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• A central theme for the IASB in 2017-2021, and will include work on: 
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The disclosure problem 

• Not enough relevant information 
• Too much irrelevant information 

– Overloads financial statements 
– Obscures relevant information 

• Ineffective communication 
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Disclosure Initiative and related projects 

Disclosure Initiative 
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Related projects 

Conceptual 
Framework 

Primary 
Financial 

Statements 
project 
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Principles of Disclosure—Discussion Paper 
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Why 

• Requests for Board to develop disclosure principles that apply across 
IFRS Standards 

• Purpose of : 
• helping preparers to communicate information more effectively 
• improving disclosures for users of the financial statements 
• helping Board to develop disclosure requirements 

Output 

• Discussion Paper (details in subsequent slides) 
• considers the development of new, and clarification of existing, 

principles of disclosure, and supporting guidance 
• builds on concepts developed in Conceptual Framework project 
• informs other research projects 

• Ultimate goal is to produce: 
• new or revised general disclosure standard (amend or replace 

parts of IAS 1) 
• possibly with some supporting guidance/educational material  



Principles of Disclosure 
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Basic structure of financial statements  
(role of the different components ) Materiality 

Identifying relevant information – What to disclose in financial statements 

Communication principles Location of information 

Communicating relevant information – How to disclose information 

Use of performance measures Disclosure of accounting policies 

Specific issues 

Centralised disclosure objectives Developing standards-level disclosure 
objectives and requirements 

Developing disclosure objectives and requirements 



Principles of Disclosure (2) 
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Roles of the primary financial 
statements and the notes Materiality 

Identifying relevant information – What to disclose 

Primary financial 
statements (PFS) Notes 

• ‘Information is material if omitting, it or 
misstating or obscuring it could 
reasonably be expected to influence 
decisions that the primary users of 
general purpose financial reports make 
on the basis of financial information 
about a specific reporting entity.’ 

• Does not fundamentally change the 
current definition. 

 
 

Role is to: 
• provide a 

structured 
summary of 
recognised 
elements. 

Role is to: 
• explain and 

supplement 
the PFS. 

Harmonise and clarify the definition 



Principles of Disclosure (3) 
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Communication principles Location of information 

Communicating relevant information – How to disclose 

Information 
consistent with 
IFRS Standards 

Information 
identified as  
‘Non-IFRS’ 

• Can be located 
outside IFRS 
financial 
statements and 
cross-
referenced in 
some 
circumstances. 

• Permit non-IFRS 
information to be 
located inside 
IFRS financial 
statements in 
some 
circumstances. 

Drawn from Conceptual Framework ED 

• Entity-specific 
• Simple and direct writing 
• Highlight what is important 
• Appropriate formatting 
• Link related information 
• Avoid duplication 
• Optimises comparability. 



Principles of Disclosure (4) 
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Performance measures Accounting policies 

Specific issues 

Clarifies concepts preparers find difficult 

• Area where users see ineffective 
communication. 

• The following are required: 
• policies that have changed or that 

entail a choice and/or significant 
assumptions/estimates/judgement 

• other policies necessary to an 
understanding of the financial 
statements. 

• Policies relating to immaterial transactions 
do not need to be disclosed. 
 
 

Does not prohibit, but provides discipline 

• Users find useful if fairly presented. 
• Requirements focus on how to ensure fair 

presentation—eg provide explanations, 
reconciliations, comparatives, etc. 

• Special cases: 
• EBIT/EBITDA permitted in ‘by 

nature’ statement of performance  
• gather feedback on unusual, or 

infrequently-occurring items in the 
statement of financial performance. 



Principles of Disclosure (5) 
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Disclosure objectives Drafting disclosure requirements 

Developing disclosure objectives and requirements 

Central objectives 

• Primarily for the Board, but also would 
help preparers. 

• Possible approaches for organising: 
• by types of information (similar to 

current approach); or 
• by activity to reflect how users 

analyse future cash flows (or 
another user-based view). 

• A step further—create a single disclosure 
standard, combining all objectives and 
detailed requirements related to the notes 
into one Standard. 

