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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? 

  

 First, a Conceptual Framework is the theoretical framework from which other 

standards are developed. The Conceptual Framework represents the regulators 

choices and the financial metrics, as well as the interpretation of the theoretical 

aspects involving the actions and accounting decisions. As it is known, the theoretical 

framework is extensive and there are groups that agree and groups that disagree, 

each one with its own arguments. Therefore, we agree with the IASB’s position in 

relation to this revision of the Conceptual Framework process. 

 About the second questioned point, it is a more controversial matter, since it is 

already predicting that at some point it can have a specific standard in conflict with 

the Conceptual Framework. We think that it will be better if the Conceptual 

Framework is revised periodically, as well as the need of timely changing of all linked 

databases. This way, in the long term the standards would always be according to the 

theoretical assumptions that are present in the Conceptual Framework. 
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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? 

 

 The proposal should explain the recognition and measurement criteria of the 

standards issued by the IASB as a general rule more clearly that the Conceptual 

Framework guides, and that, eventually, can occur, on rare occasions, situations of 

potential conflicts regarding the purposes of financial reporting. 

(a): Changes in aspects that are consolidated need a period of time to debates and to 

built a definition that endorse the whole theoretical framework. Thus, initially, the 

new definition of asset is unfamiliar, because the final text suppresses the "flow of 

future economic benefits". It is still known, however, that although it was 

consolidated, was somewhat complex to the entities to define the flow of benefits, 

setting all factors pertaining to this definition and especially when the final flow 

started. Furthermore, it is known that to the board this concept is implied in the asset. 

We reaffirm that, although the mention of economic benefits is contemplated in the 

expression economic resources, the definition should still keep the original concepts 

of asset for a period of adaptation. Given these facts, we disagree with the change, 

prompting the currently prevailing concept even be maintained, and suggest an 

agenda, which is made up steadily this real need to recognize the asset before the 

consolidated definition of flows of future benefits. 

(b): we agree with the contained in the document. 

(c): the definition of economic resource comes from a theoretic concept compatible 

with the change that an asset exists independent of its flow of future benefits. We 

agree that its basis is economic, not financial, and we have nothing to oppose to the 

definition. However, we suggested a gradual debate on the subject to greater 

awareness of what it is really wanted to recognize the definition of assets. 
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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? 

 

(a): as our understanding contained in question 2, it must still be used the "expected" 

term in view of the probability of occurrence, and therefore we do not agree with that 

statement. 

(b): we agree in essence with the statement. 

(c): in our opinion it should be maintained a separation between the likelihood of 

flow and the existence of the asset (with economic resource). In this way, the 

probability must be contained when the recognition of an asset, because its existence 

that will guarantee the bookkeeping and its measurement. 



7 

 

 

Section 2 – Elements of financial statements 

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? 

 

We agree with the definitions of income and expenses. These are basic and 

necessary elements to the Conceptual Framework. 

We agree with item 39. Profit, loss and comprehensive income are not 

elements of financial statements, but the total sum of items as income and expense. 

We agree with the IASB to not define the separate elements of income and 

expense to be reported in profit or loss and OCI. This distinction implies the need of 

detailing the characteristics of these items that is incompatible with a principles-based 

conceptual framework. The decision to provide guidelines for the presentation of 

items in an independent section (section 8) is an accepted idea. 

Finally, item 52 raises the discussion of other settings related to the statement 

of cash flows (cash receipts and cash payments) and the statement of changes in 

equity (contributions to equity, distributions of equity and transfers between classes of 

equity). We think that there is no need to set these items in the conceptual framework 

because they are specific items in the mentioned statements. 
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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? 

 

According to accounting theory, liabilities also arise from ordinary business 

practices, usage and praxis and from the desire to maintain good business relations 

or act in an equitable manner. Therefore, we agree with IASB’s opinion of including 

them as the liability "constructive obligations". 

