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OBJECTIVE

* The lASB published the ED in March

The objective of this session is to seek comments from 2024 and started its redeliberations

EFRAG FR TEG-CFSS on selected aspects of the proposed on the proposals in January 2025.
disclosure requirements in the Exposure Draft Business EFRAG 's submitted a CL to the IASB
Combinations - Disclosures Goodwill and Impairment (ED)
(slide 3)

in July 2024.

* In addition to this presentation, the
ASAF presentation is provided as a
background paper — agenda paper
09-02. Some of the slides in the
ASAF presentation have been
reproduced in this presentation.

Questions to EFRAG FR TEG-CFSS members are on slides
27-29
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https://www.ifrs.org/content/dam/ifrs/project/goodwill-and-impairment/exposure-draft-2024/iasb-ed-2024-1-bcdgi.pdf
https://www.efrag.org/sites/default/files/sites/webpublishing/SiteAssets/EFRAG%20Final%20Comment%20Letter%20-%20IASB%20ED-2024-1%20-%20BC-DGI.pdf
https://efrag.sharefile.com/home/shared/fo2233dc-0aee-4106-8138-a1f7941a6607
https://efrag.sharefile.com/home/shared/fo2233dc-0aee-4106-8138-a1f7941a6607
https://efrag.sharefile.com/home/shared/fo2233dc-0aee-4106-8138-a1f7941a6607
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TOPICS TO BE COVERED

« TOPIC 1 - Statement on whether performance

of business combination is meeting targets
(slides 5—12)

« TOPIC 2 - Population of business combinations
for expected synergy information (slides 13-19)

« TOPIC 3 - Basis of preparation for targets and
expected synergy information (slides 20-25)

At its meeting in October 2025, the IASB discussed staff initial
views on these topics and agreed to gather additional
feedback from users and other stakeholders before taking a
final decision.

(W EFRAG
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ED proposals: General proposals about an acquisitions’performance

I
In year of | o
. . In years after acquisition
acquisition |
I

Material = Expected
M&AS synergies®
= Strategic
rationale for
the M&A

Strategic
M&As = Key

objectives \ |
and targets performance is meeting

for an M&A* expectations (e.g. interim targets)*

Actual performance of the M&A
Statement of whether the actual

*Exemption available if requirements are met

Copyright of the IFRS Foundation.
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Topic 1 - Statement on
whether performance of
business combination is

meeting targets
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ED proposals: Information on performance of a business combination

What information?

Based on information reviewed by an entity’s key
management personnel, disclose:

+ Acquisition-date key objectives and targets for
a business combination

« Subsequent performance against those
targets

+ Qualitative statement on whether performance
of business combination is meeting or has met
management’s expectation®

*Topic for this meeting’s discussion

Copyright of the IFRS Foundation.
All rights reserved.

For how long?

Information required for as long as key
management personnel review the
performance of that business combination

Additional information required if:

+ key management personnel do not start
reviewing the performance of an M&A

* key management personnel stop reviewing
the performance of an M&A before the end of
the second year after the year of acquisition
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ED proposals: Statement on whether expected targets are being met

lllustrative example — M&A objectives and targets, performance updates, and qualitative statement of
performance

An entity discloses its objectives and targets for an M&A:

« The target for an M&A is to increase revenue from North America by 45% in 3 years.

In year 1, the entity discloses subsequent performance against its targets:
« revenue from North America increased by 20%; and

« a statement on whether the 20% increase is meeting the 45% target.

What did the IASB consider in developing the Exposure Draft: The |IASB considered that the statement
about whether performance information is meeting expectations could be particularly useful if the entity has
applied the exemption to information about its key objectives and related targets. In such a situation, actual
performance information alone might be insufficient to help users assess an M&A's performance.

Copyright of the IFRS Foundation.
All rights reserved.
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ED Proposals — IASB rationale on quantitative statement

The guantitative statement
particularly useful if an entity has
applied the exemption to
information about an acquisition-
date key objective and related
targets (KOTSs)

e Users would be unable to assess the
performance of a business combination
using only the information about its actual
performance. Users also need the
contextual information provided by either
the acquisition-date KOTs, or a qualitative
statement about actual performance.

Some IASB members
considered that an entity
would find it difficult to
disclose a quantitative
statement on performance

when it used the
exemption at acquisition
date (may need to disclose
information for which it
was exempt)
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Feedback received on ED

A few respondents said it could be difficult for  For example, whether the performance of the business

entities to determine whether performance combination in the first financial period after the

: ) ) ) ) business combination - an increase in revenue of X%—
of a business combination is meeting targets - is meeting a KOT to increase in revenue by Y% by year
and for auditors to verify that. 3 (3-year revenue target).

