
Ｎｏ．５

Current Development of Disclosure Framework  
 

To make financial statement disclosures more effective, the Financial Accounting Standards 
Board (FASB) staff has cooperated with the staffs of the European Financial Reporting Advisory 
(EFRAG), the Financial Reporting Council (FRC) and the Autorité des Normes Comptables (ANC). 
And Discussion Paper on Disclosure Framework for the Notes has been published.  

 
(1)FASB 
On 12 July, 2012, FASB issued a Discussion Paper ‘Invitation to Comment - Disclosure 

Framework’ (Comments Due: 30 November , 2012）.1

①Background  
� The volume of information in the notes to the financial statements has been increasing. 
� Several interested parties including Investor Advisory Committee and Advisory Committee 

on Improvements to Financial Reporting to the United States Securities and Exchange 
Commission (SEC) have requested the development of disclosure framework. 

� On July 8, 2009, the FASB Chairman announced the addition of disclosure framework 
project to the Board’s agenda.  Its objectives of the project are as follows:  
� To establish an overarching framework intended to make financial statement 

disclosures more effective, coordinated, and less redundant; and 
� To seek ways to better integrate information provided in financial statements, MD&A, 

and other parts of a company’s public reporting package 
 

②Executive Summary 
� Scope and objective 

� The project covers only notes to financial statements.  
� The objective and primary focus of this project is to improve the effectiveness of 

disclosures in notes to financial statements. Although reducing the volume of notes to 
financial statements is not the primary focus, the FASB hopes that a sharper focus on 
important information will result in reduced volume in most cases.2

� FASB’s decision process 
� Decisions as to which information should be disclosed in notes should be based on 

whether such information is useful for the assessment of ‘prospects for cash flows’.  
� Thus, FASB has provided a group of questions relates to information about a reporting entity in 

 
1 Original text of FASB’s discussion paper available at  
http://www.fasb.org/cs/BlobServer?blobkey=id&blobwhere=1175824166287&blobheader=application%2Fpdf&blobcol
=urldata&blobtable=MungoBlobs 
2 FASB’s Project update for disclosure framework 
http://www.fasb.org/cs/ContentServer?c=FASBContent_C&pagename=FASB%2FFASBContent_C%2FProjectUpdate
Page&cid=1176156344894 
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general that can affect prospects for future cash flows and limited the information required for notes to 

financial statements.  
� Making disclosure requirements flexible 

� If there are any balances or transactions which are material, notes provide all relevant 
information (including non-useful information) in accordance with disclosure 
requirements, irrespective of whether it affects the prospectus for cash flows.  

� The only way to reduce unnecessary disclosure volume may be to permit or require 
entities to apply selectivity to disclosure requirements.  
� Disclosure requirements will be amended such that entities evaluate the 

approaches specified by FASB to provide disclosures and no judgment of reporting 
entity would be required as to whether disclosure should be provided.  

� FASB identifies combinations of disclosures for respective accounting standards, 
and reporting entities should decide whether disclosure is required or not on each 
item.  

� FASB sets out the minimum and extended disclosures for each accounting 
standard.  

� FASB sets out several levels of disclosures in each accounting standard.  
Accordingly reporting entities determine disclosure levels relevant to them and 
decide items to be disclosed.  

� Determining whether a disclosure is relevant 
� A disclosure would be considered relevant if the future cash flows would be expected to 

change by a material amount from the initial prospectus for cash flows (baseline 
assessment).  

� In addition to the values of amounts, the probability and timing of realization of cash 
flows should be considered and Some obvious relevance decisions that might help 
illustrate the way of thinking are as follows: 
� When the probability of having impact on future cash flows is very small, no 

disclosures would generally be required, unless possible impacts are expected to be 
very material.  

� When possible impacts are immaterial, no disclosures would be required 
irrespective of probability.  

� When impacts are extremely material, disclosures would be required except for any 
impact whose probability of occurrence can almost be ignored.  

� When the probability that impact will be material is extremely high, disclosures 
would be required.  

� Format and organization 
� Disclosures should be entity-specific;   
� Disclosures should use common threshold such as common time intervals or 
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disaggregation levels, rather than each standard.   
� Understandability of notes should be strengthened by using tables, headings, 

cross-references or highlighting.   
� Disclosures can be made flexible with standardization of orders of presentation of notes 

or development of implementation guidance.  
� Disclosures for interim financial statements 

� Users have criticized interim reporting saying that there is not enough information in 
interim financial statements to meet their needs while issuers criticize it by saying that 
it would be impossible to provide interim financial statements that are as complete as 
annual financial statements.  

