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AbstRACt

Preparing financial statements has always been a demanding responsibility requiring the input of highly trained 
professionals. Growing complexity of business transactions and greater investor, regulatory and public scrutiny has 
substantially increased the demands on financial reporting. Standard setters are responsible for defining financial 
reporting standards which provide consistently meaningful information to users of financial statements while balancing 
the costs of preparing such information. Standards have continued to evolve to strike that balance but there is growing 
concern that financial reporting has become overly complex. 

This report summarises a survey of ACCA members investigating the complexity and relevance of current financial 
reporting requirements. ACCA supports the development of global financial reporting standards and the survey therefore 
focused on the application of International Financial Reporting Standards (IFRS) and/or IFRS equivalent standards. The 
survey investigated whether financial reporting requirements are disproportionate to their intended benefits and whether 
there are opportunities for improvement.
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Increasing complexity in financial 
reporting standards themselves 
also adversely affects confidence 
in the financial reporting system.

bACkgRound

The growing complexity of business transactions, and 
greater investor, regulatory and public scrutiny have all 
added to the demands on financial reporting. Financial 
reporting aims to reflect economic and business reality, 
which ultimately shapes how investors formulate their 
investment decisions. Obscuring that reality can have a 
chain of negative consequences affecting investors 
themselves, lenders, customers, suppliers and employees. 
Although the consequences of inaccuracy in financial 
statements due to fraud are often sensational, there is a 
widening concern that the increasing complexity in 
financial reporting standards themselves also adversely 
affects confidence in the financial reporting system.

This has been acknowledged by those who are responsible 
for setting the standards that underpin financial reporting 
across the world, and increasing efforts are being made to 
understand how financial reporting can be made more 
effective.

International Financial Reporting Standards (IFRS) are 
increasingly becoming the global set of accounting 
standards, and for many countries the move to IFRS has 
been quite recent. 

Therefore, in October 2008, ACCA conducted an online 
survey to investigate the experience of ACCA members 
closely involved in the preparation of financial statements 
using IFRS. Responses were received from 117 members 
across a wide range of countries and size of businesses.

executive summary

Hedge accounting (IAS 39)

Yes, excessively 
complex

Yes, complex but 
acceptably so in 

today’s environment

No, is relatively 
simple

Share-based payments (IFRS 2)

Pensions (IAS 19)

Income tax accounting (IAS 12)

Business combinations (IFRS 3)

Financial instrument disclosure (IFRS 7)

Figure es1: Perceived degree of complexity of specific accounting areas
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key FIndIngs

Financial reporting is an important consideration for most 
organisations
In order to understand the wider perceptions of preparers 
of financial statements, respondents were asked their 
views on specific areas of financial reporting, even where 
they had little practical experience in that specific area. 
This meant that questions on certain areas were 
considered by more respondents than others. There was a 
close correspondence between the views of respondents 
with experience in these areas of financial reporting and 
the perceptions of the overall sample (see section 1.3). 

There was a strong view that the organisations for which 
the respondents worked attributed significant importance 
to the financial reporting process, with respondents 
scoring good communication and presentation of annual 
report at 4.13, on average, out of a possible 5.0 (see Fig. 
2.2). This is further evident from the significant proportion 
of time spent on the process by respondents, and the 
willingness of the companies to use specialist external 
consultants when required, as well as the level of input 
from non-finance staff in the preparation of annual 
reports.

Respondents were also positive about improvements in the 
financial reporting process that had occurred since they 
had become involved in the preparation of financial 
statements (See Fig. 2.7). As well as benefiting from 
experience over time (62 respondents), respondents 
certainly believed that there had been improvements to 
the financial reporting standards themselves (57), as well 
as in the availability of other sources of guidance (47).

organisations attributed significant 
importance to the financial 
reporting process, with 
respondents scoring good 
communication and presentation of 
the annual report highly.

Hedge accounting (IAS 39)

Useful to both 
external and internal 
users

Useful to external 
users only

Useful to internal 
users only

Not useful

Share-based payments (IFRS 2)

Pensions (IAS 19)

Income tax accounting (IAS 12)

Business combinations (IFRS 3)

Financial instruments disclosure (IFRS 7)

Figure es2: Perceived degree of usefulness of the resulting information

 0 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

63

52 15

18

14

10

9 

19

10

14

12

7

67

69

74

73

8 10

13 7

512

13

26



8

standards and their requirements are difficult to 
understand and costly to implement 
The predominant concern for respondents regarding 
complexity across all areas of financial reporting was the 
cost (in time and money) of fulfilling the requirements of 
the particular standards (see section 4). The importance 
given to this, which is understandable from a preparer’s 
perspective, is clearly evident from responses regarding 
which ‘other’ areas of financial reporting were thought to 
be complex. Despite there not being any other significantly 
common areas noted, the primary concern was cost. This, 
coupled with the relatively high scoring attributed to the 
difficulty in understanding the respective standards 
themselves, further indicates strong opinion that there is 
an element of avoidable complexity, which is a direct result 
of the governing accounting standards themselves.

standards themselves are the main source of 
understanding and application
One of the most striking results from the survey was how 
many members claimed to use the accounting standards 
themselves, when asked how they came to understand and 
apply them (see section 5). The results to this question 
were consistent across all the areas sampled, showing that 
in all areas over 70% of respondents read the accounting 
standards themselves for information on their application. 
They often also used additional material (checklists and 
interpretative guidance) and specialist advice, but not to 
nearly the same extent. 

Resulting information is generally useful
It was clearly evident that despite some of the complexity 
in producing the relevant information, respondents found 
that it was useful in general. As shown in Fig. ES2, in all 
areas, over 75% of members believed that the information 
was useful to internal and/or external users. Not 
surprisingly, the areas that members had some 
reservations with in this respect were hedge accounting 
followed by financial instrument disclosure. These two 
areas were also considered to be the most complex.

    75% 
  

of members believed that the 
information was useful to internal 

and/or external users.

An element of complexity is often inherent in the 
underlying transactions
As is evident from Fig. ES1, there was a clear indication 
from respondents that financial reporting using IFRS is 
complex. In all areas considered in detail in this survey, 
there was a large majority opinion that the accounting 
process was difficult. What was also clear was that much of 
that complexity was actually inherent in the type of 
transactions with which they were dealing. This sentiment 
was also reflected in the responses to the question about 
why those areas were complex. The score attributed to the 
difficulty of understanding the transactions themselves 
was consistently the second ranked in all areas considered. 

What was also clear was that much 
of that complexity was actually 
inherent in the type of transactions 
with which they were dealing. 

Much complexity could be avoided
Areas in which members indicated that the complexity was 
largely avoidable (excessively complex) were:

hedge accounting•	

financial instrument disclosure•	

share-based payments, and •	

accounting for pensions. •	

Of those, hedge accounting further stands out, with almost 
two-thirds of respondents suggesting that the accounting 
requirements were excessively complex. The types of 
financial instrument that form the basis of hedging 
transactions carried out by companies are recognised as 
being inherently complex, but despite this respondents still 
believed that much of the complexity for accounting for 
such transactions could be avoided. 
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IMPlICAtIons

In August 2008, in the US, the Securities and Exchange 
Commission’s Advisory Committee on Improvement to 
Financial Reporting (CIFR) issued its final report of 
recommendations, a year after it was set up. The report, 
geared towards requirements for US companies, 
highlighted proposals in five practical areas, three of which 
could be interpreted as US-specific issues. The other two 
areas were enhancing the accounting standards-setting 
process and improving the substantive design of new 
standards.

Although these recommendations certainly placed critical 
importance on the users of financial statements, there was 
a call for greater dialogue between users, preparers and 
auditors, as well as a more substantial input into the 
standard-setting process. Suggestions included ‘increased 
field work for proposed standards and formalising post-
adoption review of standards, as well as periodic 
assessments of existing standards’. Furthermore, there 
was a clear indication that actual accounting standards 
themselves ‘do not clearly articulate their underlying 
objectives and principles’.1

The results of this survey, although drawn solely from a 
preparer perspective, echo many of those concerns, and 
suggest similar ways of improving the financial reporting 
process.

Avoidance of complexity 
Respondents recognised that much of the complexity in 
accounting derives from the intricacies of the actual 
transactions themselves and is, therefore, beyond the 
control of accounting standard setters.  

Nonetheless, what was equally evident was that for certain 
areas of financial reporting, namely, hedge accounting, 
financial instrument disclosure, pension accounting and 
the accounting for share-based payments (SBPs), much of 
the complexity encountered by respondents (see Fig. ES1) 
was unnecessary. Given the common concerns of 
members (for all areas sampled) about understanding and 
fulfilling the requirements of specific standards, it is clear 
that there is an element of avoidable complexity. 

1. Final Report of the Advisory Committee on Improvements to Financial 
Reporting to the US SEC, 1 August 2008.

Therefore, and perhaps especially so, given the reliance 
put on the standards themselves by preparers of financial 
statements, there was a strong indication from the survey 
that standard setters need to be mindful of how the 
requirements of standards can affect preparers. Thus, 
when asked how complexity in these areas of financial 
reporting could be reduced, a considerable number of 
respondents consistently pointed to the drafting of the 
prevailing standard (see section 7). This often scored 
higher than factors that were specific to that particular 
area. 

This is particularly relevant with many of the projects 
currently being undertaken by the IASB. The proposals to 
amend standards relating to financial instruments, 
accounting for retirement benefits and income taxes which 
are currently under review by the IASB, may significantly 
impact the requirements of the extant and resulting 
standards. The fact that any changes are often 
burdensome, especially when considerable investment has 
been made in understanding existing requirements is also 
evident from the survey, where respondents indicated that 
much of the complexity encountered in applying the 
standards was in the first year, and eased subsequently.

Both for new standards and subsequent amendment to 
existing standards, standard setters need to ensure that 
they fully analyse the wants of users, while taking into 
account the costs faced by preparers. This is clearly a 
difficult balance to strike. Again, as is evident in the results 
from this survey, respondents largely viewed the resulting 
financial information as useful to users (internal and/or 
external). At the same time, however, concerns were raised 
about the time needed for, and costliness of, producing 
that information.

there was a strong indication from 
the survey that standard setters 
need to be mindful of how the 
requirements of standards can 
affect preparers.
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ReCoMMendAtIons FoR the stAndARd-settIng 
PRoCess

Respondents to the survey provided a number of general 
indications of how the reporting process could be 
improved. Although there were a number of specific 
accounting issues, each of which need to be considered in 
relation to a particular area of financial reporting, these 
should also be viewed as indicators for continuous 
assessment of existing requirements. 

