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Dear Sirs: 
 
Re:  Disclosure Initiative—Principles of Disclosure (DP/2017/1)  
 
This letter is the response of the Canadian Accounting Standards Board (AcSB) to the International 

Accounting Standards Board’s (IASB) Discussion Paper, “Disclosure Initiative—Principles of Disclosure” 

issued in March 2017.   

Our process 

As part of our due process for this Discussion Paper, we consulted with over 100 stakeholders across 

Canada through discussions with our IFRS® Discussion Group, User Advisory Council, and Academic 

Advisory Council, and outreach with other stakeholders including preparers, auditors and audit 

committee members. We took into account the results of these discussions when developing this letter.  

Our views  

We commend the IASB for striving to improve communication in financial reporting through its 

Disclosure Initiative project. We agree that better communication of financial information should be a 

central theme of the IASB and we stand ready to support the IASB on this initiative. We are also 

supportive of the IASB’s Principles of Disclosure project, as we think it will assist preparers to apply 

http://www.frascanada.ca/international-financial-reporting-standards/ifrs-discussion-group/about-the-group/index.aspx
http://www.frascanada.ca/accounting-standards-board/members/committees/item55945.aspx
http://www.frascanada.ca/accounting-standards-board/members/committees/item55946.aspx
http://www.frascanada.ca/accounting-standards-board/members/committees/item55946.aspx
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judgment better, communicate information more effectively, and improve the effectiveness of 

disclosures.  

The disclosure problem 

We think that there is a disclosure problem in Canada and globally. We also generally agree with how 

the IASB has described the disclosure problem in the Discussion Paper. However, we think that all those 

involved in the financial reporting process contribute to the disclosure problem, and that the Discussion 

Paper underestimates the extent to which standard setters themselves contribute to the disclosure 

problem. More specifically, we think that the behavioural aspects mentioned in the Discussion Paper 

start from the way the disclosure requirements have been drafted, and are further exacerbated by the 

roles played both by auditors and regulators in their traditional focus on ensuring entities complete the 

list of required disclosures versus applying judgment on those that are material or most relevant. In our 

view, the disclosure problem stems from all of these factors, and developing solutions will require the 

IASB and other standard setters to work with multiple stakeholders including preparers, auditors, 

regulators and users. 

Providing non-IFRS information within the financial statements 

We think that IFRS financial statements are relevant because the information in them is neutral and 

faithfully represented, and they are subject to assurance and regulatory enforcement mechanisms. 

Furthermore, we think that non-IFRS information is most useful when it is reconciled to the nearest IFRS 

measure. Therefore, we have serious concerns with including non-IFRS measures in the financial 

statements, as this information could undermine information in the financial statements that conforms 

with IFRS standards. We also think that allowing non-IFRS information to be included in the financial 

statements could further reduce the relevance of financial statements, and would contradict the IASB’s 

objective of better communication. 

Centralized disclosure objectives 

The Discussion Paper discusses different methods to address the disclosure problem, including the 

development of centralized disclosure objectives. We think that the methods of developing centralized 

disclosure objectives described in the Discussion Paper and the New Zealand Accounting Standards 

Board staff’s suggested approach to drafting disclosure requirements in IFRS Standards have merit.  
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Therefore, we encourage the IASB to test and explore these alternatives further to ensure that any 

changes result in improved financial statement disclosure. We recommend this testing involve 

preparers, auditors, regulators and financial statement users to ensure that the approaches to setting 

disclosure requirements encourage better communication in financial statements. 

Our responses to your questions 

The Appendix to this letter responds to the questions posed in the Discussion Paper and expands on the 

points raised above.  

We would be pleased to elaborate on our comments in more detail if you require.  If so, please contact 

me or, alternatively, Rebecca Villmann, Director, Accounting Standards (+1 416 204‐3464 or email 

rvillmann@acsbcanada.ca) or Andrew White, Principal, Accounting Standards (+1 416 204-3487 or email 

awhite@acsbcanada.ca). 

 
Linda F. Mezon, FCPA, FCA 

CPA (MI) 

Chair, Canadian Accounting Standards Board 

lmezon@acsbcanada.ca 

+1 416 204‐3490 

 

About the Canadian Accounting Standards Board 

We are an independent body with the legal authority to establish accounting standards for use by all Canadian 

publicly accountable enterprises, private enterprises, not-for-profit organizations and pension plans in the private 

sector. We are comprised of a full-time Chair and volunteer members from a variety of backgrounds, including 

financial statement users, preparers, auditors and academics; a full-time staff complement supports our work.   

Our standards 

We have adopted IFRS® Standards as issued by the IASB for publicly accountable enterprises. Canadian securities 

legislation permits the use of U.S. GAAP in place of IFRS in certain circumstances. We support a shared goal among 

mailto:rvillmann@acsbcanada.ca
mailto:awhite@acsbcanada.ca
mailto:lmezon@acsbcanada.ca
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global standard setters of high-quality accounting standards that result in comparable financial reporting outcomes 

regardless of the GAAP framework applied. 

We developed separate sets of accounting standards for private enterprises, not-for-profit organizations and 

pension plans. Pension plans are required to use the applicable set of standards. Private enterprises and not-for-

profit organizations can elect to apply either the set of standards developed for them, or IFRS Standards as applied 

by publicly accountable enterprises.   

Our role vis-à-vis IFRS  

Our responsibility to establish Canadian GAAP necessitates an endorsement process for IFRS Standards. We 

evaluate and rely on the integrity of the IASB’s due process as a whole, and monitor its application in practice. In 

addition, we perform our own due process activities for each new or amended IFRS Standard to ensure that the 

standard is appropriate for application in Canada. We reach out to Canadians on the IASB’s proposals to 

understand and consider their views before deciding whether to endorse a final IFRS Standard. A final standard is 

available for use in Canada only after we have endorsed it as Canadian GAAP.        
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APPENDIX 

 

Section 1 - Overview of the ‘disclosure problem’ and the objective of this project 

Question 1 

Paragraphs 1.5–1.8 describe the disclosure problem and provide an explanation of its causes.  

(a) Do you agree with this description of the disclosure problem and its causes? Why or why not? 
Do you think there are other factors contributing to the disclosure problem? 

(b) Do you agree that the development of disclosure principles in a general disclosure standard (ie 
either in amendments to IAS 1 or in a new general disclosure standard) would address the 
disclosure problem? Why or why not? 

 

Question 2 

Sections 2–7 discuss specific disclosure issues that have been identified by the Board and provide the 
Board’s preliminary views on how to address these issues. 

