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ABSTRACT  

 
In this comment letter, our committee (the Financial Reporting Policy Committee of the 
American Accounting Association’s Financial Accounting and Reporting Section) provides 
comments on the International Accounting Standards Board’s Exposure Draft (ED/2015/3), 
“Conceptual Framework for Financial Reporting” (IASB 2015).  We respond to 17 of the 18 
Questions based on our interpretation of academic evidence that has been published or is in 
process. We support many of the proposals and definitions in the Exposure Draft. We highlight 
concerns, however, on the following issues: the inclusion of prudence in the Conceptual 
Framework; the definition of liabilities; the discussion of the weaknesses of historical cost 
accounting; mixed measurement; and the lack of guidance on whether or not the statement of 
performance is conceptually best considered as a single statement or not. In these cases, we 
identify potential alternatives that the International Accounting Standards Board could consider. 
 
  

                                                           
1 The comments in this letter reflect the views of the Committee and are not an official position of the American 
Accounting Association or the Financial Accounting and Reporting Section.  
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I. INTRODUCTION 

The Financial Reporting Policy Committee (hereafter, the Committee) of the Financial 
Accounting and Reporting Section (FARS) of the American Accounting Association (AAA) is 
charged with “evaluating official standard-setting releases related to financial accounting and 
reporting as they are released…and providing timely, substantive, and constructive written 
feedback that is grounded in relevant academic research.”2 The Committee is pleased to provide 
the International Accounting Standards Board (hereafter, the IASB) comments on the Exposure 
Draft (ED/2015/3), “Conceptual Framework for Financial Reporting.”  

The IASB’s Exposure Draft (ED/2015/3) “Conceptual Framework for Financial 
Reporting” (hereafter, the ED) follows from the board’s Discussion Paper (DP/2013/1) “A 
Review of the Conceptual Framework for Financial Reporting” (hereafter, the DP).  There is 
some overlap between the responses of our responses and those of prior academic committees 
and individuals who commented on the DP.3 The IASB invited responses on 18 questions. We 
respond to 17 of the questions in varying degrees of detail. We focus our comments on the 
questions where we believe that recent academic evidence can inform standard setters. For 
practical purposes, we are unable to provide a synthesis of the entire academic literature. We 
have chosen to focus substantially on studies that provide empirical evidence (from archival and 
experimental approaches) and on studies that have been published recently or are currently in 
process. 

 

II.  RESPONSES TO SPECIFIC QUESTIONS 

We organize our comments as follows. We repeat the questions posed by the IASB in 
italics, followed by our response and a discussion of the evidence we used in forming our 
response. We provide a summary of our responses to each of the questions posed by the IASB in 
the Appendix. 

 

Question 1—Proposed changes to Chapters 1 and 2  

Do you support the proposals: (a) to give more prominence, within the objective of financial 
reporting, to the importance of providing information needed to assess management’s 
stewardship of the entity’s resources; (b) to reintroduce an explicit reference to the notion of 

                                                           
2 American Accounting Association (2012). 
3 Academic committees and individuals have responded to questions raised by the IASB in the DP. For example, 
Gordon et al. (2015) who commented on recognition and derecognition, measurement, presentation and disclosure 
and other comprehensive income. Barth (2014) also provides commentary on the lack of measurement concepts in 
the DP. 
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prudence (described as caution when making judgements under conditions of uncertainty) and to 
state that prudence is important in achieving neutrality; (c) to state explicitly that a faithful 
representation represents the substance of an economic phenomenon instead of merely 
representing its legal form; (d) to clarify that measurement uncertainty is one factor that can 
make financial information less relevant, and that there is a trade-off between the level of 
measurement uncertainty and other factors that make information relevant; and (e) to continue 
to identify relevance and faithful representation as the two fundamental qualitative 
characteristics of useful financial information? Why or why not? 

The ED provides a number of proposals on the objectives of financial statements. We 
respond to each of the five questions below. 

_____________________________ 

The ED increases the prominence of stewardship and Question 1(a) seeks feedback on 
this increased prominence in the Conceptual Framework. We agree that discussion of the 
stewardship role of accounting should be included in the Conceptual Framework. We discuss the 
academic evidence in support of our responses below. 

The stewardship role of accounting has been discussed in the academic literature for 
some time. For instance, Rosenfield (1974) states that “An objective of financial statements is to 
report on the control and use of resources by those accountable for their control and use to those 
whom they are accountable” consistent with the stewardship role of accounting. The role of 
accounting in compensation and debt contracts documented in many studies (e.g., Banker and 
Datar 1989; Sloan 1993; Watts 2003a; Watts 2003b; Demerjian 2011; Curtis, Li and Patrick 
2015) provides substantial support for the notion that stewardship is an important objective of 
financial reporting and measurement.4 

In terms of the new discussion of stewardship, we wish to note that stewardship does not 
imply some level of risk aversion in the (careful and responsible) management of business 
activities. We have concern that these two concepts could be conflated due to the IASB’s 
inclusion of negative (protectionist) examples for stewardship in ¶1.23 without providing 
examples in which management take reasonable business risks to capture new profitable business 
opportunities. 

__________________________ 

Question 1(b) relates to the notion of prudence, described in the ED as “caution when 
making judgements under conditions of uncertainty” (¶2.18).  We agree in principle with the 

                                                           
4 Due to these conflicting possibilities of how stewardship could interact with measurement choices, we believe that 
inclusion of the stewardship role of accounting in the Conceptual Framework should be clarified with respect to 
how it interacts with measurement choices. We discuss this further in our response to Question 5. 
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concept of prudence, but not with the choice of that term or the definition as described in the ED. 
Specifically, we believe that many financial statement users and user groups could incorrectly 
interpret the term prudence as conservatism as described in the basis of conclusions as 
“asymmetric prudence” [BC2.11-2.15]. Asymmetric prudence introduces error in the financial 
statements, results in understated total assets, and is clearly in conflict with neutrality. Therefore, 
similar to the alternative view expressed by Patrick Finnegan [AV16], we believe that the 
inclusion of prudence might be implemented in a biased manner even though the ED definition 
explicitly prohibits such bias.5 Rather than using the term prudence, we suggest that the IASB 
refer instead to “the unbiased consideration of available information” as a means to enhance 
neutrality. We discuss the academic evidence in support of our responses below. 

