
 
 
 
 
 
 

July 23, 2014 
 
 
 
The Honorable Hans Hoogervorst 
Chairman 
International Accounting Standards Board 
30 Cannon Street 
London, EC4M 6XH 
United Kingdom 
 
Re: IASB Exposure Draft on Disclosure Initiative: Proposed Amendments to 
IAS 1 
 
Dear Chairman Hoogervorst: 
 

The U.S. Chamber of Commerce (the “Chamber”) is the world’s largest 
federation of businesses and associations, representing the interests of more than 
three million U.S. businesses and professional organizations of every size and in every 
economic sector.  These members are both users and preparers of financial 
information.  The Chamber created the Center for Capital Markets Competitiveness 
(“CCMC”) to promote a modern and effective regulatory structure for capital markets 
to fully function in a 21st century economy.  To achieve these goals, the CCMC has 
supported the creation of a single global accounting standard and the improvement of 
standards and reduction of complexity through the convergence of U.S. Generally 
Accepted Accounting Principles (“US GAAP”) and International Financial Reporting 
Standards (“IFRS”).  

The CCMC appreciates the opportunity to comment on the International 
Accounting Standards Board (“IASB”) Exposure Draft on the Disclosure Initiative—
Proposed Amendments to IAS 1(“the Proposal”).  The Proposal is one of the short-term 
initiatives under the IASB’s Disclosure Initiative to improve the effectiveness of 
disclosures.  
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The CCMC is very supportive of improving disclosures.1  Corporate 
disclosures, both financial and non-financial, are the primary means for companies to 
communicate material information to investors to allow them to make informed 
decisions on how and where to deploy capital.  While information delivery and 
markets have evolved dramatically, the basic disclosure framework has not kept pace.  
Therefore, initiatives to improve disclosure effectiveness are critical to modernize 
information for investor decision-making, boost confidence, and help facilitate the 
economic activity that allows our capital markets to thrive.  

The Proposal provides clarifying amendments to IAS 1 to address some of the 
concerns expressed about existing presentation and disclosure requirements.  
Additionally, the Proposal also seeks to preserve the ability of entities to use judgment 
when preparing their financial statements.  The Proposal includes amendments that 
involve materiality.  Our comments focus on materiality, which is the point our 
comments are directed at. 

The Proposal would clarify the materiality requirements in IAS 1, to emphasize 
the potentially detrimental effect of overwhelming decision useful information with 
immaterial information.  For example, the Proposal states: 

Some IFRSs identify information that is required to be presented or disclosed in the financial 
statements of an entity. Notwithstanding these specific requirements, an entity shall assess 
whether all of that information needs to be presented or disclosed, or whether some of the 
information is immaterial and presenting or disclosing it would reduce the understandability of 
its financial statements by detracting from the material information. An entity need not 
provide a specific disclosure required by an IFRS in the financial statements, including in the 
notes, if the information resulting from that disclosure is not material. This is the case even if 
the IFRS contains a list of specific requirements or describes them as minimum requirements.2   

 

                                           
1 For example, see the disclosure-related comments in the January 13, 2014 CCMC letter to Chairman Hoogervorst on 
the IASB Discussion Paper: A Review of the Conceptual Framework for Financial Reporting. In addition, the U.S. Chamber of 
Commerce is holding an event on July 29, 2014 on “Corporate Disclosure Reform: Ensuring a Balanced System that 
Informs and Protects Investors and Capital Formation” to discuss the state of corporate disclosure and hear from 
stakeholders and experts on how the business community can be part of the solution to improve the structure of 
disclosure requirements.  
2 See paragraph 31 (page 10) of the Proposal.  
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The CCMC agrees with this clarification.  However, the Proposal goes on to 
state: 

An entity shall also consider whether information about matters addressed by an IFRS needs 
to be presented or disclosed to meet the needs of users of financial statements, even if that 
information is not included in the specific disclosure requirements of the IFRS.3 

In the CCMC’s view, this portion of the Proposal is unworkable and should be 
deleted.  IFRS—as a financial reporting framework—provides the criteria for financial 
reporting, including the criteria for note disclosures.  Asking preparers (and auditors) 
to go beyond the requirements of IFRS in note disclosures or to second-guess the 
absence of any disclosure guidance in IFRS is not practical or appropriate. 