The standard-setting process is a difficult balancing act, 
but there are certainly a number of factors that could be 
improved in that process to ensure that preparers and 
users maximise the benefits, and do not suffer further 
complexity in addition to the considerable inherent 
complexity of much business activity today.

engagement of the preparer community 
The standard-setting process should engage preparers 
throughout the process, as well as stressing the 
importance of user demands. Not only should preparers 
be involved at an early stage, but their practical (and 
recent) experience should be considered at the validation 
and approval stage.

Research and analysis 
It is vital that impact assessments are carried out on any 
proposed new standards or any major amendments to 
existing standards. There is a cost to applying new 
requirements, and it is important to ensure that the 
benefits are worthwhile, especially where much investment 
has already taken place for understanding and 
implementing the existing requirements.

Material disclosure 
While disclosure to supplement other information in the 
financial statement is of vital importance, it is clear that 
there is a belief that some disclosure requirements are 
over-burdensome, given the materiality of transaction 
themselves. More explicit guidance in the standards in 
relation to what elements would be considered material, 
and, therefore, require more detailed disclosure, would 
benefit both preparers and users by helping to avoid 
unnecessary complexity in financial reports. 

guidance and drafting
Accounting standards as a whole appear to be clearly 
written, although some of the requirements could still be 
made easier to understand. This could be aided by more 
focused and practical guidance to supplement them.
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1.1 Context

Standard setters are responsible for defining financial 
reporting standards that provide consistently meaningful 
information to users of financial statements while 
balancing this with the costs of preparing such 
information. 

The discussion and concerns over the complexity in 
current financial reporting regimes across the world are 
becoming more important to international standard 
setters. In June 2007, the US Securities and Exchange 
Commission (SEC) established an advisory committee to 
examine the US financial reporting system.2 SEC chairman 
Christopher Cox said that the primary reason for its 
creation was that: 

‘Our current system of financial reporting has become 
unnecessarily complex for investors, companies, and the 
markets generally. The time is ripe to review how that 
system can be made less complex and more useful to 
investors.’

The continuing convergence between US Generally 
Accepted Accounting Principles (US GAAP) and 
International Financial Reporting Standards (IFRS) is seen 
by the respective accounting standard setters as an ideal 
opportunity to improve accounting in important areas. One 
such area is that of reporting financial instruments, which 
was the subject of a discussion paper3 issued by the 
International Accounting Standards Board (IASB). Sir David 
Tweedie, the IASB chairman, introduced the paper: 

‘IAS 39, which the IASB inherited from its predecessor 
body, is far too complex. We are determined to simplify 
and improve IAS 39 by creating a principle-based 
standard. Those who believe in reducing complexity in 
accounting standards have now the opportunity to shape 
the way ahead’.

In 2008 in the UK, the Financial Reporting Council (FRC) 
launched a wide-ranging project to review the complexity 
and relevance of current corporate reporting requirements 
for UK publicly traded companies. 

2. ‘The Advisory Committee on Improvements to Financial Reporting 
(CIFR) is headed by Robert C. Pozen, chairman of MFS Investment 
Management’, SEC Press Release 2007-123, 27 June 2007, available from 
<http://www.sec.gov/news/press/2008/2008-166.htm>.

3. In March 2008, the IASB issued a discussion paper, Reducing 
Complexity in Reporting Financial Instruments. The paper is part of a joint 
convergence project with the US Financial Accounting Standards Board 
(FASB). 

1.2 CAuses oF CoMPlexIty 

It is clear that considerable complexity can originate from 
the intricacy of commercial transactions and events 
themselves. The accounting for such transactions, by its 
very nature, is complicated and is therefore beyond the 
control of standard setters. It is therefore imperative to 
acknowledge and distinguish two types of complexity in 
financial reporting from the outset: that which is 
inescapable, owing to the inherent complexity of certain 
transactions, and that which could be avoided, having 
been brought about by accounting standards themselves. 
 

the complexity caused by financial 
reporting standards can also 
derive from many factors, such as 
their length, the difficulty in 
understanding them, and the cost 
of applying their requirements. 
 

1.3 Methodology

In October 2008, ACCA conducted a survey of members 
who participate in the preparation of financial statements 
under International Financial Reporting Standards (IFRS). 

In order to shed light on the common concerns of those 
across the world who are applying IFRS in the preparation 
of their financial reports, ACCA’s survey asked members 
closely involved in preparing financial statements to 
consider how significant an impact financial reporting 
standards themselves have had in causing complexity, with 
a view to making recommendations to the IASB.

The aim of the survey was to consider from the preparers’ 
perspective whether current financial reporting 
requirements are excessively burdensome, the main 
reasons for this and the potential to reduce any 
complexity. The survey was undertaken by means of a 
questionnaire distributed by e-mail, and members were 
given four weeks to respond.

The survey was undertaken among a sample of members 
who had previously expressed a positive interest in taking 
part in ACCA research related to financial reporting. The 
questionnaire was sent to 1,338 members interested in 
financial reporting using IFRS (or equivalent standards) 
across ACCA’s international membership base. The focus 
was on the overriding causes of complexity, and the 
relevance of IFRS, rather than on how those views might 
differ between jurisdictions. A total of 117 members 
responded (see Table 1.1).

1. Introduction

http://www.sec.gov/news/press/2008/2008-166.htm
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The questionnaire was designed in such a way as to reveal 
which areas of financial reporting are commonly seen as 
unduly complex and burdensome and why this may be the 
case. The survey was divided into three sections.

The first section asked members about their general 
experience of the financial reporting process within their 
organisations. This section of the survey concluded with a 
question asking members to identify specific areas of 
financial reporting of which they had experience.4

Having identified the areas of financial reporting of which 
they had had most recent experience, members were 
asked to consider how complex they found them, why they 
believed this to be the case and, if any complexity did 
exist, how it could be reduced. Given the relevance of the 
perceptions of preparers involved in the accounting 
process, as well as those who had actual experience in the 
specific areas, all respondents were able to answer the 
subsequent area-specific questions. 

4. In April 2008, the UK FRC conducted a questionnaire on the perceptions 
of the level of complexity in corporate reporting of UK publicly traded 
companies. The questionnaire was distributed to members of FRC 
committees to obtain their personal views. The introduction to section 3 of 
this report provides more details on how the findings of that questionnaire 
were used as the basis for this survey.

Responses suggest a reasonable correspondence between 
the views of respondents who had actual experience of 
these areas of financial reporting (see Table 1.2) and the 
perceptions of all members with regard to their complexity 
(see Fig. ES1). Therefore we have used the responses of all 
members who answered these questions in our analysis. 

There were two notable exceptions.

Those with recent experience in hedge accounting were •	
more concerned about it being excessively complex 
compared with the wider group of respondents.

Those with recent experience in accounting for share-•	
based payment transactions appeared to be more 
accepting of the complexity associated with this area of 
accounting (54%) than the wider group of respondents 
(42%).

Where appropriate, we have provided further analysis 
concerning those respondents who had had recent 
experience.

table 1.1: locations of respondents

Region Number Percentage

Africa 20 17%

Americas – Caribbean 7 6%

Americas – North 5 4%

Americas – South 1 1%

Asia – Far East 31 26%

Asia – Middle East 6 5%

Asia – Other 3 3%

Australasia 4 3%

Europe – Eastern 18 15%

Europe – Great Britain 10 9%

Europe – Western 9 8%

Not specified 3 3%

TOTAL 117 100%
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Yes, excessively complex 20 35 9 20 15 16

Yes, complex but acceptably so 
in today's environment 6 30 13 15 33 22

No, is relatively simple 0 6 1 2 19 6

Total number of responses 26 71 23 37 67 44 

table 1.2: degree of complexity among members with 
recent experience of specific accounting areas
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In the questions about ways in which a particular area of 
financial reporting was complex, respondents were asked 
to rank the reasons. For analysis, each section of this 
report provides a summary table, weighting the responses 
based on the ranking provided, and it is the percentages of 
the weighting that have been used to provide analysis of 
the results to this question.

At the end of the questionnaire, members were asked 
further questions about themselves and their 
organisations.

As part of the final set of questions, respondents were 
asked to give the number of employees in their 
organisation. In the course of this report, to enable further 
analysis, those entities that had more than 50 employees 
are referred to as large companies, and those with fewer 
than 50 as Small and Medium-sized Entities (SMEs).5

A representative sample of 117 members completed the 
questionnaire. The following section contains a quantitative 
analysis of the key questions and responses made in the 
survey. 

5.  The IASB’s exposure draft of February 2007, IFRS for Small and 
Medium-sized Entities, stated that IASB had had an enterprise with 50 
employees in mind when drafting the standard.

I was asked to prepare some 
sections of the notes to the 

financial statements

I was asked to prepare some 
sections of the financial 

statements

I was the project owner for  
the annual report in its 

entirety

Other

I was the project owner for 
the financial statements 

Figure 1.2. What was the nature of your involvement with 
the annual report? (n=92)
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Figure 1.1: how many employees does your company 
have, in total? (n=116)

0–9 employees

10–49 employees

50–249 employees

250–1,000 employees

Over 1,000 employees

Not applicable
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2.1 InvolveMent In the AnnuAl RePoRt

Of the 117 respondents to the questionnaire, 92 (78%) 
considered themselves to have had recent personal 
experience preparing financial statements using IFRS or 
IFRS equivalents. Of those involved in preparing financial 
statements, a considerable majority, 62, were the project 
owners for either the financial statements or the full 
annual report. About a fifth (19) were involved in either the 
preparation of certain sections or of the notes to the 
financial statements (Fig 1.2). 

Given the fact that many jurisdictions only mandate the 
use of IFRS for domestic listed companies, it is not 
surprising to note that the majority of respondents worked 
for companies that have over 50 employees, and could 
therefore be considered as relatively large entities  
(Fig. 1.1). 

It may be expected that in larger entities, with additional 
resources to tackle more numerous and complex 
transactions, accountants would perhaps be more inclined 
to specialise in certain areas of the financial reporting 
process. It is interesting to note, therefore, that in the 
sample of respondents who were project owners for the 
financial statements or the annual report (62 in total), 53 
worked in companies that had 50 or more employees. 
These figures are indicative of the level of seniority and 
experience of those respondents, and may also provide a 
general rationale for their views on complexity throughout 
the survey.