We are not aware of much academic research that investigates the accounting notion of 
(symmetric) prudence. There is a large literature on the topic of asymmetric prudence, typically 
referred to as “conservatism” in the academic literature and defined as the differential 
verifiability required for recognition of profits versus losses.6 The academic literature on the 
merits of conservatism is mixed. Several studies argue that debt and equity investors prefer 
conservative accounting, largely due to the concern that without this feature managers might 
have perverse incentives to record contingent gains that inflate reported performance (for a 
review, see Watts 2003b). In addition, the evidence in Basu (1997) and many related subsequent 
studies are consistent with conservative accounting practice, as they document asymmetric 
timeliness in the recognition of losses over gains. Arguably, the untimely recognition of gains in 
financial statements could reduce their usefulness. As a counterpoint, recent studies provide 
evidence consistent with users having difficulty interpreting conservative accounting (Penman 
and Zhang 2002; Konchitchki 2011, 2013; Curtis, Lewis-Western, and Toynbee 2015). Each of 
these studies finds evidence of a statistical association between a measure of conservative 
reporting and future stock returns, suggesting that investors are less able to fully incorporate 
information contained in accounting data as its level of conservatism increases. Other studies 
find that recording assets and liabilities at their fair value – even if they have increased in value – 
can provide investors with better information about firm value and predictors of bankruptcy risk 
(e.g., Barth and Clinch 1998; Blankespoor, Linsmeier, Petroni, and Shakespeare 2013; Hodder, 
Hopkins, and Schipper 2015). Overall, we interpret the portfolio of research related to 

                                                           
5 Some members of the Committee suggested that the inclusion of prudence for the purposes of achieving neutrality 
was both redundant as neutrality implies that “assets and income are not overstated and liabilities and expenses are 
not understated” (¶2.18)  and inconsistent as the “the exercise of caution” could imply a deferral of the recognition 
of gains, which is inconsistent with neutrality that “does not allow for the understatement of assets and income or 
the overstatement of liabilities and expenses, because such misstatements can lead to the overstatement of income or 
the understatement of expenses in future periods” (¶2.18). 
6 In an extreme form, conservatism is the view that one should “anticipate no profit, but anticipate all losses” (Watts 
2003a). For example, if an economic shock reduces the value of a fixed asset, firms are required to write down the 
value of the asset immediately. However, if an economic shock increases the value of a fixed asset, firms are not 
allowed to record the asset at a value higher than its original cost less accumulated depreciation. 
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conservatism as indicating that financial statements are more informative to users as 
conservatism is reduced.  

____________________________ 

Question 1(c) relates to stating explicitly that a faithful representation represents the 
substance of an economic phenomenon instead of merely representing its legal form. We support 
this proposal and discuss the academic evidence in support of our responses below. 

There is broad support for this definition in the academic accounting literature. For 
example, although there is some debate as to how well investors are able to incorporate 
information that is disclosed rather than recognized in the financial statements7 evidence 
suggests that market prices and more sophisticated investors incorporate off balance sheet 
liabilities into firms’ debt-to-equity ratios and/or firm value. Specifically, prior research shows 
that off balance sheet debt in the form of pensions (Dhaliwal 1986; Landsman 1986) and 
operating leases (Imhoff, Lipe, and Wright 1991) appear to be at least partially priced by 
investors. More recently, Landsman, Peasnell, and Shakespeare (2008) show that even if firms 
securitize their assets and “sell” them to third parties, firms appear to be priced as if these assets 
remain with the firm and the cash received from these sales are a liability of the firm.  

_____________________________ 

Question 1(d) relates to clarifying that measurement uncertainty is one factor that makes 
financial information less relevant, and that there is a trade-off between the level of measurement 
uncertainty and other factors that make information relevant. We support the proposal in 
principle with the clarification of measurement uncertainty, and the trade-off between 
measurement uncertainty and relevance in measurement. We discuss the academic evidence in 
support of our responses below. 

The academic literature supports the view that measurement uncertainty can affect the 
relevance of financial information. For example, level 3 fair values (based, in part, on 
unobservable, firm-generated inputs), by definition, have more measurement uncertainty than 
level 1 and level 2 fair values (based on observable, market-generated inputs). Consistent with 
measurement uncertainty making financial statement information less relevant, Song, Thomas, 
and Yi (2010) find that investors price level 3 assets with a discount, relative to level 1 and level 
2 assets. In other words, the information regarding the value of these assets has differing 
relevance for valuing the firm’s shares, presumably because of the differing degree of 
measurement uncertainty in these assets. Additional evidence in Liang and Wen (2007) suggest 
that fair value provides a better measurement basis than historical cost only when it has low 
noise and is not easy to manipulate, consistent with a trade-off between relevance and 

                                                           
7 We discuss this literature further in our response to Questions 6 and 7. 
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measurement uncertainty. Finally, using an experiment, Hewitt, Tarca, and Yohn (2015) provide 
direct evidence that analysts distinguish less between earnings items that have high vs low 
persistence when the items have high measurement subjectivity compared to when the items’ 
measurement has less subjectivity.  

_____________________________ 

Question 1(e) relates to continuing to identify relevance and faithful representation as the 
two fundamental qualitative characteristics of useful financial information. While the committee 
agrees with the proposal, we note that there is some evidence that financial statement users do 
not perceive these two qualitative characteristics to be fully independent.  Specifically, Kadous, 
Koonce, and Thayer (2012) examine how users perceive relevance vs. reliability (the precursor 
to the ‘representational faithfulness’ concept), and document that factors underlying reliability 
influence users’ judgments of relevance. 

 

Question 2—Description and boundary of a reporting entity  

Do you agree with: (a) the proposed description of a reporting entity in paragraphs 3.11–3.12; 
and (b) the discussion of the boundary of a reporting entity in paragraphs 3.13–3.25? Why or 
why not? 

The ED proposes a description of the reporting entity as distinct from a legal entity 
(¶3.11-3.12) and the boundaries of the reporting entity based on definitions of direct and indirect 
control (¶3.13-3.25). We agree with the proposal. We discuss the academic evidence in support 
of our responses below. 

