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Introduction

 AOSSG Working Group on Financial Statement

Presentation and Disclosure

 Co-leaders: Korea, China

 Members: Australia, Hong Kong, Japan, Macao, Malaysia, 

New Zealand

 Status of the IASB’s Disclosure Initiative projects

 Different areas have been discussed as a whole

• Research project : ①Principles of Disclosure (IAS 1, IAS 8) (DP to 

be issued in Q1 2016), ②Standards-level review of disclosures 

• Implementation projects : ① narrow-scope amendments to IAS 

1 (completed), ② narrow-scope amendments to IAS 7, 

Statement of Cash Flows (ED issued), ③ narrow-scope 

amendments to IAS 8 (ED to be issued in Q1 2016)

• ED of a Practice Statement on the application of materiality(ED 

issued in October 2015)
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Introduction

 Status of the IASB’s Disclosure Initiative projects
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Approach to drafting disclosure requirements

 Background

 Since November 2014, staff of the New Zealand Accounting 

Standards Board (NZASB) have been working with IASB staff 
to develop a new approach to drafting the disclosure 

requirements for standards. <ref. AP 9.2, 9.2.1, 9.2.2>

 This work is being undertaken as part of the Principles of 

Disclosure (POD) project.

 This project is in its early stages, but there are plans to 
develop a drafting guide to help the IASB and its staff 

develop disclosure requirements in new or amended 

Standards.

 The proposed contents will be included in the POD 

Discussion Paper, currently planned for Q1 2016.
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Approach to drafting disclosure requirements

 Current problem - Existing disclosure requirements

 Not containing clear objectives for disclosure requirements

• Being difficult to make judgments - material

• Being difficult to determine how much detail to provide and 

how best to focus the disclosure on entity-specific information

 Very prescriptive 

• a compliance or checklist approach

 Summary of the proposed approach by the NZASB

 Inclusion of disclosure objectives

 Greater emphasis on the need to exercise judgement

 Division of disclosure requirements into two tiers (summary
information, additional information)
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Approach to drafting disclosure requirements

 Proposed approach by the NZASB

 The inclusion of disclosure objectives 

• Overall disclosure objective for each Standard that includes 

disclosure requirements

• More specific disclosure objectives for each group of 

disclosure requirements

Example – IAS 16

overall disclosure objective for IAS 16 - The objective of disclosing information about the entity’s 

investment in property, plant and equipment is to help users of its financial statements to assess the 

effect of the entity’s investment in property, plant and equipment on the financial position, financial 

performance and cash flows of the entity.

more specific disclosure objectives for IAS 16 - An entity shall consider whether to disclose additional 

information about the basis for measuring property, plant and equipment and any associated 

uncertainties of that measurement. This information helps users understand how the amounts 

recognised have been determined and any significant measurement uncertainties that are 

associated with that determination.

7



Approach to drafting disclosure requirements

 Proposed approach by the NZASB

 Greater emphasis on the need to exercise judgement

• To determine the extent and appropriate mix of quantitative 

and qualitative information to disclose in order to meet the 

disclosure objective

• Coupled with less prescriptive language

(Example) – IAS 16

To achieve the disclosure objective, an entity shall use its judgement to determine the extent and 

appropriate mix of quantitative and qualitative information to disclose, including the extent of 

aggregation or disaggregation of that information. Assessments about the amount of information to 

disclose depend on the relative importance of property, plant and equipment to the entity and the 

amount of judgement involved in accounting for property, plant and equipment. Therefore, 

assessments need to take into account the extent to which the entity’s financial position, financial 

performance or cash flows are affected by:

(a) property, plant and equipment (and changes in property, plant and equipment); and

(b) risks and uncertainties associated with property, plant and equipment (and changes in those).
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Approach to drafting disclosure requirements

 Proposed approach by the NZASB

 Greater emphasis on the need to exercise judgement

(Example) – IAS 16

In using judgement to determine the information to be disclosed in accordance with this Standard, 

an entity considers:

(a) how much emphasis to place on particular disclosures;

(b) the level of detail that is needed;

(c) how much aggregation or disaggregation to undertake;

(d) whether users of the financial statements need additional information, to meet the disclosure 

objective.
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Approach to drafting disclosure requirements

