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The European leading force in the global financial reporting debate 

▪	 efrag short discussion series
▪	 use of financial statements

▪	 all meeting reports

▪ revenue recognition
▪ macro hedging

▪ maystadt review
▪ separate financial statements
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i n  t h i s  e d i t i o n :

Ensuring consistent application of IFRS across jurisdictions 
which have adopted IFRS is a strategic objective for the IASB 
that EFRAG, along with many European stakeholders, has 
strongly encouraged and supported. Meeting this objective 
is the necessary condition to obtain the benefits of a single 
set of international accounting standards. 

However, meeting this objective is rather challenging if IFRS 
are to remain principle-based, a feature that is essential 
to drive high-quality financial reporting. Also, European 
constituents have indicated that they were favouring 
evolutionary improvements to financial reporting standards, 
rather than major and pervasive overhauls which run the 
risk of creating disruptions in the understandability and 
consistency of financial reporting over time.

As a result, contributing to an effective maintenance of IFRS 
has imposed itself as an important objective for EFRAG.
In order to meet this objective, EFRAG has started by the end 
of 2013 to learn from IFRS current practice and stimulate 
debate on issues which are proving problematic and/or 
creating divergences in practice. EFRAG has further initiated 
its Short Discussion Series that are meant to address, on a 
rather pragmatic basis, well-identified issues which deserve 
some standard-setting effort without the need to undertake 
any fundamental and comprehensive review. EFRAG expects 
that the short paper series will help European stakeholders 
actively participate in the gradual improvement and 
continued maintenance efforts of IFRS. 

Françoise Flores - EFRAG Chairman

maintaining and 
improving ifrs
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the efrag short discussion series: 
a new approach in efrag’s
proactive activities 

Pro-active thinking has been at the core of EFRAG’s 
activities for a long time. In recent years, EFRAG and its 
partners’ efforts have resulted in remarkable discussion 
papers. These papers have dealt with fundamental 
conceptual issues, such as the role of the business model 
in financial reporting or how financial statements are used; 
or have tackled all aspects of specific transactions, such 
as corporate income tax or business combinations under 
common control. 

While these projects have certainly proved their usefulness 
and contributed to raising awareness on accounting topics, 
their wide scope has some downsides. Some constituents, 
especially preparers, may fail to see a clear linkage between 
these high-level conceptual issues and the accounting 
challenges they face on a daily basis. Also, long papers put 
a burden on constituents and make EFRAG’s consultation 
efforts less productive. Finally, European constituents 
praise evolutionary changes rather than comprehensive 
overhauls which bring improvements to financial reporting 
in a more understandable and cost effective manner.EFRAG 
has therefore been quite supportive of the objective the IFRS 
Foundation has set to the IASB to allocate resources to the 
maintenance of IFRS, hence supporting a more consistent 
application across jurisdictions and industrial sectors. 
The IFRS Foundation strategy review has resulted in the 
IFRS IC giving more attention to the submissions it was 
receiving from practice, each of them being an indication 
of uncertainties as to how IFRS should be applied. 

These efforts should not, in EFRAG’s view, be at the expense 
of IFRS diverging from a set of principle-based standards. 
Piling up detailed guidance in areas where basic principles 
lack understandability runs the risk of possibly blurring 
further understandability of the requirements, hence 
creating even greater uncertainty in practice and resulting 
in calls for more guidance. So, it seemed time for EFRAG to 
explore a new direction in its proactive work. We have decided 

Building europe’s accounting view

to start something called the Short Discussion Series, where 
we analyse issues that have created application problems 
and discuss ways forward for the IASB to solve them. Of 
course, we do not intend to produce interpretations or 
application material, but to how addressing  issues that 
have proven problematic in practice, in such a manner that 
IFRS are maintained as a set of principle-based standards, 
not turning into a book of detailed rules.

