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IFRS Developments

What you need to know

» The IASB proposes standard-

specific disclosure objectives to
better meet the information
requirements of users.

The ulitmate goal is to provide
overall disclosure objectives
which are supported by specific
disclosure objectives and items
of information for specific IFRS
Standards.

As a pilot approach, the ED
includes a proposal to amend
IFRS 13 and IAS 19. Similar
proposals are planned for other
standards, if the feedback on
the proposal is supportive.

The comment period for the ED
ends on 21 October 2021.

Disclosure
requirements in
IFRS Standards -

a pilot approach

Highlights

On 25 March 2021, the International Accounting Standards Board (the IASB or
the Board) issued an Exposure Draft ED/2021/3, Disclosure Requirements in IFRS
Standards - A Pilot Approach (Proposed amendments to IFRS 13 and IAS 19) (the
ED), in which the Board proposes guidance for its own use when developing and
drafting disclosure requirements in IFRS Standards. In its pilot application of the
guidance, amendments to IFRS 13 Fair Value Measurement and IAS 19 Employee
Benefits are proposed. The ED, which is part of IASB’s Disclosure Initiative project,
proposes a more standard-specific focus on disclosure requirements than those
currently in the Conceptual Framework for Financial Reporting (Conceptual
Framework) and IAS 1 Presentation of Financial Statements. The Board is aiming
to address the concern about the current disclosures in financial statements, which
is sometimes referred to as “disclosure overload”, “disclosure ineffectiveness”

or, as described in the ED, the “disclosure problem”. If the pilot is successful,

the intention is to develop similar proposals for other IFRS Standards.

The proposed guidance

The ED is broader than the proposed amendments to the two above-mentioned
standards - the pilot part of the proposal - as it also includes new guidance that
the Board has relied upon for the purpose of developing the proposed disclosure
requirements. The guidance is ultimately intended only for internal use by the
Board, but in the ED, the Board invites comments on whether the proposed
guidance would be fit for purpose.

The Board's intention is to replace what some perceive as a checklist approach with
a more objective-defined approach to disclosure requirements. Compliance with
the disclosure objectives will be facilitated by a combination of specific mandatory
requirements, subject to materiality, as well as other non- mandatory specific
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Essentially, the overall
disclosure objectives

are intended to provide
the context and the
considerations entities
should contemplate when
applying the specific
disclosure objectives.

requirements, often presented as examples of how the disclosure objectives may

be met. More specifically, the proposed guidance relies on a hierarchy of disclosure
requirements, starting with “Overall disclosure objectives”, supplemented by
"Specific disclosure objectives”, which again are supplemented by mandatory

and non-mandatory “Items of information”. It is worth noting that, under current
standards, there are instances in which overall and specific disclosure objectives are
already included, as well as items of information in nature similar to those proposed
in the ED. The Board expects that this approach to setting disclosure requirements
will require more judgement on behalf of preparers, in order to determine which
information is material and whether it satisfies the disclosure objectives.

Overall disclosure objectives

Overall disclosure objectives will focus on the needs of users, but will be narrower
and more specific to the scope of the standards than those in the Conceptual
Framework and IAS 1.

With the focus on the information needs of users particular to a standard, the overall
disclosure objective will describe these needs and require information to be disclosed
that will meet these needs. Essentially, the overall disclosure objectives are intended
to provide the context and the considerations that entities should contemplate when
applying the specific disclosure objectives.

Specific disclosure objectives

Specific disclosure objectives will describe the more detailed information needs of
users. Entities will be required to provide information that facilitates the meeting

of the specific disclosure objectives in order to meet the information needs of users.
The Board acknowledges that judgement will be required in the determination of
the information that needs to be disclosed. The specific disclosure objectives will
attempt to strike a balance between entity-specific information and information that
will allow for comparison between entities. The mandatory items of information will
assist in achieving comparability across entities.

