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Appendix — Answers to the questions in the ED

Question 1 — Using overall disclosure objectives

Paragraphs DG5-DG7 of this Exposure Draft explain how the Board proposes to use
overall disclosure objectives in future.

(a) Do you agree that the Board should use overall disclosure objectives within IFRS
Standards in future? Why or why not?

(b) Do you agree that overall disclosure objectives would help entities, auditors and
regulators determine whether information provided in the notes meets overall user
information needs? Why or why not?

We welcome the IASB’s proposed approach of introducing disclosure objectives that would
describe information needs of users of financial statements. In particular, we support the idea
of explaining users’ information needs to enable entities to better assess what information is
needed to provide users with meaningful disclosures. In our opinion, this approach is helpful
in explaining the purpose of the disclosures and can provide entities with useful guidance to
understand why users need the information disclosed. The proposed approach would thus
generals allow entities more leeway in applying judgement and assessing materiality.

Regarding the proposed function of overall disclosure objectives, we have some concerns
about proposed paragraph DG6 of the [draft] Guidance, which would require entities, in order
to meet an overall disclosure objective, to consider whether information provided by comply-
ing with the specific disclosure objectives meets those overall information needs. Therefore,
as the IASB explains, an entity might need to provide additional, entity-specific information
that is not directly required by the specific disclosure objectives. However, it is unclear what
additional information (and under which circumstances) an entity needs to disclose to meet
an overall disclosure objective. We believe that that assessment is difficult and highly judge-
mental, also against the background that not all users of financial statements have the same
information needs.

When reviewing the proposals, we therefore recommend the IASB develop application guid-
ance that explains further:

e in which circumstances an entity should consider disclosing additional information to
meet an overall disclosure objective (including further guidance on whether the IASB
expects entities to regularly (or only in rare circumstances?) disclose additional infor-
mation), and

e what additional information that would not been provided by complying with a specific
disclosure objective an entity should disclose to meet an overall disclosure objective
(i.e., we suggest the IASB develop further application guidance regarding the pro-
posed overall disclosure objectives for assets and liabilities measured at fair value
and for defined benefit plans that would illustrate what additional information an entity
might need to disclose to comply with these overall disclosure objectives).
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Please refer also to our responses to questions 6 and 12 below.

Question 2 — Using specific disclosure objectives and the disclosure problem

Paragraphs DG8-DG10 of this Exposure Draft explain how the Board proposes to use
specific disclosure objectives in future.

(a) Do you agree that specific disclosure objectives, and the explanation of what the
information is intended to help users do, would help entities apply judgements ef-
fectively when preparing their financial statements to:

(i) provide relevant information;
(ii) eliminate irrelevant information; and
(iii) communicate information more effectively?

Why or why not? If not, what alternative approach would you suggest and
why?

(b) Do you agree that specific disclosure objectives, and the explanation of what the
information is intended to help users do, would provide a sufficient basis for audi-
tors and regulators to determine whether an entity has applied judgements effec-
tively when preparing their financial statements? Why or why not?

We welcome the IASB’s proposed approach of introducing disclosure objectives that would
describe information needs of users of financial statements. In particular, we support the idea
of explaining users’ information needs to enable entities to better assess what information is
needed to provide users with meaningful disclosures. As already explained above in our re-
sponse to question 1, we believe that this approach would generally allow entities more lee-
way in applying judgement and assessing materiality. However, we concerned whether the
proposals will in practice achieve the desired objective of entities applying more judgement.

We believe that the compliance burden for entities would be high under the proposed new
approach. In our opinion the IASB is proposing a fundamental change in how disclosure re-
quirements would be drafted, whereby entities will have to apply a two-step assessment of:
(1) what information is relevant for users of financial statements and (2) which of that infor-
mation is material.

According to the feedback that we have received from our constituency, preparers are very
unsure how to assess which information is relevant for users and whether auditors and regu-
latory bodies would come to the same conclusion. These preparers were concerned that
there will be significant discussions with their auditors and enforcement authorities about why
an item of information was (or was not) disclosed. Further, we believe that the proposed new
approach would involve entities to document their judgement applied. To avoid discussions
with auditors and to reduce costs of documenting, it may therefore be easier for entities to
disclose all the items of information included in an IFRS Standard, regardless of whether or
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not these items are needed to comply with a specific disclosure objective. We are therefore
concerned whether the proposals will achieve the desired objective. For further details
please refer to our responses to questions 3 and 4 below.

Question 3 — Increased application of judgement

Paragraphs DG2-DG3 and DG8-DG13 of this Exposure Draft explain why, in future, the
Board proposes to:

(a) use prescriptive language to require an entity to comply with the disclosure objec-
tives.

(b) typically use less prescriptive language when referring to items of information to
meet specific disclosure objectives. An entity, therefore, would need to apply
judgement to determine the information to disclose in its circumstances.

This approach is intended to shift the focus from applying disclosure requirements like a
checklist to determining whether disclosure objectives have been satisfied in the entity’s
own circumstances. Paragraphs BC188—-BC191 of the Basis for Conclusions describe the
likely effects of this approach on the behaviour of entities, auditors and regulators towards
disclosures in financial statements. Paragraphs BC192-BC212 of the Basis for Conclu-
sions describe the likely effects of this approach on the quality of financial reporting, in-
cluding the cost consequences of the approach.

(a) Do you agree with this approach? Why or why not? If not, what alternative ap-
proach do you suggest and why?

(b) Do you agree that this approach would be effective in discouraging the use of dis-
closure requirements in IFRS Standards like a checklist? Why or why not?

(c) Do you agree that this approach would be effective in helping to address the dis-
closure problem? For example, would the approach help entities provide decision-
useful information in financial statements? Why or why not?

(d) Do you agree that this approach would be operational and enforceable in prac-
tice? Why or why not?

(e) Do you have any comments on the cost of this approach, both in the first year of
application and in subsequent years? Please explain the nature of any expected
incremental costs, for example, changes to the systems that entities use to pro-
duce disclosures in financial statements, additional resources needed to support
the increased application of judgement, additional audit costs, costs for users in
analysing information, or changes for electronic reporting.

We generally welcome and support the IASB’s approach to use a less prescriptive language
when referring to items of information, in order to encourage entities applying more judge-
ment in determining how to meet a specific disclosure objective (ref. paragraphs DG2-DG3,
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BC20). We believe that this approach is a step in the right direction to discourage entities
from applying the disclosure requirements in IFRS Standards like a checklist. However, we
are concerned whether the proposed approach will be operational and enforceable in prac-
tice.

First of all, we believe that the proposals will require entities to adjust their reporting process-
es, as the proposals would require entities to (1) assess which information is relevant for us-
ers of financial statements and (2) determine which items of that set of relevant items of in-
formation are material and, therefore, must be disclosed. These steps would include docu-
mentation of the judgement applied and consultation with the auditor, as well as with internal
stakeholders. Therefore, entities would need to anticipate the necessary time in their timeta-
ble for preparing financial statements. Further, this process needs to be conducted anew in
each reporting period, as the assessment of what information is considered as relevant, and
material may change between reporting periods.

Further, we believe that this process would involve entities to document the judgement ap-
plied about what items of information the entity considered to be relevant to users of financial
statements (regardless of whether that item was ultimately disclosed). In order to understand
the judgement applied and the conclusions reached by the entity, both, auditors and en-
forcement authorities are likely to inspect and examine the entity’s documentation on the
judgement applied. This means that the compliance burden is, in our opinion, high, because
auditors and enforcement authorities are likely to challenge the judgement applied by the
entity.

In practice, therefore, entities may conclude that it would be easier for them to disclose each
item of information than to justify and document why information prescribed in an IFRS
Standard was not disclosed. Such an approach would be effective in practice to avoid dis-
cussions with the auditor and/or enforcement authority. Therefore, it is likely to expect that
some items of information will be disclosed, although they might not be necessary to comply
with a disclosure objective, and even though they were described by using a less prescriptive
language.

Nevertheless, we believe that one possible merit of the proposals is that the “burden of proof”
regarding non-mandatory items of information is to some extent reversed, as it is also difficult
for auditors and enforcement authorities to prove that an omitted information was relevant for
users of financial statements. However, as explained above, we believe that entities would in
practice still need to justify why an item was not disclosed.

As the IASB explains itself, improving the quality of disclosures, involves a behavioural
change of all stakeholders involved, including, preparer, auditors, and enforcement authori-
ties. When reviewing the guidance proposed, we therefore recommend the IASB develop
application guidance that illustrates further that an entity need not necessarily disclose all the
items of information of an IFRS Standard. In particular, we suggest the IASB explain further:

e the process of how an entity applies judgement in determining which information is
relevant for users of financial statements,

e what information is to be considered as relevant and entity-specific and hence (if ma-
terial) should be disclosed, and

o which disclosures are not relevant and (if immaterial) need not be disclosed.
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For example, the IASB might consider developing an lllustrative Example similar to Example
S and T on accounting policy disclosures in IFRS Practice Statement 2 Making Materiality
Judgements) that illustrates how an entity applies judgement and concludes, which items of
information need (and need not) be disclosed, given the entity-specific facts and circum-
stances.

Question 4 — Describing items of information to promote the use of judgement

The Board proposes to use the following less prescriptive language when identifying items
of information: ‘While not mandatory, the following information may enable an entity to
meet the disclosure objective’. Paragraph BC19—-BC26 of the Basis for Conclusions de-
scribe the Board’s reasons for this language and alternative options that the Board con-
sidered.

Do you agree that the proposed language is worded in a way that makes it clear that enti-
ties need to apply judgement to determine how to meet the specific disclosure objective?
If not, what alternative language would you suggest and why?

We agree with IASB’s approach that to achieve the desired objective of entities applying
more judgement in determining how to meet a specific disclosure objective, a less prescrip-
tive language is needed when referring to items of information (ref. paragraphs DG2-DG3,
BC20).

Further, we welcome the proposed wording to describe the items of information (‘While not
mandatory, the following information may enable an entity to meet the disclosure objective’).
When compared to the proposed alternatives in paragraph BC21, we believe that the pro-
posed wording of “while not mandatory” and “may enable an entity” provides the least pre-
scriptive way of describing the items of information. We therefore agree with the IASB that
the proposed formulation (when compared to the proposed alternatives in paragraphs BC21)
is the most effective way to discourage entities from applying disclosure requirements like a
checklist and to apply more judgement.

