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23 July 2014  

 

Mr Hans Hoogervorst 

Chairman 

International Accounting Standards Board 

1
st
 Floor 30 Cannon Street 

London EC4M 6XH 

United Kingdom 

         (By online submission) 

 
Dear Hans 

 

RESPONSE TO EXPOSURE DRAFT ON DISCLOSURE INITIATIVE: PROPOSED 

AMENDMENTS TO IAS 1  
 

The Singapore Accounting Standards Council appreciates the opportunity to comment on the 

Exposure Draft on Disclosure Initiative: Proposed Amendments to IAS 1 (the ED) issued by 

the International Accounting Standards Board (the IASB) in March 2014.   

 

We applaud the IASB’s effort to deal with the existing disclosure issue in the Disclosure 

Initiative and welcome the publication of the ED as a timely positive first-step towards 

enhancing the quality and understandability of financial statements. 

 

Subject to our comments below, we are generally supportive of the proposed narrow-scope 

amendments to IAS 1 as well as the proposed transition provisions. We believe that the 

proposed amendments would add clarity to the existing presentation and disclosure 

requirements in IAS 1, and address concerns expressed about the excessive literal 

interpretations of the wording in IAS 1 which have resulted in the provision of too much 

irrelevant boilerplate information and not enough relevant entity-specific information in 

financial statements.  

 

(a) Interaction between paragraph 85 and paragraph 99 of IAS 1 

 
We note that there are different interpretations in practice as to how paragraph 85 should 

interact with paragraph 99 of IAS 1, in situations where a subtotal, which is considered 

relevant to an understanding of financial performance, excludes certain components of line 

items that are presented under the ‘nature of expense’ method or ‘function of expense’ 

method of presentation.  

 

One interpretation is that paragraphs 85 and 99, when read together with paragraph 100 of 

IAS 1, would require an entity to present a hybrid analysis of expenses and the relevant 

subtotal in its statement of comprehensive income (SCI) as well as to disclose the analysis of 

expenses by nature or function in the notes. 
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Another interpretation is that an entity is not permitted to present a hybrid analysis of 

expenses in the SCI, notwithstanding the guidance in paragraph 100, when it applies by 

analogy the IASB’s rationale for prohibiting the presentation of ‘extraordinary items’ as 

articulated in paragraph BC63 of the Basis for Conclusions on IAS 1, i.e. the nature or 

function should determine the presentation of items within the income statement and 

‘extraordinary items’ are only a subset of items of income and expense that may warrant 

disclosure. Under this interpretation, it is unclear how the subtotal that is considered relevant 

to an understanding of financial performance should be presented within the constraints of 

the ‘nature of expense’ or ‘function of expense’ method of presentation. 

 

We recommend that the IASB should clarify the interactions between paragraph 85 and 

paragraphs 99, 100 and BC63, in particular, whether paragraph 85 or paragraph 99 should 

take precedence where there is tension between these requirements.  

 

(b) Notes structure – Trade-off between ‘understandability’ and ‘comparability’  
 

The ED proposes to amend paragraph 113 of IAS 1 to clarify that an entity should consider 

‘understandability’ and ‘comparability’ of its financial statements when determining the order 

of the notes, but is silent on how a trade-off between these characteristics, which the IASB 

acknowledges in paragraph BC19 of the ED’s Basis for Conclusions, should be dealt with.  

 

We are concerned that practice diversity could result from the absence of guidance, 

particularly when both ‘understandability’ and ‘comparability’ are enhancing qualitative 

characteristics of useful information in the Conceptual Framework.  

 

Furthermore, we understand that paragraph BC19 has been interpreted by some constituents 

as implying that ‘understandability’ would take precedence over ‘comparability’ in the event 

of a conflict, which is inconsistent with the current drafting of the aforesaid proposed 

amendment to paragraph 113.  

 

We recommend that the IASB should incorporate guidance in IAS 1 to clarify how 

‘understandability’ should be considered vis-à-vis ‘comparability’ when there is a trade-off 

between the two enhancing qualitative characteristics, and the drafting of paragraph BC19 

should be refined accordingly.  

 

We hope that our comments will contribute to the IASB’s deliberation on the ED. Should you 

require any further clarification, please contact our project manager Chia Chia CHIONH at 

chionh_chia_chia@asc.gov.sg.  

 

 

Yours faithfully  

 

Suat Cheng GOH  

Technical Director  

Singapore Accounting Standards Council   

 

 
 


