be low. This IFRS expects the disclosures to be at a

level that reflects the significance of the financial instruments to
the entity.

Additional introductory paragraph
proposed to emphasise that the
nature and extent of financial
instruments disclosures is dependent
on the significance of financial
instruments to the entity’s financial
performance, position and cash flows.

When this IFRS requires disclosures by class of financial
instrument, an entity shall group financial instruments into
classes that are appropriate to the nature of the information
disclosed and that take into account the characteristics of those

financial instruments. An-entityshall-providesufficient

Retain — this method of classification
is likely to result in the most useful
information. (Also see comments on

paragraph 8 below).
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Requirement

Comment

B1

B2

B3

Paragraph 6 requires an entity to group financial instruments into
classes that are appropriate to the nature of the information
disclosed and that take into account the characteristics of those
financial instruments. The classes described in paragraph 6 are
determined by the entity and are, thus, distinct from the
categories of financial instruments specified in IAS 39 (which
determine how financial instruments are measured and where
changes in fair value are recognised).

In determining classes of financial instrument, an entity shall, at a

minimum:

(@) distinguish instruments measured at amortised cost from
those measured at fair value.

() treat as a separate class or classes those financial
instruments outside the scope of this Standard.

An entity decides, in the light of its circumstances, how much
detail it provides to satisfy the requirements of this Standard,
how much emphasis it places on different aspects of the
requirements and how it aggregates information to display the
overall picture without combining information with different
characteristics. It is necessary to strike a balance between
overburdening financial statements with excessive detail that may
not assist users of financial statements and obscuring important
information as a result of too much aggregation. For example,
an entity shall not obscure important information by including it
among a large amount of insignificant detail. Similarly, an entity
shall not disclose information that is so aggregated that it
obscures important differences between individual transactions
or associated risks.

Retain — useful explanatory material.

An entity shall disclose material information that enables
users of its financial statements to evaluate the significance
of financial instruments for its financial position and
performance.

The general principle is appropriate,
and is amended only to emphasise
materiality.

An entity shall disclose the carrying amount of each material

class of financial instrument, either in the statement of financial

position or in the notes.Fhe-eatrryingamountsofeachofthe

a sao-definedin-TA 0 L

Recommend deletion based on
comments on paragraph 6 above.
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Requirement

Comment

9 If the entity has designated aleanerreeceivableforgroup-of
loans-otrreceivablesy-material financial liabilities as at fair value

through profit or loss, it shall disclose:

(©) the amount of change, during the period and
cumulatively, in the fair value of theloan-orreeeivable
{ergroup-ofloans-orreeeivables) financial liability that
is attributable to changes in the its own credit risk ef
the-finaneial-asset determined either:

@) as the amount of change in its fair value that
is not attributable to changes in market
conditions that give rise to market risk; or

(i) using an alternative method the entity
believes more faithfully represents the

amount of change in its fair value that is
attributable to changes in the credit risk of
the assetliability.

s ikt conditons that e

Paragraphs 9 and 10 combined and
reduced as they both relate to the
impact of credit risk on the fair value
of specific assets and liabilities
designated as at fair value through
profit and loss.

Requirements in respect of financial
assets deleted — the Basis for
Conclusions only explains why these
disclosures are considered helpful for
liabilities and there appears to be no
need for these disclosures. The
disclosure should only be required for
material items. Other disclosures on
credit risk are covered at paragraph
36.

As above, combined with paragraph
9.




Requirement

Comment

Delete — excessive detail.

B4 If an entity designates a financial liability as at fair value through
profit or loss, paragraph 9(c) 8¢z} requires it to disclose the
amount of change in the fair value of the financial liability that is
attributable to changes in the liability’s credit risk. Paragraph 9
(€)()HO{a)ty permits an entity to determine this amount as the
amount of change in the liability’s fair value that is not
attributable to changes in market conditions that give rise to
market risk. If the only relevant changes in market conditions
for a liability are changes in an observed (benchmark) interest
rate, this amount can be estimated as follows:

(a) First, the entity computes the liability’s internal rate of
return at the start of the period using the observed market
price of the liability and the Liability’s contractual cash flows
at the start of the period. It deducts from this rate of
return the obsetved (benchmark) interest rate at the start of
the period, to arrive at an instrument-specific component
of the internal rate of return.

() Next, the entity calculates the present value of the cash
flows associated with the liability using the liability’s
contractual cash flows at the end of the period and a
discount rate equal to the sum of (i) the observed
(benchmark) interest rate at the end of the period and (ii)
the instrument-specific component of the internal rate of
return as determined in (a).

(©) The difference between the observed market price of the
liability at the end of the period and the amount
determined in (b) is the change in fair value that is not
attributable to changes in the observed (benchmark)
interest rate. This is the amount to be disclosed.

This example assumes that changes in fair value arising from
factors other than changes in the instrument’s credit risk or
changes in interest rates are not significant. If the instrument in
the example contains an embedded derivative, the change in fair
value of the embedded derivative is excluded in determining the
amount to be disclosed in accordance with paragraph 10(a).

Retain — useful application guidance.

12 If the entity has reclassified a financial asset (in accordance with

Paragraphs 12 and 12A are combined
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Requirement

Comment

paragraphs 50B, D, E, 51-54 of IAS 39) as one measured:

(a) at cost or amortised cost, rather than at fair value; or

(b) at fair value, rather than at cost or amortised cost,

it shall disclose the amount reclassified into and out of each
category and the reason for that reclassification.

and additional disclosures deleted —
the amount of, and explanation for,
the reclassifications are considered
sufficient.

14 An entity shall disclose, if material: Retain — amended to emphasise
(2) the carrying amount of financial assets it has pledged as materiality.
collateral for liabilities or contingent liabilities, including
amounts that have been reclassified in accordance with
paragraph 37(a) of IAS 39; and
() the terms and conditions relating to its pledge.
15 When an entity holds material collateral (of financial or non- Retain — for material items.

financial assets) and is permitted to sell or repledge the collateral
in the absence of default by the owner of the collateral, it shall
disclose:

(@) the fair value of the collateral held;

(b) the fair value of any such collateral sold or repledged, and
whether the entity has an obligation to return it; and

() the terms and conditions associated with its use of the
collateral.
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Requirement

Comment

Delete — there is no reason to require
additional disclosure when one
method of recording impairment is
chosen over another.

17

If an entity has issued an material instrument that contains both a
liability and an equity component (see paragraph 28 of IAS 32)
and the instrument has multiple embedded derivatives whose
values are interdependent (such as a callable convertible debt
instrument), it shall disclose the existence of those features.

Retain — for material items.

18

For loans payable recognised at the end of the reporting period,

an entity shall disclose material information about any defaults
and breaches and action taken to address these.

Paragraphs 18 and 19 re-drafted as
higher-level principle — current level
of detail is excessive.

20

An entity shall disclose the following items of income, expense,
gains or losses either in the statement of comprehensive income
or in the notes, if material:

(@) net gains or losses on financial instruments measured at
fair value through proft or loss;

() net gains or losses on financial instruments measured at
fair value through other compreensive income;

(©) total interest income and total interest expense for
instruments not measured at fair value; and

(d) total impairment loss on financial assets.

Amended to focus on material items
— the current level of detail could
result in items that are not material
being disclosed.




Requirement Comment

21— Inacecordaneewith-paragraph M7 -of FASH Presentation-of Delete paragraphs 21, B5 - IAS 1
Financial-Statements{asrevisedin 200 anentty diselosesyinthe | addresses disclosures of accounting
sammary-of signifieant accountingpolictes;the-measurement policies and it is not necessary to

duplicate or add significant detail.




Requirement

Comment
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Requirement

Comment

22

An entity shall disclose the following separately for each material
type of hedge described in IAS 39 (i.e. fair value hedges, cash
flow hedges, and hedges of net investments in foreign
operations):

(a) a description of each type of hedge;

(b) a description of the financial instruments designated as
hedging instruments and their fair values at the end of the
reporting period; and

() the nature of the risks being hedged.

Retain - disclosures of types of
hedges do not appear excessive when
restricted to material items.

23

For material cash flow hedges, an entity shall disclose:

(©) the amount that was recognised in other comprehensive
income during the period; and

d) any material reclassifications from equity to profit or loss
for the period. the-ameountthat-wasreclassifiedfrom

Simplify to requite basic information
on reclassifications.

24

An entity shall disclose separately:
(a) in material fair value hedges, net gains or lossesf}
—ofrthe-hedginginstrument and
.. he hedeed i butabl he hedeed
fisk:
(b) the ineffectiveness recognised in profit or loss that arises
from cash flow hedges.

(©) the ineffectiveness recognised in profit or loss that arises
from hedges of net investments in foreign operations.

Simplify to disclosures on a net basis.

Delete — excessive disclosures as cost
is the measurement basis used.

Delete - unnecessary to add to the
offsetting requirements in IAS 32.

Delete - addressed by the estimation
uncertainly and judgment disclosures
in IAS 1.




Comment

Requirement

27A

For material classes of financial instrument measured at fair
value, the entity shall disclose information about the inputs and
assumptions used to determine fair value. This includes
information that enables users to evaluate the extent to which
fair values are based on information other than observable

market data. To make these disclosures, the following hierarchy
may be used, dependent on the significance of financial
instruments to the entity’s business model: Fo-make-the
] 1 T g:.f oo b lfl . j]
fair-value hierarehy shall have the followinglevels:
(a) quoted prices (unadjusted) in active markets for identical
assets or liabilities (Level 1);

(b) inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either directly
(ie as prices) or indirectly (ie derived from prices) (Level
2); and

() inputs for the asset or liability that are not based on
observable market data (unobservable inputs) (Level 3).

The level in the fair value hierarchy within which the fair value
measurement is categorised in its entirety shall be determined on
the basis of the lowest level input that is significant to the fair
value measurement in its entirety. For this purpose, the
significance of an input is assessed against the fair value
measurement in its entirety. If a fair value measurement uses
observable inputs that require significant adjustment based on
unobservable inputs, that measurement is a Level 3
measurement. Assessing the significance of a particular input to
the fair value measurement in its entirety requires judgement,
considering factors specific to the asset or liability.

Amended to include the fair value
hierarchy as an example only — this is
likely to be used by entities where
financial instruments are central to
their business model. For other
entities, the hierarchy is not
considered essential.

Delete — the level of detail is
considered excessive. An explanation
of the inputs and assumptions used in
measuring fair value for material
items, as required by paragraph 27A,
should be sufficient.




Requirement

Comment

28

If the market for a financial instrument is not active, an entity
establishes its fair value using a valuation technique (see
paragraphs AG74—AG79 of IAS 39). Nevertheless, the best
evidence of fair value at initial recognition is the transaction price
(i.e. the fair value of the consideration given or received), unless
conditions described in paragraph AG76 of IAS 39 are met. It
follows that there could be a difference between the fair value at
initial recognition and the amount that would be determined at
that date using the valuation technique. If saeh-a material
difference exists, an entity shall disclose, by class of financial
instrument:

(a) its accounting policy for recognising that difference in
profit or loss to reflect a change in factors (including
time) that market participants would consider in setting a

Amend to require this disclosure only
if the difference is material.
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Requirement

Comment

price (see paragraph AG76A of IAS 39); and

() the aggregate difference yet to be recognised in profit or
loss at the beginning and end of the period and a
reconciliation of changes in the balance of this difference.

Deletion follows from the proposed
deletion of paragraph 25.

As above

31

An entity shall disclose information that enables users of
its financial statements to evaluate the nature and extent
of material risks arising from financial instruments to
which the entity is exposed at the end of the reporting
period.

Retain - the general principle is
appropriate, amended only to
emphasise materiality.

B6

The disclosures required by paragraphs 31—42 shall be either
given in the financial statements or incorporated by cross-
reference from the financial statements to some other
statement, such as a management commentary or risk report,
that is available to users of the financial statements on the same
terms as the financial statements and at the same time.
Without the information incorporated by cross-reference, the
financial statements are incomplete.

Retain — explanatory information.

33

For each material type of risk arising from financial instruments,
an entity shall disclose:

Amended to emphasise materiality
and rely on normal comparative
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Requirement Comment
(@) the exposures to risk and how they arise; disclosures.
() its objectives, policies and processes for managing the

risk and-the-methodsusedto-measuretherisk; and

34

For each material type of risk arising from financial instruments,
an entity shall disclose:

(a) summary quantitative data about its exposure to that risk

at the end of the reporting period. Fhis-diselosureshall

be-based-on-theinformatonprovidedinternally tokey
. .
5 P , 7 o
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(b) the disclosures required by paragraphs 36—42, to the
extent not provided in accordance with (a).

©) concentrations of risk if not apparent from the
disclosures made in accordance with (a) and (b).

Amended to emphasise materiality.

Deleted sentence makes the standard
more confusing and difficult to apply
in practice.

B8

Paragraph 34(c) requires disclosures about concentrations of risk.
Concentrations of risk arise from financial instruments that have
similar characteristics and are affected similarly by changes in
economic or other conditions. The identification of
concentrations of risk requires judgement taking into account the
circumstances of the entity. Disclosure of concentrations of risk
shall include:

(a) a description of how management determines
concentrations;

(b) a description of the shared characteristic that identifies each
concentration (e.g. counterparty, geographical area, currency
or market); and

(c) the amount of the risk exposure associated with all financial
instruments sharing that characteristic.

B7 relates to paragraph 34(a) which
has been deleted.

Delete — covered by general
provisions in TAS 1.

36

To meet the objective in paragraph 34(a), an entity shall disclose

the following, where the information is material: An-entity-shall

(@) the amount that best represents its maximum exposure to
credit risk at the end of the reporting period without
taking account of any collateral held or other credit

enhancements {eg-nettingagreementsthat do-not-qualify

Simplified with reference to the
underlying objective, and to present
the requirement in paragraph 36 as
examples, thereby emphasising that
more detailed disclosures are only
required where the information is
material.
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Comment

(®)

a description of collateral held as security and of other
credit enhancements and thet

theirfinaneial-effect{ega
euantiieationof-the extent to which collateral and other
credit enhancements mitigate credit risk.Harespeetof-the
amount-that bestrepresents-the-maximumexposureto
; bt . o ) ]E 3

RS

() information about the credit quality of financial assets
that are neither past due nor impaired.
B9 Paragraph 36(a) requires disclosure of the amount that best Retain — explanatory information

represents the entity’s maximum exposure to credit risk. For a
financial asset, this is typically the gross carrying amount, net of:

@)
(b)

any amounts offset in accordance with IAS 32; and

any impairment losses recognised in accordance with IAS

39.

B10 Activities that give rise to credit risk and the associated
maximum exposure to credit risk include, but are not limited to:

@)

(®)

©

@

granting loans and receivables to customers and placing
deposits with other entities. In these cases, the maximum
exposure to credit risk is the carrying amount of the
related financial assets.

entering into derivative contracts, eg foreign exchange
contracts, interest rate swaps and credit derivatives.
When the resulting asset is measured at fair value, the
maximum exposure to credit risk at the end of the
reporting period will equal the carrying amount.

granting financial guarantees. In this case, the maximum
exposure to credit risk is the maximum amount the entity
could have to pay if the guarantee is called on, which may
be significantly greater than the amount recognised as a
liability.

making a loan commitment that is irrevocable over the
life of the facility or is revocable only in response to a
material adverse change. If the issuer cannot settle the
loan commitment net in cash or another financial
instrument, the maximum credit exposure is the full
amount of the commitment. This is because it is
uncertain whether the amount of any undrawn portion
may be drawn upon in the future. This may be

significantly greater than the amount recognised as a
liability.

37 An entity shall disclose by material class of financial asset:

@)

an analysis of the age of financial assets that are past due
as at the end of the reporting period distinguishing
between those that are impaired and those that are not

Simplified with an emphasis on
materiality.
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Comment

impaired butrotimpairedsand
! lesisof & ol | ndividuall

38 When an entity obtains material financial or non-financial assets
during the period by taking possession of collateral it holds as
security or calling on other credit enhancements (e.g. guarantees),
and such assets meet the recognition criteria in other Standards,
an entity shall disclose for such assets held at the reporting date:

(a) the nature and carrying amount of the assets; and

(b) when the assets are not readily convertible into cash, its
policies for disposing of such assets or for using them in
its operations.

Amended to focus on material items.

39 An entity shall disclose:

(@) a maturity analysis for-nrea-destvative-financial liabilities
(including issued financial guarantee contracts) that shows
the remaining contractual maturities at undiscounted
amounts separated between derivative and non-derivative
financial liabilites.

Simplified and amended to
incorporate paragraph B11D

Unnecessary additional
disclosures/guidance.