� The following methods could be used to establish requirements for interim periods:   
� Modify the annual disclosure requirements to fit interim reports. 
� Develop a set of decision questions for setting disclosure requirements for interim 

reports.  
� Other 

� The requirement for a summary of accounting policies may increase the volume of notes 
without adding useful information. Thus the summary of accounting policies was 
identified as a likely candidate for short-term improvement.  

� In evaluating disclosures, the Board considers costs as well as benefits. Depending on 
information to be disclosed, entities may be harmed competitively or in litigation. 

（2）EFRAG 
The EFRAG, ANC, and the FRC in the United Kingdom published on 12 July, 2012, a Discussion 

Paper, ‘Towards a Disclosure Framework for the Notes’3 (Comments Due: 31 December , 2012).  
① Background 

� The publication has been made as a part of proactive works aiming to improve the quality of 
disclosure of financial statements and provide truly required disclosures.  

� As various factors have made the notes far too complex to be easily understood, the 
relevance of notes to financial statements has become deteriorated.  

 
② Executive Summary 

� Definition of the purposes of the notes 
� The purpose of the notes is to provide a relevant description of the items presented in 

the primary financial statements and of unrecognised arrangements, claims against 
and rights of the entity that exist at the reporting date. Therefore the purposes of the 
notes can be considered as follows:  

 
3 Original text of EFRAG’s discussion paper available at  
http://www.efrag.org/files/ProjectDocuments/PAAinE%20Disclosure%20Framework/121015_Disclosure_Framework_-
_FINAL1.pdf 
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� The disclosures in the notes should provide information which amplifies and 
explains the primary financial statements; 

� The notes should focus on past transactions and other events existing at the 
reporting date;  

� Information in the notes should be entity-specific.  
� The implications of applying the definition of the notes are as follows, and defined the 

boundary of the notes.  
� the notes focus on past transactions up to the reporting date;  
� the basis for the disclosure in the notes is that the disclosures are linked to the 

numbers in the primary financial statements; and  
� forward-looking information is excluded unless it is reflected in the measurement 

of items in the primary financial statements. 
� Setting the requirements 

（what information should be relevant information to be provided in notes）
� It is suggested that notes should fulfill the following categories of users’ needs:  

� What the components of line item are;  
（for disaggregated amounts, information on）
� What the item is; 
� how the item fits into the entity’s operations and financial structure; 
� how the item has been accounted for.   

� When to required disclosure? Indications to assess the relevance for each category of 
users’ needs mentioned above have been explained.  

� Other categories may relate to ‘risk’ and ‘stewardship.’   
（Method to require entity to provide relevant information）
� General principles which standards setters should always apply have been provided.  
� Illustration of different approaches that standard setters may take (different 

approaches allowing considerable and little discretion to preparers) 
� Prepares have complete discretion over the disclosure practices.  
� Standards setters define general objectives, but preparers decide what to disclose 

to meet the objectives.  
� Standard disclosures tailored to needs and characteristics of a specific industry  
� A single set of requirements is provided for all items and transactions.  
� Standards provide detailed disclosure requirements for each class of items and 

transactions. 
� Application of requirements – materiality 

（For materiality which is essentially a matter of judgment, suggestions to improve the 
application to disclosures）
� Keep in mind that disclosing immaterial information reduces the relevance and 
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understandability of disclosures.   
� As guidance on the assessment of materiality, association between the indicators for 

relevance proposed in chapter 3 and the indicators for materiality has been illustrated:  
� Application of the requirements - communication 

（Principles and suggestions to improve the organization and communication of information 
included in notes 
� Disclosures should be entity specific; 
� Disclosures should be current; 
� Disclosures should inform the substance of the transaction, going beyond the 

requirements if necessary; 
� Disclosures should be organized; 
� Disclosures should be clear, balanced, concise and written in plain language; and 
� Disclosures should be linked. 
 

③ Other 
� On October 15, 2012, FRC published Discussion Paper ‘Thinking about disclosures in a 

broader context.4’
� This supplements the Discussion Paper issued by EFRAG and FRC in July 2012.  
� The discussion papers has presented disclosure framework to address a wide variety of 

circumstances and in particular considered to specify the criteria.  
 

4 FRC’s Discussion Paper is available at 
http://www.frc.org.uk/getattachment/4e747c33-cc31-469b-9173-a07a3d8f0076/Thinking-about-disclosures-in-a-broade
r-context-A-road-map-for-a-disclosure-framework.aspx 


