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26 November 2015. 

The International Accounting Standards Board (IASB) 

30 Cannon Street 

London EC4M 6XH 

United Kingdom 

Via Email: commentletters@ifrs.org 

 

Honourable Board Members: 

Re: Comments on Exposure Draft ED/2015/3: Conceptual Framework for Financial 

Reporting. 

We wish to record our appreciation for the honorable President for his pro-active 

approach that we admire so much; and thank the members of the Board and all those 

involved in the project team - for making available appropriate references, Basis for 

Conclusions and web presentations, and for extending the time for submission of 

comments.  

We are pleased to convey our view on the captioned subject; Enclosure 1 contains our 

responses to the Questionnaire. 

A summary of our views is as follows- 

The IASB rightly identifies Conceptual Framework as a fundamental document for 

developing further standard1. The Framework needs to climb up the ladder of providing 

more relevant information to the primary users in the financial statements: this may be in 

terms of common form of equity instrument held, resulting in disclosure of the net asset 

value on ‘per share’2. Similarly, the return on equity may also be disclosed as a part of 

financial statements.  

                                                           
1 ‘The IASB is of the view that the Conceptual Framework should be a practical tool that will help it to 

develop Standards’ (BCIN18). Also, “…a complete, clear and up-to-date Conceptual Framework is 

necessary for the effective development of Standards" (BCIN13).  
2 Response to Q1(a). 

mailto:altafnoorali@gmail.com


Altaf Noor Ali                                                                                                   الطاف نورعلٸ 
Chartered Accountants                                                                                                   شورىمن محاسبان  
F-42, Block-7, Clifton, Karachi-75600, Pakistan  : altafnoorali@gmail.com  

Page | 2 

We find the concept of prudence to be inconsistent with neutrality3.  

The information about the cash flows is central to the idea of financial statements. Treat 

the concept of cash flows with respect it deserves as a separate element of financial 

statements or equivalent to attain the objective of financial statement of providing useful 

information to assess net cash inflows. Embrace the concept of business activities to 

make financial statements more relevant4.  

We do not support the definition of equity as a residue of assets less liabilities. That may 

be one way of looking at it but not the only one. Equity is the financial stake of owners in 

an entity5. Elements of financial performance - income and expenses - impact equity 

directly. 

The scope of financial statements needs to extend to make the management responsible 

for allocating sufficient resources, human and others, to enable the financial reporting 

function to output relevant and faithful representation6.  

Designate the preparers of financial reports to make a visible effort to make the contents 

of the financial reporting understandable from users’ point of view7; and the 

corresponding duty on user to put in the time and effort to study and understand it 

diligently8. The financial reports should be properly referenced and cross-referenced to 

aid user in accessing material produced elsewhere9. Timeliness is the essence of quality 

of financial reporting; it should be elevated as a fundamental characteristic; the financial 

reports should be made available to the users at the earliest10. 

Comparability should be seen not in terms of time period only; but in terms of changes in 

equity and expressed in terms of ‘per share’ basis along with absolute figures. The 

                                                           
3 Response to Q1(b). 
4 Response to Q16. 
5 Response to Q3 and Q8. 
6 Response to Q18.1. 
7 Response to Q1(e). 
8 Response to Q18.2. 
9 Response to Q1(e). 
10 Response to Q1(e). 
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limitations of financial reporting - specially the management bias11; possibility 

of representation of economic phenomenon in more than one ways; 

measurements primarily quantitative in nature that be unable to capture many qualitative 

aspects such as quality of human resources; use of estimates and judgements; etc- 

should be properly addressed.  

Give greater reflection in the due-process undertaken for this project to those in 

developing economies and long-term investors12.  

 

We will be happy to be of any further assistance.  

Thank you. 

Sincerely yours, 

Thank you. 

 

Sincerely, 

Altaf Noor Ali Chartered Accountants. 