In January, EFRAG published the first two papers in this new 
series. The first paper recommends a better articulation and 
understanding of what the equity method aims to achieve to 
assist consistent application. It does so without calling for 
a complete overhaul of the equity method; rather it calls for 
the effort to clarify what is expected in the context of current 
requirements, for example of scope and presentation. The 
second draws on an analysis of academic literature on the 
way financial statements are used by capital providers: the 
findings may provide some directions for measurement; the 
use of OCI; the objective or assessing stewardship versus 
estimating future cash flows; information on recurring 
earnings; the importance of the statement of profit or 
loss; use of intermediaries; use of communication channel 
and costs of amending standards. It hence brings direct 
evidence to support decisions the IASB has to make in the 
conceptual framework revision and in setting standards.
We welcome your suggestions for new topics, and how to 
ensure that our new initiative serves the needs of European 
constituents.

these efforts should not, in efrag’s view, 
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a set of principle-Based standards. piling 
up detailed guidance in areas where Basic 
principles lacK understandaBility runs 
the risK of possiBly Blurring further 
understandaBility of the requirements, 
hence creating even greater uncertainty 
in practice and resulting in calls for more 
guidance.
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what is Known aBout the use of 
financial statements and what are 
the implications?

In December 2013, EFRAG and ICAS published a literature 
review on the use of information by capital providers. The 
literature review is the result of  EFRAG and ICAS joining 
forces in supporting  a team of academics from different 
parts of Europe performing the review.  Together with 
the team of academics, EFRAG studied the results and 
published in January 2014 a paper on the implications for 
standard setting.

Although one of the main conclusions of the literature 
review is that not much research has been done directly 
on the use of financial statements, there are still some 
conclusions that should be considered in standard setting.
One of the important conclusions is that users have diverse 
information needs. 

According to the IASB, the objective of general purpose of 
financial reporting is to provide financial information about 
the reporting entity that is useful to existing and potential 
investors, lenders and other creditors in making decisions 
about providing resources to the entity.

However, when not much is known about user needs and 
when these needs are even diverse, how should standard 
setters be able to meet this objective? 
At the moment, it may be necessary to accept that some 
standard-setting decisions will have to be based on 
assumptions. The assumptions may be supported by some 
kind of evidence of user needs. For example, EFRAG is trying 
to learn more about the needs of users from the EFRAG 
User Panel and by arranging special outreach events. 

Although the input received from these events seldom 
can be considered representative, it seems to be one of 
the best options at present. Users willing to spend time 
on accounting standard setting are scarce and basing all 
standard-setting activities on statistically representative 
studies so far does not seem possible.
When receiving input from users via outreach events or other 
activities, attention should nevertheless be paid to the type 
of users providing the input and EFRAG as well as Standard 
Setters may have to find ways to deal with identified 
diversity in user needs on particular issues. In some cases it 
may be necessary to prioritise one type of users over another 
type. In other cases additional information may be required 
to ensure that all users receive sufficient information. In 
that case, however, it should be taken into account that the 
literature review showed that users seem to attach different 
weight to information presented in the notes than the 
information presented in the statement of financial position 
and the statement of profit or loss. 

Before including too many disclosure requirements in 
accounting standards, Standard Setters could also consider 
what information can be provided by other means than 
through the financial statements. The literature review 
showed that many types of users already use other sources 
in addition to the financial statements to get information 
about an entity.

Another important conclusion from the literature review is 
that information most suitable for assessing future cash 
flows may not be most suitable for assessing stewardship. 
According to EFRAG, and many of its constituents, when 
preparing accounting standards the objective of providing 
information to assess the stewardship of an entity’s 
management should be as important as the objective of 
assessing the entity’s future cash flows. In its Conceptual 
Framework, the IASB seems to think that the objective of 
assessing stewardship is subsumed in the objective of 
providing information to assess future cash flows. Results of 
the literature review contradict this. EFRAG therefore thinks 
that the IASB should amend its Conceptual Framework and 
require sufficient information to meet both objectives.
Other implications of the literature review are presented in 
the publication: The use of information by capital providers 
– Implication for standard setting. The publication is 
available on EFRAG’s website http://www.efrag.org/files/
Academic%20Research/EFRAG_ICAS_27-12-17.pdf.