B11D included in paragraph 39.
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Comment

B11C Paragraph 39(a) and-{b)-requires an entity to disclose maturity
analyses—forfinaneial-liabilitiesthat show the remaining
contractual-mataritiesforsome-financial-Habilides. In this

disclosure:

(a) when a counterparty has a choice of when an amount is
paid, the liability is allocated to the earliest period in
which the entity can be required to pay. For example,
financial liabilities that an entity can be required to repay
on demand (e.g. demand deposits) are included in the
earliest time band.

() when an entity is committed to make amounts available in
instalments, each instalment is allocated to the eatliest
period in which the entity can be required to pay. For
example, an undrawn loan commitment is included in the
time band containing the earliest date it can be drawn
down.

(©) for issued financial guarantee contracts the maximum
amount of the guarantee is allocated to the earliest period
in which the guarantee could be called.
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Comment

40 Unless an entity complies with paragraph 41, it shall disclose:

(a) a sensitivity analysis for each material type of market risk
to which the entity is exposed at the end of the reporting
period, showing how profit or loss and equity would have
been affected by changes in the relevant risk variable that
were reasonably possible at that date; and

(b) the methods and assumptions used in preparing the
sensitivity analysis.; ane
] ; ] . o inil hod |
assumptons-used;and-the reasonsforsuch-ehanges:

Amended to focus on material risks.
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Comment

B17

B18

B19

Paragraph 40(a) requires a sensitivity analysis for each type of
market risk to which the entity is exposed. In accordance with
paragraph B3, an entity decides how it aggregates information to
display the overall picture without combining information with
different characteristics about exposures to risks from
significantly different economic environments. For example:

(a) an entity that trades financial instruments might disclose
this information separately for financial instruments held
for trading and those not held for trading.

(b) an entity would not aggregate its exposure to market risks
from areas of hyperinflation with its exposure to the same
market risks from areas of very low inflation.

If an entity has exposure to only one type of market risk in only
one economic environment, it would not show disaggregated
information.

Paragraph 40(a) requires the sensitivity analysis to show the
effect on profit or loss and equity of reasonably possible changes
in the relevant risk variable (e.g. prevailing market interest rates,
currency rates, equity prices or commodity prices). For this
purpose:

(a) entities are not required to determine what the profit or
loss for the period would have been if relevant risk
variables had been different. Instead, entities disclose the
effect on profit or loss and equity at the end of the
reporting period assuming that a reasonably possible
change in the relevant risk variable had occurred at the
end of the reporting period and had been applied to the
risk exposures in existence at that date. For example, if
an entity has a floating rate liability at the end of the year,
the entity would disclose the effect on profit or loss
(ie interest expense) for the current year if interest rates
had varied by reasonably possible amounts.

() entities are not required to disclose the effect on profit or
loss and equity for each change within a range of
reasonably possible changes of the relevant risk variable.
Disclosure of the effects of the changes at the limits of
the reasonably possible range would be sufficient.

In determining what a reasonably possible change in the relevant
risk variable is, an entity should consider:

(a) the economic environments in which it operates. A
reasonably possible change should not include remote or
‘worst case’ scenarios or ‘stress tests’. Moreover, if the
rate of change in the underlying risk variable is stable, the
entity need not alter the chosen reasonably possible
change in the risk variable. For example, assume that
interest rates are 5 per cent and an entity determines that
a fluctuation in interest rates of £50 basis points is
reasonably possible. It would disclose the effect on profit
or loss and equity if interest rates were to change to 4.5
per cent or 5.5 per cent. In the next petiod, interest rates
have increased to 5.5 per cent. The entity continues to
believe that interest rates may fluctuate by =50 basis

Retain - examples or useful guidance
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Comment

B20

B21

B24

B25

B27

B28

points (ie that the rate of change in interest rates is
stable). The entity would disclose the effect on profit or
loss and equity if interest rates were to change to 5 per
cent or 6 per cent. The entity would not be required to
revise its assessment that interest rates might reasonably
fluctuate by +50 basis points, unless there is evidence that
interest rates have become significantly more volatile.

(b) the time frame over which it is making the assessment.
The sensitivity analysis shall show the effects of changes
that are considered to be reasonably possible over the
period until the entity will next present these disclosures,
which is usually its next annual reporting period.

Paragraph 41 permits an entity to use a sensitivity analysis that
reflects interdependencies between risk variables, such as a value-
at-risk methodology, if it uses this analysis to manage its
exposure to financial risks. This applies even if such a
methodology measures only the potential for loss and does not
measure the potential for gain. Such an entity might comply with
paragraph 41(a) by disclosing the type of value-at-risk model
used (e.g. whether the model relies on Monte Catlo simulations),
an explanation about how the model works and the main
assumptions (e.g. the holding period and confidence level).
Entities might also disclose the historical observation period and
weightings applied to observations within that period, an
explanation of how options are dealt with in the calculations, and
which volatilities and correlations (or, alternatively, Monte Catlo
probability distribution simulations) are used.

An entity shall provide sensitivity analyses for the whole of its
business, but may provide different types of sensitivity analysis
for different classes of financial instruments.

A sensitivity analysis is disclosed for each currency to which an
entity has significant exposure.

Other price risk arises on financial instruments because of
changes in, for example, commodity prices or equity prices. To
comply with paragraph 40, an entity might disclose the effect of a
decrease in a specified stock market index, commodity price, or
other risk variable. For example, if an entity gives residual value
guarantees that are financial instruments, the entity discloses an
increase ot decrease in the value of the assets to which the
guarantee applies.

In accordance with paragraph 40(a), the sensitivity of profit or
loss (that arises, for example, from instruments classified as at
fair value through profit or loss and impairments of available-
for-sale financial assets) is disclosed separately from the
sensitivity of equity (that arises, for example, from instruments
classified as available for sale).

Financial instruments that an entity classifies as equity
instruments are not remeasured. Neither profit or loss nor
equity will be affected by the equity price risk of those
instruments. Accordingly, no sensitivity analysis is required.
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Comment

41

If an entity prepares a sensitivity analysis, such as value-at-risk,
that reflects interdependencies between risk variables (e.g.
interest rates and exchange rates) and uses it to manage financial
risks, it may use that sensitivity analysis in place of the analysis
specified in paragraph 40. The entity shall also disclose:

(a) an explanation of the method used in preparing such a
sensitivity analysis, and of the main parameters and
assumptions undetlying the data provided; and

(b) an explanation of the objective of the method used and
of limitations that may result in the information not fully
reflecting the fair value of the assets and liabilities
involved.

Retain — alternative source of
disclosures.

42

When the sensitivity analyses disclosed in accordance with
paragraph 40 or 41 are unrepresentative of a risk inherent in a
financial instrument (for example because the year-end exposure
does not reflect the exposure during the year), the entity shall
disclose that fact and the reason it believes the sensitivity
analyses are unrepresentative.

Retain — relevant information.

Delete — in general, the requirements
on transferred financial assets are
considered excessively detailed.
Disclosures such as these that are
designed to address recognition and
measurement problems should be
kept to a minimum.

42B An entity shall disclose information that enables users of its The general principle is appropriate —
financial statements: amended to focus on materiality.
(a) to understand the relationship between material
transferred financial assets that are not derecognised in
their entirety and the associated liabilities; and
(b) to evaluate the nature of, and risks associated with, the
entity’s continuing involvement in material derecognised
financial assets.
42D An entity may have transferred financial assets in such a way that Deletion of excessive detail.

part or all of the transferred financial assets do not qualify for
derecognition. To meet the objectives set out in paragraph 42B(a),
the entity shall disclose at each reporting date for each material
class of transferred financial assets, that are not derecognised in

their entirety, where this provides material information:
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Comment

(a) the nature of the transferred assets.

(b) the nature of the risks and rewards of ownership to which
the entity is exposed.

() a description of the nature of the relationship between
the transferred assets and the associated liabilities,
including restrictions arising from the transfer on the
reporting entity’s use of the transferred assets.

Labilities | ] | | ; |

transferred-assets; the carrying amounts of the transferred
assets and the associated liabilities.

Delete - disclosures on initial transfer
is sufficient.

42E To meet the objectives set out in paragraph 42B(b), when an
entity derecognises material transferred financial assets in their
entirety (see paragraph 20(a) and (c)(i) of IAS 39) but has
continuing involvement in them, the entity shall disclose, for
each type of continuing involvement at each reporting date,

where it provides material information:

(@) the carrying amount of the assets and liabilities that are
recognised in the entity’s statement of financial position
and represent the entity’s continuing involvement in the

derecognised financial assets, and-thelineitemsinwhich

o, ool i thed ed
finaneial-assets:
(©) the amount that best represents the entity’s maximum
exposure to loss from its continuing involvement in the

derecognised financial assets;andinformationshowing
(d)  the gain or loss recognised at the date of transfer of the
assets.

() any further qualitative or quantitative information that is

Amended to emphasise materiality,
highly detailed disclosures have been
deleted or summarised.
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Comment

necessary to meet the objective in 42B(b).

Follows from deletions above

Paragraph 42E(e) and (f) deleted

above.




Requirement

Comment

Paragraph 42E deleted above.

Delete — excessive detail.
42G (a) moved to 42E above.

Delete — unnecessary detail.




Requirement

Comment

Delete — covered by general
provisions in TAS 1.

Delete — covered by general
provisions in TAS 1.

4. Conclusion

The disclosure requirements of IFRS 7 can be significantly reduced.
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IFRS 8 Operating Segments

1. Disclosure objective

An entity shall disclose information to enable users of its financial statements to evaluate the nature
and financial effects of the business activities in which it engages and the economic environments in
which it operates. (paragraph 1)

2. Likely disclosure objective

The disclosure objective is extremely broad. We suggest re-wording it to read ‘An entity shall
disclose material information to enable users of its financial statements to evaluate the performance
of, and capital invested in, its reportable segments.’

3. Disclosure requirements
Requirement Comment
11 An entity shall report separately information about each operating Retain — basic requirement

segment that:

(a) has been identified in accordance with paragraphs 5-10 or results
from aggregating two or more of those segments in accordance
with paragraph 12, and

(b) exceeds the quantitative thresholds in paragraph 13.

Paragraphs 14—19 specify other situations in which separate information
about an operating segment shall be reported.

12 Operating segments often exhibit similar long-term financial performance | Retain — basic requirements
if they have similar economic characteristics. For example, similar long-
term average gross matgins for two operating segments would be
expected if their economic characteristics were similar. Two or more
operating segments may be aggregated into a single operating segment if
aggregation is consistent with the core principle of this IFRS, the
segments have similar economic characteristics, and the segments are
similar in each of the following respects:

(a) the nature of the products and services;
(b) the nature of the production processes;
() the type or class of customer for their products and services;

(d) the methods used to distribute their products or provide their
services; and

(e) if applicable, the nature of the regulatory environment, for
example, banking, insurance or public utilities.

13 An entity shall report separately information about an operating segment
that meets any of the following quantitative thresholds:

(a) Its reported revenue, including both sales to external customers
and intersegment sales or transfers, is 10 per cent or more of the
combined revenue, internal and external, of all operating segments.

(b)  The absolute amount of its reported profit or loss is 10 per cent or
more of the greater, in absolute amount, of (i) the combined
reported profit of all operating segments that did not report a loss
and (ii) the combined reported loss of all operating segments that

55



Requirement

Comment

reported a loss.

() Its assets are 10 per cent or more of the combined assets of all
operating segments.

Operating segments that do not meet any of the quantitative thresholds
may be considered reportable, and separately disclosed, if management
believes that information about the segment would be useful to users of
the financial statements.

17

18

19

If management judges that an operating segment identified as a reportable
segment in the immediately preceding period is of continuing significance,
information about that segment shall continue to be reported separately in
the current period even if it no longer meets the criteria for reportability in

paragraph 13.

If an operating segment is identified as a reportable segment in the current
period in accordance with the quantitative thresholds, segment data for a
prior period presented for comparative purposes shall be restated to
reflect the newly reportable segment as a separate segment, even if that
segment did not satisfy the criteria for reportability in paragraph 13 in the
prior period, unless the necessary information is not available and the cost
to develop it would be excessive.

There may be a practical limit to the number of reportable segments that
an entity separately discloses beyond which segment information may
become too detailed. Although no precise limit has been determined, as
the number of segments that are reportable in accordance with paragraphs
13-18 increases above ten, the entity should consider whether a practical
limit has been reached.

Retain — basic requirements

20

21

An entity shall disclose information to enable users of its financial
statements to evaluate the nature and financial effects of the
business activities in which it engages and the economic
environments in which it operates.

To give effect to the principle in paragraph 20, an entity shall disclose the
following for each period for which a statement of comprehensive income
is presented:

(@) general information as described in paragraph 22;

(b) information about reported segment profit or loss, inelading

o Jos, , Fabilitics-and the basis.of

measuremment, as described in paragraphs 23-27; and

(©) reeoneiliations 2 summary of material differences between the
totals of segment revenues, reported segment profit or loss,
segment assets, segment liabilities and other material segment
items te-and the corresponding entity amounts as described in
paragraph 28.

Reeoneiliations A summary of the material differences between the amounts
in the statement of financial position for reportable segments andte the
amounts in the entity’s statement of financial position are required for each
date at which a statement of financial position is presented. Information
for prior periods shall be restated as described in paragraphs 29 and 30.

See comments on details
below.

Reconciliations replaced by
summary of material
differences

22

An entity shall disclose the following general information:

(a) factors used to identify the entity’s reportable segments, including

Retain — basic requirement
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Comment

the basis of organisation (for example, whether management has
chosen to organise the entity around differences in products and
services, geographical areas, regulatory environments, or a
combination of factors and whether operating segments have been

aggregated), and

(b) types of products and services from which each reportable
segment derives its revenues.

23 An entity shall report a measure of profit or loss for each reportable
segment. An entity shall report a measure of total assets and liabilities for
each reportable segment if such amounts are regulatly provided to the
chief operating decision maker. An entity shall also disclose separately
material items of income and expense thefelewingabeut for cach
reportable segment if the specified amounts are included in the measure
of segment profit or loss reviewed by the chief operating decision maker,
or are otherwise regularly provided to the chief operating decision maker,
even if not included in that measure of segment profit or loss.

ok O £TAS 1 Do 1t L aap s o] (4ot s 4
T YO T o S

Bara o
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#2007

The general requirement in
IAS 1 to disclose separately
material items is sufficient,
the level of detail here could
result in disclosures that are
not matetial.

Delete — unclear why these
specific requirements are
considered useful.
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Comment

27

An entity shall provide an explanation of the measurements of segment

profit or loss, segment assets and segment liabilities for each reportable
segment. An entity shall disclose the following, if material:

@)
()

©

@

©

®

the basis of accounting for any transactions between reportable
segments.

the nature of any material differences between the measurements
of the reportable segments’ profits or losses and the entity’s profit
or loss before income tax expense or income and discontinued
operations (if not apparent from the reconciliations described in
paragraph 28). Those differences could include accounting
policies and policies for allocation of centrally incurred costs that
are necessary for an understanding of the reported segment
information.

the nature of any material differences between the measurements
of the reportable segments’ assets and the entity’s assets (if
segment assets are reported in accordance with paragraph 23 and if
not apparent from the reconciliations described in paragraph 28).
Those differences could include accounting policies and policies
for allocation of jointly used assets that are necessary for an
understanding of the reported segment information.

the nature of any material differences between the measurements
of the reportable segments’ liabilities and the entity’s liabilities (if
segment liabilities are reported in accordance with paragraph 23
and if not apparent from the reconciliations described in paragraph
28). Those differences could include accounting policies and
policies for allocation of jointly utilised liabilities that are necessary
for an understanding of the reported segment information.

the nature of any material changes from prior periods in the
measurement methods used to determine reported segment profit
or loss and the effect, if any, of those changes on the measure of
segment profit or loss.

the nature and effect of any material asymmetrical allocations to
reportable segments. For example, an entity might allocate
depreciation expense to a segment without allocating the related
depreciable assets to that segment.

Disclosure of policies is
necessary as the entity may
not use GAAP measures.
Amended to emphasise
materiality.

Disclosures (c) and (d) are
only required if segment
assets and liabilities are
reported because they are
reported to the chief
operating decision maker

(see paragraph 23).

28
ofall o

@)
(®)

©
@

An entity shall provide a summary of material differences reeeneiliations

f the following:

the total of the reportable segments’ revenues to the entity’s
revenue.

the total of the reportable segments’ measures of profit or loss to
the entity’s profit or loss before tax expense (tax income) and
discontinued operations However, if an entity allocates to
reportable segments items such as tax expense (tax income), the
entity may reconcile the total of the segments’ measures of profit
or loss to the entity’s profit or loss after those items.

the total of the reportable segments’ assets to the entity’s assets, if

segment assets are reported in accordance with paragraph 23.
the total of the reportable segments’ liabilities to the entity’s

Amended so that only
material differences require
to be disclosed.

Disclosures (c) and (d) are
only required if segment
assets and liabilities are
reported to the chief
operating decision maker
(see paragraph 23).

