
IFRS FROM A BROADER PERSPECTIVE

22 September 2020

Chiara Del Prete – EFRAG TEG Chairwoman



DISCLAIMER

The views in this presentation are those of the presenter and do

not necessarily represent EFRAG views.
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AGENDA

• IASB COMPLETED PROJECTS: RECENT MACROTRENDS

• IASB ONGOING PROJECT: BETTER COMUNICATION IN FINANCIAL REPORTING

• INCREASED FOCUS ON NON FINANCIAL REPORTING AND VALUE CREATION

• BREXIT
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IASB COMPLETED PROJECTS: RECENT MACROTRENDS 
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IFRS PROJECT IMPLICATIONS

IFRS 9 • Role of the business model, tension between relevant information and comparability
• HTM + L&R of IAS 39 VS HTC in IFRS 9: more clear conceptualisation of what was already done 

before
• Hedge accounting: more prominence to risk management intent
• Two-step approach in IFRS 9: characteristics of the financial instrument (e.g. volatility) 

overrides the business model approach (so to keep relevance of the information about the 
underlying economics). Example: equity instruments and derivatives. 

Governance dimension of the role of business model in driving accounting: management intent 
has to be documented and rooted in supportable evidence, it is not a generic “strategic intent”. 
Example of macrohedge: it has to reflect the way the entity transact its financial risks. 

IFRS 9, IFRS 17 • Principles-based nature of the requirements, more judgement 
• Implementation task group, principles-based standards and implementation guidelines. 
• IFRS 9 > ECB and EBA guidelines for banks help to achieve consistent and comparable 

implementation within the same industry
• FRS 17 > we expect the same to occur 



IASB COMPLETED PROJECTS: RECENT MACROTRENDS
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IFRS PROJECT IMPLICATIONS

IFRS 
9/15/16/17

• 4 major standards changed in a short timeframe 
• SPPI test in IFRS 9 and IFRS 15: a lot of implementation and documentation work to do to 

change nothing in the practices? Not necessarily: better conceptualization of what was done 
already. E.g. IFRS 15 revealed areas of improvement of IAS18 practices (e.g. different revenue 
streams in a single transaction); refreshing practices got out of date. 

• IFRS 9, 15, 16 and IFRS 17 are “transformational” standards, bringing accounting closer to risk 
management. Benefits are to be seen in the long run in terms thanks to data integration of 
reporting and managerial information systems.

• Long term benefits: innovation of availability and structure of data for internal use, for 
example integrating better the risk and the financial sector; enhancing IT systems, more 
granular digital information, integrated management and financial reporting. 

• “Modernisation” of financial reporting
• Better and more informative disclosure – as well around non quantitative impacts, linked to 

the use of judgement and subjectivity in the new measurement basis, such es ECL – mention 
management commentary and need to integrate more non quantitative information to 
understand value creation 



IASB COMPLETED PROJECTS: RECENT MACROTRENDS

3

6

IFRS PROJECT IMPLICATIONS

Impact 
assessment 

VS 

PIR 

• A part of the implementation cost is due to late start of the implementation efforts: entities 
tend to engage in active dialogue with the standard setters only when the effective date is 
approaching. I would encourage them to start earlier in the process: we promote early impact 
assessments and we need to get timely and deep/granular data coming from a real-life 
simulation of the impacts. What is happening in practice is that we (and the IASB) get valuable 
input only too late in the process, when the IT department start to be engaged on business 
requirements and the magnitude of operational impacts

• PIR is there to complement, however it may be too late as in a way or another entities have 
adjusted to the standard as it is. 

What can reporting entities do to prepare in the best way? 
➢ Governance implications, top management  more involved in setting accounting policies 
➢ Accounting closer to risk management 
➢ More granular data and integrated with management reporting, IT investments
➢ Higher level of engagement in implementation discussions at industry level, availability to take part to field tests
➢ More judgement, skills and experience required



IASB ONGOING PROJECTS: 

BETTER COMMUNICATION IN FINANCIAL REPORTING

7

What can reporting entities do to prepare in the best way? 
➢ Operating profit, financial and investing subtotals > more comparable however aligned with internal 

management > more MPMs? > focus on managerial indicators and reconciliations 
➢ Objective-based disclosure approach: time to leave the check-list mentality for a more entity-specific approach

and modular approach (minimum requirements + optional disclosure) > responsibility of management in setting
the right bar