Nevertheless, we are concerned that the items of information under the proposed new ap-
proach may be perceived as “de facto” mandatory in practice, as the IASB had good reasons
to include these items of information in the disclosure section of an IFRS Standard. As the
IASB explains itself in paragraph BC198, it is likely that entities will strongly be guided by the
items of information included in an IFRS Standard. Therefore, as the IASB proposes to struc-
ture the disclosure requirements by a list of items of information that are linked to a specific
disclosure objective, entities may conclude that they must disclose these items of information
to comply with the disclosure objective. This means that by providing a list of (non-
mandatory) items of information, that list could be interpreted as a presumption that these
items of information are in general to be disclosed and might therefore be considered as “de
facto” mandatory disclosures — especially by auditors and enforcement authorities. This ap-
plies in particular to highly regulated industries, such as banks and insurance entities. For
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example, regarding the proposed amendments to IFRS 13, we have received feedback from
preparers of our constituency, that most of the (non-mandatory) items of information included
in the proposals must be disclosed for banks.

In practical terms, however, we note that by applying the proposed new approach to the two
test Standards, the format and structure of the disclosure requirement would improve (please
also refer to our response to question 6). In particular, we note that the volume of disclosure
requirements (i.e., the list of items of information) would be reduced in the two test Stand-
ards. This means that the catalogue of items of information that may potentially be perceived
as “de facto” mandatory to disclose would be reduced.

On the other hand, we believe that — to understand how the entity has applied judgement in
determining which items of information should be disclosed (and which need not be dis-
closed) — auditors and enforcers would ask for the entity's documentation of the conclusion
reached. This means that an entity would need to demonstrate that it had considered each
item of information regardless of whether that item was ultimately disclosed. As explained
above in our response to question 3, it may be therefore easier for entities to disclose each
item of information than to justify (and document) why an item was not disclosed.

Question 5 — Other comments on the proposed Guidance

Paragraphs BC27-BC56 of the Basis for Conclusions describe other aspects of how the
Board proposes to develop disclosure requirements in IFRS Standards in future applying
the proposed Guidance. Paragraphs BC188-BC212 of the Basis for Conclusions explain
the expected effects of any disclosure requirements developed using the proposed Guid-
ance.

Do you have any other comments on these aspects? Please indicate the specific para-
graphs or group of paragraphs to which your comments relate (if applicable).

Understanding the needs of stakeholders (paragraphs BC34-B40)

We agree with the IASB’s approach that it is essential to clearly identify the information
needs of users to improve the way the IASB develops disclosure requirements (ref para-
graphs BC37, BC58). We also agree with the IASB that — to achieve a detailed understand-
ing of users’ information needs — the IASB should engage users of financial statements even
earlier in the standard-setting process and more intensely in stakeholder outreaches.

However, we are concerned that users of financial statements often request additional dis-
closures that are very particular to their information needs (i.e., very specific for a certain
“type” or “group” of users). However, such information needs could possibly be better satis-
fied by preparers through other communication channels (rather than by disclosures in the
notes to the financial statements). If an item of information is only relevant for a certain group
of users (and not requested by other groups of users), we believe that the IASB should not
develop a disclosure requirement that would require entities to disclose that item of infor-
mation. In other words, in the course of its standard-setting process, we believe that the
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IASB should explain in more detail which groups of users have requested for disclosure of a
new item of information in order to justify any additional disclosure requirement.

Further, we observe that entities may have very different, entity-specific users and the de-
gree to which these users of financial statements actually “use” financial information included
in the entity’s financial statements varies widely (e.g., institutional investors with high infor-
mation needs vs. short-term investors who are focused on an entity’s earning per share). The
information needs of these different types of users need to be weighted and balanced by the
IASB, especially with regard to which information (and with what level of detail) should be
disclosed in the notes against the background of the overall objectives of “general purpose
financial statements".

Further, we believe when engaging with users of financial statements, the IASB should not
only ask users how information should be prioritised (i.e., whether an information is “nice to
have” or “critical to their analyses”, ref. paragraph BC35(e)). Rather, we believe that IASB
should include cost-benefit-considerations in its outreaches with users. In particular, it should
be taken into account that information to be disclosed does come at a cost for investors, as
costs for the preparation of financial statements are implicit to be borne by investors (e.g.,
investors should be aware of new processes that would need to be implemented to capture a
new item of information, the costs involved and the expected impact on the timetable for pre-
paring the financial statements). This means that when developing new disclosure require-
ments, investors themselves should be forced to weigh their information needs from the per-
spective of bearing the costs of preparing the disclosures. Since the amount of information to
be disclosed in the notes to the financial statements is limited, investors would thus also
have to decide which information should not be disclosed (anymore) in return for a new dis-
closure requirement. We believe that such an approach will help the IASB in assessing which
information are essential, as it balances the information needs of users and the costs for
preparing the information.

Understanding what disclosures are required to support proposed recognition and measure-
ment requirements (paragraphs BC41-BC43)

We agree with the IASB that in making decisions about recognition and measurement re-
quirements, the related effects on disclosures that are needed to support the proposed
recognition and measurement requirements should be considered by the IASB (ref. para-
graph BC41).

However, we believe that when developing recognition, measurement and/or presentation
requirements, the IASB should also reflect on whether the proposed recognition, measure-
ment and/or presentation requirements result in any information deficits for which users
would request addition disclosures to meet that information need. For example, if the IASB
decided to require entities (or allow an accounting choice) to measure an item recognised in
the statement of financial position subsequently at amortised cost, users of financial state-
ments are likely to request for additional disclosures on the fair value of that item (e.g., as
required by paragraph 79(e) of IAS 40 for investment property). This means, the IASB should
also consider the other way around, of whether an information need could be better met by
developing recognition, measurement and/or presentation requirements, that would other-
wise need to be satisfied by additional disclosures.
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Question 6 — Overall disclosure objective for assets and liabilities measured at fair
value in the statement of financial position after initial recognition

Paragraphs BC62-BC73 of the Basis for Conclusions describe the Board’s reasons for
proposing the overall disclosure objective for assets and liabilities measured at fair value
in the statement of financial position after initial recognition.

Do you agree that this proposed objective would result in the provision of useful infor-
mation that meets the overall user information needs about assets and liabilities meas-
ured at fair value in the statement of financial position after initial recognition? If not, what
alternative objective do you suggest and why?

Proposed overall disclosure objective for assets and liabilities measured at fair value (para-
graphs 100, BC62-BC63)

We generally agree with the overall proposed disclosure objective and the IASB’s reasoning
for proposing the overall disclosure objective for assets and liabilities measured at fair value
in the statement of financial position, as described in paragraphs BC62-BC73. As already
explained more generally in our response to questions 1 and 2, we welcome the IASB’s ap-
proach to use disclosure objectives to describe users’ information needs and require entities
to disclose information that meets those needs.

However, we note that the IASB has not fundamentally “rethought” fair value measurement
disclosures. Rather, current requirements in IFRS 13 already include a disclosure objective
in paragraphs 91-92 and the proposed specific disclosure objectives and items of information
build on the existing disclosure requirements, as well. Therefore, some preparers rendered a
critical view of whether fair value measurement disclosures will change in practice.

Our main concern regarding the proposed overall disclosure objective;-however; relates to
the requirements to assess whether information provided in the notes meets overall user
information needs (i.e., should additional information be disclosed?). As already explained
more generally in our response to question 1, it is unclear which additional information an
entity might need to disclose to comply with an overall disclosure objective that is not cap-
tured by the specific disclosure objectives. Regarding the disclosures on assets and liabilities
measured at fair value, the IASB explains in paragraph BC63, that an entity will need to dis-
close additional information if there are any material uncertainties associated with fair value
measurement that have not been captured by the specific disclosure objectives. However, it
is unclear which information, and under which circumstances an entity might be required to
disclose additional information to satisfy the overall disclosure objective. We therefore rec-
ommend the IASB explain further, under which circumstances disclosures on measurement
uncertainties are currently missing in practice that would require an entity to disclose addi-
tional information in order to comply with the overall disclosure objective.
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Level of detail (paragraphs 101, BC64-BC73)

We do not agree with the IASB’s decision to avoid reference to levels of the fair value hierar-
chy in the proposed disclosure objective and items of information. Whilst ffrom a conceptual
perspective, we believe it is appropriate that the nature and extent of fair value measurement
disclosures should vary solely based on the nature of the fair value measurements (i.e.,
measurement uncertainty inherent in fair value measurement), we also believe that current
levels of the fair value hierarchy properly reflect differences in measurement uncertainty.

Therefore, we do not agree with the IASB’s proposal.

FurtherFirst of all, we believe-note that the IASB has well identified and adequately describes
the current deficiencies in fair value measurement disclosures (ref. paragraphs BC65-BC70).
In our experience:

e Level 3 fair value measurements are often subject to lengthy disclosures in the notes,
while the amounts are often not material (especially when compared to Level 2 fair
value measurements),

e Level 2 fair value measurements are often material and frequently comprise the larg-
est portion of an entity’s fair value measurements. However, Level 2 fair value meas-
urements have a wide range of measurement uncertainty and subjectivity, with some
Level -2 fair value measurements being close to Level 1 (e.g., when a transaction
price is based on transactions of other market participants, such as Bloomberg data)
and some Level 2 fair value measurements having a higher measurement uncertainty
(e.g., when, in the absence of market transactions, a fair value measurement is
based on interest yield curves),

e Level 1 fair value measurements often comprise a smaller portion of an entity’s fair
value measurements.

However, we have received some critical comments from our constituency on the IASB’s
proposals regarding the level of detail. Some preparers are concerned that it is unclear to
what extent detailed information on Level 2 fair value measurements should be disclosed
under the proposals. These preparers were concerned that almost all fair value measure-
ments classified within Level 2 of the fair value hierarchy would be subject to the same dis-
closure requirements that are currently required only for Level 3 fair value measurements. In
their view, this would result in a significant increase of fair value measurement disclosures,
especially for banks_and insurance entities. Whilst the IASB explains in paragraph BC73(ii)
that entities are expected to consider disclosing information about measurement uncertainty
for material fair value measurements that are categorised within Level 2 but for which the
categorisation is close to Level -3, in practical terms, this statement was not considered to be
helpful for entities in determining for which fair value measurements additional disclosures
should be made.

