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Dear Mr. Hoogervorst: 
 
The American Council of Life Insurers (ACLI)1 welcomes the opportunity to provide comments on the 
Discussion Paper: A Review of the Conceptual Framework for Financial Reporting (the “DP”), issued by 
the International Accounting Standards Board (“IASB” or “the Board”).  The ACLI supports the IASB’s 
efforts to expand, clarify and bring up-to-date several components of the Conceptual Framework.   We 
cannot emphasize enough the importance of a robust and well-developed framework that will provide 
the IASB with a key tool to enhance its ability to develop and revise IFRSs on a more consistent basis, 
while also assisting users and preparers in understanding and interpreting existing accounting 
standards, especially in the absence of specific accounting guidance.  While we support this effort, we 
encourage the Board to consider the importance of keeping this Conceptual Framework as closely 
aligned with the U.S. GAAP Conceptual Framework as possible.  Only with an aligned Framework will the 
foundation be present to support consistency in accounting and financial reporting worldwide. 
 
While we appreciate the Board dedicating resources to this important initiative, we have concerns about 
the possible effect of this project in connection with some of the other high-priority projects.  The Board 
is in the process of making significant changes to most areas of financial reporting through its projects 
on revenue recognition, financial instruments, leases and insurance contracts.  We appreciate that the 
Board has reflected some of the principles included in those proposals in the DP.  However, we 
encourage the Boards to perform a complete review of the draft requirements from these projects 
against the “revised” Conceptual Framework before finalizing those standards.  We are concerned that 
further changes will be required to those standards once the conceptual framework project is finalized, 
which could cause another round of significant accounting changes to those standards in the near term.  
                                                      
1  The American Council of Life Insurers (ACLI) is a Washington, D.C.-based trade association with approximately 
300 member companies operating in the United States and abroad.  ACLI advocates in federal, state, and 
international forums for public policy that supports the industry marketplace and the 75 million American families 
that rely on life insurers’ products for financial and retirement security. ACLI members offer life insurance, 
annuities, retirement plans, long-term care and disability income insurance, and reinsurance, representing more 
than 90 percent of industry assets and premiums. Learn more at www.acli.com.  

http://www.acli.com/
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Some examples of where there might be inconsistencies with the proposals and the framework as 
outlined in the DP include the concept of embedded derivatives, the contractual cash flow test for 
financial instruments, and the business model test included in IFRS 9.  We also encourage the Board to 
review existing standards, outside of the areas mentioned above, against the new framework to identify 
where additional changes to standards may be required upon completion of this project.   

Overall, we agree with the approach outlined in Chapters 1 and 3 of the existing Conceptual Framework.  
Specifically, we support the conclusion that relevance and faithful representation are the fundamental 
qualitative characteristics.  As such, we do not believe that wholesale changes need to be considered for 
these chapters. 
 
The ACLI also agrees with the DP’s proposed definitions of an asset and liability and the increased focus 
on resources and obligations, respectively, rather than the inflows and outflows of economic benefits. 
We agree with the IASB’s tentative decision to retain the existing definition of a liability, which 
encompasses both legal and constructive obligations, supporting the concept that a present obligation 
must have arisen from past events, but may be conditional on the entity’s future actions.  We believe 
that view is consistent with existing standards, as well as the proposed insurance standard, and provides 
the most relevant information to users of financial statements about the entity’s future cash flows 
relating to past activities, Furthermore, we support the development of additional guidance that helps 
distinguish constructive obligations from economic compulsion.   
 
The ACLI also agrees with retaining the existing definition of equity as the residual interest in the assets 
of the entity after deducting its liabilities. We further support the strict obligation approach in 
distinguishing between liabilities and equity.  While this approach requires more judgment from 
management and may reduce comparability, it is consistent with the existing definition of a liability and 
would result in accounting for non-controlling interests consistent with existing accounting, which we 
believe is the most faithful representation for such interests.  
 
The ACLI is generally supportive of the views outlined in the DP with respect to Measurement (Section 6), 
in particular as it relates to (1) the consideration of the information that a particular  measurement will 
produce in both the statement of financial position and the statement(s) of profit or loss and other 
comprehensive income (“OCI”), and (2) the consideration of how users are likely to assess how an asset 
or a liability of that type will contribute to future cash flows when selecting the measurement to use for a 
particular item.  We agree that, for a particular asset, it should depend on how that asset contributes to 
future cash flows and, for a particular liability, how the entity will settle or fulfill that liability.  We also 
note that relationships between assets and liabilities have important implications for both relevance and 
representational faithfulness.  When cash flows from a financial asset are purchased with the intent of 
generating cash inflows to fulfill obligations associated with a financial liability, the relevance and 
representational faithfulness of financial statements is enhanced when both the financial asset and the 
financial liability are measured in a consistent manner, since both are impacted by the same cash flows.  
As an example, in the context of a bond purchased to back obligations under a long term insurance 
contract, both the asset and liability should use a consistent measurement, such as a current or cash 
flow-based measure for the balance sheet and a cost-based measure for the statement of profit or loss. 
 
