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January 9, 2018 
Mr. Hans Hoogervorst, Chairman 
International Accounting Standards Board 
30 Canon Street 
London 
EC4M 6XH 
United Kingdom 

By email to: Commentletters@IFRS.org 

Attention: Hans Hoogervorst, Chairman 

Dear Mr. Hoogervorst: 

Re  Exposure Draft 2017/5:  
Accounting Policies and Accounting Estimates (Proposed Amendments to IAS 8)  

I broadly agree with the objective stated and the changes proposed, except as set out below. 

QUESTION 2 

Including a definition of accounting estimates is an improvement to the clarity of the standard and will aid 
in its application to events and circumstances.  

DISAGREEMENT 

The proposed definition states that a judgement is an accounting estimate.  That definition is not helpful 
because judgements are made at different times in the preparation process: judgements are both decisions 
to be made in determining accounting policies, and are also inputs to the estimation process.   

Note that IAS 1, Presentation of Financial Statements, makes explicit the distinction between the two types 
of judgement exercised: “An entity shall disclose, along with its significant accounting policies or other 
notes, the judgements, apart from those involving estimations…, that management has made…” (IAS 
1.122). 

Using the same word for both steps in the preparation process, without making the distinction clear, may 
cause confusion amongst some preparers. 

PROPOSITION 

The standard does make the distinction in the Basis for Conclusions at paragraphs BC12 and 13.  I suggest 
that the difference be made transparent in the definition itself and not be relegated to the Basis for 
Conclusions.   
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I propose that the definition at IAS 8.5 of the Exposure Draft be amended as follows: 

“Accounting estimates are judgements or assumptions used in applying an accounting policy when, 
because of estimation uncertainty, variability in an item in the financial statements means that it cannot be 
measured with precision.  The exercise of judgement and use of assumptions are examples of inputs to the 
estimation process.” 
 
Yours truly, 
 

Rhodes Professional Corporation 
Chartered Professional Accountant 
Paul Rhodes BSc, MA, CPA CA, FCA (ICAEW) 
 


