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Dear IASB members, 
 
Invitation to comment – Annual Improvements to IFRSs 2012-2014 Cycle 

Ernst & Young Global Limited, the central coordinating entity of the global EY organisation, 
welcomes the opportunity to offer its views on the Exposure Draft Annual Improvements to 
IFRSs 2012-2014 Cycle (ED) issued by the International Accounting Standards Board (the 
Board) in December 2013.  
 
Generally, we agree with the proposed amendments in the ED, but we have suggested 
changes to clarify the Board’s intent. These proposed clarifications are discussed below.  
 
We agree with the proposed transition provisions and effective dates in the ED.  
 
Our main points are as follows: 

While we agree with the proposed amendment to IAS 34 Interim Financial Statements, we 
believe that the Board should specify how a cross-reference is made in order to reduce 
diversity and ensure that entities meet the Board’s disclosure objective. For example, the 
Board should require entities to include separately identifiable headings and reference these 
headings between the financial statements and the other information. If a cross-reference is 
not sufficiently specific, users may not be able to find the required disclosure. This could lead 
regulators to conclude that companies did not comply with securities legislation and may, in 
turn, increase audit/review procedures unnecessarily. We believe the cross-reference should 
be very specific and that the Board should clarify this in the Standard. 
 
In addition, we have other comments on the proposed amendments to IFRS 5 Non-current 
Assets Held for Sale and Discontinued Operations, IFRS 7 Financial Instruments: Disclosure 
(servicing contracts), IAS 19 Employee Benefits and IAS 34. Following is a summary of our 
other comments: 
► We suggest that the Board clarifies the effect, if any, on the date of classification and 

how to recognise any measurement differences of changing from one method of disposal 
to another in the proposed amendment to IFRS 5.  

► The Board’s clarification of servicing contracts as continuing involvement in IFRS 7 is 
helpful, but we believe the application guidance given in the proposed amendment should 
be amended, making the Board’s intention clearer. 
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► The proposed amendment to IAS 19 clarifies the Standard, but we feel the structure and 
effect of the proposed amendment could be clearer. 

► The proposed amendment to IAS 34 should be amended to make the description of 
‘interim financial report’ consistent with the definition in the Standard. 

These comments and other editorial comments are listed in the attached appendix. 
 
If you wish to discuss any of these comments please contact Leo van der Tas at 
+44 (0)20 7951 3152. 
 
Yours faithfully 
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Appendix 

General Questions (applicable to all proposed amendments) 

1. Do you agree with the IASB’s proposal to amend the Standards as described in the 
Exposure Draft? If not, why and what alternative do you propose? 

2. Do you agree with the proposed transition provisions and effective date for the issue as 
described in the Exposure Draft? If not, why and what alternative do you propose? 

IFRS 5 Non-current Assets Held for Sale and Discontinued Operations – Changes in 
methods of disposal 

We encourage the Board to clarify that changing from one method of disposal to another 
(e.g., ‘held for sale’ to ‘held for distribution’) does not change the ‘date of classification’, as 
determined in paragraphs 8 and 12A. 

The Board indicates in the proposed BC6 that ‘held for sale’ and ‘held for distribution’ have 
the same accounting requirements. However, there could be a difference between ‘costs to 
sell’ and ‘costs to distribute’ which could result in a measurement difference when 
transitioning from ‘held for sale’ to ‘held for distribution’, or vice versa. The Board should 
clarify how an entity recognises any measurement difference when the method of disposal 
changes. 

In addition to these two clarifications, we have editorial comments that we suggest the Board 
addresses, as follows:  

► The proposed amendment to paragraph 28 of IFRS 5 adds ‘held for distribution’ to the 
first sentence, but it does not add a reference to the criteria paragraph of ‘held for 
distribution’, paragraph 12A. We recommend that the Board revises the first sentence of 
paragraph 28, as follows: 

The entity shall include any required adjustment to the carrying amount of a non-
current asset that ceases to be classified as held for sale or as held for distribution 
in profit or loss from continuing operations in the period in which the criteria in 
paragraphs 7–9 or paragraph 12A, respectively, are no longer met.    

► Similarly, the proposed amendment to paragraph 29 of IFRS 5 adds ‘(or as held for 
distribution)’ to the third sentence, but it does not add ‘(or costs to distribute)’ later in 
that same sentence. We recommend that the Board revises the third sentence in 
paragraph 28, as follows: 

Otherwise, the remaining non-current assets of the group that individually meet 
the criteria to be classified as held for sale (or as held for distribution) shall be 
measured individually at the lower of their carrying amounts and fair values less 
costs to sell (or costs to distribute) at that date. 

