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Background

This Need to know outlines the proposals set out in ED/2021/3 Disclosure Requirements
in IFRS Standards – A Pilot Approach: Proposed amendments to IFRS 13 and IAS 19 (the ED),
published by the International Accounting Standards Board (Board) in March 2021.

Draft guidance for the Board when
developing and drafting disclosure
sections in IFRS Standards

• The ED presents draft guidance that the Board would use to develop disclosure
requirements that result in more decision-useful information in financial statements.

The proposed amendments

• Applying the draft guidance, the Board would

Alternative view
Effective date and transitional
provisions
Further information

– Require entities to comply with overall disclosure objectives that describe the
overall information needs of users of financial statements
– Require entities to comply with specific disclosure objectives that describe the
detailed information needs of users of financial statements
– Identify items of information to meet each specific disclosure objectives. The
Board would identify the items of information that an entity is required to disclose
and those that that are examples of the information an entity may disclose to
meet the specific disclosure objectives.
• The Board decided to test the draft guidance on two Standards, IAS 19 and IFRS 13,
by reviewing the disclosure requirements in those Standards under the aspects of
the draft guidance. Based on this, the Board developed draft amendments to the
disclosure requirements in the two Standards, also included in the ED.
• The ED does not propose an effective date, however early application is proposed to
be permitted. If finalised, the amendments would apply prospectively from the date
of initial application of the amendments.
• The comment period for the ED ends on 21 October 2021.