 Proposed approach by the NZASB

 Greater emphasis on the need to exercise judgement

• Coupled with less prescriptive language
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Existing disclosure requirements Proposal

“an entity shall disclose…” “an entity discloses…”

“an entity shall consider disclosing
information about…”

“Information that the entity
considers disclosing includes:…”

“as a minimum” No more use of “as a minimum”

Checklist Approach Encouraging Judgement



Approach to drafting disclosure requirements

 Proposed approach by the NZASB

 Division of disclosure requirements into two tiers (summary 

information, additional information)

• Summary information, subject only to materiality

• Additional information, in addition to the summary information, 

depending on the relative importance of the item or 

transaction to the reporting entity and the amount of 

judgement involved in accounting for the item or transaction

Example – IAS 16

Summary information

An entity discloses summary information about its investment in property, plant and equipment. This 

information provides an overall picture of the relative importance of property, plant and equipment 

to the entity and the amount of judgement involved in accounting for property, plant and 

equipment, thereby helping users to assess, at a broad level, the effect of property, plant and 

equipment on the entity’s financial position, financial performance and cash flows. An entity 

discloses the following information
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Approach to drafting disclosure requirements

 Proposed approach by the NZASB

 Division of disclosure requirements into two tiers (summary 
information, additional information)

Example – IAS 16

Additional information

An entity shall assess whether it is necessary to disclose information about property, plant and 

equipment in addition to [the summary information] and, in doing so, shall [exercise judgement in 

accordance with, and consider the factors listed, in paragraphs…]. The greater the importance of 

property, plant and equipment to an entity and the greater the amount of judgment involved in 

accounting for property, plant and equipment, the more information an entity is likely to need to 

disclose.
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Approach to drafting disclosure requirements

 Question 1.

Do you agree with the proposed approach to 

drafting disclosure requirements?

a. Inclusion of disclosure objectives

b. Greater emphasis on the need to exercise judgement

c. Division of disclosure requirements into two tiers 

(summary information, additional information)
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Approach to drafting disclosure requirements

 Question 1.

[WG leader’s preliminary view]

- Generally agree with  the suggested approach to 

disclosure requirement for encouraging preparer’s 

judgement when deciding which item should be disclosed 
in the financial statements. 

- With that being said, we think that a certain degree of rigor 

still needs to be ensured in disclosure requirement. In our 

view, the rigor could be achieved by focusing on some 

numerical disclosure. 

- We admit that qualitative and narrative information will be 

helpful for users to digest the primary financial statements, 

but are also wary that too much of it might blur the line 

between foot notes to financial statements and 

management commentaries. 
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Approach to drafting disclosure requirements

 Question 1.

[WG leader’s preliminary view]

- For this reason, we suggest that there should be a kind of 

‘advisory’ explicitly put in disclosure requirements, saying 

that notes should not go overboard to be confused with 
management commentaries.
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ED Practice Statement on Materiality

 Background

 The IASB published draft guidance to help company 

management determine whether information is material in 
October 2015.

• This Draft Practice Statement is designed to be a tool to help 

management use their judgement about what information is 

material and therefore should be included in financial 

statements. 

• It should also help facilitate management’s discussions with 

auditors and regulators about those judgements.

• A Practice Statement is not a Standard and its application is 

not required in order to state compliance with IFRS. However, a 

jurisdiction that permits or requires IFRS could choose to 

formally adopt a Practice Statement into its national financial 

reporting requirements.
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ED Practice Statement on Materiality

 Objective of the ED Practice Statement

 To assist management in applying the concept of 

materiality to general purpose financial statements 
prepared in accordance with IFRS.

 Definition of materiality in IFRS

 Conceptual Framework for Financial Reporting

• Information is material if omitting it or misstating it could 

influence decisions that users make on the basis of financial 

information about a specific reporting entity. In other words, 

materiality is an entity-specific aspect of relevance based on 

the nature and magnitude, or both, of the items to which the 

information relates in the context of an individual entity’s 

financial report.(QC11)

• The assessment of materiality should take into account how 

users ‘could reasonably be expected to be influenced’ in 

making economic decisions on the basis of financial 

statements (IAS 1.7) 17



ED Practice Statement on Materiality

 General characteristics of materiality

 Pervasiveness

 Judgement

 Users of the financial statements - Characteristics of the 

primary users of financial statements

• Primary users: existing and potential investors, lenders and 

other creditors 

• Management should focus on typical and rational users, rather 

than a single, atypical user that is behaving unreasonably or 

irrationally
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ED Practice Statement on Materiality

 General characteristics of materiality

 Qualitative and quantitative assessment

• It would not be appropriate for an entity applying IFRS to rely 

on purely numerical guidelines. However, while quantitative 

thresholds are not in themselves determinative, they can be a 

helpful tool in applying the concept of materiality.