First, as discussed in our response to Question 1(c), there is considerable academic 
literature that supports the notion of economic substance over legal form. Second, the evidence 
in Abad, Garcia-Borbolla, Larran, Pinero and Garrod (2000) is consistent with the definition of 
control for consolidation purposes being more useful that a non-consolidated (or parent only) 
definition of the boundaries of the firm (at least from a valuation perspective). Specifically, using 
a sample of Spanish firms, they document that consolidated financial reports generally provide 
stronger correlations with market prices than unconsolidated parent company financial reports. In 
addition, Hsu, Duh, and Cheng (2012) find that consolidated financial statements based on a 
broader definition of control provide more useful information than those based only on majority-
ownership. Hence we view the proposal in the ED as consistent with the evidence in the 
academic literature. 
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Question 3—Definitions of elements  

Do you agree with the proposed definitions of elements (excluding issues relating to the 
distinction between liabilities and equity): (a) an asset, and the related definition of an economic 
resource; (b) a liability; (c) equity; (d) income; and (e) expenses? Why or why not? If you 
disagree with the proposed definitions, what alternative definitions do you suggest and why? 

The ED proses definitions for the elements of financial statements. We agree with the 
definitions of an asset and an economic resource, but have concerns about the definition of a 
liability excluding claims that the firm settles with its own equity, as well as the usefulness of 
defining liabilities and equity without distinguishing between these items. We agree in part with 
the alternative view of Suzanne Lloyd and Patrick Finnegan [AV8-AV14]. We discuss the 
academic evidence in support of our responses below. 

As noted in Storey and Storey (1998) and Hodder, Hopkins, and Schipper (2015), assets 
are the only element that can be defined without reference to another element – that is, assets 
have conceptual primacy. We agree in principle with the IASB’s definition of an asset as “a 
present economic resource controlled by the entity as a result of past events…[where] an 
economic resource is a right that has the potential to produce economic benefits.” Having 
defined assets, and given the IASB’s definition of equity as “the residual interest in the assets of 
the entity after deducting all its liabilities,” it becomes imperative to have a precise definition of 
“liabilities.”  

In the current draft of the Conceptual Framework, the IASB’s definition of a liability is: 
“a liability is a present obligation of the entity to transfer an economic resource as a result of past 
events.” It goes on to state in ¶4.30 that “an equity claim does not contain an obligation to 
transfer economic resources” because “an equity claim is not an economic resource for the 
issuer.” Therefore, this definition restricts liabilities to claims where the entity transfers its own 
assets to extinguish the claim, but not when it transfers its own shares to extinguish the claim.  

We believe this is a major shortcoming of the current exposure draft. Under this 
definition for a liability, and given the IASB’s definition for expenses, equity based 
compensation would not technically be an expense to the entity under the proposed Conceptual 
Framework because a promise to pay would not be an increase of a liability (see ¶5.6). This is 
problematic. Academic research shows that investors perceive share-based compensation to be 
an expense of the company (Aboody et al. 2004). This evidence supports the inclusion of 
additional scope for the definition of liabilities proposed in [AV12], which includes the scope for 
obligations settled using the entity’s shares [AV12(a)].  

Finally, Ohlson and Penman (2005) provide a comprehensive analysis of the accounting 
for claims that are contingent on an entity’s common stock performance. They note that while 
many instruments are settled in firms’ shares, the accounting treatment for these various 
instruments (as either debt or equity) is not consistent and results in situations where the 
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accounting outcomes are driven by the form of the instrument rather than the substance. We 
understand that the IASB has specifically asked us to refrain from commenting on “issues 
relating to the distinction between liabilities and equity.” Given, however, that the current IASB 
definition precludes equity based compensation from being a liability (and therefore an expense) 
of the firm, we feel that this distinction between liabilities and equity needs to be resolved before 
the definitions of elements in the Conceptual Framework can be finalized. 

 

Question 4—Present obligation  

Do you agree with the proposed description of a present obligation and the proposed guidance 
to support that description? Why or why not? 

The ED proposes a definition of a present obligation as one that is practically 
unavoidable and due to past events (¶4.31). Similar to Question 3 we have concerns that the 
definition of a present obligation excludes claims where the firm transfers its own shares to meet 
that present obligation. In addition to the studies we discussed in our response to Question 3, 
Aboody (1996) finds evidence that the negative correlation between outstanding employee stock 
options and share prices is stronger for options that are closer to vesting. His results are 
consistent with investors treating these options as present obligations of the firm. 

 

Question 5—Other guidance on the elements  

Do you have any comments on the proposed guidance? Do you believe that additional guidance 
is needed? If so, please specify what that guidance should include. 

We identify three such areas. First, whereas we do not disagree in principle with the 
inclusion stewardship notion (as per ¶1.4(b)) being included in the Conceptual Framework, we 
believe it would be useful if the IASB clarify whether or not stewardship implies a preference for 
historical cost or completed transactions over current values and future-oriented information. Our 
concerns about the inclusion of stewardship stem from the theoretical arguments of Gjesdal 
(1981), who argues that there is a widespread belief “that the stewardship objective implies a 
preference for…information about the past over future-oriented information.”8 

                                                           
8 A large number of academic studies suggest that stewardship roles lead to demand for accounting conservatism, 
this evidence, however, has been challenged in at least two respects. First, Lawrence, Sloan and Sun (2013) provide 
an important caveat that a large amount of this evidence is based on firms simply following GAAP (i.e., 
nondiscretionary, rather than discretionary), making it less likely that results in this literature reflect investor demand 
for conservatism. Second, a number of methodological studies suggest that the method used is not sufficient to reach 
the conclusions drawn in these studies (Dietrich, Riedl, and Muller 2007; Gow, Ormazabal and Taylor 2010; 
Patatoukas and Thomas 2011). 
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In addition, in ¶1.3 the focus on providing information to aid users in “their assessment of 
the amount, timing and uncertainty of (the prospects for) future net cash inflows to the entity” 
(which favors future-oriented information) could be viewed as conflicting with “their assessment 
of management’s stewardship of the entity’s resources” (which some might argue favors 
historical information). Alternatively, effective stewardship could be considered as making an 
assessment of the resources available to the manager at the “beginning” of the performance 
period, which suggests that the balances of the resources available would require remeasurement 
at the beginning of every period to accurately assess the stewardship of the manager for each 
period. This latter definition of the information used to assess stewardship is supported in recent 
research by Anderson et al. (2015) who provide evidence that fair value information can, in at 
least some circumstances, be more useful for stewardship purposes than historical cost 
information. In particular, they show that users are better able to assess the opportunity costs of 
management’s decisions with fair value information than when presented with historical cost 
information. In addition, users can better separate the consequences of management’s actions 
from events beyond management’s control when presented with fair value information than 
when relying on historical cost information. 