  

                                                           
11 The IASB may hesitate to admit this but we consider that the financial reports carry the point of view of 

management, and not the users, hence the expectation gap.  
12 BCIN43 states: ‘when the IASB undertakes projects to develop Standards, it routinely seeks input and 

feedback from investors, including long-term investors, to help ensure that it understands what 

information they need’. However, no reference that their views were solicited for the ED. BC7.20 

mentions participation of investors in the Discussion Forum on Financial Reporting Disclosure held in 

January 2013. 
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Enclosure 1: Response to the Questionnaire: 

Question 1—Proposed changes to Chapters 1 and 2 

Do you support the proposals: 

(a) to give more prominence, within the objective of financial reporting13, to the 

importance of providing information needed to assess management’s stewardship of the 

entity’s resources14; 

 

Response 1(a): Yes, we fully support the said proposal. However, we believe that this 

aesthetic statement of principle is not supported with application. We see a gap in the 

manner the investors wish to see the financial reporting and the way Conceptual 

Framework wants them to see it! 

 

The Conceptual Framework identifies the decisions by existing and potential investors 

about buying, selling or holding equity and debt instruments to depend on the returns that 

they expect from an investment in those instruments, for example dividends, principal and 

interest payments or market price increases15. Do financial reports provide such 

information that readily assists invesrors? 

 

We would like to see the Framework specifying instances of how the information needed 

to assess management’s stewardship of the entity is to be provided to the users.  

 

Return on net assets16, expressed as a ratio or percent, is a universal financial indicator 

for assessing management’s stewardship of the entity’s resources, all said and done. No 

financial analysis of any entity is considered complete without it. It is astonishing for us to 

                                                           
13 “The objective of general purpose financial reporting5 is to provide financial information about the 

reporting entity that is useful to existing and potential investors, lenders and other creditors in making 

decisions about providing resources to the entity,” See para 1.2 
14 (see paragraphs 1.3–1.4,1.13–1.16, 1.18, 1.20, 1.22–1.23 and BC1.6–BC1.10) 
15 Para 1.3 
16 Net return earned divided by net assets. Net assets = (assets less liabilities) = capital = equity. 
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note, therefore, that this measure is mentioned17 but once18 only and that too 

in a different context, in the Framework.  

 

We do not think it is possible to achieve the objective of financial reporting without 

mention of such basic indicator of financial reporting and the manner in which it is to be 

computed – aspects which are missing completely from the Framework.  

 

Net asset value per share - yet another related aspect that we consider as fundamental 

as earning per share is for a statement of financial performance is its equivalent: the 

disclosure of net asset value per share19 in the statement of financial position. Its beyond 

our thirty years as a professional accountant to see why a row for net asset per share 

value is not a part of a statement of financial position? 

 

We find it even more disturbing that the above two measures have not been considered 

worthy of a scant mention even once as fundamental to the interests of the users. A 

statement of financial position, with return on net assets and net asset per share 

disclosure and its reconciliation elsewhere, looks more complete to us as a user and a 

professional accountant. We hardly recall an instance where we have not missed these 

as a disclosure in financial statements. 

 

  

                                                           
17 “Information about a reporting entity’s financial performance helps users to understand the return that 

the entity has produced on its economic resources. Information about the return the entity has produced 

provides an indication of how well management has discharged its responsibilities to make efficient and 

effective use of the reporting entity’s resources can help users to assess management’s stewardship of the 

reporting entity’s economic resources. Information about the variability and components of that return is 

also important, especially in assessing the uncertainty of future cash flows.” Para 1.16. In this para, the 

measure is return on assets and not return on net assets.  
18 See para 8.4 
19 i.e., Net assets over number of shares, where the equity of an entity is in terms of shares. Where net 

assets = assets less liabilities. 
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Do you support the proposals: 

Q1(b) to reintroduce an explicit reference to the notion of prudence20 

(described as caution when making judgements under conditions of uncertainty) and to 

state that prudence is important in achieving neutrality; 

 

Response 1(b) No, we do not support the said proposal.  

The concept of prudence is inconsistent with that of neutrality21. We also do not support 

the concept of “cautious prudence”22. Let it rest in peace!23 

 

Do you support the proposals: 

Q1(c) to state explicitly that a faithful representation represents the substance of an 

economic phenomenon instead of merely representing its legal form24; 

 

Response 1(c) Yes; we support the said proposal.  

In this respect, provide further guidance on what if doing so conflicts with the legal form? 

Indeed, we believe that the substance should prevail even if doing so conflicts with the 

regulatory and legal requirements; and this should be so mentioned explicitly.  

 

Do you support the proposals: 

Q1(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 relevant25;  

Response 1(d) Yes; we support the said proposal.  

