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IFRS Primary Financial Statement project

• Issue on operating profit is a symptom, not a cause.

• Fundamental cause is that necessary data for investors to compute highly comparable performance measure are difficult 
to obtain with current IFRS financial statement structure.

• This is the problem for not only PL, but all of the primary financial statements.

• We as Japanese financial statement users decided to discuss based on BS as such problems tend to show more on BS.

• BS is included in the scope of Primary Financial Statement project led by IASB.
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Number of attendees 38 attendees + 9 from IASB (4 were though video)

Categories Investors, Analysts, Information providers, Accountants,  Company IR, 
Academics, Regulators etc.

Participants overseas WEBEX is set for overseas regulators and standard-setters to observe the 
event. There were request from 6 parties and 2 joined. For those parties 
that could not join, agenda and minutes are shared via e-mail.

 IASB has started on the Primary Financial Statement project aiming to improve 

disclosure for Better Communication

 IASB recognizes that financial statements (mainly PL) need more structure to meet 

investors demands (Per Chairman’s speech on 30 June)

 IASB started with alternative performance measure (APM) such as operating profit as 

an urgent issue



• Financial Reporting initiative
http://www.ifrs.org/Features/Pages/Hans-Hoogervorst-better-communication.aspx
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<Appendix> Better communication

Many investors already consume IFRS Standards 
information through electronic media. We expect 
this tendency to be increasingly pervasive in the 
future. Currently, investors often use data 
aggregators (data via aggregators:  author’s note), 
who add their own industry tags (items) and other 
related information. The big question here is to 
what extent our Standards can and should meet a 
broader range of electronic reporting needs. This 
question ties in with our possible efforts to provide 
more structure to the income statement.



How investors / data users are using information on BS?

Opinion from attendees

―BS is the most important statement which shows 

the company’s financial position －

1. We look at current/ non-current assets and liabilities to see whether company’s 
funding is balanced (terms of payment and collection are balanced) 

2. In CFROI valuation model, asset life of invested capital is estimated based on 
amount of invested capital, free cash flow, and non-depreciable asset ratio, etc. 
Details of assets included in Notes are used to see the difference between 
useful lives of actual assets and that used in depreciation. 

3. We monitor the situation of cross-holding shares. There are some patterns for 
disclosure depending on the companies, some disclose cross-holding shares 
separately on BS, while others disclose within “Other financial assets”. In such 
case, we look at the Notes for “Other financial assets”.

4. We collect data of financial instruments by each category. In IFRS, detailed data 
of financial instruments are often disclosed in Notes.
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Today’s Discussion Points
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1. Does Financial Statement based on IFRS disclose current/non-
current assets and liabilities in a way which facilitates analysis?

2. On BS, PPE is sometimes disclosed only as total and details of 
PPE are disclosed in the Notes. Are the information on Notes 
enough for analysis?

3. For items such as “Securities” which is not required to be 
disclosed separately under IAS 1, line items are determined by 
each company. Do the investors understand the classification 
correctly (What is included in which line item)?

4. IAS 1 does not clearly request to disclose each accounting items.  
Thus, many financial instruments are disclosed as “Other 
financial assets” on BS. Is the current disclosure useful and 
enough for analysis?

https://www.google.co.jp/url?q=http://jlloydmorgan.blogspot.com/2012/08/a-cowards-paradise.html&sa=U&ei=T9R-U6nANczokAX4rIDwBA&ved=0CFIQ9QEwEg&usg=AFQjCNFxcw1lwYPQr5i59wXxqOwNQgTx9A
https://www.google.co.jp/url?q=http://jlloydmorgan.blogspot.com/2012/08/a-cowards-paradise.html&sa=U&ei=T9R-U6nANczokAX4rIDwBA&ved=0CFIQ9QEwEg&usg=AFQjCNFxcw1lwYPQr5i59wXxqOwNQgTx9A
https://www.google.co.jp/url?q=http://jlloydmorgan.blogspot.com/2012/08/a-cowards-paradise.html&sa=U&ei=T9R-U6nANczokAX4rIDwBA&ved=0CFIQ9QEwEg&usg=AFQjCNFxcw1lwYPQr5i59wXxqOwNQgTx9A
https://www.google.co.jp/url?q=http://jlloydmorgan.blogspot.com/2012/08/a-cowards-paradise.html&sa=U&ei=T9R-U6nANczokAX4rIDwBA&ved=0CFIQ9QEwEg&usg=AFQjCNFxcw1lwYPQr5i59wXxqOwNQgTx9A
https://www.google.co.jp/url?q=http://jlloydmorgan.blogspot.com/2012/08/a-cowards-paradise.html&sa=U&ei=T9R-U6nANczokAX4rIDwBA&ved=0CFIQ9QEwEg&usg=AFQjCNFxcw1lwYPQr5i59wXxqOwNQgTx9A
https://www.google.co.jp/url?q=http://jlloydmorgan.blogspot.com/2012/08/a-cowards-paradise.html&sa=U&ei=T9R-U6nANczokAX4rIDwBA&ved=0CFIQ9QEwEg&usg=AFQjCNFxcw1lwYPQr5i59wXxqOwNQgTx9A


1. BS of IFRS -- How difficult to compare each other?! --
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 After adopting IFRS, there are fewer line items in BS but too many varieties (that it is difficult to compare).