With respect to the statement of comprehensive income, the ACLI supports the Board’s preliminary view 
that the Conceptual Framework should require a total or subtotal for profit or loss.  We agree that 
recycling should permit or require at least some items of income and expense previously recognized in 
OCI to be recycled.  We believe that most amounts that would be displayed in OCI will either reverse prior 
to realization or be economically realized at some future point.  Those that are eventually realized should 
be shown in profit or loss in a way that enhances the predictive value of profit or loss and its relevance 
as the main indicator of an entity’s performance.   With respect to which items could be included in OCI, 
we support a broader view of what can be provided in OCI, as it allows for a disaggregated component of 
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the remeasurement to be presented in profit or loss if certain conditions are met.  With respect to the 
proposed guidance on insurance contracts, as an example, changes in the insurance contract liability 
due to changes in discount rates and certain cash flows (e.g., options and guarantees) would potentially 
meet the criteria to be reported in OCI. 
 
The following pages contain our responses to specific questions raised in the DP.  We welcome the 
opportunity to continue working with the Board during the re-deliberation process on this important 
project. 
 
Sincerely, 

 
 
Michael Monahan 
Senior Director, Accounting Policy 



 

 
 

 
 
Section 1 Introduction 
Question 1 
Paragraphs 1.25–1.33 set out the proposed purpose and status of the Conceptual Framework. The 
IASB’s preliminary views are that: 
(a) the primary purpose of the revised Conceptual Framework is to assist the IASB by identifying 
concepts that it  will use consistently when developing and revising IFRSs; and 
 
(b) in rare cases, in order to meet the overall objective of financial reporting, the IASB may decide to 
issue a new or revised Standard that conflicts with an aspect of the Conceptual Framework. If this 
happens the IASB would describe the departure from the Conceptual Framework, and the reasons for 
that departure, in the Basis for Conclusions on that Standard. 
 
Do you agree with these preliminary views? Why or why not? 
 
ACLI Response: 
 
We support the primary purpose of the revised Conceptual Framework.  
 
When a new standard is issued that contains guidance that conflicts with the Framework, it is essential 
that the Standard contain the rationale as to why the departure is relevant, a faithful representation of 
the underlying economics, and would provide more useful information.  
 
 
Section 2 Elements of financial statements 
Question 2 
The definitions of an asset and a liability are discussed in paragraphs 2.6–2.16. The IASB proposes the 
following definitions: 
(a) an asset is a present economic resource controlled by the entity as a result of past events. 
 
(b) a liability is a present obligation of the entity to transfer an economic resource as a result of past 
events. 
 
(c) an economic resource is a right, or other source of value, that is capable of producing economic 
benefits. 
 
Do you agree with these definitions? Why or why not? If you do not agree, what changes do you suggest, 
and why? 
 
ACLI Response: 
 
Yes, we agree with the proposed definitions of an asset and liability and the increased focus on 
resources and obligations, respectively, rather than the expected inflows and outflows of economic 
benefits.  Removing the expectation surrounding inflows and outflows of economic benefits more 
appropriately focuses the definitions on the existence of resources and obligations.  We agree that 
uncertainty is best addressed within recognition and measurement.  
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Question 3 
Whether uncertainty should play any role in the definitions of an asset and a liability, and in the 
recognition criteria for assets and liabilities, is discussed in paragraphs 2.17–2.36. The IASB’s 
preliminary views are that: 
(a) the definitions of assets and liabilities should not retain the notion that an inflow or outflow is 
‘expected’. An asset must be capable of producing economic benefits. A liability must be capable of 
resulting in a transfer of economic resources. 
 
(b) the Conceptual Framework should not set a probability threshold for the rare cases in which it is 
uncertain whether an asset or a liability exists. If there could be significant uncertainty about whether a 
particular type of asset or liability exists, the IASB would decide how to deal with that uncertainty when it 
develops or revises a Standard on that type of asset or liability. 
 
(c) the recognition criteria should not retain the existing reference to probability. 
 
Do you agree? Why or why not? If you do not agree, what do you suggest, and why? 
 
ACLI Response: 
 
Yes, we agree with the preliminary views under the belief that they will provide additional clarity 
surrounding what constitutes an asset or liability.  Eliminating the “probability” threshold is appropriate 
because an asset or liability can often exist without meeting that threshold and therefore should, or 
could, be recognized.  Uncertainty is best addressed within recognition and measurement. We direct 
your attention to FASB Statement of Financial Accounting Concepts No. 6-Elements of Financial 
Statements, and the section that addresses effects of uncertainty. 
 
 
Question 4 
Elements for the statement(s) of profit or loss and OCI (income and expense), statement of cash flows 
(cash receipts and cash payments) and statement of changes in equity (contributions to equity, 
distributions of equity and transfers between classes of equity) are briefly discussed in paragraphs 
2.37–2.52. 
 
Do you have any comments on these items? Would it be helpful for the Conceptual Framework to 
identify them as elements of financial statements? 
 