 

Do you support the proposals: 

                                                           
20 See paragraph 2.18 and BC 2.1- BC2.17) 
21 As mentioned in the BC2.2 and BC2.4 
22 See BC 2.9: “Thus, cautious prudence is a factor in giving a faithful representation of assets, liabilities, 

equity, income and expenses”. 
23 Our views are more in line with AV16. 
24 (see paragraphs 2.14 and BC2.18–BC2.20) 
25 (see paragraphs 2.12–2.13 and BC2.24(c)) 
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Q1(e) to continue to identify relevance and faithful representation as the two 

fundamental qualitative characteristics of useful financial information? Why or 

why not? 

 

Response 1(e) No, we do not support the said proposal26: the designated enhancing 

fundamental characteristics are treated as peripheral (as ‘something nice to have’) 

whereas we consider the understandability, timeliness and comparability as fundamental 

from users point of view and would like them to be so elevated27.  

The reasons for our recommendation follow. 

Timeliness. We would like to see the IASB’s to consider the following: 

1. The contents of financial reporting disclosures are highly time-sensitive and 

perishable in nature.  

2. Timeliness is the essence of financial reporting, up against its how relevant and 

faithful representation it is. Similarly, contents that are not understood are as good 

as non-existent for the user.  

 

Understandability. The preparers of financial reports are in a position to make them 

understandable. However, we have seen countless instances where it is not deliberately 

done. Indeed, we can quote many instances to conclude that users are deliberately 

mislead by the preparers. 

We find that a lot that needs to be undertaken on the part of the prepares of the financial 

information to make it understandable from users point of view never gets done; and the 

same may also be said about the users as well. 

The public interest expects that making complex appear reasonably understandable is a 

part and parcel of the accountability (fiduciary duties) of the management. IASB’s concern 

that: “elevating the enhancing characteristic of understandability might result in the 

exclusion of information that is complex but nevertheless useful to users of financial 

                                                           
26 Our views are more in line with BC3.9, that all qualitative characteristics should be considered equal. 
27 BC2.26 reports that: “A few respondents to the Discussion Paper suggested that understandability 

should be elevated to become a fundamental qualitative characteristic or even to become an objective of 

financial reporting”. 
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statements”28 is misguided at best; as the spotlight is on a conscious effort in 

understandability of user and not on omission of information. 

 

Understandability – through proper referencing of financial reports. An additional difficulty 

that we confront in current financial reporting is linking of contents for aid of 

understandability through appropriate referencing and cross-referencing of information. 

For example, accounting policies are mentioned in one place and the result of its 

application in another and there’s no linkage between the two in any form. The contents 

of financial statements are not referenced in the management commentary, or vice-versa. 

 

The reason most often cited for defending such practice is that there is no requirement 

mentioned specifically for doing so anywhere including the Conceptual Framework. 

Somehow it is as if unless it is written somewhere, it is not considered important enough. 

 

What is Relevant is Relative! The objective of financial reporting is to provide useful 

information to the users. Investors get the information that the management believes to 

be relevant for users. We do not find the present state of relevance of financial reporting 

to be satisfactory. Its to a higher state that we must move now. 

Our position is that the users identified as primary do not get the information in financial 

reporting that is most relevant to them.  

Each of the elements of financial reporting, and its components, is disclosed in the form of 

comparative absolute figures as one liners; and the best you can learn from it is the 

difference in terms of amounts and percent. 

The absolute amounts mentioned in the principal accounting statements are not that 

relevant. Where two or three years’ comparative figures are stated in a one liner, the most 

basic analysis can be the difference in amounts and percent.  

Investors hold equity in terms of shares. Link the changes in absolute figures with that of 

equity and a picture worth understanding starts emerging. Providing “per share” 

information for all the elements of financial statements is one such information. 

                                                           
28 BC2.26. 
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We propose that it’s the information in “relative” terms of shares, or on “per 

share” basis that the investor hold, which is more relevant to them. This higher state of 

relevance is attainable if information is also disclosed to the investors in terms of the 

basic unit they hold, which is a “share”. Financial statements must also disclose 

information in terms of “per share”. In other words, the elements of the financial 

statements must be translated in terms of underlying number of shares. 
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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? 

 

Response to Q2:  

Yes; we support the said proposal. 

We support the reasoning in BC3.10. 
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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? 

