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Miinchen, 11 November 2024
Dear Sapna, dear Jamal, and dear Vasilis,

Input on EFRAG’s draft comment letter on the IASB's ED Climate-related and Other Un-
certainties in the Financial Statements

Thank you very much for the opportunity to comment on EFRAG's draft comment letter on the IASB's
exposure draft regarding climate-related and other uncertainties in financial statements. Please
excuse the slight delay in my response; [ hope my feedback is useful.

Overall, I find the comment letter extremely thorough and well-written, and [ large support the points
made. I would, however, like to provide some nuanced commentary on the following issues:

1. IASB's Non-Binding Guidance: The IASB’s choice to address these matters primarily through
non-binding guidance appears paradoxical. Despite widespread perceptions of under-repor-
ting on climate-related and other uncertainties in financial statements, the IASB concludes
that existing IFRS standards are sufficient. If under-reporting does indeed exist, how can the
standards be considered sufficient, and how will non-binding guidance—which does not
amend those requirements—address the issues? Non-binding guidance, as proposed in the
ED, may only help in cases of well-intended but ultimately misguided or incomplete imple-
mentation of the standards, perhaps what the EFRAG draft comment letter refers to as good
reporters. | fully agree that the impact on bad reporters—who are of primary concern—may
be minimal.

2. Illustrative Examples in the ED: I fully support the need for illustrative examples that clarify
edge cases where appropriate reporting practices are less obvious than in most examples pro-
vided in the ED. [ am also concerned that these examples might be applied in an overly simplis-
tic manner, especially in cases where the fact patterns do not exactly match those in the exa-
mples (see EAA FRSC comment letter to the IASB for details).

3. Conceptual Framework Adjustments: [ echo the draft comment letter’s point that adjust-
ments to the conceptual framework are necessary to establish a solid foundation for connec-
tivity. Such a framework would also be valuable for sustainability-related financial disclo-
sures in line with ISSB sustainability disclosure standards.

4. 1AS 1 and Entity-Specific Disclosures: While I agree that IAS 1 requirements should not be
expected to remedy inappropriately worded voluntary paragraphs within specific IFRS ac-
counting standards, a catch-all requirement to fill gaps in explicitly phrased requirements
could be beneficial. Interestingly, EFRAG itself has embraced this approach within ESRS, re-
quiring entity-specific disclosures for material sustainability matters not explicitly covered
by ESRS. The draft comment letter’s criticism of this IASB practice may contrast with an ap-
proach EFRAG has itself adopted.

Thank you once again for allowing me to share my thoughts on this very important financial reporting
topic.
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Best regards,

Thorsten Sellhorn
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