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EFRAG SECRETARIAT PAPER FOR PUBLIC MEETING 

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. 

The role and status of the Conceptual Framework in IFRS and in 
Europe 

Introduction 

1 The purpose of this paper is to outline the role and the status of the Conceptual 
Framework in IFRS and in Europe and to ask the EFRAG Board whether it thinks 
that this role and/or status should be changed. 

The role and status of the Conceptual Framework in IFRS 

2 The IASB Exposure Draft Conceptual Framework for Financial Reporting (‘the ED’) 
does not suggest any changes to the purpose of the Conceptual Framework. That 
is, the purpose of the Conceptual Framework will continue to be to1: 

(a) Assist the International Accounting Standards Board (IASB) to develop 
Standards that are based on consistent concepts; 

(b) Assist preparers to develop consistent accounting policies when no Standard 
applies to a particular transaction or event, or when a Standard allows a choice 
of accounting policy; and 

(c) Assist others to understand and interpret the Standards. 

3 The existing status of the Conceptual Framework has also been retained in the ED. 
That is, the Conceptual Framework is not a Standard and does not override the 
requirements of specific Standards.  

4 Both the current Conceptual Framework as the ED accepts that requirements in 
Standards may depart from aspects of the Conceptual Framework. It is specified in 
the ED that if the IASB departs from aspects of the Conceptual Framework when 
specifying requirements it should explain the departure in the Basis for Conclusions 
on the Standard in question. 

5 The Bulletin The role of a conceptual framework issued in June 2013, EFRAG, ANC, 
ASCG, OIC and the FRC expressed preliminary views that were consistent with the 
proposals in the ED mentioned above in paragraphs 3 - 4. The proposals mentioned 
above are also consistent with the views expressed in EFRAG’s comment letter from 
2014 in response to the IASB discussion paper preceding the ED. 

Questions for EFRAG Board 

6 Does the EFRAG Board agree with the purpose of the Conceptual Framework as 
explained in paragraph 2 above and with the status explained in paragraphs 3 - 4  
above? 

                                                
1 The current Conceptual Framework also includes the “to assist national standard-setting bodies in developing national 
standards”. The ED does not include this objective as such task is not part of the IASB’s mandate. 
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The role and status of the Conceptual Framework in Europe 

7 The Conceptual Framework is not endorsed in the EU. However, besides quotations 
from the Conceptual Framework the text of endorsed Standards includes references 
to the Conceptual Framework. It is, for example, required that an entity should 
depart from a requirement in an IFRS if compliance would be so misleading that it 
would conflict with the objective of financial statements set of in the Conceptual 
Framework (IAS 1 Presentation of Financial Statements, paragraph 19). Similarly, 
the definitions, recognition criteria and measurement concepts included in the 
Conceptual Framework should be considered in the absence of an IFRS that 
specifically applies to a transaction, other event or condition (IAS 8 Accounting 
Policies, Changes in Accounting Estimates and Errors, paragraph 11). 

8 The Bulletin The role of a conceptual framework asked constituents whether it had 
caused any problems that the Conceptual Framework was not endorsed. Six 
comment letters were received in response to the Bulletin. None of the respondents 
were aware of such problems. One respondents would, however, favour an 
endorsement while another noted that nothing good could be expected from making 
conceptual propositions the subjects of legislative scrutiny and approval. 

9 It could be argued that endorsement of the Conceptual Framework would result in 
conflicts within the European legislation as some requirements in endorsed IFRS 
would be in conflict with aspects of the Conceptual Framework. In some cases it 
could be that European constituents would support both the general principles and 
the conflicting requirements related to specific issues. It might thus be difficult and 
take time to eliminate the conflicts in a manner that could be supported by Europe. 

10 Some could argue that endorsement of the Conceptual Framework would transfer 
authority to the IASB when describing what useful financial reporting is. Currently, 
the IAS regulation refers to principles that have been defined and interpreted in a 
European legislative context. If the Conceptual Framework were to be endorsed, it 
could be regarded as providing the source of the guidance for useful financial 
reporting. This guidance would accordingly be developed, written and interpreted 
by the IASB when performing its standard setting activities. 

11 On the other hand, it could also be argued that Europe could ensure that application 
of the Conceptual Framework would result in useful financial reporting, from a 
European perspective, before endorsing it. If Europe could endorse the Conceptual 
Framework, it would therefore mean that although it has been written by the IASB, 
it would reflect what useful financial reporting is from a European perspective. 

Questions for EFRAG Board 

12 Does the EFRAG Board think that the Conceptual Framework should be given 
some form of official status in Europe? If so, how? 

 