 Individual and collective assessment

• The assessment of whether information is material or immaterial 

should be undertaken on both an individual and a collective 

basis.
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ED Practice Statement on Materiality

 Presentation and disclosure in the financial

statements

 The context of the materiality assessment

• Judgement on whether information is material should be made 

within the context of the objective of financial statement and 

by considering the complete set of financial statements (ie the 

primary financial statements together with the notes).

 Immaterial information

• Providing immaterial information in the financial statements 

may obscure material information and consequently mean 

that the financial statements are less understandable.
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ED Practice Statement on Materiality

 Presentation and disclosure in the financial

statements

 Aggregating and disaggregating information

• If a line item in the primary financial statements is not 

individually material, it does not need to be disaggregated 

further, and it can be aggregated with other related or similar 

items even if IFRS prescribes separate presentation. 

• However, an item that is not material in the primary financial 

statements may warrant separate presentation in the notes.

 Primary financial statements

• The primary financial statements provide a structured summary 

of the entity’s ① recognised assets, liabilities, equity, income 

and expenses, ② cash flows and ③ contributions from, or 
distributions to, holders of equity claims.
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ED Practice Statement on Materiality

 Presentation and disclosure in the financial

statements

 Notes

• The notes ① explain the information presented in the primary 

financial statements in greater detail; and ② supplement the 
primary financial statements with additional information.

• Although the concept of materiality does not change when 

applied to the notes, the context in which that concept is 

applied is different. 
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ED Practice Statement on Materiality

 Presentation and disclosure in the financial

statements

 Reviewing note disclosures at each reporting date

• If a disclosure was material to the prior period’s financial 

statements, but the same level of detail or type of information 

is not material to the current-year financial statements, the 

disclosure often does not need to be repeated in the same 

level of detail. 

• However, materiality is not assessed only by reference to the 

current reporting date(e.g. a prior year business combination).

 Complete set of financial statements

• The assessment of whether an individual piece of information is 

material in the financial statements is not made in isolation. This 

assessment should also consider whether the information is 

material in combination with other information in the complete 

set of financial statements.
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ED Practice Statement on Materiality

 Recognition and measurement

 Practical expedients

• For example, an entity might have an internal policy of 

capitalising capital expenditures only in excess of a specified 

threshold and recognising smaller amounts as an expense, 

because any smaller amounts are considered to be clearly 

immaterial.

 Omissions and misstatements (‘misstatements’)

 Misstatements made intentionally to mislead

• If management intentionally misstates items to achieve a 

particular presentation or result it has done so presumably 

because it thinks that particular presentation or result could 

reasonably be expected to influence the decisions of the 

primary users of the financial statements and such 

misstatements are material.
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ED Practice Statement on Materiality

 Question 2-1.

Do you agree with the form of guidance of 

materiality?

a. A Practice Statement is not a Standard.

b. Entities applying IFRS are not required to comply with 

the Practice Statement, but the relevant authorities in 

their jurisdiction may require that they do so.
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ED Practice Statement on Materiality

 Question 2-1.

[WG leader’s preliminary view]

- We are wondering how much the management feels to be 

satisfied with the contents of practice statement on 

materiality.

- Many people would anticipate that a practice statement 

provides very specific and applicable guidance rather than 

abstract high-level principles. 

- It seems hard to get rid of the impression that many of 

contents of the practice statement are just to reiterate 
abstract principles already found in the Conceptual 

Framework or IAS 1.
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ED Practice Statement on Materiality

 Question 2-2.

Do you find the examples helpful in the [draft] 

Practice Statement? Do you think any additional 

practical examples should be included? If so, 

what scenarios should the examples address?

[WG leader’s preliminary view]

- We believe that the examples (par. 53) related to the 

disclosures specified in IFRS are really helpful when 
management decides to disclose specific information in 

the financial statement.