Are there any other disclosure issues that the Board has not identified in this Discussion Paper that 
you think should be addressed as part of this Principles of Disclosure project? What are they and why 
do you think they should be addressed? 

 

What is the disclosure problem? 

1. We think that there is a disclosure problem in Canada and globally, and generally agree 

with the way this problem is described in paragraph 1.5 of the Discussion Paper. However, 

we think that all those involved in the financial reporting process contribute to the 

disclosure problem, and that the Discussion Paper underestimates the extent to which 

standard setters themselves contribute to the disclosure problem. More specifically, we 

think that the behavioural aspects mentioned in the Discussion Paper start from the way 

the disclosure requirements have been drafted, and are further exacerbated by the roles 

played both by auditors and regulators in their traditional focus on ensuring entities 

complete the list of required disclosures versus applying judgment on those that are 

material or most relevant. In our view, the disclosure problem stems from all of these 
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factors, and developing solutions will require the IASB and other standard setters to work 

with multiple stakeholders including preparers, auditors, regulators and users. 

2. Some IFRS Standards are unclear and do not provide sufficient guidance to allow entities 

applying judgment to decide what information to disclose and how best to communicate 

it. We observe that some standards provide requirements on what information should be 

disclosed but do not explicitly encourage preparers to apply judgment to determine what 

disclosure elements would or would not be relevant to the users of their entity’s financial 

statements. We think the standards should be clearer on this point in order to elicit the 

desired behaviours. In our view, the objective of the standards should be to encourage 

entities to provide relevant and comparable disclosures when applying the same standards 

to similar circumstances. As well, given the prescriptive wording in the standards, auditors 

and regulators tend to emphasize the need for these disclosures from a completeness or 

compliance point of view. Further guidance from the IASB should help alleviate this 

mindset. 

3. We think that the use of prescriptive disclosure requirements and language in IFRS 

Standards (including phrases such as “an entity shall disclose…”) can actually inhibit the 

very behaviour the IASB seeks, by limiting a preparer’s ability to exercise judgment. We 

recommend that the IASB consider revising current disclosure requirements to remove 

terms such as “shall”, as a means of encouraging entities to think about what financial 

statement disclosures are material or most relevant. 

4. We observe that another major cause of the disclosure problem stems from the use of 

generic or boilerplate disclosures. During our outreach activities, we heard that it is 

becoming more challenging for preparers and auditors to comply with relevant disclosure 

requirements specified by IFRS Standards. We also heard that pressures created by 

regulators and investors for entities to communicate more entity-specific information 

contribute to the disclosure problem due to time constraints and cost management 

initiatives. We think that the work effort associated with communicating relevant 

information acts as a constraint. Preparers often point to a work effort that they think is 

disproportionately high in relation to the resulting benefit, when commenting on some 

disclosure requirements. We encourage the IASB, when developing a general disclosure 
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standard, to consider these constraints and how their cumulative effect has contributed to 

the use of generic boilerplate disclosures.  

5. Overall, while we commend the IASB for taking action to find a solution to the disclosure 

problem, we point out that the problem stems from several factors, including the manner 

in which the disclosure requirements are worded, the prescriptive language embedded in 

the standards, resulting behaviours, and time constraints experienced by preparers. As 

these factors are interlinked and only some of them fall within the purview of the IASB, we 

think that it will be challenging for the IASB, alone, to solve these challenges. 

Developing disclosure principles  

6. We think that the development of disclosure principles would be a significant first step 

that would enable others to act. However, we are skeptical about whether disclosure 

principles in a general disclosure standard on its own would completely solve the 

disclosure problem. We think that a solution necessarily involves working with preparers, 

auditors, and securities and prudential regulators, and undertaking multiple initiatives to 

change behaviours.   

7. Furthermore, we think that principles of disclosure should assist preparers and others in 

understanding the objective of disclosure requirements. This would help preparers 

determine whether additional detailed information should be provided to meet the full 

intent of the disclosure principles. 

Competing demands for information 

8. The Conceptual Framework states that the objective of general purpose financial reporting 

is to provide financial information about the reporting entity that is useful to existing and 

potential investors, lenders and other creditors in making decisions. We observe that users 

in today’s financial markets have the ability and tools needed to digest and analyze greater 

volumes of information. As a result, various users with competing demands are seeking to 

gather more information from general purpose financial statements to make better 

decisions. We think that user information needs have led to a rapid growth in disclosure 

volumes, which has contributed to the disclosure problem.  
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9. We think that the IASB is requiring an increasing number of IFRS financial statement 

disclosures that are useful to many different stakeholders who have conflicting needs for 

relevant information. For example, pension disclosures might be relevant information for 

some stakeholders, and yet irrelevant information for other stakeholders. Stakeholders 

who think this information is irrelevant might state that these disclosures are adding to the 

disclosure overload problem.  

10. Overall, we think that the IASB should focus on improving the relevance of information 

disclosed in general purpose financial statements. Such a set of financial statements 

should not and cannot provide all the relevant information needed by all users of financial 

statements. We think the IASB should focus on encouraging entities to provide more 

relevant information in the financial statements to meet the information needs of their 

primary users. As a result, these users would be better able to use the information 

disclosed in the financial statements in tandem with the information from other sources 

outside the financial statements, such as the management commentary, to make better 

resource allocation decisions. 

Co-operate with regulatory bodies to address the disclosure problem 

11. While we recognize that the IASB is primarily responsible for the development and 

publication of IFRS Standards, we note that in some jurisdictions, regulators can also affect 

the disclosures a public company is required to make in one or more of its reporting 

documents. In Canada, various regulators play an integral role in ensuring that investors 

are protected, capital markets operate efficiently, and the stability of the financial system 

is maintained. These regulators may decide to establish additional disclosure requirements 

for reporting documents within their purview in order to meet their regulatory objective. 

12. We observe that securities regulators and accounting standard setters have a shared goal 

of quality disclosures that provide users with relevant, concise and clear information. We 

think the IASB can leverage this shared goal to make better progress on its Disclosure 

Initiative project (including the Principles of Disclosure project), by working jointly with 

other standard-setting and regulatory bodies. For instance, we think that the IASB should 

expand its work on the disclosure problem and co-operate with various regulatory bodies 

such as the International Organization of Securities Commissions, and national standard 
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setters to leverage their knowledge of local financial reporting, regulatory, and legal 

requirements to determine the best approach to deal with the disclosure problem. We 

recommend that the IASB consider using multiple initiatives such as: 

(a) identifying the attributes of information that is considered relevant to an entity; 

(b) developing guidelines on making judgments about disclosures; 

(c) developing illustrative guidance, such as examples of different ways to format and 

communicate information; and 

(d) developing guidelines that focus on the communication of relevant information 

and what would be considered irrelevant information. 

