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The European leading force in the global financial reporting debate

the conceptual
framework
debate is yours!
Actively participating in the IASB consultation process can
appear for many stakeholders as a worthwhile and desirable effort that however competes on uneven footing with
operational pressure. The less evident the impact on future
financial reporting may be, the less compelling participation
seems to be.
EFRAG has set for itself the objective of helping European
practitioners to participate in the development of IFRS to the
extent feasible, so that the influence it exercises is inspired
by European views, expectations and specific circumstances.
The revision of the conceptual framework that the IASB is
undertaking is the most important development in financial reporting since the adoption of IFRS for use in Europe.
Clarifying, amending, supplementing the IFRS underlying
accounting model has indeed far reaching consequences on
the development of IFRS going forward.
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EFRAG, in partnership with the National Standard Setters
of France, Germany, Italy and the UK, have decided to join
forces to make the debate on the conceptual framework as
accessible as possible, with an understanding of the possible impact of decisions that are under deliberation.
Join in, this debate is for you!

Françoise Flores
EFRAG Chairman
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BUILDING EUROPE’S ACCOUNTING VIEW
DISCLOSURES: KEEPING THE DEBATE
ALIVE
EFRAG, together with its partners ANC and FRC, is still very
active on the project of a Framework for disclosures.
EFRAG Chairman Françoise Flores made a presentation in
London at the Disclosure Forum organised by the IASB.
In the meantime, EFRAG staff has started the analysis of
the comments received on the Discussion Paper: 50 respondents have sent letters to the Invitation for Comment,
with replies coming from within and outside Europe.
Overall, the paper was praised for providing a comprehensive view of the various issues around the current disclosure
regime and the way information is included in the financial
statements.

A principle-based Framework was perceived
as a necessary step so that disclosures become more relevant for
users and less burdensome for preparers.

Most respondents agreed that improvements are needed to
ensure that disclosures become more relevant for users and
less burdensome for preparers. A principle-based Framework was perceived as a necessary step in that direction .
Respondents debated the advantages and disadvantages
of the various disclosure regimes presented in the DP, and
generally supported actions to facilitate the application of
materiality to disclosures. A number of replies suggested
that Standard Setters should work together with other regulators to harmonise disclosures in various reports and reduce duplications.
EFRAG Senior Project Manager Filippo Poli made a presentation of those findings at the IFRS Advisory Council’s meeting
in February. A detailed analysis and possible next steps will
be presented and discussed at the April EFRAG TEG meeting.

CONCEPTUAL FRAMEWORK
The IASB has restarted its work on the Conceptual Framework. Its ambition is to complete the work by 2015. The first
milestone will be a Discussion Paper, which is expected to
be published in July this year.
The work on the Conceptual Framework is the most important development in financial reporting since the restructuring of the IASB and the adoption of IFRS for use in Europe. A
new Conceptual Framework is not merely an academic exercise. Both the IASB and its constituents will expect it to be
closely adhered to in the development of new standards and
in the revision of current accounting standards. It will also
need to be considered when dealing with issues that are not
addressed in accounting standards. Its influence will last at
least for the next decade and probably much longer.

The work on the Conceptual Framework is
the most important development in financial reporting since the restructuring of
the IASB and the adoption of IFRS for use
in Europe.

The IASB plans to consider the following issues as part of
the project:
• Elements of financial statements (including recognition and derecognition)
• Measurement
• Reporting entity
• Presentation and disclosure (including questions
about the use of other comprehensive income (OCI))
The IASB intends to receive a significant contribution from
the Accounting Standard Advisory Forum before it publishes
a discussion paper in the third quarter of this year. EFRAG
coordination of, and support to, the EFRAG Consultative Forum of Standard Setters will be essential to provide views
that, on a preliminary basis, will be representative of Europe and will be brought to the ASAF discussion table by the
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European delegation in ASAF.
In addition to this, EFRAG and the National Standard Setters of France, Germany, Italy and the United Kingdom have
agreed to work proactively in partnership on the project.
EFRAG and its partners wish to both stimulate and help
European constituents to participate in this very important
debate.

EFRAG and its partners wish to both stimulate and help European constituents to participate in this very important debate.