- If possible at all, the IASB might consider some examples as 

to which information should be disclosed in the primary 

financial statement or in the notes.
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ED Practice Statement on Materiality

 Question 2-3.

The [draft] Practice Statement proposes guidance in three main 

areas:

(a) characteristics of materiality;

(b) how to apply the concept of materiality in practice when 

presenting and disclosing information in the financial 

statements; and

(c) how to assess whether omissions and misstatements of 

information are material to the financial statements.

Do you think that any additional content should be included in 

the Practice Statement? If so, what additional content should 

be included and why?

Are there any paragraphs/sections with which you do not 

agree? If so, which paragraphs/sections are they and why?
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ED Practice Statement on Materiality

 Question 2-3.

[WG leader’s preliminary view]

- We are wondering the examples (par. 54) as to reviewing 

note disclosures at each reporting date is appropriate. 

- Although an entity is required to restate the prior financial 

statements only when it is subject to changes of accounting 

policy or error correction, the examples seem imply that it 

should restate the prior period’s disclosure contents owing 

to the immaterial effects on financial statement of current 

period.

- In the scope section, the ED refers to cross-referenced 

information. We believe that the cross-referencing issues are 

being discussed in the IASB. We are wondering whether it is 

appropriate that the practice statement explicitly includes 

cross-referenced information early on before the discussion 
thereon is concluded.
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ED Practice Statement on Materiality

 Question 2-4.

The IASB has tentatively decided to include a discussion on 

the definition of materiality, and whether there is a need to 

change or clarify that definition within IFRS, in the Discussion 

Paper for its Principles of Disclosure project (expected to be 

issued early in 2016). Nevertheless, the IASB thinks that to 
address the need for guidance on the application of 

materiality, it is useful to develop the Practice Statement 

now.

The IASB will consider whether any consequential 

amendments to the Practice Statement are  necessary 

following the completion of the Principles of Disclosure 

project. Do you agree with this approach?
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ED Practice Statement on Materiality

 Question 2-4.

[WG leader’s preliminary view]

- We generally agree with the ED’s approach.

- This is because the definition of materiality is not likely to be  

revised in the forthcoming discussion paper on the 
Principles of Disclosure.
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Components of financial statements

 The role of the primary financial statements

 To provide a structured and comparable summary of 

information about an entity’s recognised assets, liabilities, 
equity, income and expenses

 Implications of being a primary financial statement include:

• Primary financial statements get greater visibility. When a 

Statement is included as part of the primary financial 

statements it is presented before the notes in order to provide 

an overview of the financial information

• Materiality cannot be used to determine whether individual 

primary financial statements should be disclosed

• A different (often higher) level of materiality threshold is 

applied while presenting information in the primary financial 

statements compared to the notes. 

• Specifically, since the purpose of the primary financial 

statements is to provide an overview or summary of 

information (about the recognised elements), the level of 

aggregation is higher than that applied to the notes. 32



Components of financial statements

 The role of the notes to the financial statements

 To explain the information presented in the primary financial 

statements; and

 To supplement the primary financial statements with 

additional information not depicted in those statements 

that is necessary to meet the objective of financial 

statements.
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Components of financial statements

 Primary financial statements

34

Issues

Lack of clarity as to what comprises a set 
of primary financial statements

Inconsistent use of terms ‘present’ or 
‘disclose’ in the primary financial 
statements and the notes

Lack of clarity on the role of primary 
financial statements and the 
implications of being part of the set of 
primary financial statements

IASB’s tentative decision

Specify that the statements of financial 
position, profit or loss and other 
comprehensive income, changes in 
equity and cash flows are collectively 
the ‘primary financial statements’

Always specify the intended location as 
either ‘in the primary financial 
statements’ or ‘in the notes’ when using 
the terms ‘present’ or ‘disclose’.

Include, in a general disclosure Standard, 
a description of the role of primary 
financial statements and the 
implications of a particular statement 
forming part of the primary financial 
statements.



Components of financial statements

 Notes

35

Issues

Lack of sufficiently focused disclosure 
objectives in Standards. This absence 
can make it difficult to apply materiality.

Lack of links or clear relationships 
between disclosure requirements across 
Standards, including links between IAS 1 
and other Standards.

Duplication of disclosure requirements 
across Standards.