one of the important conclusions is that 
users have diverse information needs. 
in some cases, it may Be necessary to 
prioritise one type of users over another 
type. in other cases, additional information 
may Be required to ensure that all users 
receive sufficient information.

http://www.efrag.org/files/Academic%20Research/EFRAG_ICAS_27-12-17.pdf
http://www.efrag.org/files/Academic%20Research/EFRAG_ICAS_27-12-17.pdf
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pwc seminar on ifrs 9

On 21 January, Hans Schoen gave a presentation at the FS 
Reporting Round Table organised by PWC Vienna. The topic 
was IFRS 9 - EFRAG views, and focused on the outstanding 
EFRAG comments and ongoing IASB deliberations on phases 
one and two of the financial instruments project, dealing 
with Classification and Measurement, and Impairment. 
The event attracted about 30 external participants, mainly 
from the banking sector, complemented by a number of 
professional office staff.

efrag’s participation in the fee 
smp forum 

On 29 January 2014, EFRAG Technical Manager Filipe 
Camilo Alves presented EFRAG’s initial views on the IASB’s 
proposed amendments to IFRS for SMEs to the Small- and 
Medium-sized Practices Forum (SMP Forum), a forum 
established by the Federation of European Accountants 
(FEE) to work on specific matters of importance to SMPs and 
SMEs in early 2013. The meeting represented an opportunity 
to have a constructive discussion about the current IFRS for 
SMEs requirements and for the participants to share their 
views on what needs to be changed in IFRS for SMEs.

meeting insurance europe on the 
role of the Business model

On 6 February 2014, EFRAG project managers Ralitza 
Ilieva and Rasmus Sommer presented EFRAG’s views on 
the role of the business model in financial reporting and 
the implications for the IASB Conceptual Framework for 
Insurance Europe.

ifrs regional policy forum

Following the closing of IFASS meeting, the Institute of 
Chartered Accountants of India hosted the IFRS Regional 
Policy Forum in New Delhi on March 8th and 9th. 

The Forum is the one of the most important international 

liaising with staKeholders

events for policy makers, regulators, National Standards 
Setters, preparers and users to share their experiences 
and discuss IFRS-related policy issues. It also provides a 
platform to the policy makers in the Asian-Oceania region 
to keep abreast of the developments in IFRS with a view 
to facilitate smooth implementation and convergence with 
the IFRS in the region. Panellists from Singapore, Indonesia 
and South Korea shared their experiences in the adoption 
of IFRS. 

As a sign of EFRAG’ status on the international scene, 
EFRAG was invited to participate to two sessions. On the 
first day, Deputy Research Director Filippo Poli debated with 
the IASB Chairman Hans Hoogervorst and other panellists 
around the role of prudence in IFRS and illustrated the 
European perspective from the series of Bulletins on 
Conceptual Framework. On the second day, he joined ASBJ 
Board member Tomokazu Sekiguchi and Korean ASB Senior 
Technical Manager Deahyun Kim in a discussion on post-
acquisition accounting for goodwill. 

The forum showed that Indian constituents acknowledge 
that moving to IFRS is an important step for the Indian 
economy but also highlighted a number of concerns around 
certain aspects of IFRS, such as implementation issues 
with fair value, lack of guidance for business combination 
under common control (frequent in India) and need for clear 
answers on specific transactions of common use in the 
country.

Better finance conference 
challenges and opportunities for 
the next 5 years

On 28 March, EFRAG Director Saskia Slomp and 
Communications Manager Nathalie Saintmard attended 
the Better Finance conference on How to restore European 
households’ confidence in long-term savings and 
investment that was held at the European Parliament.