Other preparers considered that avoiding reference to levels of the fair value hierarchy is
counterintuitive. They stated that the levels of the fair value hierarchy have proven in practice
to be a good proxy for measurement uncertainty inherent in fair value measurements (i.e., in
this respect, it is logical that the current requirements of IFRS 13 require the more detailed
information to be disclosed for Level 3 fair value measurements). Therefore, it is counterintui-
tive that the IASB on the hand adheres to the current definition of the levels of the fair value
hierarchy, while on the other hand requires entities scaling their fair value measurement dis-
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closures by an (entity-specific) assessment of the measurement uncertainty inherent in fair
value measurements. Further, in their view, the levels of the fair value hierarchy continue to
be a good proxy for measurement uncertainty. Consequently, these entities rendered the
view that the nature and extent of the disclosures might not change significantly in practice.

Other stakeholders noted that the proposals pose some significant operational challenges
that need further consideration (especially for banks_and insurance entities): In practice, fair
value measurements are not prepared at group level (e.g., by a group department), rather
fair value measurements are prepared at legal entity level and reported to the parent entity.
Consequently, valuation techniques and inputs used may differ between subsidiaries. By
contrast, the current system of IFRS 13 disclosure requirements (i.e., by level of the fair val-
ue hierarchy) is operational, as is can be “rolled out" and implemented uniformly across sub-
sidiaries. By contrast, under the proposals, judgement is required (at subsidiary level), as to
which assets and liabilities measured at fair value are subject to high measurement uncer-
tainty und subjectivity, for which more detailed information should be disclosed (at group lev-
el). This means, that entities (especially banks_and insurance entities) will need to adapt their
reporting processes and systems to identify those assets and liabilities measured at fair val-
ue (at subsidiary level) for which they deem more detailed information necessary to be dis-
closed and to capture the information needed.

Given-the-feedbackfrom-our-constituency-For the reasons above, we do not agree with the

IASB’s proposal of avoiding reference to levels of the fair value hierarchy. Rather, we believe
that the level of the of the fair value hierarchy have proven in practice to be a good and oper-
ational proxy for measurement uncertainty. Therefore, we believe that disclosure require-
ments in IFRS 13 should continue to be scaled by levels of the fair value hierarchy.

If the IASB decides to retain its approach of avoiding reference to levels of the fair value hi-
erarchy, we believe that including a requirement for entities to consider the level of detail
necessary to satisfy the disclosure objective alone, will not achieve the desired objective of
reinforcing the importance of proper application of materiality judgements. Rather, we believe
that the IASB needs-would need to explain in more detail, for which assets and liabilities
measured at fair value entities would be expected to provide more detailed information
(compared to current fair value measurement disclosures). Therefore, if the IASB decides to
retain its proposal of avoiding reference to levels of the fair value hierarchy, we suggest the
IASB develop application guidance that explains further:

e how an entity should apply judgement in determining which information about fair val-
ue measurements is material, and

e for which material fair value measurements categorised within Level 2 an entity
should consider disclosing additional information about measurement uncertainty that
is currently required only for Level 3 fair value measurements (i.e., which Level 2 fair
value measurements are close to Level 37?),

e what information and-is to be considered as material and “entity-specific’ and hence
should be disclosed, and

e which disclosures are immaterial and need not be disclosed (for example, for some
items of information, some additional guidance is included in the Basis for Conclu-
sions, such as paragraph BC81, that explains that the IASB does not expect an entity
to disclose every technique and input used in deriving its fair value measurements;
whilst for other items of information guidance is missing).
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Format and presentation of the proposed disclosure section

Overall, we believe that the proposed amendments to IFRS 13 have-would significantly im-
proved the way the disclosure requirements are drafted and presented and would also in-
clude some relief for preparers (especially for non-financial entities). For example:

e As disclosure requirements are not differentiated by level of fair value hierarchy, the
structure and comprehensibility of the disclosure section have—would significantly
been-improved,

e The volume of disclosure requirements has-would be been-reduced, and a more
“principles-based approach” has-beernwould be adopted through the introduction of
disclosure objectives. By contrast, the current disclosures requirements in IFRS 13
were perceived as a very long, “rules-based” catalogue of disclosure requirements,

e The proposed items of information are-would be described by using less descriptive
language when compared to current disclosure requirements in IFRS 13 (ref. e.g.,
paragraph 93 of IFRS 13: “An entity shall disclose, at a minimum, ..."),

e The "threshold" that would require entities to disclose certain items of information has
beenwould be raised to "significant" (e.g., proposed new paragraphs 107 and 114 re-
fer to “significant techniques and inputs used in determining the fair value measure-
ments” and “significant reasons for changes in the fair value measurements”),

e Some items of information for which current IFRS 13 requires disclosure have-been-
would be removed (e.g., information about the valuation processes), and

e The proposals de-would not require entities to disclose information about all reasons
for changes in the fair value measurements. By contrast, current paragraph 93(e) of
IFRS 13 requires entities to disclose a tabular reconciliation and contains a fixed
catalogue of reconciling items that need be included in the reconciliation.

Notwithstanding our general support on the format and presentation of the proposed
amendments to IFRS 13, we have received mixed feedback from our constituency on the
content of the of the proposals.

Many preparers rendered a critical view on the proposals, wishing that the IASB had offered
more relief (especially for non-financial eerperate-entities), beyond reinforcing the importance
of appropriate materiality judgements and encouraging entities to omit immaterial infor-
mation. These preparers are concerned that also under the proposals fair value measure-
ment disclosures will continue to be lengthy while often not providing meaningful information
to users of financial statements.

Further, many preparers are concerned on the cost-benefit-balance of the proposals. These
preparers reiterated their concerns that the proposals would require entities to demonstrate
and document the judgements applied in determining what information is relevant to meet
users’ information needs and hence should be (or needs not be) disclosed. Further, prepar-
ers would need to explain to auditors and regulators how they satisfied the information need
of users; thus, there will likely be significant discussions with auditors and regulators about
what information is relevant to users (beyond the question of what information is material).
Applying the proposals would hence result in more time and resources spent on applying
judgements and its respective documentation; however, preparers questioned whether dis-
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closures would change significantly in practice, and thus doubted whether the benefits of the
proposals exceed the cost of preparation and documentation.

Question 7 — Specific disclosure objectives for assets and liabilities measured at fair
value in the statement of financial position after initial recognition

Paragraphs BC74-BC97 of the Basis for Conclusions describe the Board’s reasons for
proposing the specific disclosure objectives about assets and liabilities measured at fair
value in the statement of financial position after initial recognition, and discuss approach-
es that the Board considered but rejected.

(a) Do you agree that the proposed specific disclosure objectives capture detailed us-
er information needs about assets and liabilities measured at fair value in the
statement of financial position after initial recognition? Why or why not? If not,
what changes do you suggest?

(b) Do you agree that the proposed specific disclosure objectives would result in the
provision of information about material fair value measurements and the elimina-
tion of information about immaterial fair value measurements in financial state-
ments? Why or why not?

(c) Do you agree that the benefits of the specific disclosure objectives would justify
the costs of satisfying them? Why or why not? If you disagree, how should the ob-
jectives be changed so that the benefits justify the costs? Please indicate the spe-
cific disclosure objective(s) to which your comments relate.

(d) Do you have any other comments on the proposed specific disclosure objectives?
Please indicate the specific disclosure objective(s) to which your comments relate.

Assets and liabilities within each level of the fair value hierarchy (paragraphs 103-104)

We agree with the proposed specific disclosure objective and the IASB’s reasoning as ex-
plained in paragraphs BC75-BC76.

We welcome that the IASB emphasises that an entity is not expected to explain the categori-
sation of each class of assets and liabilities (ref. paragraph BC75), rather an entity should
provide information that enables users to understand the relative subjectivity in the entity’s
assessment of where the fair value measurements of assets and liabilities are in the fair val-
ue hierarchy (ref. paragraph 104).

However, we have received feedback from preparers from our constituency that it is unclear
whether and to what extent disclosures about the fair value measurements of each class of
assets and liabilities measured at fair value by the level of the fair value hierarchy should
change in practice. Further, these stakeholders explained that the proposed lllustrative Ex-
ample 15 does not help entities in applying judgement and determining which information
should be disclosed or omitted.
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Measurement uncertainties associated with fair value measurements (paragraphs 107-108)

We agree with the proposed specific disclosure objective that would require entities to dis-
close information about significant techniques and inputs used in determining the fair value
measurements for each class of assets and liabilities measured at fair value.

We welcome that the IASB emphasises that an entity is not expected to disclose every tech-
nique and input used in deriving its fair value measurements; rather an entity should provide
information about techniques and inputs that are significant to the entity’s fair value meas-
urements and give rise to uncertainty in those measurements (ref. paragraph BC80).

We believe that focusing the disclosure objective on significant valuation techniques and in-
puts used might improve communication effectiveness and encourage entities eliminate im-
material information. Therefore, we agree with the IASB’s proposal to require entities disclos-
ing information about significant techniques and inputs in determining fair value measure-
ments.

Reasonably possible alternative fair value measurements (paragraphs 111-112)

We do not agree with the proposed specific disclosure objective that would require entities to
disclose information about alternative fair value measurements for each class of assets and
liabilities measured at fair value, using inputs that were reasonably possible at the end of the
reporting period.

SecondlyFirstly, we are concerned that disclosing alternative fair value measurements might
undermine the legitimacy of fair value measurements that the entity has recognised in its
statement of financial position. Entities might be faced with questions by users on whether
fair value measurements recognised in statement of financial position are appropriate or
whether another value within the disclosed range of alternative fair value measurements was
more appropriate.

LastlyFurthermore, we do not agree with the IASB’s statement in paragraph BC85(b) that
information about the overall possible range of fair value measurements at the end of the
reporting period is more useful to users than detailed sensitivity information. Rather, we be-
lieve that calculating alternative fair value measurements is more complex and involves sig-
nificant judgement. Further alternative fair value measurements are subject to measurement
uncertainty. Therefore, we are concerned that disclosing a range of alternative fair value val-
ues gives users of financial statement a false sense of accuracy. By contrast, sensitivity dis-
closures are well-established in practice and are perceived to provide useful information
especially for entities from the financial sector, as sensitivity information provides users of
financial statements with a sense of potential variability of fair value estimates.
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Secondly, we question at what level of granularity information about alternative fair value
measurements (including inputs used) should be disclosed in the notes, as information, once
aggregated by classes of assets and liabilities, might be meaningless and possibly mislead-
ing for users of financial statements.