To that end, the partners will publish Bulletins, each discussing and illustrating a specific conceptual issue to faciliate discussions by and with their constituents. The partners do not intend to limit the scope of the discussion to the
scope selected by the IASB, as they consider important that
European constituents live through the conceptual debate
without excluding issues which are of particular significance to them or where they believe the directions for the
IASB going forward should be made clearer.
Comments received on the Bulletins will be considered in
developing the partners’ views and be drawn to the attention of the IASB.
EFRAG and its partners will also develop and issue regular
updates on the development of the conceptual framework in
the form of a special newsletter, to keep European constituents informed of the activities of the partners as well as of
the development of the proposals and views. The first newsletter was issued in February and provided an overview of
the status of the project and some of the main issues that
were discussed by the IASB from the date the project was
restarted. The second newsletter has been published. Those
publications are available on the EFRAG website.

ACCOUNTING GUIDE FOR SMES OUTSIDE THE SCOPE OF THE ACCOUNTING
DIRECTIVES
In 2011, Directorate General for Enterprise and Industry

published the study 'Accounting requirements for SMEs'.
The study showed that in the EU, the accounting requirements for SMEs that are not regulated at EU-level vary
widely. In some countries there are almost no requirements
whereas others have quite rigorous requirements. The European Commission thought that in many cases Member
States’ legislation is very demanding concerning accounting requirements for these SMEs, adding to their regulatory
burden.
The Directorate General for Enterprise and Industry has
therefore initiated a study to present an accounting guide
for SMEs that are outside the scope of the Accounting Directives. The objective is to:
• Contribute to the development of good accounting
practices for those European SMEs which are not
covered by harmonised EU accounting rules.
• Provide Member States and stakeholders with information about current good accounting practices
in Europe for those European SMEs which are not
covered by harmonised EU accounting rules.
• Present recommendations on good accounting practices in specified accounting areas for those European SMEs which are not covered by harmonised EU
accounting rules in the form of an Accounting Guide
and encourage Member States and other stakeholders to follow up on it. The Accounting Guide should
also indicate areas within the accounting field
where the administrative burden could be reduced
without having a material impact on the quality of
the financial information that is published by these
SMEs.
The study consists of three modules:
• Desk research (identifying and analysing the accounting requirements in Member States);
• Identifying the users’ and preparers’ needs for the
types of entities included in the study by means of
surveys; and
• Identify and provide substantiated recommendation
on the good accounting practices.
On 30 January 2013, EFRAG Director Saskia Slomp and
Project Manager Rasmus Sommer participated in an expert
group meeting at the Directorate General for Enterprise and
Industry regarding the project.
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LIAISING WITH STAKEHOLDERS
TAKUYA FUKUMOTO (meti japan) PAID
A VISIT TO EFRAG
On 31 January Takuya Fukumoto, Director Corporate Accounting, Disclosure and CSR Policy Office of the Economic
and Industrial Policy Bureau of the Japanese Ministry of
Economy, Trade and Industry (METI) visited EFRAG as part
of his European tour meeting with regulators and standard
setters and the European Commission. Japan allows the
use of IFRS for listed companies. Some 10 to 20 Japanese
companies use IFRS or are interested in doing so. Takuya
Fukumoto met with EFRAG Chairman Françoise Flores and
EFRAG Director Saskia Slomp.
Issues discussed included corporate reporting standards
supporting sustainable growth of companies through proper communication with investors; global comparability; EC
assessment of the IAS Regulation; IFRS developments and
applications including debate in Europe; and the IASB Accounting Standards Advisory Forum.
In Japan, a Corporate Reporting Lab was launched in July
2012. The initiative is similar to the UK FRC Financial Reporting Lab, albeit its scope includes all aspects of corporate reporting. It gathers companies, investor and analysts,
to explore more effective communication and disclosure
about corporate value. In December the Japanese Corporate
Reporting Lab issued questions long-term investors want to
ask corporate executives about corporate governance: survey of deepening dialogue to achieve continuous increases
in corporate value (http://www.meti.go.jp/english/policy/
economy/corporate_accounting/pdf/CRLab_130204ver.
pdf).