Introduced by Jean Berthon, President of EuroFinUse, 
Pervenche Berès, MEP ECON Committee and Olivier Guersent, 
representing Commissioner Barnier, the conference was 
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centered around the aftermath of the financial crisis, the 
role played by smaller investors became key as well as the 
need to better protect and inform them. 

The European Parliament and Commission have worked 
as swiftly as possible on a number of measures and bank 
reforms throughout 2013 to avoid having tax-payers refund 
risky banking activities, establish a 3-pillar banking union, 
reach agreement over a single resolution mechanism to 
deal with failing banks, improve surveillance mechanisms, 
inform investors on investment products with the mandatory 
KID (key information document).

Investing in real economy by protecting small investors will 
help recover financial stability in Europe.
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efrag cautiously welcomes iasB-
fasB Joint transition resource 
group on revenue recognition 

The IASB and the FASB have announced plans to create a 
joint transition resource group focused on the upcoming 
final converged Standard on revenue recognition.

The transition group will be responsible for informing the 
IASB and the FASB about interpretive issues that could arise 
when companies, institutions, and other organisations 
implement the revenue recognition standard.  It will solicit, 
analyse, and discuss stakeholder issues that apply to 
common transactions that could reasonably create diversity 
in practice. In addition to providing a forum to discuss the 
application of the requirements, the transition group will 
provide information that will help the Boards to determine 
what, if any, action will be needed to resolve that diversity. 
The group itself will not issue guidance.

The transition group will convene for a limited period once 
the standard is issued and its main activities are expected 
to occur in the period prior to the standard’s mandatory 
implementation date in 2017.

The transition group will consist of 10 to 15 specialists 
representing financial statement preparers, auditors, 
regulators, users, and other stakeholders as well as 
members of the IASB and FASB. Transition group members 
will be announced after the final standard is issued. The 
IASB and FASB currently expect to publish the new Standard 
in the second quarter of 2014.

highlighting iasB proposals

Stakeholders will be encouraged to submit implementation 
issues to the transition group as they arise and guidance 
for submitting issues will be posted on the websites of both 
boards with the new standard.

EFRAG has decided to apply to participate in the group as 
an observer, as this process cannot but be regarded as an 
important part of the IASB’s standard setting process. It is 
therefore necessary that EFRAG be officially involved, beyond 
the necessary  close monitoring of  the activities of the 
group. In the view of EFRAG, it is essential that Standards 
are clear and that known and common application issues 
are considered before Standards are issued. EFRAG strongly 
encourages the IASB not to make ad hoc decisions, rather to 
think thoroughly and propose adjustments to its standard 
setting process that strongly enhance the level of its quality 
control. EFRAG continues to believe that a form of public 
fatal flaw review step or pre-implementation phase is 
necessary.

This being said, there could be special and limited issues 
that have not been considered in the Standard or only 
become apparent after the Standard has been issued. To 
ensure a consistent application in those limited cases and 
to reduce the costs of preparers in trying to interpret the 
Standard, EFRAG thinks that the transition resource group 
can be helpful.

focus on macro hedging

In September 2010, the IASB started its discussions 
on accounting for macro hedging with the objective to 
develop a hedge accounting model that is suitable to open 
portfolios that are dynamically hedged. The model should 
improve the usefulness of financial statements by aligning 
accounting requirements to an entity’s risk management 
activities. Originally, this project formed part of the IASB’s 
overall project on financial instruments; however, to avoid 
delaying IFRS 9, the IASB decided in May 2012 to decouple 
the project from IFRS 9. A discussion paper on accounting 
for macro hedging is expected to be published in April 2014.