ACLI Response: 
 
We agree with limiting the scope of the proposed conceptual framework in this area to two financial 
statement elements (income and expense) and agree that it is best to address the distinctions between 
revenues/expenses and gains/losses, respectively, in a project on financial statement presentation.   We 
have no further specific comments in this area. 
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Section 3 Additional guidance to support the asset and liability definitions 
Question 5 
Constructive obligations are discussed in paragraphs 3.39–3.62. The discussion considers the 
possibility of narrowing the definition of a liability to include only obligations that are enforceable by legal 
or equivalent means. However, the IASB tentatively favours retaining the existing definition, which 
encompasses both legal and constructive obligations—and adding more guidance to help distinguish 
constructive obligations from economic compulsion. The guidance would clarify the matters listed in 
paragraph 3.50. 
 
Do you agree with this preliminary view? Why or why not? 
 
ACLI Response: 
 
We agree with the IASB’s tentative decision to retain the existing definition of a liability, which 
encompasses both legal and constructive obligations based upon the rationale included in the 
Discussion Paper and the belief that a liability is appropriate for the examples included in paragraph 
3.72. 
 
Question 6 
The meaning of ‘present’ in the definition of a liability is discussed in paragraphs 3.63–3.97. A present 
obligation arises from past events. An obligation can be viewed as having arisen from past events if the 
amount of the liability will be determined by reference to benefits received, or activities conducted, by 
the entity before the end of the reporting period. However, it is unclear whether such past events are 
sufficient to create a present obligation if any requirement to transfer an economic resource remains 
conditional on the entity’s future actions. Three different views on which the IASB could develop 
guidance for the Conceptual Framework are put forward: 
(a) View 1: a present obligation must have arisen from past events and be strictly unconditional. An 
entity does not have a present obligation if it could, at least in theory, avoid the transfer through its 
future actions. 
 
(b) View 2: a present obligation must have arisen from past events and be practically unconditional. An 
obligation is practically unconditional if the entity does not have the practical ability to avoid the transfer 
through its future actions. 
 
(c) View 3: a present obligation must have arisen from past events, but may be conditional on the entity’s 
future actions. 
The IASB has tentatively rejected View 1. However, it has not reached a preliminary view in favour of 
View 2 or View 3. 
 
Which of these views (or any other view on when a present obligation comes into existence) do you 
support? Please give reasons. 
 
ACLI Response: 
 
We agree with the rejection of View 1 because it is too narrow and it would be too significant of a 
departure from the definition of a liability that is used, understood, and generally accepted today.   We 
support View 3 because we believe that view is most consistent with existing standards and provides the 
most relevant information to users of financial statements about the entity’s future cash flows relating to 
past activities, Furthermore, we support the development of additional guidance that helps distinguish 
constructive obligations from economic compulsion.   
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Question 7 
Do you have comments on any of the other guidance proposed in this section to support the asset and 
liability definitions? 
 
ACLI Response: 
 
 We have no additional significant comments. 
 
Section 4 Recognition and derecognition 
Question 8 
Paragraphs 4.1–4.27 discuss recognition criteria. In the IASB’s preliminary view, an entity should 
recognise all its assets and liabilities, unless the IASB decides when developing or revising a particular 
Standard that an entity need not, or should not, 
recognise an asset or a liability because: 
(a) recognising the asset (or the liability) would provide users of financial statements with information 
that is not relevant, or is not sufficiently relevant to justify the cost; or 
 
(b) no measure of the asset (or the liability) would result in a faithful representation of both the asset (or 
the liability) and the changes in the asset (or the liability), even if all necessary descriptions and 
explanations are disclosed. 
 
Do you agree? Why or why not? If you do not agree, what changes do you suggest, and why? 
 
ACLI Response: 
 
We have observed, over a period of many years, a proliferation of terms related to uncertainty and 
significance; terms such as uncertain, virtually certain, reasonably expected, reasonably assured, 
reasonably possible, more than a remotely possible, more likely than not, just to name a few. Under U.S. 
GAAP, ASC 450 (formerly Statement of Financial Accounting Standards No. 5: Accounting for 
Contingencies), uses the terms probable, reasonably possible, and remote to identify three areas within 
a range. IFRS contains similar guidance. We recommend that within this project the Board consider 
developing a principle-based approach that describes a limited range of outcomes serving as the 
foundation for new accounting standards. 
 
Regarding the recognition criteria, we believe that the concept of relevance is the key fundamental 
characteristic in assessing whether an asset or liability should be recognized.  
 
Question 9 
In the IASB’s preliminary view, as set out in paragraphs 4.28–4.51, an entity should de recognise an 
asset or a liability when it no longer meets the recognition criteria. (This is the control approach 
described in paragraph 4.36(a)). However, if the entity retains a component of an asset or a liability, the 
IASB should determine when developing or revising particular Standards how the entity would best 
portray the changes that resulted from the transaction. Possible approaches include: 
(a) enhanced disclosure; 
 
(b) presenting any rights or obligations retained on a line item different from the line item that was used 
for the original rights or obligations, to highlight the greater concentration of risk; or 
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(c) continuing to recognise the original asset or liability and treating the proceeds received or paid for the 
transfer as a loan received or granted. 
 
Do you agree? Why or why not? If you do not agree, what changes do you suggest, and why? 
 
ACLI Response: 
 
We have no significant additional comments in this area.   
 