Delete (e) and the final
paragraph as unnecessary.
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Requirement

Comment

liabilities if segment liabilities are reported in accordance with
paragraph 23.

29 If an entity changes the structure of its internal organisation in a manner
that causes the composition of its reportable segments to change, the
cotresponding information for earlier petiods, including interim periods,
shall be restated unless the information is not available and the cost to
develop it would be excessive. The determination of whether the
information is not available and the cost to develop it would be excessive
shall be made for each individual item of disclosure: Following a change
in the composition of its reportable segments, an entity shall disclose
whether it has restated the corresponding items of segment information
for earlier periods.

30 If an entity has changed the structure of its internal organisation in a
manner that causes the composition of its reportable segments to change
and if segment information for eatlier periods, including interim periods,
is not restated to reflect the change, the entity shall disclose in the year in
which the change occurs segment information for the current period on
both the old basis and the new basis of segmentation, unless the necessary
information is not available and the cost to develop it would be excessive.

Retain — basic requirements.

31 Paragraphs 32—34 apply to all entities subject to this IFRS including those
entities that have a single reportable segment. Some entities’ business
activities are not organised on the basis of differences in related products
and services or differences in geographical areas of operations. Such an
entity’s reportable segments may report revenues from a broad range of
essentially different products and services, or more than one of its
reportable segments may provide essentially the same products and
services. Similarly, an entity’s reportable segments may hold assets in
different geographical areas and report revenues from customers in
different geographical areas, or more than one of its reportable segments
may operate in the same geographical area. Information required by
paragraphs 32—34 shall be provided only if it is not provided as part of the
reportable segment information required by this IFRS.

Retain — explanatory
information.

32

Delete — excessive detail.

33 If material, an entity shall disclose information that enables users of its
financial statements to understand the extent of its operations and
transactions outside of its country of domicile. Anentityshallreport-the

a

Summarised version of
detailed requirements.




Requirement

Comment

34

An entity shall provide information about the extent of its reliance on its

major customers. Hrevenuesfromtransactions-with-asingle-external

revemaes— I he entity need not disclose the identity of a major customer or
the amount of revenues that each segment reports from that customer.
For the purposes of this IFRS, a group of entities known to a reporting
entity to be under common control shall be considered a single customer.
However, judgement is required to assess whether a government
(including government agencies and similar bodies whether local, national
or international) and entities known to the reporting entity to be under the
control of that government are considered a single customer. In assessing
this, the reporting entity shall consider the extent of economic integration
between those entities.

Suggest amend to reduce
disclosure to nature of
economic dependence.

4.

Conclusion

The disclosure requirements of IFRS 8 can be reduced.




IAS 1 Presentation of Financial Statements

1. Disclosure Objective
Not stated.
2. Likely disclosure objective — to be inserted at paragraph 1

The disclosure objective is to provide material information to enable users to gain an understanding
of the entity, its financial statements and its capital structure.

3.

Disclosure requirements

Requirement

Comment

29

30

31

An entity shall present separately each material class of similar items. An
entity shall present separately items of a dissimilar nature or function unless
they are not immaterial.

Financial statements result from processing large numbers of transactions or other
events that are aggregated into classes according to their nature or function. The
final stage in the process of aggregation and classification is the presentation of
condensed and classified data, which form line items in the financial statements. If
a line item is not individually material, it is aggregated with other items either in
those statements or in the notes. An item that is not sufficiently material to
warrant separate presentation in those statements may warrant separate
presentation in the notes.

An entity need not provide a specific disclosure required by this standard or
another IFRS if the item or information is not material. An entity shall

therefore determine whether the specific disclosure requirement applies to:

(2) a material item - which is disclosed in the financial statements or
notes, in accordance with the requirements in this standard or

another IFRS;

(b) material information, including information relating to a material

item recognised in the financial statements and other information
relevant to an understanding of the financial statements — which is
disclosed only if the information itself is material;

() items and information that are not material — which need not be
disclosed.

Paragraphs on
materiality should be
moved to the start of
IAS 1 to emphasis their
centrality to disclosure.

Paragraph 29 amended
to ensure consistency
with paragraph 31 which
has been extended to
emphasise consideration
of material items and
material information.

10

A complete set of financial statements comprises:

(a)  astatement of financial position as at the end of the period;
(b)  astatement of comprehensive income for the period;

(c) astatement of changes in equity for the period;

(d) astatement of cash flows for the period;

(e) notes, comprising a summary of significant accounting policies and
other explanatory information. ;-and

An entity may use titles for the statements other than those used in this

Third statement of
financial position and
related notes considered
excessive. The benefits
of such are not justified
by the additional
complexity and cost of
making this disclosure.
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Requirement

Comment

Standard.

15

16

18

19

20

21

22

23

Financial statements shall present fairly the financial position, financial
performance and cash flows of an entity. Fair presentation requires the
faithful representation of the effects of transactions, other events and
conditions in accordance with the definitions and recognition criteria for
assets, liabilities, income and expenses set out in the Framework. The
application of IFRSs, with additional disclosure when necessaty, is
presumed to result in financial statements that achieve a fair presentation.

An entity whose financial statements comply with IFRSs shall make an
explicit and unreserved statement of such compliance in the notes. An
entity shall not describe financial statements as complying with IFRSs
unless they comply with all the requirements of IFRSs.

An entity cannot rectify inappropriate accounting policies either by disclosure
of the accounting policies used or by notes or explanatory material.

In the extremely rare circumstances in which management concludes that
compliance with a requirement in an IFRS would be so misleading that it
would conflict with the objective of financial statements set out in the
Framework, the entity shall depart from that requirement in the manner set
out in paragraph 20 if the relevant regulatory framework requires, or
otherwise does not prohibit, such a departure.

When an entity departs from a requirement of an IFRS in accordance with
paragraph 19, it shall disclose:

(a)  that management has concluded that the financial statements
present fairly the entity’s financial position, financial performance
and cash flows;

(b)  thatit has complied with applicable IFRSs, except that it has
departed from a particular requirement to achieve a fair presentation;

(c) the title of the IFRS from which the entity has departed, the nature of
the departure, including the treatment that the IFRS would require,
the reason why that treatment would be so misleading in the
circumstances that it would conflict with the objective of financial
statements set out in the Framework, and the treatment adopted; and

(d) for each period presented, the financial effect of the departure on
each item in the financial statements that would have been reported
in complying with the requirement.

When an entity has departed from a requirement of an IFRS in a prior
period, and that departure affects the amounts recognised in the financial
statements for the current period, it shall make the disclosures set out in
paragraph 20(c) and (d).

Paragraph 21 applies, for example, when an entity departed in a prior period from
a requirement in an IFRS for the measurement of assets or liabilities and that
departure affects the measurement of changes in assets and liabilities recognised in
the current period’s financial statements.

In the extremely rare circumstances in which management concludes that
compliance with a requirement in an IFRS would be so misleading that it
would conflict with the objective of financial statements set out in the
Framework, but the relevant regulatory framework prohibits departure from
the requirement, the entity shall, to the maximum extent possible, reduce
the perceived misleading aspects of compliance by disclosing:

(a) the title of the IFRS in question, the nature of the requirement, and

Paragraphs 15, 18 and
19 do not contain
explicit disclosure
requirements and are
included here for
context only.

Retain requirements in
paragraphs 16, 20 - 24:
true and fair view is
fundamental
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Requirement

Comment

24

the reason why management has concluded that complying with that
requirement is so misleading in the circumstances that it conflicts
with the objective of financial statements set out in the Framework;
and

(b)  for each period presented, the adjustments to each item in the
financial statements that management has concluded would be
necessary to achieve a fair presentation.

For the purpose of paragraphs 19-23, an item of information would conflict with
the objective of financial statements when it does not represent faithfully the
transactions, other events and conditions that it either purports to represent or
could reasonably be expected to represent and, consequently, it would be likely to
influence economic decisions made by users of financial statements. When
assessing whether complying with a specific requirement in an IFRS would be so
misleading that it would conflict with the objective of financial statements set out
in the Framework, management considers:

(a) why the objective of financial statements is not achieved in the particular
circumstances; and

() how the entity’s circumstances differ from those of other entities that
comply with the requirement. If other entities in similar circumstances
comply with the requirement, there is a rebuttable presumption that the
entity’s compliance with the requirement would not be so misleading that it
would conflict with the objective of financial statements set out in the
Framework.

25

26

When preparing financial statements, management shall make an
assessment of an entity’s ability to continue as a going concern. .... When
management is aware, in making its assessment, of material uncertainties
related to events or conditions that may cast significant doubt upon the
entity’s ability to continue as a going concern, the entity shall disclose those
uncertainties. When an entity does not prepare financial statements on a
going concern basis, it shall disclose that fact, together with the basis on
which it prepared the financial statements and the reason why the entity is
not regarded as a going concern.

In assessing whether the going concern assumption is appropriate, management
takes into account all available information about the future, which is at least, but
is not limited to, twelve months from the end of the reporting period. The degree
of consideration depends on the facts in each case. When an entity has a history of
profitable operations and ready access to financial resources, the entity may reach a
conclusion that the going concern basis of accounting is appropriate without
detailed analysis. In other cases, management may need to consider a wide range of
factors relating to current and expected profitability, debt repayment schedules and
potential sources of replacement financing before it can satisfy itself that the going
concern basis is appropriate.

No change — going
concern is a
fundamental issue.

Paragraphs 29-31
moved to beginning of
Standard.

36

An entity shall present a complete set of financial statements (including
comparative information) at least annually. When an entity changes the end
of its reporting period and presents financial statements for a period longer
or shorter than one year, an entity shall disclose, in addition to the period
covered by the financial statements,:

Delete requirement (b)
as it is uninformative.
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Requirement

Comment

{a)——the reason for using a longer or shorter period.;-and

38

Except when IFRSs permit or require otherwise, an entity shall disclose
comparative information in respect of the previous period for all material
amounts reported in the current period’s financial statements (whether or
not they were material in the previous period). An entity shall include
comparative information for narrative and descriptive information when it is
relevant to an understanding of the current period’s financial statements.

Amended to emphasise
materiality.

39

41

42

An entity disclosing comparative information shall present, as a minimum, two
statements of financial position, two of each of the other statements, and related

presents statements of financial position as at:

(a) the end of the current period, and

(b) the end of the previous period (which is the same as the beginning of the
current period).;and

When the entity changes the presentation or classification of items in its

financial statements, the entity shall reclassify comparative amounts unless

reclassification is impracticable. When the entity reclassifies comparative
amounts, the entity shall disclose:

(a)  the nature of the reclassification;
(b)  the amount of each item or class of items that is reclassified; and
(c)  the reason for the reclassification.

When it is impracticable to reclassify comparative amounts, an entity shall
disclose:

(a)  the reason for not reclassifying the amounts, and

(b)  the nature of the adjustments that would have been made if the
amounts had been reclassified.

Changes are consistent
with those made to
paragraph 10.

54

As-a-minimum;tThe statement of financial position shall include line items
that present the following amounts, where these are material:

(a)  property, plant and equipment;

(b)  investment property;

(c) intangible assets;

(d) financial assets (excluding amounts shown under (e), (h) and (i));
(e) investments accounted for using the equity method;

® biological assets;

(g) inventories;

(h)  trade and other receivables;

@) cash and cash equivalents;

G) the total of assets classified as held for sale and assets included in
disposal groups classified as held for sale in accordance with IFRS 5
Non-current Assets Held for Sale and Discontinued Operations;

Amended to emphasise
materiality.
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Requirement

Comment

(k)  trade and other payables;
() provisions;
(m) financial liabilities (excluding amounts shown under (k) and (1));

(n) liabilities and assets for current tax, as defined in IAS 12 Income
Taxes;

(o)  deferred tax liabilities and deferred tax assets, as defined in IAS 12;

(p) liabilities included in disposal groups classified as held for sale in
accordance with IFRS 5;

(9) non-controlling interest, presented within equity; and

(r) issued capital and reserves attributable to owners of the parent.

55 An entity shall present additional line items, headings and subtotals in the Retain — basic
statement of financial position when such presentation is relevant to an requirement
understanding of the entity’s financial position.

60 An entity shall present current and non-current assets, and current and non- | Retain - basic
current liabilities, as separate classifications in its statement of financial requirement
position in accordance with paragraphs 66—76 except when a presentation
based on liquidity provides information that is reliable and more relevant.

When that exception applies, an entity shall present all assets and liabilities
in order of liquidity.

61 Whichever method of presentation is adopted, an entity shall disclose the Retain - basic
amount expected to be recovered or settled after more than twelve months requirement
for each asset and liability line item that combines amounts expected to be
recovered or settled:

(a) no more than twelve months after the reporting period, and
(b)  more than twelve months after the reporting period.

77 An entity shall disclose, either in the statement of financial position or in the | Retain - basic
notes, further subclassifications of the line items presented, classified in a requirement
manner appropriate to the entity’s operations.

79 An entity shall disclose the-fellewing for each class of equity instrument (or | Detailed requirements

equivalent), either in the statement of financial position or the statement of
changes in equity, or in the notes: information about the number of equity
instruments, their par value (if any), and any rights, preferences and

restrictions attaching to that class, including any restrictions on the
distribution of dividends and repayment of capital.

are reduced, and the
term ‘equity instrument’
used in place of ‘share
capital’ as it is more
generic.




Requirement Comment

79A Information about sub-classifications within equity are relevant to the decision- Paragraph added to
making needs of users of financial statements when they indicate legal or other explain the disclosure in
restrictions on the ability of the entity to distribute or otherwise apply its equity. paragraph 79.

Such information may also reflect the fact that parties with ownership interests in

the entity have differing rights in relation to the receipt of dividends or the
repayment of contributed equity.

Now covered by the re-

drafted paragraph 79.

Combined with
paragraph 136A below.

82 As-a-minimam;tThe statement of comprehensive income shall include line | Amended to emphasise
items that present the following amounts for the period, where these are materiality.
material:

(a) revenue;
(b) finance costs;

(c)  share of the profit or loss of associates and joint ventures accounted
for using the equity method;

(d) tax expense;
(e) asingle amount comprising the total of:
@) the post-tax profit or loss of discontinued operations and
(ii)  the post-tax gain or loss recognised on the measurement to
fair value less costs to sell or on the disposal of the assets or
disposal group(s) constituting the discontinued operation;
® profit or loss;

(g) each component of other comprehensive income classified by nature
(excluding amounts in (h));

(h)  share of the other comprehensive income of associates and joint
ventures accounted for using the equity method; and

@) total comprehensive income.
83 An entity shall disclose the following items in the statement of Retain — basic
comprehensive income as allocations for the period: requirement

(a) profit or loss for the period attributable to:
@) non-controlling interests, and
(i) owners of the parent

(b) total comprehensive income for the period attributable to:
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Requirement Comment
@) non-controlling interests, and
(ii) owners of the parent.

84 An entity may present in a separate income statement (see paragraph 81) Retain - basic

the line items in paragraph 82(a)—(f) and the disclosures in paragraph 83(a).

requirement

85 An entity shall present additional line items, headings and subtotals in the
statement of comprehensive income and the separate income statement (if
presented), when such presentation is relevant to an understanding of the
entity’s financial performance.

Retain - basic
requirement

Delete - covered by IAS
12.

92 An entity shall disclose reclassification adjustments relating to components
of other comprehensive income

Retain - basic
requirement

Delete - covered in
section on materiality.

Examples are deleted as
they may encourage a
greater level of
disclosure than is
necessary.

99 An entity shall present an analysis of expenses recognised in profit or loss
usmg a clasmﬁcatlon eﬂ—e&her—thetr—natuf&ef—theﬂ—fuﬂeﬂeﬂ—w&hm—the

pproprlate to the entity’s operations. An entity shall aggregate expense
categories that are not material.

Amended — disclosure
of expenses by nature or
function is excessively
detailed.

‘Encouraged’ disclosures
are deleted.

As paragraph 99 above

As paragraph 99 above
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Requirement Comment
Otherincome x
= o iesof finished 1 1 I
Rawmaterials-and-consumablesused
Employee benefitsexpense
E - i o
Otherexpenses
Fotal-expenses &<
Profitbeforetax X
: > ot~ 2 As paragraph 99 above
104 As paragraph 99 above
106 An entity shall present a statement of changes in equity as required by Detailed information is
paragraph 10. The statement of changes in equity includes the following moved to paragraph 107
information: so that it may be

(a)  total comprehensive income for the period, showing separately the
total amounts attributable to owners of the parent and to non-
controlling interests;

(b) foreachecompenentofequity; the effects of retrospective application
or retrospective restatement recognised in accordance with IAS 8, on
total equity; and

() [deleted]

(d) total distributions to and total contributions from owners. foer-each

presented in the notes,
thus de-cluttering the
main statement.
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Requirement

Comment

Unnecessary
duplication.

