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London EC4M 6XH 

United Kingdom 

 
 
Dear Sirs: 

 

Re:  Post-Implementation Review ─ IFRS 13 Fair Value Measurement (RFI/2017/5) 

 

This letter is the response of the Canadian Accounting Standards Board to the International Accounting 

Standards Board’s (IASB) Request for Information, “Post-implementation Review ─ IFRS 13 Fair Value 

Measurement,” issued in May 2017. 

Our process 

As part of our due process for this Request for Information, we consulted with our IFRS® Discussion 

Group, User Advisory Council and Academic Advisory Council, as well as conducted targeted outreach 

with our stakeholders. We took into account the results of these discussions when developing this letter.  

Our views 

The AcSB supports post-implementation reviews, and welcomes the IASB’s third such review and the 

opportunity to comment on the implementation of IFRS 13 Fair Value Measurement.  

Overall, we think that the measurement requirements of IFRS 13 have resulted in relevant and 

comparable fair value measurements. We also think that IFRS 13 has broadly achieved its disclosure 

objectives of providing users of financial statements with information about valuation techniques and 

http://www.ifrs.org/
http://www.frascanada.ca/accounting-standards-board/what-we-do/about-the-acsb/index.aspx
http://www.frascanada.ca/international-financial-reporting-standards/ifrs-discussion-group/about-the-group/index.aspx
http://www.frascanada.ca/international-financial-reporting-standards/ifrs-discussion-group/about-the-group/index.aspx
http://www.frascanada.ca/accounting-standards-board/members/committees/item55945.aspx
http://www.frascanada.ca/accounting-standards-board/members/committees/item55946.aspx
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inputs used to develop fair value measurements, and the effect significant unobservable inputs can have 

on these measurements. 

Challenges 

However, some aspects of the standard are challenging to apply and some of the resulting information 

may be less useful. Based on our outreach, Level 3 disclosures are a particular challenge. We think the 

Level 3 fair value disclosure requirements are too prescriptive and lead to disclosures that can be 

onerous to prepare. We heard that this is particularly the case for sensitivity analyses of changes in 

unobservable inputs and the reconciliation of opening to closing balances. We also heard from users that 

Level 3 disclosures currently provided are often generic and aggregated at too high a level to allow 

financial statement users to make informed decisions about entities’ assets and liabilities measured at fair 

value. As an example, users pointed to the aggregation of select financial instruments within sensitivity 

analysis disclosures to such an extent that it hinders their ability to analyze and make informed decisions 

on the effect of a change in a significant unobservable input. 

We recommend that the IASB revise the disclosure requirements to have entities exercise judgment to 

determine the disclosures about Level 3 fair value measurements users of financial statements need to 

assess the risks and uncertainties in these measurements, based on the relevance of the item. We think 

such an approach would encourage entities to: 

(a) not disclose detailed information about fair values measurements that are not significant or 

material; and   

(b) disclose information that is more relevant, including more disaggregated information about 

significant unobservable inputs used in Level 3 measurements. 

Other challenges that we heard from our outreach are that the standard lacks clarity with regards to: 

(a) assessing whether a market for an asset or a liability is active; and 

(b) applying the concept of highest and best use for non-financial assets. 

Our responses to your questions  

The Appendix to this letter, which responds to the questions posed in the Request for Information, 

expands on our points above.  

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

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

rvillmann@acsbcanada.ca) or Karen Jones, Senior Principal, Accounting Standards (+1 416 204-3463 or 

email kjones@acsbcanada.ca). 

mailto:rvillmann@acsbcanada.ca
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Yours truly, 

 

Linda F. Mezon, FCPA, FCA 

CPA (MI) 

Chair, Canadian Accounting Standards Board 

lmezon@acsbcanada.ca 

+1 416 204‐3490  

  

About the Canadian Accounting Standards Board 

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

Canadian publicly accountable enterprises, private enterprises, not-for-profit organizations and pension 

plans in the private sector.  We are comprised of a full-time Chair and volunteer members from a variety 

of backgrounds, including financial statement users, preparers, auditors and academics; a full-time staff 

complement supports our work.   

Our standards 

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

Canadian securities legislation permits the use of U.S. GAAP in place of IFRS in certain circumstances.  

We support a shared goal among global standard setters of high-quality accounting standards that result 

in comparable financial reporting outcomes regardless of the GAAP framework applied. 

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

and pension plans.  Pension plans are required to use the applicable set of standards.  Private 

enterprises and not-for-profit organizations can elect to apply either the set of standards developed for 

them, or IFRS Standards as applied by publicly accountable enterprises.   

