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This paper has been prepared by EFRAG Secretariat for discussion at a public meeting of the EFRAG
Board. The paper does not represent the official views of EFRAG or any individual member of the EFRAG
Board or EFRAG TEG. The papers are made available to enable the public to follow the discussions in the
meeting. Tentative decisions are made in public and reported in EFRAG Update. EFRAG positions as
approved by the EFRAG Board are published as comment letters, discussion or position papers or in any
other form considered appropriate in the circumstances.

Objective

1 First discussion to obtain input for EFRAG’s Draft Comment Letter on the Request
for Views 2015 Agenda Consultation (IASB RfV).

SUMMARY

Main questions for the EFRAG Board

2 The main issues the EFRAG Board is asked to consider are the following (each
of the issues is discussed in detail below following the order of thelASB RfV):

2015 IASB Agenda Consultation

(@) Are there any overall messages the EFRAG Board would want to make or
to raise in questions to constituents?

(b) What are the factors the IASB should use in prioritising the projects in its
work plan and in the allocation of resources? Should wider political factors
play a role?

(c) What is the role of Regional Bodies and National Standard Setters in
providing capacity?

(d) What does the EFRAG Board see as the priorities in the IASB research
programme?

(e) Does the EFRAG Board agree to a lower frequency of the IASB agenda
consultation? What would be the appropriate cycle?

EFRAG proactive work consultation

() Does the EFRAG Board agree to address the effectiveness of EFRAG’s
proactive work and seek views on what form of output has been considered
most useful?

(g) How can the proactive work of EFRAG be coordinated with the IASB whilst
EFRAG remaining an independent contributor?
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The balance of IASB’s projects (question 1)
Summary of the IASB RfV

3

The projects on IASB’s work plan are classified into three main categories reflecting
the three main phases of standard-setting activity: research projects; Standards-
level projects; and maintenance and implementation projects. The research
programme was introduced in response to the 2011-12 agenda consultation.

The purpose of the research programme is to analyse possible financial reporting
problems by collecting evidence on the nature and extent of perceived shortcomings
and assessing potential ways to improve financial reporting or to remedy a
deficiency. The main output of the research programme is the publication of
Discussion Papers and Research Papers for public comment. The analysis in those
papers, together with the comments from interested parties, will help the IASB to
decide whether it should start a Standards-level project. Not all research leads to a
Standards-level project.

Assessment-stage research projects are undertaken to identify and assess practical
application issues in order to understand whether there is a financial reporting
problem and to consider what further action, if any, is needed. Once the assessment
stage is complete, the project will typically either move into the development stage,
be suspended or be removed from the research programme. For development-
stage research projects, the IASB has completed the preliminary assessment and
decided that the project warrants further investigation. The main focus of
development-stage projects will be assessing whether the IASB can identify a
solution to the financial reporting problem and describing what form that solution is
likely to take.

A Standards-level project is a project that develops a new Standard or substantially
amends an existing Standard. The IASB will start a Standards-level project only
when it has sufficient evidence that the problem is defined properly and that the staff
have identified possible solutions that are of high quality and are implementable.
Before adding a major project to the Standards-level programme, the IASB normally
publishes a Discussion Paper and considers the comments received.

Maintenance and implementation projects are projects to make minor amendments
to existing Standards (narrow-scope amendments and annual improvements) or to
issue formal Interpretations of existing Standards; and Post-implementation
Reviews (in some cases a PIR may lead to a research project, a narrow-scope
amendment or even a Standards-level project). Many of the maintenance and
implementation projects result from submissions to the IFRS Interpretations
Committee.

In its work plan from 31 July onwards the IASB identified five categories of projects
it expects to work on (three categories correspond to the three phases of standard
setting activity, the other two include cross cutting projects that are so significant
that they justify separate mention):

Category IASB’s expectation of the amount of resources to be
allocated in future

Research projects Increase, because of the expansion of the research
programme.
Standards-level projects No overall change.
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Conceptual Framework Significant decrease from 2017, when the Conceptual
Framework project is expected to be completed.