IASB’s tentative decision

Include a central set of disclosure 
objectives built on the objective of 
financial statements and the role of the 
notes

Two approaches possible for developing 
those objectives:

- list of types of information likely to be  
useful for line items and unrecognised
transactions or events; or

- define objectives of additional 
information relevant to understanding 
the entity’s main activities



Components of financial statements

 Question 3-1.

Do you agree with the IASB’s tentative decision 

with regards to the components of financial 

statements when it comes to the primary financial 

statements?

a. To use the term and components of the primary 

financial statements

b. To use the term of ‘present’ and ‘disclose’ 

interchangeably, but with specification of the 

intended location

c. Suggested implications of being a primary financial 

statement
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Components of financial statements

 Question 3-1.

[WG leader’s preliminary view]

- Generally agree with  the suggested approach. 

- However, the IASB might consider providing clear distinction 

between the terms of ‘present’ and ‘disclose’ to prevent 
any confusion arising from interchangeable usage of two 

terms.

- In addition, the practice statement will be very helpful if it 

could provide useful guidance for an entity to decide as to 

which information should be presented on the primary 
statements or be disclosed in the notes.
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Components of financial statements

 Question 3-2.

Which approach do you prefer for developing a 

central set of disclosure objectives?

a. To list of types of information likely to be useful for line 

items and unrecognised transactions or events;

b. To define objectives of additional information relevant 

to understanding the entity’s main activities
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Components of financial statements

 Question 3-2.

[WG leader’s preliminary view]

- Second approach might be more appropriate.

- That is because if the IASB has an  intention to encourage 

for managements to make judgement on the disclosure 
issues, just listing of specific items would not fit the purpose.
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Disclosure of operating profit or loss

 Background

 Korea adopted IFRS mandatorily for all listed companies 

and electively for unlisted companies in 2011.

 Previous K-GAAP before adoption IFRS required the 

presentation of operating profit or loss on the face of 

financial statements.

 IAS 1 does not require the disclosure of operating profit or 
loss because the IASB thinks that it is hard to define 

operating profit or loss concept.

 Tons of users in Korea requested the disclosure of 

comparable operating profit or loss information on the face 
of financial statements.
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Disclosure of operating profit or loss

 Response of KASB

 Exploring solution with various process

• Research report - The Improvement of Disclosure of Operating 

Income (Moon Chul Kim , Young Soon S. Cheon , March 2012)

• IFASS Meeting Agenda (March 2012)

• Seminar with Mr. Hans Hoogervorst, Chair of the IASB in Korea 

(April 2012)

 Adding a presentation requirement to IAS 1 to require 
disclosure of operating profit or loss on the face of the 

statement of profit or loss and other comprehensive income

 Developing related guidance (KAI Opinion 12-1) for how to 

determine a operating profit or loss without undermining the 

principle of IFRS.

• All components comprised of operating profit or loss should be 

generated from the IFRS.
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Disclosure of operating profit or loss

 Contents of KASB’s guidance regarding operating

profit or loss

 Operating profit or loss =  revenue – cost of goods – selling 
and administrative expenses (in principle)

42

Financial services entities, such as 
such as insurance companies and 
banking institutions,  may present the 
combined COGS and selling and 
administrative expenses under the 
name of 'operating expense' without 
separation



Disclosure of operating profit or loss

 Contents of KASB’s guidance regarding operating

profit or loss – Example

 There is no definition or categorization of selling and 
administrative expenses in the IFRSs as issued by the IASB.

 KAI Opinion 12-1 provides that the following IFRS expenses 

should be grouped into selling and administrative expenses: 

Salaries, Post-employment benefits, Fringe benefits, Rent 

expense, Entertainment expense, Depreciation, 

Amortization, Advertising, etc, as long as those expenses 

are related to activities of selling goods / providing services 

or general administration, but not included in COGS.
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Disclosure of operating profit or loss

 WG leader’s preliminary view

 The IASB should consider the informative value and role of 

the operating profit or loss in the primary financial statement 
project(formerly, Performance Reporting Project).

 We observe that many stakeholders think the operating 

profit or loss information is very useful for assessing the 

quality of the profit or loss of the entity.
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 Question 4-1.

Does your jurisdiction have any similar cases?

 Question 4-2.

Do you agree that the disclosure of operating 

profit or loss should be required in IFRS?
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Disclosure of operating profit or loss



Thank you
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