➢ Technology dimension more and more relevant in standard setter and reporting 



EC ACTION PLAN 2018 – SUSTAINABLE FINANCE 
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TOPIC IMPLICATIONS

EFRAG Advice 
on long-term 
equity 
investments

• EFRAG advice on alternative accounting treatments to fair value for long-term investment 
portfolios of equity and equity like instruments

• Sustainability considerations in European Public good

European Lab • Stimulate innovation in the field of corporate reporting in Europe by identifying and sharing 
good reporting practices

• No authoritative or normative status
• PTFs responsible for project deliverables
• First project: climate-related reporting > General disclosures and Scenario Analysis
• Influencing 2019 and 2020 reporting
• Agenda consultation : public consultation on the future agenda of the European Lab
• Second Project: Reporting of NF risks and opportunities, linkage to the business model
• June 2020 start 
• Aim identifying and sharing good reporting practices of companies that have managed to 

connect material information of their business model to related non-financial risks and 
opportunities



INCREASING FOCUS ON NON-FINANCIAL REPORTING
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TOPIC IMPLICATIONS

GLOBAL 
TRENDS

• Calls for creation of Sustainability standard setters with the aim of achieving global standards
• Non financial reporting initiatives, various projects ongoing to achieve more alignment 

between the various initiatives 
• Five internationally significant framework- and standard-setting institutions (CDP, CDSB, GRI, 

IIRC, and SASB) have published a statement of intent to work together towards a 
comprehensive corporate reporting system

EFRAG 2 
MANDATES 
ON NON 
FINANCIAL
STANDARDS

• January/February speeches EVP Dombrovskis
• 25 June EFRAG received two mandates:  request for technical advice on preparatory work for 

the elaboration of possible EU non-financial reporting standards and ad personam mandate 
governance and finance if EFRAG NFRS standard setter

• Ambitious deadlines of 31 January with progress report end of October
• Final report to be accompanied by work programme
• 4 September PTF announced 35 members and nearly 10 representatives of European 

authorities plus EC; Patrick de Cambourg chair
• 11 September kick off meeting: work streams and commitment 2 days a week
• Parallel exercise to NFRD revision (Q1 2021)



DOUBLE MATERIALITY, KEY TO IDENTIFY “PRE-FINANCIAL” INFORMATION

NAVIGATING INTO CORPORATE REPORTING COMPLEXITY

Growing relevance of non-financial factors with financial relevance
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Examples of “pre-financial”
• Corporate strategy and mission
• Business model
• Operational model and 

governance
• ESG risks and opportunities 

(possible financial implications 
in the medium term)

• Quantitative KPIs of “outside-
in” ESG risks and opportunities 
(targets VS actuals)

➢ Growing number of NFI factors 
that impact financial 
materiality (e.g. transition to a
green economy) 

➢ Financial materiality: scope of 
financial reporting 



FROM FINANCIAL PERFORMANCE TO VALUE CREATION
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TOPIC IMPLICATIONS

WHY 
ACCOUNTING 
FOR 
INTANGIBLES 
IS BROKEN? 

• Users’ needs: reported figures do not tell a complete story

• Conceptual Framework does not allow to do more on “balance sheet”

• Evidence that financial reporting does not allow for appreciation of non-reported drivers of 
value creation and preservation (risks and opportunities)

• From accounting to effective communication (e.g. cohesiveness) 

What is 

already 

happening? 

• IASB project on Practice Statement on Management Commentary 
• EFRAG project on Better information on Intangibles: “How to get better information on how 

an entity creates, maintains and improves value”
• First circle > more on the balance sheet? 
• Second circle > specific disclosure notes on non financial KPIs with possible future financial     

relevance 
• Third circle > Narrative in management commentary and overlap with NFI  



What can reporting entities do to prepare in the best way?
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➢ Entities in scope of the NFRD may take the opportunity to enhance their overall corporate reporting (financial 
and non financial) 

➢ The figures cannot tell all the story: from accounting to “communication”, more in the narrative

➢ Key non financial risks and opportunities to be illustrated in the financial reporting 

➢ Scenario analysis and judgement needed 

➢ Impact on skills and processes



BREXIT: WHAT WILL CHANGE? 
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TOPIC IMPLICATIONS

EFRAG • UK FRC is member organization 
• UK members taking part to EFRAG groups 
• Currently in the transition period
• Still unclear how the relationships will be regulated in the future  

BROADER 
IMPACT ON 
FINANCIAL 
REPORTING

• Bilateral agreements, cooperation as non-EEA member  
• Not anymore in the EEA, endorsement assessment focused on EEA, different balance of views 

may result from UK exit 
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