107 An entity shall present, either in the statement of changes in equity or in the | Moved from paragraph
notes: 106 and reduced — a
(a) _ the amount of dividends recognised as distributions to owners during | SUmmAay of mgterlal
the period, and the related amount of dividends per share. .Changes 18 reqmre.d. )
. . . instead of reconciliation.
(b)  for each material component of equity, a summary of the material
movements between the carrying amount at the beginning and at the
end of the period.
112 The notes shall: Retain — basic
(a)  present information about the basis of presentation of the financial requirement, see
. . . . . comments on paragraph
statements and the specific accounting policies used in accordance
. 117 below.
with paragraphs 117-124;
(b)  disclose the information required by IFRSs that is not presented
elsewhere in the financial statements; and
(c)  provide information that is not presented elsewhere in the financial
statements, but is relevant to an understanding of any of them.
117 An entity shall disclose in-the-summary-of significant-accounting polieies; Disclosures could be

either:

{b)(a) the ether accounting policies used that are relevant and material to
an understanding of the financial statements; or
(b)  astatement providing details of where the disclosure of those

material accounting policies can be found. For example, these could

be provided on an entity’s website.

119

In deciding whether a particular accounting policy should be disclosed,
management considers whether disclosure would assist users in understanding how
transactions, other events and conditions are reflected in reported financial

performance and financial position. Diselosutre-of partiealaraccountingpolieiesis

reduced by permitting
entities to disclose the
accounting policies note
outside the financial
statements. As this note
often does not change
from year to year and
largely reflects
compliance with IFRS it
may not be particularly
informative. An
extensive accounting
policies note also risks
obscuring the key
information i.e. changes
in accounting policy
(which is disclosed
under IAS 8).

Information on
measurement bases is
deleted as is disclosed
under the relevant
standards.




Requirement

Comment

120

121

122

123

124

125

An entity shall disclose, in the summary of signifieant accounting policies
or other notes if the option in paragraph 117(b) is adopted, the judgements;
apa orn-these-invelving-estimation ee-paragraph125); that
management has made in the process of applying the entity’s accounting
policies and that have the most significant effect on the amounts recognised
in the financial statements. These judgements will include, but not be
limited to, information about the assumptions about the future, and other
major sources of estimation uncertainty at the end of the reporting period,
that have a significant risk of resulting in a material adjustment to the
carrying amounts of assets and liabilities within the next financial year.

In the process of applying the entity’s accounting policies, management makes

various judgements;apartfromthoseinvelvingestimations; thatean-signiffeantly

management-makesjudgements in determining matters such as:

(@) whether financial assets are held-to-maturity investments;

(b)  when substantially all the significant risks and rewards of ownership of
financial assets and lease assets are transferred to other entities;

(©) whether, in substance, particular sales of goods are financing arrangements
and therefore do not give rise to revenue; and

(d) whether the substance of the relationship between the entity and a special
purpose entity indicates that the entity controls the special purpose entity.

Some of the disclosures made in accordance with paragraph 122 are already
required by other IFRSs and the disclosutes need not be duplicated. Fet

Combined paragraphs -
Basic requirement that
need not be repeated in
other standards.




Requirement

Comment

126

Determining the carrying amounts of some assets and liabilities requires estimation
of the effects of uncertain future events on those assets and liabilities at the end of
the reporting period. For example, in the absence of recently observed market
prices, future-oriented estimates are necessary to measure the recoverable amount
of classes of property, plant and equipment, the effect of technological
obsolescence on inventories, provisions subject to the future outcome of litigation
in progress, and long-term employee benefit liabilities such as pension obligations.
These estimates involve assumptions about such items as the risk adjustment to
cash flows or discount rates, future changes in salaries and future changes in prices
affecting other costs.

128

129

130

131

The disclosures in paragraph 122425 are not required for assets and liabilities with
a significant risk that their carrying amounts might change materially within the
next financial year if, at the end of the reporting period, they are measured at fair
value based on recently observed market prices. Such fair values might change
materially within the next financial year but these changes would not arise from
assumptions or other sources of estimation uncertainty at the end of the reporting

petiod.

An entity presents the disclosures in paragraph 122425 in a manner that helps
users of financial statements to understand the judgements that management
makes about the future and about other sources of estimation uncertainty. The
nature and extent of the information provided vary according to the nature of the
assumption and other circumstances. Examples of the types of disclosures an
entity makes are:

(a) the nature of the assumption or other estimation uncertainty;

() the sensitivity of carrying amounts to the methods, assumptions and
estimates underlying their calculation, including the reasons for the
sensitivity;

(©) the expected resolution of an uncertainty and the range of reasonably

possible outcomes within the next financial year in respect of the carrying
amounts of the assets and liabilities affected; and

(d an explanation of changes made to past assumptions concerning those
assets and liabilities, if the uncertainty remains unresolved.

This Standard does not require an entity to disclose budget information or
forecasts in making the disclosures in paragraph 122425,

Sometimes it is impracticable to disclose the extent of the possible effects of an
assumption or another source of estimation uncertainty at the end of the reporting
period. In such cases, the entity discloses that it is reasonably possible, on the basis
of existing knowledge, that outcomes within the next financial year that are
different from the assumption could require a material adjustment to the carrying
amount of the asset or liability affected. In all cases, the entity discloses the nature
and carrying amount of the specific asset or liability (or class of assets or liabilities)
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Requirement

Comment

affected by the assumption.

134

135

An entity shall disclose information that enables users of its financial
statements to evaluate the entity’s objectives, policies and processes for
managing capital.
To comply with paragraph 134, the entity shall discloses qualitative and
quantitative information including:
(a) what the entity manages as capital

how it is meeting its objectives for managing capital, and

(c) whether it is subject to any external capital requirements and, if so, whether

it has or has not met such requirements and the consequences of any non-

compliance

The entity bases these disclosures on the information provided internally to key
management personnel.

paragraph 135 re-drafted
as a principle, rather
than a mandatory list.

136A

For puttable financial instruments classified as equity instruments, an entity
shall disclose (to the extent not disclosed elsewhere):

(a) summary quantitative data about the amount classified as equity,
including any reclassifications into and out of this category;

Re-drafted as higher-
level principle.




Requirement

Comment

(©)

information about the expected cash outflow on redemption or

repurchase of that class of financial instruments;-and

137 An entity shall disclose in the notes:

(2)

(b)

the amount of dividends proposed or declared before the financial
statements were authorised for issue but not recognised as a
distribution to owners during the period, and the related amount per
share; and

the amount of any cumulative preference dividends not recognised.

Retain — basic
requirements.

138 An entity shall disclose the following, if not disclosed elsewhere in
information published with the financial statements:

Retain — basic
requirement.

(a)  the domicile and legal form of the entity, its country of incorporation
and the address of its registered office (or principal place of business,
if different from the registered office);

(b)  adescription of the nature of the entity’s operations and its principal
activities;

(c)  the name of the parent and the ultimate parent of the group; and

(d) ifitis alimited life entity, information regarding the length of its life.

4. Conclusion

The disclosure requirements of IAS 1 can be reduced.
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IAS 2 Inventories

1. Disclosure objective
Not stated in TAS 2.
2. Likely disclosure objective — to be inserted at paragraph 1 (objective)

The disclosure objective is to provide material information about inventories.

3. Disclosure requirements

Requirement Comment

36 The financial statements shall disclose, where the information is Disclosures should only be
material: required where the

information is material.
(a) is deleted as it repeats
(b)  the total carrying amount of inventories and the carrying IAS 8.
amount in classifications appropriate to the entity; (d) — (g) are deleted as if
(c) the carrying amount of inventories catried at fair value less Wﬂte‘.do“’@ Or ‘write-ups are
costs to sell; and su.fﬁc1ently important, they
. will be covered by IAS 1.
(h)  the carrying amount of inventories pledged as security for
liabilities.

37 Information about the carrying amounts held in different classifications of | Retain - background
inventories and the extent of the changes in these assets is useful to information on classes of
financial statement users. Common classifications of inventories are inventories is useful.
merchandise, production supplies, materials, work in progress and
finished goods. The inventories of a service provider may be described as
work in progress.

38 The amount of inventories recognised as an expense during the period, Retain — background
which is often referred to as cost of sales, consists of those costs information
previously included in the measurement of inventory that has now been
sold and unallocated production overheads and abnormal amounts of
production costs of inventories. The citcumstances of the entity may also
warrant the inclusion of other amounts, such as distribution costs.

39 Some entities adopt a format for profit or loss that results in amounts Retain — background

being disclosed other than the cost of inventories recognised as an
expense during the period. Under this format, an entity presents an
analysis of expenses using a classification based on the nature of expenses.
In this case, the entity discloses the costs recognised as an expense for raw

information.
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Requirement

Comment

materials and consumables, labour costs and other costs together with the
amount of the net change in inventories for the petiod.

4. Conclusion

The disclosure requirements of IAS 2 are not excessive and few changes are made.
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IAS 7 Statement of Cash Flows

1. Disclosure objective

The objective of this Standard is to require the provision of material information about the historical
changes in cash and cash equivalents of an entity by means of a statement of cash flows which
classifies cash flows during the period from operating, investing and financing activities.
(overall objective of IAS 7)

2. Likely disclosure objective

The disclosure objective is cleatly specified; only one amendment is required.

3. Disclosure requirements

Requirement Comment

10 The statement of cash flows shall report material cash flows during | Retain — amended to
the period classified by operating, investing and financing activities. | emphasise materiality.

18 An entity shall report cash flows from operating activities using Retain - it is noted that
either: disclosure could be
(a) the direct method, whereby major classes of gross cash simplified and comparability

receipts and gross cash payments are disclosed; or enhanced by requiring a
.. . . single method of reportin;
(b)  the indirect method, whereby profit or loss is adjusted for the g p g
. operating cash flows, but
effects of transactions or a non-cash nature, any deferrals or . .
. . this is beyond the remit of
accruals of past or future operating cash receipts or this project
payments, and items of income or expense associated with project:
investing or financing cash flows.

21 An entity shall report separately majer material classes of gross cash | Retain — ‘major’ replaced by
receipts and gross cash payments arising from investing and | ‘material’ for consistency.
financing activities, except to the extent that cash flows described in
paragraphs 22 and 24 are reported on a net basis.

22 Cash flows arising from the following operating, investing or Retain — basic requirements
financing activities may be reported on a net basis:

(a)  cash receipts and payments on behalf of customers when the
cash flows reflect the activities of the customer rather than
those of the entity; and

(b)  cash receipts and payments for items in which the turnover is
quick, the amounts are large, and the maturities are short.

24 Cash flows arising from each of the following activities of a financial
institution may be reported on a net basis:

(a)  cash receipts and payments for the acceptance and
repayment of deposits with a fixed maturity date;

(b)  the placement of deposits with and withdrawal of deposits
from other financial institutions; and

(c)  cash advances and loans made to customers and the
repayment of those advances and loans.

31 Cash flows from interest and dividends received and paid shall each | Retain — basic requirement.
be disclosed separately. Each shall be classified in a consistent
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Requirement

Comment

manner from period to period as either operating, investing or
financing activities.

35

Cash flows arising from taxes on income shall be separately
disclosed and shall be classified as cash flows from operating
activities unless they can be specifically identified with financing
and investing activities.

Retain — basic requirement.

39

40

42

42A

42B

The aggregate cash flows arising from obtaining or losing control of
subsidiaries or other businesses, if material, shall be presented
separately and classified as investing activities.

An entity shall disclose, in aggregate, in respect of both obtaining
and losing control of subsidiaries or other businesses during the
period each of the following, if material:

(a)  the total consideration paid or received,

(b)  the portion of consideration consisting of cash and cash
equivalents;

(c) the amount of cash and cash equivalents in the subsidiaries
or other businesses over which control is obtained or lost;
and

(d) the amount of the assets and liabilities other than cash or
cash equivalents in the subsidiaries or other businesses over
which control is obtained or lost, summarised by each majer
material category.

The aggregate amount of the cash paid or received as consideration for
obtaining or losing control of subsidiaries or other businesses is reported
in the statement of cash flows net of cash and cash equivalents acquired
or disposed of as part of such transactions, events or changes in
circumstances.

Cash flows arising from changes in ownership interests in a subsidiary that
do not result in a loss of control shall be classified as cash flows from
financing activities.

Changes in ownership interests in a subsidiary that do not result in a loss
of control, such as the subsequent purchase or sale by a parent of a
subsidiary’s equity instruments, are accounted for as equity transactions
(see TAS 27 Consolidated and Separate Financial Statements (as amended in
2008)). Accordingly, the resulting cash flows are classified in the same way
as other transactions with owners described in paragraph 17.

Retain — basic requitements,
amended to emphasise
materiality

43

Investing and financing transactions that do not require the use of
cash or cash equivalents shall be excluded from a statement of cash
flows. If material, Ssuch transactions shall be disclosed elsewhere
in the financial statements in a way that provides all the relevant
information about these investing and financing activities.

Amended to emphasise
materiality.

45

An entity shall disclose the material components of cash and cash
equivalents and shall present a reconciliation of the amounts in its
statement of cash flows with the equivalent items reported in the
statement of financial position.

Retain — amended to
emphasise materiality.

48

An entity shall disclose, together with a commentary by
management, the amount of signifieant material cash and cash
equivalent balances held by the entity that are not available for use

Retain — ‘significant’
replaced by ‘material’ for
consistency.
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Requirement

Comment

by the group.

Delete — disclosures only
encouraged.

4. Conclusion

The disclosure requirements of IAS 7 are not excessive - few changes are proposed.
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IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors

1. Disclosure Objective
Not stated
2. Likely disclosure objective — to be inserted at paragraph 1.

The disclosure objective is to provide material information that enables users to evaluate the impact
of changes in accounting policies, changes in accounting estimates and errors on the financial

statements.

3. Disclosure requirements

Requirement Comment

28 When initial application of an IFRS has an—material effect on the | The disclosures are highly

current perlod or any prlor penod—weuld—have—sueh—aﬂ—effeet

adjustment, or might have an material effect on future periods, an
entity shall disclose:

(a)  the title of the IFRS;

) ; ’ ; ; .
hE’“ applica E;E that ;he. change in ‘;E”t“.“.mg fsm} *

(c) the nature of the change in accounting policy;

® for the-each period, the impact of the change, to the extent
practicable. eurrent-period-and-each-prierperiod-presented;

(h)  if retrospective application required by paragraph 19(a) or
(b) is impracticable for a particular prior period, er—fer
periods—before-thesepresented, the circumstances that led
to the existence of that condition and a description of how
and from when the change in accounting policy has been
applied.

Financial statements of subsequent periods need not repeat these
disclosures.

detailed — the key items to
disclose are the nature of the
change and its impact.
Beyond this, these disclosures
can become boiler-plate and
uninformative. It should be
for the entity to judge the
extent of material information
to be disclosed.

29 When a voluntary change in accounting policy has as material
effect on the current period or any pnor perlod—weu}d—have—aﬂ

the-amount-of the-adjustment; or might have an material effect on

future periods, an entity shall disclose:

(a)  the nature of the change in accounting policy;

As paragraph 28 above
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Requirement

Comment

(b) the reasons why applying the new accounting policy
provides reliable and more relevant information;

(c)  for each period, the impact of the change the-eurrent-period

s—to the extent

practicablethe-ameunt-of the-adjustment:

(e)  if retrospective application is impracticable for a particular
ptior period, er—fer—periods—before—those—presented, the
circumstances that led to the existence of that condition
and a description of how and from when the change in
accounting policy has been applied.

Financial statements of subsequent periods need not repeat these
disclosures.

30

31

When an entity has not applied a new IFRS that has been issued

but is not yet effective, and that is expected to have an impact on

the entity’s financial statements, the entity shall disclose:

{a)—thisfaet;-and

b)—known or reasonably estimable information relevant to
assessing the possible impact that application of the
new IFRS will have on the entity’s financial statements in
the period of initial application.

As paragraphs 28 and 29
above

39

40

An entity shall disclose the nature and amount of a material
change in an accounting estimate that has an material effect in the
current period or is expected to have an effect in future periods,
except for the disclosure of the effect on future periods when it is
impracticable to estimate that effect.

If the amount of the effect in future periods is not disclosed
because estimating it is impracticable, an entity shall disclose that
fact.

Retain — basic requirements,
amended to emphasise
materiality.
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Requirement

Comment

49

In applying paragraph 42, an entity shall disclose the following:

(2)
(b)

(©)
C)

the nature of the prior period error;

for each prior period presented, to the extent practicable,
the amount of the correction:

the amount of the correction at the beginning of the earliest
prior period presented; and

if retrospective restatement is impracticable for a particular
prior period, the circumstances that led to the existence of
that condition and a description of how and from when the
error has been corrected.

Financial statements of subsequent periods need not repeat these
disclosures.

Detailed disclosures deleted in
line with changes made to
paragraphs 28-31 above.

4.