The second area we believe needs further guidance is the use of the terms prudence, 
asymmetric prudence, or symmetric prudence. The issue with these terms is that they could be 
misconstrued by preparers and users as allowing information that does not satisfy the neutrality 
criterion. Rather than using the term prudence, we suggest that the IASB refer instead to “the 
unbiased consideration of available information.” In the absence of making this change, we 
suggest that the IASB clarify that the notion of prudence requires information to be neutral and 
unbiased in all respects, or alternatively provide reasons for when biased information would be 
more useful to investors. 

The third area we believe needs further guidance relates to the definition of liabilities. As 
noted above, we understand that the IASB did not ask respondents to address the distinction 
between liabilities and equity, but that is an area where we believe additional guidance is needed. 
Our response to Question 3 highlights that the current definition of a liability appears to be 
primarily related to obligations settled with assets, rather than inclusive of obligations settled 
with equity. The lack of a conceptual basis for distinction between the settlements of obligations 
under these alternative forms of payment is a significant short-coming of the Conceptual 
Framework. Specifically, can a conceptual framework be developed to consistently account for 
obligations that are settled in the entity’s shares? 
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Questions 6 and 7 —Recognition and Derecognition criteria  

Do you agree with the proposed approach to recognition? Why or why not? If you do not agree, 
what changes do you suggest and why? 

Do you agree with the proposed discussion of derecognition? Why or why not? If you do not 
agree, what changes do you suggest and why? 

We answered Questions 6 and 7 jointly. The ED states that items meeting the definition 
of an element of the financial statements should be recognized if it provides relevant 
information, can be faithfully represented, and that the benefits to recognition for the users of the 
financial statements outweigh the costs of providing that information (¶5.9). Further discussion 
is provided in the ED relating to reasons for not recognizing an item that meets the definition of 
an element of the financial statements include existence uncertainty and separability (¶5.5-5.16), 
low probability of outcomes (¶5.17-5.19) and measurement uncertainty (¶5.20-5.21). The ED 
states that derecognition of previously recognized elements of the financial statements is 
determined due to loss of control of part or all of an asset or the extinguishment of a liability 
(¶5.25).  We agree in principle.9 We discuss the academic evidence in support of our responses 
below. 

As noted in Gordon, Bischof, Daske, Munter, Saka, Smith, and Venter (2015), academic 
research relevant to the question of recognition (and derecognition) examines whether there are 
differences in how capital market participants use information that is recognized versus how they 
use information that is only disclosed. Gordon et al. (2015) provide an exhaustive discussion of 
this topic, which we very briefly summarize. Gordon et al. (2015) highlight that the accounting 
literature holds the view that investors underreact to information that is disclosed rather than 
recognized, and academic research suggests that this underreaction is due to information 
processing costs of footnote disclosures (Barth et al. 2003), the reliability or quality of 
information (Choudhary 2011), and behavioral biases (Bloomfield 2002; Hirshleifer and Teoh 
2003). We also agree with Gordon et al. (2015) that, due to inherent limitations in research 
design, these studies have difficulty providing direct evidence on the extent to which relevance 
and representational faithfulness affect the differential reaction to recognized versus disclosed 
information. Finally, as discussed in our response to Question 1(c), evidence in the academic 
literature generally supports recognition and derecognition based on the economic substance 

                                                           
9 Some members of the Committee qualify their support for ¶5.9(c) and ¶5.24 relating to the nonrecognition of items 
due to tradeoff between benefits to users and costs to preparers. Specifically, as the ED identifies a separate role for 
the (undefined) costs of recognition (¶5.24) as distinct from the costs of collecting information to enhance relevance 
(e.g., to resolve measurement uncertainty in ¶5.21(b)) the costs referred to in (¶5.24) are unclear. Thus, some 
members felt that further discussion of which additional costs ¶5.24 refers to is warranted in order to maintain 
consistency with the general aims of assessments of costs in ¶2.42 and to avoid undue discretion by individual 
entities.   
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over legal form, which supports the continued recognition of items falling into the definitions in 
the ED in ¶5.27(b). 

 

Question 8—Measurement bases 

Has the IASB: (a) correctly identified the measurement bases that should be described in the 
Conceptual Framework? If not, which measurement bases would you include and why? (b) 
properly described the information provided by each of the measurement bases, and their 
advantages and disadvantages? If not, how would you describe the information provided by each 
measurement basis, and its advantages and disadvantages? 

The ED currently provides two measurement bases, historical cost and current value 
(¶6.4). In response to Questions 8(a) and 8(b) we agree in principle with the selection of these 
two measurement bases, but discuss a number of concerns relating to the definitions and the 
assessment of their strengths and weaknesses. 

First, we agree that limiting the number of conceptual measurement bases will benefit 
users of accounting information, as this will enhance comparability. Thus, we agree that cash-
flow based measurement techniques fit within these broader concepts and do not warrant 
separate identification as a measurement basis. In contrast, we have concerns with the definition 
of historical cost, as the definition provided in ¶6.6 and ¶6.7 suggest asymmetric subsequent 
remeasurements to historical cost at initial measurement, which is inconsistent with the 
objectives of measurement in ¶6.53-6.63.10  

Second, a short-coming of the ED is that the distinction between historical cost and 
current value is not well defined other than at the time of initial measurement (i.e., ¶6.18 
suggests that historical cost is a subset of current value, where there has been no subsequent 
remeasurement or modification). The differences in measurement based on the treatment of 
transaction costs and the asymmetry in the changes in historical cost measurement, impairment 
and allocations, do not appear to be consistent with the objectives of measurement. Specifically, 
transactions costs (or acquisition costs) are conceptually related to the measurement of an asset 
or liability under historical cost (¶6.7), whereas they are excluded from current value 
measurements (e.g., BC6.37). We are not aware of any academic literature that supports the 
aggregation of transactions costs into the value of assets or liabilities. In contrast, the theoretical 
literature on transaction cost economies suggests that firms exist to minimize transactions costs 
through organizing as a firm (e.g., Coase 1937) and the empirical literature on non-GAAP 

                                                           
10 Some academics, such as Barth (2014) make the distinction between unmodified historical cost and modified 
historical cost. In her discussion, she suggests that modified historical cost (which is consistent with the ED’s 
definition of historical cost in ¶6.6-6.7) has fewer of the qualitative characteristics of useful information than does 
historical cost left unchanged from initial measurement. 