Moreover, the development of a guidance to support the definition of 

"constructive obligations" is extremely interesting, given the complexity of this 

concept and the need to differentiate it from other obligations. 
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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. 

 

 We agree in rejecting the view 1. When considering strict absoluteness of an 

obligation, it would have omission of relevant information about inevitable future 

costs of past actions by the entity. 

 We agree that an obligation arises when the entity receives a resource or 

perform an activity so that the other part will be able to demand a transfer of 

resources. However, the fact that the future transfer could be subject to future actions 

of the entity mischaracterizes the present obligation. 

 The record as a liability of economic resources transfer obligations that the 

entity has the practical ability to prevent through future actions can provide a 

misrepresentation of economic reality. 

 Thus, we believe that the Vision 2 is the most appropriate approach from the 

point of informational view. This obligation arises from past events and should be 

virtually unconditional, that is, the entity does not have the right to prevent the 

transfer of resources through their future actions. 
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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? 

 

 We have no other comments on the proposed guidelines for the definitions of 

assets and liabilities. Our opinion was presented in the previous questions. 
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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? 

 

(a): We don’t have full agreement of the proposed "is not relevant" or "not important 

enough" to justify the production costs of information, as it involves judgment. In this 

sense, the proposal for a guidance to assist the IASB in establishing some indicators 

(as mentioned in item 4.26) can be an interesting way. We agree with the IASB’s 

view, because the term "probable" used in the definition of assets leads to problems 

of probability of occurrence of events, in other words, that can occur or cannot occur. 

In this case, if the estimated time to get the final result of the occurrence or not of the 

fact is large and difficult to estimate, such as lawsuits, it can generate not relevant 

information to the user of the financial statements, being more important, reliable 

and relevant information that is generated during the process than the information 

about the final process, due to the subjectivity used to obtain the final data. 

(b): The quality of financial statements is impaired also if occur some failure in the 

recognition of assets and liabilities and such failure is not rectified by disclosure in 

the notes about the assumptions made by the entity in the process of recognition, 

because it will keep the financial statements with incorrect information. Appropriate 

to emphasize also the case of the probability of occurrence of events that generate or 

consume company resources be low or the measures used in the estimates of these 

probabilities be sensitive to small changes in other variables, making most of these 

changes in measures of assets and liabilities to result in a representation that cannot 

be considered a true and fair view, even if all the descriptions and explanations 

necessary be disclosed, because it will continue with estimates and these may not 

occur, or the costs are too high to estimate all information necessary for this 

information to be considered true, causing the relevance to be less than the cost. 
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Question 9 

In the IASB’s preliminary view, as set out in paragraphs 4.28–4.51, an entity 

should derecognise 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 

(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? 

 

 First, we do not agree on an asset or liability be maintained after the entity 

fails to meet the recognition criteria. However, on this prohibition there were no 

comments on Exposure Draft. 

(a): We know that the disclosure of information is important for better understanding 

of the financial statements, however, we do not agree to the alternative of increasing 

the disclosure because, besides the rationale described above, the notes are already 

extensive, both for those who prepare the financial statements, as such to users of 

information. 

(b): It is the most consistent among the alternatives presented, because it draws the 

attention of users of financial statements to the risks of the situation. 

(c): We do not agree to maintain the asset or liability after no longer meets the 

criteria for recognition. 
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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? 

 

(a): We agree. Equity can be defined as a residue of the assets less the liabilities. 

Another important factor clarified by the Draft is that equity does not represent the 

value of the entity. 

(b): This item is more controversial. This is due to what IFRIC 11 establishes - 

"Share-Based Payment - Transaction Shares and the Group Treasury" 
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 IFRIC 11 seeks to clarify if the following transactions should be recorded (i) 

as settled with equity instruments (ii) as settled in cash in accordance with the 

requirements of IFRS 2 - Share-based Payment: 

(a) an entity grants to its employees rights to equity instruments of the entity (eg 

share options), and either chooses or is required to buy equity instruments (ie 

treasury shares) from another party, to satisfy its obligations to its employees; 

and  

(b) an entity’s employees are granted rights to equity instruments of the entity (eg 

share options), either by the entity itself or by its shareholders, and the 

shareholders of the entity provide the equity instruments needed.  