Our role vis-à-vis IFRS  

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

Standards. We evaluate and rely on the integrity of the IASB’s due process as a whole, and monitor its 

application in practice.  In addition, we perform our own due process activities for each new or amended 

IFRS Standard to ensure that the standard is appropriate for application in Canada.  We reach out to 

Canadians on the IASB’s proposals to understand and consider their views before deciding whether to 

endorse a final IFRS Standard.  A final standard is available for use in Canada only after we have 

endorsed it as Canadian GAAP.

mailto:lmezon@acsbcanada.ca
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APPENDIX 

Question 1A—Your background   

Please tell us: 

(a) your principal role in relation to fair value measurement.  For example, are you a preparer of 

financial statements, an auditor, a valuation specialist, a user of financial statements, a 

regulator, a standard-setter, an academic, or a professional accounting body?  If you are a 

user of financial statements, what kind of user are you (for example, buy-side analyst, sell-

side analyst, credit rating analyst, creditor/lender, asset or portfolio manager)?  

(b) your principal jurisdiction and industry.  If you are a user of financial statements, which 

geographical regions and industries do you follow or invest in? 

(c) How extensive is your experience in relation to the measurement of the following items at fair 

value (including the measurement of their recoverable amount on the basis of fair value less 

costs of disposal)? 

1. This response is from the Accounting Standards Board (AcSB), Canada's national accounting 

standard-setting body, following consultations with Canadian corporate directors, preparers, auditors, 

securities regulators, academics, and users of financial statements, particularly in the real estate and 

investment funds sectors. Our consultations focused on the Canadian stakeholders’ experience with 

applying IFRS 13 Fair Value Measurement and using fair value information disclosed in the financial 

statements.  

Question 1B—Your experience  

Type of item 

The extent of your experience with fair value 

measurements 

Little Some Much 

Property, plant and equipment   X 

Intangible assets including goodwill   X 

Investment properties   X 

Biological assets   X 
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Question 1B—Your experience  

Type of item 

The extent of your experience with fair value 

measurements 

Little Some Much 

Investments in subsidiaries, joint ventures or 

associates 

  X 

Financial instruments    X 

Other (please specify which)    

 

Question 2—Fair value measurement disclosures 

(a) How useful do you find the information provided about Level 3 fair value measurements?  

Please comment on what specific information is useful, and why.   

(b) In your experience of Level 3 fair value measurements:  

(i) how do aggregation and generic disclosures affect the usefulness of the resulting 

information?  Please provide examples to illustrate your response.  

(ii) are you aware of any other factors (either within or outside IFRS requirements) 

affecting the usefulness of the information?  Please provide examples to illustrate 

your response.   

(iii) do you have suggestions on how to prevent such factors from reducing the 

usefulness of the information provided?  

(c) Which Level 3 fair value measurement disclosures are the most costly to prepare?  Please 

explain.  

(d) Is there information about fair value measurements that you think would be useful and that 

IFRS 13 does not explicitly require entities to disclose?  If yes, please explain what that 

information is and why you think it would be useful.  Please provide any examples of 

disclosure of such information.    
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2. Overall, we think that IFRS 13 has led to enhanced disclosures and helped users better understand 

uncertainties that are inherent in measuring fair values for assets and liabilities using Level 3 inputs. 

For instance, we heard from stakeholders that Level 3 disclosures about unquoted investments and 

real estate properties are informative and useful to investors, lenders and other users of financial 

statements in the real estate and private equity sectors.  

Concerns that Level 3 fair value disclosures are onerous 

3. Some aspects of the standard are challenging, and can lead to difficulties in applying the standard. 

Based on our outreach with preparers and practitioners, we heard that the current disclosure 

requirements for the sensitivity to changes in unobservable inputs and the reconciliation of the 

opening to closing balances for Level 3 measures can be onerous to prepare. This is as a result of 

the manual processes that are associated with compiling this information.  

4. We recognize the compliance costs that preparers, auditors and regulators incur to provide and 

assess Level 3 disclosures. However, we think that providing this information enhances the ability of 

users to assess the quality of an entity’s reported earnings from assets and liabilities measured at fair 

value. Users we consulted stated that they find this information to be useful. After considering this 

feedback, our overall view is that the benefits of providing this information outweigh the costs.  