Conclusion

The disclosure requirements of IAS 8 can be reduced.
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IAS 10 Events after the Reporting Period

1. Disclosure Objective

The objective of this Standard is to prescribe:

(b) the disclosures that an entity should give about the date when the financial
statements were authorised for issue and about events after the reporting period.

(paragraph 1)
2. Likely disclosure objective — to be inserted at paragraph 1.

The disclosure objective is to provide material information about events after the reporting period,
to enable users to understand the impact of such events on the entity and on its financial statements.

3. Disclosure requirements
Requirement Comment
13 If dividends are declared after the reporting period but before the | Sentence deleted to avoid

financial statements are authotised for issue, the dividends are not
recognised as a liability at the end of the reporting period because no
obligation exists at that time. Sueh-dividends-are-diselosedinthenotes
) 1 b TAS 1P . i S '

duplication.

Delete — going concern is
addressed in TAS 1, it should
not be necessaty to repeat
disclosures.

17

An entity shall disclose the date when the financial statements
were authorised for issue and who gave that authorisation. If the
entity’s owners or others have the power to amend the financial
statements after issue, the entity shall disclose that fact.

Retain - basic requirement

19

If an entity receives material information after the reporting period
about conditions that existed at the end of the reporting period, it
shall update disclosures that relate to those conditions, in the light
of the new information.

Amended to emphasise
materiality.

20

In some cases, an entity needs to update the disclosures in its financial
statements to reflect information received after the reporting period,
even when the information does not affect the amounts that it
recognises in its financial statements. One example of the need to
update disclosures is when evidence becomes available after the
reporting period about a contingent liability that existed at the end of
the reporting period. In addition to considering whether it should
recognise or change a provision under IAS 37, an entity updates its
disclosures about the contingent liability in the light of that evidence.

Retain — background for
paragraph 19.

21

If non-adjusting events after the reporting period are material, non-
disclosure could influence the economic decisions that usets make
on the basis of the financial statements. Accordingly, an entity shall

Retain - fundamental
requirement
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Requirement

Comment

disclose the following for each material category of non-adjusting
event after the reporting period:

(a) the nature of the event; and

(b) an estimate of its financial effect, or a statement that such
an estimate cannot be made.

Delete - examples of this
nature may encourage a ‘tick-
box’ mentality and discourage
entities from using judgement
in determining the events that
should be disclosed.

4. Conclusion

The disclosure requirements of IAS 10 are reasonable and relatively few changes are required.
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IAS 12 Income Taxes

1. Disclosure objective
Not specified.
2. Likely disclosure objective — to be inserted at objective

The disclosure objective is to provide material information about the nature and financial effect of
the current and deferred tax consequences of recognised transactions and other events.
(adapted from the IFRS for SMEs — ‘material’ has been inserted for emphasis)

3. Disclosure requirements

Requirement Comment

77 The tax expense (income) related to profit or loss from ordinary Retain — basic requirement.
activities shall be presented in the statement of comprehensive
income.

Deleted as it is not
considered necessary to
repeat IAS 1 requirement.

78 TAS 21 requires certain exchange differences to be recognised as income Retain — explanatory
or expense but does not specify where such differences should be information.
presented in the statement of comprehensive income. Accordingly, where
exchange differences on deferred foreign tax liabilities or assets are
recognised in the statement of comprehensive income, such differences
may be classified as deferred tax expense (income) if that presentation is
considered to be the most useful to financial statement users.

79 The saajer material components of tax expense (income) shall be Major is replaced by material
disclosed separately. for consistency.
80— —Coemponents-of tax-expense-{incomemayinclade: Delete — examples that may
(2) ; . be interpreted as mandatory
disclosures.
(®)
©
@
©
®
©




Requirement

Comment

81 If material, the following shall also be disclosed separately:

@

(ab)

()
©

@

©

®

©

(0

the aggregate current and deferred tax relating to items that
are charged or credited directly to equity (see paragraph
62A);

the amount of income tax relating to each component of
other comprehensive income (see paragraph 62 and IAS 1 (as
revised in 2007));

[deleted];

an explanation of the relationship between tax expense
(income) and accounting profit in—either—or—both—of—the
followingforms:

0 el Liati '

i ‘cal Hiation_I .

an explanation of changes in the applicable tax rate(s)
compared to the previous accounting period;

the amount (and expiry date, if any) of deductible temporary
differences, unused tax losses, and unused tax credits for
which no deferred tax asset is recognised in the statement of
financial position;

the aggregate amount of temporary differences associated
with investments in subsidiaries, branches and associates
and interests in joint ventutes, for which deferred tax
liabilities have not been recognised (see paragraph 39);

(i) +the—amount—efthedeferred—tax—income—or—expense

in respect of discontinued operations, the tax expense
relating to:

@i)  the gain or loss on discontinuance; and

@) the profit or loss from the ordinary activities of the
discontinued operation for the period, together with
the corresponding amounts for each prior period

These are useful disclosures
when restricted to material
information.

(c)(i) and (ii) are deleted —
reconciliations are not
required.

(g) is deleted as is excessively
detailed and is covered by (e)
in general.

(i) is deleted as is excessively
detailed and if material will
be covered by IAS 37 or
IAS 10.
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Requirement

Comment

presented;

0 . > £ dividend

) if a business combination in which the entity is the acquirer
causes a change in the amount recognised for its pre-
acquisition deferred tax asset (see paragraph 67), the amount
of that change; and

k) if the deferred tax benefits acquired in a business
combination are not recognised at the acquisition date but
are recognised after the acquisition date (see paragraph 68), a
description of the event or change in circumstances that
caused the deferred tax benefits to be recognised.

82 If material, an entity shall disclose the amount of a deferred tax
asset and the nature of the evidence supporting its recognition,
when:

(a) the utilisation of the deferred tax asset is dependent on future
taxable profits in excess of the profits arising from the
reversal of existing taxable temporary differences; and

(b)  the entity has suffered a loss in either the current or
preceding period in the tax jurisdiction to which the deferred
tax asset relates.

Retain — should be material
items only

82A Intheci ! ibed h52A, ivshall

Delete — it is not the
purpose of financial
statements to explain details
about specific tax regimes.

84 The disclosures required by paragraph 81(c) enable users of financial
statements to understand whether the relationship between tax expense
(income) and accounting profit is unusual and to understand the
significant factors that could affect that relationship in the future. The
relationship between tax expense (income) and accounting profit may be
affected by such factors as revenue that is exempt from taxation, expenses
that are not deductible in determining taxable profit (tax loss), the effect
of tax losses and the effect of foreign tax rates.

Retain — explanatory
information and is helpful
given that 81(c) has been
truncated.

85 In explaining the relationship between tax expense (income) and
accounting profit, an entity uses an applicable tax rate that provides the
most meaningful information to the users of its financial statements.
Often, the most meaningful rate is the domestic rate of tax in the country
in which the entity is domiciled, aggregating the tax rate applied for
national taxes with the rates applied for any local taxes which are
computed on a substantially similar level of taxable profit (tax loss).
However, for an entity operating in several jurisdictions, it may be more
meaningful to explain the relationship ageregate-separatereconciliations

prepared using the domestic rate in each individual jurisdiction. Fhe

P t a O o ©

Amended to reflect changes
to 81(c)




Requirement

Comment

19X 19X2

Tescat-the-domesticrate-of 30% L34 900
Lasceffect-of-excpensesthat-arerot-deductiblefor-tascpurposes

6l S0

Effect-of-fower-tacratestn-tomntry B

Lasc-escpense 2

A Lo llpnning 4 2 ') v il atiog  Haab apad oy 47

17— It tXanipte— o+ prepatta—o)—tggregeiiig
VNP L ating e o b spating o] Joigee s oty Ll dog +1; thod 4] ot

Sepetete—1tco Ot edtr. Wi O 1148 0t 11— t]feet

Lasc-escperse 6 750

Delete — requirement for
reconciliation has been
removed.

The average effective tax rate is the tax expense (income) divided by the
accounting profit.

Retain — useful guidance.

Delete — is an ‘encouraged’
disclosure, which should be
covered by a general point to
disclose additional
information where




Requirement

Comment

necessary.

87A Delete as 82A is deleted.
87B Deleted as 82A is deleted.
87C Deleted as 82A is deleted.
88 An entity discloses any tax-related contingent liabilities and contingent Retain — useful cross-

assets in accordance with IAS 37 Provisions, Contingent Liabilities and reference.

Contingent Assets. Contingent liabilities and contingent assets may arise, for

example, from unresolved disputes with the taxation authorities. Similarly,

where changes in tax rates or tax laws are enacted or announced after the

reporting period, an entity discloses any significant effect of those changes

on its current and deferred tax assets and liabilities (see IAS 10 Events after

the Reporting Period).
4. Conclusion

The disclosure requirements of IAS 12 can be reduced.
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IAS 16 Property, Plant and Equipment

1. Disclosure objective

The objective of this standard is to prescribe the accounting treatment for property, plant and
equipment, so that users of the financial statements can discern information about an entity’s

investment in its property, plant and equipment and the changes in such investment.

2. Likely disclosure objective — to be inserted at paragraph 1

The disclosure objective is clearly specified, but, for consistency, should be amended to read “The
disclosure objective is to provide material information about an entity’s investment in its property,

plant and equipment and changes in such investment.”

3. Disclosure requirements
Requirement Comment
73 The financial statements shall disclose, for each material class of Amended to emphasise

property, plant and equipment:

(a) the-measurement-bases-used-for- determining the gross

carrying-amount;
(b) the-depreciation-methods-used;
(0 the useful lives or the depreciation rates used;
(d) the gross carrying amount and the accumulated depreciation

(aggregated with accumulated impairment losses) at the
beginning and end of the period; and

(e) a summary of material changes between reeceneiliation-of the

carrying amount at the beginning and end of the period
@ additions;
(i) lassified-as held£ 1 included

(i) sitioned e busi binations;
i) . . Leine & luatic

)

vi) L . L e ortoss

(vii) depreeiation;
(viii)  thenetexchange differencesarisingenthe

materiality.

(a) is deleted as this is also
covered by IAS 1 where
deletion is proposed.

(b) is deleted as it is required
by IAS 1 and usually results
in boiler-plate disclosures.

(e) is amended to limit
reconciliation to material
changes, which will result in
more meaningful
disclosures.




Requirement

Comment

(ix) other-changes.

74 If material, the financial statements shall also disclose: Retain — useful for

(a) the existence and amounts of restrictions on title, and gnde.rstz'mdmg the
property, plant and equipment pledged as security for 1mphca.t10n of PP&E held by
liabilities; and the entity.

(b) the amount of expenditures recognised in the carrying (c) is deleted as 1e1s unclear
amount of an item of property, plant and equipment in the why these commitments are
course of its construction.; singled out for disclosure.

{e)——the-amount-of contractual-commitmentsfor-the sequisition (d) is deleted as it would be
of property; plantand-equipment;-and disclosed under IAS 1 if

) i lisclosed hein il c sufficiently important.

75 Selection of the depreciation method and estimation of the useful life of Explanation — provided for
assets are matters of judgement. Therefore, disclosure of the-retheds background.
&é@?‘fed—ﬁ.tﬂd-the estirnate.d u§eful live.s or depreciation rates proYides users | Deletions to achieve
of ﬁganclal statements with information that allows tbem to review the ‘ consistency with paragraph
policies selected by management and enables comparisons to be made with | 73
other entities. 11 i i :

76 In accordance with IAS 8 an entity discloses the nature and effect of a
change in an accounting estimate that has an effect in the current period or
is expected to have an effect in subsequent periods. For property, plant
and equipment, such disclosure may arise from changes in estimates with
respect to:

(a) residual values;

(b) the estimated costs of dismantling, removing or restoring items of
property, plant and equipment;

(©) useful lives; and

(d) depreciation methods.

77 If material items of property, plant and equipment are stated at Amended to emphasise

revalued amounts, the following shall be disclosed:

(a) the effective date and source of the revaluation;

b hetl ind 1 ] iervolved;

(c) the methods and significant assumptions applied in
estimating the items’ fair values;
) the extent to which the items’ fair values were determined

directly by reference to observable prices in an active market
or recent market transactions on arm’s length terms or were
estimated using other valuation techniques;

materiality.
(b) is combined with (a).

(e) is deleted, as it is not
required by other standards
where revaluation is an
option.

(f) is deleted, as is required
by IAS 1 — reserves
disclosures

Paragraph 78 is deleted as
the cross reference not
particularly useful.




Requirement Comment

Recommend deleting
‘encouraged’ disclosures as
their status is ambiguous and
it is likely that preparers will
include these regardless of
whether or not they are
appropriate.

4. Conclusion

The disclosure requirements of IAS 16 can be reduced.
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IAS 19 Employee Benefits

1. Disclosure objective
Not specified
2. Likely disclosure objective — to be inserted at paragraph 1

The disclosure objective is to provide material information that enables users of the financial
statements to evaluate the impact of material employee benefit arrangements on the entity’s financial
position and performance and to assess the risks related to these arrangements.

3. Disclosure requirements

Requirement Comment

23 Although this Standard does not require specific disclosures about short- Retain — cross-references are
term employee benefits, other Standards may require disclosures. For useful since no specific
example, IAS 24 requires disclosures about employee benefits for key disclosures about short-term
management personnel. TAS 1 Presentation of Financial Statements requires employee benefits required
disclosure of employee benefits expense. by this standard.

29 An entity shall classify a multi-employer plan as a defined Retain - given the structure
contribution plan or a defined benefit plan under the terms of the of this standard, these
plan (including any constructive obligation that goes beyond the internal cross-references are
formal terms). Where a multi-employer plan is a defined benefit necessary.

plan, an entity shall:

(a)  account for its proportionate share of the defined benefit
obligation, plan assets and cost associated with the plan in
the same way as for any other defined benefit plan; and

(b)  disclose the information required by paragraph 120A.

30 When sufficient information is not available to use defined benefit Retain — this information is
accounting for a multi-employer plan that is a defined benefit plan, | important in explaining the
an entity shall: accounting treatment of a

(a)  account for the plan under paragraphs 44—46 as if it were a multi-employer plan.
defined contribution plan;

(b)  disclose:
@) the fact that the plan is a defined benefit plan; and

(ii) the reason why sufficient information is not available
to enable the entity to account for the plan as a defined
benefit plan; and

(c)  to the extent that a surplus or deficit in the plan may affect
the amount of future contributions, disclose in addition:

@) any available information about that surplus or deficit;
(i)  the basis used to determine that surplus or deficit; and

(iii) the implications, if any, for the entity.

32 Where sufficient information is available about a multi-employer plan Retain — clarifies disclosures
which is a defined benefit plan, an entity accounts for its proportionate
share of the defined benefit obligation, plan assets and post-employment
benefit cost associated with the plan in the same way as for any other
defined benefit plan. However, in some cases, an entity may not be able
to identify its share of the underlying financial position and performance
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Requirement

Comment

of the plan with sufficient reliability for accounting purposes. This may
occur if:

(a) the entity does not have access to information about the plan that
satisfies the requirements of this Standard; or

(b) the plan exposes the participating entities to actuarial risks
associated with the current and former employees of other entities,
with the result that there is no consistent and reliable basis for
allocating the obligation, plan assets and cost to individual entities
participating in the plan.

In those cases, an entity accounts for the plan as if it were a defined

contribution plan and discloses the additional information required by

paragraph 30.

Delete — unnecessary
examples.

34B Participation in such a plan is a related party transaction for each Retain — clarifies the
individual group entity. An entity shall therefore, in its separate or required disclosures for
individual financial statements, make the following disclosures: common control entities’
(a) the contractual agreement or stated policy for charging the net plans.
defined benefit cost or the fact that there is no such policy.
(b) the policy for determining the contribution to be paid by the
entity.
(©) if the entity accounts for an allocation of the net defined benefit
cost in accordance with paragraph 34A, all the information about
the plan as a whole in accordance with paragraphs 120-121.
(d) if the entity accounts for the contribution payable for the period in
accordance with paragraph 34A, the information about the plan as
a whole required in accordance with paragraphs 120A(b)—(e), (j),
(n), (0), (q) and 121. The other disclosures required by paragraph
120A do not apply.
46 An entity shall disclose the amount recognised as an expense for Retain

defined contribution plans.

Delete — replicates IAS 24

60 The limit in paragraph 58(b) does not override the delayed recognition of | Retain — given the structure
certain actuarial losses (see paragraphs 92 and 93) and certain past service | of this standard, these
cost (see paragraph 96), other than as specified in paragraph 58A. internal cross-references are
However, that limit does override the transitional option in paragraph necessary.
155(b). Paragraph 120A(f)(iii) requires an entity to disclose any amount
not recognised as an asset because of the limit in paragraph 58(b).