► We believe the Board could combine paragraph 26 and the proposed paragraph 26A.  
Both paragraphs address a similar issue, but for ‘held for sale’ and ‘held for distribution’, 
respectively. Combining these paragraphs would streamline the guidance and reduce 
unnecessary references to other paragraphs.  
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IFRS 7 Financial Instruments: Disclosure – Servicing contracts 

We recommend that the Board deletes the second sentence in the proposed paragraph 
B30A, which states ‘[t]he right to earn a fee for servicing the financial assets is generally 
continuing involvement for the purposes of applying the disclosure requirements.’ This 
sentence is unnecessary because it provides a general application of the principle for 
servicing contracts, but the determination of continuing involvement is applied based on 
paragraphs 42C and B30. Removing this sentence would clarify the Board’s intent and make 
the paragraph easier to understand, without providing a general presumption. We propose 
the paragraph be revised, as follows: 

When an entity transfers a financial asset the entity may retain the right to service 
that financial asset for a fee that is included in, for example, a servicing contract. 
The right to earn a fee for servicing the financial asset is generally continuing 
involvement for the purposes of applying the disclosure requirements. The entity 
must assess the servicing contract in accordance with the guidance in paragraphs 
42C and B30 to make theat determination whether it constitutes continuing 
involvement. For example, a servicer will have continuing involvement in the 
transferred financial asset for the purposes of the disclosure requirements if the 
servicing fee is dependent on the amount or timing of the cash flows collected from 
the transferred financial asset. Similarly, a fixed fee that is not paid in full because 
of non-performance of the transferred financial asset will also lead to the conclusion 
that the servicer has continuing involvement for the purposes of the disclosure 
requirements. In these examples, the servicer has an interest in the future 
performance of the transferred financial asset. This assessment is independent of 
whether the fee to be received is expected to compensate the entity adequately for 
performing the servicing. 

Also, the consequential amendment to IFRS 1 First-Time Adoption of International Financial 
Reporting Standards paragraph E4A refers to paragraph 44Y of IFRS 7. However, paragraph 
44Y does not exist in IFRS 7. We believe the Board intended to refer to the paragraph added 
by the proposed amendment, which is proposed to be paragraph 44Z. We recommend that 
the Board changes these references as needed (i.e., change the proposed paragraph 44Z in 
IFRS 7 to 44Y). 

IAS 19 Employee Benefits – Discount rate: regional market issue 

We believe the Board should make an additional amendment to the first sentence of 
paragraph 83 to clarify that the discount rate used in post-employment benefit obligations is 
determined by reference to high-quality corporate bonds denominated in the same currency. 
The first sentence of paragraph 83 describes the rate that is used to discount the post-
employment benefit obligation by reference to high-quality corporate bonds. We believe the 
Board’s intention in making the proposed amendment was to clarify that high-quality 
corporate bonds are assessed at their currency. However, the proposed amendment is 
included in the second sentence, which addresses what an entity does when no deep market 
exists. We therefore recommend that the first sentence in paragraph 83 be revised to state: 

The rate used to discount post-employment benefit obligations (both funded and 
unfunded) shall be determined by reference to market yields at the end of the 
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reporting period on high quality corporate bonds denominated in the same currency 
as the post-employment benefit obligation. 

 
IAS 34 Interim Financial Reporting – Disclosure of information ‘elsewhere in the interim 
financial report’ 

We request the Board to clarify how a cross-reference is made when information is outside 
the financial statements. If a cross-reference is not sufficiently specific, users may not be able 
to find the required disclosure and the cross-reference would not meet the Board’s objective 
in proposing this amendment. Regulators may determine that the financial statements are 
incomplete and that the interim financial report does not meet the required securities law if 
the required disclosure is not evident to them. Also, as indicated in IAS 34’s proposed BC3, 
including required information outside the financial statements ‘would extend the scope of 
the financial statements to include the disclosure presented elsewhere in the interim financial 
report.’ A cross-reference that lacks specificity would unduly extend the perimeter of the 
interim financial statements resulting in consequential confusion for users as to what is part 
of the financial statements. It could also have implications for the clarity of what is audited or 
reviewed financial information. We encourage the Board to add further clarification of the 
expected level of detail in the description of a cross-reference, e.g., entities should refer to 
separately identifiable headings where the required information is presented. 

We suggest that the last sentence in the proposed amendment be further clarified to state 
that without the cross-reference that is sufficiently specific, the interim financial statements 
would be incomplete. This would align the Standard to the Basis for Conclusions.  

In addition, the Board should clarify whether the ‘interim financial report’ is one document or 
whether it can be multiple documents. In the proposed amendment to paragraph 16A, the 
Board states ‘[t]he disclosures below shall be given either in the interim financial statements 
or incorporated by cross-reference from the interim financial statements to the other part of 
the interim financial report that is available to users of the interim financial statements on 
the same terms as the interim financial statements and at the same time.’ The fact that 
‘other information is available to users of the interim financial statements on the same terms 
as the interim financial statements and at the same time’ indicates that the interim financial 
report can be multiple documents. However, the interim financial report, as defined in 
paragraph 4 of IAS 34 refers to a single document – ‘a financial report’.  

We suggest that the Board revises paragraph 16A of the Standard to state the following: 

The disclosures below shall be given a cross-reference from the interim financial 
statements to the other part of the interim financial report. As defined in this 
Standard, the interim financial report is a single document containing the financial 
statements (complete or condensed). The other part of the interim financial report 
must be that is available to users of the interim financial statements on the same 
terms as the interim financial statements and at the same time. If the information is 
provided elsewhere in the interim financial report and there is no cross-reference to 
the location of this information or, if there is a cross-reference, but users do not 
have access to the information incorporated by cross-reference, the interim 
financial statements are incomplete. 