 

Response to Q3: 

Yes, we agree with the definitions (excluding that of equity), and point out to a common 

thread that joins all these elements is cash flows, which has been ignored. 

 

Q3.1 The greatest financial fact ignored in the Conceptual Framework: Cash flows: 

Cash inflows and outflows are the greatest non-controversial financial facts. 

 

Its our greatest regret that the Conceptual Framework fails to grant to the cash flow the 

recognition as the greatest financial facts of any entity. What should have been the 

master piece of financial reporting has been relegated to a short annexure. 

 

Q3.2 The issue of defining Equity: 

We do not support the definition of equity as a residue of assets less liabilities. That may 

be one way of looking at it but not the only one.  

Equity is the financial stake of its holders in an entity. Equity can be measured directly for 

its each and every sub-element. Income and expenses, the elements of financial 

performance, have a direct impact on the equity.  

(Also see our comments in response to Q8). 
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Question 4—Present obligation 

Do you agree with the proposed description of a present obligation and the 

proposed guidance29 to support that description? Why or why not? 

Response to Q4: No comment. 

 

Question 5—Other guidance on the elements 

Do you have any comments on the proposed guidance30? 

Do you believe that additional guidance is needed? If so, please specify what that 

guidance should include. 

Response to Q5: No comment. 

 

Question 6—Recognition criteria 

Do you agree with the proposed approach to recognition31? Why or why not? If you do not 

agree, what changes do you suggest and why? 

Response to Q6: No comment. 

 

Question 7—Derecognition 

Do you agree with the proposed discussion of derecognition32? Why or why not? If you do 

not agree, what changes do you suggest and why? 

Response to Q7: No comment. 

  

                                                           
29 Paragraphs 4.31–4.39 propose guidance on that term (see also paragraphs BC4.48–BC4.81). 
30 The Exposure Draft provides other guidance on the definitions of the elements (see paragraphs 4.8–

4.10, 4.43–4.52, BC4.23–BC4.44 and BC4.93–BC4.110), on executor contracts (see paragraphs 4.40–4.42 

and BC4.82–BC4.92), on reporting the substance of contractual rights and contractual obligations (see 

paragraphs 4.53–4.56 and BC4.111) and 

on the unit of account (see paragraphs 4.57–4.63 and BC4.112–BC4.116). 
31 Paragraphs 5.9–5.24 and BC5.5–BC5.48 discuss recognition criteria. 
32 Paragraphs 5.25–5.36 and BC5.49–BC5.59 discuss derecognition. 
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Question 8—Measurement bases 

Has the IASB: 

(a) correctly identified the measurement bases33 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? 

 

Response to Q8(a). No, we consider cash to be a near-measurement basis. Indeed, not 

too long ago, all the financial accounting was done on cash receipt and payment basis. 

 

Response to Q8(b). Indeed, we believe that the Cash flow Statement is a principal 

accounting statement; the information therein in terms of operating, financing and 

investing cash flows is critical enough from users point of view to be stated in terms of 

‘per share’ basis. 

We would recommend that a reconciliation of cash earning per share with that of the eps 

should be standard part of financial reporting. 

 

Measurement of Equity (paragraphs 6.78-6.80): 

6.78 We do not support the assertion here that the equity is not measured directly; we 

consider it to be an invalid statement.  

Change in equity, assuming it to be only because of financial performance, in terms of 

elements of income and expenses, are measured directly. How can a direct measurement 

of income and expense can result in equity that is not measured directly?  

Each and every component of equity can be accounted for directly. True, that its impact 

may not be directly traced to the changes in assets and liabilities but that is not to say that 

equity is not measured directly. Equity is properly accounted for fully and directly. 

                                                           
33 Paragraphs 6.4–6.47 and BC6.15–BC6.37 discuss measurement bases. 
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6.79 We do not support the assertion that the general purpose financial 

statements are not designed to show an entity’s value. Yes, it is 

understandable that the financial statements do not show the market value, or realizable 

value, etc. But can anyone refute that it is possible to compute the net asset value of an 

entity from its financial statements? Otherwise, what is the point of the whole exercise of 

recognition and measurement of elements of financial statement?  

6.80 We agree that “some individual classes or categories of equity may be measured 

directly”. Indeed, we assert that each and every change in assets and liabilities can be 

linked with the elements of income and expenses, assuming them to be the only reason 

of change. 