Section 5 Definition of equity and distinction between liabilities and equity instruments 
Question 10 
The definition of equity, the measurement and presentation of different classes of equity, and how to 
distinguish liabilities from equity instruments are discussed in paragraphs 5.1–5.59. In the IASB’s 
preliminary view: 
(a) the Conceptual Framework should retain the existing definition of equity as the residual interest in 
the assets of the entity after deducting all its liabilities. 
 
(b) the Conceptual Framework should state that the IASB should use the definition of a liability to 
distinguish liabilities from equity instruments. Two consequences of this are: 
   (i) obligations to issue equity instruments are not liabilities; and 
  (ii) obligations that will arise only on liquidation of the reporting entity are not liabilities (see paragraph 
3.89(a)). 
 
(c) an entity should: 
   (i) at the end of each reporting period update the measure of each class of equity claim. The IASB 
would determine when developing or revising particular Standards whether that measure would be a 
direct measure, or an allocation of total equity. 
  (ii) recognise updates to those measures in the statement of changes in equity as a transfer of wealth 
between classes of equity claim. 
 
(d) if an entity has issued no equity instruments, it may be appropriate to treat the most subordinated 
class of instruments as if it were an equity claim, with suitable disclosure. Identifying whether to use 
such an approach, and if so, when, would still be a decision for the IASB to take in developing or revising 
particular Standards. 
 
Do you agree? Why or why not? If you do not agree, what changes do you suggest, and why? 
 
ACLI Response: 
 
We agree with retaining the existing definition of equity as the residual interest in the assets of the entity 
after deducting its liabilities. We further support the strict obligation approach in distinguishing between 
liabilities and equity.  While this approach requires more judgment from management and may reduce 
comparability, it is consistent with the existing definition of a liability and would result in accounting for 
non-controlling interests consistent with existing accounting, which we believe is the most faithful 
representation for such interests. 
 
In cases where an entity has issued no equity instruments, we support treating the most subordinated 
class(es) of liability instruments as if it(they) were an equity claim to the extent they are “in substance” 
equity.  We further support the IASB making this decision in developing or revising particular Standards.   
 
Section 6 Measurement 
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Question 11 
How the objective of financial reporting and the qualitative characteristics of useful financial information 
affect measurement is discussed in paragraphs 6.6–6.35. The IASB’s preliminary views are that: 
(a) the objective of measurement is to contribute to the faithful representation of relevant information 
about: 
   (i) the resources of the entity, claims against the entity and changes in resources and claims; and 
  (ii) how efficiently and effectively the entity’s management and governing board have discharged their 
responsibilities to use the entity’s resources. 
 
(b) a single measurement basis for all assets and liabilities may not provide the most relevant 
information for users of financial statements; 
 
(c) when selecting the measurement to use for a particular item, the IASB should consider what 
information that measurement will produce in both the statement of financial position and the 
statement(s) of profit or loss and OCI; 
 
(d) the relevance of a particular measurement will depend on how investors, creditors and other lenders 
are likely to assess how an asset or a liability of that type will contribute to future cash flows. 
Consequently, the selection of a measurement: 
   (i) for a particular asset should depend on how that asset contributes to future cash flows; and 
  (ii) for a particular liability should depend on how the entity will settle or fulfil that liability. 
 
(e) the number of different measurements used should be the smallest number necessary to provide 
relevant information. Unnecessary measurement changes should be avoided and necessary 
measurement changes should be explained; and 
 
(f) the benefits of a particular measurement to users of financial statements need to be sufficient to 
justify the cost. 
 
Do you agree with these preliminary views? Why or why not? If you disagree, what alternative approach 
to deciding how to measure an asset or a liability would you support? 
 
ACLI Response: 
 
The ACLI is generally supportive of the views outlined in the DP with respect to Measurement (Section 6), 
in particular as it relates to (1) the consideration of the information that a particular  measurement will 
produce in both the statement of financial position and the statement(s) of profit or loss and OCI, and (2) 
the consideration of how users are likely to assess how an asset or a liability of that type will contribute 
to future cash flows when selecting the measurement to use for a particular item.  We agree that, for a 
particular asset, it should depend on how that asset contributes to future cash flows and, for a particular 
liability, how the entity will settle or fulfill that liability.  We note that with respect to item (c), the 
availability of a fair value through OCI category for financial assets and liabilities would help address this 
issue.  We also note that relationships between assets and liabilities have important implications for 
both relevance and representational faithfulness.  When cash flows from a financial asset are purchased 
with the intent of generating cash inflows to fulfill obligations associated with a financial liability, the 
relevance and representational faithfulness of financial statements is enhanced when both the financial 
asset and the financial liability are measured in a consistent manner, since both are impacted by the 
same cash flows.  For example, if cash flows from a factory are being used to pay off a debt instrument, 
the financial statements are more relevant and representationally faithful if both the factory and the 
debt instrument are measured using a cost based measure, rather than one using a cost-based 
measurement and one using a cash flow-based measurement.  And if cash flows from a financial asset 
are purchased with the intent of generating cash inflows to fulfill obligations associated with an 
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insurance contract, both the asset and liability should use a consistent measurement, such as a current 
or cash flow-based measure for the balance sheet and a cost-based measure for profit or loss. 
 