meet their needs. The Lab provides practical examples of
practices that investors find useful to their analysis and
explains why. The Lab encourages other companies to consider adopting the practices, if appropriate in the context of
their own financial reporting.
The UK and Japanese Reporting Labs could inspire similar initiatives in other European countries. In its October
meeting, the EFRAG PRC received a presentation on the
UK FRC Financial Reporting Lab and its activities. EFRAG
would be ready to facilitate and support the replication of
the Financial Reporting Lab by other National Standard
Setters in Europe. EFRAG could provide assistance to National Standard Setters that are interested in establishing a
similar initiative by preparing supporting papers adapted to
the audience and the topic under discussion, by providing
organisational support and speakers, or facilitating presentations. Would various Reporting Labs be established,
exchange of papers could be organised so as to provide
a wider audience (and therefore influence) to the recommendations which emanate from the groups and to avoid
duplication of efforts.

FINANCIAL REPORTING LAB: INSPIRING
OTHER COUNTRIES
The Japanese initiative shows that elsewhere in the world
initiatives, similar to the UK FRC Financial Reporting Lab,
are flourishing. The UK Financial Reporting Lab facilitates
the dialogue between listed companies and investors to explore innovative or improved reporting solutions that better
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HIGHLIGHTING IASB PROPOSALS
THE INTERNATIONAL ACCOUNTING
STANDARDS BOARD (IASB) RELEASED
FEEDBACK STATEMENT ON ITS AGENDA
CONSULTATION MAPPING OUT THE
FUTURE WORK PROGRAMME
In July 2011, the IASB published for public comment a Request for Views, with comments due by the end of November
2011. EFRAG, under the responsibility of EFRAG Planning
and Resource Committee (EFRAG PRC), issued its final
comment letter in response to the IASB request for views in
December 2011. During EFRAG’s consultation period, EFRAG
has performed, in partnership with the European National
Standard Setters and the European Commission, a series
of outreach events throughout Europe to obtain European
constituents’ feedback on the Agenda consultation. The
IASB held public round-table meetings and published a
Feedback Statement in December 2012.

The IASB‘s feedback statement maps out
future priorities, reflecting that EFRAG’s
recommendations have been followed
quite closely:

• First, respondents asked that a decade of almost
continuous change in financial reporting should be
followed by a period of relative calm.
• Second, there was almost unanimous support for
the IASB to prioritise work on the Conceptual Framework, which would provide a consistent and practical basis for standard setting.
• Third, the IASB was asked to make some targeted
improvements that respond to the needs of new
adopters of IFRS.
• Fourth, the IASB was asked to pay greater attention to the implementation and maintenance of the
Standards.
• Finally, the IASB was asked to improve the way in
which the IASB develops new Standards, by conducting more rigorous cost-benefit analysis and
problem definition earlier on in the standard-setting
process.

As a result of the responses received, the IASB’s future
technical programme will focus on three areas: implementation and maintenance (including post-implementation
reviews), the Conceptual Framework, and a small number
of major IFRS projects. Among the latter are the four current major projects (financial instruments, leases, revenue
recognition, and insurance) as well as three new or revived
projects: Agriculture, in particular, bearer biological assets,
rate-regulated activities, and separate financial statements: use of the equity method.
The IASB also announced a revised process for developing
standards. The new process will include a research phase,
thus starting with research, followed by a discussion paper
and a proposal, before an agenda decision is made. This
means that a project to develop a new IFRS will only be considered after the research has been published in a discussion paper, which would be open for public comment. Not all
research will lead to a project at standards-level.

a project to develop a new IFRS will only
be considered after the research has been
published in a discussion paper, which
would be open for public comment.

