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April 17, 2015 
 
 
Submitted electronically via www.ifrs.org 
 
International Accounting Standards Board 
30 Cannon Street, 1st Floor 
London EC4M 6XH 
United Kingdom 
 
Dear Sirs: 
 

Re: Disclosure Initiative (Proposed amendments to IAS 7) (ED/2014/6) 
 
This letter is the response of the Canadian Accounting Standards Board (AcSB) to the International 
Accounting Standards Board’s (IASB) Exposure Draft, “Disclosure Initiative (Proposed amendments to 
IAS 7),” issued in December 2014. 
 
The AcSB is Canada’s national accounting standard setting body, which has adopted a strategy of 
importing IFRSs into Canada for publicly accountable enterprises.  The AcSB consists of members from a 
variety of backgrounds, including financial statement users, preparers, auditors and academics.  
Additional information about the AcSB can be found at www.frascanada.ca. 
 
The views expressed in this letter take into account comments from our outreach, consisting of 
discussions with members of the AcSB’s User Advisory Council, individual members of the AcSB and its 
staff.  However, the views expressed in this letter do not necessarily represent a common view of the 
members of the AcSB, its committees or staff.  Formal positions of the AcSB are developed only through 
due process. 
 
We continue to strongly support the IASB in its efforts to improve the effectiveness of disclosures in 
financial statements.  We support the proposals because users that we consulted thought that the 
disclosures would provide useful information.  Although we think the amendments represent an initial 
step forward, we are concerned that additional liquidity disclosures are being added on an ad hoc basis.  
We encourage the IASB to consider these additional disclosures more holistically with other liquidity 
disclosures, particularly those in IFRS 12 Disclosure of Interests in Other Entities.  We are also concerned 
that companies that choose to present certain activities as operating activities rather than financing 
activities, in accordance with IAS 7 Statement of Cash Flows, will not need to provide the disclosures for 
these activities thus affecting comparability.  We encourage the IASB to address this concern as part of 
broader changes to IAS 7. 
 

http://www.frascanada.ca/
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Responses to the first two questions posed in the Exposure Draft, along with drafting suggestions, are 
provided in the Appendix to this letter.  We have not responded to the taxonomy questions as this 
information is beyond the scope of the AcSB’s mandate. 
 
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@cpacanada.ca) or Kathryn Ingram, Principal, Accounting Standards (+1 416 204‐3475 or email 
kingram@cpacanada.ca). 

 
Yours truly, 
 

 
Linda F. Mezon, FCPA, FCA 
CPA (MI) 
Chair, Canadian Accounting Standards Board 
lmezon@cpacanada.ca 
+1 416 204‐3490 
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APPENDIX 
 

Question 1—Disclosure Initiative amendments 

This Exposure Draft of proposed amendments to IAS 7 forms part of the Disclosure Initiative. Its 
objectives are to improve: 

(a) information provided to users of financial statements about an entity’s financing 
activities, excluding equity items; and 

(b) disclosures that help users of financial statements to understand the liquidity of an entity. 

Do you agree with the proposed amendments (see paragraphs 44A and 50A)? Do you 
have any concerns about, or alternative suggestions for, any of the proposed 
amendments? 

 
As noted in our cover letter, we support the proposed amendments and think the amendments 
represent an initial step forward.  Users that we consulted thought that the reconciliation will provide 
useful information that would help them to better understand changes in debt.  For example, these 
users highlighted that it was important to them to understand changes relating to foreign exchange, fair 
value and hedging.  Further, the users noted that understanding circumstances which constrain 
management’s ability to use cash and cash equivalents is critical to assessing the liquidity of an entity.   
 
However, we think that the proposed requirement in paragraph 50A to disclose matters that “are 
relevant to an understanding of the liquidity of the entity” is too broad.  We recommend the following 
sentence instead: 
 
“If economic constraints are likely to affect the decisions of an entity on the use of cash and cash 
equivalent balances, including tax liabilities that would arise on the repatriation of such balances, these 
constraints shall be disclosed.” 
 
We recommend referring to “economic constraints” instead of “economic restrictions” because the 
term “restrictions” has a different meaning elsewhere in IFRSs, i.e. legal, statutory, contractual or 
regulatory restrictions.  We recommend that proposed paragraph 50A should be located prior to 
paragraph 50 because required disclosures should be cited before optional encouraged disclosures.   
 
We recommend clarifying that “equity items” in proposed paragraph 44A only captures equity items as 
defined under IAS 32 Financial Instruments: Presentation.  Without this clarification, some could 
misinterpret this paragraph to exclude items that are equity in legal form but are classified as liabilities. 
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Question 2—Transition provisions 

Do you agree with the proposed transition provisions for the amendments to IAS 7 as described 
in this Exposure Draft (see paragraph 59)? 

If not, why and what alternative do you propose? 

 
We agree with the proposed transition provisions for the reasons identified in paragraph BC18 of the 
Exposure Draft.   
 
 
 
 
 

 
 