 

Question 9—Factors to consider when selecting a measurement basis 

Has the IASB correctly identified the factors to consider when selecting a measurement 

basis34? If not, what factors would you consider and why? 

 

Response to Q9:  

We have not followed this part and are in position to offer a meaningful comment. 

 

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? 

 

Response to Q10: Yes, we agree. 

  

                                                           
34 Paragraphs 6.48–6.73 and BC6.41–BC6.67 discuss the factors to consider when selecting a measurement 

basis. 
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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 

statements35, and on the use of presentation and disclosure as communication tools36? 

 

Response to Q11: 

Objective and scope of financial statements (paragraph 7.2-7.7) (BC7.4-7.16) 

“The objective of financial statements is to provide information about an entity’s assets, 

liabilities, equity, income and expenses that is useful to users of financial statements in 

assessing the prospects for future net cash inflows to the entity and in assessing 

management’s stewardship of the entity’s resources”37. 

 

“The objective in the Exposure Draft does not refer to providing information about cash 

flows. Although information about cash and cash flows is important to users of financial 

statements, cash flows are not identified as separate elements of financial statements in 

the Conceptual Framework.38 

 

If the objective of financial statements is providing information to the users to assess the 

prospects for future net cash inflows, can it be done without reference to the cash flows? 

 

We consider that the objective of financial statement is contradictory without identifying 

cash flows as separate elements of financial statements. 

 

We recognise the statement of cash flows as the primary financial statement. Indeed, we 

believe that transactions through cash are most reliable of the financial facts contained in 

a financial statement. Also, that it’s the cash flow data when adjusted for net changes in 

                                                           
35 Paragraphs 7.2–7.7 and BC7.4–BC7.16 discuss the objective and scope of financial statements. 
36 Paragraphs 7.8–7.18 and BC7.17–BC7.23 discuss presentation and disclosure as communication tools.  
37 Paragraph 3.4 
38 BC 7.8(b) 
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opening and closing balance accounts for all the changes in the elements of 

financial statements39.  

 

We regret the fact that the cash flows in modern accounting practice has been relegated 

to an indirect computation. That is the reason that in most financial statements we find the 

cash flows from operating activities to be derived from indirect method40. 

 

Presentation and disclosure as communication tools (paragraph 7.8-7.18) (BC7.17-7.23) 

7.8 Unnecessary description starting third sentence (Efficient and 

effective….compliance). 

7.9 This principle is logical but sounds so subjective. Add some explanation that it 

primarily a qualitative decision. 

 

  

                                                           
39 Our views align closely with AV34(b:) 
40 The IAS 7 designates the direct method of determining the cash flows from operating activities to be the 

benchmark method. 
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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 loss41? 

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. 

 

Response to Q12: 

Returns from recurring activities should be disclosed separately than other items that 

affect the profit of the entity. 

We found the reference to the statement of profit and loss to be rather confusing. 

 

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? 

 

Response to Q13: 

 

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? 

 

Response to Q14: 

We do not understand the Q. 

  

                                                           
41 Paragraphs 7.19–7.27 and BC7.24–BC7.57 discuss the presentation of information about financial 

performance. 
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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? 

Response to Q15: 

Inconsistencies with existing Standards (BCE.2-6) 

BCE.4-5 Description not understandable for us to comment. 

Main inconsistencies 

IAS 32 Financial Instruments: Presentation (BCE.7-8, read with BC4.93-4.103) 

We accept these exceptions as a part of this project. Addressing this issue is equally 

important; explore how to distinguish liabilities from equity claims and make it a part of 

active agenda. 

 

IFRIC 21 Levies (BCE.9-11, read with BC4.65) 

All levies are not the same. We have not applied the IFRIC 21 and therefore on the 

basis of description would agree that some levies could be identified earlier by applying 

the Conceptual Framework proposals than by applying IFRIC 21. We encourage you up 

the amendment in IAS-3742. We also take comfort in the fact that the substance of the 

transaction will prevail, even over IFRIC 21.  

 

Minor inconsistencies 

Quotes of existing definitions (BCE.12-13) 

We agree with your approach on IAS-37 and IAS-38. 

 

Presentation and disclosure (BCE.14-17, read with para 7.4) 

BCE.15. We do not get it;  

We do not understand how forward looking information will be inconsistent with IAS 19. 