12 
 

earnings finds evidence of firms removing transactions costs associated with merger and 
acquisition activity, consistent with a demand for disaggregated transaction costs (see for 
example Battacharaya et al. 2004). Thus, a weakness of the currently defined historical cost 
approach is that the information needed for investors to infer the efficiency of management in 
minimizing transaction costs, especially for ongoing transactions, cannot be disentangled from 
the historical cost measured value of the asset, inconsistent with the stewardship goal of 
accounting in ¶1.4(b). 

Third, the current definition of historical cost includes only scope for downwards 
remeasurement (¶6.6-6.7), and does not provide scope for the reversals of prior downwards 
remeasurements, which appears to be inconsistent with the goal of neutrality. Academic evidence 
suggests that over the passage of time, asymmetry in remeasurements results in information that 
is less useful information making it is a weakness of historical cost. That is, when assets are not 
remeasured upwards from cost, but are remeasured downwards from cost, investors appear to 
find the information less useful. Specifically, Konchitchki (2011, 2013) finds that even during 
the low inflation periods in the United States, investors are unable to understand the implications 
of inflation for future cash flows, especially at the time of the disposal of long-term assets. The 
academic literature also highlights the weakness of conservative accounting methods in the 
presence of new investment and accounting accrual distortions. Fairfield, Whisenant and Yohn 
(2003) and Richardson, Soliman, Sloan and Tuna (2005; 2006) find that investors have difficulty 
understanding changes in long-term accounting accruals, that is the changes in net operating 
assets (measured under the modified historical cost approach). Curtis et al. (2015) find the 
usefulness of commonly used accounting ratios is reduced as the age of a firm’s assets increase 
for firms in countries with asymmetric remeasurement regimes, but not for firms within 
symmetric remeasurement regimes. Together these results suggest that investors cannot easily 
disentangle the bias in the asymmetric measurement of assets and make errors when firms are 
undertaking capital expenditures or disposing of assets, and highlight weaknesses of asymmetric 
remeasurements in the ED’s definition of historical cost. 

 

Question 9—Factors to consider when selecting a measurement basis  

Has the IASB correctly identified the factors to consider when selecting a measurement basis? If 
not, what factors would you consider and why? 

The ED currently provides discussion of the use of a business-model or intent based 
approach to selecting a measurement basis (¶6.54(a)) and the importance of linking initial and 
subsequent measurement (¶6.52) among other items. We agree in principle with the factors 
discussed, however, academic evidence provides little evidence that the intended purpose of an 
item affects the usefulness of different measurement bases. In particular, Blankespoor et al. 
(2013) suggest that leverage ratios are more informative when measured at fair value, regardless 
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of managerial intent. Furthermore, Hodder et al. (2015) provide a thorough discussion of the 
“value in use” measurement approach (pp. 25-32), and in summary, they argue that a concern 
with the “value in use” measurement approach is that it is based on the anticipation that 
management intentions will come to fruition and “does not recognize the effects of 
management’s implementation of the entity’s business model as they occur” (p. 28). 

In her discussion paper Barth (2014) suggests that current values possess more of the 
qualitative characteristics of useful information than historical cost, in most cases. Other 
academic papers suggest a number of conditions where historical cost could provide information 
that is more useful to investors. Specifically, Liang and Wen (2007) suggest that when current 
values are too noisy or manipulatable historical cost is preferable, Allen and Carletti (2008), 
suggest that in times of liquidity shocks and contagion, current values reflect liquidity premia 
more than future earnings potential and Plantin, Sapra, and Shin (2008) suggest that current 
values could lead to increased price volatility and managerial inefficiencies due to a feedback 
role of accounting. Overall, these studies suggest that the Conceptual Framework could contain 
further guidance on under which what conditions historical cost might provide better information 
than current values, and vice-versa. Specifically, this could be included as additional discussion 
stemming from (¶6.56) as the basis for measurement selection, rather than (¶6.54(a) and (b)).   

 

Question 10—More than one relevant measurement basis  

Do you agree with the approach discussed in paragraphs 6.74–6.77 and BC6.68? Why or why 
not? 

The ED discusses the possibility that relevance may be enhanced in some cases when 
using different measurement bases for related items on the statement of financial position and 
statement of financial performance. We do not agree in principle with this approach. We agree 
with ¶6.75 that states accounting information will be more understandable when there is 
consistency in the measurement basis chosen for the statement of financial position and 
statement of financial performance. We are unaware of any academic evidence that suggests 
relevance can be enhanced through the use of different measurement bases across financial 
statements, instead, we discuss evidence that different measurement bases can detract from the 
relevance of financial statements. Finally, we agree in principle with the disclosure of 
information in the footnotes that would enable a user to reconcile the measurement differences, 
but again raise concerns about the incremental usefulness of footnotes relative to items 
recognized in the financial statements. We discuss the academic evidence in support of our 
responses below. 

First, academic evidence suggests that inconsistencies in the measurement basis of items 
on the statements of financial position and performance lower the relevance of financial 
information. Many users of financial information combine information in the balance sheet and 
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income statement in the form of financial ratios including return on assets and asset turnover 
(e.g., Penman 2007; Soliman 2008). For example, academic research has argued that because 
revenues are largely reported in current values and assets are largely reported in historical values, 
the existing differences in the measurement bases across these statements lead to less relevant 
accounting-based ratios. Specifically, Konchitchki (2011, 2013) and Curtis et al. (2015) highlight 
that unrecorded changes in the value of assets, due to inflation or appreciation, are statistically 
associated with future returns, consistent with lower quality financial reporting. When the inputs 
to ratios are both measured closer to their current values, Curtis et al. (2015) find no evidence 
that ratios are less useful. Finally, as it relates to the “mixed attribute” reporting model for 
derivatives designated as cash flow hedges (i.e., the derivative is recorded at fair value but the 
underlying transaction is recorded at historical cost), research shows that investors misprice this 
information unless management provides a forecast to help them better understand it (Campbell 
2015; Campbell, Downes, and Schwartz 2015). For a sample of commercial banks, the mixed 
attribute accounting for available for sale securities in the U.S. (i.e., fair value on the statement 
of financial position and amortized cost on the statement of financial performance) Dong, Ryan 
and Zhang (2014) find that realized gains and losses are priced incrementally over the 
accumulated unrealized gains and losses. 