  

 Thus, when the equity instrument is intended to replace an obligation owed to 

employees, such point can become fragile. 

 Another point that also makes the previous statement fragile is where the 

exchange of such equity instruments is potentially unfavorable. In this case, as it is 

not liability, this loss will be recorded directly in equity without going through the 

Statement of Income. This decreases the quality of information. 

(c) We agree with proposal (i). 

(d) We agree with the proposal, including the revision of some existing statements. 
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Section 6—Measurement 

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? 

 

(a): IASB states that the objective of measurement is to contribute to the faithful 

representation of relevant information on: (1) the entity's resources, rights against 

and in favor of the entity and its mutations; (2) how efficient and effective 

management of the entity and board of directors have fulfilled their responsibilities in 
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the use of resources of the entity. Although the goals are adequate, it is necessary that 

IASB explores better how the goal 2 can be achieved. 

(b): It is good, because the fair value that would be theoretically the most complete 

measurement may not be applicable in all cases due to the cost of information 

production. It would be unreasonable to measure the daily fair value of a property, 

but it would be very reasonable measure the daily fair value of financial instruments. 

(c): No additional comments. 

(d): As using the terms "Investors, Creditors and other lenders" there is observed 

only a concern with external agents. However, in many cases the asset or liability is 

not intended for sale to third parties, but only to internal agent. Thus, we suggest that 

to be considered in certain cases, only in the perspective of the internal agent. It is 

noteworthy that in the fair value there is consensus between the internal and the 

external agents. 

(e): No additional comments. It is clear and consistent 

(f): While necessary, it is important to highlight the difficulty in proving such a 

relationship and link between benefit and cost. Thus, it should be made clear that 

such a relationship which led "by adopting" or "by not adopting" a particular 

method of measurement should be made by the entity. 

Example: Suppose a given asset item shall be measured at fair value. The entity, 

which has no such capacity, decides to raise the amount to be paid for that particular 

expert to perform a consistent measurement. When checking the amount charged, the 

entity decides not to hire such specialist and uses its own certified employees, but 

unable to consistently measure the fair value. Such employees could use simpler 

techniques, such as adjusted historical cost or replacement price. 



17 

 

 

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. 

 

(a): We agree, because if the asset does not contribute directly to the cash flow, there 

would be some subjectivity about what percentage of cash flow (eg: 10%, 20% or 

50%) should be allocated to the asset. Thus, in these cases, measurements based on 

costs would be more objective. 

(b): We agree, by the same logic used previously. As in this case the asset contributes 

directly to the cash flow, the current exit price may be considered relevant. Here there 

would not be subjectivity as in the previous case. 

(c): Bold and innovative, and makes sense. It is bold because it breaks the paradigm 

that financial assets generally must be measured at fair value. 

 IAS 39 provides that 

After initial recognition, an entity shall measure financial assets, including 

derivatives that are assets, at their fair values, without any deduction for transaction 

costs it may incur on sale or other disposal, except for the following financial assets:  

(a) loans and receivables, which shall be measured at amortised cost using the 

effective interest method;  

(b) held-to-maturity investments, which shall be measured at amortised cost using 

the effective interest method; and  

(c) investments in equity instruments that do not have a quoted market price in an 

active market and whose fair value cannot be reliably measured and derivatives 

that are linked to and must be settled by delivery of such unquoted equity 

instruments, which shall be measured at cost. 
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 Observe how the IASB includes another chance to use the measurement of 

financial assets at cost plus the three already defined in IAS 39. This measure due to 

the low variability of contractual financial assets, however, should in our view be 

disclosed in the notes. 

(d): No additional comments. 
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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. 