104C When an insurance policy is not a qualifying insurance policy, that Retain — given the structure
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Requirement

Comment

insurance policy is not a plan asset. Paragraph 104A deals with such cases:
the entity recognises its right to reimbursement under the insurance policy
as a separate asset, rather than as a deduction in determining the defined
benefit liability recognised under paragraph 54; in all other respects, the
entity treats that asset in the same way as plan assets. In particular, the
defined benefit liability recognised under paragraph 54 is increased
(reduced) to the extent that net cumulative actuarial gains (losses) on the
defined benefit obligation and on the related reimbursement right remain
unrecognised under paragraphs 92 and 93. Paragraph 120A(f)(iv) requires
the entity to disclose a brief description of the link between the
reimbursement right and the related obligation.

of this standard, these
internal cross-references are
necessary.

120 An entity shall disclose material information that enables users of Retain — general principle is
financial statements to evaluate the nature of its defined benefit appropriate, amended to
plans and the financial effects of changes in those plans during the emphasise materiality.
period.

120A An entity shall disclose the following information about material Emphasise materiality.

defined benefit plans:

(a)  the entity’s accounting policy for recognising actuarial gains
and losses.

(b)  a general description of the type of plan.
© ate . e

a summary of material changes in the opening and closing
balances of the present value of the defined benefit
obligation, including benefits paid and other changes.

(d) an analysis of the defined benefit obligation into amounts
arising from plans that are wholly unfunded and amounts
arising from plans that are wholly or partly funded.

(), (e) and (f) replace
reconciliations with a
summary of material
changes.

(g) excessively detailed —
disclosure of material items
only is sufficient.

(i) and (n) amended to use
the term ‘material’
consistently in place of
‘major’ and ‘principal’

(o) is deleted - it is unclear
why this specific disclosure
on medical cost trend rates
is required. If the rate
selection is highly significant
it will be caught by IAS 1.

(p) is deleted — generally
only one year of
comparatives is required.

(9) is amended to focus on
the relevant information
about how unfunded plans
will be funded.




Requirement

Comment

a summary of material changes in the opening and closing
balances of the fair value of plan assets and of the opening

and closing balances of any reimbursement right recognised

as an asset in accordance with paragraph 104A.

A summary of material differences between the present value
of the defined benefit obligation in (c) and the fair value of

plan assets in (e) and the assets and liabilities recognised in

the statement of financial position.

@)
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Comment

material items recognised in profit or loss.

(h)  the total amount recognised in other comprehensive income
for each of the following:

@) actuarial gains and losses; and
(i)  the effect of the limit in paragraph 58(b).

@) for entities that recognise actuarial gains and losses in other
comprehensive income in accordance with paragraph 93A,
the cumulative amount of actuarial gains and losses
recognised in other comprehensive income.

G) for each majer material category of plan assets, which-shall
inchude, but limited-to, L —del
i 5 5 ; the percentage or
amount that each major category constitutes of the fair value
of the total plan assets.

(k)  where material, the amounts included in the fair value of plan
assets for:

@) each category of the entity’s own financial
instruments; and

(ii)  any property occupied by, or other assets used by, the
entity.
() a narrative description of the basis used to determine the
overall expected rate of return on assets, including the effect
of the major categories of plan assets.

(m) the actual return on plan assets, as well as the actual return
on any reimbursement right recognised as an asset in
accordance with paragraph 104A.

(n)  the prineipal material actuarial assumptions used as at the
end of the reporting period, including, when applicable:

@) the discount rates;

(ii) the expected rates of return on any plan assets for the
periods presented in the financial statements;

(iii) the expected rates of return for the periods presented
in the financial statements on any reimbursement
right recognised as an asset in accordance with
paragraph 104A;

(iv)  the expected rates of salary increases (and of changes
in an index or other variable specified in the formal or
constructive terms of a plan as the basis for future
benefit increases); and

(v)——medical-costtrend ratesyand
(vi)  any other material actuarial assumptions used.
An entity shall disclose each actuarial assumption in absolute

terms (for example, as an absolute percentage) and not just
as a margin between different percentages or other variables.




Requirement

Comment

(C)]

The employer’s present plan, or lack of a plan, for
funding any unfunded or partially funded plans.

121

Paragraph 120A(b) requires a general description of the type of plan.
Such a description distinguishes, for example, flat salary pension plans
from final salary pension plans and from post-employment medical plans.
The description of the plan shall include informal practices that give rise
to constructive obligations included in the measurement of the defined
benefit obligation in accordance with paragraph 52. Further detail is not
required.

Retain — explanatory
information.

122

When an entity has more than one material defined benefit plan,
disclosures may be made in total, separately for each plan, or in such
groupings as are considered to be the most useful. It may be useful to
distinguish groupings by criteria such as the following:

(a) the geographical location of the plans, for example, by
distinguishing domestic plans from foreign plans; or

(b)  whether plans are subject to materially different risks, for example,
by distinguishing flat salary pension plans from final salary pension
plans and from post-employment medical plans.

When an entity provides disclosures in total for a grouping of plans, such
disclosures are provided in the form of weighted averages or of relatively
narrow ranges.

Retain — materiality
emphasised to avoid
excessive detail.

Delete — unnecessary cross-
reference




Requirement Comment

Delete — unnecessary cross-
reference.

Delete — unnecessary cross-
reference

Delete — unnecessary cross-
reference

Delete — unnecessary cross-
reference

4. Conclusion

The disclosure requirements of IAS 19 can be reduced.
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IAS 20 Accounting for Government Grants and Disclosure of Government Assistance

1. Disclosure objective
Not specified
2. Likely disclosure objective — to be inserted at paragraph 1

The disclosure objective is to provide material information that enables users to evaluate the
impact on an entity of government grants and government assistance.

3. Disclosure requirements
Requirement Comment

39 The following matters shall be disclosed: (a) is deleted as addressed by
; ; o IAS 1.

(b) wording added to reflect
the purpose of this
disclosure of other assistance
as set out in paragraph 36.

(b)  the nature and extent of material government grants
recognised in the financial statements and an indication of

other forms of material government assistance from which (c) is deleted as is

the entity has directly benefited and for which disclosure is unnecessary detail, and
necessary in order that the financial statements may not be material information will be
misleading. ;-and covered by (b) above.

() —unfuliilled conditions E“]E E]m“]”mmgm“.“ ’;'" ching o

4. Conclusion

The disclosure requirements of IAS 20 are not excessive.
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IAS 21 The Effects of Changes in Foreign Exchange Rates

1. Disclosure objective
Not specified
2. Likely disclosure objective — to be inserted at paragraph 1

The disclosure objective is to provide material information that enables users to understand the
effects on the financial statements of changes in foreign exchange rates.

3. Disclosure requirements
Requirement Comment
52 An entity shall disclose, if material: Retain — emphasising that

disclosures atre required only

(a)  the amount of exchange differences recognised in profit or -5 4
for material items.

loss except for those arising on financial instruments
measured at fair value through profit or loss in accordance
with IFRS 9 and IAS 39; and

(b)  net exchange differences recognised in other comprehensive | The reconciliation in (b) is
income and accumulated in a separate component of equity, | .+ considered necessary —

ar.ld—a—feeeﬂelhaﬂeﬂ—e.flﬂa.e—ameuﬂt—ef—sueh—exel?&ﬂge material changes are
differences-at-the beginning-and-end-of the peried_any other sufficient.
material movements during the period.

Delete — this is technical
information that does not
appear to be of general use.

Delete — this is technical
information that does not
appear to be of general use.

Paragraphs 55-57 deleted —
they relate to IFRS
compliance which is
addressed in TAS 1.




Requirement

Comment

4. Conclusion

The disclosure requirements of IAS 21 can be reduced.
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IAS 23 Borrowing Costs

1. Disclosure objective
Not specified.
2. Likely disclosure objective — to be inserted at paragraph 1

The disclosure objective is to provide material information that enables users to understand the
impact of the capitalisation of borrowing costs on the financial statements.

3. Disclosure requirements
Requirement Comment
26 An entity shall disclose, if material: The requirement is

appropriate where

(a)  the amount of borrowing costs capitalised during the period; ‘ )
borrowing costs are material.

and
(b)  the capitalisation rate used to determine the amount of
borrowing costs eligible for capitalisation.

4. Conclusion

The requirements are appropriate.
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IAS 24 Related Party Disclosures

1. Disclosure objective

The objective of this Standard is to ensure that an entity’s financial statements contain the
disclosures necessary to draw attention to the possibility that its financial position and profit or loss
may have been affected by the existence of related parties and by transactions and outstanding

balances, including commitments, with such parties. (paragraph 1)
2. Likely disclosure objective

The disclosure objective is clearly specified.

3. Disclosure requirements
Requirement Comment
13 Relationships between a parent and its subsidiaries shall be This is a disclosure standard

disclosed irrespective of whether there have been transactions
between them. An entity shall disclose the name of its parent and, if
different, the ultimate controlling party. If neither the entity’s parent
nor the ultimate controlling party produces consolidated financial
statements available for public use, the name of the next most
senior parent that does so shall also be disclosed.

— these disclosures appear
appropriate. Materiality in
relation to related parties is a
fundamental element of the
definition of a related party,
therefore is not addressed in
the disclosure requirements.

14 To enable users of financial statements to form a view about the effects of
related party relationships on an entity, it is appropriate to disclose the
related party relationship when control exists, irrespective of whether
there have been transactions between the related parties.

Retain — necessary disclosure

15 The requirement to disclose related party relationships between a parent
and its subsidiaries is in addition to the disclosure requirements in IAS 27,
IAS 28 Investments in Associates and TIAS 31 Interests in Joint Ventures.

Retain — necessary
clarification

17 An entity shall disclose key management personnel compensation
in total and for each of the following categories:

(a)  short-term employee benefits;
(b)  post-employment benefits;
(c)  other long-term benefits;

(d) termination benefits; and

(e)  share-based payment.

Retain — disclosures are
appropriate

18 If an entity has had related party transactions during the periods
covered by the financial statements, it shall disclose the nature of
the related party relationship as well as information about those
transactions and outstanding balances, including commitments,
necessary for users to understand the potential effect of the
relationship on the financial statements. These disclosure
requirements are in addition to those in paragraph 17. At a
minimum, disclosures shall include:

(a)  the amount of the transactions;

(b)  the amount of outstanding balances, including
commitments, and:

Retain — (¢) and (d) are
combined to simplify
requirements.
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Requirement Comment

@) their terms and conditions, including whether they are
secured, and the nature of the consideration to be
provided in settlement; and

(i)  details of any guarantees given or received;

(c) total impairment recognised on related party loans
outstanding or repaid during the period.previsiensfor

19 The disclosures required by paragraph 18 shall be made separately (d) and (e) combined —
for each of the following categories: creates a similar category to
(a)  the parent; (b)

(b)  entities with joint control or significant influence over the
entity;

(c)  subsidiaries;

(d)  associates_and joint ventures in which the entiy is an investor;

® key management personnel of the entity or its parent; and

(g) other related parties.

Delete — unnecessary cross-
reference

Delete — examples are self-
evident and unnecessatry




Requirement

Comment

22 Participation by a parent or subsidiary in a defined benefit plan that shares
risks between group entities is a transaction between related parties (see
paragraph 34B of IAS 19).

Retain — useful cross-
reference

Delete — implicit in
representational faithfulness.

24 Items of a similar nature may be disclosed in aggregate except
when separate disclosure is necessary for an understanding of the
effects of related party transactions on the financial statements of
the entity.

Retain — basic requirement.

25 A reporting entity is exempt from the disclosure requirements of
paragraph 18 in relation to related party transactions and
outstanding balances, including commitments, with:

(a)  agovernment that has control, joint control or significant
influence over the reporting entity; and

(b)  another entity that is a related party because the same
government has control, joint control or significant influence
over both the reporting entity and the other entity.

Retain — disclosure
exemption.

26 If a reporting entity applies the exemption in paragraph 25, it shall
disclose the following about the transactions and related
outstanding balances referred to in paragraph 25:

(a)  the name of the government and the nature of its relationship
with the reporting entity (ie control, joint control or
significant influence);

(b)  the following information in sufficient detail to enable users
of the entity’s financial statements to understand the effect of
related party transactions on its financial statements:

@) the nature and amount of each individually significant
transaction; and

(i) for other transactions that are collectively, but not
individually, significant, a qualitative or quantitative
indication of their extent. Types of transactions
include those listed in paragraph 21.

Retain — related to disclosure
exemption above.

27 In using its judgement to determine the level of detail to be disclosed in
accordance with the requirements in paragraph 26(b), the reporting entity
shall consider the closeness of the related party relationship and other
factors relevant in establishing the level of significance of the transaction
such as whether it is:

(@) significant in terms of size;

(b) carried out on non-market terms;

() outside normal day-to-day business operations, such as the
purchase and sale of businesses;

(d) disclosed to regulatory or supervisory authorities;

(e reported to senior management;

® subject to shareholder approval.

Retain — useful guidance.
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4. Conclusion

The disclosure requirements of IAS 24 can be somewhat reduced.
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IAS 29 Financial Reporting in Hyperinflationary Economies

1. Disclosure objective

The disclosures required by this Standard are needed to make clear the basis of dealing with the
effects of inflation in the financial statements. They are also intended to provide other information
necessary to understand that basis and the resulting amounts. (paragraph 40)

2. Likely disclosure objective

For greater clarity, the disclosure objective could be restated as:

“The disclosure objective is to provide material information about the impact of price changes on an
entity whose functional currency is the currency of a hyperinflationary economy.”

3. Disclosure requirements
Requirement Comment
9 The gain or loss on the net monetary position shall be included in Retain — basic requirement,

profit or loss and separately disclosed if material.

amended to emphasise
materiality.

25 At the end of the first period and in subsequent periods, all components Retain - relevant clarification
of owners’ equity are restated by applying a general price index from the of IAS 1, given the
beginning of the period or the date of contribution, if later. The difficulties of applying price
movements for the period in owners’ equity are disclosed in accordance level changes. Amended to
with IAS 1 if material. emphasise materiality

28 The gain or loss on the net monetary position is included in profit or loss. | Retain - guidance as to
The adjustment to those assets and liabilities linked by agreement to presentation
changes in prices made in accordance with paragraph 13 is offset against
the gain or loss on net monetary position. Other income and expense
items, such as interest income and expense, and foreign exchange
differences related to invested or borrowed funds, atre also associated with
the net monetary position. Although such items are separately disclosed,
it may be helpful if they are presented together with the gain or loss on
net monetary position in the statement of comprehensive income.

39 The following disclosures shall be made: Retain — basic requirements.

(a) the fact that the financial statements and the
corresponding figures for previous periods have been
restated for the changes in the general purchasing power
of the functional currency and, as a result, are stated in
terms of the measuring unit current at the end of the
reporting period;

(b) whether the financial statements are based on a historical
cost approach or a current cost approach; and

(c) the identity and level of the price index at the end of the

reporting period and the movement in the index during the
current and the previous reporting period.
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4. Conclusion

The disclosure requirements of IAS 29 are appropriate.
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IAS 33 Earnings per Share

1. Disclosure objective

The objective of this Standard is to prescribe principles for the determination, aad presentation and
disclosure of earnings per share, so as to improve performance comparisons between different
entities in the same reporting period and between different reporting periods for the same entity.

(paragraph 1)

2. Likely disclosure objective

The disclosure objective is specified; one amendment is proposed.

3. Disclosure requirements
Requirement Comment
3 An entity that discloses earnings per share shall calculate and Anti-avoidance measure as
disclose earnings per share in accordance with this Standard. TAS 33 has a limited scope.
Recommend retain to avoid
confusion as to basis of
calculation.
4 When an entity presents both consolidated financial statements and | Retain — basic requirement.
separate financial statements prepared in accordance with IAS 27
Consolidated and Separate Financial Statements, the disclosures
required by this Standard need be presented only on the basis of the
consolidated information. An entity that chooses to disclose
earnings per share based on its separate financial statements shall
present such earnings per share information only in its statement of
comprehensive income. An entity shall not present such earnings
per share information in the consolidated financial statements.
4A If an entity presents the components of profit or loss in a separate Retain — basic requirement.
income statement as described in paragraph 81 of IAS 1
Presentation of Financial Statements (as revised in 2007), it presents
earnings per share only in that separate statement.
64 If the number of ordinary or potential ordinary shares outstanding Retain — clarifies the sources

increases as a result of a capitalisation, bonus issue or share split, or | of the number of shares
decreases as a result of a reverse share split, the calculation of basic | used in the calculations.
and diluted earnings per share for all periods presented shall be
adjusted retrospectively. If these changes occur after the reporting
period but before the financial statements are authorised for issue,
the per share calculations for those and any prior period financial
statements presented shall be based on the new number of shares.
The fact that per share calculations reflect such changes in the
number of shares shall be disclosed. In addition, basic and diluted
earnings per share of all periods presented shall be adjusted for the
effects of errors and adjustments resulting from changes in
accounting policies accounted for retrospectively.

