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Agenda

• Board’s theme for 2017-2021—Better Communication 

– Includes Disclosure Initiative and other projects

• Disclosure Initiative—Overview and update

• Disclosure Initiative Project updates:

– Completed Projects

– Amendments to IAS 1 Presentation of Financial Statements

– Amendments to IAS 7 Statement of Cash Flows

– Implementation Projects

– Draft Practice Statement Application of Materiality to Financial 

Statements

– Amendments to IAS 8 Accounting Policies, Changes in Accounting 

Estimates and Errors Exposure Draft 

– Research Projects

– Principles of Disclosure Discussion Paper

– Standards-level review of disclosures 

• Disclosure Initiative time line
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Better communication

• A central theme for 2017-2021.

• Our theme of Better Communication will include our work on:

– primary financial statements

– the Disclosure Initiative, including projects on principles of 

disclosure and materiality

– the IFRS Taxonomy.™

• The scope of some of these projects, such as primary financial 

statements, is still being developed. Other topics, such as 

materiality, are more advanced.  
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Disclosure Initiative—A project portfolio

Disclosure Initiative

Completed projects

Amendments 
to IAS 1: 
removing 

impediments 
to exercising 
judgement

Implementation

projects
Research projects

Materiality 
Practice 

Statement

Principles 
of 

Disclosure

Standards-
level 

review of 
disclosures 

Amendments 
to 

IAS 7: 
changes in 

liabilities from 
financing 
activities

Ongoing activities: Digital reporting/IFRS Taxonomy

Amendments 

to IAS 8: 
accounting 
policy vs 

accounting 
estimate
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Disclosure Initiative—Fitting the projects together
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Disclosure problem?

Disclosure Initiative

Too much irrelevant 

information (overload)

Not enough relevant 

information
Poor communication

Improved disclosures

Enabling 
preparer 

judgement

Improved 
disclosure 

requirements

Improved disclosures & better 

communication

Amendments 
to IAS 1

Amendments 
to IAS 8

Standards-
level review 

of 
disclosures

Principles of 
Disclosure

Amendments 
to IAS 7

Digital 
reporting

Materiality 
Practice 

Statement
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IFRS Foundation

Completed Projects

• Amendments to IAS 1, Presentation of Financial 

Statements 

• Amendments to IAS 7, Statement of Cash Flows
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Amendments to IAS 1, effective January 2016
7

Clarify that including immaterial information can obscure material information

Clarify that the materiality assessment applies to the whole of the financial statements, including the notes

Clarify that the concept of materiality applies within each Standard

Clarify that specified line items can be disaggregated

Include guidance about subtotals

Amend language that has been interpreted as prescribing the order of the notes

Remove contradictory examples from the significant accounting policy disclosure requirements
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Provide disclosures about changes in liabilities arising from financing 
activities, including cash flows and non-cash changes.

Liabilities included are those for which cash flows were, or future cash 
flows will be, classified as financing activities. 

Changes in liabilities arising from financing activities  related to 
obtaining or losing control of subsidiaries or other businesses, foreign 
exchange rate fluctuations and differences in fair values.

Disclose changes in liabilities arising from financing activities separately
from changes in other assets and liabilities.

Amendments to IAS 7, effective January 2017

©  IFRS Foundation.  30 Cannon Street  |  London EC4M 6XH  |  UK.  www.ifrs.org

8



IFRS Foundation

Implementation 
Projects

• Materiality Practice Statement Exposure Draft

• Amendments to IAS 8, Accounting Policies, Changes in 

Accounting Estimates and Errors Exposure Draft 

Copyright © IFRS Foundation. All rights reserved



Draft Practice Statement on Materiality

Objective

• Help preparers apply the concept of materiality.

Contents

• General characteristics of materiality.

• Materiality within the context of disclosing information.

• Materiality within the context of recognition and measurement.

• Does not consider possible changes to the definition of 
materiality (covered in Principles of Disclosure (POD) 
Discussion Paper).
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Materiality—Draft Practice Statement Feedback
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Q1: Form

Large majority 
of respondents 
in favour of a 
non-mandatory 
Practice 
Statement..

Q2: Examples

Majority favoured 
using examples to 
illustrate the 
application of 
materiality. 

Some suggested 
improvements include:

• more ‘grey area’   
examples;

• examples where the 
conclusion is ‘not 
material’; and

• decision trees 
(because it is a 
thought/judgement 
process). 

Q3: Content

Most 
respondents 
agreed with the 
technical 
content.

Some 
questioned 
whether, in 
some places, 
the guidance 
was an 
interpretation of 
IFRS Standards 
(eg IAS 8, prior 
period errors).

Q4: Timing

Majority agreed 
with Board’s 
reasoning on the 
timing prior to 
POD project 
completion.

Because the 
Board is not 
planning to 
significantly 
change the 
definition of 
materiality in the 
POD project, and 
application 
guidance is 
helpful now.



Why
• Difficult to distinguish between changes in accounting policies and 

changes in accounting estimates on the basis of the existing 
definitions.

Output

• Proposed amendments to IAS 8 were discussed with the Board in 
April 2016:
 clarify how accounting policies and estimates relate to each other;

 clarify the definitions of accounting policies and of changes in 
accounting estimates;

 add guidance about whether changes in valuation and estimation 
techniques are changes in accounting estimates; and

 update examples of estimates provided in IAS 8.

• Exposure Draft of proposed amendments in Q4 2016.