The feedback statement identified the following issues for
the research phase:
• Emissions trading schemes
• Business combinations under common control
• Discount rates
• Equity method of accounting
• Intangible assets, including extractive activities
and research & development activities
• Financial instruments with the characteristics of
equity
• Foreign currency translation
• Non-financial liabilities (amendments to IAS 37)
• Financial reporting in high inflationary economies.
In addition, the feedback statement identified three "long
term" topics that, because of their nature and complexity,
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cover matters for which the IASB does not plan to issue
any Discussion Paper or research document within the next
three years but where it encourages other standard-setters
to investigate these topics on its behalf: income taxes,
post-employment benefits, and share-based payments.
In its February 2013 meeting, the EFRAG PRC discussed the
research priorities identified in the Feedback Statement. All
EFRAG PRC members appreciated the outcomes of the IASB
Agenda Consultation 2011 as summarised in the Feedback
Statement and were pleased to note that the input of European stakeholders has been well reflected in the decisions
on the IASB work programme, such as a period of calm, prioritisation of the revision of the Conceptual Framework and
of work to be done to tackle the “disclosure problem”, and
adopting an evidence-based agenda-setting process on the
basis of research activities concluded by a public consultation. The EFRAG PRC was satisfied that EFRAG’s current
proactive projects fed well into the priorities identified by
the IASB, and therefore expressed interest in partnering
with the IASB in its research activities. It mandated the Research Directors’ team to meet with the IASB to understand
how the IASB intends to proceed in its Research activities
and how European efforts could feed positive cooperation.

REVIEW OF THE IFRS FOR SMES:
COMMENTS RECEIVED BY THE IASB
AND DIRECTION RECOMMENDED BY THE
IFRS SME IMPLEMENTATION GROUP
CONCERNING THE REQUEST FOR INFORMATION: COMPREHENSIVE REVIEW OF
THE IFRS FOR SMES
In June 2012, the IASB published the Request for Information: Comprehensive Review of the IFRS for SMEs (‘the RFI’)
related to the comprehensive review of the IFRS for SMEs.
In response to the IASBs request to comment, EFRAG has
issued on 20 December 2012 its final comment letter and
feedback statement on the RFI. The feedback statement
described the main comments received on EFRAG’s draft
comment letter and how these comments were considered
by EFRAG during its technical discussions in November and
December 2012.

that many of its constituents found the purpose of the IFRS
for SMEs and the objective of the RFI unclear, making it difficult to respond to the specific questions raised in the RFI.
Some of the questions included in the RFI asked whether
changes to full IFRS should be incorporated into the IFRS
for SMEs. In the absence of fundamental analysis of users’
needs EFRAG generally supported that the changes should
only be incorporated if they represent a solution to an identified and documented problem for SMEs and/or had proven
useful for entities applying full IFRS.
Some other questions raised in the RFI asked whether more
accounting policy options should be allowed in the IFRS for
SMEs. As expressed in its comment letter on the exposure
draft on the IFRS for SMEs, EFRAG is generally against options as this would reduce comparability amongst entities
using the IFRS for SMEs, increase complexity and is costly.
In some cases, however, EFRAG could see benefits of including certain specific options to facilitate the adoption of the
IFRS for SMEs by diverse entities in different jurisdictions.
If the introduction of these options would result in more
entities being able to prepare financial statements in accordance with the IFRS for SMEs, it would overall enhance
comparability.
During February 2013, the first meeting of the SME Implementation Group was held. The SME Implementation Group
(SMEIG) was formed to support the international adoption of the IFRS for SMEs and monitor its implementation.
EFRAG has observership in this meeting and EFRAG Chairman Françoise Flores participated. During this meeting
the SMEIG members discussed the analysis of comments
received by the IASB so as to formulate recommendations
to the IASB on the scope of the review they are about to
undertake. The meeting was held under chairmanship of
Darrell Scott who has been granted by the IFRS Foundation
responsibility for the project. The discussion was quite open
and constructive, helping each participant to understand
the extent of practice and line of thinking in other jurisdictions. Overall the recommendations that will be put to the
IASB are consistent with EFRAG’s final recommendations as
expressed in EFRAG comment letter to the IASB.