If the Proposal were to be finalized in this form, it would mean that no 
parameters exist thereby encouraging the disclosure overload the Proposal seeks to 
prevent.  Another potential consequence of the Proposal in its current form is 
increased litigation risks for companies, management, those charged with governance, 
and auditors. Increased litigation risk is something that ultimately harms investors. 

Further, the CCMC has previously commented on the need for IASB to 
consider standards of materiality for investors as part of due process.4  IASB’s 
Conceptual Framework for Financial Reporting defines materiality as follows: 

Information is material if omitting it or misstating it could influence decisions that users make 
on the basis of financial information about a specific reporting entity (emphasis added).5    

We understand that the Financial Accounting Standards Board (“FASB”) 
adopted a similar definition in its Conceptual Framework for Financial Reporting 
(September 2010).6   

 However, we are concerned that this definition does not comport with court 
decisions interpreting the federal securities laws in the United States and contained in 
the auditing standards of the Public Company Accounting Oversight Board 

                                           
3 Ibid.  
4 See the September 4, 2012 CCMC letter to the Trustees of the IFRS Foundation on the Invitation to Comment on the IFRS 
Foundation Due Process Handbook (May 2012).   
5 See paragraph QC 11 of the IASB Conceptual Framework for Financial Reporting (September 2010).  
6 See paragraph QC11, Chapter 3 of the FASB Conceptual Framework for Financial Reporting (September 2010). 
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(“PCAOB”).  It should be noted that PCAOB standards apply to audits of foreign 
private issuers (“FPIs”) that use IFRS as the financial reporting framework.  For 
example, PCAOB Auditing Standard No. 11 states: 

In interpreting the federal securities laws, the Supreme Court of the United Stated has held 
that a fact is material if there is ‘a substantial likelihood that the … fact would have been 
viewed by the reasonable investor as having significantly altered the ‘total mix’ of information 
made available.’ As the Supreme Court has noted, determinations of materiality require 
‘delicate assessments’ of the inferences a ‘reasonable shareholder’ would draw from a given set 
of facts and the significance of those inferences to him. …  

This inconsistency in definitions creates confusion and could increase litigation 
risks for companies and auditors alike.  Accordingly, the CCMC recommends that 
IASB revise the definition of materiality.  The CCMC has made a similar 
recommendation to the FASB. 7  We also note that it is important to have 
convergence on the definitions of concepts that are embodied in the accounting 
standards in order to have global consistency in the application of such standards. 

It is equally important that a converged standard is auditable. 

In conclusion, the CCMC appreciates the opportunity to comment on the 
Proposal.  The CCMC stands ready to assist in the initiative for effective disclosures 
that convey relevant information for market participants and mitigate disclosure 
overload and financial reporting complexity.   
 

Sincerely, 

 
Tom Quaadman 

                                           
7 For example, see November 19, 2012 CCMC letter to FASB on the Disclosure Framework (File Reference 2012-220) and 
the July XX, 2014 CCMC letter to FASB on Proposed Statement of Financial Accounting Concepts on Chapter 8: Notes 
to Financial Statements (File Reference No. 2014-200). The CCMC is also encouraged that recently FASB reached the 
tentative decision to amend Topic 270, Interim Reporting, to reflect that disclosures about matters required to be set 
forth in annual financial statements should be provided on an updated basis in the interim report “if there is a substantial 
likelihood that the updated information would be viewed by a reasonable investor as significantly altering the ‘total mix’ 
of information available to the investor.”  