ThirdlyEirstly, we are concerned whether the proposals would be operational. For preparers,
the costs associated with preparing such information would be high, as entities would be re-
quired to set up new processes and implement system changes to develop alternative fair
value measurements. While calculating an alternative fair value measurement might work for
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a single asset (such as a single investment property), calculating and aggregating such in-

formation across a class of assets and liabilities measured at fair value (and across legal
reporting entities) is complex and subject to significant operational challenges (e.g., invest-

ment property located in different countries, requiring country-specific assumptions on rea-
sonably possible alternative inputs to be used, such as maintenance costs, market rents
discount rates, etc.). These operational challenges become even more severe, if fair value
measurement information is not prepared at group level (e.g., by a group treasury depart-
ment), but are prepared at subsidiary level and are based on different valuation models and
methods used by the reporting entities. Further, also practical issues have to be considered

as the proposals do not provide any guidance on what range of alternative inputs is to be
considered as “reasonably possible”.

For the reasons above, we do not agree with the proposed disclosure objective. Rather, we
recommend the IASB retain current sensitivity analysis disclosures.

If the IASB decides not to follow our recommendation of retaining current sensitivity analysis
disclosures, we would like to note that the proposed disclosure objective might need to be
rephrased, as entities would currently be required to disclose alternative fair value measure-
ments in general for each class of assets and liabilities measured at fair value. By contrast,
current requirements of IFRS 13 require disclosure of sensitivity information only for Level 3
fair value measurements. This means, that the under proposals, the amount of sensitivity
disclosures could increase significantly, if the IASB expects an entity to disclose alternative
fair value measurements for each class of assets and liabilities measured at fair value. As we
believe that sensitivity disclosures are most useful for users for those fair value measure-
ments that that-are subject to measurement uncertainty, we propose the IASB clarify that
entities are not necessarily expected to disclose alternative fair values for each class of as-
sets and liabilities measured at fair value.

Reasons for changes in fair value measurements (paragraphs 114-115)

We agree with the proposed specific disclosure objective that requires entities to disclose
information about the significant reasons for changes in the fair value measurements. Fur-
ther, we welcome that the IASB’s proposals focus on reasons for changes that are significant
to fair value measurements to help entities apply judgement and improve their communica-
tion effectiveness.
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Further, we welcome that the IASB is not proposing to extend the existing requirements to
disclose a tabular reconciliation to Level 1 and/or Level 2 fair value measurements. Requiring
entities to prepare a detailed reconciliation for Level 1 and/or Level 2 fair value measure-
ments would involve significant effort (including ERP system changes) for preparers. There-
fore, we agree with the IASB’s proposal not to require entities to disclose a reconciliation for
fair value measurement other than those categorised in Level 3 of the fair value hierarchy.
Please also refer to our response to questions 8 below.

Question 8 — Information to meet the specific disclosure objectives for assets and
liabilities measured at fair value in the statement of financial position after initial
recognition

Paragraphs BC74-BC97 of the Basis for Conclusions describe the Board’s reasons for
proposing the items of information to meet the specific disclosure objectives about assets
and liabilities measured at fair value in the statement of financial position after initial
recognition, and discuss information that the Board considered but decided not to include.

(a) Do you agree that entities should be required to disclose the proposed items of in-
formation in paragraphs 105, 109 and 116 of the [Draft] amendments to IFRS 13?7
Why or why not? If not, what changes do you suggest and how would they help an
entity to meet the specific disclosure objective?

(b) Do you agree with the proposed items of information that are not mandatory but
may enable entities to meet each specific disclosure objective? Why or why not? If
not, what changes do you suggest and how would they help an entity to meet the
specific disclosure objective?

Measurement uncertainties associated with fair value measurements (paragraphs 109-110)

We agree with the proposed items of information. In addition, we welcome that the proposed
items of information are focusing on information about the significant valuation techniques
and inputs used in determining fair value measurements. We believe that by emphasising
that entities are expected to disclose information about techniques and inputs that are signifi-
cant to the entity’s fair value measurements and give rise to uncertainty in those measure-
ments (ref. paragraph BC80), preparers will be better encouraged to omit immaterial infor-
mation.

We note that the proposed specific disclosure objective on measurement uncertainties does
not include any new (nor amended) items of information. Instead, also current paragraphs
93(d) and 93(i) of IFRS 13 require entities to disclose a description of the valuation tech-
niques and inputs used in the fair value measurement (for recurring and non-recurring fair
value measurements categorised within Level 2 and Level 3 of the fair value hierarchy).
Therefore, we do not expect any material changes in relation to what information will be dis-
closed applying the proposals, except that entities may review their fair value measurement
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disclosures and omit immaterial information (i.e. descriptions of valuation techniques and
inputs that are not significant to the entity’s fair value measurements).

Reasonably possible alternative fair value measurements (paragraph 113)

We do not agree with proposed items of information. As already explained in more detail in
our response to question 7, we are concerned whether the proposals would be-eperational
and-provide users of financial statements with meaningful information_and are operational for
preparers. Further, we have some concerns about some ef-the-practical aspects of the pro-
posals. Therefore, we recommend the IASB not to require entities to disclose information
about reasonably possible alternative fair value measurements. Rather, we suggest that cur-
rent sensitivity analysis disclosures should be retained.

Reasons for changes in fair value measurements (paragraphs 116-117)
We agree with proposed items of information.

Regarding the proposed requirement to disclose a tabular reconciliation for recurring fair val-
ue measurements categorised in Level 3 of the fair value hierarchy, we welcome that the
IASB is not requiring entities to include in the reconciliation a line item for every reason for
changes in the amount of fair value measurements (ref. paragraph 116, BC93). Whilst we
agree that focussing disclosures on information about the significant reasons for changes in
the fair value measurements might improve communication effectiveness, we note that the
proposals do not offer a relief to preparers. Indeed, in terms of data capturing, all reasons for
changes in the amount of fair value measurements need to be captured to decide which
changes are significant and need to be disclosed in the reconciliation.

Further, we welcome that the IASB proposes that entities only need to disclose a detailed
reconciliation for recurring fair value measurements classified within Level 3 of the fair value
hierarchy (see paragraph 116). We note that, also under current paragraph 93(e) of IFRS 13,
entities are only required to disclose a detailed reconciliation for Level 3 fair value measure-
ments. Therefore, in practice, entities already have processes and systems in place to cap-
ture the information needed for a detailed reconciliation that separately discloses every rea-
son for changes (i.e., movement types) in the amount of Level 3 fair value measurements.
However, these processes and adaptations to ERP systems have been costly to implement
and would also be costly to implement if the IASB decided to expand the scope of the re-
quirement to disclose a detailed reconciliation to fair value measurements categorised out-
side Level 3 of the fair value hierarchy. Therefore, we welcome that the IASB expects entities
only to disclose an explanation (i.e., a narrative description) of the significant reasons for
changes in recurring Level 1 or Level 2 fair value measurements (ref. paragraph 117, BC96).
In practice, significant reasons for changes in recurring Level 1 or Level 2 fair value meas-
urements are well-known and can be explained by entities (typical reasons are: additions,
derecognition or measurement changes). Therefore, if narrative explanations are sufficient to
meet the disclosure objective, and no quantitative information needs to be disclosed, entities
are likely to easily comply with proposed the disclosure objective.
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Question 9 — Specific disclosure objective for assets and liabilities not measured at
fair value in the statement of financial position but for which fair value is disclosed in
the notes

Paragraphs BC98-BC99 of the Basis for Conclusions describe the Board’s reasons for
proposing the specific disclosure objective for assets and liabilities not measured at fair
value in the statement of financial position but for which fair value is disclosed in the
notes.

(a) Do you agree that the proposed specific disclosure objective captures detailed us-
er information needs about assets and liabilities not measured at fair value in the
statement of financial position but for which fair value is disclosed in the notes?
Why or why not? If not, what changes do you suggest?

(b) Do you agree that this proposed specific disclosure objective would result in the
provision of useful information about assets and liabilities not measured at fair val-
ue but for which fair value is disclosed in the notes? Why or why not?

(c) Do you agree that the benefits of the specific disclosure objective would justify the
costs of satisfying it? Why or why not? If you disagree, how should the objective
be changed so that the benefits justify the costs?

(d) Do you have any other comments about the proposed specific disclosure objec-
tive?

We do not agree with the proposed disclosure objective;—as-its-scope-cevers-all-assets-and

fair-value-information. Whilst we like the idea to-of providing users of financial statements
with a sense of fair value estimates for items not measured at fair value in the statement of
financial position, our main concern (as explained in more detail below) relates to the limited
information value of these disclosures. As fair values are disclosed in isolation for individual
items (or classes of assets and liabilities) not measured at fair value, they cannot reflect any
compensating effects of the entity’s market risk management (such as the effect of (econom-
ic) hedges), i.e., information on the context is missing. Therefore, we believe that the disclo-
sures on the fair values of assets and liabilities not measured at fair value can only provide
an incomplete picture of a statement of financial position at fair value and might be mislead-

ing for users.
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In practice, disclosures of fair values are widely related to financial assets or financial liabili-
ties rot-measured-atfairvaluemeasured at amortised cost. For these items, paragraphs 25-

30 of IFRS 7 require entities to disclose for each class of financial assets and liabilities the
fair value of that class of assets and liabilities in way that permits it to be compared with its

carrying amountrequire-fair-value-information-through-supplementary-diselesures. In practice,
these supplementary-disclosures relate to the following items_in the statement of financial

position:

e For non-financial entities, fair value disclosures on items not measured at fair value
typically relate to an entity’s financial liabilities (such as bonds, liabilities to banks,
etc.).

e For banks, disclosures on items not measured at fair value mainly refer to loans and
recelvables measured at amortlsed cost%heufm#val&&eﬁmhae#rs—eﬁen%lass%d

However, when disclosing fair values of these assets and liabilities, we observe that relevant
information on the context of these fair values is missing that would enable users to properly
incorporate that fair value information into their calculations or forecast analysis. Rather, we
believe that the fair value information disclosed can only be meaningful interpreted in con-
junction with information about the entity’'s market risk management (especially interest rate
risk management), as the fair value information to be disclosed is subject to measurement
uncertainty and sensitive to the inputs used. For example, users are likely to misinterpret a
given fair value information on a bank’s loans and advances, if not considered together with
derivatives that the entity has entered in this regard (regardless of whether or not these de-
rivatives are designated in a hedging relationship). However, it should be noted that the dis-
closures on the fair value of assets and liabilities not measured at fair value cannot reflect
contextual information about the entity’s overall market risk management, therefore users of
financial statements only get an incomplete picture which can be misleading. That means

that the fair values disclosures do not reveal hidden reserves that an entity could realise, for

example, through a future sale. Therefore, we believe that the information value of these dis-
closures is limited.

