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Dear Mr Hoogervorst 

Comment letter on the IASB’s Agenda Consultation 2015  

We respond to the International Accounting Standards Board’s (IASB) Request for Views on the 
Agenda Consultation 2015 published in August 2015. We appreciate the opportunity to comment 
on the proposed strategic direction and overall balance of the IASB’s work plan, as well as on the 
priority of individual projects and agenda areas over the next five years. We have consulted with, 
and this letter represents the views of, the KPMG network.  

We generally support the IASB’s vision for keeping IFRS fit for purpose with a greater focus on 
upfront research and assessment.  We believe that such an approach will help the IASB to 
diagnose issues more accurately and focus on those that really matter.  

The Agenda Consultation provides an opportunity to reflect on the achievements and set the 
priorities going forward. It is also an opportunity to consider not just what needs to be done but 
how it can be accomplished efficiently and effectively.  

Responding to the resource challenge 

One of the key challenges faced by many, including the IASB, is the increasing pressure on the 
existing resources. To address such pressure, it is important to be focused and work together with 
others who have the same aspirations – i.e. IFRS being the high-quality global set of standards. 
To stay focused, we encourage the IASB to prioritise fewer projects and see them through to 
completion and to a high quality rather than to struggle with a large number of projects that are 
either not finished or not of a high quality. We also encourage the IASB to work in partnership 
with other members of the IFRS community – e.g. national and regional accounting standards 
organisations, the accounting profession – to leverage from their resources and thinking.  

In addition, the IASB may want to reflect on its recent experiences with issued standards and 
amendments – e.g. IFRS 11, IFRS 15 or the recently withdrawn amendment to IFRS 10/ IAS 28 
– and to perform a root cause analysis of what aspects in the standard-setting process caused the 
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challenges, including a detailed review of the effectiveness of the process of developing and 
drafting a standard. This will contribute to IFRS being the high-quality global set of standards 
and help to respond to the resource challenge. 

Setting priorities 

In setting the priorities, we would focus on the following.  

• Areas of considerable interest to investors where there is no specific guidance in IFRS and, 
as a result, there is significant diversity in practice, including business combinations under 
common control and combined financial statements.  

• Areas of controversy that have been causing challenges in setting standards or in applying 
them, provided a potential solution is likely to be found. These include performance reporting, 
financial instruments with characteristics of equity, equity method and projects related to 
post-implementation review of IFRS 3. 

• Areas of increased expectations of users with regard to clarity and relevance of disclosures, 
including disclosure initiative and going concern. 

Our detailed comments on the agenda priorities and responses to questions raised in the Request 
for Views are included in the Appendix to this letter. 

Please contact Mark Vaessen +44 (0)20 7694 8871 if you wish to discuss any of the issues raised 
in this letter. 

Yours sincerely 

 

KPMG IFRG Limited 
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Appendix – Responses to questions included in the Request for Views on the Agenda 
Consultation 2015 

Question 1 — The balance of the IASB’s projects 

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

(a) its research 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? 

We generally agree with the factors included in paragraph 55 of the Request for Views on the 
Agenda Consultation 2015 that the IASB considers in prioritising individual projects – i.e.: 

• issues – importance, urgency and complexity of the matter, together with the feasibility of 
possible solutions; 

• stakeholders – capacity to consider the proposals and provide high-quality feedback, and to 
implement changes; 

• resources – IASB’s own resources. 

However, as noted in the cover letter, we encourage the IASB to consider broader resources of 
the IFRS community and work together with others who have the same aspirations. For example, 
the IASB may work in partnership with national and regional accounting standards organisations, 
as well as with the accounting profession, to leverage from their resources and thinking.  

We understand that the IASB had engaged in joint projects in the past, but not all of them where 
fruitful. It is clear that in any joint project the IASB should remain the ultimate party in charge of 
project management and, importantly, quality control. However, we believe that for a joint project 
to succeed, it is important that there is a clear definition of project objectives, expected 
deliverables and respective responsibilities upfront, as well as a more structured process as to how 
the input of the partners is being used.  In the past, there have been instances where research done 
by others was subsequently dismissed as not meeting the IASB’s expectations or required quality 
standards.  A more structured process, with clear buy-in and a closer cooperation from start to 
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finish would, in our view address such issues. We also encourage the IASB to continue 
considering the work that has been already done by others and, where possible, to leverage from 
it. 

In addition, the IASB may want to consider its recent experience with newly issued standards and 
amendments that required reconsideration and modification soon after issuance – e.g. IFRS 11, 
IFRS 15 or the recently withdrawn amendment to IFRS 10/ IAS 28. As such modifications 
consume a significant amount of resources, we believe that rather than using resources to 
reconsider and modify standards and amendments once they are newly issued, recommend 
enhancing the quality control processes as the standards are being developed. We would 
encourage the IASB to perform a root cause analysis of what aspects in the standard-setting 
process caused the above mentioned issues, including a detailed review of the effectiveness of the 
process of developing and drafting a standard. 