 

In relation to IASB's preliminary views for the subsequent measurement of 

liabilities: 

(a): We agree with the proposal. By the own characteristics of the liabilities with no 

deadlines, we believe there is no way to measure that produces in a more relevant 

information besides the cash flow, because, as in IASB’s suggestion itself these are 

liabilities that do not have fees and are also difficult to measure its current market 

prices (classic examples of this statement are the liabilities in calculating retirement 

benefits and insurance contracts). 

(b): We agree because it presents more objective features: liabilities with deadlines 

and services contractual obligations will have more relevant information when 

measured by their costs. This objectivity gives conditions for measurement by current 

market price, depending on the goal of the measurement, and especially when risk 

factor has to be relevant to the user of accounting information. 

(c): We agree. 
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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? 

 

We partially agree. The agreement contained in paragraph 6.19 is consistent 

with the above in item 6.14 that this conceptual framework should not recommend the 

same measurement basis for all assets and liabilities. However, when referring to 

derivatives as example, it is suggested that the criteria of current market price is the 

most relevant for this type of asset (obligation). We agree that this is the best 

alternative when you have availability of market information, which is not the usual 

case observed in the derivatives market.  

Therefore, in general lines, we found some consistency in the positioning of 

the IASB, as to take into account the possibility of quotation the financial asset or 

liability instrument. The measuring of the current market price provides more 

relevant information to the user. 

However, we emphasize that measuring the current market price can take the 

existing external risk within the company, in other words, an entity that presents less 

risk to market risk when using the current market price may make the company 

absorb those higher risk, which does not match their internal reality (acquired by 

reputation, customers, employees, products/services, deadline, and others). 
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Question 15 

Do you have any further comments on the discussion of measurement in this 

section? 

 

 We have observed in other IASB pronouncements that both the measurement 

of assets as liabilities should take into account the intrinsic characteristics of the 

assets and liabilities to be measured as well as the need for relevant information for 

the users (whether in monetary aspect, physical quantities, production capacity, 

maturity,…). 

 In this sense, this particular section, by emphasizing more broadly three 

different forms of subsequent liabilities mensuration (based on cash flow, cost and 

current market price), still related to the classification of certain liabilities without 

deadlines and with determined deadlines, show the advance of heading to the 

convergence of the global accounting standard IFRS discussions. 

 However, we reinforce the concern regarding the appearance of lack of 

precision, in some cases, of the measurement by the cash flow and the possibility of 

absorption of risk by companies upon adoption of a measurement at current market 

price as well as the need to adjust at cost to reflect any general or specific price 

changes, when the measurement is based on cost. 
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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 

andcontent 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. 

 

(a): In general, we agree that the IASB includes in its Conceptual Framework 

additional material about the presentation and disclosure of object to financial 

statements given that the existing conceptual framework does not have a section on 
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disclosure, which gives space to erroneous disclosures or not disclosure of facts that 

may be relevant in decision making. 

(b): We agree with the inclusion of guidance on disclosure in the Conceptual 

Framework. In the scope of the explanatory notes, we suggest to include information 

about "business risk". 
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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 

materialon materiality outside of the Conceptual Framework project. 

Do you agree with this approach? Why or why not? 

 

 Yes, we agree that IASB should consider developing additional guidance on 

materiality. 

 The materiality still causes much controversy upon its practical application; 

this is due to the professional judgment of the preparers of financial statements as 

well as the nature of the activities performed by the entities and management 

decisions to define what should be considered relevant or not as regards disclosures 

in the financial statements. 

The material can help as a guide for possible queries by entities that adopt 

IFRS, containing information on controversial issues, or not discussed in detail in the 

standard. Thus, we seek to avoid or minimize that relevant information to users be 

even incorrectly disclosed or not disclosed, or disclosure of irrelevant information 

that does not have a significant impact on the financial position of the entity. 

 The risk of a material is that the "judgment" stays in a secondary position 

favoring the "rules". 

 Finally, some authors make a distinction between the concepts of materiality 

(as bookkeeping procedures) and relevance (linked to the user information need). 
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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? 