 Items comparable among companies have lessened, and in more cases assets and liabilities are disclosed 
without current/non-current distinction in BS



2. Notes not being a breakdown of the Face（Ex. “Other Financial Assets”）

…Classifications required in IAS 1 (Face) and IFRS 9 (Notes) are different
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 In BS, “Other financial assets (current)” and “Other financial assets (non-current)” are disclosed separately.
 In Notes, details of financial assets (such as receivables, debt securities, equity securities) and total are disclosed.
 Amount in Notes do not match the amount by line items in BS, that current and non-current amount of each 

categories are not specified.



3. PPE (Not comparable as level of classification of assets differs by company)
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 Classifications are rough and have variety. ((1) has 3 classes, but (2)has only 2)

 Lands and buildings differ regarding depreciation.  It is better to be separated.

 “Construction in progress” should also be separated

(1) (2)



4. Disclosure of Securities（Line item not required separate disclosure under IAS 1）
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4 patterns of disclosing financial assets on balance sheet 

(20 companies) :

Even if securities are disclosed separately, we cannot 

identify cross-holding shares without current/non-current 

classification. Assumption is made based on both disclosure 

on BS and Notes.

 Difficult to find the amount of “Cross-holding shares” as disclosure of Securities differ by each company.

Company which disclosed only “other financial asset” ：

A Securities, and Derivatives disclosed separately on BS. 

No “Other financial assets”

3

B Securities, Investments and “Other financial assets” 

disclosed separately on BS. 
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C Only “Financial Assets” and “Other financial assets” on 

BS. Details of investments NOT disclosed in Notes.
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D Only “Financial Assets” and “Other financial assets” on 

BS. Details of investments disclosed in Notes.
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E No Financial assets disclosure 2

Security 

code

Company name Current

Other 

financial asset

Non-current

Other financial 

asset

Current/non-

current  

classification

7741 HOYA CORP 4% NA F 

2914 JAPAN TOBACCO INC 67% F 

2432 DENA CO LTD 88% F 

3659 NEXON CO LTD 52% F 

5201 ASAHI GLASS CO LTD NA 94% F 

4502

TAKEDA PHARMACEUTICAL 

CO LTD 52% F 

4503 ASTELLAS PHARMA INC 67% F 

6754 ANRITSU CORP 99% 100% T 

9984 SOFTBANK GROUP CORP 68% 85% T 

4568 DAIICHI SANKYO CO LTD 72% 89% T 



5. Disclosure of "Interest-bearing debts“
（Line item not required separate disclosure under IAS 1 ）
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“Interest-bearing debts” and “Other 

financial liabilities” disclosed on BS

Only “Other financial liabilities” disclosed 

on BS (No “Interest-bearing debts”)

 Difficult to find the amount of “interest-bearing debts” as there are many different disclosures for 
“Financial liabilities” .

 If the amount of “Interest-bearing debts” is large enough, it should be disclosed separately.

Consolidated Statement of Financial Position 18. OTHER FINANCIAL LIABILITIES

Millions of Yen Millions of Yen 

As of March

31, 2016

As of March

31, 2016

LIABILITIES AND EQUITY Derivative liabilities  3,697

Current liabilities: Lease liabilities  1,868

Bonds and borrowings   260,755 Total  5,565

Trade and other payables   286,123 Current  1,820

Other financial liabilities   1,820 Non-Current  3,745

Income tax payables  15,220

Other current liabilities   242,950

Total current liabilities  806,868

Non-current liabilities:

Bonds and borrowings   592,045

Other financial liabilities   3,745

Accrued pension and retirement benefits   139,049

Other non-current liabilities   82,392

Deferred tax liabilities   4,598

Total non-current liabilities  821,829

Total liabilities 1,628,697 (Extracts from Annual Securities Report FY2015)

1. Interim Condensed Consolidated Statements of Financial Position 7. Financial Assets and Financial Liabilities 

(In thousands of yen) (In thousands of yen)