Disclosure Initiative Possibly some reduction towards the end of the period
as individual projects are completed.

Maintenance and Implementation projects | No overall change

The IASB assesses that its current and planned resources will be sufficient to carry
out its current work plan. They note that, if the IASB were to raise its level of activities
significantly above the level of the current work plan, its stakeholders would not have
sufficient capacity to consider the IASB proposals, to provide high-quality feedback
on the proposals and to implement the changes that result from those proposals.
Accordingly, if the IASB focusses more on one aspect of its activities, it will need to
focus less on another aspect of its activities.

In prioritizing individual projects on its work plan and allocating resources to them,
the IASB considers various factors including:

(a) the importance of the matter to those who use financial reports;
(b)  the urgency of the problem to be resolved;
(c) interactions with other current or possible projects;

(d) the complexity and breadth of the problem to be resolved, and the feasibility
of possible solutions being developed,;

(e) the capacity of stakeholders to respond to proposals, both as individual
proposals and across the work plan as a whole;

(f)  the overall balance of the work plan and the overall balance in the pipeline of
research projects that may ultimately come forward to the Standards-level
programme; and

(g) the availability of sufficient time from IASB members and of staff resources

Q1 IASB RfV: The IASB’s work plan includes five main areas of technical
projects:

(@) itsresearch programme;

(b) its Standards-level programme;

(c) the Conceptual Framework;

(d) the Disclosure Initiative; and

(e) maintenance and implementation projects.

What factors should the IASB consider in deciding how much of its resources
should be allocated to each area listed above?

Considerations and questions for the EFRAG Board
EFRAG main comments 2011 IASB Agenda Consultation

12

In its Comment Letter on the 2011 Agenda Consultation of 5 December 2011
EFRAG indicated that the first priority should be to bring the at the time four main
projects (Revenue Recognition, Leases, Financial Instruments and Insurance
Contracts) to a close, which would require substantial resources including proper
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effect studies and field testing. EFRAG requested a period of calm before further
substantial projects were undertaken and a stable platform to ensure proper
understanding by users and preparers of changes made to IFRS, consistent
application of IFRS across jurisdictions and greater consistency in financial
reporting over time.

In its 2011 letter EFRAG called for revising and supplementing the existing
Conceptual Framework, a project that is at present well on its way but still needs
substantial resources before being finalised. EFRAG also requested that the IASB
should give high priority to Business Combinations under Common Control.

EFRAG also called in its 2011 letter to limit the number of projects to be included on
the IASB agenda, taking into consideration the limited resources and time available.

In its 2011 letter EFRAG indicated that agenda decisions should be based on an
assessment of the existing IFRS practice against the evolving needs for improved
financial reporting. In other words, possible evidence supporting new projects may
include: a void in IFRS requirements that is becoming critical; changes in underlying
economics and transactions that result in a loss of relevance of information prepared
under the existing requirements; or evidence from post-implementation reviews, or
surveys of existing financial reporting, that information being prepared under
existing requirements is not effective in meeting users" needs or not so widely used
to justify the cost to prepare it.

As at 31 July the IASB still has to finalise the standards for two of the above projects:
Leases and Insurance Contracts, while IFRS 15 on Revenue Recognition and IFRS
9 on Financial Instruments were substantially delayed. The IASB is currently in the
middle of the consultation on the Conceptual Framework, while Business
Combinations under Common Control is still part of the research programme and is
indicated in the RfV to be in the development phase although limited progress has
been made since 2011. So the requests made by EFRAG in its 2011 letter have
only been partly met.

Considerations on the 2015 Agenda Consultation

17

18

19

20

21

The factors which the IASB uses for prioritising the projects on its work plan and the
allocation of resources are listed in paragraph 10 above. The relative weight of these
factors is not indicated. It is not clear how the IASB has applied those factors
resulting in the current prioritisation in the work plan.

The projects included in the Research programme and hence the list of projects the
IASB could work on is substantial. Research projects could, more than at present,
be outsourced or undertaken jointly with Regional Organisations such as EFRAG
and National Standard Setters in order to enhance the IASB’s capacity. This aspect
is not addressed in the IASB RfV.