66 An entity shall present in the statement of comprehensive income Retain — requirement
basic and diluted earnings per share for profit or loss from necessary to clarify EPS
continuing operations attributable to the ordinary equity holders of | disclosed.
the parent entity and for profit or loss attributable to the ordinary
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Requirement

Comment

equity holders of the parent entity for the period for each class of
ordinary shares that has a different right to share in profit for the
period. An entity shall present basic and diluted earnings per share
with equal prominence for all periods presented.

67

Earnings per share is presented for every period for which a statement of
comprehensive income is presented. If diluted earnings per share is
reported for at least one period, it shall be reported for all periods
presented, even if it equals basic earnings per share. If basic and diluted
earnings per share are equal, dual presentation can be accomplished in one
line in the statement of comprehensive income.

Retain — requirement
necessary to clarify EPS
disclosed.

Delete — repeats paragraph
4A

68

An entity that reports a discontinued operation shall disclose the
basic and diluted amounts per share for the discontinued operation
either in the statement of comprehensive income or in the notes.

Retain — requirement
necessary to clarify EPS
disclosed.

Delete — repeats paragraph
4A

69 An entity shall present basic and diluted earnings per share, even if | Retain — useful clarification.
the amounts are negative (i.e. a loss per share).
70 An entity shall disclose the following: Requirements are necessary

(@)

(b)

(©)

the amounts used as the numerators in calculating basic
and diluted earnings per share, and a
reconeiliatiensummary of material differences between
those amounts to profit or loss attributable andte the
parent entity for the period. The reeeneiliatieonsummary
shall include the individual effect of each class of
instruments that affects earnings per share.

the weighted average number of ordinary shares used as
the denominator in calculating basic and diluted earnings
per share, and a reeeneiliationsummary of material
differences between these denominators te-each-othes.
The reconciliation sammary shall include the individual
effect of each class of instruments that affects earnings per
share.

instruments (including contingently issuable shares) that
could potentially dilute basic earnings per share in the
future, but were not included in the calculation of diluted
earnings per share because they are antidilutive for the
period(s) presented.

to clarify EPS disclosed.

(d) is deleted as IAS 10 is
considered sufficient.

Reconciliations replaced by
summary of material
differences




Requirement

Comment

Delete — follows from
deletion of paragraph 70(d)
above.

Delete - encouraged
disclosures

73

73A

If an entity discloses, in addition to basic and diluted earnings per
share, amounts per share using a reported component of the
statement of comprehensive income other than one required by this
Standard, such amounts shall be calculated using the weighted
average number of ordinary shares determined in accordance with
this Standard. Basic and diluted amounts per share relating to such
a component shall be disclosed with equal prominence and
presented in the notes. An entity shall indicate the basis on which
the numerator(s) is (are) determined, including whether amounts
per share are before tax or after tax. If a component of the
statement of comprehensive income is used that is not reported as a
line item in the statement of comprehensive income, a
reconeiliatiensummary shall be provided of material differences
between the component used and a line item that is reported in the
statement of comprehensive income.

Paragraph 73 applies also to an entity that discloses, in addition to
basic and diluted earnings per share, amounts per share using a
reported component of the separate income statement (as described
in paragraph 81 of IAS 1 (as revised in 2007)), other than one
required by this Standard.

Retain - requirements are
necessary to clarify EPS
disclosed. Reconciliation
replaced by summary of
material differences.
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4. Conclusion

The subject matter of IAS 33 is highly specific and therefore the disclosure requirements are
generally appropriate for an understanding of the EPS disclosed. The Oversight Group questioned
whether the retention of IAS 33 is appropriate, as it could be argued that it is not necessary for
financial reporting standards to mandate the disclosure of specific financial analysis metrics. The
group therefore recommends that views are sought on this issue in the proposed invitation to
comment.
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IAS 36 Impairment of Assets

1. Disclosure objective
Not specified
2. Likely disclosure objective — to be inserted at paragraph 1

The disclosure objective is to provide material information that assists users in understanding the

impact of impairment losses on the financial statements.

3. Disclosure requirements

Requirement Comment

126 An entity shall disclose, if material, total impairment losses and total | Only high-level information
reversals recognised in profit or loss and-the-ameuntdiselosed-in required here — more
other comprehensive income. These should be disclosed by class of | detailed disclosures on
asset, if this provides material information. the-follewingforeach individually material

: impairments are provided
below.
128 The information required in paragraph 126 may be presented with other Retain — is a useful cross-

information disclosed for the class of assets. For example, this
information may be included in a summary of material changes
reeoneiliation of the carrying amount of property, plant and equipment, at
the beginning and end of the period, as required by IAS 16.

reference, but amended to

reflect change made to
IAS 16.

Delete - requirement is not
necessary as is covered by
the requirement in IFRS 8 to
disclose separately material
items.

130

An entity shall disclose the following for each material impairment
loss recognised or reversed during the period for an individual asset,
including goodwill, or a cash-generating unit:

(a)  the events and circumstances that led to the recognition or
reversal of the impairment loss.

In general the disclosure is
appropriate as it relates only
to individually material
impairment losses.

(d)(iii) amended to
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Requirement Comment
(b)  the amount of the impairment loss recognised or reversed. emphasise materiality.
(c) for an individual asset: (e) — (g) are deleted as
@i) the nature of the asset; and excessive detail.
(i)  if the entity reports segment information in
accordance with IFRS 8, the reportable segment to
which the asset belongs.
(d) for a cash-generating unit:

@)

(i)

(iii)

a description of the cash-generating unit (such as
whether it is a product line, a plant, a business
operation, a geographical area, or a reportable
segment as defined in IFRS 8);

the amount of the impairment loss recognised or
reversed by class of assets and, if the entity reports
segment information in accordance with IFRS 8, by
reportable segment; and

if the aggregation of assets for identifying the cash-
generating unit has changed in a material manner
since the previous estimate of the cash-generating
unit’s recoverable amount (if any), a description of the
current and former way of aggregating assets and the
reasons for changing the way the cash-generating unit
is identified.

131 Where a class of assets is affected by impairment losses that are
material in aggregate but which do not require disclosure in

accordance with paragraph 130 because the impairment losses or
reversals are not individually material, the entity shall provide

information about the main events and circumstances that led to the

recognition of these impairment losses or reversals of impairment
losses An-entity-shall-diselose-the-fellowing-informationfor-the

Disclosure only required
where impairment losses for
a class of assets are material
in aggregate, but the losses
are not individually material.

132

Delete - encouraged
disclosure and is covered by




Requirement

Comment

paragraph 130 (e) above.

133

Delete - the disclosure
relates to a temporary
problem regarding new
acquisitions and is rarely
used in practice.

134 An entity shall disclose the-material information required by (a)—(cf)
for each cash-generating unit (group of units) for which the carrying
amount of goodwill or intangible assets with indefinite useful lives
allocated to that unit (group of units) is significant in comparison
with the entity’s total carrying amount of goodwill or intangible
assets with indefinite useful lives:

(a)  the carrying amount of goodwill allocated to the unit (group
of units).

(b)  the carrying amount of intangible assets with indefinite
useful lives allocated to the unit (group of units).

(©) 1nformat10n about %he—basis—eﬂ—wh&eh—the—&mt—s—(gfeup—ef
use-orfair-value less-coststo-sell);-the key assumptions and
inputs used to determine recoverable amount.

Amended to emphasise
materiality

Information in (c) about the
basis on which recoverable
amount has been determined
is not considered necessary —
the key assumptions and
inputs will provide more
useful information.

The level of detail in (d) to
(f) is unnecessary — the entity
should judge what
information is material to
users.




Requirement Comment

135 If some or all of the carrying amount of goodwill or intangible assets | Phrase added in 135 to
with indefinite useful lives is allocated across multiple cash- achieve consistency with
generating units (groups of units), and the amount so allocated to paragraph 131 wording.
each unit (group of units) is not significant in comparison with the 135 is separated into two

entity’s total carrying amount of goodwill or intangible assets with

paragraphs to improve
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Requirement

Comment

135A

indefinite useful lives, but is material in aggregate, that fact shall be
disclosed, together with the aggregate carrying amount of goodwill
or intangible assets with indefinite useful lives allocated to those
units (groups of units).

In-additien;if If the recoverable amounts of any of those units
(groups of units) are based on the same key assumption(s) and the
aggregate carrying amount of goodwill or intangible assets with
indefinite useful lives allocated to them is significant in comparison
with the entity’s total carrying amount of goodwill or intangible
assets with indefinite useful lives, an entity shall disclose that fact,
together with information about the key assumptions and inputs
used.

clarity.

(a) — (e) are deleted to reflect
changes to paragraph 134
and because paragraph 135
is rarely relevant in practice.

136

The most recent detailed calculation made in a preceding period of the
recoverable amount of a cash-generating unit (group of units) may, in
accordance with paragraph 24 or 99, be carried forward and used in the
impairment test for that unit (group of units) in the current period
provided specified criteria are met. When this is the case, the information
for that unit (group of units) that is incorporated into the disclosures
required by paragraphs 134 and 135 relate to the carried forward
calculation of recoverable amount.

Retain — useful background
information.
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4. Conclusion

The disclosure requirements of IAS 36 can be reduced.
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IAS 37 Provisions, Contingent Liabilities and Contingent Assets

1. Disclosure objective

The objective of this Standard is to ensure that appropriate recognition criteria and measurement
bases are applied to provisions, contingent liabilities and contingent assets and that sufficient
material information is disclosed in the notes to enable users to understand their nature, timing and
amount.

2. Likely disclosure objective — to be inserted at paragraph 1

The disclosure objective is clearly specified within the overall objective of the standard. One
amendment is proposed to emphasise materiality.

3. Disclosure requirements
Requirement Comment
85 An entity shall disclose the following for each material class of This disclosure is
provision: appropriate for material
(a)  a brief description of the nature of the obligation and the classes of provision.
expected timing of any resulting outflows of economic Paragraph 85 has been re-
benefits; ordered to come before

(b)  anindication of the uncertainties about the amount ot timing paragraph 84, which makes a
of those outflows. Where necessary to provide adequate more logical flow.
information, an entity shall disclose the major assumptions
made concerning future events, as addressed in paragraph
48; and

(c)  the amount of any expected reimbursement, stating the
amount of any asset that has been recognised for that
expected reimbursement.

84 Ffor-each-elass-ef prevision;-An entity shall disclose material Only material movements
movements during the period for each material class of provision.: should be disclosed, instead

of a reconciliation of all
changes during the period.
Such reconciliations could
include many items which
are not material.

86 Unless the possibility of any outflow in settlement is remote, an This disclosure is
entity shall disclose for each material class of contingent liability at | appropriate for material
the end of the reporting period a brief description of the nature of items - contingent liabilities
the contingent liability and, where practicable: are disclosure only.

(a)  an estimate of its financial effect, measured under paragraphs
36-52;

(b) anindication of the uncertainties relating to the amount or
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Requirement

Comment

timing of any outflow; and

(©) the possibility of any reimbursement.

87

In determining which provisions or contingent liabilities may be
aggregated to form a class, it is necessary to consider whether the nature
of the items is sufficiently similar for a single statement about them to
fulfill the requirements of paragraphs 85(a) and (b) and 86(a) and (b).
Thus, it may be appropriate to treat as a single class of provision amounts
relating to warranties of different products, but it would not be
appropriate to treat as a single class amounts relating to normal warranties
and amounts that are subject to legal proceedings.

Retain — useful explanatory
information.

88

Where a provision and a contingent liability arise from the same set of
circumstances, an entity makes the disclosures required by paragraphs 84—
86 in a way that shows the link between the provision and the contingent
liability.

Retain — useful explanatory
information.

89

Where an inflow of economic benefits is probable, an entity shall
disclose a brief description of the nature of the material contingent
assets at the end of the reporting period, and, where practicable, an
estimate of their financial effect, measured using the principles set
out for provisions in paragraphs 36—52.

This disclosure is
appropriate for material
items — contingent assets are
disclosure-only.

90

It is important that disclosures for contingent assets avoid giving
misleading indications of the likelihood of income arising.

Retain — useful explanatory
information.

91

Where any of the information required by paragraphs 86 and 89 is
not disclosed because it is not practicable to do so, that fact shall be
stated.

Retain — necessary disclosure

92

In extremely rare cases, disclosure of some or all of the information
required by paragraphs 84—89 can be expected to prejudice seriously
the position of the entity in a dispute with other parties on the
subject matter of the provision, contingent liability or contingent
asset. In such cases, an entity need not disclose the information, but
shall disclose the general nature of the dispute, together with the
fact that, and reason why, the information has not been disclosed.

Retain — necessary disclosure

4.

Conclusion

The disclosure requirements of IAS 37 can be reduced.
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IAS 38 Intangible Assets

1. Disclosure objective
Not stated.
2. Likely disclosure objective — to be inserted at paragraph 1

The disclosure objective is to provide material information about an entity’s intangible assets.

3. Disclosure requirements
Requirement Comment
118 An entity shall disclose the following for each material class of Amended to align with

intangible assets, distinguishing between internally generated

intangible assets and other intangible assets_and between intangible

assets measured using the cost model basis and the revaluation

model:

(a)  whether the useful lives are indefinite or finite and, if finite,
the useful lives or the amortisation rates used;

(b) 1 : . hod | fori bl ]
finite-usefullives;
(c)  the gross carrying amount and any accumulated amortisation

(aggregated with accumulated impairment losses) at the
beginning and end of the period; and

@ helinei (sy-of d c 1 e .
hicl . £ bl is-included;

(e) asummary of material changes between reeeneciliation-of the
carrying amount at the beginning and end of the peried

sheowing:

changes proposed to IAS 16
and to emphasise materiality

(d) is deleted as is not
required under IAS 16

(e) reconciliation is replaced
with a summary of material
changes.




Requirement Comment
entity;-and
(i) 1 1 il . lasine
period.
119 A class of intangible assets is a grouping of assets of a similar Cross-references in

nature and use in an entity’s operations. Examples of separate
classes may include:

(2)
(®)
(©)
CY
()

brand names;

mastheads and publishing titles;
computer software;

licences and franchises;

copyrights, patents and other industrial property rights,
service and operating rights;

recipes, formulae, models, designs and prototypes; and

intangible assets under development.

paragraphs 120 and 121
deleted

122 An entity shall also disclose:

(2)

for an material intangible asset assessed as having an
indefinite useful life, the carrying amount of that asset and
the reasons supporting the assessment of an indefinite useful
life. In giving these reasons, the entity shall describe the
factor(s) that played a significant role in determining that the
asset has an indefinite useful life.

G

the existence and carrying amounts of any material
intangible assets whose title is restricted and the carrying
amounts of any material intangible assets pledged as secutity
for liabilities.

(b) is deleted as is covered
by the general requirements
inTAS 1

(c) is deleted as is
unnecessary detail

(e) is deleted in line with IAS
16 — no justification for the
disclosure of contractual
commitment
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Requirement

Comment

) [h;. “m“'.*]’; of Esmff'“““} commitments for the-acquisition

123 When an entity describes the factor(s) that played a significant role in Disclosure and basis for
determining that the useful life of an intangible asset is indefinite, the classification decision
entity considers the list of factors in paragraph 90. required to be related.

124 If any class of intangible assets are accounted for at revalued Disclosures only required

amounts is material, an entity shall disclose the following:

(a) by class of intangible assets:

@) the effective date of the revaluation;

(c) the methods and significant assumptions applied in
estimating the assets’ fair values.

for material items.

(a) (ii) and (iii) deleted
consistently with IAS 16

(b) is deleted as IAS 1 covers
this in its requirements on
changes in components of
equity.

Paragraph 125 is deleted as
already covered by
paragraph 118.

126

If material, an entity shall disclose the aggregate amount of research
and development expenditure recognised as an expense during the
period.

Amended to emphasise
materiality

Delete - ‘encouraged’
disclosures.

4.

Conclusion

The disclosure requirements of IAS 38 can be reduced.

123




IAS 40 Investment Property

1. Disclosure objective
Not specified
2. Likely disclosure objective — to be inserted at paragraph 1

The disclosure objective of IAS 40 is to provide material information about an entity’s investment
property and the impact of changes in such investments.

3. Disclosure requirements
Requirement Comment

75 If investment property is material, an entity shall disclose: Amended to emphasise
hetheri lies-the faisval telof Jel. materiality

(b)  ifit applies the fair value model, whether, and in what @ is. deleted as is also )
circumstances, property interests held under operating leases required by IAS 1 and is

are classified and accounted for as investment property. deleted.
1 lassification is-difficult -aph-14), the eriteria (c) is deleted as, if material,
. listi ishi opertyfrom owner would be disclosed under
abie g st e alein the IAS 1 as a significant
judgement.