Regarding paragraph 6.16(c), the 3rd sentence states “For example, the carrying amount of a non-
derivative liability with fixed cash flows varies even though the expected cash flows do not… “ The term 
“carrying amount” should be replaced with “market price.”  The market price fluctuates, but the market 
price only becomes the carrying amount if the particular IFRS standard defines the carrying amount as 
such. 
 
Regarding 6.28, while requiring disclosures of the assumptions used may facilitate users’ 
understanding, the requirement should be made only after considering the cost benefit (as per 6.33) 
and the direction of the IASB’s Disclosure Initiative staff group,  keeping in mind all of the initiatives 
detailed in the IASB’s “Discussion Forum – Financial Reporting Disclosure Feedback Statement” 
[Published May 2013].  Additional disclosure requirements should be in alignment with the principles 
being developed by the aforementioned projects.    
 
Regarding 6.35(f), while it is evident how a preparer can calculate the cost of a measurement, it is less 
clear how a preparer might calculate the benefit of a measurement. Therefore, it would be beneficial if 
guidance on that calculation could be provided so that more consistent cost benefit determinations 
could be made.   
 
Question 12 
The IASB’s preliminary views set out in Question 11 have implications for the subsequent measurement 
of assets, as discussed in paragraphs 6.73–6.96. The IASB’s preliminary views are that: 
(a) if assets contribute indirectly to future cash flows through use or are used in combination with other 
assets to generate cash flows, cost-based measurements normally provide information that is more 
relevant and understandable than current market prices. 
 
(b) if assets contribute directly to future cash flows by being sold, a current exit price is likely to be 
relevant. 
 
(c) if financial assets have insignificant variability in contractual cash flows, and are held for collection, a 
cost-based measurement is likely to provide relevant information. 
 
(d) if an entity charges for the use of assets, the relevance of a particular measure of those assets will 
depend on the significance of the individual asset to the entity. 
 
Do you agree with these preliminary views and the proposed guidance in these paragraphs? Why or why 
not? If you disagree, please describe what alternative approach you would support. 
 
ACLI Response: 
 
We generally agree with these views.  Regarding paragraphs 6.75 and 6.76, we believe that the 
approach described in 6.76 provides more flexibility to produce useful information.  In some instances, a 
different measurement may produce the most useful information for the statement of financial position 
than the measurement that would produce the most useful information for the statement of profit or loss 
and OCI.  
 
Paragraph 6.90 highlights why hedge accounting treatment needs to be available for insurance 
contracts, since it is equally important to address the accounting mismatches that arise when hedging 
risks within insurance contracts as it is when hedging other risks or transactions.   
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Question 13 
The implications of the IASB’s preliminary views for the subsequent measurement of liabilities are 
discussed in paragraphs 6.97–6.109. The IASB’s preliminary views are that: 
(a) cash-flow-based measurements are likely to be the only viable measurement for liabilities without 
stated terms. 
 
(b) a cost-based measurement will normally provide the most relevant information about: 
   (i) liabilities that will be settled according to their terms; and 
  (ii) contractual obligations for services (performance obligations). 
 
(c) current market prices are likely to provide the most relevant information about liabilities that will be 
transferred. 
 
Do you agree with these preliminary views and the proposed guidance in these paragraphs? Why or why 
not? If you disagree, please describe what alternative approach you would support. 
 
 
ACLI Response: 
 
These principles do not seem to address insurance contracts, for which the liabilities will be settled 
according to their terms but there could be significant variability in the contractual cash flows.  This 
seem to be a case where a current value measurement is appropriate for the statement of financial 
position, but a cost-based measurement would be appropriate for profit or loss, with OCI as a bridging 
item.   
 
For assets and liabilities with long-dated cash flows, such as most life insurance contracts, even if a 
current value cash-flow based measurement is used, relevance is decreased if the measurement is 
unduly influenced by changes in interest rates beyond the period where there is reliable, observable 
information. 
 
Regarding paragraph 6.103, OCI could be an appropriate bridging item for liabilities for which it is 
appropriate to measure a liability using a current value but to base profit or loss on a cost-based 
measurement.  For example, some financial liabilities would be appropriately held at fair value with 
some changes in fair value flowing through OCI. 
 
Regarding paragraph 6.105, if the information about current market prices is valuable enough to users 
to include in disclosures, it is not clear why such information is not relevant enough to be included in the 
statement of financial position, even if a cost-based measurement is more appropriate for the statement 
of profit or loss. 
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Question 14 
Paragraph 6.19 states the IASB’s preliminary view that for some financial assets and financial liabilities 
(for example, derivatives), basing measurement on the way in which the asset contributes to future cash 
flows, or the way in which the liability is settled or fulfilled, may not provide information that is useful 
when assessing prospects for future cash flows. For example, cost-based information about financial 
assets that are held for collection or financial liabilities that are settled according to their terms may not 
provide information that is useful when assessing prospects for future cash flows: 
(a) if the ultimate cash flows are not closely linked to the original cost; 
 
(b) if, because of significant variability in contractual cash flows, cost-based measurement techniques 
may not work because they would be unable to simply allocate interest payments over the life of such 
financial assets or financial liabilities; or 
 
(c) if changes in market factors have a disproportionate effect on the value of the asset or the liability (ie 
the asset or the liability is highly leveraged). 
 