Section 2—Principles of effective communication 

Question 3 

The Board’s preliminary view is that a set of principles of effective communication that entities should 
apply when preparing the financial statements as described in paragraph 2.6 should be developed. 
The Board has not reached a view on whether the principles of effective communication should be 
prescribed in a general disclosure standard or described in non-mandatory guidance. 

The Board is also of the preliminary view that it should develop non-mandatory guidance on the use 
of formatting in the financial statements that builds on the guidance outlined in paragraphs 2.20–
2.22. 

(a) Do you agree that the Board should develop principles of effective communication that entities 
should apply when preparing the financial statements? Why or why not? 

(b) Do you agree with the principles listed in paragraph 2.6? Why or why not? If not, what 
alternative(s) do you suggest, and why? 

(c) Do you think that principles of effective communication that entities should apply when 
preparing the financial statements should be prescribed in a general disclosure standard or 
issued as non-mandatory guidance? 

(d) Do you think that non-mandatory guidance on the use of formatting in the financial statements 
should be developed? Why or why not? 

If you support the issuance of non-mandatory guidance in Question 3(c) and/or (d), please specify the 
form of non-mandatory guidance you suggest (see paragraph 2.13(a)–(c)) and give your reasoning. 

13. We think that developing a set of principles that focuses on how to communicate 

information effectively to investors, lenders and other users of financial statements is 
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important. Furthermore, we think that improving the quality of this communication, 

especially the notes to the financial statements, is critical to maintaining the relevance of 

financial reporting.  

14. Overall, we agree that the IASB should develop a set of principles on effective 

communication that entities should apply when preparing the financial statements. 

Furthermore, we think that these principles would be more effective if included in an 

authoritative standard rather than being provided in non-mandatory guidance. We think 

that some entities already apply many of the principles listed in paragraph 2.6 of the 

Discussion Paper and, therefore, will be hesitant to modify their disclosures further, 

because of the time and effort required to do so. 

15. In developing a set of principles, we think that the objective of these principles should 

focus on the relevance of the information being communicated to users of an entity’s 

financial statements and that any disclosure should be clear, concise, balanced and 

understandable. Therefore, we agree with the principles in paragraph 2.6 of the Discussion 

Paper. We also agree that entities would need to:  

(a) use judgment when applying these principles of effective communication; and  

(b) make trade-offs between some of the principles when preparing their financial 

information.  

16. During our outreach, we often heard that stakeholders find that financial statement 

disclosures are not written in a clear and straightforward manner, and are often difficult to 

read and understand. We heard from some stakeholders that management commentary 

documents explain information more clearly to stakeholders. In Canada, we think that this 

is true because securities regulators explicitly require that management commentaries be 

written, using “plain language”, in a manner that enables users to understand the 

information being disclosed.1,2 Furthermore, if technical terms are used in the 

                                                      
1  CSA Form 51-102F1; Management’s Discussion & Analysis; part 1(n) – plain language  
2  CSA Companion Policy 51-102CP; Continuous Disclosure Obligations; Part 1.5 – Plain Language Principles. 
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management commentary, entities are required to explain the terms in a clear and concise 

manner.  

17. Should the IASB decide to develop a general disclosure standard, we recommend that it 

require entities to apply plain language principles, such as using everyday language and 

avoiding superfluous words and jargon. We encourage the IASB to follow these same 

principles when drafting such a requirement. In our view, preparers do not set out with 

the intention of writing complicated disclosures that are hard to understand. Such an 

outcome can result simply from trying to comply with a standard’s disclosure objectives, or 

because the items and transactions being reported are, themselves, complicated and most 

easily described using the technical terms found in the standard.    

18. In terms of guidance on the use of formatting in the financial statements, we think that any such 

guidance should be flexible enough to allow preparers to tailor their financial statements in the 

most effective way to meet the needs of their users. Therefore, should the IASB decide to provide 

guidance on the use of formatting, we recommend that it constitute non-mandatory guidance either 

in the form of illustrative examples or implementation guidance that accompany, but do not form a 

part of, a general disclosure standard, or a Practice Statement. We do not favour the IASB issuing 

separate education material because those applying it may inappropriately treat it as interpretative 

guidance. Interpretations should only be developed through due process. Educational material is not 

debated by the IASB and has not been exposed for comment. These are key parts of due process.  
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Section 3—Roles of the primary financial statements and the notes 

Question 4 

The Board’s preliminary views are that a general disclosure standard should:  

• specify that the ‘primary financial statements’ are the statements of financial position, 
financial performance, changes in equity and cash flows; 

• describe the role of primary financial statements and the implications of that role as set out 
in paragraphs 3.22 and 3.24; 

• describe the role of the notes as set out in paragraph 3.28, as well as provide examples of 
further explanatory and supplementary information, as referred to in paragraphs 3.26–3.27; 
and 

• include the guidance on the content of the notes proposed in paragraphs 7.3–7.7 of the 
Conceptual Framework Exposure Draft, as described in paragraph 3.7. 

In addition, the Board’s preliminary views are that:  

• it should not prescribe the meaning of ‘present’ as presented in the primary financial 
statements and the meaning of ‘disclose’ as disclosed in the notes; and 

• if it uses the terms ‘present’ and ‘disclose’ when describing where to provide information in 
the financial statements when subsequently drafting IFRS Standards, it should also specify the 
intended location as either ‘in the primary financial statements’ or ‘in the notes’. 

Do you agree with the Board’s preliminary views? Why or why not? If you do not agree, what do you 
suggest instead, and why? 

19. In Canada, the term “primary financial statements” is generally understood. During our 

outreach, stakeholders did not raise concerns with this term. We think that the primary 

financial statements are comprised of the statement of financial position, the statement(s) 

of profit or loss and other comprehensive income, the statement of changes in equity and 

the statement of cash flows as noted in paragraph 3.3(a) of the Discussion Paper. Thus, we 

agree with the IASB’s preliminary view that the term “primary financial statements” in 

addition to the notes is a reasonable description to use when referring to a complete set 

of financial statements.  

20. We also agree with the IASB’s preliminary views on the role of the primary financial 

statements and notes, and the implications of those roles. We observe that stakeholders 

perceive information in the primary financial statements as more relevant and use it more 

frequently to support user decisions as compared with the notes to the financial 

statements. During our outreach, we heard that stakeholders view the notes as being 
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supplemental to the primary financial statements, while still having merit in supporting the 

decisions of stakeholders.  