Second, academic evidence suggests that footnotes that provide alternative measures of 
profit can potentially be useful. Specifically, Bernard and Ruland (1987) examine the 
incremental value of footnote disclosures of current cost income numbers and find evidence that 
investors use the footnote disclosure of current cost information in industries where the 
correlation between historical cost income and current cost income is low. We therefore agree 
that investors would benefit from the footnote disclosure of the income effects of alternative 
measurement. Our support for the footnote disclosure is conditioned on two additional concerns: 
discussion of reasons for different measurement bases for related items is likely to be 
additionally complex, and the academic literature provides substantial evidence that investors do 
not always understand the information in footnotes and instead, tend to rely on the recognized 
information in the financial statements (e.g., Barth, Beaver, and Landsman 1996; Müller, Reidl 
and Sellhorn 2015). In an extreme case involving a sample of Oil and Gas Royalty Trusts, 
Patatoukas, Sloan, and Zha (2015) find evidence that footnote disclosures of discounted cash 
flow valuations of the Trusts were not processed by investors in a timely manner, but instead 
required the publication of media articles to highlight to investors that the current prices of the 
trusts were well above the DCF estimates. 
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Question 11—Objective and scope of financial statements and communication  

Do you have any comments on the discussion of the objective and scope of financial statements, 
and on the use of presentation and disclosure as communication tools? 

The ED provides discussion of the objective and scope of financial statements and on the 
use of presentation and disclosure as communication tools. We agree in principle with the 
objectives and scope (¶7.2-7.7). We also agree that the aggregation of similar items will enhance 
the relevance of disclosure. Further, we agree with the alternative view proposed by Patrick 
Finnegan [AV34(a)] that defining an appropriate level of disaggregation (rather than 
aggregation) may lead to clearer communication of financial information. We discuss the 
academic evidence in support of our responses below. 

Academic evidence suggests that disaggregation on the income statement based on 
persistence provides useful information to investors. Fairfield et al. (1996) find that the 
classification on the income statement provides a hierarchical ranking of the usefulness in 
statistically forecasting future earnings. Lipe (1986) finds stronger statistical correlations 
between market returns around earnings announcements to the components of income with 
greater levels of persistence. Additional evidence is found for transitory items broadly defined as 
‘special items’ a measure constructed by the Compustat database that includes transitory items 
(see for example, Burgstahler et al. 2002; Dechow and Ge, 2006). Additional findings in support 
of disaggregation include the evidence in Hales et al. (2012), who suggest that lease contracting 
can be improved with disaggregate disclosures on the terms of the lease and Curtis, McVay and 
Wolfe (2014) who find that changes in the treatment of discontinued operations in the U.S. 
setting following SFAS 144 result in more persistent measures of income from continuing 
operations. Bartov and Mohanram (2014) investigated the effects of SFAS 145, prior to which 
classified the gains and losses from early debt extinguishments in extraordinary items and 
subsequent to which classified these items into continuing income. Their evidence provides 
further support that the position of a line-item on the financial statements affects whether 
investors react to the information. Hewitt, Tarca and Yohn (2015) provide evidence that 
investors perceive classifications of earnings components disaggregated into unusual or 
infrequent as affecting investors’ perceptions of persistence, whereas classifications into accruals 
and cash flows affects investors’ perceptions of measurement subjectivity. We discuss additional 
academic evidence regarding disaggregation in our response to Questions 12-14. Overall, these 
studies are consistent with benefits from disaggregation for both the investment and stewardship 
role of accounting. 
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Question 12—Description of the statement of profit or loss  

Do you support the proposed description of the statement of profit or loss? Why or why not? If 
you think that the Conceptual Framework should provide a definition of profit or loss, please 
explain why it is necessary and provide your suggestion for that definition. 

The ED provides a discussion of performance reporting that separates reporting into 
profit and loss and other comprehensive income. Neither the profit or loss nor other 
comprehensive income are defined in the ED, with a single example provided in ¶7.25. We 
support the description of financial performance in ¶7.20 in principle, but believe that the 
Conceptual Framework is a suitable place to consider whether there is a conceptual basis for a 
single performance statement, or not. Absent this definition, the distinction between income and 
other comprehensive income appears to be ad hoc and more of a codification of practice than a 
financial reporting concept. Academic literature suggests that a single performance statement is 
more useful. A definition of profit and loss appears necessary in order to provide a conceptual 
reason for a single performance statement (also see our discussion of Question 10). The 
academic literature provides a definition of profit and loss with a strong theoretical foundation: 
clean-surplus earnings. We discuss the academic evidence in support of our responses below. 

Hirst and Hopkins (1998) provide evidence in support of a single statement of financial 
performance. There is also a large academic literature which examines the usefulness of items 
classified into OCI under current accounting standards. The academic literature provides 
evidence that items included in OCI are either transitory in nature or mean-reverting (e.g., 
Dhaliwal et al. 1999; Jones and Smith 2011). Badertscher, Burks and Easton (2014) provide 
evidence that the recycling of other-than-temporary impairments appear informative to investors, 
and when other-than-temporary impairments are bifurcated into OCI and profit and loss, 
investors appear to price only the information in profit and loss. In addition, academic evidence 
suggests that financial statement users are generally able to disentangle information on the 
transitory items within the statement of financial performance. For example, Lipe (1986) 
suggests that all line items are informative to investors, but vary according to their expected level 
of persistence. We echo the conclusion drawn by Gordon et al. (2015, p.103) in their review of 
the academic literature that remeasurements provide one avenue of aggregation of information 
within the performance statement(s).  

Among others, Ohlson (1995) and Feltham and Ohlson (1995) demonstrate that measures 
of accounting net assets and clean-surplus measures of performance can be reconciled with the 
dividend discount model. This suggests that the theoretical foundation for performance reporting 
is a single performance statement with a comprehensive (clean-surplus) income measure. In our 
response to Question 11, we discuss the literature on the informativeness of income statement 
classifications, which suggests the importance of disaggregation of income into similar line items 
based on the persistence of those items (see also the conclusions drawn in Baderscher et al. 
2014). In addition to the evidence discussed there, within the statement of financial performance 
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evidence suggests that income classifications into “earnings before remeasurements” and 
“remeasurements” provide the most useful information to investors (Tarca et al. 2008), and a 
similar conclusion is drawn by Rees and Shane (2012) in their review of financial performance 
classification.11 

 

Question 13—Reporting items of income or expenses in other comprehensive income  

Do you agree with the proposals on the use of other comprehensive income? Do you think that 
they provide useful guidance to the IASB for future decisions about the use of other 
comprehensive income? Why or why not? If you disagree, what alternative do you suggest and 
why? 