Do you agree with this preliminary view? Why or why not? 
 
ACLI Response: 
 
We generally agree with these views.  However, as noted above, the relationships between assets and 
liabilities have important implications for both relevance and representational faithfulness.  When cash 
flows from a financial asset are purchased with the intent of generating cash inflows to fulfill obligations 
associated with a financial liability, the relevance and representational faithfulness of financial 
statements is enhanced when both the financial asset and the financial liability are measured in a 
consistent manner, since both are impacted by the same cash flows. This may imply that a consistent 
measurement approach for both the asset and liability is more useful, even if a different measurement is 
implied for one of the instruments on the basis of the factors listed. 
 
Question 15 
Do you have any further comments on the discussion of measurement in this section? 
 
ACLI Response: 
 
We agree that a principles-based measurement approach that provides the fair and faithful 
representation of the economics is more important than a prescriptive approach because it is not one-
size-fits-all. 
 
Paragraph 6.117  supports the concept that illiquidity would be a relevant element of certain assets and 
liabilities, but not others.  We agree with this observation. For example,  illiquidity would be relevant to 
the measurement of financial instruments, broadly defined to include contracts such as private 
placements, insurance contracts and pension contracts. 
 
Regarding 6.121, a measurement that "includes the effects of changes in estimated cash flows and 
ignores other changes” would not produce a relevant measurement if the cash flows have significant 
interrelationship with other factors, such as interest rates in the case of a floating rate bond.  Such a 
measurement needs to be refined to include the effect of certain changes that are significantly 
interrelated with the cash flows (or alternatively, exclude the effect of cash flows that are significantly 
interrelated with other factors) in order to be relevant. 
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We agree that having too many different measurement bases can impair understandability.  It can also 
impede comparisons between industries or between entities within the same industry.  However, it 
would appear that several of the cash-flow based measurements described in 6.51 could be largely 
aligned along the lines of the current fulfillment value being proposed for insurance contracts.  For 
example, a similar measurement may be appropriate for post-employment liabilities.  A similar measure 
could also be appropriate for provisions that arise from torts and from violations of laws and regulations, 
with the proviso that since there is no contract there is no contractual service margin.  Such a measure 
can even be used as a “bridging item” (from paragraph 8.71) for fair value of liabilities where the own 
credit is reported in OCI, since the measurement flowing through profit or loss, excluding the change in 
own credit, could be viewed as “akin to”  current fulfillment value, as currently outlined in the proposed 
guidance for insurance contracts.  
 
 
Section 7 Presentation and disclosure 
Question 16 
This section sets out the IASB’s preliminary views about the scope and content of presentation and 
disclosure guidance that should be included in the Conceptual Framework. In developing its preliminary 
views, the IASB has been influenced by two main factors: 
(a) the primary purpose of the Conceptual Framework, which is to assist the IASB in developing and 
revising Standards (see Section 1); and 
 
(b) other work that the IASB intends to undertake in the area of disclosure (see paragraphs 7.6–7.8), 
including: 
  (i) a research project involving IAS 1, IAS 7 and IAS 8, as well as a review of feedback received on the 
Financial Statement Presentation project; 
 (ii) amendments to IAS 1; and  
(iii) additional guidance or education material on materiality. Within this context, do you agree with the 
IASB’s preliminary views about the scope and content of guidance that should be included in the 
Conceptual Framework on:  
    (a) presentation in the primary financial statements, including: 
         (i) what the primary financial statements are; 
        (ii) the objective of primary financial statements; 
       (iii) classification and aggregation; 
       (iv) offsetting; and 
        (v) the relationship between primary financial statements. 
    (b) disclosure in the notes to the financial statements, including: 
        (i) the objective of the notes to the financial statements; and 
       (ii) the scope of the notes to the financial statements, including the types of information and 
disclosures that are relevant to meet the objective of the notes to the financial statements, forward-
looking information and comparative information. 
 
Why or why not? If you think additional guidance is needed, please specify what additional guidance on 
presentation and disclosure should be included in the Conceptual Framework. 
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ACLI Response: 
 
We have no objection to the proposed scope of this project. The first priority, related to presentation, is 
the development of a set of principles that articulates the objective of financial reporting. From this set 
of principles all other topics, i.e., presentation, classification, offsetting, etc., should flow.  
 
With respect to disclosures, we encourage the Board to set the tone within the Conceptual Framework 
that the objective of financial reporting should be to provide relevant, meaningful information that is a 
faithful representation of the entity’s performance reflecting the economics of the entity’s business 
without undue cost or effort. Specifically, disclosures should not be so broad that disclosure of any 
information would meet the principles.  
 
We recommend that the IASB work with FASB related to their Disclosure Framework project. We are well 
aware that preparers and users have expressed concern about disclosure overload and the tendency of 
new disclosures being additive. One area that should be addressed is the frequency of required interim 
disclosures. For example, a disclosure may be material and included in each interim report even when 
there has been no material change from the prior year end. 
 
Question 17 
Paragraph 7.45 describes the IASB’s preliminary view that the concept of materiality is clearly described 
in the existing Conceptual Framework. Consequently, the IASB does not propose to amend, or add to, the 
guidance in the Conceptual Framework on materiality. However, the IASB is considering developing 
additional guidance or education material on materiality outside of the Conceptual Framework project. 
 