Further, lin practice, these disclosures are perceived to be burdensome (i.e., very detailed
tabular disclosures, containing information that is not useful for users).

HeweverFurthermore, this-the fair value information_disclosed is not used internally by enti-
ties in determining their overall financial position or making decisions about individual finan-
cial instruments. Rather, these financial instruments are managed based on cashflows (i.e.,

future pr|n0|pal and |nterest payments) Eu#her—we—nete—that—the—fa*valaes—ef—these—ﬁnane&al
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Therefore, we recommend the IASB undertake a review of the requirements in other IFRS

Standards that currently require the disclosure of the fair value of items otherwise not meas-
ured at fair value in the statement of financial position.

Question 10 — Information to meet the specific disclosure objective for assets and
liabilities not measured at fair value in the statement of financial position but for
which fair value is disclosed in the notes

Paragraph BC100 of the Basis for Conclusions describes the Board’s reasons for propos-
ing the items of information to meet the specific disclosure objective about assets and
liabilities not measured at fair value in the statement of financial position but for which fair
value is disclosed in the notes.

(a) Do you agree that entities should be required to disclose the proposed items of in-
formation in paragraph 120 of the [Draft] amendments to IFRS 13? Why or why
not? If not, what changes do you suggest and how would they help an entity to
meet the specific disclosure objective?

(b) Do you agree with the proposed items of information that are not mandatory but
may enable entities to meet the specific disclosure objective? Why or why not? If
not, what changes do you suggest and how would they help an entity to meet the
specific disclosure objective?

As explained above in our response to question 9, we are concerned that many of the cur-
rent disclosure requirements on the fair value of assets and liabilities not measured at fair

value are not useful for users-te-forecast future-cash-flows-of the-entity.
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Therefore, we suggest the IASB review the current requirements in other IFRS Standards
that trigger fair value measurement disclosures of items otherwise not measured at fair value
(such as the requirements in paragraphs 25-30 of IFRS 7). In our opinion, the IASB should
analyse in more detail not only what information should be disclosed when other IFRS
Standards require disclosure of fair value information, but also for which items (at all) disclo-
sures of fair value information are useful to users (and therefore should be disclosed). For
further details please refer to our response to question 10 above.

However, we also note that the IASB is not proposing any additional items of information
when compared to current disclosure requirements in paragraph 97 of IFRS 13. Thus, enti-
ties already have processes implemented to prepare the information needed and will be able
to comply with the proposed disclosure objective.

Question 11 — Other comments on the proposed amendments to IFRS 13

Do you have any other comments on the proposed amendments to IFRS 13 in this Expo-
sure Draft, including the analysis of the effects (paragraphs BC214-BC215 of the Basis
for Conclusions) and the lllustrative Examples accompanying the Exposure Draft?

Proposed amendments to IAS 34

According to the proposed amendments to paragraph 16A(j) of IAS 34, an entity shall pro-
vide information about the fair value for financial instruments to meet the requirements in the
overall and specific disclosures objectives as required by the proposed amendments of IFRS
13 for assets and liabilities measured at fair value-in-the-statement-of financial-pesitionafter
initial-recognition. While we consider this approach from a conceptual point of view to be ap-
propriate, we have some concerns regarding the cost-benefit balance of this approach_for
non-financial entities.

Firstly, we note that the volume of disclosures about fair value measurements in an entity’s
interim financial statements is excessive under the current disclosure requirements of IAS 34
(especially when compared to the volume of other disclosures required by IAS 34). These
disclosures are often not considered to be useful for users of interim financial statements in
many industries (especially for non-financial entities). In other words, we consider the con-
cerns expressed by stakeholders about fair value measurement disclosures in annual finan-
cial statements (as explained in paragraphs BC65-BC70) are equally (or even more) valid for
interim financial statements. However, we could not determine from the Basis for Conclu-
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sions how users evaluate the information they currently receive about fair value measure-
ment in interim financial statements.

Secondly, although entities have in practice implemented processes and procedures to cap-
ture the information required by current paragraph 16A(j) of IAS 34, this information is costly
to prepare (in particular with regard to Llevel 3 fair value measurements), as the required
information for some fair value measurements cannot be automatically retrieved from ERP
systems but must be captured 'manually'. For banks and insurance entities, the disclosures
on fair value measurements in interim financial statements provide users with meaningful
information. However, As-we doubt that extensive disclosures on fair value measurements in
interim financial statements are useful to users_of non-financial entities; thus ;-we believe that
the benefits do not outweigh the costs_for non-financial entities. Therefore, we would have
preferred the IASB to have adopted a more “radical” approach and significantly reduced or
eliminated the disclosure requirements on fair value measurements in IAS 34_for non-
financial entities. Alternatively, we suggest the IASB deliberate whether a disclosure objec-
tive (or another principles-based approach) could be developed which would allow non-
financial entities to omit disclosures that are not considered to provide relevant information
for users of financial statements.

Effective date and transition

According to the proposed new paragraph C7 of IFRS 13 and paragraph 60 of IAS 34, “an
entity shall apply the amendments from the first annual reporting beginning on or after [effec-
tive date]”. As paragraph C7 of IFRS 13 and paragraph 60 of IAS 34 do specify any other
specific transitional provisions, this means that the proposed amendments are to be applied
retrospectively in accordance with IAS 8 (which includes a restatement of comparatives).

We agree with the IASB’s proposal that the proposed amendments shall be applied retro-
spectively in accordance with IAS 8. As the proposed amendments constitute a conceptual
change, we recommend the |IASB set an appropriate transition period, which allows entities
sufficient time to apply the new approach to their disclosure sections on IAS 19 and IFRS 13
in the notes. If the IASB expects complex changes arising from the proposed amendments
(that would require entities to adapt their accounting systems to collect the information need-
ed to comply with proposed disclosure objectives), then a sufficient transition period must be
provided.

Question 12 — Overall disclosure objective for defined benefit plans

Paragraphs BC107-BC109 of the Basis for Conclusions describe the Board’s reasons for
proposing the overall disclosure objective for defined benefit plans.

Do you agree that this proposed objective would result in the provision of useful infor-
mation that meets the overall user information needs about defined benefit plans? If not,
what alternative objective do you suggest and why?
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We generally agree with the IASB’s reasoning for proposing the overall disclosure objective
for defined benefit plans, as described in paragraphs BC107-BC109. However, we observe
that the proposed overall disclosure objective is very similar to the current disclosure objec-
tive in paragraph 135 of IAS 19. This is surprising as stakeholders told the IASB that em-
ployee benefit disclosures applying IAS 19 often do not meet the information needs of users
of financial statements (ref. paragraph BC105).

Given that many users said that information about the expected effects of defined benefit
plans on an entity’s future cash flows is “the most relevant information they could receive
about defined benefit plans” (ref. paragraph BC121), we would have expected that this in-
formation need is reflected by the overall disclosure objective as well.

Further, as already explained more generally in our response to question 1, it remains un-
clear which additional disclosures are deemed to be necessary that are not captured by the
specific disclosure objectives. For example, the IASB explains in paragraph BC107, that an
entity will need to disclose additional information if material risks and uncertainties associat-
ed with an entity’s plans would affect the entity’s primary financial statements and have not
been captured by the specific disclosure objectives. We therefore recommend the IASB ex-
plain further, under which circumstances disclosures are currently missing in practice that
would require an entity to disclose additional information in order to comply with the overall
disclosure objective.

Further, it is not clear from the proposals in which cases the applied level of aggregation and
disaggregation was perceived to be inappropriate in practice. We understand from paragraph
BC108 that “the importance of appropriate levels of aggregation was a prevalent theme
throughout the Board's discussions with stakeholders on defined benefit plan disclosures”
and that the IASB intends to address this matter issue by providing examples of features an
entity could use to disaggregate information. However, these examples have already been
provided by paragraph 138 of IAS 19. Therefore, it is questionable whether the revised guid-
ance will enable entities to better aggregate and disaggregate defined benefit disclosures.
Therefore, we recommend the IASB clarify in which situations the level of aggregation of de-
fined benefit disclosures has been perceived as inappropriate by users of financial state-
ments and provide further guidance on how these issues should be resolved.
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Question 13 — Specific disclosure objectives for defined benefit plans

Paragraphs BC110-BC145 of the Basis for Conclusions describe the Board’s reasons for
proposing the specific disclosure objectives about defined benefit plans, and discuss ap-
proaches that the Board considered but rejected.

(a) Do you agree that the proposed specific disclosure objectives capture detailed us-
er information needs about defined benefit plans? Why or why not? If not, what
changes do you suggest?

(b) Do you agree that the proposed specific disclosure objectives would result in the
provision of relevant information and the elimination of irrelevant information about
defined benefit plans in financial statements? Why or why not?

(c) Do you agree that the benefits of the specific disclosure objectives would justify
the costs of satisfying them? Why or why not? If you disagree, how should the ob-
jectives be changed so that the benefits justify the costs? Please indicate the spe-
cific disclosure objective(s) to which your comments relate.

(d) Do you have any other comments on the proposed specific disclosure objectives?
Please indicate the specific disclosure objective(s) to which your comments relate.