5. That said, we think the extent of disclosures should depend on the nature and relative importance of 

the asset or liability to the entity and, thus, to users of its financial statements. For example, Level 3 

fair value disclosures might be more relevant to users of the financial statements of a private equity 

firm that holds equity securities that are not traded, as compared to users of other entities for which 

the importance of measuring Level 3 assets and liabilities at fair value is not critical.   

Concerns that fair value disclosures are generic and aggregated at too high a level  

6. IFRS 13 requires entities to disclose a sensitivity analysis when changes to unobservable  

(i.e., Level 3) inputs would change the fair value significantly.  Based on consultations with our User 

Advisory Council, we think that the requirements in the standard are resulting in disclosures that are 

generic and aggregated at too high a level to allow financial statement users to make informed 

decisions.  

7. Several of these users reiterated the need for sufficient sensitivity information about an entity’s Level 

3 fair value measurements in order to assess how aggressive or conservative the entity is in 

determining its fair values. We observe that in practice information related to significant unobservable 

inputs may not be useful when aggregated at too high a level. For example, we heard from users that 

aggregating select financial instruments (e.g., mortgage backed securities that are hedged using 

instruments such as credit default swaps), can hinder the ability of users to analyze and make 
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informed decisions on the effect of a change in a significant unobservable input. As well, we heard 

from users that they are unable to assess if the entity’s views about significant unobservable inputs 

differ from their view. 

Recommendation  

8. In order to balance the concerns of users who are seeking more disaggregated information on 

Level 3 fair value disclosures, with preparer and practitioner concerns that the current disclosure 

requirements can be onerous to prepare, we recommend revising the disclosure requirements for 

Level 3 fair value measurements. We think that the standard should encourage entities to use 

judgment to determine whether additional information about significant unobservable inputs used in 

Level 3 measurements: 

(a) should or should not be disclosed based on the relevance of the item or transaction; and  

(b) when provided, enables users of financial statements to assess the risks and uncertainties in 

these measurements. 

9. We think that any reconsideration of the disclosure requirements for Level 3 assets and liabilities 

warrants full and careful deliberation, and should be informed by the Board’s Disclosure Initiative 

project. As previously stated, our view is that the extent of Level 3 disclosures should depend on the 

relative importance of the asset or liability to the entity and users of its financial statements. The more 

significant Level 3 positions are to an entity, the greater the need for disclosures. Less significant 

positions warrant fewer disclosures. For instance, we think that Level 3 disclosures are particularly 

important to help users understand the risks inherent in complex financial instruments such as those 

commonly found in the banking sector.  

10. Furthermore, we think that using less prescriptive language including avoiding phrases such as “an 

entity shall disclose” or “as a minimum” in paragraphs 91 to 93 of IFRS 13, would help to change 

preparers’ behaviours and direct their efforts to developing more relevant disclosures. 

11. Our comments reflect our support for the Board’s work in the Principles of Disclosure project. We 

think that the approaches to disclosure discussed in the Discussion Paper issued in March 2017 for 

that project would help entities apply judgment to determine the Level 3 disclosure requirements that 

are material or necessary given the relative importance of the item or transaction to the entity. 
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Additional disclosures 

12. Based on our outreach activities, we are not aware of any other disclosures about fair value 

measurements that would be useful and are not already required by IFRS 13, or other factors that are 

affecting the usefulness of Level 3 fair value measurement disclosures. 

 

Question 3—Prioritizing Level 1 inputs or the unit of account  

(a) Please share your experience to help us assess:  

(i) how common it is for quoted investments in subsidiaries, joint ventures and 

associates, and quoted cash-generating units to be measured at fair value (please 

support your comments with examples).    

(ii) whether there are material differences between fair value amounts measured on the 

basis of P×Q alone (when P is the quoted price for an individual instrument and Q is 

the quantity of financial instruments held) and fair value amounts measured using 

other valuation techniques.  Please provide any examples, including quantitative 

information about the differences and reasons for the differences. 

(iii) if there are material differences between different measurements, which techniques 

are used in practice and why.   

Please note whether your experience is specific to a jurisdiction, a region or a type of 

investment.   

The Board has undertaken work on this area in the past (see Appendix 3).  Is there anything else 

relating to this area that you think the Board should consider?   

Our Views  

13. Canadian stakeholders continue to express concerns and disagree that the product of the quoted 

price of the share multiplied by the quantity of financial instruments held, or P × Q, without 

adjustments, should always determine the fair value of quoted investments in subsidiaries, joint 

ventures and associates. Also, we continue to disagree that P × Q, without adjustments, should 

always determine the fair value of the recoverable amount of a cash-generating unit that corresponds 

to a quoted entity measured on the basis of fair value less costs of disposal.  