21. In Canada, we observe that the term “presented” is used to describe information provided 

in the primary financial statements, whereas “disclosed” is used to describe information 

provided in the notes. During our outreach, we did not hear any concerns raised by 

stakeholders in regards to these terms. Therefore, we think these terms are understood 

and appropriately applied in practice and that it is not necessary for the IASB to define 

these terms.  

22. We agree that going forward, when drafting IFRS Standards, if the standard uses the terms 

“present” and/or “disclose” when describing where to provide information in the financial 

statements, it would be helpful to also specify the intended location as either ‘in the 

primary financial statements’ or ‘in the notes’. 

Section 4—Location of Information 

Question 5 

The Board’s preliminary view is that a general disclosure standard should include a principle that an 
entity can provide information that is necessary to comply with IFRS Standards outside financial 
statements if the information meets the requirements in paragraphs 4.9(a)–(c). 

(a) Do you agree with the Board’s preliminary view? Why or why not? If you do not agree, what 
alternative(s) do you suggest, and why? 

(b) Can you provide any examples of specific scenarios, other than those currently included in 
IFRS Standards (see paragraphs 4.3–4.4), for which you think an entity should or should not 
be able to provide information necessary to comply with IFRS Standards outside the 
financial statements? Why? Would those scenarios meet the criteria in paragraphs 4.9(a)–
(c)? 

 

23. Financial statements represent only one source stakeholders look to for information 

needed to make economic decisions. Based on discussions with our Academic Advisory 

Council, we heard that academic research suggests that users are primarily concerned with 
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obtaining the information they need; and that users will utilize information in their 

decision-making process even if it is located outside the financial statements.   

24. However, we heard from users that they place enhanced reliance on information 

presented or disclosed in the financial statements as the information is audited. But they 

acknowledge that the majority of their information comes from other sources, all of which 

are unaudited. Therefore, we think that a general disclosure standard should provide clear 

articulation of the information that is required to be included in financial statement 

disclosures as this will impact the scope of what is audited. We also think that this would 

assist stakeholders in determining where best to include various types of disclosures. 

25. Currently, IFRS Standards allow entities to provide specified IFRS information outside the 

financial statements (e.g., IFRS 7 Financial Instruments: Disclosures). However, the practice 

of cross-referencing to relevant financial statement disclosures outside the financial 

statements is not common in Canada outside of the financial services sector. During our 

outreach, we heard from several stakeholders, and we agree, that guidance on cross-

referencing would not have much effect on alleviating the disclosure problem.  

26. Overall we:  

(a) think that financial statements should stand on their own, and users of financial 

statements should not need to look at other documents to get relevant IFRS 

information; and 

(b) are concerned that cross-referencing could be overused, and would create further 

disclosure problems as the financial statements would be confusing and difficult to 

follow (i.e., circular references, never-ending links, etc.). 

27. We do not support the view of including information necessary to comply with IFRS 

Standards outside the financial statements. However, if the IASB chooses to develop a 

general disclosure standard and includes a principle that information necessary to comply 

with IFRS standards can be provided outside the financial statements when some 
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requirements are met, we generally agree with the IASB’s preliminary views in paragraphs 

4.9(a)-(c).  

28. The term “annual report” is not defined in IFRS Standards. However, the term “annual 

reporting package” is defined in the Exposure Draft of the proposed amendments to IFRS 8 

and IAS 34, issued in March 2017. We note that the description of the term “annual 

reporting package” is broader than that of the annual report as referenced in paragraph 

4.10. We think that potential confusion may arise from the use of similar terms that are 

defined differently to describe an annual report.  

29. We note that there are inconsistencies between the description of annual report proposed 

in the Discussion Paper and the definition of annual report used in ISA 720 (Revised), The 

Auditor’s Responsibilities Related to Other Information. We encourage the IASB to describe 

an annual report for accounting purposes similarly to how it is defined in auditing 

guidance. 

30. The IASB’s preliminary view is that an annual report is a single reporting package that 

includes an entity’s financial statements and that any principle should only allow cross-

referencing to information located within the annual report. This view assumes that the 

management commentary and the financial statements are filed together as part of the 

annual report. However, in Canada we observe that management commentary documents 

are often filed separately from the financial statements, as permitted by our securities 

laws. Therefore, unless Canadian securities requirements are changed, Canadian entities 

may be precluded from cross-referencing their financial statements to IFRS information 

contained outside their financial statements.  

31. We think that in developing a set of principles, the IASB should develop clear guidance on 

when financial information can be cross-referenced to information outside the financial 

statements. Furthermore, we think that the criteria noted in paragraph 4.9(b), whereby 

information can be cross-referenced outside the financial statements if it “makes the 
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annual report as a whole more understandable”, is unclear and would be challenging to 

apply in practice.  

32. The IASB’s mandate is to develop and approve IFRS Standards used in financial statements 

prepared in accordance with IFRS. We question whether the IASB has the authority to 

prescribe any disclosure guidance on other corporate reporting documents, which is 

usually the mandate of a jurisdiction’s regulatory authorities. Therefore, we encourage the 

IASB to work with national standard setters and regulators to implement such a change. 

33. The Discussion Paper suggests that IFRS information outside the financial statements must 

be clearly identified and incorporated in the financial statements by means of a cross-

reference that is made in the financial statements (paragraph 4.9(c)). We are aware that 

some Canadian entities currently cross-reference their financial statements to IFRS 

information outside the financial statements. In general, we observe that these companies 

are large and have robust financial reporting departments. Furthermore, as a result of our 

outreach, we understand that the information that has been cross-referenced is clearly 

identified by these entities in the management commentary report, making it possible for 

the auditor to provide assurance on the information, and that the management 

commentary report is filed concurrently with the financial statements. That said, some 

auditors we consulted think it will be challenging to provide assurance on information not 

located within the confines of the financial statements because they are concerned that 

the information may not be clearly marked or appropriately segregated.  

34. The users we consulted expressed concern that cross-referencing financial statements to 

IFRS disclosures outside the financial statements may make the financial statements 

fragmented and difficult to understand. In particular, users said they find it difficult to 

discern which information is audited versus unaudited. During our outreach activities, 

users shared a strong preference for all IFRS information to be included in the financial 

statements, as they want to be able to access all IFRS information in one place. They also 

shared that they do not want to be referred to other documents, outside the financial 

statements, to find information. We think that given these concerns, the IASB should 

consider the audit implications of cross-referencing information outside the financial 

statements. Moreover, we think that the IASB should conduct further work with audit and 
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regulatory bodies to better understand the audit, regulatory and legal implications in 

different jurisdictions. 