 

We agree in part. 

 

Why or why not? 

 

To be achieved the goal of providing useful information financial report, we 

agree that the IASB provide guidance on the conceptual framework for rules of 

disclosure of the financial statements. However, within the Conceptual Framework 

should only be included the general principles of disclosure for all entities that adopt 

IFRS. More specific issues regarding to disclosure in entities that have specific users 

or specific rules should be in other material that complements the conceptual 

framework. 

 

If you agree they should be included, do you agree with the communication principles 

proposed? Why or why not? 

 

 Yes, we agree with the disclosure principles adopted by the IASB because we 

understand that cater to a wide range of entities in relation to the qualitative aspects 

of the information that must be disclosed in the financial statements, to which 

disclosure issues should be emphasized for the user to have a better understanding of 

the financial performance of the entity and its management as well as enable 

optimization of the comparability of the performance of the entity in respect of 

previous periods and with other companies of similar nature processes. 
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Section 8 - Presentation in the statement of comprehensive income - profit or loss 

and other comprehensive income 

Question 19 

 

The IASB 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? 

 

 We agree. Profit or loss, in fact, are performance measures already established 

in the market and pointed out by several international studies as relevant information, 

which can contribute to the prediction of future operating cash flows. Another point 

that justifies the requirement of total or subtotal for profit or loss is the sense that 

these values are measured from events that have already been made financially, 

which is of interest to the primary users of the information, since they reflect, in part, 

the entity's ability to pay dividends and meet its obligations to creditors ahead. 

 Another issue that maintains the necessity of total or subtotal for profit or loss 

is related to the fact that, in most cases, the elements of profit or loss of an entity are 

derived from its operations, which, in part, are under control of management. So, are 

measures which should adequately reflect the actions of managers in a given period 

of time. Unlike Other Comprehensive Income – OCI –, where its formation is linked 

to external market factors, such as market value of assets, exchange rate, interest 

rate, among others. 

 Here is a suggestion to this point of segregating the structure of the Statement 

of Comprehensive Income into two major groups:  

 1) realized results (total or subtotal of profit or loss and other) and;  

 2) unrealized results (the OCI and others). Thus, users of this information 

may identify the results already achieved, and through these they can assess the 

ability to pay dividends, among other utilities, more objectively. As well as assessing 

elements of capable realization (OCI) that may impact the future cash flows. 
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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 

recognised 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? 

  

 We agree that recycling is necessary, since the OCI are transitory results and, 

depending on the intention of the company, these results can be realized, therefore, 

likely to be recycled and presented in the result. 

 We suggest that all items included in the OCI should be recycled. 

Furthermore, we suggest that recycling occurs from the intention of the company, in 

relation to the realization of these OCI. That is, if the company intends to hold a 

particular asset until the end of the current year, for example, and is able to do so, 

and the counterpart of the variations of this asset is an OCI, this gain should be 

recycled. 

 This already happens with the accounting treatment of certain assets, such as 

in the treatment of changes in fair value of financial instruments held for immediate 

trading market where such classification depends on the intention of the company 

and the gains and losses from these assets go straight to result. However, the OCI 

which the company is struggling to realize them, due to the uncertainties of gains or 

losses should only be recycled when they are financially realized. 
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Question 21 

 

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. 

  

 Despite some critical points, the approach that we support is the "narrow 

approach". Analyzing from the perspective of equity changes, it is better that all the 

variations that occur in the equity of entities, other than those related to the owners, 

were reflected in company results. The comprehensive result is an attempt to that. 

However, several studies have pointed out that items of OCI show no or little 

marginal value contribution to the predictive value through profit or loss. Therefore, 

the "broad approach" can present a more complete measure of income that includes 

a larger proportion of items that affect the equity of an entity in a given period, but 

without any increase of relevance to the values of the profit or loss. However, it is 

known that all information has a cost, and the cost of these OCI, that do not 

aggregate informational content, sometimes exceeds the benefit. 

