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MAJOR POINTS

1.  We do not support the proposed introduction of a new threshold for voluntary changes in
accounting policy that result from an agenda decision published by the IFRS Interpretations
Committee (the Interpretations Committee). This is discussed further in our responses to
guestions 1 and 2 below.

RESPONSES TO SPECIFIC QUESTIONS

Question 1: The Board proposes to amend IAS 8 to introduce a new threshold for voluntary
changes in accounting policy that result from an agenda decision published by the IFRS
Interpretations Committee. The proposed threshold would include consideration of the
expected benefits to users of financial statements from applying the new accounting policy
retrospectively and the cost to the entity of determining the effects of retrospective
application.

Do you agree with the proposed amendments? Why or why not? If not, is there any
particular aspect of the proposed amendments you do or do not agree with? Please also
explain any alternatives you would propose, and why.

2. No, we do not agree with the proposed amendments, introducing a new threshold for
voluntary changes in accounting policy that result from an agenda decision published by the
Interpretations Committee. While we support the objective of the proposed amendments,
which is to facilitate the application of voluntary changes in accounting policy that result from
an agenda decision, we are concerned that they will not achieve this objective and, further,
may have unintended consequences.

3. In particular, we are concerned that the introduction of the new threshold may mean that
some voluntary changes in accounting policy are not applied retrospectively, resulting in a
loss of comparability between entities and a loss of information for users of financial
statements.

4.  We also do not think that voluntary changes in accounting policy that result from an agenda
decision should attract a different accounting treatment from other voluntary changes in
accounting policy. We share the concerns of some board members, as stated in BC7, and
EFRAG, as stated in their draft comment letter, that this may be viewed as creating an
arbitrary distinction between voluntary changes in accounting policy that result from an
agenda decision and other voluntary changes in accounting policy, thereby according
authoritative status to voluntary changes in accounting policy that result from an agenda
decision.

5. We do not, however, agree with EFRAG’s suggestion that the new threshold should apply to
all voluntary changes in accounting policy for the reasons given in paragraph 3 above. In our
view, a better approach would be for the IASB to consider reviewing the use of the existing
impracticability threshold, which arguably sets too high a hurdle and therefore does not
facilitate the application of all voluntary changes in accounting policy.

Consideration of expected benefits and cost

6. We are concerned that the consideration of the expected benefits to users of financial
statements from applying the new accounting policy retrospectively and the cost to the entity
of determining the effects of retrospective application is too subjective to be applied
consistently and, further, may be possible to manipulate.
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7.

We note that the IASB has previously expressed concerns regarding the introduction of a
similar exemption based on the assessment of undue cost, for example paragraph BC24
states:

... the [IASB] decided that an exemption based on management’s assessment of undue cost
or effort is too subjective to be applied consistently by different entities. Moreover, the [IASB]
decided that balancing costs and benefits is a task for the [IASB] when it sets accounting
requirements rather than for entities when they apply those requirements...

However, as discussed in paragraph 13 below, it may be helpful to apply a consideration of
expected benefits and cost to the timing of applying a change in accounting policy that
results from an agenda decision.

Process for publishing agenda decisions

9.

10.

11.

We are concerned about the process for publishing agenda decisions. Paragraph BC16
summarises the process as follows:

... The matters submitted to the [Interpretations Committee] are generally complex in nature
and have resulted in entities applying different reporting methods and that the [Interpretations
Committee] publishes an agenda decision after research, analysis and discussion of these
matters...

The conclusions in agenda decisions are that the principles and requirements in IFRS
Standards provide an adequate basis for an entity to determine the appropriate accounting.
However, we would challenge these conclusions in the agenda decisions regarding the most
complex and contentious matters.

As an alternative, we would propose resolving such matters by complementing or changing
IFRS Standards using IFRIC Interpretations or narrow-scope amendments. If this is not
possible, it might at the very least be helpful to ensure that the wording of the agenda
decision makes clear when a complex or contentious issue has been subject to debate
before a final decision was reached.

Question 2: The Board decided not to amend IAS 8 to address the timing of applying a
change in accounting policy that results from an agenda decision published by the IFRS
Interpretations Committee. Paragraphs BC18-BC22 of the Basis for Conclusions on the
proposed amendments set out the Board’s considerations in this respect.

Do you think the explanation provided in paragraphs BC18-BC22 will help an entity apply a
change in accounting policy that results from an agenda decision? Why or why not? If not,
what do you propose, and why? Would you propose either of the alternatives considered by
the Board as outlined in paragraph BC20? Why or why not?

12.

13.

We agree that the timing of applying a change in accounting policy that results from an
agenda decision published by the Interpretations Committee can be problematic because the
agenda decision might be viewed as being effective immediately upon publication.

We would suggest that to help an entity apply a change in accounting policy that results from
an agenda decision, rather than introducing either of the alternatives outlined in paragraph
BC20, the IASB considers introducing a consideration of expected benefits and cost to the
timing of applying a change in accounting policy that results from an agenda decision. As
stated in paragraph BC22, determining what ‘sufficient time’ to implement a change is
requires judgment, and application guidance on the expected benefits and cost of the timing
of applying a change may support entities in applying this judgement.
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