2.2 the AnnuAl RePoRt PRoCess And youR 
oRgAnIsAtIon

Respondents were asked whether the preparation of the 
annual report was not considered a regular aspect of their 
job (Fig 2.1). Of the total sample, 46% (52 in number) 
disagreed, with a further 30 respondents remaining 
uncommitted. Only six respondents believed that good 
communication of the annual report was not a priority in 
their company. Although the sample consisted of qualified 
accountants who would naturally be inclined to suggest so, 
it is evident that the financial reporting process is valued 
as an integral function of a business; respondents 
expressed the view that good communication and 
presentation of the annual report was a priority in their 
organisation. The average score for this question was 4.13 
out of 5.0.

This is further supported by the relatively wide spread of 
responses regarding the input into the financial reporting 
process from outside the expected finance and investor 
relation functions of organisations (Fig. 2.6).

Just over half of the companies 
employed external specialists to 
aid them in the preparation of 
their financial statements.

2. experience of the financial reporting process

Figure 2.1: Preparing the annual report (or part of the 
annual report) is not my ‘day job’ so I need to get the 
report done as quickly as possible and get back to my 
other work. (n=114)
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Figure 2.2: good communication and presentation of the 
annual report is considered a priority in my organisation. 
(n=115)

1

2

3

4

5

 0 10% 20% 30% 40% 50% 60%

2

4

23

34

52

(Strongly 
disagree)

(Strongly 
agree)



15COMPLEXITY IN FINANCIAL REPORTING 2. EXPERIENCE OF THE FINANCIAL REPORTING PROCESS

When asked whether the preparation of the annual report 
largely involved the rolling forward of previous-year 
financial statements, there was an even distribution of 
responses (Fig. 2.4). A slight majority indicated that this 
was not the case. This suggests that preparers of accounts 
are likely to be concerned about complexity beyond the 
first year of implementation of a set of standards. 

Figure 2.6: People from many different areas outside of 
the finance and investor relations functions in my 
organisation are involved in the preparation of our report. 
(n=112)
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Figure 2.5: how many years have you been involved in the 
preparation of financial statements? (n=115)

Less than 1 year

1–4 years

5–9 years

10+ years
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3

26

46
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While there was a certain level of input from outside the 
finance function of an organisation, just over half of the 
companies (61) employed external specialists to aid them 
in the preparation of their financial statements (Fig. 2.3). 
This was largely on an ad hoc basis, as and when required, 
with just 9% of companies using them to help prepare the 
entire financial statements. It was further evident that the 
larger the company, the less likely they were to use 
external consultants. Although larger companies would be 
more likely to face more complex transactions and 
accounting, it is also likely that they would have a more 
advanced and larger finance function. 

Yes, for all  
areas

Yes, when 
required

No

Yes, for specific 
areas

Figure 2.3: do you/your company use specialist 
consultants in the preparation of financial statements? 
(n=115)
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Figure 2.4: When I am preparing the annual report (or part 
of the annual report) most of the work involves rolling 
forward last year’s report and inserting new figures for 
this year. (n=114)
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30

5

(Strongly 
disagree)

(Strongly 
agree)
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Yes, as I have gained experience over time

Yes, more guidance is available from external sources

Yes, for the following reasons

No, because there are constant changes to financial 
reporting standards

No, because financial reporting standards have 
become more complex

No, the process has become more costly

No

Yes, due to improvements in financial reporting 
standards

Figure 2.7: In that time, do you believe that the financial reporting process has improved? (n=115)

 0 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

62
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14

28
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2.3 IMPRoveMents In the FInAnCIAl RePoRtIng 
PRoCess 

Coping with difficult situations is often made easier with 
experience, and this is clearly evident in members’ 
responses to the question of whether the financial 
reporting process has improved during their time involved 
in preparing financial statements (Fig. 2.7). Respondents 
were able to select more than one of the options as to 
whether they believed this to be the case, and why. Of the 
230 selections made to this question, only 27% indicated 
that the process had not improved.  

experience
There was a clear belief that the financial reporting 
process had improved over time, with over half (54%) of 
the respondents stating this to be a result of greater 
experience. Of the 62 respondents who positively agreed 
with this statement, a significant proportion were those 
who had been involved in the process for between one to 
four years (27) and five to nine years (18). Of the members 
with more than ten years’ involvement, the proportion (17 
out of 40) who claimed that improvements to the process 
were a result of their experience, was slightly lower. This 
does not appear unreasonable, given that most of these 
respondents would have previously used a different set of 
accounting standards to IFRS. It is possible that any gains 
from additional experience would have been negated by 
the need to understand and apply a new accounting 
regime.

    54%  
 

of respondents stated that the 
financial reporting process had 

improved over time, as a result of 
experience.
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literature
As previously stated, the main aim of the survey was to 
assess to what extent accounting standards themselves 
add complexity to the financial reporting process. It is 
therefore interesting to note that there were 57 
respondents who indicated that one of the reasons for the 
improved process was the enhanced level of standards 
(Fig. 2.7). This compares with 42 more negative responses 
on the impact of standards. Constant changes to 
standards (14 respondents) and the more explicit 
confirmation that standards had become more complex 
(28) were dominant reasons for those who believed that 
the reporting process had deteriorated.

The relatively high number of individuals in the ‘five to nine 
years’ (27)  and the ‘one to four years’ (11) experience 
categories, who were positive about the effects of financial 
reporting standards, could potentially be reflecting their 
views on moving to IFRS from the previous financial 
reporting regime.

There was also a significant number of respondents who 
had benefited from the considerable amount of external 
guidance available on understanding and applying IFRS.

options
An aim of financial reporting is to ensure that there is 
transparency, as well as comparability and consistency, 
across companies’ financial statements. The proponents of 
a globally accepted set of accounting standards often 
advocate IFRS on this basis. Clearly, the availability of 
optional accounting treatments within standards can lead 
to different treatments for similar transactions, causing 
complexity through blurring the comparability of financial 
statements for users. Nonetheless, there was clear support 
among preparers for the inclusion of options within 
financial reporting standards, with 93 respondents (81%) 
believing them to be beneficial. This could suggest that 
managers value the ability to exercise professional 
judgement in order to reflect their business activities most 
appropriately. 

there was clear support among 
preparers for the inclusion of 
options within financial reporting 
standards, with 93 respondents 
(81%) believing them to be 
beneficial.

Hedge accounting (IAS 39)

Share-based payments (IFRS 2)

Pensions (IAS 19)

Income tax accounting (IAS 12)

Business combinations (IFRS 3)

Financial Instruments disclosures (IFRS 7)

Figure 2.8: In which of the following areas have you had personal experience of financial reporting during the last three 
years? (n=115)
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48
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As referred to in the Introduction, a primary questionnaire 
conducted by the FRC in the UK highlighted a number of 
areas of financial reporting that were considered to have 
become more complex in recent years. Because of the 
wide range of experiences of the respondents to that 
earlier questionnaire, the areas identified were used as the 
basis for this survey, to provide a more in-depth analysis of 
why preparers of financial statements believed that 
complexity had increased. 

The results of the FRC questionnaire showed recurring 
concern over complexity in the following areas: report 
length, financial instruments, share-based payments, 
pensions accounting, income tax accounting, and business 
combinations. The results also noted reservations about 
the potential increase in complexity of narrative reporting. 
Even so, this was not included as one of the specific areas 
of focus in the present survey, as there is a lack of specific 
guidance on narrative reporting in IFRS, and much of the 
input in this area of the annual report is likely to come 
from outside the finance function. 

As a result of the numerous 
exposures to risk with which many 
institutions and their financial 
instruments are faced, the 
accompanying disclosure 
requirements have also become 
copious.

3.1 MAIn AReAs oF FoCus

hedge accounting
One of the most complex areas of financial reporting is 
accounting for financial instruments in general, and 
derivative financial instruments in particular. As the IASB 
discussion paper referred to earlier acknowledges, 
financial instruments can be inherently complex, and there 
is certainly an element of unavoidable complexity when 
accounting for such transactions. One of the most difficult 
aspects of the financial reporting for derivative financial 
instruments is fulfilling the requirements for hedge 
accounting. 

Financial instrument disclosure 
In August 2005, the IASB issued IFRS 7 Financial 
Instruments: Disclosures to replace IAS 30 and IAS 32. This 
was partly a result of the changing ‘techniques used by 
entities for measuring and managing exposure to risks 
arising from financial instruments’,6 and the need for users 
of financial statements to have this information.

As the credit crisis worsened in 2008, observers asked 
why these disclosures failed to draw attention to potential 
problems faced by companies and especially banks, which 
were ultimately brought about by their exposure to risk. 
This in turn has led to further efforts by the IASB to 
consider the relevance of some of the requirements of 
IFRS 7, and consider improvements.7 

It is clear that as a result of the numerous exposures to 
risk with which many institutions and their financial 
instruments are faced, the accompanying disclosure 
requirements have also become copious. Many users and 
preparers alike have taken issue with the sheer volume of 
disclosures that now form an increasing proportion of the 
financial statements they produce or analyse. This survey 
is intended to reveal the concerns of preparers in this area 
of reporting, and the reactions to the new standard issued 
by the IASB.

6.  IFRS 7 Financial Instruments: Disclosures, IASB, 2006

7.  IASB consultative documents and amendments in 2008 include:  
Exposure Draft: Improving Disclosures about Financial Instruments: Proposed 
amendments to IFRS 7, October 2008 
Exposure Draft: Investments in Debt Instruments: Proposed amendments to 
IFRS 7, December 2008 
Reclassification of Financial Assets: Amendments to IAS 39 and IFRS 7, 
October 2008.

3. key areas of complexity in financial reporting
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business combinations 
IFRS 3 Business Combinations is the accounting standard 
that deals with the bringing together of more than one 
business into one reporting entity, central to which is the 
issue of control. Acquiring other businesses is a commonly 
used method of expanding a business. The accounting for 
the various elements of a business over which another 
entity has taken control can be difficult. Members were 
asked a series of questions to consider how complex this 
process is, and what standard-setters can do to relieve 
some of it. 

Fig. 2.8 (see page 17) represents how many respondents 
had experience of these areas of financial reporting in 
recent years. Subsequent sections of this report provide an 
analysis of how complex these areas are considered to be, 
the perceived reasons for that complexity and how, if 
possible, that complexity can be reduced.

3.2 otheR AReAs WheRe CoMPlexIty ARIses

As well as these specified areas of financial reporting, 
respondents were asked whether there were any other 
areas that they had found complex when preparing 
financial statements. The responses to this question 
somewhat vindicate the focus of the survey, with 70% 
answering negatively.