In its FCL, EFRAG did not specifically comment on the quantitative statement. However,
EFRAG noted the concerns of some IASB members when developing the ED (see slide 8).
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IASB staff initial views in response to feedback

The IASB staff noted the challenges of requiring a quantitative statement. Overall, the staff

noted:

e an entity might need to apply judgement to assess whether actual performance is meeting its
target

e it might be difficult for auditors to verify the reasonableness of management’s assessment in
some situations

e users might be able to form their own assessment of actual performance without the
statement

e proposed to consult with auditors and users before making a final recommendation.

The IASB discussed the staff views at its meeting in October 2025 - no decisions were

taken — the IASB agreed with the IASB staff to consult further.
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EFRAG Secretariat analysis

* Applying the proposals, an entity would be required to disclose
(1) actual performance and

(2) a qualitative statement of whether actual performance is meeting or has met the KOTs
(management approach). *

*The proposed exemption could apply to (1) and (2).

« Acknowledge that an entity is likely to apply the exemption to the qualitative

statement about actual performance if it used the exemption for the acquisition
date KOTs.

* The quantitative statement could indirectly require the entity to disclose

information about an acquisition-date KOT even though that information could
be exempt.
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Views from EFRAG User Panel discussion (13 November 2025)

| nformation on perfo rmance Of 3 bUSi ness to understand why the entity did not impair acquired assets including goodwill
$ . . to understand how management deals with big capital investments
combination was very useful: (stewardship role)

[e-] Suchinformation should be disclosed in the financial statements

= One member considered that the management approach might not work — the actual
=m=  performance will only be known once there is a change in management

h EFRAG User Panel members, similar to preparers, acknowledged that this information
Ala might be difficult to audit and entail certain legal risks or relate to sensitive information
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TOPIC 2 - Population of
business combinations for
expected synergy information
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ED proposals - Expected synergy information

For each material business combination that occurs during a reporting period and in

aggregate for individually immaterial business combinations that are material collectively:

e describe expected synergies from a business combination by category (for example, revenue
synergies, cost synergies and each other type of synergy);

e for each category of synergies:
> the estimated amounts or range of amounts of the expected synergies;
» the estimated costs or range of costs to achieve these synergies; and

> the time from which the benefits expected from the synergies are expected to start and how
long they will last.

Only in the year of acquisition
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Feedback received on ED

Most respondents, including EFRAG, disagreed with the proposals on expected synergy information

Users generally agreed with the proposals

Many respondents raised auditability concerns and a possible audit expectation gap

Some respondents, particularly preparers and preparer groups suggested requiring expected synergy
information only for strategic business combinations

A few respondents asked whether the proposed information was for all business combinations or only
those resulting in goodwill being recognised. An entity might not recognise goodwill in a bargain purchase
business combination but may still expect synergies from that business combination
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|ASB staff initial views in response to feedback

 The IASB staff initial views:

Clarify that information on expected synergies required only when part of the
acquisition decision at the acquisition date (a ‘'management approach’)

Not define the term ‘synergy’

Not require expected synergy information for individually immaterial business
combinations

Require expected synergy information only for strategic business combinations
(impose less costs and address some concerns such as auditability, litigation risk or
commercial sensitivity)

Unlikely for an entity to expect synergies in a bargain purchase - expected
synergies arise typically when there is goodwill present
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IASB discussion in October 2025

The IASB members noted that it was important:

e to clarify what the IASB intended by requiring information on expected synergy at the acquisition date (stressing
the management approach and the linkage to the price paid)

¢ to understand whether requiring information on expected synergies only for strategic (rather than material)
business combinations would meet user needs

e to understand whether to require disclosure of expected synergy information only for business combinations for
which an entity recognises goodwill would meet user needs — IASB members provided examples of situations

where a bargain purchase could encompass synergies (such as acquiring a “troubled’”” company that the acquiror
could “fix"’)

* One IASB member suggested exploring combining the existing requirement in IFRS 3 to provide qualitative
information on expected synergy with the proposed qualitative requirement

The IASB agreed with the IASB staff to conduct further outreach before making a final

decision
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EFRAG Secretariat analysis

“s»  Support the suggestion to require information on expected synergy only for strategic business combinations (aligning with
population on expected targets)

— Think that an entity should not be required to provide expected synergy information for individually immaterial business
combinations if that information is not available

Agree that clarity is needed on what information on expected synergies should be disclosed. Similar to a KOT, we think that the
9 intention of providing expected synergy information is to help users understand why management paid the price they did for a
business combination

\/ Agree to make clear that the information on expected synergies is that expected at the acquisition date (when agreeing the price

for that business) and not at a later period (end of the measurement period)