We find the term forward looking to be confusing when further ahead in para 7.4 it is 

about estimated cashflows. Can we be more specific here?  

                                                           
42 See BCE.11 
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Faithful representation vs reliability (BCE.17-19) 

Do not replace the term faithful representation with reliability. Close this door 

forever to save us, the users, from further confusion; shed the present tentative approach.  

 

IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in 

Accounting Estimates and Errors (BCE.20-21, read with BCE.31) 

These standards rely directly on the guidance in the Framework. They act as direct 

link between the Standards and the Framework; amend them after publishing revised 

Framework.  

 

Existing inconsistencies (BCE.22-24) 

BCE.22-23. No law or rule is all encompassing having universal application without 

exception; there will always be exceptions. IAS 32 

BCE.24 New inconsistencies are expected in existing standards because of revised 

Framework. The manner of conveying these to the stakeholders will count. 

 

Transition and effective date (BCE.25-31) 

BCE.25 The IASB should start using the revised Framework, on publishing, superseding 

the earlier version. However, we recommend a continuous improvement project. 

BCE.26 What kind of interpretation issues because of revised Framework are expected? 

BCE.27 We agree with IASB approach of not issuing any transition guidance. 

BCE.28-29 We understand the difficulties in comparability issue, however, the we 

recommend prospective (not retrospective) application only.  

BCE.30 We agree that all references to the Framework in the existing standards should 

be updated.  

BCE.31 Update IAS 1 and 8 at the earliest; reduce transition to 12 months43.  

  

                                                           
43 See BCE.20 above 
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Question 16—Business activities 

Do you agree with the proposed approach to business activities44? Why or 

why not? 

 

Response to Q16: 

No. We do not agree. The IASB must avail an opportunity to make financial reporting 

more relevant, by taking business activities up for further discussion. 

Financial reporting should reflect the business model and activities. IASB’s is perhaps 

tentative about it as a plain reading of BC6.50-6.53 gives all the reasons for why it should 

be there. 

 

We also note what the ED describes under “Relevance” (para 6.53-6.56) contains its 

equivalent in the basis of conclusion from BC6.43-6.57. The basis of conclusion however, 

provides sub-headings, unlike the ED. Effect on both the statement of financial position 

and the statement(s) of financial performance (BC6.44); Contribution to future cash 

flows(BC6.45-6.49); An entity’s business activities(BC6.50-6.53); Characteristics of an 

asset or a liability (BC6.54-6.55); and Measurement uncertainty(BC6.56-6.57). Is there 

something missing in the ED? 

 

BCIN.28 We agree that that financial statements can be made more relevant if the IASB 

considers, when it develops or revises particular Standards, how an entity conducts its 

business activities. 

BCIN.29 The IASB should have taken this up more seriously. 

BCIN.30 We see ‘management bias’ as an inherent limitation of financial reporting. 

However, we disagree that not using the business model would make financial reporting 

more objective. 

BCIN.31 We do not support the IASB stance that since the term is used with different 

meanings by various organisations, the IASB might cause confusion if it were to use that 

                                                           
44 As discussed in paragraphs BCIN.28–BCIN.34. The reference provided in the Explanatory Memorandum 

is incomplete as under the heading ‘An entity’s business activities’ it is also discussed in paragraph BC6.50-

6.53. 
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term with different meaning. By doing so, you lost another opportunity to 

make the financial reporting ‘more relevant’45. 

BCIN.32 The IFAC failed to accept a business reality. We are unable to support “one-

size-fits-all’ mindset.  

BCIN.33 We do not consider that acknowledging the impact of business activities would 

have made IASB give up on any of topic mentioned in the ED. It was never a business 

activities v. Three factors mentioned here decision. 

BCIN.34 Contents not grasped to offer a meaningful comment. 

  

                                                           
45 BCIN.28 
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Question 17—Long-term investment 

Do you agree with the IASB’s conclusions on long-term investment46? Why or 

why not? 

 

We agree that long-term investment may be a business activity for a select but influential 

group. Its impact in financial terms is also significant. The issues warranting why it is 

important to have some standard-setting are also valid. However, the heavy agenda of 

the IASB makes us reluctant to recommend it to be taken up on an urgent basis. We also 

understand this will not be possible unless the concept of business activity is recognized.  