14. We think that prioritizing the use of quoted prices and quantities alone in order to result in 

measurements that are objective and verifiable comes at the expense of not reflecting accurately the 
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characteristics of the asset and, thus, the price market participants would receive for selling that 

asset. Our view is best illustrated by observing that the pricing of an acquisition of a controlling 

interest in the marketplace almost always results in the inclusion of a control premium in the 

transaction price. 

15. Stakeholders told us that, in many cases, P × Q, without adjustments either overstates or understates 

the fair value of the investment because such a measurement does not take into consideration 

marketplace factors affecting the pricing of the investment as a whole. To illustrate this view, consider 

the example of an investment entity with an investment in a private company that ultimately goes 

public. When the investment is initially acquired, the fair value measurement based on Level 3 inputs 

would factor in adjustments taking into consideration the level of control or influence. However, when 

the entity becomes public, the fair value measurement of the investment would be restricted to a P × 

Q valuation. Stakeholders continue to view such a sequence of events as the investment entity 

having to change from a logical measurement methodology to one that makes less sense.  

16. For further details on our views, please see our response to the IASB’s Exposure Draft (ED/2014/4) 

on “Measuring Quoted Investments in Subsidiaries, Joint Ventures and Associates at Fair Value”.  

Our Experience  

17. We continue to think that measuring the fair value of quoted investments in subsidiaries, joint 

ventures and associates at P × Q, without adjustments may not often occur. However, based on our 

consultations with stakeholders, when it does, the financial effect is likely to be significant, especially 

for entities such as pension funds, private equity and hedge funds.  

http://eifrs.ifrs.org/eifrs/comment_letters/42/42_4610_LindaMezonCanadianAccountingStandardsBoard_0_20150116AcSBresponsetoIASBMeasuringQuotedInvestments.pdf
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Question 4—Application of the concept of highest and best use for non-financial assets 

Please share your experience to help us assess:  

(a) whether the assessment of an asset’s highest and best use is challenging, and why.  

Please provide examples to illustrate your response. 

(b) whether the current uses of many assets are different from their highest and best 

use, and in which specific circumstances the two uses vary. 

(c) whether, when applying highest and best use to a group of assets and using the 

residual valuation method, the resulting measurement of individual assets in the 

group may be counter-intuitive.  If so, please explain how this happens, and in which 

circumstances.  

(d) whether there is diversity in practice relating to the application of the concept of 

highest and best use, and when and why this arises.  

Please note whether your experience is specific to a jurisdiction, a region or a type of asset. 

Need for guidance  

18. We think that the concept of highest and best use is unclear and difficult to apply in practice. Based 

on our consultations with stakeholders, particularly in the real estate sector, we heard that the existing 

guidance lacks clarity. The standard does not provide sufficient practical guidance to assist 

stakeholders in applying the highest and best use concept for non-financial assets. This lack of clarity 

may lead to diversity in practice.  

19. We recommend amending the requirements in IFRS 13 to provide further guidance on how to apply 

the concept of highest and best use. A practical solution would be to incorporate the guidance in 

paragraph BC71 of the Basis for Conclusions of IFRS 13 into the standard. This guidance states that 

an entity does not need to do an exhaustive search for other potential uses of a non-financial asset if 

there is no clear evidence to suggest that the current use of an asset is not its highest and best use.  

Monitor the need for guidance  
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20. Our outreach demonstrated that the lack of clarity is especially challenging for entities in the real 

estate sector and government business enterprises1. For instance, in the real estate sector we think 

that it is challenging to apply the concept of the highest and best use for properties under 

construction. During the early development phase of a construction project, the risks associated with 

select tasks, such as building the foundation, are extremely high. Given these elevated risks, 

determining the fair value for properties under construction is challenging. There are no comparable 

exit values for partially developed properties. Given this lack of clarity in the guidance, we heard that 

the real estate sector in Canada has developed a commonly used approach in measuring the highest 

and best use of properties under construction based on its understanding of IFRS 13.  

21. In the next phase of this work, we recommend the IASB seek additional evidence to determine how 

widespread this issue is globally and whether significant diversity exists, before determining how best 

to address this situation. 

