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DISCLAIMER 

The views expressed in this presentation are those of the presenter, except

where indicated otherwise. EFRAG positions, as approved by the EFRAG Board,

are published as comment letters, discussion or position papers, or in any other

form considered appropriate in the circumstances.
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FINANCIAL REPORTING

ABOUT EFRAG
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BROADER CORPORATE

REPORTING

Activity started in 2019

• Stimulate innovation 
in corporate 
reporting

• Assist the EU action 
plan with good 
practices on Non 
Financial Information  



EFRAG’s two streams 

How to provide better information on 
intangible resources in financial reporting

How to report on non-financial risks and 
opportunities and the linkage to the 
business model

Financial

Non-financial

EFRAG has initiated projects related to intangibles for both 
of its two streams of activities 

4



FINANCIAL REPORTING IS EVOLVING TO KEEP ITS RELEVANCE

THE ISSUE 
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• 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)

• Do we really need “more”? Starting from the issue of disclosure overload, 

essential to keep an integrated approach and focus on materiality

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

What is already happening? 

• EFRAG inputs to the IASB project on Practice Statement on Management 

Commentary 

• EFRAG project on Better information on Intangibles



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

NAVIGATING INTO CORPORATE REPORTING COMPLEXITY
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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)

 Integrated to avoid 
duplications of FI and NFI

 “What to do” VS “How to do”: 
framework-neutrality 



Financial 

Issue

View that financial reports do not provide 
investors with adequate information on how 
an entity creates, maintains and improves 
value

What to do

1) Identify what information is provided 
today

2) Understand how the information is used
3) Consider whether/how it can be done 

better
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Project history 

In August 2018, following the input received from constituents in

response to the EFRAG Research Agenda Consultation, the EFRAG

Board decided to add a research project on better information on

intangibles to its research agenda.

In Q1 of 2019, the EFRAG Secretariat conducted a total of 17

interviews with academics, preparers, users, valuers and other

professionals.

There was a degree of consensus that that information about the

intangibles is lacking in the primary financial statements, however,

interviewees expressed a mix of views regarding the possible solutions

to the problem
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Initial input from interviews

9

Allow for earlier 
capitalisation

Focus on specific 
factors

Externally acquired 
vs. internally 

generated

Concerns over 
accountability and 

proprietary 
information

Valuation 
challenges

Interviews with preparers, academics, valuation experts, users, 
accountants and standard-setters



Financial 

Literature 
review

1) Intangibles in a macro perspective
2) Unrecognised intangibles and their 

impact on the value relevance of 
financial reporting

3) Information on specific unrecognised 
intangibles. Impact on performance, 
market value, and users

4) Information on intellectual capital. 
Impact on performance, market value, 
and users

5) Frameworks and models for measuring 
and reporting on intangibles
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Financial 

The next step in the project is to identify how entities are currently 

explaining how they create, maintain and/or improve value. 

The EFRAG Secretariat will then create panels of users and preparers to 

identify examples of good practice.

A call for members will be sent in December 2019. 

The panels will identify examples of good practices in industries that 

depend heavily on intangibles and, as such, have voluntarily 

already adjusted their external financial reporting to specifically address 

information needs of users of their financial information, and then 

examine whether and to what extent these good practices could be 

applied to general preparers, starting from industries in which intangibles 

are still not specifically covered by tailored disclosure practices.
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Non-financial 

Issue

Reviews of both EU and global companies’ 
reporting practices have shown that there 
is scope for improvement in the linkage 
between the business model description 
and non-financial information including the 
related risks and opportunities

What to do

The project will focus on examples of 
companies’ business model reporting and 
linkage to non-financial risks and related 
opportunities

Non-authoritative guidelines (examples of 
good pratice) 12



EFRAG receives financial support of the European Union - DG

Financial Stability, Financial Services and Capital Markets Union. The

content of this presentation is the sole responsibility of EFRAG and

can under no circumstances be regarded as reflecting the position of

the European Union.
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