(d) the methods and significant assumptions applied in (¢) is amended in line with
determining the fair value of investment property, including a changes to TAS 16.
statement whether the determination of fair value was (H)(ii) — (iv) are deleted as
supported by market evidence or was more heavily based on | excessively detailed.
other factors (which the entity shall disclose) because of the (h) is deleted as would be
nature of the property and lack of comparable market data. covered by IAS 37 if

(e)  whether an independent valuer was involved. the-extentte material.

which-the-fair value-of investment property (asmeasured-or

) the amounts recognised in profit or loss for:

@) rental income from investment property;

(g) the existence and amounts of restrictions on the realisability
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Requirement

Comment

of investment property or the remittance of income and
proceeds of disposal.

L ’
() 8 ngf .ii. F

enhaneements:

76 In addition to the disclosures required by paragraph 75, an entity Reconciliation is replaced by

that applies the fair value model in paragraphs 3355 shall disclose a | a summary of material
summary of material changes a-reeenciliation between the carrying | changes (in alignment with
amounts of investment property at the beginning and end of the changes to IAS 16 and

penod—shem&g—ﬂae—fel}ew&ﬂg— TIAS 38)

77 When a valuation obtained for investment property is adjusted As above - reconciliation not
signifieantly in a material way for the purpose of the financial considered necessary.
statements, for example to avoid double-counting of assets or ‘Significantly’ replaced by
liabilities that are recognised as separate assets and liabilities as ‘material’ for consistency.
described in paragraph 50, the entlty shall dtselese—a—feeeﬂeﬂia&eﬂ
back;and-any ethersignificant-adjustments-explain the reasons for
any material adjustments.

78 In the exceptional cases referred to in paragraph 53, when an entity | Retain disclosure for rare

measures investment property using the cost model in IAS 16, the

reconciliationrequired-by paragraph-76-shall-diselese amounts

relating to that investment property shall be disclosed separately
from amounts relating to other investment property. In addition, if
material, an entity shall disclose:

(a)  a description of the investment property;

(b)  an explanation of why fair value cannot be determined
reliably; and

(c) if possible, the range of estimates within which fair value is
highly likely to lie;-and

@ i L ofi o at faievalie:
0 he fact thatl o has-di Lo

event, but amended for
changes to paragraph 70,
and to emphasise materiality.
(d) is deleted as highly

detailed and if material will
be covered by IAS 1.
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Requirement

Comment

79 In addition to the disclosures required by paragraph 75, if material,
an entity that applies the cost model in paragraph 56 shall disclose:

@) thed " Lod 5

(b)
(©)

CY

(e)

the useful lives or the depreciation rates used;

the gross carrying amount and the accumulated depreciation
(aggregated with accumulated impairment losses) at the
beginning and end of the period;

a summary of material changes between receneiliation-of the
carrying amount of investment property at the beginning and

end of the penod—shemag—the—feﬂem&g—

ity —eotherchanges; and

the fair value of investment property. In the exceptional
cases described in paragraph 53, when an entity cannot
determine the fair value of the investment property reliably, it
shall disclose:

@) a description of the investment property;

(i) an explanation of why fair value cannot be
determined reliably; and

(iii) if possible, the range of estimates within which fair
value is highly likely to lie.

Amended to emphasise
materiality.

(a) is deleted in line with
change proposed to IAS 16

(d) is amended to replace
reconciliation with a
summary of material
changes.
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4. Conclusion

The disclosure requirements of IAS 40 can be reduced.
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IAS 41 Agriculture

1. Disclosure objective
Not specified
2. Likely disclosure objective — to be inserted at paragraph 1

The disclosure objective is to provide material information about an entity’s agricultural activities.

3. Disclosure requirements

Requirement Comment

40 If material, an entity shall disclose the aggregate gain or loss arising | Retain —amended to
during the current period on initial recognition of biological assets emphasise materiality

and agricultural produce and from the change in fair value less costs
to sell of biological assets.

41 An entity shall provide a narrative or quantified description of each Paragraphs 41, 42, 43
material group of biological assets. summarised and combined.

44 Biological assets may be classified either as consumable or bearer assets. Retain — explanatory
Consumable biological assets are those that are to be hatvested as information. Additional
agricultural produce or sold as biological assets. Examples of consumable | sentence was previously
biological assets are livestock intended for the production of meat, covered in paragraph 43.

livestock held for sale, fish in farms, crops such as maize and wheat, and
trees being grown for lumber. Bearer biological assets are those other
than consumable biological assets; for example, livestock from which milk
is produced, grape vines, fruit trees, and trees from which firewood is
harvested while the tree remains. Bearer biological assets are not
agricultural produce but, rather, are self-regenerating.

45 Biological assets may be classified either as mature biological assets or Retain — explanatory
immature biological assets. Mature biological assets are those that have information
attained harvestable specifications (for consumable biological assets) or
are able to sustain regular harvests (for bearer biological assets).

Delete — general information
about an entity’s activities is
covered by IAS 1, and
information about physical
quantities is not required by
any other standards.
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Requirement

Comment

of the period;-and
i f aoricul 1 . Lasi ! iod.

47

An entity shall disclose the methods and significant assumptions
applied in determining the fair value of each material group of
agricultural produce at the point of harvest and each material group
of biological assets.

Amended to emphasise
materiality.

Delete — fair value
information is covered in
paragraph 40 above.

49 An entity shall disclose: (b) is deleted in line with
(a) the existence and carrying amounts of any material biological | other requirements on
assets whose title is restricted, and the carrying amounts of commitments.
any material biological assets pledged as security for (c) is deleted as it is unclear
liabilities; why agricultural activities
(b)—the amount of commitments for the development of require additional disclosures
acquisition-ofbiclogicalussetsyand about financial risk.
e E ol sis] . lated cultusal
50 An entity shall present a summary of the material changes in Reconciliation replaced by a
reconciliation-oef ehanges-in the carrying amount of biological assets | summary of material
between the beginning and the end of the current period. The changes
51 The fair value less costs to sell of a biological asset can change due to both | Delete — ‘encouraged’
physical changes and price changes in the market. Separate disclosure of | disclosures
physical and price changes is useful in appraising current period
performance and future prospects, particularly when there is a
production cycle of more than one year. Ia-such-eases;anentityis
52 Biological transformation results in a number of types of physical Retain — explanatory

change—growth, degeneration, production, and procreation, each of

information
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Requirement

Comment

which is observable and measurable. Fach of those physical changes has a
direct relationship to future economic benefits. A change in fair value of a
biological asset due to harvesting is also a physical change.

53

Agricultural activity is often exposed to climatic, disease and other natural
risks. If an event occurs that gives rise to a material item of income or
expense, the nature and amount of that item are disclosed in accordance
with IAS 1 Presentation of Financial Statements. Examples of such an event
include an outbreak of a virulent disease, a flood, a severe drought or
frost, and a plague of insects.

Retain — explanatory
information

54

If an entity measures biological assets at their cost less any
accumulated depreciation and any accumulated impairment losses
(see paragraph 30) at the end of the period, the entity shall disclose
for such material biological assets:

(a) a description of the biological assets;

(b)  an explanation of why fair value cannot be measured reliably;

(e)  the useful lives or the depreciation rates used; and

® the gross carrying amount and the accumulated depreciation
(aggregated with accumulated impairment losses) at the
beginning and end of the period.

Retain — disclosures are
appropriate for material
assets.

(c) is deleted as fair value is
not available or unreliable.

(d) is deleted in accordance
with proposal in TAS 16.

Delete - these items, if
material, will be covered by
the requirement at paragraph

50.

Delete - if material, this
information will be disclosed
under paragraph 50.

Delete — ensure IAS 20
covers government grants
relating to agricultural
activity.




Requirement Comment
S oni ] intholovelof
g'l‘-ﬂ'ﬂ't'ST
4. Conclusion

The disclosure requirements of IAS 41 can be reduced.
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APPENDIX 1
REDUCING FINANCIAL STATEMENT DISCLOSURES
Terms of Reference

The Institute of Chartered Accountants of Scotland (ICAS) and the New Zealand Institute of
Chartered Accountants (NZICA) have been asked by the International Accounting Standards Board
(IASB) to undertake a project to:
e review, individually and as a whole, the levels of disclosure requirements in existing
International Financial Reporting Standards (IFRS); and
e recommend deletions and changes to disclosure requirements — for annual financial
statements of publicly accountable entities.
This is a short life project. The current plan is for the results to be delivered to the IASB by the end
of June 2011, or as soon as possible thereafter.

The project will initially establish some key high-level principles for disclosure and, in doing so, will
use the IASB’s 2010 Conceptual Framework for Financial Reporting. It will then consider each of
the existing IASB standards with the following objectives:

e to determine the specific disclosure objectives of each standard,;

e to assess the extent to which the existing disclosure requirements meet the high-level
principles and the specific disclosure objective; and
e to propose deletions and changes to the existing disclosure requirements based on the above
assessment.
Finally, the project will consider the proposed disclosure requirements in totality to determine
whether, as a whole, they meet the key principles for disclosure.

The project will cover all existing IASs and IFRSs up to and including IFRS 8, excluding; IAS 26 on
retirement benefit plans, IAS 34 on interim financial reporting and standards due to be replaced
within the next six months. It is expected that the principles developed will also be applicable to
future standards issued by the IASB.

This project does not address:
e matters of recognition and measurement;
e disclosures, such as management commentary, which are outside the audited financial
statements;
e SICs and IFRICs, principally because of the nature of these documents.

A joint UK-NZ Oversight Group has been formed to provide high level advice and challenge — in
particular to:

e consider and approve the proposed basis for this project;

e assess the results of the project; and

e approve the final report arising from the study.
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The Group comprises:

Isobel Sharp, Partner, Deloitte LLP, ICAS Past President — joint Chair (UK)

Tony Frankham, professional company director, NZICA Past President — joint Chair (NZ)
Peter Montagnon, Senior Investment Adviser, Financial Reporting Council (UK)

Lyn Provost, Auditor-General (NZ)

Gregor Alexander, Finance Director, Scottish & Southern Energy plc (UK)

Kimberley Crook, Partner, Ernst & Young, and Member of NZ Financial Reporting
Standards Board to 30 June 2011, member of NZ Accounting Standards Board from 1 July
2011 (NZ)

e John Hames, Group Controller, Fletcher Building Limited (NZ)

assisted by the following ICAS and NZICA staff:

e Amy Hutchinson, Assistant Director — Technical Policy, ICAS

e DPatricia McBride, Acting General Manager — Standards & Advocacy, NZICA
e David Wood, Executive Director — Technical Policy and Services, ICAS
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APPENDIX 2
PROPOSED INVITATION TO COMMENT

Given the continuing criticisms of the quantum of disclosures required by IFRS, the IASB requested
that the Discussion Paper be prepared to encourage debate on which disclosures could be eliminated
while still providing relevant information to users of financial statements.

The Board invites comments on all matters in this Discussion Paper, particularly on the questions
set out below and on whether, overall, the Oversight Group’s recommendations, if implemented,
would improve the usefulness of financial statements by focusing on more important information.

Comments are most helpful if they:

express an overall view on the approach in the Discussion Paper;

address the questions as stated;

indicate the specific standard or paragraphs to which the comments relate;
contain a clear rationale; and

describe any alternatives the Board should consider.

Respondents need not comment on all of the questions, and an additional, brief survey is expected
to be available from the IASB website in due course. Respondents are also encouraged to comment
on any additional issues within the scope of the Discussion Paper.

Question 1 — Need to reduce financial statement disclosures

In Section 1 of the report, the Oversight Group proposes that there is an urgent need to reduce
financial statement disclosures so as to enable users to focus on the relevant information about the
entity in a more accessible manner. Do you agree?

Question 2 — Principles underlying the proposed changes to disclosure requirements

Section 1 sets out the principles which have been used by the Oversight Group as a basis for
assessing the merit of existing disclosure requirements and proposing deletions and other changes.
Do you agree that the relevant provisions from the Conceptual Framework have been identified?
Do you agree with the other principles adopted by the Group as set out in paragraph 72 Are there
other principles that should also be applied?

Question 3 - Disclosure objectives
The Oversight Group proposes the inclusion of a disclosure objective in each standard, as a way of

assisting preparers in determining the focus of disclosures. Are the disclosure objectives
appropriate? Do you believe that these will be helpful to preparers?
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Question 4 - Materiality

Section 1 of the report sets out the Oversight Group’s thinking on the issue of materiality, and
proposes an approach which differentiates materiality as it applies to “items” and to “information”.
Do you agree with the approach to materiality? Do you believe that emphasising the need to
disclose items and information only if material, as defined in IAS 1 Presentation of Financial Statements
and the Conceptual Framework, is an effective way forward in achieving the Oversight Group’s
objectives?

Question 5 — Use of superior descriptors

As described in paragraph 25 of Section 1, the Oversight Group initially considered a two tier
approach to disclosure based on a basic level of disclosure for material items and activities, with a
greater level of disclosure for “significant” items and activities. Based on the definition of
“material” in IFRS, the Oversight Group concluded that this two-tier approach was unnecessary and
could be difficult to apply. It therefore recommends the removal of terms such as “major”, “key”
etc., from the existing standards and replacing them with more considered use of the notions of
material items and material information which are already in IFRS. Do you believe that a two tier
approach to disclosure should be retained or adopted more widely? If so, how would you propose
such an approach be used in conjunction with materiality?

Question 6 — Options on disclosure of accounting policies

Section 1 of the Oversight Group’s report and its proposed changes in IAS 1 propose that those
accounting policies which are required by the standards and do not change from year to year, could
be disclosed separately from the entity’s financial statements, e.g. on that entity’s website. Do you
agree with providing the option to relocate accounting policies from the notes to the financial
statements to a separate information location such as the entity’s website? Do you agree with the
inclusion of accounting policies in the notes to the financial statements only if they relate to changes
in policy?

Question 7 — Disclosure of alternative valuations

Where a particular measurement base has been used (e.g. cost or fair value), some standards require
disclosure of an alternative measurement base. For example, for financial assets or liabilities carried
at amortised cost, IFRS 7 requires disclosure of their fair values. For assets carried at revalued
amounts under IAS 16 or IAS 38, disclosures are required of what the asset’s carrying amount would
have been had the cost model been applied. The Oversight Group concluded that if a particular
measurement base is permitted or required under IFRS, its use therefore must be considered
appropriate. In most cases, there does not appear to be a compelling reason to require additional
disclosures about an alternative measurement base. It therefore proposes deletion of these
disclosures, with the exception of the fair value disclosures for investment property measured at cost
under IAS 40. Do you agree with this approach? If not, when should disclosures on an alternative
measurement base be required?
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Question 8 — Encouraged and example disclosures

Section 1 of the report proposes that lists of encouraged or example disclosures should no longer be
included in standards, as these tend to encourage disclosure even if the associated information is not
material (paragraph 8). Do you agree that standards should no longer include example disclosures or
disclosures which are encouraged but not required?

Question 9 — Reconciliations of opening and closing balances

The Oversight Group proposes that reconciliations between opening and closing balances on
balance sheet items be replaced by a simple requirement to disclose only the amount and nature of
material movements (paragraph 8). Do you agree? If not, what is the purpose of the disclosure of
line items in the reconciliation which are not material?

Question 10 — IFRS 7

The Oversight Group proposes an additional introductory paragraph — paragraph 1A of IFRS 7 - to
emphasise that the nature and extent of financial instruments disclosures is dependent on the
significance of financial instruments to the entity’s business model. Do you agree with this
approach? In particular, does it make sufficiently clear that the level of disclosure will vary
depending on the business model and how an entity uses financial instruments? Will this be
effective in focusing the note disclosures on what is important to the entity and the users of the
entity’s financial statements?

Question 11 — IAS 33

In the conclusion on IAS 33, the Oversight Group questions whether the whole standard on
earnings per share should be withdrawn. It can be argued that it is not necessary or appropriate for
financial reporting standards to mandate the disclosure of particular financial analysis metrics. If
such information is considered useful for listed entities in a particular jurisdiction, the relevant
regulator could specify disclosure requirements. Do you agree that IAS 33 should be withdrawn in
its entirety?

Question 12 — Comments on other specific amendments

The detailed amendments to the disclosure requirements in the standards are set out in Section 2 of
the report. Do you have any comments on the specific amendments proposed to the disclosure
requirements in the standards?

Question 13 — Further changes

Are there any further disclosures that should be deleted?
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Question 14 — Behavioural factors

Section 1 (paragraph 23) discusses some behavioural factors which are said to influence preparers
and auditors in considering the level of disclosures to make. Do you agree that these factors are
relevant? If so, how can they be overcome? Are there any other behavioural factors which need to
be addressed in order to achieve the objective of more meaningful and less detailed disclosures in
financial statements?

Question 15 - More principles based disclosure regime
As suggested by paragraph 24, do you believe it could be workable to move to more of a principles

based disclosure regime in the future, where disclosures are driven more by high level disclosure
objectives and principles and less by prescriptive disclosure requirements?
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