Do not agree that synergies only exist when goodwill arises.
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@ EFRAG
EFRAG User Panel discussion (13 November 2025)

« EFRAG User Panel members considered
useful to disclose expected synergy
information for material business
combinations and individually immaterial
business combinations because:

* It provided a point of stewardship

* It was important to quantify the business
combination opportunities

« Members did not object to having expected
synergy information only for strategic
acquisitions

* Members considered that in practice
situations where no goodwill was
recognised in a business combination and
for which synergies had to be disclosed,
would be rare EFRAG FR TEG-CFSS meeting 26 November 2025 19




TOPIC 3 - Basis of preparation
for targets and expected
synergy information
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ED proposals - Basis of preparation for targets and expected synergy

information

* key objectives and targets (KOTs) for a subset of business
combinations

e expected synergy for all material business combinations

In the year of acquisition, entity
should disclose:

e actual performance against those expected objectives

n th : T —
n the years arter acquistion and targets

The ED did not propose an
entity to provide the basis of

preparation for the required
information
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Feedback received on ED

KOTs for business combinations might be based on measures not defined
in IFRS Accounting Standards (for example, market share or EBITDA)

‘Synergy’ is not defined so there could be diversity in how entities
calculate the information

A few respondents suggested requiring an entity to disclose the basis of
preparation for targets
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|ASB staff initial views in response to feedback

inform users of what the target represents (if not defined in IFRS

The IASB staff consider that reCIUiring an Accounting Standards) or of significant judgements in
determining the amounts (for example, allocation of central costs

entity to disclose the basis of if the target is segment operating profit); and

preparation could: help mitigate stakeholders’ concerns relating to auditability and
audit expectation gap

Disclosing the information should not be costly for preparers as management
know how they plan to (and subsequently do) measure the achievement of the
targets / how they measured expected synergies at the acquisition date

Consult with prepares to identify any concerns to disclose the basis of
preparation and with users to understand how useful this information would be
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@ EFRAG
JASB discussion in October 2025/ EFRAG Secretariat analysis

IASB members generally agreed with the IASB staff initial views and
suggestions noting that having the basis of preparation would be helpful to
both users and auditors

The EFRAG Secretariat generally agrees with the IASB staff initial views (slide
23) and the benefits for users of requiring an entity to disclose the basis of
preparation for a target
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@ EFRAG
EFRAG User Panel discussion (13 November 2025)

Members agreed with the proposal to disclose information on the basis of
preparation for targets and expected synergy in a business combination

Such information would enhance users’ understanding of the transaction
and would be useful to reconcile the price paid at acquisition date
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Questions to EFRAG FR TEG-
CFSS members
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Questions to EFRAG TEG-CFSS members

Quantitative statement

1. Do the benetfits of the statement disclosing whether actual
performance of a business combination is meeting or has met its
targets outweigh the costs of requiring it?

Please explain why or why not. We would be particularly interested
in any feedback on how useful this statement would be to users and
how challenging for auditors to verity
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@ EFRAG
Questions to EFRAG FR TEG-CFSS members (continued)

Expected synergy information - population

1. Should entities only be required to disclose expected synergy information for
business combinations for which they have recognised goodwill? We would be
interested in any feedback on how often entities would expect synergies for business
combinations which do not result in recognised goodwill

2. Should entities be required to disclose expected synergy information for all material
business combinations or only strategic business combinations?

3. Should entities be required to disclose expected synergy information in aggregate
for individually immaterial business combinations? The aggregated information
would only include business combinations for which the entity considered that
information when agreeing the price for the business combination

Please explain why or why not. We would be interested in any feedback on how useful
this information would be to users

EFRAG FR TEG-CFSS meeting 26 November 2025 28



@ EFRAG
Questions to EFRAG FR TEG-CFSS members (continued)

Basis of preparation

1. Would the benefits of requiring an entity to disclose the basis of
preparation outweigh the costs of requiring that disclosure for:

(a) performance information?
(b) expected synergy information?

Please explain why or why not. We would be particularly interested in any
feedback on the potential costs of providing this information
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35 Square de Mee(s, B-1000 Brussels
info@efrag.org - www.efrag.org

EFRAG is co-funded by the European Union
through the Single Market Programme in which
the EEA-EFTA countries (Norway, Iceland and
Liechtenstein), as well as Kosovo participate.
Any views and opinions expressed are however
those of the presenter only and do not
necessarily reflect those of the European Union,
the European Commission or of countries that
participate in the Single Market Programme.
Neither the European Union, the European
Commission nor countries participating in the
Single market Programme can be held
responsible for them.

THANK YOU
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