35. During our outreach with users, we learned that many users have a general lack of 

understanding regarding the level of assurance provided on corporate reporting 

documents such as the management commentary. Therefore, we think that encouraging 

entities to cross-reference to more IFRS disclosures outside the financial statements may 

exacerbate this confusion. 

 

Question 6 

The Board’s preliminary view is that a general disclosure standard:  

• should not prohibit an entity from including information in its financial statements that it 
has identified as ‘non-IFRS information’, or by a similar labelling, to distinguish it from 
information necessary to comply with IFRS Standards; but 

• should include requirements about how an entity provides such information as described 
in paragraphs 4.38(a)–(c). 

Do you agree with the Board’s preliminary view? Why or why not? If you do not agree, what 
alternative(s) do you suggest, and why? 

 

Question 7 

The Board did not discuss whether any specific information—for example, information that is 
inconsistent with IFRS Standards—should be required to be identified as described in paragraphs 
4.38(a)–(c) or should be prohibited from being included in the financial statements. 

Do you think the Board should prohibit the inclusion of any specific types of additional information 
in the financial statements? If so, which additional information, and why? 

 

36. We disagree with the IASB’s preliminary view that a general disclosure standard should 

allow an entity to include information in its financial statements that it has identified as 

non-IFRS information. In particular, we think the IASB should develop strict boundaries 

that prohibit the use of non-IFRS information that is inconsistent with or contradicts IFRS 

information.  

37. Non-IFRS information should not be included in the financial statements, as it could 

undermine other information in the financial statements that conforms with IFRS 
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Standards. We think that allowing non-IFRS information to be included in the financial 

statements could further reduce the relevance of financial statements, and would 

contradict the IASB’s objective, in the Disclosure Initiative project, of better 

communication. 

38. In addition, we think it might be challenging for the IASB to limit the type of non-IFRS 

information, such as performance measures, to be included in the financial statements. 

We observe that in several jurisdictions, performance measures are within the purview of 

regulators who set out how non-IFRS information is included and presented in annual 

reports. In Canada, our securities regulators require entities to: 

(a)  provide clear quantitative reconciliations from non-IFRS financial measures to the 

most directly comparable measure specified, defined or determined under IFRS 

and presented in the financial statements (CSA staff notice 52-306 (revised): Non-

GAAP Financial Measures); and 

(b) restate comparative information when revising calculations of non-IFRS measures. 

We encourage the IASB to consider providing similar guidance in its IFRS Practice Statement 

Management Commentary to assist other jurisdictions that may not have such guidance. 

39. From our outreach activities, we heard from our User Advisory Council that users are also 

concerned with including non-IFRS information in entities’ general purpose financial 

statements, even if the information is clearly identified as not being prepared in 

accordance with IFRS standards. Council members think such information will make the 

financial statements fragmented and difficult to understand as well as make it difficult to 

discern which information is audited versus unaudited. Users shared a strong preference 

that only audited IFRS information should be included in the financial statements because 

this information is reliable.  

40. We also have serious concerns about auditors’ ability to provide assurance on non-IFRS 

information included in financial statements. We think that if there is no underlying 

framework available to measure non-IFRS information, then auditors would not be able to 

provide assurance on these measures. We strongly encourage the IASB to consider 

http://www.osc.gov.on.ca/documents/en/Securities-Category5/csa_20160114_52-306_non-gaap.pdf
http://www.osc.gov.on.ca/documents/en/Securities-Category5/csa_20160114_52-306_non-gaap.pdf
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working jointly with the International Auditing and Assurance Board to address the idea of 

including non-IFRS information in the financial statements, in order to better understand 

the audit implications.  

Section 5— Use of performance measures in the financial statements 

Question 8 

The Board’s preliminary views are that it should: 

 clarify that the following subtotals in the statement(s) of financial performance 
comply with IFRS Standards if such subtotals are presented in accordance with 
paragraphs 85–85B of IAS 1: 

 the presentation of an EBITDA subtotal if an entity uses the nature of 
expense method; and 

 the presentation of an EBIT subtotal under both a nature of expense 
method and a function of expense method. 

 develop definitions of, and requirements for, the presentation of unusual or 
infrequently occurring items in the statement(s) of financial performance, as 
described in paragraphs 5.26–5.28. 

a) Do you agree with the Board’s preliminary views? Why or why not? If you do not 
agree, what alternative action do you suggest, and why? 

b) Should the Board prohibit the use of other terms to describe unusual and 
infrequently occurring items, for example, those discussed in paragraph 5.27? 

c) Are there any other issues or requirements that the Board should consider in addition 
to those stated in paragraph 5.28 when developing requirements for the presentation 
of unusual or infrequently occurring items in the statement(s) of financial 
performance? 

The feedback on Question 8 will be considered as part of the Board’s Primary Financial Statements 

project. 

 

Presentation of EBIT and EBITDA as subtotals 

41. As a standard setter, we think that the requirements in paragraph IAS 1.85 are clear in 

terms of when an entity should present additional line items, headings and subtotals in the 

statement of profit or loss. Therefore, we would have expected that there is no need to 

identify EBIT or EBITDA as being subtotals that comply with IFRS. Furthermore, we observe 

that some entities already disclose EBIT and EBITDA in their segment notes as the measure 
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of profit or loss used by the Chief Operating Decision Maker. We also think there are other 

subtotals, including operating income or net asset value for investment funds, that are 

more pervasive than EBIT or EBITDA. Therefore, we encourage the IASB, as part of its 

Primary Financial Statements project, to consider the relevance of performance measures 

more holistically across a broader group of industries.  Accordingly, we accept that a 

standardized definition of EBIT may be useful if it can be properly defined to ensure 

consistency of application.   

42. We observe that EBIT and EBITDA are often adjusted by entities to include or exclude 

other non-cash items. We also note that these adjusted measures are sometimes not 

identified as “adjusted” and simply referred to as EBIT or EBITDA. Furthermore, based on 

our outreach, we heard from stakeholders that it is common to look at different sets of 

financial statements, prepared by different entities in the same industries, and find similar 

measures calculated differently. The IASB has tentatively decided, as part of its Primary 

Financial Statements project, to prioritize introducing into the statement(s) of financial 

performance subtotals that facilitate comparisons between entities, such as EBIT. We 

encourage the IASB to also work with others, such as regulators, to achieve comparable 

applications. 