22. We are not aware of many circumstances when the current use of an asset differs from its highest 

and best use. Based on our outreach with stakeholders, especially in the real estate sector, we heard 

that this issue is not prevalent in Canada. However, as economic conditions associated with different 

classes of real estate change, this issue could become more prevalent.  We recommend the IASB 

continue to monitor whether the current uses of assets differ from their highest and best use.  

23. In addition, we heard how government business enterprises have had difficulty applying the concept 

of highest and best use to specialized assets, such as power stations, social housing, toll roads and 

railways. For example, consider the case in which a social housing complex is located in the core of 

an urban center and an enterprise acquires these assets or chooses to measure its properties using 

the revaluation model. In this situation, the highest and best use of the social housing complex might 

be maximized if it were converted into a residential condominium development. However, the 

objective of this enterprise is to provide a service to society rather than solely maximize shareholder 

value. As illustrated by this example, we question the benefit of applying the concept of highest and 

best use to all enterprises, as in some situations it may not provide relevant and useful information to 

stakeholders. 

 

                                                   
1  A government business enterprise is a government organization that operates to generate a profit, or 

maintains its operations and meets its liabilities from revenues received from sources outside of the 
government reporting entity. Canadian government business enterprises apply IFRS Standards. 
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Question 5—Applying judgments required for fair value measurements 

Please share your experience to help us assess the challenges in applying judgments when 

measuring fair value:  

(a) is it challenging to assess whether a market for an asset or a liability is active? Why, 

or why not? 

(b) is it challenging to assess whether an input is unobservable and significant to the 

entire measurement? Why, or why not?  

Please provide specific examples to illustrate your response and note whether your experience is 

specific to a jurisdiction or a region or a type of asset or liability. 

 

24. IFRS 13 sets out requirements for measuring the fair value of assets and liabilities regardless of 

whether observable market prices exist for them. We think that assessing whether a market is active 

is not self-evident, and the definition of an “active market” in Appendix A of IFRS 13 does not provide 

sufficient guidance or provide criteria to indicate when a market is considered active.  

25. For example, if the shares of a large entity are quoted on a public exchange and there is a 

considerable volume of shares trading frequently, this indicates that the shares could be assessed as 

trading in an active market. However, if the shares of a small start-up technology entity that trades on 

the same exchange are trading infrequently, with little to no daily trading volume, we have heard from 

stakeholders that this scenario creates uncertainty about whether these shares would be considered 

as trading in an active market. Stakeholders said that this lack of clarity is creating diversity in 

practice.  

26. We think the IASB should consider adding guidance to clarify what are the key attributes for 

assessing whether an asset or a liability is traded in an active market. This issue was discussed at 

the May 2016 meeting of the AcSB’s IFRS Discussion Group.   

 

http://www.frascanada.ca/international-financial-reporting-standards/ifrs-discussion-group/search-past-meeting-topics/item83445.pdf
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Question 6A—Education on measuring biological assets at fair value 

Please describe your experience of measuring the fair value of biological assets:  

(a) are any aspects of the measurement challenging?  Why, or why not?  Please provide 

examples to illustrate your response. 

(b) what, if any, additional help would be useful in applying IFRS 13? In which areas? 

 

27. Given the nature of the Canadian economy, the topic of biological assets or agriculture is of particular 

interest to us. We have learned that a lack of specific authoritative guidance on this topic in Canada’s 

domestic standards for private enterprises has resulted in diversity in practice. The AcSB is currently 

undertaking a project to develop authoritative guidance in this area for private enterprises, and not 

entities that apply IFRS Standards. The project will address:  

a) when a biological asset should be recognized; 

b) how it should be measured on initial recognition and in subsequent periods; 

c) how agricultural produce should be accounted for; and 

d) what disclosures should be required. 

For further details about this project, please see our related Agriculture project page. 

28. Outreach performed to date has indicated that stakeholders in the private sector have concerns with 

measuring the fair value of biological assets. In particular, stakeholders have said that determining 

fair value for biological assets that are not available for sale in their current condition or quoted in 

active markets would be complex and lacks reliability. In addition, Canadian public companies that 

apply IFRS Standards have expressed similar concerns in measuring the fair value of biological 

assets under IFRS 13.  

 

http://www.frascanada.ca/standards-for-private-enterprises/projects/active/item55805.aspx
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Question 6B—Education on measuring unquoted equity instruments at fair value 

Please describe your experience of measuring the fair value of unquoted equity instruments:  

(a) in 2012, the IFRS Foundation Education Initiative published Unquoted equity instruments 

within the scope of IFRS 9 Financial Instruments.  Have you used this educational material?  