Items of information

Certain items of information will be mandatory, subject to materiality, while other
items of information will be presented as examples of items of information that

may facilitate the meeting of the specific disclosure objectives. In identifying specific
disclosure objectives, the Board intends to ensure that there is a link between

each objective and the items of information that an entity should disclose. The aim

is to assist entities in making judgements about what information is material. An
important aspect of the Board's proposed approach is that, in some circumstances,
additional items of information beyond those listed in the standard may be required in
order to achieve the overall and specific disclosure objectives.

How we see it

The proposed guidance follows a structure in which the specific disclosure
objectives are derived from the overall disclosure objectives, and the items of
information are derived from the specific disclosure objectives. As such, the
proposed guidance follows a logical structure. However, the real test is whether
the approach allows for enhanced disclosure effectiveness in practice.

The pilot proposals - IFRS 13 and IAS 19

The pilot approach component of the ED is the Board's application of the proposed
guidance to setting disclosure requirements in IFRS 13 and IAS 19. The Board chose
these two standards for the pilot because they both are considered to contain many
of the issues that highlight the disclosure problem and also because the Board was
of the view that these two standards would benefit from a review of the current
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The Board expects that
applying the proposed
disclosure objective
guidance will assist
entities in making more
effective materiality
assessments for IFRS 13
disclosures, and will
primarily help entities in
disclosing more relevant
information in IAS 19.

disclosure requirements. More specifically, the Board expects that applying the
proposed disclosure objective guidance will assist entities in making more effective
materiality assessments for IFRS 13 disclosures, and will primarily help entities in
disclosing more relevant information in IAS 19.

Proposed amendments to IFRS 13

Overall disclosure objective

The proposed amendments to IFRS 13 suggest an overall disclosure objective that,
"an entity shall disclose information that enables users of financial statements

to evaluate the entity's exposure to uncertainties associated with fair value
measurements of classes of assets and liabilities measured at fair value in the
statement of financial position after initial recognition” (paragraph 100). This
information is intended to enable users to understand the significance of the classes
of assets and liabilities on the entity’s financial position and financial performance,
how fair value measurements have been determined and how changes could affect
the entity’s financial position.

Specific disclosure objectives and items of information

The proposals include several specific disclosure objectives and items of information
intended to ensure compliance with the overall disclosure objective, including specific
disclosure objectives requiring information:

e About the amount, nature and other characteristics of assets and liabilities
measured at fair value after initial recognition and how those characteristics
relate to the categorisation of assets and liabilities in the fair value hierarchy

e That enables users to understand the significant technigues and inputs used in
determining the fair value measurements for each class of assets and liabilities
measured at fair value after initial recognition

e Forrecurring fair value measurements, that will allow users to understand
alternative fair value measurements, using inputs that were reasonably possible
at the end of the reporting period

e About the reason for changes in fair value measurements

For assets and liabilities not measured at fair value, but for which the fair values are
disclosed in the notes, disclosure of “the amount, nature and other characteristics of
each class of assets and liabilities not measured at fair value but for which fair value
is disclosed in the notes and how the characteristics relate to the categorisation of
those classes of assets and liabilities in the fair value hierarchy” would be required
(paragraph 118).

For each of the specific disclosure objectives, the proposal includes items of
information to assist preparers in identifying specific disclosures that would be
required to meet the objectives or, alternatively, examples illustrating ways to meet
them.

Proposed amendments to IAS 19

The proposed amendments to IAS 19 would impact the disclosure requirements
of short-term employee benefits, post-employment benefits such as defined
contribution plans and defined benefit plans, other long-term employee benefits,
and termination benefits.

The requirements applicable to defined benefit plans are more comprehensive, and
for the purpose of illustrating how the proposed guidance is applied to IAS 19, the
following will only address the proposed disclosure requirements applicable to
defined benefit plans.
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Overall disclosure objective

The overall disclosure objective for defined benefit plans is that an entity shall
disclose information that enables users to “assess the effect of defined benefit
plans on the entity's financial position, financial performance and cash flows

and evaluate the risks and uncertainties associated with the entity's defined
benefit plans” (paragraph 147A). To meet this objective, it is proposed that the
information should be either aggregated or disaggregated considering the nature,
risks and other characteristics of the obligation. The entity should also make

an assessment of whether to distinguish plans or groups of plans with different
risks for the purpose of determining which disclosures should be made.