Questions 2 and 3 — Research projects 

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? 

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. 

Our comments on the projects that we have rated as high or moderate importance and urgency are 
included in the table below. 
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Project Importance 
and urgency 

Reason 

Business combinations under 
common control 

High With M&A transactions on the rise, the focus of 
investors’ attention is shifting to place greater 
emphasis on business combination accounting. 
However, there is no guidance in IFRS that deals 
with transactions such as group restructurings in 
anticipation of an initial public offering (IPO). This 
lack of guidance has resulted in diverse practice and 
significantly reduces comparability for investors. In 
addition to IPOs, developments in the banking 
industry with ring-fencing regulations coming into 
effect over the next few years will prompt large 
internal reorganisations in many globally significant 
financial institutions, which makes the need for 
guidance on common control transactions even more 
pressing. 

Add: Combined financial 
statements 

High  As acknowledged by the IASB in its latest Exposure 
Draft on the Conceptual Framework, there is no 
specific guidance in IFRS on combined financial 
statements. As a result, in our experience there is 
significant diversity in practice, while being an area 
of considerable interest to investors – e.g. in carve-
out or spin-off scenarios. 

Primary financial statements 
(performance reporting) 

High As emphasised in our comment letter on the 
Exposure Draft on the Conceptual Framework, there 
is a pressing need for a proper debate around the 
notion of ‘performance’. We believe that sound 
founding principles of performance are essential to 
guide the Board in future projects. At best, it will 
answer more fundamental questions such as whether 
all changes in assets/liabilities are ‘performance’. It 
will also lead to a rational basis for distinction 
between profit or loss and OCI and address the issue 
of recycling.  

We also believe that the project should deal with a 
question of whether a business model has a role to 
play in performance reporting in general, and more 
specifically in recognition, measurement, and 
presentation and disclosure.  
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Project Importance 
and urgency 

Reason 

Financial instruments with 
characteristics of equity 

High We understand that the complexity and controversy 
of this topic were the reasons for the IASB’s decision 
to deal with it separately from the Conceptual 
Framework project. However, current IAS 32 
requirements that contain a number of principles, 
rules and exceptions continue to cause challenges in 
application. Challenges arise with new instruments 
that have complex terms given the rules and conflicts 
in the current standard. 

Disclosure initiative – 
principles of disclosures 

High Disclosures have been an area of increased focus and 
scrutiny by regulators and users of financial 
statements across the globe. There is a lot of 
emphasis on reducing the clutter and making the 
financial statements more relevant. We continue to 
support the IASB’s efforts in this area and believe 
that the work on this project should be prioritised. 

Add: Going concern High While we acknowledge IFRIC agenda decision on 
IAS 1 Presentation of Financial Statements – 
Disclosure requirements relating to assessment of 
going concern published in July 2014, we believe 
that the disclosures relating to going concern 
(including ‘close calls’) warrant proper 
consideration within the standards. In particular, we 
question if paragraph 122 in IAS 1 referred to in the 
IFRIC agenda decision is adequate technical 
reference considering that judgements in regards to 
going concern assessment would not have effect on 
the amounts recognised in the financial statements. 

Definition of a business 

 

 

High/Medium Both research projects were put onto the agenda as a 
result of the post-implementation review of IFRS 3. 
The PIR on IFRS 3 showed that both the definition 
of a business and the goodwill and impairment topics 
were areas of significant concern for users and 
preparers of financial statements.  

In our response to the PIR of IFRS 3, we highlighted 
both areas as areas of practical and conceptual 
concern and therefore requiring further analysis by 
the IASB. Therefore, both research projects should 
be of high priority as they are on the agenda in 
response to an identified weakness in a current 
standard. 

Goodwill and impairment High/Medium 
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Project Importance 
and urgency 

Reason 

Equity method High/Medium Equity accounting is one of the areas where prepares 
and users raise challenging questions about the 
application of the equity method itself and, 
conceptually, whether the equity method is a 
consolidation or a valuation method. 

Equity accounting is becoming more widely used 
with IFRS 11 no longer allowing for proportionate 
consolidation. In addition, various IASB 
amendments in recent years have made the 
operability and conceptual basis of equity 
accounting even less clear.  Some amendments are 
now to be deferred pending a research project. 
Therefore getting clarity on the equity method is 
important. 

Post-employment benefits Medium Pension schemes around the world are becoming 
more complex and IAS 19 is no longer fit for 
purpose to account for some of those schemes.  

One of the examples is the area of contribution-
based promises, which are common in many 
jurisdictions and are likely to increase as companies 
attempt to share the risk of pension obligations. The 
main issue is that these types of arrangements do not 
fit within the existing IAS 19 guidance and in 
particular many believe the defined benefit 
measurement requirements do not result in an 
appropriate outcome. However, we believe that this 
project is of less urgency and importance than some 
of the other pressing matters. 