For more information please see the
following websites:
www.ukaccountingplus.co.uk
www.deloitte.co.uk
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Background
In 2017, the Board published Discussion Paper DP/2017/1 Principles of Disclosure as a result of a research project
aimed at understanding concerns expressed about information provided in financial statements and considered
how the Board could address the problem of disclosures not providing enough relevant information and too much
irrelevant information.
Many respondents to the DP highlighted the ‘checklist’ approach, which views disclosures as a compliance exercise
rather than as a means of effective communication with users of financial statements, as a significant factor
contributing to the disclosure problem.
Stakeholders considered that the Board’s way of developing and drafting disclosure requirements in IFRS
Standards is partly responsible for this ‘checklist’ approach, because:
• The Board uses prescriptive language like ‘shall disclose’ or ‘as a minimum’
• There is a high volume of prescriptive disclosure requirements
• Often there are no specific disclosure objectives
• The interaction between the disclosure objectives and the prescriptive requirements is not clear
• Disclosure sections are drafted inconsistently
The Board acknowledged these concerns and decided to set up a project that follows a four-step approach:
• Step 1—Develop draft guidance for the Board to use when developing and drafting disclosure sections
• Step 2—Select two Standards on which to apply the draft guidance
• Step 3—Test the draft guidance by applying it to those Standards
• Step 4—Prepare an ED of amendments to those Standards, incorporating the draft guidance
Draft guidance for the Board when developing and drafting disclosure sections in IFRS Standards
The draft guidance (Step 1 above) is part of the consultation. The draft guidance addresses how the Board will seek
to use disclosure objectives, develop the content of disclosure sections in IFRS Standards and draft disclosure
sections in IFRS Standards. In particular, it explains how the Board will modify the disclosure requirements in IFRS
Standards to enhance the use of judgement.
How the Board will use disclosure objectives
The Board will use overall disclosure objectives as well as specific disclosure objectives in the disclosure section of
an IFRS Standard. The Board will also seek to describe disclosure objectives in IFRS Standards using language that
encourages the application of judgement.
Overall disclosure objectives will:
• Describe the overall information needs of users of financial statements
• Require entities to disclose information that meets those needs
• Provide helpful context about the overarching and critical needs of users of financial statements
• Incorporate broad considerations that entities are required to consider when applying the specific disclosure
objective in an IFRS Standard
• Prompt entities to consider whether the totality of the information provided by complying with the specific
disclosure objectives in an IFRS Standard meets overall user information needs
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Specific disclosure objectives will:
• Describe detailed information needs of users of the financial statements
• Require an entity to disclose all material information to achieve the objectives
• Help entities applying judgement as to whether the information is material to their financial statements
• Be accompanied by a separate paragraph that provides context by explaining what the information is intended
to help users of financial statements do
The Board will develop items of information that an entity may, or in some case is required to, disclose to meet
each specific disclosure objective. When developing specific disclosure objectives, the Board will balance entityspecific information with comparable information.
The Board will describe disclosure objectives in IFRS Standards in a way that aims to shift the focus from meeting a
‘checklist’ of disclosure requirements to considering whether a specific disclosure objective has been satisfied. The
Board will achieve this by:
• Using prescriptive language to require entities to comply with disclosure objectives in the Standards (‘shall’)
• Typically using less prescriptive language when referring to items of information to meet the specific disclosure
objectives (‘while not mandatory, the following information may enable an entity to meet the disclosure
objective’)
How the Board will develop the content of disclosure sections in IFRS Standards
When developing disclosure sections of IFRS Standards, the Board will seek to:
• Understand the issue(s)
• Understand the needs of stakeholders
• Understand what disclosures are required to support proposed recognition and measurement requirements •
Perform a cost-benefit analysis
• Understand and document the effects of disclosure proposals
How the Board will draft disclosure sections in IFRS Standards
The Board will take a number of other steps to ensure that disclosure sections of IFRS Standards are drafted in a
way that clearly communicates their intent. In particular, the Board will:
• Use consistent language across IFRS Standards
• Format and present the disclosure sections in IFRS Standards
• Link related requirements and guidance across IFRS Standards and other publications
Observation
The draft guidance is not a Standard. However, once finalised, the Board will apply the guidance in developing
and drafting disclosure sections of IFRS Standards in the future. The Board expects that the broad application
of the guidance will have a significant effect on the behaviour of entities, auditors and regulators by
highlighting the need for judgement. Compliance will be achieved if the information provided effectively meets
the disclosure objectives.
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The proposed amendments
In 2017, the Board published Discussion Paper DP/2017/1 Principles of Disclosure as a result of a research project
aimed at understanding concerns expressed about information provided in financial statements and considered
how the Board could address the problem of disclosures not providing enough relevant information and too much
irrelevant information.
Amendments to IAS 19
Disclosures on defined benefit plans
The Board proposes an overall disclosure objective that requires an entity to disclose information that enables
users of financial statements to:
• Assess the effect of defined benefit plans on the entity’s financial position, performance, financial position and
cash flows; and
• Evaluate the risks and uncertainties associated with the entity’s defined benefit plans
The proposed specific disclosure objectives for defined benefit plans would require information about:
• Amounts, and components of those amounts, in the primary financial statements relating to defined benefit
plans
• The nature of, and risks associated with, defined benefit plans, including strategies that the entity has in place to
manage the plans and its associated risks
• Expected effects of the defined benefit obligations recognised at the end of the period on the entity’s future
cash flows, and the nature of those effects
• The period over which payments will continue to be made to members of defined benefit plans that are closed
to new members
• Significant actuarial assumptions used to determine the defined benefit obligation
• Significant reasons for changes in the amounts in the statement of financial position that relate to the defined
benefit plans from beginning to the end of the reporting period
Observation
IAS 19 currently requires disclosure that enables users of financial statements to understand the sensitivity
of the defined benefit obligation to different assumptions. However, the Board decided against developing a
specific disclosure objective that would require an entity to provide this information. This decision is based on
feedback suggesting that the information provided in response tothe requirements in IAS 19 is typically costly
to prepare and is not the most useful information to users. The Board concluded that the critical information
needs of users of financial statements would be met by complying with the specific objective to disclose
information about measurement uncertainties associated with the defined benefit obligation.
Disclosures on defined contribution plans
The Board proposes an overall disclosure objective that requires an entity to disclose information that enables
users of financial statements to understand the effect of defined contribution plans on the entity’s financial
performance and cash flows.
The Board does not propose specific disclosure objectives for defined contribution plans.
Disclosures on multi-employer defined benefit plans and defined benefit plans that share risks between entities
under common control
The Board proposes that an entity that accounts for its participation in a multi-employer defined benefit plan (or
in a defined benefit plan that shares risks between entities under common control) as a defined contribution plan
would be required to comply with the:
• Overall disclosure objective for defined contribution plans
• Specific disclosure objective about the nature of, and risks associated with, defined benefit plans
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The Board proposes that an entity that accounts such plans as defined benefit plans would be required to comply
with the overall disclosure objective and specific disclosure objectives for defined benefit plans.
Disclosures on other types of employee benefit plans
The Board proposes overall disclosure objectives that require an entity to disclose information that enables users of
financial statements to understand:
• The effect that short-term employee benefit plans have on the entity’s financial performance and cash flows
• The nature of other long-term employee benefits and the effect that those benefits have on the entity’s financial
performance, financial position and cash flows
• The nature of termination benefits and the effect that those benefits have on the entity’s financial performance,
financial position and cash flows
Amendments to IFRS 13
The Board proposes to replace the existing disclosure requirements in IFRS 13 with a new disclosure section
containing the following overall and specific disclosure objectives
Assets and liabilities measured at fair value after initial recognition
The Board proposes an overall disclosure objective that requires an entity to disclose information that enables
users of financial statements to evaluate the entity’s exposure to uncertainties associated with fair value
measurements. The information should enable users of financial statements to understand:
• The significance of the classes of assets and liabilities measured at fair value for the entity’s financial position and
performance
• How the fair value measurements have been determined
• How changes in those measurements have affected the entity’s financial statements at the end of the reporting
period
The proposed specific disclosure objectives would require an entity to disclose information about:
• The amounts, nature and characteristics of each class of assets and liabilities measured at fair value after initial
recognition and how the characteristics relate to the categorisation of those classes of assets and liabilities in
the fair value hierarchy
• The significant valuation techniques and inputs used in determining fair value measurements
• The alternative fair value measurements that were reasonably possible at the end of the reporting period
• Significant reasons for changes in the fair value measurements from the beginning to the end of the reporting
period
Alternative view
Three Board members voted against the publication of the ED because of concerns about the draft guidance. In
particular, they believe that developing objective-based disclosure requirements without requiring that specific
items of information be disclosed will
• Increase enforcement challenges
• Be burdensome for preparers of financial statements and increase reliance on materiality judgements; and
• Impair comparability by introducing a more flexible approach to disclosures
Effective date and transitional provisions
The ED does not include an effective date for the proposed amendments to IAS 19 and IFRS 13. Earlier application
is proposed to be permitted.
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Should the amendments be finalised, the Board proposes that an entity applies the amendments prospectively
from the first annual reporting period beginning on or after the effective date.
The comment period for the ED ends on 21 October 2021.
Further information
If you have any questions about the draft guidance or the proposed amendments to IAS 19 and IFRS 13, please
speak to your usual Deloitte contact.

The Deloitte Accounting Research Tool (DART) is a comprehensive online library of accounting and financial
disclosures literature. GAAP in the UK on DART allows access to the full IFRS Standards, linking to and from:
• Deloitte’s authoritative, up-to-date, iGAAP manuals which provide guidance for reporting under IFRS
Standards; and
• Model financial statements for entities reporting under IFRS Standards.
To apply for a subscription to DART, click here to start the application process and select the iGAAP package.
For more information about DART, including pricing of the subscription packages, click here.
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