If so, how did this material help you to measure the fair value of unquoted equity 

instruments? 

(b) do you have questions not covered in Unquoted equity instruments within the scope of 

IFRS 9 Financial Instruments?  Do you think that additional help would be useful in applying 

the requirements?  Why, or why not?  Please provide examples to illustrate your response. 

 

29. We understand that educational material is non-authoritative. However, we are concerned that in their 

discussions with preparers, some auditors and regulators may place more weight on the guidance 

than is intended and, as a result, educational material issued by the IASB becomes de facto 

authoritative. 

30. Therefore, we question the value of the IASB issuing educational material, as it can cross the line 

between educational material and interpretation. This is a critical issue. Interpretations should only be 

developed through due process. Educational material is not debated by the IASB and has not been 

exposed for comment. These are key parts of due process. Guidance needed to apply an IFRS 

Standard and that will result in comparable application of IFRS Standards should be issued by the 

IFRS Interpretations Committee or the IASB itself.  
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Question 7—Effects and convergence 

a) Please share your experience of the overall effect of IFRS 13: 

(i) what effect did IFRS 13 have on users’ ability to assess future cash flows?  If you are a 

user of financial statements, please provide us with examples of how you use 

information provided by entities about their fair value measurements and any 

adjustments you make to the measurements. 

(ii) what effect did IFRS 13 have on comparability of fair value measurements between 

different reporting periods for an individual entity and between different entities in the 

same reporting period? 

(iii) what effect did IFRS 13 have on compliance costs; specifically, has the application of 

any area of IFRS 13 caused considerable costs to stakeholders and why? 

b) Please comment on how you are affected by the fact that the requirements for fair value 

measurement in IFRS 13 are converged with US GAAP; and please comment on how 

important it is to maintain that convergence. 

 

Effect of IFRS 13 

31. Overall, we think that IFRS 13 has improved the comparability of fair value measurement information 

disclosed in financial statements by individual entities between different reporting periods and by 

different entities in the same reporting period. However, in practice we question whether the 

information disclosed on fair value measurements, particularly quantitative information about 

significant unobservable inputs, is helping users make informed decisions about the fair value of 

assets and liabilities. As noted in paragraphs 3-11, our view is that an entity should focus on providing 

relevant disclosures to meet the needs of users.  

Costs versus Benefits 

32. When considering IFRS 13 as a whole, our view is that the benefits of the information provided 

exceed the costs of applying the requirements of IFRS 13. We understand that academic research 

indicates that IFRS 13 disclosures have resulted in more transparent reporting. At the same time, we 

recognize the extent of compliance costs that preparers, auditors and regulators incur.    
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Comparable financial reporting outcomes  

33. Canadian entities that are dual listed on Canadian and U.S. exchanges represent over 60% of our 

total domestic market capitalization. These entities face the challenge of working with two accounting 

frameworks as these entities have the option to prepare their financial statements in accordance with 

IFRS as issued by the IASB, or U.S. GAAP. Canada and other jurisdictions have benefited by the fact 

that the requirements for fair value measurement in IFRS 13 are comparable with U.S. GAAP. 

34. We think that common financial reporting facilitates efficient capital markets, increases investor 

confidence and potentially reduces the cost of capital. We are concerned that if the IASB or the FASB 

chooses to modify its fair value guidance, without concurrently consulting or working with the other 

Board, the high-quality and common reporting provided today could diverge. From that perspective, 

we encourage the IASB and the FASB to work together and seek high-quality solutions that will result 

in comparable financial reporting outcomes globally and in the U.S. 

Question 8—Other matters 

Should the Board be aware of any other matters as it performs the PIR of IFRS 13?  If so, please 

explain why and provide examples to illustrate your response. 

 

Shares issued by an acquirer in a business combination that are subject to restrictions by a separate 

agreement 

35. We think that difficulties can arise in measuring the fair value of shares issued by an acquirer in a 

business combination that are subject to restrictions by a separate agreement (i.e., the restrictions on 

the shares are not a characteristic of the shares themselves). Based on a lack of clarity in the current 

guidance, IFRS 13 treats restrictions that are not legally part of the shares issued by the acquirer in a 

business combination differently than restrictions that are part of the shares issued. We think this lack 

of clarity can lead to diversity in practice that is material.   

36. We recommend that the IASB consider clarifying IFRS 13 for this issue. This issue was previously 

discussed by our IFRS Discussion Group in September 2013. For further details, refer to the 

Discussion Group’s meeting report dated September 5, 2013.   
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