Do you agree with this approach? Why or why not? 
 
ACLI Response: 
 
We agree that the concept of materiality is clear and we support the development of guidance to help 
clarify the concept given the importance of qualitative factors that are highly dependent on particular 
facts and circumstances.  We recommend the Board review the work of the Public Company Accounting 
Oversight Board as it relates to developing additional guidance on materiality. 
 
Question 18 
The form of disclosure requirements, including the IASB’s preliminary view that it should consider the 
communication principles in paragraph 7.50 when it develops or amends disclosure guidance in IFRSs, 
is discussed in paragraphs 7.48–7.52. 
 
Do you agree that communication principles should be part of the Conceptual Framework? Why or why 
not? 
If you agree they should be included, do you agree with the communication principles proposed? Why or 
why not? 
 
ACLI Response: 
 
We agree that communication principles should be included in the Conceptual Framework. We believe 
that the Framework should set the parameters for disclosures contained within a Standard rather than 
the approach described in paragraph 7.48 whereby the Standard should have a clear objective, which 
suggests that the Standard would not be subject to any overarching principles. We also believe 
disclosures within a Standard should be consistent with the Framework guidance. The rationale for any 
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departure from the Framework should be articulated within the Standard in accordance with the 
guidance described in Section 1. 
 
We strongly support 7.50 (b) and ( c ) as essential communication principles. We recommend that the 
Framework contain guidance about disclosure criteria that should be met when financial information is 
based upon estimates. Also disclosure guidance would be helpful about the risks inherent in the 
business.  
 
Section 8 Presentation in the statement of comprehensive income—profit or loss and other 
comprehensive income 
Question 19 
The IASB’s preliminary view that the Conceptual Framework should require a total or subtotal for profit or 
loss is discussed in paragraphs 8.19–8.22. 
 
Do you agree? Why or why not? If you do not agree do you think that the IASB should still be able to 
require a total or subtotal profit or loss when developing or amending Standards? 
 
ACLI Response: 
 
We agree for the reasons listed in paragraph 8.20.  For example, in the insurance business model, 
where assets are held to fulfill obligations under long term insurance contracts, remeasurement gains 
and losses on certain assets and liabilities can be less predictive of future net cash inflows than “cost 
based” measures.  In particular, interest rate related remeasurement gains and losses can obscure true 
operating performance of a portfolio of insurance contracts and associated assets.  Outside of insurance 
contracts, cash flow hedges, and foreign currency adjustments are other examples of where 
remeasurement gains and losses can cause profit or loss to lose relevance as the main indicator of an 
entity’s performance. 
 
Question 20 
The IASB’s preliminary view that the Conceptual Framework should permit or require at least some items 
of income and expense previously recognised in OCI to be recognized subsequently in profit or loss, ie 
recycled, is discussed in paragraphs 8.23–8.26. 
 
Do you agree? Why or why not? If you agree, do you think that all items of income and expense 
presented in OCI should be recycled into profit or loss? Why or why not? If you do not agree, how would 
you address cash flow hedge accounting? 
 
ACLI Response: 
 
We agree that recycling should permit or require at least some items of income and expense previously 
recognized in OCI to be recycled.  We believe that most amounts that would be displayed in OCI will 
either reverse prior to realization or be economically realized at some future point.  Those that are 
eventually realized should be shown in profit or loss in a way that enhances the predictive value of profit 
or loss and its relevance as the main indicator of an entity’s performance.  With respect to insurance 
contracts and the assets that support them, we believe that all items of income and expense presented 
in OCI should be recycled into profit or loss.  Outside of insurance contracts, we believe the same 
principle should hold, but we recognize that for some items (e.g., foreign currency gains or losses and 
possibly pension remeasurement), it may be impossible to recycle income and expense in a manner than 
enhances the value or profit or loss.  We believe that such cases should be unusual. 
 
Question 21 
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In this Discussion Paper, two approaches are explored that describe which items could be included in 
OCI: a narrow approach (Approach 2A described in paragraphs 8.40–8.78) and a broad approach 
(Approach 2B described in paragraphs 8.79–8.94). 
 
Which of these approaches do you support, and why? If you support a different approach, please 
describe that approach and explain why you believe it is preferable to the approaches described in this 
Discussion Paper. 
 
ACLI Response: 
 
View 2A would require that the items excluded from profit or loss would produce a measure of the 
asset/liability that has meaning on its own.  As an example, the proposed guidance on insurance 
contracts would require splitting remeasurement gains and losses on the insurance liability between, at 
a minimum, (a) current period cash flows, (b) changes in cash flows related to future services and (c) 
changes in the discount rate, with changes in the discount rate being presented in OCI.  The measure of 
the liability to produce the component shown in profit or loss would likely not meet the criteria of a 
bridging item because the amount presented in profit or loss needs to be based on a “meaningful, 
understandable, and clearly describable” measure of the liability.  It will be difficult to argue that 
measuring current cash flows at a prior discount rate produces a meaningful measure of the liability, 
even though it may produce a meaningful measure of profit or loss. 
 