Presentation of unusual and infrequently occurring items 

43. We think that using current (and past) financial performance as the base from which to estimate 

future financial performance is difficult when future activities of the business may differ from those 

in the past. This may be because:  

(a) of acquisitions, major expansions, divestments or similar events; 

(b) the base includes certain items or transactions that are expected to be unusual or 

infrequently occurring; and 

(c) of uncertainties about the likelihood of future events and transactions.   
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44. Determining whether an item is unusual or infrequently occurring is not always clear and 

individual users often have different views. In our view, this judgment is the responsibility 

of the user, not the preparer, of financial statements.  

45. We do not agree that IFRS should permit the separate presentation of unusual or 

infrequently occurring items in the statement(s) of financial performance because we 

think that subjective classifications such as these would be difficult for: 

(a) preparers to apply in practice, leading to confusion and diversity; and 

(b) auditors to audit because of the significant degree of management judgment.  

46. Furthermore, we think that it will be difficult to determine a conceptual basis for deciding 

whether an item is unusual or infrequently occurring.  

47. In Canada, we have securities regulatory guidance on when an entity should or should not 

describe an event or transaction as non-recurring, infrequent or unusual in its 

Management Discussion and Analysis. Currently, some entities regularly report items as 

unusual or infrequent. We think such presentation is misleading and reduces the reliability 

of reported earnings. We also heard during our outreach that it is difficult for regulators to 

enforce the appropriate use of these classifications, despite having clear rules set out in 

securities regulation. Therefore, we think that introducing guidance on the separate 

presentation of unusual or infrequently occurring items would have minimal benefit in 

alleviating the disclosure problem. 

48. Based on outreach with our Academic Advisory Council, we learned that academic 

research suggests management will choose presentation alternatives, when applying 

judgment, to present items or transactions with an unfavourable effect below an income 

subtotal to achieve its reporting objective. Therefore, we are concerned that an entity 

would identify transactions as unusual or infrequently occurring to achieve a desired 

reporting outcome.   

49. We agree that some users of financial statements may find the separate presentation of 

unusual or infrequently occurring items in the statement(s) of performance helpful in 
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making forecasts about an entity’s future cash flows. Yet, the users we consulted were 

concerned that this type of information is subject to significant management judgment 

and bias that reduces the reliability of the information. They also expressed concern that 

management’s judgment of whether a transaction is unusual or infrequently occurring is 

not measurable nor objective. Therefore, the users we consulted expressed the view that 

this information more appropriately belongs in documents outside IFRS financial 

statements, such as management commentary documents. 

50. We also think that transactions identified as unusual or infrequently occurring result from 

normal business risks faced by an entity and, therefore, do not warrant separate 

presentation in the statement(s) of financial performance. Furthermore, we agree with 

paragraph IAS 1.BC63 that “the nature or function of a transaction or other event, rather 

than its frequency, should determine its presentation within the income statement.” 

51. We recommend that the IASB prohibit the use of subjective classifications that describe a 

transaction based on its frequency as opposed to its nature or function. Specifically, we 

think the IASB should prohibit the use of terms such as “unusual”, “infrequently 

occurring”, “nonrecurring”, and “extraordinary” to describe transactions in an entity’s IFRS 

financial statements. 

52. That said, we think that users of financial statements would benefit from understanding 

the degree of variability between management’s estimates and actual results. Overall, we 

think that this information provides users with insight into the accuracy of management’s 

past estimates and to some extent the reliability of current estimates. Therefore, we 

encourage the IASB to explore alternative methods by which an entity could communicate 

whether current period amounts represent the remeasurement of prior period estimates 
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and to assess whether this information improves a user’s ability to predict an entity’s 

future performance or cash flows. 

Question 9 

The Board’s preliminary view is that a general disclosure standard should describe how 

performance measures can be fairly presented in financial statements, as described in paragraph 

5.34. 

Do you agree with the Board’s preliminary view? Why or why not? If you do not agree, what 

alternative action do you suggest, and why? 

 

53. Some jurisdictions, such as Canada, have advanced securities regulatory environments 

that regulate the disclosure of additional non-IFRS measures. We encourage the IASB to 

consider the experience of these jurisdictions to better understand how preparers have 

used additional performance measures.   

54. Overall, we are concerned that management-derived performance measures are not 

neutral and that these measures may reduce the relevance of the financial statements. In 

our experience, additional performance measures used by management generally improve 

the financial performance of an entity. Most often, these measures adjust to remove costs 

that management deems irrelevant to the entity’s operations. We rarely see measures 

that remove income from the portrayal of an entity’s performance. Also, based on our 

outreach with our Academic Advisory Council, we heard that academic research suggests 

that management’s additional or adjusted performance measures, on average, 

significantly outperform the closest IFRS or non-adjusted measure.  

55. Furthermore, during our outreach, we heard from users that:  

(a) financial statements are relevant because they are derived from a strong core 

accounting framework;  

(b) additional performance measures are only relevant when they are compared 

to subtotals specified in IFRS Standards; 
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(c) mixing subtotals specified in IFRS Standards with additional performance 

measures may create confusion; and 

(d) mixing audited and unaudited information within the financial statements may 

create confusion.  

56. Therefore, while we commend the IASB for trying to address concerns raised by users 

regarding financial statement performance measures, we think such disclosure should not 

be permitted in IFRS (unless required by IAS 1, Presentation of Financial Statements). As 

such, we recommend that any additional non-authoritative guidance on non-IFRS 

measures should be provided in the context of management commentary reporting, to 

help those jurisdictions that, unlike Canada, do not have such guidance.   
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Section 6— Disclosure of accounting policies 

Question 10 

The Board’s preliminary views are that: 

 a general disclosure standard should include requirements on determining which 
accounting policies to disclose as described in paragraph 6.16; and 

 the following guidance on the location of accounting policy disclosures should be 
included either in a general disclosure standard or in non-mandatory guidance (or 
in a combination of both): 

o the alternatives for locating accounting policy disclosures, as described in 
paragraphs 6.22–6.24; and 

o the presumption that entities disclose information about significant 
judgements and assumptions adjacent to disclosures about related 
accounting policies, unless another organisation is more appropriate. 

a) Do you agree with the Board’s preliminary view that a general disclosure standard 
should include requirements on determining which accounting policies to disclose 
as described in paragraph 6.16? Why or why not? If you do not agree, what 
alternative proposal(s) do you suggest, and why? 

b) Do you agree with the Board’s preliminary view on developing guidance on the 
location of accounting policy disclosures? Why or why not? Do you think this 
guidance should be included in a general disclosure standard or non-mandatory 
guidance (or in a combination of both)? Why? 