More specifically EFRAG noted in its final comment letter
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NEW GUIDANCE ON ACCOUNTING FOR
BEARER BIOLOGICAL ASSETS IS
EXPECTED SOON
Following its decision to add a limited scope project to
its agenda, the IASB discussed the related issues at their
meetings held in December 2012 and February 2013. They
reached conclusions on the main issues, the scope of the
project on the one hand, and the new accounting model for
bearer biological assets that are used to grow agricultural
produce, on the other hand.
The scope of the amendment is restricted to bearer
plants only.
The IASB discussed whether the new measurement approach should relate to all or only some of the bearer biological assets. Ultimately it was tentatively decided that
the new accounting model will be applied only to bearer
plants (like fruit orchards, tea bushes or grapevines) used
exclusively for agricultural production. As a consequence
of that decision, the accounting treatment would remain
unchanged for bearer animals (like dairy cattle or merino
sheep), bearer and consumable plants (used firstly, in their
bearer period, to produce and after that period capable
also of being consumed or sold). EFRAG TEG discussed the
issue in their meeting in February. Whilst some members
emphasized the difficulty to include bearer livestock in
the scope of the limited amendments, other thought that
similar accounting treatments should be applied in similar
circumstances and therefore called for consistency in the
accounting for bearer plants and livestock.

should be carried at accumulated cost and, after reaching maturity, at depreciated cost - in the same way as a
self-constructed plant or equipment. The fair value model,
however, was found appropriate for bearer animals and for
bearer and consumable plants.
The IASB discussed and decided that, for broad comparability reasons, agricultural produce growing on bearer assets
should be measured in the same way as consumable biological assets, namely at fair value less costs to sell.
In their meeting in February, EFRAG TEG indicated strong
support for the change tentatively decided by the IASB
The placement of the amendment
The IASB agreed that the guidance from IAS 16 Property,
Plant and Equipment may be applied to bearer biological
assets without significant modifications.
Finalisation of the standard-setting process
The IASB is expected to publish the proposed amendments
for public comments in the second quarter of 2013.

Bearer biological assets will be accounted for at accumulated cost less depreciation.
Accumulated cost vs. fair value
The IASB discussed the measurement approach used currently for biological assets. They agreed that the fair value
model is not appropriate for mature bearer biological assets as they do not undergo biological transformation. Additionally they agreed with the arguments that as the mature bearer assets are used similarly as plant or equipment
then the accounting model should also be similar. The final
conclusion was that the immature bearer biological assets
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SPOTLIGHT ON TOPICAL ISSUES
IFRS FOUNDATION DECISIONS
REGARDING THE IFRS ACCOUNTING
STANDARDS ADVISORY FORUM
IFRS Foundation’s publication
On 1 February 2013 the IFRS Foundation published a feedback statement analysing comments received in response
to its public consultation paper regarding the creation of
the Accounting Standards Advisory Forum (ASAF). The feedback statement acknowledges the general support for setting up the ASAF. The first meeting of the ASAF is expected
to take place on 8-9 April 2013.

EFRAG is pleased with the conclusions
reached by the IFRS Foundation as most if
not all of its recommendations have been
followed.

Four points deserve special attention:
Remit of the ASAF
The IFRS Foundation indicated that the focus of the ASAF
should be on the technical standard-setting activities of the
IASB; other potential issues raised by national standardsetters (NSS) should be considered to the extent that they
have major implications for the IASB’s work. It was made
clear that ASAF’s role would be purely advisory. The feedback statement makes it clear that the IASB will continue
to liaise and coordinate activities with all national standard
setters and that the ASAF is intended to replace existing
bilateral arrangements (more particularly with FASB, ASBJ
and EFRAG) and no other.

the IASB will continue to liaise and coordinate activities with all national standard
setters.