We support 2B, which takes a broader view of what can be provided in OCI.  It allows for a disaggregated 
component of the remeasurement to be presented in profit or loss if certain conditions are met.  With 
respect to the proposed guidance on insurance contracts, as an example, changes in the insurance 
contract liability due to changes in discount rates and certain cash flows (e.g., options and guarantees) 
would potentially meet the criteria to reported in OCI.   
 
Section 9 Other issues 
Question 22 
Chapters 1 and 3 of the existing Conceptual Framework 
Paragraphs 9.2–9.22 address the chapters of the existing Conceptual Framework that were published in 
2010 and how those chapters treat the concepts of stewardship, reliability and prudence. The IASB will 
make changes to those chapters if work on the rest of the Conceptual Framework highlights areas that 
need clarifying or amending. However, the 
IASB does not intend to fundamentally reconsider the content of those chapters. 
 
Do you agree with this approach? Please explain your reasons. If you believe that the IASB should 
consider changes to those chapters (including how those chapters treat the concepts of stewardship, 
reliability and prudence), please explain those changes and the reasons for them, and please explain as 
precisely as possible how they would affect the rest of the Conceptual Framework. 
 
ACLI Response: 
 
We generally agree with the approach outlined in Chapters 1 and 3 of the existing Conceptual 
Framework.  Specifically, we support the conclusion that relevance and faithful representation are the 
fundamental qualitative characteristics.  As such, we do not believe that wholesale changes need to be 
considered for these chapters, in particular with respect to the concepts of stewardship, reliability, and 
prudence in Chapter 3.   
 
Question 23 
Business model 
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The business model concept is discussed in paragraphs 9.23–9.34. This Discussion Paper does not 
define the business model concept. However, the IASB’s preliminary view is that financial statements 
can be made more relevant if the IASB considers, when developing or revising particular Standards, how 
an entity conducts its business activities. 
 
Do you think that the IASB should use the business model concept when it develops or revises particular 
Standards? Why or why not? If you agree, in which areas do you think that the business model concept 
would be helpful? 
Should the IASB define ‘business model’? Why or why not? If you think that ‘business model’ should be 
defined, how would you define it? 
 
ACLI Response: 
 
We agree that financial statements  can be made more relevant if the IASB considers an entity’s 
business model(s) when developing or revising particular standards.  Because IFRS do not contain 
industry specific accounting standards, it is critical that the Conceptual Framework acknowledge the 
“business model concept”.  We also believe the Conceptual Framework should provide guidelines and 
principles (e.g., factors to consider) to describe this concept rather than provide a definition, given the 
definition of a business model will often be highly dependent on specific facts and circumstances. 
Acknowledging the business model concept and providing guidance on how to determine it with the 
Conceptual Framework would ensure that classification, recognition and measurement guidance 
developed for “types of transactions” results in useful financial information across a range of industries 
and business activities.  As entities with similar business models will presumably end up with similar 
accounting models, comparability should not be sacrificed. 
 
Question 24 
Unit of account 
The unit of account is discussed in paragraphs 9.35–9.41. The IASB’s preliminary view is that the unit of 
account will normally be decided when the IASB develops or revises particular Standards and that, in 
selecting a unit of account, the IASB should consider the qualitative characteristics of useful financial 
information. 
 
Do you agree? Why or why not? 
 
ACLI Response: 
 
We agree with the IASB’s preliminary views with respect to the unit of account.  We believe that the 
Conceptual Framework should contain guiding principles for determining the appropriate unit of account 
in each particular standard, as developed or revised, with the Basis for Conclusions in each standard 
elaborating on the reason(s) for the basis selected, in light of the Conceptual Framework. 
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Question 25 
Going concern 
Going concern is discussed in paragraphs 9.42–9.44. The IASB has identified three situations in which 
the going concern assumption is relevant (when measuring assets and liabilities, when identifying 
liabilities and when disclosing information about the entity). 
Are there any other situations where the going concern assumption might be relevant? 
 
ACLI Response: 
 
In addition to those areas cited in paragraphs 9.42-9.44, the going concern assumption is relevant not 
only with respect to “how” an entity’s assets will contribute to future cash flows and “how’ liabilities will 
be settled, but also is relevant with respect to “when” and “to what extent”.    For example, a debt 
obligation due to be paid in 3 years for $100 may be reported on the balance sheet at $100 as a long-
term liability under a going concern assumption.  However, if the going concern assumption is no longer 
met, debt covenants could be tripped, causing the debt to be payable within a short period of time after 
the balance sheet date at a value significantly different than $100, even though “how” it will be settled 
is the same (i.e. paid in cash).  
 
Question 26 
Capital maintenance 
Capital maintenance is discussed in paragraphs 9.45–9.54. The IASB plans to include the existing 
descriptions and the discussion of capital maintenance concepts in the revised Conceptual Framework 
largely unchanged until such time as a new or revised Standard on accounting for high inflation indicates 
a need for change. 
 
Do you agree? Why or why not? Please explain your reasons. 
  
ACLI Response: 
 
We agree with the IASB’s plans to exclude the concepts surrounding capital maintenance from the 
Conceptual Framework, given its apparent limited applicability in most situations outside of highly 
inflationary economies. 
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