The other areas of financial reporting that were considered 
to be complex represented a wide range of aspects, with 
very few recurring themes. Only segmental reporting and 
the accounting for impairments were found to be complex 
by more than two respondents – and then only by three in 
each case. The main problems encountered with these 
other areas were:

fulfilling the requirements are time consuming and •	
costly
the transactions are complex and difficult to •	
understand 
the difficulty in understanding the standards. •	

    70%   
of respondents said there were no 

other areas that they had found 
complex when preparing financial 

statements.

share-based payments 
The degree of prevalence of share-based payments (SBPs) 
is often particular to certain jurisdictions. This perhaps 
explains the relatively few members in the sample who 
have had personal experience of accounting for SBP 
transactions in recent years – 24 had done so. It is also the 
probable reason why relatively few respondents noted this 
as an area of complexity. It is also clear from the survey 
that the accounting for SBPs was not perceived as being 
as relevant (now or in the future) to respondents as other 
areas. Not only was it the least applied by respondents, 
but fewer respondents were inclined to consider further 
questions about this area regardless of their recent 
practical experience.8 This contrasts with hedge 
accounting, for instance, where although only two more 
members had encountered transactions, a considerably 
larger proportion of the whole sample were inclined to 
consider responding to further questions about hedge 
accounting. SBPs are clearly a highly specific area of 
accounting that did not resonate with members, unlike the 
more contentious issue of hedge accounting.

Pensions accounting  
IAS 19: Employee Benefits deals with the accounting for all 
forms of consideration paid for services to employees. 
These include short-term benefits such as wages and 
salaries, long-term benefits that are not payable within 12 
months, and termination benefits. The main cause of 
contention with this standard is, however, the accounting 
for post-employment benefits such as pensions, and more 
specifically the accounting for defined-benefit pension 
plans (DB plans). Although referring to pensions 
accounting in general, the questions in this section of the 
survey were geared towards DB plans.

Income tax accounting  
The accounting treatment for income tax, including the 
current and future consequences (deferred tax) of 
transactions, recoverability and settlement of assets and 
liabilities, is dealt with by IAS 12 Income Taxes. Many 
people continue to question the relevance of some of the 
accounting requirements related to deferred tax in 
particular, and this part of the survey attempted to uncover 
the concerns of members in this area of financial 
reporting. 

8. Twenty-four members had recent experience of SBP, compared with 26 
for hedge accounting, although 96 members responded to the further 
question of whether they considered SBP to be complex – 106 answered 
the question for hedge accounting.
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In line with the views of those who had had recent 
experience of hedge accounting, there was an 
overwhelming perception among respondents in general 
that hedge accounting was complex. The overall views on 
the level of complexity among respondents in general were 
also consistent with the views of those who had had 
experience in hedge accounting. They indicated even more 
strongly that hedge accounting was more complex than it 
needed to be (20: 77%), with only six respondents 
indicating that the complexity was acceptable given the 
current business environment. 

Respondents assessed the disclosure of financial 
instruments and SBPs on a similar basis.

The second section of the survey asked respondents a 
series of questions on each of the key areas of financial 
reporting highlighted above. Clearly, the nature of the 
transactions themselves affects whether those areas are 
seen as complex. This section of the report considers 
whether these areas were considered to be complex and, 
where this was the case, the main reasons why they were 
deemed to be so.

4.1 CoMPlex oR not?

As mentioned earlier, there is a widespread perception 
that accounting for financial instruments and hedge 
accounting are among the most difficult areas of financial 
reporting under IFRS. This is clearly demonstrated by 
respondents in this survey. Only two members, who did 
not have recent experience in this area, believed that 
hedge accounting was relatively simple. About a quarter of 
respondents (26: 24.3%) in the survey had encountered 
hedge accounting. These all considered hedge accounting 
to be complex. 

4. Causes of complexity

    71%  
find it difficult to explain the 

resulting accounting disclosures for 
hedge accounting to senior 

management.
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table 4.1: Weighted ranking for reasons why hedge 
accounting was considered complex

1. The standard is difficult to understand 16%

2. The transactions themselves are difficult to 
understand 21%

3. Fulfilling the requirements of the standard are 
time consuming and costly 24%

4. More time spent than should have been 11%

5. The accounting process does not produce 
information that is considered to be relevant for 
decision making 14%

6. Other 2%

7. No other reason 12%

4.2 CoMPlexIty In hedge ACCountIng

When all respondents in the sample were asked why they 
perceived that this area of financial reporting was complex, 
the results again pointed to concerns with the governing 
standard (IAS 39, Financial Instruments Recognition and 
Measurement), and the acceptance that there was an 
inherent level of complexity in the transactions themselves. 
Respondents were asked to rank these reasons. Table 4.1 
summarises the results, weighting the responses based on 
the ranking provided. 

The results show that the complexity of fulfilling the 
relevant requirements of IAS 39 is the most common 
reason for finding hedge accounting difficult (24%). Taken 
together with the fact that a further 16% struggled with 
the understanding of the standard itself, this graphically 
represents the fact that IAS 39 is considered a complex 
standard – as is recognised by the chairman of the IASB.

A sizeable proportion of respondents (21%) also 
recognised that hedging transactions themselves were 
complicated and were the overriding reason for the 
resulting accounting complexity. This corresponds with the 
response to the previous questions, where 34 respondents 
(32%) stated that the complexity in this area was 
acceptable in today’s environment.

It is also notable that, despite not being a common first 
choice, the lack of relevance of resulting information (to 
decision makers) from the application of hedge accounting 
was also a factor for many respondents. This point is evident 
from the response to the question about how difficult it is 
to explain the resulting disclosures to senior management 
(presumably the decision makers). A sizeable majority (75: 
71%) found this a difficult task, again emphasising particular 
concerns with this area of financial reporting, given that for 
the other areas reviewed, on average 50.4% of respondents 
had difficulties in explaining the resulting disclosures. 

4.3 CoMPlexIty In dIsClosuRes RelAtIng to 
FInAnCIAl InstRuMents 

Many (71: 66%) respondents confirmed that they had 
been required to apply this standard in recent years. All 
respondents were asked whether they believed financial 
instrument disclosure was complex. The results for the 
overall population were entirely in agreement with those 
who had claimed to have had recent experience in this area.

Again, a very large majority agreed that this area of 
accounting was complex. In slight contrast to the views on 
hedge accounting, however, respondents were more 
inclined to accept that much of the complexity was a 
consequence of the business environment. Nonetheless, a 
majority of respondents saw the complexity in disclosures 
relating to financial instruments as being more complex than 
need be (57: 51%).

Although a significant proportion of respondents believed 
the current business environment made the difficulty in 
financial instrument disclosure acceptable, the survey 
results do not explain what was causing the complexity in 
this area. The inherent complexity of financial instruments 
scored a weighted average of 19% (see Table 4.2).

In general, the views of respondents to this question 
provide similar results to those for the causes of 
complexity in hedge accounting, with slightly more 
respondents expressing more negative views of the 
relevant accounting standard.

The cost of producing the disclosures compared with the 
benefits of this for making business decisions was again 
an evident concern for respondents. They again found it 
difficult to explain the resulting disclosures (61: 57%) to 
senior management, although they did not find this as 
testing as explaining hedge accounting information (75: 71%). 

table 4.2: Weighted ranking for reasons why financial 
instrument disclosure was considered complex

1. The standard is difficult to understand 14%

2. The transactions themselves are difficult to 
understand 19%

3. Fulfilling the requirements of the standard are 
time consuming and costly 29%

4. More time spent than should have been 9%

5. The accounting process does not produce 
information that is considered to be relevant for 
decision making 15%

6. Other 1%

7. No other reason 13%
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4.4 CoMPlexIty In ACCountIng FoR sbPs

When all respondents were asked to comment on whether 
they found SBPs complex, 86 respondents (90%) said they 
did, with 40 members (42%) stating that the level of 
complexity was acceptable in the current business 
environment. Interestingly, of the relatively few members 
who had recent practical experience with accounting for 
SBPs, a majority indicated that the complexity associated 
with SBPs was acceptable. The number of members who 
complained that SBPs were excessively complex were 
relatively few (46 overall and 9 with relevant experience).

The relatively stronger acceptance of the complexity 
relating to accounting for SBPs, owing to current business 
practices, is also well reflected by the recognition that 
SBPs are complex and difficult to understand. Many 
proponents of IFRS 2 have argued that the accounting and 
disclosures that arise from applying this standard reflect 
the impact that such transactions have on a company’s 
financial performance and position. 

The acceptance of the complexity in this area of 
accounting, especially among those members who 
encountered such transactions in person, also supports 
this view. So too does the relatively lower score (11%) 
apportioned to the view that the resulting financial 
information is not relevant for making decisions (Table 
4.3). On a similar note, members indicated that it was 
easier to explain the resulting accounting and disclosures 
to senior management than was the case with accounting 
related to financial instruments. Fewer than half (45: 48%) 
of respondents found it difficult to explain. There was less 
concern about ability to understand this standard than for 
those for hedge accounting (IAS 39) and financial 
instrument disclosures (IFRS 7). Nonetheless, as with 
those other standards, concerns over the costliness of 
fulfilling their requirements were a significant factor 
(Tables 4.2–4.6).

4.5 CoMPlexIty In PensIons ACCountIng 

Many respondents, when given the opportunity to 
comment on this area of financial reporting, took the 
opportunity to do so. Of those respondents, 37 had had 
recent experience of applying pensions accounting in their 
organisation (Fig. 2.8).

Again, an overwhelming majority of respondents (91) in 
this section claimed that pension accounting was complex. 
Of those 91 (89% of the total), 35 had had recent 
experience in this area. Of those who had had recent 
experience, slightly fewer (27%, compared with 38% of the 
overall sample for this question) were inclined to accept 
that complexity because of the business environment in 
which their company was working. This suggests that 
pensions accounting is more complex than it need be, a 
fact demonstrated in the relatively high scoring given to 
the view that fulfilling the requirements of the standard 
causes that complexity (Table 4.4). 