The ED provides the distinction between classification of a transaction or remeasurement 
into profit and loss relative to OCI. Specifically, the ED states that all income and expenses will 
be included in profit and loss other than remeasurements to current values (¶7.24(a)) conditional 
on the exclusion of these remeasurements enhancing the relevance of profit and loss (¶7.24(b)). 
We agree with the need to define the conceptual reasons for classification into OCI as a separate 
performance statement, or as we discussed in our response to Question 12, as a separate 
classification within a single performance statement. We believe that the current definitions do 
not provide a sufficient basis for the guidance of future decisions. Instead, we agree with the 
concerns raised by Stephen Cooper and Patrick Finnegan [AV2-AV7]. Specifically, the 
academic literature we discussed in response to Questions 11 and 12 provide general support for 
the proposal in [AV4] whereby classification is based on economic characteristics. 

 

Question 14—Recycling  

Do you agree that the Conceptual Framework should include the rebuttable presumption 
described above? Why or why not? If you disagree, what do you propose instead and why? 

The ED states that items originally classified in OCI will be reclassified into future profit 
and loss when the reclassification is relevant. The possibility of rebuttal of this approach in 
(¶7.27) appears to be due to the possibility that a future reclassification would be arbitrary. We 
disagree with the rebuttal. In our responses to Questions 11 and 12 we discussed that the 
academic literature suggests that the distinction between profit and loss and OCI is not defined, 
and expressed the viewpoint that academic evidence suggests a single performance statement is 

                                                           
11 As a minor point, we also have concerns relating to ¶7.23(b) and ¶7.25 which overlap with our concerns about 
multiple measurement bases across the statement of position and performance as discussed in our response to 
Question 10. It appears that this approach will create a non-articulation problem between the statements of position 
and performance. 



18 
 

preferable. Without a definition of profit and loss as distinct from OCI, we believe that recycling 
can be interpreted in an ad hoc fashion. An alternative may be to provide a distinction between 
realized and unrealized gains and losses, which is missing from the current definition. Second, 
the rebuttal appears to present the opportunity for a non-zero cumulative balance in OCI over the 
life of certain transactions. This appears to be inconsistent with the faithful representation of 
these transactions. In terms of alternatives, the view of Stephen Cooper and Patrick Finnegan 
[AV5], which provides the basis for net zero impact on OCI over the life of a transaction, 
appears more consistent with the academic evidence we discussed in our responses to Questions 
11 and 12.  

 

Question 15—Effects of the proposed changes to the Conceptual Framework  

Do you agree with the analysis in paragraphs BCE.1–BCE.31? Should the IASB consider any 
other effects of the proposals in the Exposure Draft? 

The ED discusses inconsistencies with existing standards in BCE.1-BCE.31. We did not 
respond to this question. 

 

Question 16—Business activities 

Do you agree with the proposed approach to business activities? Why or why not? 

The Basis for Conclusions discusses that the discussion of the business model, or intent 
based approach, to accounting has not been included in the ED as a concept in the Conceptual 
Framework. We agree in principle with the discussion in BCIN.30. As discussed in our response 
to Question 9, we found little academic evidence on this topic. 

 

Question 17—Long-term investment 

Do you agree with the IASB’s conclusions on long-term investment? Why or why not? 

The Basis for Conclusions discusses and addresses concerns raised by respondents to the 
Discussion Paper that the Conceptual Framework places too much emphasis on short-term 
investors relative to long term investors (BCIN.39(a & b)), has an excessive use of current values 
which is more relevant to short-term investors (BCIN.39(c)), and will influence distributions 
such as dividends and bonuses (BCIN.39(d)). We agree with the IASB’s rebuttal in BCIN.40 and 
discussion in BCIN.44. First, the academic evidence we discussed in our responses to Questions 
11-14 generally support the conclusion that financial statement classification based on similar 
characteristics of revenues and expenses provides investors and potential investors with the tools 
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to disentangle transitory from nontransitory items. Second, the academic literature discussed in 
response to Questions 8-10 generally finds that new investment for long-term growth is harder to 
assess when accounting is based on historical cost. Third, there is no systematic academic 
evidence that supports that accounting measurement influences dividend payments or bonus 
payments to managers. In contrast, the adjustments to GAAP based financial reporting for 
compensation contracting between boards of directors and managers tend to result in lower 
compensation that is more closely aligned with performance (Curtis, Li and Patrick, 2015). 

 

Question 18—Other comments 

Do you have comments on any other aspect of the Exposure Draft? Please indicate the specific 
paragraphs or group of paragraphs to which your comments relate (if applicable). As previously 
noted, the IASB is not requesting comments on all parts of Chapters 1 and 2, on how to 
distinguish liabilities from equity claims (see Chapter 4) or on Chapter 8. 

Whereas the IASB did not seek input on Chapter 8, in our discussion of measurement in 
response to Questions 8 and 9, we identified inflation as a source of difficulty for investors. As 
such, we suggest that the IASB give further consideration to the influence of inflation on asset 
measurement and how this could affect the usefulness of accounting information more generally 
than the limited hyperinflationary setting described in ¶8.9 and BCIN.24.  
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APPENDIX 

Summary of IASB Questions for Comment and the Committee’s Responses 

 Question Summary of the Committee’s Response  
1a Do you support the proposal to give more 

prominence, within the objective of 
financial reporting, to the importance of 
providing information needed to assess 
management’s stewardship of the entity’s 
resources? 
 

We agree that discussion of the stewardship role of 
accounting should be included in the Conceptual 
Framework.  

1b Do you support the proposal to reintroduce 
an explicit reference to the notion of 
prudence (described as caution when 
making judgements under conditions of 
uncertainty) and to state that prudence is 
important in achieving neutrality? 
 

We believe that the concept of prudence, and 
especially the prominence of asymmetric prudence in 
the basis of conclusions, could undermine the 
concept of neutrality. Similar to the alternative view 
expressed by Patrick Finnegan [AV16] we believe 
that prudence may be implemented in a biased 
manner, and prefer instead the concept of “the 
unbiased consideration of available information.” 

1c Do you support the proposal to state 
explicitly that a faithful representation 
represents the substance of an economic 
phenomenon instead of merely representing 
its legal form? 
 

We support this proposal. 

1d Do you support the proposal to clarify that 
measurement uncertainty is one factor that 
can make financial information less 
relevant, and that there is a trade-off 
between the level of measurement 
uncertainty and other factors that make 
information relevant? 
 