There is a lack of visibility at present about how research projects move to from one
stage to another or if some of these projects have been stopped during the
assessment phase without appearing in the work plan. There is no reporting on the
amount of progress, constraints or reasons for the progress or the allocated
resources and their adequacy. The main source of information is at the time when
projects are brought to the IASB Board for consideration.

As indicated most Standards-level projects take substantially longer than originally
envisaged before Standards are published.

The agenda consultation is one source of input used to determine the IASB work
plan. Other sources are IFRS Interpretations Committee, Post-implementation
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Reviews and ad hoc sources. Also bodies like the IFRS Advisory Council and ASAF
can at present be involved in advising on priorities. In between agenda consultation
the IASB should have the possibility to make significant changes to its work plan
and provide transparency on these changes.

Question to the EFRAG Board:

22

23

24

25

26

27

28

Should the IASB focus on a limited number of projects and allocate its resources to
these projects so that the total time span of projects can be shortened?

What are the most important factors the IASB should consider in prioritising its
projects and allocating its resources in the factors listed above? Are there additional
factors to consider?

Should wider political factors play a role? For example, how should regional or
national issues such as the EC Green Paper on Building a Capital Markets Union
be taken into account? Should EFRAG be specifically raising a question with its
constituents?

Is more transparency needed on how the factors are weighted and how they were
applied when the IASB makes substantial changes to its work plan?

Is more transparency needed on the source of changes to the work plan (such as
IFRS Interpretation Committee, Post-implementation Reviews, which ad hoc
sources and IFRS Advisory Council and ASAF).

Research work could be undertaken jointly with or being outsourced to Regional
organisations or National Standard Setters. Do you think that the IASB should
expand the current level of cooperation with other organisations? What would you
see as the pros and contras?

Should some due process issues be addressed in EFRAG’s Draft Comment Letter
such as: should there be a formal public step to stop a research project before a
research paper or discussion paper is published?

Research projects (questions 2 and 3)
Summary of the IASB RfV

29

The following table summarises the IASB research programme as at 31 July 2015
(details can be found in appendix A of the IASB RfV). EFRAG has undertaken, jointly
with National Standard Setters proactive work in several of these areas which has
been added to the IASB table.

Project stage Project EFRAG activities
Assessment Definition of a business
stage
Discount Rates EFRAG is considering the scope of

a project on the accounting
implications of the current interest
rate environment.

Goodwill and Impairment Discussion Paper 'Should Goodwill
still not be Amortised? - Accounting
and Disclosure for Goodwill' by
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Project stage Project EFRAG activities

Research Group of ASBJ!, EFRAG
and OIC. Proactive work ongoing.

Income Taxes Discussion Paper Improving the
Financial Reporting of Income Tax
(2011), jointly with ASB?.

Pollutant Pricing Mechanisms (formerly | Comment Paper on Emissions

Emission Trading Schemes) Trading Schemes (20123).

Post-employment Benefits (including | PAAINE* Discussion Paper The

Pensions) Financial Reporting of Pensions
(2008).

Primary Financial Statements (formerly | Bulletin Profit or Loss versus OCI
Performance Reporting) (July 2015) public consultation
running till 26 October 2015.

Short Discussion Series The
Statement of Cash Flows: issues for
Financial Institutions (2015).

Research Paper The role of the
Business Model in Financial
Statements (203) jointly with ANC
and FRC and Bulletin The role of the
Business Model in Financial
Statements (2013)

Provisions, Contingent Liabilities and | Short Discussion Series Levies:
Contingent Assets what would have to be changed in
IFRS for a different accounting
outcome? (2014).

Share-based payments

Development Business Combinations under | Discussion Paper Accounting for

stage Common Control Business  Combinations  Under
Common Control (2011), jointly with
olC.

Disclosure Initiative — Principles of | Discussion Paper Towards a
Disclosure Disclosure Framework for the Notes
(2012) jointly with ANC and FRC.

Dynamic Risk Management

Equity Method Short Discussion Series The Equity
Method: a measurement basis or
one-line consolidation? (2014).