 

We do not agree at all about the sufficient discussion of information needs of the long-

term investor in the Conceptual Framework. Financial reporting can be made more 

relevant by providing information in terms of ‘per share’ basis’ for all elements of financial 

statements. 

 

Long-term investment as a business activity 

BCIN.35 Its about putting forward long-term investment as a business activity and 

whether information needs of long-term investors are different from short-term investors. 

Long-term investment as a business activity 

BCIN.36 Long-term investment is rightly a particular type of business activity. 

BCIN.37 We agree that the Conceptual Framework provides sufficient tools to enable the 

IASB to make appropriate standard-setting decisions. The issues identified are significant. 

BCIN.38 We agree with both the reasons provided for not embedding this topic in the 

Conceptual Framework. 

 

Information needs of long-term investors 

BCIN.39 We found it difficult to imagine the information needs of short-term investors. We 

do not agree with the classification of short-term investor. There are investors or 

speculators. Speculators have information needs not depended on the financial reporting. 

                                                           
46 Paragraphs BCIN.35–BCIN.44 discuss the implications of long-term investment and long-term financing 

for the Conceptual Framework. 
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BCIN.40 No comment. 

BCIN.41 We do not agree with your view of ‘sufficient and appropriate 

discussion of primary users and their information needs……to address appropriately the 

needs of the long-term investors’. Investors own shares, and information in terms of ‘per 

share’ basis for the elements of financial statements is more relevant for them. Similar, is 

the case for return on equity expressed as a ratio or percentage. 

BCIN.42 No comment. 

BCIN.43 For the ED, not much interaction with long-term investor has been reported. 
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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. 

 

The issue of devoting adequate resources to finance function.  

18.1. The quality of financial reporting is directly linked to the resources, human and 

others, devoted to the finance function, in most cases.  

Given the nature of finance function, not devoting adequate resources to it is taken as 

something normal.  

I was hoping that the Framework will take up this issue and make it a responsibility of the 

preparers to devote adequate resource for the finance function. Apparently, this issue 

was not considered worthy of inclusion in the scope of financial statements. Financial 

statements are the end-result, there’s a lot that needs to go right before it.  

Let me record my dissent on the manner in which it has been mentioned in the 

framework47. Users surely bear costs of everything; why mention this aspect only? Is it 

not an obligation of the preparers to furnish to the user the financial reports that contains 

all its qualitative characteristics? 

We recommend that Conceptual Framework to address the issue of cost of preparing 

financial statements and make it a specific responsibility of the management to devote 

adequate resources to discharge its fiduciary responsibility. 

The responsibility of users to diligently study financial reports. 

                                                           
47 See para 2.39: “Providers of financial information expend most of the effort involved in collecting, 

processing, verifying and disseminating financial information, but users ultimately bear those costs in the 

form of reduced returns. Users of financial information also incur costs of analysing and interpreting the 

information provided.” 

mailto:altafnoorali@gmail.com


Altaf Noor Ali                                                                                                   الطاف نورعلٸ 
Chartered Accountants                                                                                                   شورىمن محاسبان  
F-42, Block-7, Clifton, Karachi-75600, Pakistan  : altafnoorali@gmail.com  

Page | 25 

18.2 The responsibility of users to study the financial reports diligently to 

derive proper conclusions needs a mention in the Conceptual Framework.  

Extend the scope of Conceptual Framework to include other forms of financial reports. 

18.3 The long-term revision should extend its scope to address other forms of financial 

reports such as management commentary, interim financial reports, press releases and 

supplementary material provided for analysis.  

 

Due-process for developing the Conceptual Framework 

18.4. Going through the details of the round-tables held for Discussion Paper, we notice 

that none, except one, was held in developing or emerging economies48.  

 

 

End of Comments. 

 

Before concluding we invite Board to hold one of its meeting here at Pakistan. Its serene 

surroundings can offer an ideal environment to think through. Yours truly will be honoured 

to be your host. We will “welcome” in our local language as well. خوش آمديد  

 

Finally, we also wish to thank our dear Institute of Chartered Accountants of Pakistan for 

making available the fine facilities at the “Member’s Library” which made these comments 

possible.  

 

Thank you. 

 

Sincerely, 

Altaf Noor Ali Chartered Accountants. 

                                                           
48 BCIN.12 
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