Amounts in the primary financial statements relating to defined benefit plans (paragraphs
147D and 147E)

We agree with the proposed specific disclosure objective. We believe that defined benefit
disclosures would benefit from an upfront “executive summary” (ref. paragraph BC112), as
this information would help users of financial statements to more easily understand the
amounts in the primary financial statements and how they link to the more detailed disclo-
sures about defined benefit plans. We also agree with the IASB that such an upfront “execu-
tive summary” is not costly to prepare and, thus, is a simple and effective improvement in
disclosures about defined benefit plans with minimal incremental costs.

Nature of, and risks associated with, defined benefit plans (paragraphs 147G and 147H)

We note that the proposed specific disclosure objective in IAS 19.147G combines very het-
erogeneous items of information, some of which are likely to lead to the provision of boiler-
plate information (e.g. the description of how plans are governed and managed and the de-
scription of the policies and processes used by the entity to manage the identified (plan-
specific) risks). We therefore suggest the IASB revise the specific disclosure objective and
the proposed items of information by:

e strengthening the proposed specific disclosure objective, by focusing on the risks as-
sociated with defined benefits plans,

e introducing a separate specific disclosure objective for significant changes to defined
benefit plans (i.e., plan amendments, etc.), and
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e providing further application guidance to enable entities to provide more useful infor-
mation about the nature of, and risks associated with, defined benefits plans.

In our opinion, the proposed items of information regarding the description of nature of the
benefits provided by the plans (paragraph 147I(a)), and the description of plan amendments,
curtailments and settlements in the reporting period (paragraph 147I(c)), are significantly
different from the other items of information. Further, we believe that information about signif-
icant plan amendments, curtailments and settlements is essential for users of financial
statements to understand the occurrence and effects of changes to the benefits by the plans.
Therefore, we recommend the IASB introduce a separate disclosure objective for significant
changes in benefits provided by defined benefit plans.

Further, we suggest the IASB develop further application guidance that enables entities to
provide more meaningful, entity-specific disclosures regarding risks arising from defined
benefit plans. As the IASB itself explains in paragraph BC116, entities often provide lengthy
narrative explanations about their defined benefit plans, which users of financials statements
do not find useful. Therefore, we recommend the IASB to illustrate further, which information
about the risks associated with defined benefit plans and plan assets is sought to be useful
for users.

Expected future cash flows relating to defined benefit plans (paragraphs 147J and 147K)

We agree with the IASB’s reasoning that information about the expected effects of defined
benefit plans on an entity’s future cash flows is useful for users of financial statements.
Therefore, we also agree with the IASB’s conclusion that a specific disclosure objective cap-
turing user needs about the cash flow effects of defined benefit plans would lead to a signifi-
cant improvement in defined benefit disclosures.

However, we recommend the IASB clarify the notion of future “contributions to the plan”. In
our opinion, to understand the effect of the defined benefit obligation on the entity’s future
cash flows, information is necessary to with regard to the ‘net cash flows’ that comprise both:

e expected future contributions to the plan (“contributions”), and
o expected future benefit payments, directly by the entity to plan participants (“benefit
payments”)

With regard to our constituency, benefit payments are most commonly paid directly by the
entity to the plan participants (regardless of whether (or not) the defined benefit plan is fund-
ed). However, from the proposed paragraph 147L(b) it is unclear whether “contributions to
the plan” include benefits payments that are paid directly by the entity itself (rather than by
plan). Therefore, we recommend the IASB clarify that to achieve the proposed specific dis-
closure objective, an entity shall disclose information about both, expected future contribu-
tions to the plan, as well as expected future benefit payments, directly by the entity to plan
participants.

Further, we do not agree with the IASB’s proposal of a separate specific disclosure objective

for “future payments to members of defined benefit plans that are closed to new members*

(as proposed by paragraphs 147N and 1470). Rather, we believe that users’ information

needs are very similar for plans that are closed to new members and plans that remain open

to new members. Therefore, as discussed in more detail below, we recommend the IASB
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combine the proposed specific disclosure objective for plans are closed to new members
(paragraphs 147N and 1470) with the more general specific disclosure objective in para-
graphs 147J and 147K (i.e., “expected future cash flows relating to defined benefit plans®).

Future payments to members of defined benefit plans that are closed to new members (par-
agraphs 147N and 1470)

We do not agree with the proposed specific disclosure objective. Rather, we believe that us-
ers’ information needs for defined benefit plans that are closed to new members are very
similar compared to plans that remain open to new members. Both in the case of plans that
are closed to new members and in the case of plans that remain open to new members, us-
ers of financial statements want to understand the extent to which (i.e., for how long and with
what impact on cash flows) the entity has been and will continue to be affected by defined
benefit plans. Therefore, we believe that a separate specific disclosure objective for plans
that are closed to new members is not justified.

Further, we do not agree with the IASB’s reasoning in paragraph BC134 that the period over
which an entity will continue to make payments iris unlikely to change significantly if a plan is
closed to new members. Rather, the defined benefit obligation could increase significantly in
future reporting period, if the plan remains open to the accrual of further benefits to current
members, even if the plan is closed to new members. Therefore, the defined benefit obliga-
tion of a plan that is closed to new members, may also increase (significantly) in future re-
porting periods, due to employee services to be received in the future.

For the reasons above, we recommend the |IASB:

o either delete the proposed specific disclosure objective in paragraphs 147N-1470 for
defined benefit plans that are closed to new members, or

e combine the specific disclosure objective for defined benefit plans that are closed to
new members with the (more general) specific disclosure objective for “expected fu-
ture cash flows relating to defined benefit plans” in paragraphs 147J-147K.

Measurement uncertainties associated with the defined benefit obligation (paragraphs 147Q
and 147R)

We agree with the proposed specific disclosure objective. However, we are concerned that
the proposed items of information are appropriate to meet users’ information needs. In par-
ticular, we do not agree with the IASB’s proposal not to require disclosure of a detailed sensi-
tivity analysis for each significant actuarial assumption. As explained in more detail in our
answer to question 14, we believe that the benefits provided by a sensitivity analysis (as cur-
rently required by paragraph 145 of IAS 19) outweigh the benefits of disclosing a range of
possible alternative values for the defined benefit obligation.;
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Reasons for changes in the amounts recognised in the statement of financial position for
defined benefit plans (paragraphs 147T and 147U)

We agree with the proposed specific disclosure objective. We welcome and support the
IASB’s proposals to focus on significant reasons for changes to help entities improve the
communication effectiveness of the disclosed information and eliminate any immaterial in-
formation. \However, we note that the proposed disclosure objective corresponds to the cur-
rent requirements in paragraphs 140-141 of IAS 19 that require entities to disclose a recon-
ciliation from the opening balance to the closing balance for the net defined benefit liability
(or asset) and for reimbursement rights. Further, according to the overarching materiality
principle, entities currently are also not required to disclose any immaterial information.
Therefore, we believe that the proposals would not significantly change how entities disclose
information about reasons for changes in the net defined liability (or asset) and for reim-
bursements rights.

To improve the format and presentation of the proposals, we recommend the IASB change
the order of the specific disclosure objectives. As the proposed specific disclosure objective
mainly consists of items of information that entities are required to disclose, we suggest plac-
ing this disclosure objective — together with other specific disclosure objectives that include
items of information as requirements — at the beginning of the disclosure section_on defined

benefit plans.

Question 14 — Information to meet the specific disclosure objectives for defined
benefit plans

Paragraphs BC110-BC145 of the Basis for Conclusions describe the Board’s reasons for
proposing the items of information to meet the specific disclosure objectives about defined
benefit plans, and discuss information that the Board considered but decided not to in-
clude.

(a) Do you agree that entities should be required to disclose the proposed items of in-
formation in paragraphs 147F, 147M and 147V of the [Draft] amendments to IAS
19? Why or why not? If not, what changes do you suggest and how would they
help an entity to meet the specific disclosure objectives?

(b) Do you agree with the proposed items of information that are not mandatory but
may enable entities to meet each specific disclosure objective? Why or why not? If
not, what changes do you suggest and how would they help an entity to meet the
specific disclosure objective?

Amounts in the primary financial statements relating to defined benefit plans (paragraph
147F)

We agree with the proposed items of information as described by paragraphs 147F. Howev-
er, we suggest the IASB to revisit the proposed lllustrative Example 1 with regard to:
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K iert [IC2]: Anmerkungen der AG ,Pensionen”:

Der ED sieht in Tz. 147V eine verpflichtende Uberleitung der DBL
(d.h. der Nettoverpflichtung) vor. Damit bleiben die Vorschlage
deutlich hinter derjenigen im gegenwaértigen IAS 19.140 f. zurtck.
Denn IAS 19.140 f. sieht eine Uberleitung von DBO, Planvermdogen,
DBL (sowie des "asset ceiling effect") vor, also eine Uberleitung der
Bruttowerte.

Damit ist die nebenstehende Aussage ggf. zu revidieren.

Frage an den IFRS-FA:
Wie ist die Position des IFRS-FA zu dieser im ED enthaltenen Erleich-

terung?

Anmerkung des Mitarbeiterstabs:

Der IASB beschreibt in Tz. BC216 die erwarteten Auswirkungen der
Vorschlige in Bezug auf die Uberleitungsrechnung wie folgt:
,Entities are [currently] required to disclose a reconciliation from the
opening balance to the closing balance for the net defined liability or
asset and for reimbursement rights. The proposals would not signifi-
cantly change how entities disclose information about reasons for
changes in the net defined liability or asset and for reimbursement
rights. The proposals focus on significant reasons for changes to help
entities improve the communication effectiveness of the disclosed
information and eliminate any immaterial information.”
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e The total of surpluses and deficits from defined benefits plans cannot be reconciled
to the amounts recognised in the statement of financial position, as — in the lllustra-
tive Example — plans that are in a surplus are netted with plans that are in a deficit.
Therefore, we question whether the proposed presentation in lllustrative Example 1
is appropriate to illustrate how an “executive summary” can link the more detailed
disclosures to the amounts recognised in the primary financial statements.

e In the lllustrative Example, defined benefit plans are aggregated by geographical re-
gions (i.e., UK plans, US plans, etc.). In our opinion, however, an aggregation by the
type of funding would generally lead to more useful information for users of financial
statements (e.g., a breakdown of defined benefit plans into multi-employer plans,
pension direct commitments, funded plans, trust-based pension plans (CTA), etc.).

e We question whether comparative information needs to be disclosed in an executive
summary in order to achieve the desired objective. In our opinion, comparative in-
formation is not necessary in order to obtain an understanding of the effects of de-
fined benefit plans on the primary financial statements. However, as paragraph 38 of
IAS 1 requires entities to present comparative information, it is logical to include
comparative information in the executive summary (as proposed by the IASB in the
lllustrative Example 1).