Amendments to IAS 8
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IFRS Foundation

Research Projects

• Principles of Disclosure

• Standards-level review of disclosures
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Principles of Disclosure—Discussion Paper
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Why

• Requests for the Board to develop presentation and disclosure 
principles that apply across IFRS Standards.

• Purpose is to:

• enable preparers to make better judgements about disclosures; 
and Board set better disclosure requirements.

Output

• Discussion Paper (details in subsequent slides)

• covers overall principles and specific issues.

• ultimate goal is to produce:

• the basis for a new or revised general disclosure Standard for 
preparers (IAS 1, currently); and

• drafting guidance for the Board for its internal use in setting 
disclosure requirements.



POD—Discussion Paper road map
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Basic structure of financial statements 

(scope and components )
Materiality

Identifying relevant information – What to disclose

Location of information Communication principles

Communicating relevant information – How to disclose

Accounting policies Performance measures

Specific issues

Disclosure objectives Drafting disclosure requirements

Writing disclosure objectives and requirements
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POD—Discussion Paper road map, continued
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Basic structure of financial statements 

(scope and components )
Materiality

Identifying relevant information – What to disclose

Primary financial 

statements (PFS)
Notes

• ‘Information is material if omitting, it 

or misstating or obscuring it could 

reasonably be expected to 

influence decisions that the primary 

users of general purpose financial 

reports make on the basis of 

financial information about a 

specific reporting entity.’

• Does not fundamentally change the 

current definition.

Role is to:

• provide a 

structured and 

comparable 

summary of 

recognised 

elements.

Role is to:

• explain and 

supplement 

the PFS.

Harmonise and clarify the definition



POD—Discussion Paper road map, continued
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Location of information Communication principles

Communicating relevant information – How to disclose

IFRS information, 

per IAS 1
Non-IFRS, per IAS 1

• Issues with 

use of ‘IFRS’ 

vs ‘non-IFRS’

• Allow it to be 

located 

outside IFRS 

financial 

statements 

and cross-

referenced 

under specific 

conditions.

• Allow non-IFRS 

information such 

as management 

commentary to 

be located inside

IFRS financial 

statements 

under specific 

conditions.

Drawn from Conceptual Framework DP

• Entity-specific

• Simple and 

direct writing

• Highlight what 

is important

• Appropriate 

formatting

• Link related 

information

• Avoid 

duplication.

• Mixed Board 

views on 

whether and 

which should 

be authoritative

vs educational

materials?



POD—Discussion Paper road map, continued
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Accounting policies Performance measures

Specific issues

Clarifies concepts preparers find difficult

• Area where users see disclosure 

‘overload’, too much boilerplate.

• Concepts preparers find difficult to 

implement:

• the objectives of accounting 

policy disclosures;

• interpretation of ‘significant’, 

‘relevant’, ‘material’ policies.

• Immaterial/insignificant policies do not 

need to be presented in the notes, but 

are not prohibited.

Does not prohibit, but provides guidelines

• Users find useful if fairly presented.

• Requirements focus on how to ensure 

fair presentation—eg provide definitions, 

explanations, reconciliations, 

comparatives, etc.

• Special cases:

• EBIT/EBITDA

• Non-recurring, unusual, or 

infrequently-occurring items on the 

statement(s) of profit or loss and 

OCI.



POD—Discussion Paper road map, continued
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Disclosure objectives Drafting disclosure requirements

Writing disclosure objectives and requirements

A centralised set of objectives

• Primarily for the Board, but also would 

help preparers.

• Possible approaches for organising:

• by types of information:

• similar to current approach 

and to FASB;

• by how users analyse future cash 

flows (or another user-based 

view).

• A step further—create a single 

disclosure standard, combining all 

objectives and detailed requirements 

related to the notes into one Standard.

Focus on how the Board writes

• Some think this is a key contributor to 

the disclosure problem.

• NZ ASB provided example of possible 

new drafting/writing:

• used ‘types of information’ 

approach, but could adapt;

• two tiers of Standards-level 

objectives/requirements; and

• emphasised preparer judgement 

and avoiding overly-prescriptive 

language.



Why

• The way some disclosure requirements are written 
has been identified as potentially contributing to 
the disclosure problem.

Output

• Drafting guide for the Board’s use when writing the 
notes disclosure requirements of Standards:

• will be informed by POD Discussion Paper 
feedback; and

• may reflect NZ ASB proposals.

• Test drafting guide against targeted Standards.

• May result in amendments to those Standards.

Standards-level review of disclosures 
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IFRS Foundation

Next steps and 
Time line

• Principles of Disclosure Discussion Paper

• Disclosure Initiative Overall 
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Principles of Disclosure—Next steps and time line
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late 2016 2017 and beyond

POD 

Discussion 

Paper 

Proposed revision of IAS 1/

General Disclosure Standard 

(Exposure Draft) 

Test of the Drafting Guide: 

Amendments to disclosure 

requirements in one or two 

Targeted Standards

(Exposure Draft(s))

Standards-level

review: Drafting 

Guide
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Becomes 
effective

Disclosure Initiative—Overall time line

POD 

Discussion
Paper

Drafting Guide

Amendments to 
IAS 7 Final

JAN 2016 FEB 2016 late 2016 & beyond

Behavioural change amongst all stakeholders  

Amendments 
to IAS 1 
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End of comment 
period 

Materiality 
Practice 

Statement

Exposure Draft 
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Standards-level 

reviewAmendments 
to IAS 8 

Exposure 
Draft

Amendments to IAS 7 

effective (Jan 2017)
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