If you support the issuance of non-mandatory guidance in Question 10(b), please specify the form 

of non-mandatory guidance you suggest (listed in paragraphs 2.13(a)–(c)) and give your reasoning. 

 

Which accounting policies to disclose 

57. Accounting policies have a significant impact on the reported financial performance of an 

entity. Therefore, we think that it is important for users of financial statements to 

understand the accounting policies used by an entity. 

58. Overall, we agree with the IASB’s preliminary view that a general disclosure standard 

should include requirements on determining which accounting policies an entity should 

disclose in its financial statements.   

59. We also think that an entity’s disclosure of its accounting policies is most useful when 

done in an entity-specific way that describes how the entity applied the standard. Thus, we 
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think that accounting policy notes that, in effect, simply explain what the IFRS requirement 

is, are not necessarily as useful to users. 

60. We agree that a general disclosure standard should clarify that an entity is required to 

disclose only those policies necessary to understand the financial statements. However, 

we think that an entity’s disclosure of Category 3 accounting policies does not necessarily 

obscure material information nor make the financial statements more difficult to 

understand. Furthermore, we think that in some cases, disclosure of Category 3 

accounting policies may enhance users’ understanding of an entity’s financial statements.  

For example, although Category 3 accounting policies may not be material, their disclosure 

may be useful to users: 

(a) when comparing the results of multiple entities; or 

(b) when referring to statements prepared using different accounting frameworks. 

61. Investors around the world face the challenge of understanding multiple accounting 

frameworks. Therefore, we think that an entity should be encouraged to disclose all accounting 

policies that in its judgment enhance a reader’s ability to understand its financial statements.   

62. We think that it is unclear whether preparers would change their current accounting policy 

disclosure behaviour as the result of the IASB including requirements on which accounting 

policies to disclose. Overall, we think that an entity that has historically disclosed 

Category 3 accounting policies may be hesitant to remove them because of the time and 

effort required to assess whether the policy needs to be included or not; or to avoid push-

back from auditors or regulators regarding the exclusion of the policy. 

Location of accounting policy disclosures 

63. Preparers of financial statements sometimes locate accounting policy disclosures:  

(a) all in a single note; 

(b) individually, in the same note as the information to which the policy relates; or  

(c) using a combination of (a) and (b). 
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64. We heard, during our outreach with users, that:  

(a) they are not concerned with the location of accounting policy disclosures; and 

(b) changing or standardizing the location of accounting policy note disclosures 

would not improve the usability of the financial statements. 

65. Therefore, we do not agree with the IASB’s preliminary view in paragraph 6.24 of the 

Discussion Paper that “if an entity chooses to disclose any Category 3 accounting policies, 

it could consider separating them from its significant accounting policies to help users of 

financial statements to identify the most important information …”. Furthermore, we think 

that disclosing significant judgments and assumptions used in applying an accounting 

policy adjacent to the disclosure about that accounting policy would not necessarily 

improve the usability of the financial statements.  

66. We agree that it may be useful to users of financial statements to understand which 

accounting policies are Category 1. However, we think that the usefulness of this 

information is limited unless the entity provides additional context. For example, an entity 

identifying that it made a choice among accounting policy alternatives may be useful, but 

only provides limited information. We think that this information would be more useful if 

the entity:  

(a) identified that it made an accounting policy choice; and  

(b) provided an explanation of why it made the choice it did. 

67. We think that guidance on the location of accounting policy disclosures should be non-

mandatory because we think that guidance on this topic: 

(a) needs to be flexible enough to allow preparers to tailor their financial 

statements to meet the needs of users; and 

(b) would not improve the usability of financial statements. 

68. Therefore, we encourage the IASB to issue non-mandatory guidance, in the form of a Practice 

Statement, in order to encourage better ways to communicate an entity’s accounting policies.  We 
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do not favour the IASB issuing separate education material because those applying it may 

inappropriately treat it as interpretative guidance. Interpretations should only be developed through 

due process. Educational material is not debated by the IASB and has not been exposed for 

comment. These are key parts of due process.  

Section 7— Centralised disclosure objectives 

Question 11 

The Board’s preliminary view is that it should develop a central set of disclosure objectives 

(centralised disclosure objectives) that consider the objective of financial statements and the role 

of the notes. 

Centralised disclosure objectives could be used by the Board as a basis for developing disclosure 

objectives and requirements in Standards that are more unified and better linked to the overall 

objective of financial statements. 

Do you agree that the Board should develop centralised disclosure objectives? Why or why not? If 

you do not agree, what alternative do you suggest, and why? 

 

69. We observe that the IASB has included standards-level disclosure objectives in IFRS 

Standards issued more recently. However, we think that it is unclear whether the 

existence of these disclosure objectives has made it easier for stakeholders to exercise 

judgment in deciding what information should be disclosed. Therefore, we encourage the 

IASB to gather evidence to support the inclusion of disclosure objectives based on whether 

such inclusion has enabled preparers to focus on communicating better the information 

users of financial statements need.  

70. We agree that a central set of disclosure objectives that consider the objectives of financial 

statements and the role of the notes would: 

(a) provide a consistent basis for determining disclosure objectives in individual 

standards; and 

(b) increase the transparency of how the IASB developed new disclosure objectives 

and requirements. 
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71. However, we think it is unclear whether centralized disclosure objectives would address 

the issues identified by the IASB in paragraphs 7.5-7.6 of this Discussion Paper.  

Question 12 

The Board has identified, but not formed any preliminary views about, the following two methods 

that could be used for developing centralised disclosure objectives and therefore used as the basis 

for developing and organising disclosure objectives and requirements in Standards: 

 focusing on the different types of information disclosed about an entity’s assets, 

liabilities, equity, income and expenses (Method A); or 

 focusing on information about an entity’s activities to better reflect how users 

commonly assess the prospects for future net cash inflows to an entity and 

management’s stewardship of that entity’s resources (Method B). 

a) Which of these methods do you support, and why? 

b) Can you think of any other methods that could be used? If you support a different 

method, please describe your method and explain why you think it might be 

preferable to the methods described in this section. 

Methods A and B are in the early stages of development and have not been discussed in detail by 

the Board. We will consider the feedback received on this Discussion Paper about how centralised 

disclosure objectives might best be developed before developing them further. 