The reason for developing a new standard is that the 
existing hedge accounting guidance in IAS 39 or IFRS 9 
is not suitable for hedge accounting of net risk positions 

efrag strongly encourages the iasB not 
to maKe ad hoc decisions, rather to thinK 
thoroughly and propose adJustments 
to its standard setting process that 
strongly enhance the level of its quality 
control. efrag continues to Believe that 
a form of puBlic fatal flaw review step 
or pre-implementation phase is necessary.



of open portfolios. Indeed compliance with IAS 39 calls 
for artificial sets of designations/de-designations which 
led to the European well known carve-out. The new macro 
hedging model would simplify the requirements by aligning 
them, where possible, to what dynamic risk management 
does in practice. The final standard is needed to  remove 
the need for the IAS 39 carve-outs that are currently applied 
by some European banks. The new model is expected to be 
based on the portfolio revaluation approach where both 
contractual and behaviouralised cash flows are taken into 
account in revaluing risk exposures under dynamic risk 
management. It will focus on dynamic risk management of 
interest rate risk in banks with the expectation that it can 
apply to insurance companies and other industries. 

In 2013, the EFRAG Technical Experts Group (EFRAG 
TEG) held seven educational sessions on the application 
of dynamic risk management in practice. Five of those 
sessions were presented by European banks, one by a 
European insurance group and one session by a European 
corporate. The educational sessions covered a number 
of approaches to economic macro hedging and EFRAG 
TEG members discussed whether and how these existing 
practices could be accommodated by a future macro hedge 
accounting model. Further educational sessions were 
presented by EFRAG staff.

the new macro hedging model would 
simplify the requirements By aligning 
them to what dynamic risK management 
does in practice. the final standard is 
needed to  remove the need for the ias 39 
carve-outs that are currently applied By 
some european BanKs.

EFRAG, together with EFFAS/ABAF and the IASB will hold on 
7 July 2014 the second in their series of joint events, 
‘Reflecting dynamic risk management through macro 
hedging?’ The event will consider how accounting for macro 
hedging can improve analysis of banks and insurers and is 
an opportunity for investors, analysts and other users of 
financial statements to learn from banking and insurance 
industry representatives and explore real life examples.    

We encourage our constituents to participate in the event.

EFRAG is getting prepared to be able to issue a draft 
comment letter on macro hedging within two months  after 
the IASB publishes the discussion paper.

7
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implementation of the maystadt 
review

The Maystadt report was published early November 2013 
following the mandate given to Philippe Maystadt as adviser 
of Commissioner Barnier in March 2013. At the ECOFIN 
Council meeting on 15 November 2013, Philippe Maystadt 
presented to the Finance Ministers his recommendations 
for enhancing the EU’s role in international accounting 
standard-setting. Those recommendations received wide 
support from the Member States.

On 4 February 2014 Commissioner Barnier prolonged 
Philippe Maystadt’s mission in order to supervise 
appropriate follow up of het implementation of the reform 
of EFRAG. The extended mission of Phlippe Maystadt 
has facilitated the swift implementation and ensures 
an adequate and timely follow up of the EFRAG reform. 
Philippe Maystadt represents the EC in the implementation 
of the reform process of EFRAG’s governance. 

In the beginning of April, the EFRAG Supervisory Board 
approved the proposed amendments to the EFRAG 
Statutes and the EFRAG Internal Rules for submission 
to EFRAG’s current Member Organisations and EFRAG’s 
additional future members (including the National Funding 
Mechanisms that contribute to the EFRAG funding today) for 
internal consultation within their respective organisations 
during one month.

The amendments to the EFRAG Statutes allow for the 
extended membership of EFRAG, specify the financing 
commitments and include the new decision-making 
responsibilities of the Board. The statutes embrace the 
consensus principle but specify fallback procedures in case 
consensus cannot be reached. The proposed amendments 
to the EFRAG Internal Rules address the nomination, 
composition and responsibilities of the new Board and its 
committees as well as the advisory role of EFRAG TEG and 
the EFRAG Consultative Forum of Standard Setters (CFSS) 
as a consultative body to the Board and EFRAG TEG.