Assets held for sale and 
discontinued operations 

Medium We agree with the proposal to add this project to the 
agenda considering the number of issues raised with 
the IFRIC; however, we believe that it is of less 
urgency and importance than some of the other 
pressing matters.  

As noted in the cover letter, we urge the IASB to prioritise fewer projects and see them through 
to completion and to a high quality. Although we have identified a number of projects as being 
of high or high/medium importance and urgency, we believe that some of them may not require 
significant time and resource. 
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With respect to IFRS 9 Financial Instruments, we believe that two matters remain outstanding 
before the Board can declare its objective to provide a high-quality replacement of IAS 39 
complete. 

• Dynamic risk management (DRM). The feedback and discussions since the 2014 Discussion 
Paper have shown that this will be a long and challenging project to complete – with the 
timeline likely to be extended to include a second discussion paper – and may focus more on 
changes to disclosure and presentation requirements than to recognition and measurement.  
However, as IFRS 9 is currently configured, its general hedging model will remain optional 
and entities can continue instead to apply IAS 39's general hedging model until the DRM 
project is complete.  We believe that the Board should provide a clear vision as to when and 
how it will require entities to adopt IFRS 9's general hedging model within the foreseeable 
future if completion of the DRM project will be delayed for a protracted period. 

• Derecognition of modified financial assets. The issue as to when modification (or an exchange 
between an existing holder and issuer) of a financial asset should result in its derecognition 
(together with the initial recognition of the modified instrument as a new and different asset) 
has been a contentious area for some years. Indeed, it has been discussed by the IFRS 
Interpretations Committee in every year from 2012 to 2015. In November 2015, the 
Committee tentatively acknowledged that the issue does arise in practice but “could not be 
resolved through an Interpretation and instead would require an amendment to the Standards”. 
Moreover, we expect that IFRS 9 will make this issue more important because of its 
interaction with the new guidance on accounting for modifications that do not result in 
derecognition and the new impairment requirements based on assessing increases in credit 
risk since initial recognition.  Therefore, we recommend that the Board address this issue. 

We believe that the work on Provisions and Discount rates projects should be linked with the 
work on the revised Conceptual Framework. We acknowledge that the Board has done a 
preliminary stock-take of inconsistencies of the proposals in the Exposure Draft on the Conceptual 
Framework with existing standards. Once the revised Conceptual Framework is finalised, as a 
next step the Board would need to assess priorities for revisiting standards in conflict with the 
revised framework. 

We believe that projects Share-based payment, Polluting pricing mechanisms and Income tax 
projects are of low importance and urgency. In addition, we support the proposal to remove 
inactive projects from the agenda. 

Question 4 — Major projects 

Do you have any comments on the IASB’s current work plan for major projects? 

Overall, we support the IASB’s commitment to finalise the new standard on insurance contracts. 
We also believe that it is critical to finalise the revised Conceptual Framework although, as 
mentioned in our comment letter on the Exposure Draft, it requires some further substantial work.  
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As mentioned earlier, we continue to support the IASB’s efforts in the area of the disclosure 
initiative and believe that it should be prioritised. Disclosures have been an area of increased focus 
and scrutiny by regulators and users of financial statements across the globe. There is a lot of 
emphasis on reducing the clutter and making the financial statements more relevant.  

Finally, we have mixed views within our network on the Rate-regulated activities project – 
i.e. whilst in some jurisdictions there is a preference for prioritising this project and seeing it 
finalised, in other jurisdiction there is sense of scepticism as to whether a potential solution can 
be found at all and therefore whether the project should be stopped.   

Question 5 — Maintenance and implementation projects 

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)? 

As noted in the cover letter, we believe that rather than using resources to reconsider and modify 
standards and amendments once they are newly issued, we recommend enhancing the quality 
control just prior to release of a final standard. As suggested in our comment letter on the Trustees 
Review of Structure and Effectiveness, the main area of improvement would be, in our view, to 
formalise a process for a fatal flaw review of a near final standard. While we do not advocate a 
full consultation process that might de-facto become another exposure draft, we would 
recommend a formalised and transparent process which includes reviewers from all stakeholder 
groups of the Foundation and a transparent process to demonstrate how fatal flaw comments 
received have been dealt with in the final drafting. 

Question 6 — Level of change 

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? 

With three major projects finalised – revenue, financial instruments and leases – and with one 
more nearing completion – insurance contracts – the IASB is shifting its focus to more upfront 
research and assessment, whilst preparers can focus on the implementation of the new standards. 
On balance, we believe that the IASB’s vision for the work plan could deliver change at the right 
pace provided that the new standards are of high quality and do not trigger immediate changes or 
modifications. 

Question 7 — Any other comments 

Do you have any other comments on the IASB’s work plan? 

No other comments. 
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Question 8 — Frequency of Agenda Consultation  

Because of the time needed to complete individual major projects, the IASB proposes that a five 
year interval between Agenda 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? 

We support the proposal to extend the interval between agenda consultations to five years for 
reasons highlighted in paragraph 58 of the Request for Views. 
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