This is further supported by the responses to the question 
asking what members believed to be the most significant 
causes of complexity in pensions accounting. Problems 
with the standard itself (45%), either through the 
understanding of IAS 19 (18%) or the effort in fulfilling its 
requirements (27%) were more pronounced than for 
hedge accounting (40%) and financial instrument 
disclosures (43%). The costliness of fulfilling the requirements 
was clearly a significant issue in this area, although this 
was not replicated in concerns over the usefulness of the 
information finally produced. The costliness of fulfilling the 
requirements may be considered a consequence of using 
specialist consultants, such as actuaries, but this is not 
immediately obvious from the results of the survey – 
although 20 of the 37 respondents who had had recent 
exposure to accounting for pensions did use external 
specialists, they could have been commissioned to advise 
on other sections of the financial statement.

table 4.4: Weighted ranking for reasons why pension 
accounting was considered complex

1. The standard is difficult to understand 18%

2. The transactions themselves are difficult to 
understand 20%

3. Fulfilling the requirements of the standard are 
time consuming and costly 27%

4. More time spent than should have been 7%

5. The accounting process does not produce 
information that is considered to be relevant for 
decision making 10%

6. Other 1%

7. No other reason 17%

table 4.3: Weighted ranking for reasons why accounting 
for sbPs was considered complex

1. The standard is difficult to understand 13%

2. The transactions themselves are difficult to 
understand 24%

3. Fulfilling the requirements of the standard are 
time consuming and costly 24%

4. More time spent than should have been 8%

5. The accounting process does not produce 
information that is considered to be relevant for 
decision making 11%

6. Other 1%

7. No other reason 19%
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4.7 CoMPlexIty In ACCountIng FoR busIness 
CoMbInAtIons

From the results of the survey, 48 members had had 
recent experience of accounting for business combinations 
in their organisations. Their experiences of complexity in 
this area were echoed by the wider perceptions of the 
overall respondents (99 members) who completed this 
section of the survey.

Overall, 38 respondents (38%) indicated that the 
accounting for business combinations was excessively 
complex. A significant proportion (44: 44%) believed that 
the complexity was acceptable given the business 
environment in which their companies operated. 

When ranking the reasons for why they believed that 
accounting for business combinations was complex (Table 
4.6), respondents strongly indicated (26%) that the 
requirements were costly and time consuming. This, 
coupled with difficulties in understanding IFRS 3 (16%), 
indicates concerns with the standard itself – only IFRS 7 
and IAS 19 scored higher on this account.

As was the case for other areas of financial reporting, 
business combinations were seen as complex in 
themselves by a number of respondents. The 22% score is 
relatively high, and correlates with the fact that many 
respondents believed that a degree of complexity in this 
area of accounting was acceptable.

table 4.5: Weighted ranking for reasons why income tax 
accounting was considered complex

1. The standard is difficult to understand 13%

2. The transactions themselves are difficult to 
understand 19%

3. Fulfilling the requirements of the standard are 
time consuming and costly 22%

4. More time spent than should have been 11%

5. The accounting process does not produce 
information that is considered to be relevant for 
decision making 13%

6. Other 1%

7. No other reason 21%

4.6 CoMPlexIty In InCoMe tAx ACCountIng 

Of all the respondents in the survey, not surprisingly, 68 
(64%) had encountered income tax accounting in recent 
years – only financial instrument disclosure had more 
affirmative replies to the question of recent experience. 
Many other members also answered questions on the 
complexity in this area of reporting.

This area of accounting was the least complex, according 
to responses in the survey. Nearly one-third (33: 31%) of 
respondents considered income tax accounting to be 
relatively simple. A further 45 (43%) members believed 
that the complexity arising from this area was acceptable 
– only a quarter of all respondents claimed that there was 
too much complexity. For those in the sample who had 
had recent experience, just over one-fifth (15: 22%) held 
this view.

Of all of the areas considered, income tax accounting had 
the widest spread of scores for the reasons given for 
complexity (Table 4.5). Considerably fewer respondents 
than for other areas looked to the accounting standard as 
a cause (13% found it difficult and 22% found it costly to 
implement), and similarly there was less evidence that the 
complexity around taxes themselves was an issue (19%). 
The relatively high scoring for ‘no other reasons’, again 
indicates that this area of accounting was thought of as 
less complex than the others considered in this survey.

The view that the information produced was not 
commensurate with the effort required, scored 13%. This 
was similar to other areas. Nonetheless, the majority of 
respondents (56: 55%) did not see explaining the 
accounting and disclosures to senior management as a 
problem.

table 4.6: Weighted ranking for reasons why accounting 
for business combinations was considered complex

1. The standard is difficult to understand 16%

2. The transactions themselves are difficult to 
understand 22%

3. Fulfilling the requirements of the standard are 
time consuming and costly 26%

4. More time spent than should have been 11%

5. The accounting process does not produce 
information that is considered to be relevant for 
decision making 8%

6. Other 0%

7. No other reason 17%
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When asked to identify the main causes of complexity (see 
section 4) in most of the areas considered in the survey, 
respondents raised a certain level of concern over the 
complexity within the accounting standard that dealt with 
each particular area. This chapter reviews the results of 
responses to questions relating to the application and 
comprehensibility of the standards. 

5.1 hedge ACCountIng undeR IAs 39

Respondents were asked a series of questions on their 
perceptions of IAS 39. Again, in line with responses to 
questions related to improved reporting over time, 
respondents experienced the most difficulty in the first 
year of applying the standard. Unsurprisingly, with greater 
experience, the application of the standard was seen to 
become easier – over 40% of respondents reported this.

Again, responses to other questions strengthen the view 
that many of the difficulties encountered in applying hedge 
accounting were on initial application. When asked 
whether their existing management systems were able to 
provide the required information to apply IAS 39 in the 
first year of application, over 98% of respondents (82) 
answered negatively. Of the 84 respondents, 36 found it 
very difficult to obtain that information, with only two 
respondents finding it relatively straightforward.

5. understanding and applying the standards

Figure 5.1: IAs 39 is written in plain english except where 
the technical nature of the material requires more 
specialised language. (n=107)
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Figure 5.2: IAs 39 has a logical order and clear headers 
which make it easy to navigate and find the material 
relevant to my organisation. (n=107)
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    98% 
 

of respondents had difficulty 
obtaining information to  

apply IAs 39.
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On a practical level, although a number of respondents 
had concerns about the language and layout of the 
standard itself, there was no overall consensus. This is 
evident from Figure 5.3, which shows that the majority of 
respondents (78: 72%) looked to the standard itself when 
trying to understand and apply it.

Other than referring to the standard itself, respondents 
were able to use a number of resources to familiarise 
themselves with this area of accounting. The preferences 
for the resources used were mirrored across all the other 
areas of financial reporting surveyed. Although there was 
no clear concern about the quality of the standard in 
terms of understanding the language (Fig. 5.1) and 
navigation (Fig. 5.2), the fact that fulfilling its requirements 
was seen as burdensome (see Table 4.1) and the reliance 
placed on it, suggests that standard setters need to be 
mindful of its importance. This is clearly evident from 
responses to the questions of how complexity could be 
reduced, as discussed in section 7.1

Although there was little concern 
about the clarity of IAs 39, the fact 
that fulfilling its requirements was 
seen as burdensome and the 
reliance placed on it, suggests that 
standard setters need to be 
mindful of the importance of the 
standard.

I read the accounting standard

I looked to what others had done  
(company reports, etc)

I read interpretive guidance provided in manuals

I went on a course designed to cover this topic

I sought expert advice in this area

Other

I utilised a checklist

Figure 5.3: how did you come to understand and apply IAs 39 when this standard first become applicable to your 
company? (n=108)
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Figure 5.4: I found it straightforward to determine if 
hedge accounting requirements in IAs 39 applied to my 
company or not. (n=105)
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Figure 5.5: how difficult was it for you to conclude on the 
application of hedge accounting under IAs 39 with the 
senior management team and the auditors? (n=103)
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Another, more specific factor relating to the standard 
governing hedge accounting, is the ease with which one 
can determine whether hedge accounting procedures are 
required. Figure 5.4, suggests there was a slight indication 
from members that it was not particularly straightforward. 
This suggests that there is some complexity in applying 
IAS 39 for hedge accounting. This is especially relevant 
given that there is an option regarding hedge accounting 
within the standard, which many companies may not be 
taking up because they have concerns about applying the 
requirements.

This fact is more acutely highlighted in Figure 5.5, which 
reflects responses as to how difficult it was for them to 
agree on the application of hedge accounting with their 
senior management team and the company’s auditors. 
Only 14 respondents (14%) indicated that this was a 
straightforward process, with nearly half (45) having to go 
through considerable debate before being able to 
conclude.

As well as the time taken to reach a satisfactory 
conclusion, another measure of complexity in preparing 
financial statements is the level of restatements made 
after publishing financial statements. When asked about 
this, a sizeable minority, 28 (26%), of respondents were 
required to restate the financials as a result of their 
accounting treatment of hedging instruments. Given the 
exceptional circumstances required for restatements 
(including materiality thresholds), coupled with the 
difficulties in reaching an initial decision, these figures 
further indicate that respondents have encountered 
difficulty in correctly understanding or applying the 
accounting standard.
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5.2 FInAnCIAl InstRuMent dIsClosuRe And 
APPlyIng IFRs 7

IFRS 7 was mandatory from 2007, and many respondents 
will have applied the standard for the first time in their 
organisation’s most recent set of financial statements. 
There was a clear belief that the process of applying 
IFRS 7 would become easier in subsequent years. 

The first year of application, as would be expected, is 
significantly more difficult in most areas of financial 
reporting. Similarly, this experience could apply to dealing 
with any amendments to existing accounting standards 
– the need to understand the relevance of those changes 
to one’s business can be costly, as can the actual 
requirements. Standard setters, even when aiming to make 
apparently positive amendments, should be aware of the 
concerns of preparers in this respect. In the case of IFRS 7, 
almost 70% of respondents (74) did not have the 
necessary information readily available when first applying 
the standard, and only two of them were able to obtain the 
information easily. 

When asked about the drafting of IFRS 7, the respondents 
again gave very similar answers to those relating to IAS 39, 
although respondents were less negative about the general 
usability (see Fig. 5.6). 

The relatively positive views on IFRS 7 in this respect were 
confirmed by the fact that respondents claimed that the 
standard itself was their key source for gaining an 

understanding of its requirements – 85 respondents (79%) 
did so. Clearly, members have access to, and use, a 
number of resources. As previously noted, the use of these 
other sources of guidance was similar across all the other 
areas of financial reporting considered in this survey. 

In the application of IAS 39 for hedge accounting, 
respondents found it relatively difficult to conclude some 
of the accounting treatments. Again only a small 
proportion (18: 17%) found it a straightforward process to 
agree whether to apply the disclosure requirements within 
IFRS 7 with senior management and auditors, while a 
relatively small proportion (24: 22%) found this a 
particular arduous exercise (Fig 5.7).

    70% 
 

did not have the necessary 
information readily available when 

first applying IFRs 7.