 

72. We think that there is merit in investigating both methods of developing centralized 

disclosure objectives. Furthermore, we agree that there are advantages and disadvantages 

to each method as described in paragraphs 7.20-7.21 and 7.32-7.33 of the Discussion 

Paper. We also agree that Method B will be a significant change to the IASB’s current 

approach to providing disclosure requirements and the way stakeholders apply those 

requirements. Therefore, we encourage the IASB to evaluate whether the benefits 

outlined in paragraph 7.32 of the Discussion Paper:  

(a) may be realized; and  

(b) outweigh the costs to preparers to generate the information. 
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73. Preliminarily, we think that the IASB might consider a hybrid of Methods A and B for the 

development of centralized disclosure objectives because we think this approach most 

closely aligns with the objective of financial statements in Paragraph 3.4 of the Conceptual 

Framework Exposure Draft: 

“… to provide information about an entity’s assets, liabilities, equity, income 

and expenses that is useful to users of financial statements in assessing the 

prospects for future net cash inflows to the entity and in assessing 

management’s stewardship of the entity’s resources.” 

74. Furthermore, we think a hybrid of Methods A and B for the development of centralized 

disclosure objectives may provide the IASB with flexibility to set standards-level disclosure 

requirements that are consistent with the role of notes, described in paragraph 3.28 of the 

Discussion Paper. 

Question 13 

Do you think that the Board should consider locating all disclosure objectives and requirements in 

IFRS Standards within a single Standard, or set of Standards, for disclosures? Why or why not? 

 

75. We observe that the disclosure requirements in IFRS 12 Disclosure of Interests in Other 

Entities, when arranged by topic, avoided duplicative disclosure requirements, which we 

think improved the consistency of these IFRS disclosure requirements. However, we 

observe that these disclosure requirements continue:  

(a) to be standard-specific; and  

(b) require granular disclosure of information about an entity’s interests in other 

entities. 

76. Therefore, we think it is unclear whether locating disclosure requirements in a single 

standard or a set of standards, or including a disclosure objective in a standard, is more 

user friendly or results in more useful information being disclosed in an entity’s financial 

statements. 
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77. We heard, during our outreach, that many entities use disclosure checklists to obtain a 

single document of all standards-level disclosure requirements. Therefore, we encourage 

the IASB to obtain feedback from preparers regarding their use of topic based disclosure 

standards, including IFRS 12, to understand whether the format of these standards is more 

user friendly. 

Section 8— New Zealand Accounting Standards Board staff’s approach to drafting disclosure 

requirements in IFRS standards 

Question 14 

This section describes an approach that has been suggested by the NZASB staff for drafting 

disclosure objectives and requirements in IFRS Standards. 

(a) Do you have any comments on the NZASB staff’s approach to drafting disclosure objectives and 

requirements in IFRS Standards described in this section (the main features of the approach are 

summarised in paragraph 8.2 of this section)? 

(b) Do you think that the development of such an approach would encourage more effective 

disclosures? 

(c) Do you think the Board should consider the NZASB staff’s approach (or aspects of the approach) 

in its Standards-level Review of Disclosures project? Why or why not? 

Note that the Board is seeking feedback on the NZASB staff’s overall approach, rather than 

feedback on the detailed drafting of the paragraphs on the use of judgement in the NZASB staff’s 

example 1 or the detailed drafting of the specific disclosure requirements and objectives included 

in the NZASB staff’s examples 2 and 3. In addition, the Board is not seeking feedback on where 

specific disclosure objectives and requirements should be located in IFRS Standards (except as 

specifically requested in Question 13). 

 

78. We commend the New Zealand Accounting Standards Board (NZASB) and its staff for 

exploring alternatives to:  

(a) address the disclosure problem; and  

(b) encourage more effective disclosures in financial statements.  

79. Overall, we think that the NZASB staff’s approach has merit and warrants further work by 

the IASB to explore and test the approach.  We think that providing an overall objective of 
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a standard’s disclosure requirements, in addition to sub-objectives, may assist preparers in 

making judgments in terms of what disclosures are needed. Furthermore, we think that a 

two-tiered approach to disclosure requirements:  

(a) provides entities with flexibility to exercise judgment as to what information is 

needed to meet the overall disclosure objective; 

(b) may help preparers to determine what disclosures are most useful to financial 

statements users; and 

(c) may encourage preparers to exclude information that is not relevant. 

80. For example, we think that a two-tiered approach might help entities to apply judgment 

when determining which IFRS 13 Fair Value Measurement Level 3 disclosure requirements 

are material or necessary given the relative importance of the item or transaction to the 

reporting entity. 

81. Furthermore, we think that using less prescriptive language including avoiding phrases 

such as “an entity shall disclose” or “as a minimum” may help to change preparer, auditor 

and regulator behaviour and reduce the likelihood of them applying a checklist mentality 

to financial statement notes. 

82. We think that there are elements of the NZASB staff’s approach that need to be further 

developed. Specifically, we think that the IASB, when considering the NZASB staff’s 

approach, should consider how terms such as “relative importance” should be defined 

because we think that such terms, which provide preparers flexibility when preparing 

financial statement notes, may reduce comparability. 

83. We encourage the IASB to conduct testing on any approach it considers, including the 

NZASB staff’s approach to developing disclosure requirements, to ensure that the changes, 

on average, result in improved financial statement disclosure. We envision this testing 

involving preparers, auditors, regulators and users. 
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Question 15 

Some stakeholders say that the way that disclosures are drafted in IFRS Standards might contribute 

to the ‘disclosure problem’, as described in Section 1. Some cite in particular the absence of clear 

disclosure objectives and the presence of long lists of prescriptively written disclosure 

requirements in Standards (see paragraph 8.4). 

Nevertheless, other stakeholders observe that specific disclosure requirements might be simpler to 

use than applying judgement when determining how to meet disclosure objectives. 

Do you think the way the Board currently drafts IFRS Standards contributes to the disclosure 

problem? Please give your reasoning. If you think the current drafting contributes to the disclosure 

problem, please provide examples of where drafting in Standards could be improved and why. 

 

84. We think that standard setters, themselves, contribute to the disclosure problem in the 

way that they draft accounting standards. Furthermore, we observe that some standards 

provide granular disclosure requirements on what information should be disclosed but do 

not explicitly encourage preparers to apply judgment to determine what disclosure 

elements would or would not be relevant to the users of their entity’s financial 

statements. Please see our responses to the questions from Section 1 of the Discussion 

Paper included in paragraphs 1 – 12 of this Appendix, which further support our reasoning. 

 

 