Specific disclosure objectives and items of information

The proposal includes several specific disclosure objectives and a number of items
of information intended to ensure compliance with the overall disclosure objective,
including specific disclosure objectives requiring information:

e That allows users to understand the amounts and the components of the
amounts presented in the primary financial statements

e About the nature and the risks associated with the defined benefit plan to
allow users to understand the nature of the benefits, the nature and extent
of the risks - particularly investment risks and how the entity manages the
defined benefit plans and the identified risks

e About the impact of the defined benefit obligation on the future cash flows of
the entity

e That enables users to understand the period over which payments will
continue in closed plans

e Relating to actuarial assumptions, including information about the sources of
measurement uncertainties in the calculation of the defined benefit obligation

e About changes in the amounts defined benefit plan’s assets and obligations
presented in the balance sheet

For each of the specific disclosure objectives, the ED includes items of information
to assist preparers in identifying specific disclosures that would be required to
meet the objectives or, alternatively, examples illustrating ways to meet them.

Next steps

The comment period ends on 21 October 2021.

How we see it

Some of the Board's members voted against the ED, as they are concerned
that the proposed guidance would not solve the identified disclosure problem.
Specifically they are concerned that it would increase enforcement challenges,
increase preparers' efforts and reduce comparability.

As such, we encourage stakeholders to provide feedback to the IASB in the form
of comment letters, to contribute to a well-grounded and robust discussion
when the Board considers making final amendments to the requirements. Given
this is a pilot approach, which is intended to be applied to other standards, the
proposals in the ED should be of interest to all relevant stakeholders, including
preparers, users, auditors and regulators.

EY | Building a better working world

EY exists to build a better working world, helping
to create long-term value for clients, people and
society and build trust in the capital markets.

Enabled by data and technology, diverse EY
teams in over 150 countries provide trust
through assurance and help clients grow,
transform and operate.

Working across assurance, consulting, law,
strategy, tax and transactions, EY teams ask
better questions to find new answers for the
complex issues facing our world today.

EY refers to the global organization and may
refer to one or more of the member firms of
Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global
Limited, a UK company limited by guarantee,
does not provide services to clients. For more
information about our organization, please visit
ey.com.

About EY's International Financial Reporting
Standards Group

A global set of accounting standards provides
the global economy with one measure to assess
and compare the performance of companies. For
companies applying or transitioning to
International Financial Reporting Standards
(IFRS), authoritative and timely guidance is
essential as the standards continue to change.
The impact stretches beyond accounting and
reporting, to key business decisions you make.
We have developed extensive global resources —
people and knowledge — to support our clients
applying IFRS and to help our client teams.
Because we understand that you need a tailored
service as much as consistent methodologies, we
work to give you the benefit of our deep subject
matter knowledge, our broad sector experience
and the latest insights from our work worldwide.

© 2021 EYGM Limited.
All Rights Reserved.

This publication contains copyright material of
the IFRS® Foundation in respect of which all
rights are reserved. Reproduced by EY with the
permission of the IFRS Foundation. No
permission granted to third parties to reproduce
or distribute. For full access to IFRS Standards
and the work of the IFRS Foundation please visit
http://eifrs.ifrs.org

EYG No. 002697-21Gbl

ED None

In line with EY's commitment to minimize its impact on the
environment, this document has been printed on paper with a
high recycled content.

This material has been prepared for general informational
purposes only and is not intended to be relied upon as
accounting, tax, or other professional advice. Please refer to
your advisors for specific advice.

ey.com


http://eifrs.ifrs.org/

	Highlights
	The proposed guidance
	Overall disclosure objectives
	Specific disclosure objectives
	Items of information
	How we see it
	Proposed amendments to IFRS 13
	Overall disclosure objective
	Specific disclosure objectives and items of information
	Proposed amendments to IAS 19
	Overall disclosure objective
	Specific disclosure objectives and items of information
	How we see it