1 Accounting Standards Board of Japan
2 The UK accounting standard setter, now FRC

8 Analysis started on the basis of the ANC paper Accounting of GHG Emissions Rights Reflecting
Companies’ Business Model (2012)

4 EFRAG, German standard setter DRSC, French Standard Setter CNC (now ANC), Italian
Standard Setter OIC and UK standard setter ASB (now FRC)
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Project stage Project EFRAG activities
Financial Instruments with | Discussion Paper Classification of
characteristics of Equity Claims (2014).

Inactive Extractive Activities/Intangible Assets/

Research and Development (R&D)

Foreign Currency Translation

High Inflation

A broad scope project could be added on IFRS 5 Non-current Assets Held for Sale
and Discontinued Operations following the Agenda Consultation (para 33 IASB
RfV).

Q2 IASB RfV: The IASB’s research programme is laid out in paragraph 32 and
a further potential research topic on IFRS 5 is noted in paragraph 33.Should
the IASB:

(a) add any further projects to its research programme? Which projects,
and why? Please also explain which current research projects should be
given a lower priority to create the capacity for the IASB to make
progress on the project(s) that you suggested adding.

(b) remove from its research programme the projects on foreign currency
translation (see paragraphs 39-41) and high inflation (see paragraphs
42-43)? Why or why not?

(c) remove any other projects from its research programme?

Q3 IASB RfV: For each project on the research programme, including any new
projects suggested by you in response to Question 2, please indicate its
relative importance (high/medium/low) and urgency (high/medium/low).
Please also describe the factors that led you to assign those rankings,
particularly for those items you ranked as high or low.

Considerations and questions for the EFRAG Board
EFRAG main comments 2011 IASB Agenda Consultation

33

34

As set out above, in its 2011 letter EFRAG requested that the IASB should give high
priority to Business Combinations under Common Control. This project is however
in 2015 still listed as a project in the development phase.

In addition to the projects listed above EFRAG has conducted (proactive work in the
following areas:

The use of financial information by capital providers/ professional investors
(academic review sponsored by EFRAG and ICAS published in 2013; 2013 paper
in EFRAG short discussion series on the implications for standard setting and
further work on information needs of professional investors continuing in 2015)
The role of the Business Model in Financial Statements ( Research Paper jointly
with ANC and FRC published in 2013)

Separate Financial Statements (Discussion Paper published in 2014 jointly with
DASB, OIC and ICAC).

Presentation of reversals of acquisition step-ups (Short Discussion Series paper
published in 2014)

Transactions with Government (to be initiated)
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f)

Impact of remeasurement of liabilities (to be initiated)

Question to the EFRAG Board:

35

36

37

What are the EFRAG Board’s views on prioritising the IASB research projects?
Proactive work undertaken by EFRAG should form an indicator.

Does the EFRAG Board agree to rais the following question with constituents:
Do you agree that, depending on circumstances, the EFRAG research work should:

(a) address topics before the IASB (showing leadership and potentially setting the
IASB’s research agenda);

(b) complement the research work of the IASB (and potentially not be viewed as
independent research); and

(c) relate to Standards level projects?

Which projects are particularly relevant for Europe? Are there projects on which
EFRAG is not active, and on which EFRAG should proactively work, that should and
be specifically mentioned in the EFRAG Proactive work consultation (see below)?

Major projects (question 4)
Summary of the IASB RV

38

39

The IASB has several types of major projects: projects on the Standards-level
programme to develop new Standards or substantially amend an existing Standard
(ie excluding maintenance and implementation projects); major research projects -
research projects that have reached a stage at which the staff require significant
input from the IASB; the project on the Conceptual Framework; and the Disclosure
Initiative. The major projects as at 31 July 2015 were:

Due process stage Project

Upcoming standards Insurance Contracts
Leasing

Published Exposure Draft Conceptual Framework

Upcoming Exposure Drafts Disclosure Initiative — Changes in Accounting Policies and
Estimates

Disclosure Initiative — Materiality Practice Statement

Published Discussion Papers Dynamic Risk Management

Rate-regulated Activities

Upcoming Discussion Paper Disclosure Initiative- Principles of Disclosure

Q4 IASB RfV: Do you have any comments on the IASB’s current work plan
for major projects?
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Considerations and questions for the EFRAG Board
Question to the EFRAG Board:

40 Are there any specific issues that should be addressed or messages to convey to
the IASB?

Maintenance and implementation projects (question 5)

41 Q5 IASB RfV: Are the IASB and the Interpretations Committee providing the
right mix of implementation support to meet stakeholders’ needs and is that
support sufficient (see paragraphs 19-23 and 50-53)?