Focus on how the Board writes 

• Some think this is a key contributor to the 
disclosure problem. 

• NZASB staff suggestion: 
• uses ‘types of information’ approach,  
• provides overall disclosure objective 

supported by specific subobjectives 
• two tiers of disclosure requirements;  
• emphasises judgement ; and  
• avoids overly-prescriptive language. 



Standards-level review of disclosures  
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• Scope will, in part, be informed by 

feedback from the POD Discussion Paper. 
 

• Drafting guide for the Board’s use when 
writing disclosure requirements. 

• May result in amendments to IFRS 
Standards. 

When 

The objective of this project is to identify targeted improvements to the 
disclosure requirements in existing IFRS Standards.  

During the 
comment 
period of the 
POD 
Discussion 
Paper and 
beyond  



Disclosure Initiative—Time line and next steps 

Amendments to 
IAS 7 Final 

2016 2017 & Beyond 

Behavioural change 

Amendments 
to IAS 1  
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Statement 
Exposure Draft  
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Standards-level review of disclosures 

Amendments to IAS 7 effective (Jan 2017) 

Possible amendment or 
replacement of parts of 
IAS 1 from POD 

Materiality Practice 
Statement final 1H 2017 

Became 
effective 

End of comment 
period  

Principles of Disclosure  
(POD) DP  
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Scope of initial research 16 

Primary Financial Statements 

Statement of 
financial 

performance 

Statement of 
cash flows 

Statement of 
financial 
position 

Statement of 
changes in 

equity 

 Consider structure and 
content including line items, 
subtotals and alternative 
performance measures 

 Explore whether there is 
a strong need for 
improvements to 
structure and content 

 Consider as part of 
Financial Instruments 
with Characteristics of 
Equity project 



Structure – what we hear 
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Flexibility allows preparers to tell their 
own story 

As long as necessary information is 
available in the notes, primary financial 
statements can be concise 

Recognition and measurement should 
be principle based but presentation 
should be more structured 

IFRS Standards should keep their 
principle-based nature 

Because of the lack of comparability, 
users prefer financial statements 
‘standardised’ by data aggregators 

Lack of comparability negatively affects 
usefulness of IFRS financial information 

Comparability Flexibility VS 



Structure – possible approaches 

Allow 
companies to 
present financial 
statements as 
they like 

Develop detailed 
‘chart of 
accounts’ for 
primary financial 
statements 

Should we improve the structure to 
achieve more comparability? 

Require 
comparable 

subtotals such 
as ‘operating 

profit’ 

Develop financial 
statements 

template and 
require/encourage 
preparers to use it 
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APMs – what we hear 19 

Increasing use of APMs 
indicates that financial 
statements are losing 
their relevance  

The IASB should 
develop mechanism to 
allow preparers to 
present more 
performance measures 
in financial statements 

Alternative 
performance 
measures (APMS) 
are misleading 
investors 

By presenting more 
performance measures in 
financial statements, 
transparency, 
comparability and 
discipline will be 
enhanced and measures 
will be audited 
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IFRS Taxonomy: focus areas  
21 

• Continue to reflect IFRS Standards and 
IFRS reporting practice in an accurate and 
timely manner 

Content  

• Support accurate and consistent use of the 
IFRS Taxonomy, in particular additional 
educational materials focused on preparers 

Implementation     

• Implementation of the revised due process. 
The Board is now involved in the approval 
of the IFRS Taxonomy content   

Governance  

• Research into the wider impact technology 
may have on the relevance of the 
Standards and the IFRS Taxonomy 

Technology 
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Wider corporate reporting 

• The Board: 
– will play an active role in areas outside the traditional boundaries of 

financial reporting, but not be at the forefront in leading 
developments. 

– will continue to co-operate with other bodies active in this arena – 
such as the International Integrated Reporting Council and the 
Corporate Reporting Dialogue. 

– has dedicated modest staff resource to monitor developments in 
this area and study what the future role of the Board should be. 

• Large majority of respondents to the agreed with this strategy. IFRS 
Foundation Trustees’ review of structure and effectiveness (2015-16). 
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