 However, despite being the best approach in our judgment, some points need 

to be reflected in the "narrow approach". Initially, recognize an item in OCI only 

when increases the relevance of the profit or loss is somewhat complex. It is difficult 

to judge when an item of OCI will add relevance to the profit or loss. The relevance of 

information, despite the existence of its definition in the current conceptual 

framework, ends up being something specific to the entity or to the user in their 

decision making. Also, if this approach is adopted, the OCI will be increasingly 

reduced, given that the items of OCI are transitory values that often are not 

persistent, so will hardly improve the predictive value of profit or loss, and several 

empirical studies already showed that. Therefore, with the reduction of OCI, the 

Statement of Comprehensive Income just has not much of difference from the 

traditional statement of income. 

 The Conceptual Framework often says that the recognition of an item as OCI 

increases or decreases the predictive value through profit or loss, for example, in 

paragraphs 8.62 and 8.48. However, this is not always valid. The predictive value of 

certain information must be verified empirically. Therefore, these assumptions used 

to justify the reduction of recognition items such as OCI can be considered fragile. 
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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. 

 

The concepts of "stewardship, reliability and prudence" preliminarily treated 

in 2010 conceptual framework in Chapters 1 and 3 were substantially addressed and, 

therefore, are in a solid foundation for the other parts of the conceptual framework. 

If IASB resume the discussion of these concepts in the 2012 conceptual framework 

certainly would not bring major advances since these concepts are already established 

and apparently require no changes. 

In what refers to the replacement of the term "Reliability" by "faithful 

representation" little progress is brought to the conceptual framework given that both 

terms lead to the same understanding as the quality of information, although there 

are divergent views that oppose replacement of the term as set forth above. 

Thus, we understand that the position of the IASB for the maintenance of the 

concepts discussed earlier is the most appropriate for not considering the possibility 

of further amendments to Chapters 1 and 3. 
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Question 23 

Business model  

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? 

 

We believe that use of a business model by the IASB in the development and 

review of standards and patterns can skew or damage the quality of accounting 

information. This approach is contrary to the primary position of the IASB, but we 

believe it is justified because we believe the business model should not be imposed on 

companies as a common and applicable to various organizations setting. We consider 

inadequate the implementation since its use requires the adaptation of the concept to 

the various characteristics of each sector or area of the organizational. The adoption 

of the business model can reduce comparability and generate the information bias. 

The treatment of a business model, the more specify the configuration of the 

business, more will be challenging its implementation to various rules and 

regulations. On the other hand, the use of the business model in a more 

comprehensive way can facilitate its adaptation to various standards and 

organizations. 

 

 

If you agree, in which areas do you think that the business model concept would be 

helpful? 

 

The concept of business model may be more useful to financial institutions, 

insurance companies or similar entities by the volume of transactions involving 

financial instruments held and traded. 

  

 

Should the IASB define ‘business model’? Why or why not? 
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 The business model is inherent to every organization, so its definition would 

not meet the characteristics of each business and could lead the IASB incur in 

harmful errors in the standards and to highlighted information from the financial 

statements. 

 

If you think that ‘business model’ should be defined, how would you define it? 

 

 The business model should not be defined for the stated reasons. 
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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? 

 

 We do not agree because we have not identified what are the utility and benefit 

to the users. 
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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? 

No. In our opinion there are no other situations where the going concern 

assumption could be relevant, since the main point was covered by the Discussion 

Paper. 

There are no other situations where the assumption of continuity may be 

relevant, since the main points were covered by DP. 
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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. 

We agree with the concept of capital maintenance. This concept considers 

something important: the constant purchasing power of currency, which is treated 

with more detail by IAS 29.  

 However, our understanding is that the concepts of capital maintenance 

(whether financial or physical) should not be subject of inclusion in the Conceptual 

Framework, because we consider that it is a company internal decision and it does 

not provide relevant information to users. 

 