We support the proposal to clarify measurement 
uncertainty, and the trade-off between measurement 
uncertainty and relevance in measurement. 

1e Do you support the proposal to continue to 
identify relevance and faithful 
representation as the two fundamental 
qualitative characteristics of useful 
financial information?  
 

We support the proposal. 

2 Do you agree with: (a) the proposed 
description of a reporting entity in 
paragraphs 3.11–3.12; and (b) the 
discussion of the boundary of a reporting 
entity in paragraphs 3.13–3.25? Why or 
why not? 
 

We agree. 

3 Do you agree with the proposed definitions 
of elements (excluding issues relating to the 
distinction between liabilities and equity): 
(a) an asset, and the related definition of an 

We agree with the definitions of an asset and an 
economic resource. However, we disagree with the 
definition of a liability because it precludes claims 
settled in the firm’s own shares, and also have 
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 Question Summary of the Committee’s Response  
economic resource; (b) a liability; (c) 
equity; (d) income; and (e) expenses? Why 
or why not? If you disagree with the 
proposed definitions, what alternative 
definitions do you suggest and why?  
 

concerns about the usefulness of defining elements 
without a clear distinction between liabilities and 
equities. We agree in part with the alternative view of 
Suzanne Lloyd and Patrick Finnegan [AV8-AV14].  

4 Do you agree with the proposed description 
of a present obligation and the proposed 
guidance to support that description? Why 
or why not?  
 

Similar to Question 3, we have concerns about the 
definition of present obligations.  

5 Do you have any comments on the 
proposed guidance? Do you believe that 
additional guidance is needed? If so, please 
specify what that guidance should include.  
 

We provide three additional comments. The first is 
that we believe the stewardship role of accounting on 
measurement requires further explanation, the second 
is that we are concerned that the term prudence will 
violate the concept of neutrality and thus requires 
further differentiation, and the third is that we 
continue to have concerns relating to the exclusion 
from the definition for liabilities of claims settled 
with the firm’s own equity (as well as the lack of 
distinction between liabilities and equity). 

6 Do you agree with the proposed approach 
to recognition? Why or why not? If you do 
not agree, what changes do you suggest and 
why? 
 

We agree. 

7 Do you agree with the proposed discussion 
of derecognition? Why or why not? If you 
do not agree, what changes do you suggest 
and why?  
 

We agree. 

8 Has the IASB: (a) correctly identified the 
measurement bases that should be 
described in the Conceptual Framework? If 
not, which measurement bases would you 
include and why? (b) properly described 
the information provided by each of the 
measurement bases, and their advantages 
and disadvantages? If not, how would you 
describe the information provided by each 
measurement basis, and its advantages and 
disadvantages?  
 

We believe that the IASB’s selection of these two 
measurement bases is correct, and discuss a number 
of additional concerns relating to the assessment of 
their strengths and weaknesses. 

9 Has the IASB correctly identified the 
factors to consider when selecting a 
measurement basis? If not, what factors 
would you consider and why?  
 

We have some concerns relating to the intent-based 
approach suggest that the Conceptual Framework 
could contain further guidance on under which what 
conditions historical cost might provide better 
information than current values, and vice-versa.  

10 Do you agree with the approach discussed We have concerns relating to the possibility that s 
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 Question Summary of the Committee’s Response  
in paragraphs 6.74–6.77 and BC6.68? Why 
or why not?  
 

mixed-measurement approach may be selected as this 
could lead to inconsistencies between standards and 
lower the usefulness of financial statements. 

11 Do you have any comments on the 
discussion of the objective and scope of 
financial statements, and on the use of 
presentation and disclosure as 
communication tools? 
 

We agree in principle with the objectives and scope 
(¶7.2-7.7). We also agree that the aggregation of 
similar items will enhance the relevance of 
disclosure. Further, we agree with the alternative 
view proposed by Patrick Finnegan [AV34(a)] that 
defining an appropriate level of disaggregation will 
result in more relevant financial statements. 

12 Do you support the proposed description of 
the statement of profit or loss? Why or why 
not? If you think that the Conceptual 
Framework should provide a definition of 
profit or loss, please explain why it is 
necessary and provide your suggestion for 
that definition.  
 

We support the description of financial performance 
in ¶7.20 in principle, but believe that the Conceptual 
Framework is a suitable place to consider whether 
there is a conceptual basis for a single performance 
statement, or not. Absent this definition, the 
distinction between income and other comprehensive 
income appears to be ad hoc and more of a 
codification of practice than a financial reporting 
concept. Academic literature suggests that a single 
performance statement is more useful. 

13 Do you agree with the proposals on the use 
of other comprehensive income? Do you 
think that they provide useful guidance to 
the IASB for future decisions about the use 
of other comprehensive income? Why or 
why not? If you disagree, what alternative 
do you suggest and why? 
 

We have concerns similar to the alternative view of 
Stephen Cooper and Patrick Finnegan [AV2-AV7]. 

14 Do you agree that the Conceptual 
Framework should include the rebuttable 
presumption described above? Why or why 
not? If you disagree, what do you propose 
instead and why?  
 

Similar to Question (12) we have concerns that the 
current framework does not provide sufficient 
guidance on whether one or two statements of 
financial performance are warranted. In addition, the 
distinction between realized and unrealized gains and 
losses is missing from the definition. 

15 Do you agree with the analysis in 
paragraphs BCE.1–BCE.31? Should the 
IASB consider any other effects of the 
proposals in the Exposure Draft?  
 

We did not provide a response to this question. 

16 Do you agree with the proposed approach 
to business activities? Why or why not?  
 

We agree in principle that it is unnecessary to provide 
a conceptual basis for accounting for business 
activities. 

17 Do you agree with the IASB’s conclusions 
on long-term investment? Why or why not?  
 

We agree with the rebuttal in BCIN.40. 

18 Do you have comments on any other aspect 
of the Exposure Draft? Please indicate the 
specific paragraphs or group of paragraphs 
to which your comments relate (if 

We believe that one source of difficulty for financial 
statement users is due to the effects of inflation (and 
appreciation) on the measurement of the net 
operating assets of the firm. Thus, we suggest that the 
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 Question Summary of the Committee’s Response  
applicable). As previously noted, the IASB 
is not requesting comments on all parts of 
Chapters 1 and 2, on how to distinguish 
liabilities from equity claims (see Chapter 
4) or on Chapter 8. 

IASB reconsider accounting for inflation (BCIN.24 
but not solely for hyperinflation economies ¶8.9). 
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