Figure 5.6: IFRs 7 is written in plain english except where 
the technical nature of the material requires more 
specialised language. (n=110)

1

2

3

4

5

 0 10% 20% 30% 40% 50% 60%

5

20

46

32

7

(Strongly 
disagree)

(Strongly 
agree)

Figure 5.7: how difficult was it for you to conclude on the 
application of financial instrument disclosures under IFRs 7 
with the senior management team and the auditors? 
(n=108)
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5.3 shARe-bAsed PAyMents And APPlyIng IFRs 2

As with other the areas considered in this survey, 
respondents generally accepted that the first year of 
application was the most complex, with the experience 
gained then understandably easing the complexity in 
subsequent years. 

Again, the availability of information in that first year of 
application was a problem for most respondents – albeit 
considerably less of an issue than for accounting for 
financial instruments. The 64 respondents (68% of all 
respondents) who did not have all the information readily 
available presumably struggled to assess appropriately the 
value of their obligations relating to these incentives, 
according to IFRS 2. Thus despite the fact that the 

company may have been using these incentives for a 
number of years, the particular requirements to assign fair 
value to the SBPs, for example, would have been an issue. 
About 44 (69%) of those that did not have the information 
readily available, encountered some difficulty, with a 
further 14 (22%) finding it very difficult.

Supporting the relatively smaller number of respondents 
who scored the standard as difficult to understand (13%) 
and its requirement costly to implement (24%) as shown 
in Table 4.3, there was little concern about the drafting of 
IFRS 2. Most respondents did not hold a strong view either 
way, while only about one-fifth of respondents had 
concerns with the language (Fig. 5.8) and usability (Fig. 5.9) 
of the standard, with very few strongly disapproving of the 
standard in these respects.

Figure 5.8: IFRs 2 is written in plain english except where 
the technical nature of the material requires more 
specialised language. (n=98)
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Figure 5.9: IFRs 2 has a logical order and clear headers 
which make it easy to navigate and find the material 
relevant to my organisation. (n=98)
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I read the accounting standard

I looked to what others had done  
(company reports, etc)

I read interpretive guidance provided in manuals

I went on a course designed to cover this topic

I sought expert advice in this area

Other

I utilised a checklist

Figure 5.10: how did you come to understand and apply IFRs 2 when this standard first become applicable to your 
company? (n=97)

 0 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

78

20

39

37

24

32

2

Again members used various sources of guidance to help 
them understand and apply the requirements. As was the 
case with fulfilling the requirements of IFRS 7, the positive 
views on the structure of the standard were reflected in 
respondents’ use of the issued standard itself to gain an 
understanding of its requirements – 78 respondents (80%) 
did so (see Fig. 5.10). 

There is a clear indication that despite acknowledging that 
there is complexity in the accounting for SBPs, 
respondents had less concern over this area of reporting 
than for financial instruments as a whole. This can be 
deduced from the greater acceptance of that complexity, 
as mentioned earlier, as well as the less onerous process 
of agreeing on the application of the standard. Nearly 
one-quarter (22: 23%) of respondents found it quite easy 
to finalise the disclosures in this area, with fewer than 
one-fifth (18: 19%) having to conduct a lengthy debate 
with their senior management and external auditors.

there is a clear indication that 
despite acknowledging that there 
is complexity in the accounting for 
sbPs, respondents had less 
concern over this area of reporting 
than for financial instruments as a 
whole.
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5.4 PensIons ACCountIng usIng IAs 19

Problems with understanding the standard were again a 
factor for many respondents (18%, see Table 4.4) who 
indicated that pension accounting was complex. As before, 
getting to grips with the requirements of the standard in 
the first year was an issue for most, but they accepted that 
the process subsequently became easier. 

Although respondents had earlier shown an apparent 
concern about the complexity resulting from IAS 19 itself, 
this does not appear to have been a consequence of the 
wording or layout of the standard. These areas were not 
strongly criticised by respondents, who indicated that the 
detailed requirements of the standard were the issue.

The deficiencies of existing information systems were 
significantly similar to those for applying the requirements 
of IFRS 2 for the first time (68: 68% of respondents not 
having the relevant information available). Nonetheless, a 
notable number of respondents found obtaining that 
information very difficult (31: 46%), having to use either 
expert help, or additional time. Only five respondents did 
not have any problems in obtaining the required 
information.

Figure 5.12: IAs 19 is written in plain english except 
where the technical nature of the material requires more 
specialised language. (n=100)
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Figure 5.11: IAs 19 has a logical order and clear headers 
which make it easy to navigate and find the material 
relevant to my organisation. (n=99)
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There was no striking pattern in the responses to the 
question about how members came to understand and 
apply IAS 19. Figure 5.13 is in line with responses on other 
areas of financial reporting, those on the accounting 
standard itself (not believed to be a major problem for IAS 
19 according to the responses above) indicated that it was 
the primary source of information.

When asked how difficult it was to agree on the application 
of IAS 19 with senior management and the auditors, this 
area of accounting was slightly more contentious than the 
accounting for SBPs (28 respondents, compared with 18, 
had had considerable debate), but not as big a concern as 
the two areas relating to financial instruments. The level of 
judgement required in the measuring and disclosing of 
related information was clearly likely to have been a factor 
here.

I read the accounting standard

I looked to what others had done  
(company reports, etc)

I read interpretive guidance provided in manuals

I went on a course designed to cover this topic

I sought expert advice in this area

Other

I utilised a checklist

Figure 5.13: how did you come to understand and apply IAs 19 when this standard first become applicable to your 
company? (n=99)
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additional time.
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5.5 InCoMe tAx ACCountIng And APPlyIng IAs 12

Again, the figures show that accounting for income taxes 
became easier for respondents after the first year. 
Nonetheless, (as shown in Table 4.5) members still gave 
considerable weight to problems in understanding IAS 12.

The relatively few concerns with the standard itself were 
also evident from the responses relating to the language 
(Fig. 5.15) and clarity (Fig. 5.14) of IAS 12.

Figure 5.15: IAs 12 is written in plain english except 
where the technical nature of the material requires more 
specialised language. (n=105)
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Figure 5.14: IAs 12 has a logical order and clear headers 
which make it easy to navigate and find the material 
relevant to my organisation. (n=102)
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There was an even split of responses (51 each) when asked 
about the readiness of information from the company’s 
existing management information system, although of the 
51 respondents who did not have the information readily 
available, 35 (68%) did have some difficulties in obtaining 
that information. 
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Again, the initial understanding of the requirement of IAS 
12 was gained primarily from the standard itself, with 
similar use of other resources for guidance (see Fig. 5.16).

As would be expected from respondents’ views on the 
complexity in this area, a larger proportion of members 
(35: 35%) found it relatively easy to agree on the 
application of the standard with senior management and 
the auditors. The lower level of subjectivity in this area of 
accounting could explain the lack of contention (18: 18% 
requiring numerous meetings) to conclude on the 
accounting for taxes.

    35% 
 

found it relatively easy to agree on 
the application of the standard 

with senior management and the 
auditors.

I read the accounting standard

I looked to what others had done  
(company reports, etc)

I read interpretive guidance provided in manuals

I went on a course designed to cover this topic

I sought expert advice in this area

Other

I utilised a checklist

Figure 5.16: how did you come to understand and apply IAs 12 when this standard first become applicable to your 
company? (n=104)
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5.6 ACCountIng FoR busIness CoMbInAtIons 
undeR IFRs 3

Respondents apparently not only saw this area of 
accounting as less complex than most others (only 17 
respondents (17%) found it excessively complex), but also 
believed that the standard itself was less responsible for 
that difficulty. This is also clear from the relatively positive 
responses to questions about the language (Fig. 5.18) and 
clarity (Fig. 5.17) of the standards.

When first applying the standard, 60 members (63%) 
indicated that there were gaps in the information available 
through the current management systems, with one-fifth 
of those (12) finding it particularly difficult to retrieve the 
relevant information. 

    38% 
 

found accounting for business 
combinations excessively complex.

Figure 5.18: IFRs 3 is written in plain english except where 
the technical nature of the material requires more 
specialised language. (n=99)
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Figure 5.17: IFRs 3 has a logical order and clear headers 
which make it easy to navigate and find the material 
relevant to my organisation. (n=99)
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There were no striking patterns in the responses to the 
question about how members came to understand and 
apply IFRS 3 (Fig. 5.19). Again, in line with responses on 
other areas of financial reporting, those on the accounting 
standard itself (not believed to be a major problem for 
IFRS 3 according to the responses above) indicated that it 
was the primary source of information.

The results to the questions about how difficult it was to 
agree on the application of IFRS 3 with senior 
management and the auditors were similar to those for the 
application of IAS 19. Given the similar observations on the 
usability of IFRS 3 and IAS 19, this is not surprising, with 
slightly more respondents finding it a more 
straightforward process. 

I read the accounting standard

I looked to what others had done  
(company reports, etc)

I read interpretive guidance provided in manuals

I went on a course designed to cover this topic

I sought expert advice in this area

Other

I utilised a checklist

Figure 5.19: how did you come to understand and apply IFRA 3 when this standard first become applicable to your 
company? (n=97)

 0 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

75

21

40

38

23

37

3



36

It is clear that preparers have faced varying levels of 
complexity when producing the information for financial 
statements. The questions reviewed in this section attempt 
to consider further whether the perceived benefits of 
providing that information, both internally and externally, 
were worth the costs and complexity faced in their 
preparation.

6.1 ResultIng InFoRMAtIon FRoM APPlyIng IAs 39

It was noted earlier that respondents had some concerns 
over the relevance of the resulting disclosures to decision 
making, and that nearly a quarter of respondents found it 
difficult to explain the results of hedge accounting 
disclosures to decision makers. 

Nonetheless, when asked specifically whether they 
considered the information produced under IAS 39 to be 
useful to users, respondents who stated that the 
information was not useful were in a minority (26: 24%). 
As shown in Figure 6.1, almost half (52) believed that such 
information was useful to both external and internal users. 
It would appear that although the resulting information is 
sometimes hard to explain (presumably to non-
accountants, in senior management), when understood, it 
does provide useful information. 

IAS 39 allows entities to choose whether they wish to apply 
hedge accounting. Many businesses use hedging 
instruments to manage their risks, and therefore it could 
be expected that management would reflect the reality of 
their strategic business decisions by implementing hedge 
accounting. In fact, when asked whether their organisation 
had implemented hedge accounting to enhance the 
communication of their performance and strategy, this 
was not obviously clear. Although 41 respondents agreed 
to some extent, the members who disagreed strongly 
outnumbered those who strongly agreed that hedge 
accounting was used to improve business communication.  

There was also an even spread of responses to the 
question about what impact the complexity of applying 
hedge accounting may have when deciding whether to 
enter into certain hedging transactions. This suggests that 
although there was an indication that, for some, the 
accounting treatment could influence a business decision, 
consideration of accounting requirements was not an 
overwhelming factor.