Considerations and questions for the EFRAG Board
Question to the EFRAG Board:

42  Are you aware of any specific issues that should be addressed or messages to
convey to the IASB?

Level of change (question 6)

43 Q6 1ASB RfV: Does the IASB’s work plan as a whole deliver change at the right
pace and at a level of detail that is appropriate to principle-based standard-
setting? Why or why not?

Considerations and questions for the EFRAG Board

44  In the section on the balance of the IASB’s project, it was observed that the four
main projects identified in the 2011 agenda consultation as having the highest
priority for completion faced substantial delays. The timing of standards and the
effective date for the implementation of standards can cause major concerns as the
IFRS 9 endorsement discussions have shown.

Question to the EFRAG Board:
45  What are the views of the EFRAG Board on the pace of the IASB’s deliveries?

Frequency of Agenda Consultations (question 8)
Summary of the IASB RfV

46 The IASB is required to carry out a public Agenda Consultation every three years.
It usually takes longer than three years, however, to complete a major research
project and then a subsequent major Standards-level project. Thus, some feel that
consulting on the IASB’s agenda every three years is excessive. They suggest that
five or even seven years would be a more realistic interval between Agenda
Consultation cycles. Others think that a three-year cycle is appropriate to provide
the IASB with timely input on changes that might need to affect its agenda-setting
strategies and priorities.

47 Q8 IASB RfV: Because of the time needed to complete individual major
projects, the IASB proposes that a five year interval between Agenda
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Consultations is more appropriate than the three year interval currently
required. Do you agree? Why or why not? If not, what interval do you suggest?
Why?

Considerations and questions for the EFRAG Board

48

49

50

51

The previous agenda consultation was launched in July 2011 with a feedback
statement published in December 2012. So the 2015 consultation issued in August
2015 is launched more than four years after the launch of previous consultation. So
in practice the consultation frequency is lower than every three years and close to
five years.

The tri-annual agenda consultation gives the IASB the opportunity to seek the views
of the public at large on its work plan and agenda. It gives an indication of the
support of the current work plan and its prioritisation. It provides the IASB with the
opportunity to change its prioritisation if needed.

Seeking a frequency that is closer to the terms of major project seems in this respect
not relevant since the frequency of the agenda consultation would, based on past
experience, not allow for such an alignment since projects take often longer than
five years.

Having a triannual indication of support for its work plan would assist the IASB in
rendering accountability to the public at large and to those that provide the finance
of the IFRS Foundation. SASKIA: REVISED AND ADDED TEXT UNDER
QUESTION 1. SASKIA: UNDER QUESTION 1 ADDED SOME TEXT TO MAKE IT
CLEARER

Question to the EFRAG Board:

52

Does the EFRAG Board support an increase in the three year cycle for the IASB
agenda consultation to a lower frequency for five years? Should the three years’
frequency be changed and if so to what?
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EFRAG’s own agenda consultation

Effectiveness of proactive work

53

54

55

56

S7

As part of the IASB Agenda Consultation EFRAG intends to consult on its own
proactive work and proactive work agenda.

EFRAG undertakes proactive activities with four strategic aims:

(a) Engage with European constituents to ensure we understand their issues and
how financial reporting affects them;

(b) Influence the development of global financial reporting standards;

(c) Provide thought leadership in developing the principles and practices that
underpin financial reporting; and

(d) Promote solutions that improve the quality of information, are practical, and
enhance transparency and accountability.