Size and composition of the ASAF
Notwithstanding some calls for a larger forum or for additional seats for certain regions or groups of NSS (for example emerging markets), the IFRS Foundation believes that
the number of seats should be limited to twelve, and confirmed the initially proposed composition: three seats each
for the Americas, Asia-Oceania and Europe (including nonEU), one seat for Africa and two seats at large that should
offer enough flexibility. The size and composition of the ASAF
would be re-examined after two years.
Commitment of the ASAF members and Memorandum of
Understanding
The suggested Memorandum of Understanding (MoU), which
was intended to prove the members’ commitment to the
cause of a single set of international accounting standards,
triggered a wide range of reactions: some believed no commitment should be required, some advocated more general
terms (so as not to exclude jurisdictions that cannot meet
all criteria) and some were in favour of even stricter conditions. As a result, commitments expected from participants
underwent a complete review and the changes made satisfy
EFRAG’s recommendations. Responding to comments indicating that the IFRS Foundation should be required to make
commitments of its own, the IFRS Foundation chose to include commitments of the IFRS Foundation in the proposed
MoU: a commitment to actively engage with the ASAF and to
ensure that its views and feedback are faithfully and fully
presented to the IASB, and a commitment to respect the
independence of ASAF members.
Membership criteria
Some respondents had raised the questions of allowing regional groups and non-adopters of IFRS as ASAF members.
The call for nominations invites the four major regional
groups (AOSSG, EFRAG, GLASS and PAFA) to become members of the ASAF. As for non-adopters, the feedback statement says: "While the use of IFRSs is an important factor for
membership, it is not the only one."
Because of its limited size, many respondents feared that
the ASAF would deprive non-members of direct contact with
the IASB. Michel Prada, the Chairman of the IFRS Foundation Trustees, said the ASAF would be an important, but not
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an exclusive group. He indicated, as we alluded to above,
that the dialogue and work with other accounting standard setters would be maintained in various areas such as
research projects, implementation challenges, outreach
activities, field testing and Post-implementation Reviews.
European delegation to ASAF
The European Commission is coordinating the efforts of
EFRAG and the European National Standard Setters to select the members of the European delegation to ASAF before
the IASB deadline for nominations and applications on 28
February.

The members of the delegation will represent Europe in a cooperative spirit, the
overall objective being of working in the
public interest and making Europe getting
even more influential in the debate.

The first ASAF meeting will be held in London on 8 and 9
April 2013.

‘TOWARDS A NEW COVENANT - RESHAPING THE ROLE OF BUSINESS IN SOCIETY’
“A house divided against itself cannot stand” Abraham
Lincoln (June 16, 1858) – a dictum cited at the launch of
a new initiative called ‘Reshaping the role of business in
society’.
On 23 January 2013, Tomorrow’s company and Mazars
launched ‘Reshaping the role of business in society’ initiative. The event was hosted by Richard Howitt, MEP, and European Parliament Journalist on Corporate Social Responsibility (CSR). Ralitza Ilieva, Project Manager at EFRAG and
representatives from the European Commission, NGO's,
employee representative bodies, European and global companies and others attended the launch roundtable, which
was chaired by Richard Howitt.

pants for consideration by governments and policymakers
in considering the role of business in society included:
• The EU institutions need to address the concentration of power issue.
• What is shared value? There is shared value, but
there is no shared responsibility, more work is needed in relation to the shared responsibility concept.
• What is the purpose of business? Should it be reflection of the value for society? Value is a concept
which evolves over time. Hence, the purpose of maximising shareholder value needs to be reconsidered,
especially in Anglo-Saxon countries where shareholder value is king.
• What is the purpose of an economic system? What
type of growth within the business and economic
system context are people looking for?
• Should there be more non-financial disclosures for
investors?
• How to report business performance, sustainability
reporting and measurement of intangibles?
• Should business and economics schools change the
educational system?
• Should companies’ Boards set the tone down the organisation, to move the company into the direction
of changing the business model towards having the
CSR as a high strategic issue?
Roundtable participants also shared the view that the time
when more social rating agencies will come up with social
impact metrics, human rights and social auditing and more
disclosures on societal impacts is not far away.
The launch roundtable in Brussels will be followed by dialogues and other events in London, Paris and other European cities in the spring of 2013 that will seek to explore
these issues from different cultural perspectives and the
two founding organisations invite representatives of all the
stakeholders in society to engage and actively participate in
the future debates.

Some of the issues put forward by the roundtable partici-
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in OUR next edition:
•
•
•
•
•

EFRAG’s field test policy
Disclosure framework: what we learnt and state of play
What role should the business model play in financial reporting?
Is the first ASAF meeting up to expectations?
Clarifying the scope of the macro-hedge accounting project

Since 2010, EFRAG has been receiving financial support from the European Union-DG Internal Market and Services. The
contents of this brochure are the sole responsibility of EFRAG and can under no circumstances be regarded as reflecting the
position of the European Union.
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