Nature of, and risks associated with, defined benefit plans (paragraph 1471)

We generally agree with the proposed items of information as described by paragraphs 1471.
As an additional item, we suggest the IASB to include an item of information on the funding
status under the regulations of the plan itself. Currently, the IASB is proposing only infor-
mation about plan-specific investment risks, which is an issue that is subordinated to the
funding of the plan. Further, although paragraph 147L includes an item of information regard-
ing financing arrangements, this item of information focusses only on future contributions to
the plan (that an entity expects to pay to meet the defined benefit obligation). However, the
proposals currently are lacking disclosures on how the benefits are financed in general and
on the funding status (calculated according to the regulations of the plan). Such information
can help users of financial statements better understand how a deficit in the plan will affect
the amount of any subsequent funding arrangements.

Further, as already explained in our answer to question 13, we believe that information about
significant changes (such as plan amendments) to the benefits provided by defined benefit
plans is essential for users of financial statements. Therefore, we recommend the IASB in-
troduce a separate disclosure objective for significant changes to the benefits provided by
defined benefit plans. Alternatively, if the IASB does not follow our recommendation of a
separate disclosure objective, we suggest that entities should be required to disclose infor-
mation about plan amendments, curtailments and settlements (if material), i.e., the item of
information in paragraph 147I(c) should be a mandatory item.

Further, we believe that information about plan-specific investment risks (ref. paragraph
147I(e)) and a breakdown of the fair value of the plan assets by classes of assets (ref. para-
graph 147I(h)) is essentials for users of financial statements. We therefore question whether
IAS 19 should require disclosure of these particular items of information. However, we
acknowledge the IASB’s intention to enable entities to apply judgement and determine how
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to satisfy the specific disclosure objective. On balance, we therefore agree with the IASB’s
proposal to include these items as non-mandatory items.

Moreover, we note that the requirement in current paragraph 142 of IAS 19 on whether a
quoted market price exists in an active market for plan assets is not included in the pro-
posals. This is surprising, as we believe that information about how easily plan assets can be
converted into cash (i.e., the liquidability of plan assets) is important for users of financial
statements. We therefore recommend the IASB reconsider whether information on the lig-
uidability of plan assets should be retained.

Expected future cash flows relating to defined benefit plans (paragraphs 147L and 147M)

We generally agree with the items of information as proposed by paragraph 147L. However,
in detail, we have some comments on the proposed items of information that we believe
should be clarified by the IASB.

Firstly, as already explained in our answer to question 13 above, the notion ef-retien-of “con-
tributions to the plan” is unclear. Therefore, we recommend the IASB clarify that an entity —
to meet the requirements in the proposed specific disclosure objective — needs to disclose
information about both types of cash flows: i) contributions to the plan, and ii) benefit pay-
ments, directly paid by the entity to plan participants. Further, if the IASB followed our sug-
gestion, it is unclear whether an entity needs to disaggregate expected future cash flows ef-
fects that are benefit payments paid directly by the entity to plan participants from contribu-
tions to the plan.

Secondly, we believe that entities should be required to disclose only information about cash
flow effects that relate to the defined benefit obligation at the end of the reporting period. This
means, we do not agree with the IASB’s tentative decision to allow entities (as an accounting
policy choice as proposed by paragraphs 147M, A2-A7) to disclose the expected future cash
flow for the defined benefit plan as a whole, including e.g., expected future contributions for
employee services to be received in the future, or to expected cash flow effects of future new
members to the plan). As an entity can decide, at any time and at its own discretion, to close
a defined benefit plan to new members (and/or to future services), it may avoid the future
cash flows through its future actions. Consequently, an entity should be required to disclose
only the expected future cash flows that the entity expects to contribute to the plan (or to pay
directly to plan participants) to meet the defined benefit obligation recognised at the end of
the reporting period.

When improving the guidance proposed, the IASB should reconsider its tentative decision
not to specify a (minimum) period over which an entity should provide information about the
expected future cash flow effects of a defined benefit obligation. We understand from para-
graph BC131 that the IASB decided not to specify a minimum period to enable entities to
apply judgement based on their own circumstances and because users are likely to be inter-
ested in similar information to that monitored by management. However, we believe that the
IASB should specify a minimum period, to improve comparability across entities.

Furthermore, we believe that entities should be required to disclose the weighted average
duration of defined benefit obligations, regardless of whether or not a defined benefit plan is
closed to new members or remains open to new members. However, the IASB proposes the
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disclosure of a duration only as a non-mandatory item, and only for defined benefit plans that
are closed to new members (ref. paragraph 147P).

Measurement uncertainties associated with the defined benefit obligation (paragraph 147S)

While we agree with most of the proposed items of information as proposed by paragraph
1478, we have some severe concerns regarding the proposed disclosures of reasonably
possible alternative actuarial assumptions and/or a range of possible alternative values of the
defined benefit obligation.

Firstly, although we agree with the IASB’s objective that disclosing a range of alternative val-
ues might enable users to understand where - within that range - the entity’s valuation of the
defined benefit obligation falls (i.e., whether the valuation is rather “moderate” or “optimistic”),
we believe that disclosing a range of alternative values gives users a false sense of accura-
cy. Entities might need to explain to investors — although the defined benefit obligation rec-
ognised at the end of the reporting period represents the entity’s best estimate — why it did
not reach to another conclusion (e.g., why the entity did not select a “more conservative” val-
ue within the disclosed range of alternative values).

Secondly, also from a conceptual point of view, we do not agree with the IASB’s proposal of
disclosing a range of possible alternative values of the defined benefit obligations (or signifi-
cant actuarial assumptions). According to current paragraphs 76 and 81 of IAS 19, the actu-
arial assumptions are an entity’s best estimate of the variables at the end of the reporting
period. Therefore, it is counterintuitive to disclose a range of alternative values that would
have been reasonably possible at the end of the reporting period. Rather, disclosing the ef-
fects of changes that are considered to be reasonably possible over the period until the end
of the next (annual) reporting period (as currently required by paragraph B19 of IFRS 7)
would be more consistent with a best estimate. In addition, we believe that the IASB needs to
analyse how the proposed disclosure of a range of possible alternative values fits into the
overall context of sensitivity disclosures that are currently required by other IFRS Standards
(such as paragraph 40-41, B19 of IFRS 7 and paragraph 135 of IAS 36). Previously, the
IASB had decided to link the sensitivity analysis requirements in IAS 19 to the sensitivity
analysis requirements in IFRS 7 (ref. current paragraph BC239(c) of IAS 19).

Regarding the practicability of the proposals, we are concerned that the notion of the “range
of possible alternative values” is open to subjectivity, as it is unclear, which alternative as-
sumptions are considered to be “reasonably possible” at the end of the reporting period. Fur-
ther, to comply with the proposed specific disclosure objective, entities can either provide
narrative explanations about how the measurement uncertainty has affected measurement of
the defined benefit obligation or disclose quantitative information (about reasonably possible
alternative assumptions). However, it is unclear from the proposal how an entity can comply
with proposed specific disclosure objective by narrative explanations only, i.e., without dis-
closing quantitative information, such as a sensitivity analysis. Therefore, if the IASB decided
to retain the requirements to disclose information about “reasonably possible alternative val-
ues”, we recommend the IASB develop additional application guidance to illustrate on how
an entity can determine that range and include examples to demonstrate how an entity might
comply with the specific disclosure objective in the notes.
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For the reasons above, we do not agree with the IASB’s conclusion that information about
the sensitivity of the defined benefit obligation to actuarial assumptions is less useful to users
than information about a range of alternative values (ref. proposed paragraph BC152). As
current paragraph BC236 of IAS 19 explains, users of financial statements had consistently
emphasised the fundamental importance of sensitivity analyses to their understanding of the
risks underlying the amounts recognised in the financial statements. Therefore, the IASB had
decided in its 2011 amendments to include a requirement regarding sensitivity disclosures in
IAS 19. In our experience and according to the feedback that we have received from our
constituency, this disclosure requirement has proven to be effective in practice. Therefore,
we believe that the current requirement in paragraph 145(a) of IAS 19 to disclose a sensitivi-
ty analysis for each significant actuarial assumption should be retained.

Reasons for changes in the amounts recognised in the statement of financial position for
defined benefit plans (paragraphs 147V and 147W)

We agree with the proposed items of information as described by paragraphs 147V and
147W.

Question 15 — Overall disclosure objective for defined contribution plans

Paragraphs BC156—-BC158 of the Basis for Conclusions describe the Board’s reasons for
proposing the overall disclosure objective for defined contribution plans.

Do you agree that this proposed objective would result in the provision of useful infor-
mation that meets the overall user information needs about defined contribution plans? If
not, what alternative objective do you suggest and why?

We understand the |IASB’s reasons for proposing the overall disclosure objective for defined
contribution plans. However, we note that the proposed disclosure objective is — to some
extent — vague, as it is not clear what information an entity is expected to disclose.

In our view, an entity could most easily comply with the proposed overall disclosure objective
by disclosing the amounts recognised in the statements of financial performance and the
cash flows. However, it is not clear from the proposals, whether disclosing only the amounts
recognised in the statements of financial performance and the cash flows is sufficient to meet
the disclosure objective. As the IASB explains in paragraph DG6 of the proposed [Draft]
Guidance, to comply with an overall disclosure objective in an IFRS Standard, an entity might
need to provide additional entity-specific information that is not directly required by the spe-
cific disclosure objectives in that Standard. Therefore, it questionable whether from the pro-
posed paragraph 54A entities would be expected to disclose additional information about
defined contribution plans — beyond the amounts recognised in the primary financial state-
ments relating to defined contribution plans. For example, we had discussions on whether an
entity would be expected to disclose information about the expected effects of defined contri-
bution plans on its future cash flows.
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One reason why the disclosure objective is perceived to be vague could be that the IASB is
requiring to disclose information that enables users of financial statements to understand the
effects of defined contribution plans on the entity’s financial performance and cash flows. By
contrast, current paragraph 53 of IAS 19 requires an entity to disclose the amount recog-
nised as an expense for defined contribution plans. Thus, vagueness arises from the disclo-
sure objective itself, as it circumscribes users’ information needs, rather than requiring dis-
closure of a particular item of information.