6. understanding the resulting information
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No
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Figure 6.1: do you consider the information produced 
through hedge accounting under IAs 39 provides useful 
information to users of that information? (n=107)
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6.2 ResultIng InFoRMAtIon FRoM APPlyIng IFRs 7 

As mentioned in section 3.1 above, one of the IASB’s 
apparent motives for issuing IFRS 7 was the wish to 
provide users of financial information with meaningful 
disclosures relating to the risks associated with financial 
instruments. The IASB probably envisaged users to be 
external analysts and investors, and it appears from the 
responding sample of members (Fig. 6.2) that the 
application of the standard is providing those stakeholders 
with adequate information. 

Again, the difficulty in explaining the results to internal 
management, as previously discussed, does not 
necessarily contradict the findings from this question, 
where internal users were also seen as beneficiaries of this 
information – albeit possibly after some explanation.

Respondents were asked specifically, whether the amount 
of time spent preparing the disclosure requirements of 
IFRS 7 was excessive, given their materiality to the overall 
financial statements.

There was a clear belief that this was the case, with 62 
respondents (55%) agreeing either strongly or very 
strongly (see Fig. 6.3). 

When asked which areas of financial instrument disclosure 
created disproportionate complexity in relation to their 
overall materiality to the financial statements, there were 
37 positive responses. The two major causes of complaint 
for those respondents was the provision of sensitivity 
analysis information (18) and disclosures around 
qualitative risk (9).
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Figure 6.2: do you consider the information produced 
through financial instrument disclosure under IFRs 7 
provides useful information to users of that information? 
(n=110)
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6.3 ResultIng InFoRMAtIon FRoM APPlyIng IFRs 2

For those respondents who encountered accounting for 
share-based payments, as well as those members who 
commented on this section, there was a resounding vote of 
confidence in the information provided by applying IFRS 2 
– only 10 (10%) believing that the information was not 
useful to either external or internal users.

The response to this question is particularly interesting, 
given the strong voices of concern and opposition to the 
standard when it was first issued. There had been much 
concern about the practical implementations of the 
requirements, such as the use of option pricing models to 
determine fair values, etc. In addition, given the number of 
variables, such as exercise price, interest rates, time to 
expiry and dividends expected to be paid during the life of 
the option, there was unease as to the reliability of the 
resulting information.  

This is perhaps more clearly reflected in the concerns 
about the cost in time of preparing that information, given 
the actual impact of the resulting disclosure to the overall 
financial statements themselves. As shown in Figure 6.4, 
26 respondents (28%) stated that, compared with the 

materiality of the resulting disclosure, costs were 
somewhat too high, and a further six indicated that they 
were excessive. These concerns were considerably less 
than those for the resulting information related to hedge 
accounting and financial instrument disclosure. 

Members were asked whether any complexity they had 
encountered in accounting for SBPs would affect future 
business decisions, in terms of offering such incentives. 
Again, when the standard was first issued, many believed 
there could be significant fallout, citing that such schemes 
would inevitably lose part of their appeal when accounting 
charges impacted the financial statements. Figure 6.5 
illustrates that there was little indication from respondents 
that this was the case, with only 16%, compared with 33% 
in the case of hedge accounting, positively believing that 
this may be the case.

While both these types of activity can often be essential 
parts of a business’ operations, it is clear that most 
respondents believed that any negative impact SBP-type 
incentives might have on the organisation’s financial 
statements (results or preparation thereof), were less 
relevant than their underlying purpose. 

Figure 6.4: I consider that too much time is spent 
measuring and disclosing share-based payments in my 
organisation given the size and materiality of our option 
plan. (n=94)
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Figure 6.5: our experience accounting for share-based 
payments will not impact on whether my organisation 
offers such incentives in the future. (n=94)

1

2

3

4

5

 0 10% 20% 30% 40% 50% 60%

1

15

37

30

12

(Strongly 
disagree)

(Strongly 
agree)



39COMPLEXITY IN FINANCIAL REPORTING 6. UNDERSTANDING THE RESULTING INFORMATION

somewhat too high in relation to the materiality of the 
resulting disclosure, and a further 11 (11%) believed that 
they were excessive. 

When asked whether complexity in the reporting of 
pensions would affect the company’s decision on what 
type of arrangement s it would offer employees in the 
future, there was a slightly lower average score (3.19 out of 
5) than for the question about whether the accounting for 
SBPs (3.39 out of 5) would affect business decisions. 
There were more who strongly believed that this may be 
case (15) (Fig. 6.6).

The similar results to those for SBPs are not surprising, 
given that such transactions are not part of the operations 
of any organisation, but are (potentially significant) 
incentives made available to employees of the 
organisations.

6.4 ResultIng InFoRMAtIon FRoM APPlyIng IAs19

In line with the score given in Table 4.4 (which shows that 
only 10% raised concerns about production of relevant 
information for decision making), there was a positive 
regard for the meaningfulness of that information to users 
of the financial statements. Only 14 members (14%) stated 
that information produced by applying IAS 19 was not 
useful to either external or internal users. Respondents 
clearly indicated that they believed the information 
produced was useful for both internal and external users.

As was the case with SBPs, the positive views on the 
usefulness of the accounting information were tempered 
by concerns about the cost in time of preparing that 
information, given the actual impact of the resulting 
disclosure on the overall financial statements themselves. 
Eighteen respondents (18%) stated that costs were 
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Figure 6.7: do you consider the information produced 
through IAs 19 provides useful information to users of 
that information? (n=101)
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Figure 6.6: I believe that the accounting requirements of 
IAs 19 has had/may have an impact on the type of pension 
arrangements my company offers its employees. (n=100)
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6.5 ResultIng InFoRMAtIon FRoM APPlyIng IAs 12

There was a healthy perception that the disclosures related 
to income tax accounting after applying IAS 12 did 
produce sound information, with a slight bias towards the 
view that this information was more relevant to external 
users. Nonetheless, given continuing debate over the 
accounting and disclosure of deferred tax, in particular, 
these figures do appear to be quite positive. 

6.6 ResultIng InFoRMAtIon FRoM APPlyIng IFRs 3

Figure 6.9 illustrates that compared with other areas of 
financial reporting, the cost/benefit of the information 
produced under IFRS 3 was not a major concern for 
respondents (8% score). This was also clearly indicated by 
the positive views on the usefulness of the information to 
both external and internal users. 

This area was unlike others surveyed in that there was an 
even split of responses when members were asked how 
difficult it was to explain the resulting information to senior 
management – 48 did not encounter difficulties, 47 did.
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Figure 6.8: do you consider the information produced 
through the application of IAs 12 provides useful 
information to users of that information? (n=105)
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Figure 6.9: do you consider the information produced 
through the application of IFRs 3 provides useful 
information to users of that information? (n=98)
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7.1 ReduCIng CoMPlexIty In hedge ACCountIng

From the responses relating to hedge accounting, there is 
compelling evidence that this is an area of complexity in 
current financial reporting. Although they accepted that 
hedging transactions themselves were partly the cause 
(see Table 4.1), many respondents faced difficulties in 
understanding, explaining and applying the relevant 
accounting standard.

When asked to consider how complexity in hedge 
accounting could be remedied,9 20% of respondents 
indicated that it was not possible. This mirrors the 
responses, shown in Table 4.1, to the question of why 
members found this area to be complex – the transactions 
themselves are complex.

The importance placed on the drafting of the standard was 
discussed under section 5.1. Although responses to earlier 
questions on the layout and language of the standard were 
inconclusive, a more significant 68 respondents (64%) to 
this question believed that improving the drafting of the 
standard would simplify the accounting in this area. 

More specific areas of IAS 39 were also identified as being 
potential areas for the IASB’s consideration as part of its 
project of reducing complexity in reporting financial 
instruments.

The IASB discussion paper on this project proposed a 
number of measures to simplify the current requirements 
in this area, which were also considered by a number of 
members in the survey:

hedge effectiveness testing requirements – 30 •	
respondents (28%) agreed that this was an area where 
complexity could be reduced

eliminating hedge accounting entirely – 13 respondents •	
(12%) agreed that this should be considered

prohibiting aspects of hedge accounting, such as •	
partial hedges: 23 (22%) supported this.

One area where the IASB discussion paper was silent was 
on the current documentation requirements for hedging. A 
significant number of members (31: 29%) who responded, 
thought that these could be simplified. 

9. Respondents were able to choose more than one response for this 
question.

7. Ways to reduce complexity

One respondent specifically questioned the cost/benefit of 
hedge accounting requirements in relation to the question 
of improving the reporting in this area. Nonetheless, 
concerns over the effectiveness of the resulting 
information, given the process required, were expressed by 
many respondents, as shown in Table 4.1, where this factor 
scored 14% of the overall ranking. 

Respondents also had concerns about being challenged by 
external regulators and auditors. This apprehension is 
validated to some extent by the considerable debate with 
auditors on agreeing the final accounting treatment and 
the subsequent restatements that had to be made by 
some organisations.

7.2 ReduCIng CoMPlexIty In FInAnCIAl 
InstRuMent dIsClosuRes

It would appear that there is a genuine belief that much of 
the information resulting from financial instrument 
disclosure can be useful. There is, however, considerable 
difficulty in explaining that information to senior 
management. This, coupled with the predominant view 
that the information is not relevant to internal decision 
makers (see Fig. 6.2) and that the costs of preparing the 
information are high for what is often seen as a less 
significant area of the accounts (see section 6.2), suggests 
that from a preparer perspective the cost/benefit of 
information resulting from IFRS 7 is not positive. 

If the information is indeed beneficial to external users, as 
suggested by the views of preparers, then there may be an 
indirect benefit to preparers through greater transparency, 
and ultimately lower cost of capital. It therefore appears 
that respondents do see a benefit from additional 
disclosures if these focus on material matters. This is a 
potential area where IFRS 7 could provide more explicit 
guidance.

It is also important to note that, unlike the other standards, 
this is a relatively new standard, and therefore although 
the first year (which this would have been for respondents) 
may have been relatively painful, subsequent years may 
not be as difficult. This is certainly a presumption borne 
out by the response to the question about whether 
respondents ‘expected subsequent years should be easier’, 
where there was an average score of 3.4.
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7.3 ReduCIng CoMPlexIty In ACCountIng FoR 
shARe-bAsed PAyMents 

Respondents certainly believed that reporting SBPs is 
relevant to understanding the financial performance and 
position of their company. Although there was a level of 
concern about the pay-off for providing that information in 
terms of its materiality, 90% of respondents agreed that 
the information provided from applying IFRS 2 is useful to 
both internal and external users. 

