
Ballamy LLP’s comments on the IASB’s discussion paper entitled “A review of the conceptual 

framework for financial reporting” 

 

Paragraph 7.33 describes the objectives of the notes to a set of financial statements and observes 

that one of these objectives is to provide additional useful information about the reporting entity’s 

assets and liabilities.   

The following paragraph correctly explains that information that is useful includes information which 

helps users of the financial statements to understand “the amount, timing and uncertainty of an 

entity’s future net cash inflows”.   

Despite the IASB proposing to abandon its existing definitions of assets and liabilities which include 

references to the expected inflows and outflows of economic benefits (see page 7), the timing of the 

realisation of an entity’s assets and of the settlement of its liabilities is very likely to be information 

which users of financial statements would find useful.   

Paragraph 7.35 explains the nature of the disclosures that the IASB believes would assist users, but 

not one of these disclosures mentions the timing of the realisation of assets and the settlement of 

liabilities which existed at the financial reporting date.  This is a serious omission.   

The statement in paragraph 7.39 that “forward-looking information is subjective and requires the 

exercise of professional judgement” is a statement of the obvious.  The same could be said of every 

set of financial statements because of the inclusion, for example, of estimated amounts which do 

not lend themselves to objective measurement.   

I agree with the IASB’s view (as stated in paragraph 7.39) that it should require forward-looking 

information to be included in the notes to the financial statements only if it provides relevant 

information about assets and liabilities that existed at the end of, or during, the reporting period.  

Paragraph 7.39 continues by stating that “if the measurement of an asset or a liability is based on 

future cash flows, information about the methods, assumptions and judgements used to estimate 

those cash flows is needed [to be disclosed] in order to understand the reported measures”.  This 

statement is true.   

However, there is no indication that the IASB proposes to require the notes to an entity’s financial 

statements to disclose the time profiles over which the management of the reporting entity expects 

the individual components of the entity’s period-end current assets and current liabilities to be 

realised and settled respectively (even though the measurement of all of these components is 

based, either directly or indirectly, on future cash flows).   

This information would be useful to users of an entity’s financial statements, and the IASB should 

require such disclosure when setting future Standards or revising existing Standards.  Graphical 

representations of expected inward/outward cash flows for individual components would provide 

useful information to users about many associated aspects of the entity’s financial statements such 

as the entity’s very-short-term liquidity and the apparent prudence of its policy for the recognition 

of revenue.  The requirement for such disclosure should deter balance sheet window-dressing. 



The cost to financial statements’ preparers of disclosing such information would be expected to be 

negligible because, by the time the entity’s financial statements are ready for publication, much of 

this information would be known and that which would not be known by the time of publication 

should be readily capable of reliable estimation based on the entity’s cash flow and working capital 

forecasts. 