However, according to the feedback that the IASB had received during the outreach (prior to
publishing the ED), users of financial statement seemed to be satisfied with the limited infor-
mation they currently receive on defined contribution plans. Users of financial statements are
well aware that defined contribution plans (as opposed to defined benefit plans) do not im-
pose risks on the entity (ref. paragraph BC156). Therefore, we wonder why there was a need
to amend the current disclosure requirements (by including an overall disclosure objective).
In this respect, it is questionable whether the IASB’s approach (as explained in paragraph
DG13 of the [Draft] Guidance), to develop in the first instance a disclosure objective that is
specific enough to make clear what information would satisfy the objective, is appropriate.

For the reasons above, we recommend the IASB clarify what information an entity is ex-
pected to disclose under the proposed overall disclosure objective for defined contribution
plans. As users’ information needs with regard to defined contribution plans are very narrow
in scope and limited only to a few items of information, the IASB might also consider the fol-
lowing alternatives when reviewing the proposals:

¢ Instead of an overall disclosure objective, include a requirement in IAS 19 to disclose
the amount recognised in the statements of financial performance and cash flows, or

e If the IASB decided to retain the overall disclosure objective, include an exhaustive
list of the items of information that an entity must disclose to meet the disclosure ob-
jective.

Question 16 — Disclosures for multi-employer plans and defined benefit plans that
share risks between entities under common control

Paragraphs BC159-BC166 of the Basis for Conclusions describe the Board’s reasons for
proposing which disclosure objectives should apply for multi-employer plans and defined
benefit plans that share risks between entities under common control.

Do you agree that these proposals would result in the provision of useful information that
meets the overall user information needs about these plans? If not, what alternative ap-
proach do you suggest and why?

Overall, we support the proposals for multi-employer plans and defined benefit plans that
share risks between entities under common control. However, we could not determine from
the paragraphs B159-B166 whether any deficiencies were identified in practice as regards
the information users currently receive for multi-employer plans and defined benefit plans
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that share risks between entities under common control. Therefore, we question whether the
proposals will enable entities to provide more meaningful disclosures in practice. Conse-
quently, we suggest the IASB develop additional guidelines and examples that clarify the
users’ information needs and illustrate which information should be disclosed and which in-
formation should be omitted.

Regarding the practical relevance, it should be noted that the current disclosures require-
ments on defined benefit plans that share risks between entities under common control apply
only to separate financial statements (if prepared in accordance with IFRS Standards) or to
the consolidated financial statements of a subgroup. As in our constituency separate finan-
cial statements are rarely prepared in accordance with IFRS Standards, disclosures on de-
fined benefit plans that share risks between entities under common control are not to be ob-
served in practice in Germany. By contrast, multi-employer plans are more common in Ger-
many. Therefore, in the following we restrict our response to multi-employer plans.

Regarding the proposals for multi-employer plans in more detail, we agree with the IASB’s
approach and with its reasoning which disclosure objectives should apply for multi-employer
plans. However, we note that the amendments on multi-employer plans include only items of
information that were already required by the current disclosure requirements in paragraph
148 of IAS 19. Further, it is unclear from paragraphs BC159-BC166 whether any deficiencies
existed in practice that would need to be addressed by the IASB and whether the current
disclosures on multi-employer plans meet the information needs of users of financial state-
ments. Our impression is that users do not pay much attention to disclosures on multi-
employer plans and do not spend much time analysing this information. However, it is un-
clear from the Basis for Conclusions what feedback the IASB received from users of financial
statements through the stakeholder outreach programme. This is surprising, as multi-
employer plans often are associated with significant risks (e.g., through additional funding
agreements). We therefore recommend the IASB better explain the information needs of us-
ers of financial statements regarding multi-employer plans and illustrate which information
should be disclosed and which information should be omitted to meet those information
needs.

In practice, we observe that disclosures for multi-employer plans that are accounted for as if
they were a defined contribution plan mainly consist of descriptive information that is likely to
be boilerplate. We believe that the guidance proposed could be improved by including items
of information that would require entities to disclose quantitative information on multi-
employer plans. Quantitative information has the advantage of being comparable across enti-
ties and less prone to boilerplate descriptions. For example, the IASB might consider includ-
ing an item of information about how much the entity’s contributions have increased over the
past few years for a multi-employer plan that is accounted for as if it were a defined contribu-
tion plan. We believe that such quantitative information is appropriate to provide information
that is more objective and meaningful than narrative information about the entity’s risks as-
sociated with a multi-employer-plan.

In addition, from a conceptual perspective, it could be criticised that separate presentation of

the disclosures for multi-employer plans (i.e., a separate section for multi-employer plans in

the notes, including separate tables for multi-employer plans, etc.) is not appropriate if those

plans do not differ from other defined benefit plans in terms of risks. Separate presentation

would be warranted if the entity is exposed to risks from a multi-employer plan that are differ-
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ent from the risks of other defined benefit plans (e.g., if the entity is liable to the plan for other
entities’ obligations under the terms and conditions of the plan). In practice, however, disclo-
sures about multi-employer plans are relatively short and are presented together with the
disclosures on other defined benefit plans.

Regarding the proposed items of information, we believe that the statement, that a multi-
employer plan is a defined benefit plan, as proposed by paragraph 148B(a), is essential for
users of financial statements. Therefore, we believe entities should be required to disclose
that item of information (i.e., that item should be a mandatory disclosure).

Question 17 — Disclosures for other types of employee benefit plans

Paragraphs BC167-BC170 of the Basis for Conclusions describe the Board’s reasons for
proposing the overall disclosure objectives for other types of employee benefit plans.

Do you agree that these proposals would result in the provision of useful information that
meets the overall user information needs about these plans? If not, what alternative ap-
proach do you suggest and why?

We understand the |IASB’s reasons for proposing the overall disclosure objectives for other
types of employee benefits. However, we have similar concerns about the proposed overall
disclosure objectives as those explained in our response to question 15 in relation to defined
contribution plans, i.e., we believe that the proposed disclosure objectives are — to some ex-
tent — vague.

We understand from paragraph BC167 that users of financial statements told the IASB that
other types of employee benefits are easily to understand und unlikely to affect their anal-
yses. We therefore conclude that users were satisfied with the information they receive under
current disclosure requirements of IAS 19. Further, we note that paragraphs 158 and 171 of
IAS 19 do not require specific disclosures about other long-term employee benefits and ter-
mination benefits. Given that users did not claim any deficiencies under current disclosure
requirements, we question whether the introduction of an overall disclosure objective is justi-
fied for these types of employee benefits. In particular, we wonder whether entities might
need to disclose additional information — beyond the particular items of information as set out
in the overall disclosure objectives — to meet information needs of users of financial state-
ment. Therefore, we encourage the IASB explain whether current disclosures about other
types of employee benefits meet the information needs of users and illustrate which infor-
mation should be disclosed (or omitted).

Further, we are concerned that requiring entities to disclose details about the terms of the
promises made to employees — as proposed in paragraphs 158A and 171A of the ED — could
result in lengthy descriptive disclosures that are likely to be boilerplate. As employee benefit
plans vary widely in nature in practice, entities would be required to provide detailed infor-
mation on various employee benefit plans, that are not relevant to users’ analyses. In our
opinion, information about the terms of an employee benefit plan is justified only for termina-
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tion benefits and only when significant changes to termination benefit plans occur (e.g., the
announcement of a detailed restructuring plan, including termination benefits). Provisions for
restructuring costs are — like defined benefit plans — subject to significant measurement un-
certainties. To assess the effects of such restructuring and termination benefit plans, we
agree with the IASB that users need to understand the nature of the benefits promised under
the plan. Further, provisions for restructuring costs are often subject of queries in capital
market communications. Therefore, we believe that disclosures about significant changes to
existing (or the announcement of new) termination benefit plans is useful for users. We
therefore suggest the IASB reconsider the proposed overall disclosures objectives and re-
quire entities to disclose details about the nature of the benefits promised under the plan only
in relation to significant changes to (or the announcement of new) termination benefit plans.
This is in line with our recommendation to introduce a separate disclosure objective for signif-
icant plan amendments, curtailments or settlements of defined benefit plans (please refer to
our response to question 13).

On balance, although we understand the IASB’s reasoning, we suggest the IASB to apply a
“bolder” approach for other types of employee benefit plans to address the disclosure prob-
lem more effectively. Given that users did not claim any deficiencies under current disclosure
requirements, we believe that the proposed disclosures objectives are redundant. Further-
more, in our view, the proposed disclosure objectives do not capture the information that is
relevant for users of financial statements (i.e., targeted information about significant events,
curtailments or other matters that significantly changed the benefits promised by a termina-
tion plan, such as the announcement of a detailed restructuring plan). Therefore, we believe,
if the IASB decided to retain the guidance proposed, the disclosure objectives are not specif-
ic enough to encourage entities to focus their disclosures on information that is useful for
users of financial statements. Rather, we are concerned that entities will disclose lengthy
descriptions about the nature of termination benefits and other long-term employee benefits.

Therefore, in reviewing the proposed overall disclosure objectives, the IASB could consider
the following alternatives:

e Instead of an overall disclosure objective, include direct requirements in IAS 19 to
disclose particular items of information about other types of employee benefit plans,
as the potential items to be disclosed are narrow in scope,

o If the IASB decided to retain the overall disclosure objective, provide more specific
guidance (e.g., include a specific disclosure object for significant events, curtailments
or other matters that significantly changed the benefits promised by a termination
plan, or include an exhaustive list of specific items of information that an entity must
disclose to meet the disclosure objective).

e Increase an entity’s leeway by not requiring specific disclosures at all (as currently
set out by paragraphs 158 and 171 of IAS 19).
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Question 18 — Other comments on the proposed amendments to IAS 19

Do you have any other comments on the proposed amendments to IAS 19 in this Expo-
sure Draft, including the analysis of the effects (paragraph BC216 of the Basis for Conclu-
sions) and the lllustrative Examples accompanying the Exposure Draft?

We do not have any other comments.
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