EFRAG has been performing pro-active activities since its early stages, and in
particular after 2010, thanks to the EC funding. Projects have been carried out by
EFRAG on its own or, more often, in partnership with other European (and
occasionally non-European) Standard Setters.

EFRAG Discussion Papers have drawn wide attention and interest, but some
constituents noted that sometimes the proactive projects took a significant time to
be completed or remained at a conceptual level without addressing practical issues.
Therefore, more recently EFRAG has also completed a number of projects with a
narrower scope and a more practical approach, including the so-called Short
Discussion Series papers. In addition EFRAG together with ANC, DRSC, FRC, and
OIC published a series of bulletins on issues related to the IASB Conceptual
Framework.

EFRAG would intend to continue its proactive work maintaining the current balance
in longer term and short term projects to address the various topics and fitting the
best time frame and resources.

Coordination with the IASB

58

59

One of the recommendations drawn from the EFRAG 2010 proactive work
consultation was that EFRAG should coordinate efforts with those of the IASB to
ensure greatest effectiveness and avoid duplication of efforts. This would in
particular be relevant for projects on the research programme that the IASB
launched after its 2011 Agenda Consultation.

EFRAG believes it is important to be and remain an independent contributor rather
than undertake certain projects under the direction of the IASB or outsourced by the
IASB. A direct participation to IASB research activities would raise issues such as:
which Board would direct the activity and take decisions; how EFRAG contribution
would be acknowledged; and how taking part in the development of the research
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would restrict EFRAG in its capacity of advising the European Commission when
these proposals would be finalised in a new Standard.

Performing projects outsourced by the IASB would de facto be an increase in
financial support of Europe to the IASB from the EFRAG resources. As an
independent contributor EFRAG would exercise influence on the IASB work, being
one of our main objectives. All EFRAG’s proactive activities need to have the
potential to impact the IASB standard-setting activities

New EFRAG proactive projects

61

In March 2015, during the strategy discussion, the EFRAG Board has tentatively
supported also the following projects. Preliminary work should be initiated soon:

(a) Transactions with Government: during the discussion on levies, some
suggested to investigate on a comprehensive basis the transactions with
Government (including income taxes and Government grants), which share
the characteristics of being transactions that the entity does not enter into
voluntarily and/or being non-exchange transactions

(b) Impact of remeasurement of liabilities: variable and contingent payments can
be included in business combinations, options on non-controlling interests,
leases and purchases of tangible and intangible assets. The issue is whether
the remeasurement (beyond the unwinding of the discount) should be charged
to profit or loss or not. Guidance is available for contingent consideration in
business combinations and in the upcoming Standard on Leases, but not for
the other transactions

Considerations and questions for the EFRAG Board
EFRAG Secretariat recommendations to the EFRAG Board:

62

63

64

65

66

The EFRAG Secretariat recommends to include in the public consultation a question
on the effectiveness of the proactive work and enquire what type of EFRAG projects
and output have been more useful and whether constituents support the current mix
(also in conjunction with the Discussion Papers, for example on the Business model
EFRAG and the National Standard Setters published both a (short) bulletin and a
more detailed research paper). Constituents could be asked to mention a paper that
they considered in particular useful. In addition, constituents could be asked how
they make their decision to comment or not to comment on an EFRAG proactive
project.

The EFRAG Secretariat recommends to ask the views of our constituents on
coordination of the proactive work with the IASB, whilst remaining an independent
contributor.

For EFRAG projects that are in early stage, the EFRAG Secretariat suggests to ask
constituents to the support for and the prioritisation of these projects.

The prioritisation of the IASB research projects will give an indication for the
priorities of the proactive work EFRAG is currently undertaken and may highlight
areas in which EFRAG is not at present conducting proactive work but should be
active given that they are considered important for Europe.

The EFRAG Secretariat recommends to ask a question on whether EFRAG should
be proactive on other projects that are on the IASB Research programme, or
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whether there are other topics (included neither on the IASB’s nor the EFRAG’s
current agenda) that EFRAG should add given the relevance for Europe. To what
extent should Europe be active before the IASB includes a project in its work plan?
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