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DISCLAIMER

This paper has been prepared by the EFRAG Secretariat for discussion at a public meeting of the EFRAG FRB. The paper does
not represent the official views of EFRAG or any individual member of the EFRAG FRB or EFRAG FR TEG.

The paper is made available to enable the public to follow the discussions in the meeting. Tentative decisions are made in
public and reported in the EFRAG Update. EFRAG positions, as approved by the EFRAG FRB, are published as comment
letters, discussion or position papers, or in any other form considered appropriate in the circumstances.
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OVERVIEW

* Background
* Types of research studies and methods
e Work with the EAA
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BACKGROUND

SESSIONS AT EFRAG FR TEG ON BETTER USE OF THE EFRAG ACADEMIC PANEL/WORK OF
ACADEMICS

e Discussion on 1 July 2024 resulted in EFRAG FR TEG members requesting a presentation of the
type of research academics do.

e At the February 2025 EFRAG FR TEG meeting Andrea Lionzo (EFRAG FR TEG member and co-chair
of the EFRAG Academic Panel) and Ann Jorissen (member of the EFRAG Academic Panel and chair
of EAA’s Financial Reporting Standards Committee) made presentations on the types of research
academics do and the activities of the EAA in relation to financial reporting standard setting.
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Research methods
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Types of studies

* What determines management’s decisions (accounting choices, earnings management (‘real’ and
‘presentation’ earnings management) and narrative disclosures (impression management)).
Examples of factors: accounting regulations, public or private company, ownership structure,
corporate governance, manager’s compensation, manager characteristics, taxation, monitoring
(quality of the auditor), competition, strength of enforcement.

* Consequences Examples: capital market efficiency (value relevance studies) (cost of capital
(debt/equity), corporate valuation, share prices, analyst forecast), Stewardship purposes
(manager compensation, debt contracts), society-wide impacts (taxation, national and
international statistics, corporate transparency) and unintended consequences (real economic
distortion (oil and gas exploration, pension schemes, stock options)).
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Development
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Some takeaways

* Much research on accounting standards examines the economic consequences of their adoption,
the determinants of the choices made in the discretionary areas left by the standard, the
consistency of specific accounting rules.

* Research shows that IFRS are considered: 1) high-quality accounting standards, 2) standards are
differently applied in different countries, 3) standards are not always internally consistent 4)
standards are not always consistent with the IASB’s Conceptual Framework and not always
principles based.
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Work with the EAA
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What is the EAA?

* EAA: European Accounting Association

* +/- 2500 members (not only from Europe), persons involved with academic teaching and research
(university level)

« EFRAG member organisation
* Yearly EFRAG symposium at EAA annual congress

* Various committees including: Financial Reporting Standards Committee.
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Financial Reporting Standards Committee

* Purpose is to bring contributions of academic research to the standard-setting process related to
financial reporting.

 |dentifies tasks to be undertaken and coordinates volunteers from the research community to
address them.

* Organises webinars with the IASB and EFRAG
e Writing comment letters
* Membership of the IFRS Advisory Council and EFRAG’s Academic Panel

* New initiative: Helping design studies that capture intended and unintended consequences of a
standard.
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35 Square de Mee(s, B-1000 Brussels
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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.
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