June 30,

2016

June 30,

2016

Liabilities BookValue

Current liabilities Financial liabilities

Trade and other payables   18,704,889 Trade and other payables

Other financial liabilities current   43,564,606 Financial liabilities measured at amortized cost  18,704,889

Accrued expenses  6,205,874 Other financial liabilities current

Income tax payables   3,777,847 Financial liabilities measured at amortized cost

Advances received  9,503,805 Deposits received  1,211,568

Provisions current  856,004 Short-term borrowings  42,058,000

Other current liabilities  10,975,970 Corporate bonds  262,500

Total current liabilities  93,588,995 Other  32,538

Non-current liabilities Total  43,564,606

Other financial liabilities non-current   202,718 Other financial liabilities non-current

Deferred tax liabilities   1,327,490 Financial liabilities measured at amortized cost

Provisions non-current  840,094 Long-term borrowings  202,718

Post-employment benefits  5,394,192 Office security deposits received under sublease agreement   -

Total non-current liabilities  7,764,494 Other  -

Total liabilities  101,353,489 Total   202,718

(Extracts from Form 6-K Second Quarter FY2016)



Other comments from discussion

• There is a company who changed the classification of investment in an associate 
from equity method to FVTOCI. But we could not see the impact in PL, and no 
information disclosed in Notes. (Asset manager)

• I focus on whether companies make sudden impairment. So I need the details of 
the fixed assets to assess whether impairment would be necessary in near future. 
(Asset manager)

• Notes are not in one to one relationship with each item of the primary financial 
statements. For example, current and non-current items are disclosed separately 
on the primary financial statements, while disclosure on Notes is a break down not 
necessarily with current/non-current distinction. (Information vendor)

• IFRS based BS is more simplified, and there is a tendency to have more information 
on the Notes instead. But information on the Notes are usually disclosed in 
different ways depending each company, that comparison between companies 
becomes much more difficult. (Sell-side analyst, information vendor)
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Comments from companies, accountants, IASB

Companies
 “Having  too many line items on BS was thought to be difficult to see" (Comment from a company with  

much information on Notes but too little BS)

Accountants
 Auditors and companies are both more concerned about the compliance, that convenience of investors 

is  secondary.

 The most important thing for companies and auditors, is to make financial statements not in violation of 
the standards. There is a tendency to avoid risks and aim only to conform to the standards.

IASB
 We have not heard these opinion from investors in EU. We wonder whether the format of financial 

statements is more solid in EU.

 Could such cases be  improved in the audit process?

 Since Japanese companies have been accustomed to rule-based disclosure, they may not be accustomed 
to the principles-based disclosure. Not indicating directly in IAS 1 does not mean that it is not necessary to 
disclose.

 IFRS may not be fully understood. For example, there is no fact that says small BS is better under IFRS. 

11



Summary and Consideration from today's discussion

The issues discussed today – importance of the clear definitions of 
each accounting item, structure of primary financial statements and 
Notes etc. – are issues that relate to entire financial statements, not 
only issues for BS, or PL.

• For structured statements, clear definitions of each accounting item are 
necessary.

• Information in the Notes need clear relation with the line-items on the 
face. (Notes must be breakdown of primary financial statements items)

• It is necessary to specify more items to be disclosed separately (unless the 
item is immaterial) on the face of financial statements.

• Since investors use data in their analysis model, information which cannot 
be imported into a database are not very useful.

• Even if a company pursues excellent disclosure on its own, it is difficult to 
improve comparability with other companies.
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Possible approaches

Approach(1)

 Provide more detailed specification in IAS１

 Specify line items that must be disclosed on the face of financial statement such as “securities (cross-

holding shares)”, “derivatives”, and “borrowings” in more detail, including classification.

Approach(2)

 Establish disclosure regulation or standards  (Security commission or IASB) 

Standards could be principle-based, but to make companies disclosure fairly and accurately, rules or   

guidelines are needed to some extent.

Approach(3)

 Provide best practices

 Enhance current illustrated examples provided in IFRS Standards. 
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In either cases, it is desirable to have investors, companies, regulators and 
auditors get together to build mutual recognition on what is needed and how 
to share the roles to accurately provide information and improve quality of 
analysis.



Message to IASB

• Issues of PL such as operating income or APM are not because 
of “having no definition in IFRS”, but rather because “financial 
statements were not structured in a way users can calculate 
such performance measures on their own”. 

• Even if IFRS standards provided definition for operating 
income or other APM, if supporting numbers are not 
disclosed, we cannot take these numbers as comparable.

• To enhance transparency and comparability, standard should 
require line items to be disclosed specifically, and primary 
financial statements and Notes should be more structured, so 
that supporting numbers of operating income or APM can be 
obtained.

14