It is intended that in the first half of June the EFRAG General 
Assembly will be called to approve the amendments to the 
EFRAG Statutes and the Internal Rules. The date by which 

spotlight on topical issues spotlight on topical issues spotlight on topical issues 

both the statutes and internal rules will become effective 
will be set at a later date in the period July-September to 
allow for the new Board, including the President of the 
EFRAG Board, to be nominated. This approach will enable 
the new Board to start working and be operational as from 
the effective date and EFRAG TEG will assume its advisory 
role.

During the implementation of its governance reform till 
when the new Board is ready to operate, EFRAG goes on 
with its technical work in EFRAG TEG, with the support of 
specialised EFRAG Working Groups, EFRAG User Panel and 
EFRAG staff and in close cooperation with the National 
Standard Setters in Europe in order to exercise a strong 
influence over the development of IFRS on behalf of Europe. 

focus on separate financial 
statements

It is widely accepted that financial statements presented by 
a parent company or an investor, whether prepared under 
IFRS or local GAAP, provide decision-useful information. 
For example, they provide information about an entity’s 
capability to generate cash flows to repay debt or distribute 
dividends, and information about existing guarantees. 
They provide information on intra-group relationships and 
economic inter-dependencies. They also serve a critical 
role in determining compliance with legal requirements 
in numerous jurisdictions. But the option in the 2002 IAS 
Regulation enabling Member States to permit or require 
non-listed companies to prepare their annual accounts in 
conformity with IFRS has revealed a number of potential 
problems if IFRS is applied in the separate financial 
statements.

the option in the 2002 ias regulation 
enaBling memBer states to permit or 
require non-listed companies to prepare 
their annual accounts in conformity with 
ifrs has revealed a numBer of potential 
proBlems if ifrs is applied in the separate 
financial statements.

http://ec.europa.eu/internal_market/accounting/governance/reform/index_en.htm


For instance, there are practical concerns about the rel-
evance of some of the requirements because IFRS is silent 
or unclear about how to deal with some accounting issues 
in these statements. An example is a common control 
transaction between a parent company and a subsidiary 
that is not necessarily structured or priced on an arm’s 
length basis. Similarly, as disclosure requirements in IFRS 
are often focused on consolidated financial statements, the 
question has been raised, whether these requirements may 
have to be amended to properly deal with disclosures within 
the context of separate financial statements. And there is 
also a debate whether or not separate financial statements 
should have a different or modified objective from con-
solidated financial statements. Finally, the OIC and EFRAG 
joint proactive project on Accounting for Business Combi-
nations under Common Control (BCUCC) highlighted that 
further work on the application of IFRS in separate financial 
statements was needed.

This project, carried out in partnership between EFRAG, the 
Italian Standard Setter (OIC), the Spanish Standard Set-
ter (ICAC) and the Dutch Standard Setter (DASB), aims to 
address these concerns and to answer these questions, 
by considering how financial statements (other than con-
solidated financial statements) are used in Europe for eco-
nomic decision making, analysing the technical financial 
reporting issues that arise when preparing such financial 
statements under IFRS, and proposing solutions to the 
identified issues. The work is progressing and the ambi-
tion is to publish a discussion paper in the third quarter 
of 2014.
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staff update

EFRAG would like to thank Pieter Dekker for his 4-year 
outstanding contribution to the technical work of EFRAG 
and his dedication to the EFRAG staff. We wish him well on 
his future endeavours!

EFRAG will welcome Patricia McBride as its new Technical 
Director starting May 2014. Patricia has held several 
positions on the standard-setting scene overseas and shows 
tremendous expertise in the field of accounting standards.

We regret that Sheenagh Williams, who recently joined the 
staff, actually has to go back to the UK due to a change in 
her partner’s career plans. We wish her well!

@ efrag 



in our next edition:

•	 patricia mcBride: new efrag technical director

•	 first insights into accounting for macro-hedging

•	 rate-regulated activities: what does the european industry have to say?

•	 understanding the new efrag

efrag receives financial support from the european union-dg internal market and services. the contents of this brochure are 
the sole responsability of efrag and can under no circumstances be regarded as reflecting the position of the european union.
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