Despite the perceived benefits of the resulting information 
and the relatively high acceptance that much of the 
complexity is inescapable, it should still be noted that 
most respondents indicated that this area of accounting 
was complex. Again, much of that complexity was believed 
to arise in the first year of application, and it was thought 
that information systems needed to catch up with the 
specific requirements of the standard.  

These views are supported by members’ responses to the 
question of how complexity in reporting SBPs could be 
reduced. The difficulty of applying the option pricing 
models to measure the fair value of SBPs, one of the major 
concerns about the standard when first issued, appears 
still to be an issue. Respondents stated that a more simple 
measurement model would be the primary method of 
reducing complexity (Fig. 7.1). 

A considerable number of respondents (42%) also 
indicated that the complexity in reporting SBPs could be 
reduced by improving the drafting of the standard.10 This 
is surprising given the fairly positive responses to the 
questions related to the layout and readability of IFRS 2. 
Responses to these questions were reviewed in section 5.3, 
and although clearly the majority of respondents were 
undecided, slightly more members responded affirmatively 
than negatively. There was an average score of 3.1 (IFRS 2 
is written in plain English), and 3.2 (IFRS 2 has a logical 
order) to those questions across all respondents. Among 
those members who had had recent experience applying 
IFRS 2, however, respondents were a little more 
circumspect in their responses, with an average score of 
2.8 and 2.9 respectively. 

Reiterating the concerns about the materiality of such 
transactions to their business, and the costs of producing 
the resulting disclosures, many respondents believed that 
the number of disclosures could be reduced, and that 
exemptions should be made on the basis of materiality. 

10.  Of those members who had recent experience applying IFRS 2, a 
similar proportion (10: 40%) also indicated that the complexity in 
reporting SBPs could be reduced through the redrafting of the standard. 

Other 1

It is not possible to reduce complexity in accounting 
for share-based payments

Use a more simple measurement model

Reduce the number of required disclosures

Give an exemption for IFRS 2 where the charge is not 
material

Improve the drafting of the accounting standard so it 
is easier to understand

Figure 7.1: how can complexity in reporting share-based payments best be reduced? (tick all that apply) (n=97)
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7.4 ReduCIng CoMPlexIty In PensIon ACCountIng 

Despite the perceived complexity in the accounting for 
pensions-related transactions, respondents indicated a 
strong belief that the resulting disclosures are meaningful 
to internal and external users. Over 86% of respondents 
affirmed this.  

Compared with that in other areas of financial reporting, 
the complexity in accounting for pensions was believed to 
be more strongly associated with the accounting standard 
itself. Coupling the difficulty in understanding the standard 
(18%) with the costliness of fulfilling the requirements 
(27%), concerns with complexity were a larger proportion 
of the causes of negative perceptions of IAS 19 than for 
any of the other standards reviewed here. This fact that 
there were no particularly strong views expressed on the 
language and navigation of the IAS 19, compared with the 
other standards, suggests that the perceptions of 
complexity in the standard related to the actual 
requirements themselves. This is further emphasised by 
the relatively large number of respondents who struggled 
to obtain the relevant information to fulfil those 
requirements in the first year of application. 

It is not, therefore, surprising that when asked how 
complexity in accounting for pensions could be reduced, 
respondents strongly (50: 50%) pointed to relief from the 
number of disclosure requirements. Of these, 31 (13%) 
also supported the view that the standard could be better 
drafted. Those who asked for relief from so many 
disclosure requirements, also suggested that relaxing the 
rules on annual actuarial valuations (17) and the 
elimination of the corridor approach (16) should be 
considered in reducing the complexity of IAS 19.

The elimination of the corridor approach was included as a 
suggestion in a discussion paper issued by the IASB in 
2008, on proposals for amending IAS 19. Overall, 28% of 
respondents who considered how complexity in 
accounting for pension accounting could be reduced, 
indicated that this was a possible solution. This was similar 
to the proportion who had expressed recent experience in 
this area of financial reporting (13 out of 31).

A sizeable number of respondents believed that partial 
exemptions should be made for immaterial pension plans. 

37

30

2

Relax the rules on requiring annual actuarial 
valuations

Other

Partial exemptions for immaterial pension plans

It is not possible to reduce complexity in accounting 
for pensions

Measure the pension liability at the buyout value

Reduce the number of required disclosures

Eliminate the use of the corridor method

Improve the drafting of the accounting standard so it 
is easier to understand

Figure 7.2: how can complexity in reporting pensions best be reduced? (tick all that apply) (n=100)
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7.5 ReduCIng CoMPlexIty In ACCountIng FoR 
InCoMe tAx 

Of the various areas of financial reporting considered in 
this survey, the accounting for income tax was clearly 
identified as the least complex. Relatively few respondents 
had concerns about IAS 12 (13% found it difficult to 
understand and 22% costly to implement). Similarly, there 
was less evidence that taxation itself was complex (19%). 

These sentiments were echoed throughout the responses 
relating to this area, with relatively few respondents 
experiencing difficulties in obtaining information on initial 
implementation, and more respondents finding it a 
straightforward process to agree on the accounting 
treatment with auditors and senior management.

When asked about ways in which reporting income tax 
could be simplified, there was a clear indication that the 
standard needed improving (29.8%) with the provision of 
better guidance (48.1%), especially as the subject matter 
itself was not seen as a complex area of financial reporting. 
This unnecessary complexity appears to be a result of 
deferred tax requirements, with 35.6% of respondents 
suggesting that IAS 12 should be replaced by a simpler 
model, and 34 respondents having particular concerns 
with deferred tax as applied to acquisitions.

34

2

Replace the deferred tax with another less complex 
method

Other

Rationalise deferred tax on acquisitions

It is not possible to reduce complexity in accounting 
for income tax

Improve the guidance available in standards on 
income tax

Reduce the number of required disclosures

Improve the drafting of the requirements so they are 
easier to understand

Figure 7.3: how can complexity in reporting income tax best be reduced? (tick all that apply) (n=100)
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7.6 ReduCIng CoMPlexIty In ACCountIng FoR 
busIness CoMbInAtIons

There is a strong indication that information relating to 
business combinations was useful, especially for external 
users. Over 87% of respondents agreed with this, 
comparing favourably with all other areas considered.

Although there was a considerable proportion of 
respondents (44.4%) who indicated that the complexity 
associated with accounting for business combinations was 
acceptable to some extent, respondents did strongly 
indicate that the requirements of the standard were costly 
and time consuming (26%, see Table 4.6). Nonetheless, 
given the perceived value of that information, it was not 
considered a huge issue, a point clearly indicated, where 
only an 8% weighted score was given to the question of 
whether costs outweighed the benefits. 

In terms of the measures that should be considered for 
reducing complexity, apart from a strong request for more 
guidance (55.1%), there were also concerns over the 
requirement to separate intangible assets from goodwill 
(likely to be one of the costly parts highlighted above) and 
impairment testing. 

3

Reduce the requirements to measure intangible assets 
separately from goodwill

Other

Simplify the impairment test requirements

It is not possible to reduce complexity in accounting 
for business combinations

Improve the guidance available in standards on 
business combinations

Reduce the number of required disclosures

Improve the drafting of the requirements so they are 
easier to understand

Figure 7.4: how can complexity in reporting business combinations best be reduced? (tick all that apply) (n=98)
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exPeRIenCe oF the FInAnCIAl RePoRtIng PRoCess

1. Do you have any recent personal experience preparing 
financial statements using International Financial 
Reporting Standards (IFRS) or IFRS equivalent standards?

2. What was the nature of your involvement with the 
annual report?

3. To what extent do you agree with the following statements 
about preparing annual reports?  (Please use a scale of 
1–5, where 1 is strongly disagree and 5 is strongly agree.)

4. How many years have you been involved in the 
preparation of financial statements?

5. In that time, do you believe that the financial reporting 
process has improved?

6. Do you/your company use specialist consultants in the 
preparation of financial statements?

7. Where options exist in certain financial reporting 
standards, do you find them beneficial?

8. In which of the following areas have you had personal 
experience of financial reporting during the last three 
years?  (Please tick all that apply.)

hedge ACCountIng

9. Is hedge accounting complex?  Please select the 
statement that best reflects your opinion on the 
complexity of hedge accounting.

10. What is the main reason you find hedge accounting so 
complex?

11. What is the next most significant reason you find 
hedge accounting so complex?

12. What is the third most significant reason you find 
hedge accounting so complex?

13. What is the fourth most significant reason you find 
hedge accounting so complex?  

14. To what extent do you agree with the following 
statements about IAS 39?  (Please use a scale of 1–5, 
where 1 is strongly disagree and 5 is strongly agree.)

15. How did you come to understand and apply IAS 39 
when this standard first become applicable to your 
company?  (Please tick all that apply.)  

18. How difficult was it for you to conclude on the 
application of hedge accounting under IAS 39 with the 
senior management team and the auditors? 

19. Did you find it difficult to explain the resulting 
accounting and disclosures to senior management?

20. Do you believe that such information would be more 
appropriately disclosed and discussed in the narrative, 
front section of your corporate report? 

21. Do you consider the information produced through 
hedge accounting under IAS 39 provides useful 
information to users of that information? 

22. When you first applied IAS 39, was the information you 
needed readily available from your management 
information system? 

23. How difficult was it for you to obtain all of the 
information you needed to apply IAS 39? 

24. To what extent would you agree that your experience of 
the complexity of applying hedge accounting has had an 
impact on whether your organisation entered/will enter 
into certain hedging transactions in the future? 

25. To what extent would you agree that your organisation 
chose to implement hedge accounting because it enables 
them to better communicate business performance and 
strategy? 

26. How can complexity in hedge accounting best be 
reduced?  (Please tick all that apply.)  

27. Were any decisions made in the process of applying 
IAS 39 reversed, either by senior management or the 
auditors, at a later date? 

28. Was any restatement of your previously published 
financial statements required?

FInAnCIAl InstRuMent dIsClosuRes

29. Are financial instruments disclosures complex?  Please 
select the statement that best reflects your opinion on the 
complexity of financial instruments disclosures. 

30. What is the main reason you find financial instruments 
disclosures so complex?  

31. What is the next most significant reason you find 
financial instruments disclosures so complex? 

32. What is the third most significant reason you find 
financial instruments disclosures so complex?

33. What is the fourth most significant reason you find 
financial instruments disclosures so complex?

34. To what extent do you agree with the following 
statements about IFRS 7?  (Please use a scale of 1–5, 
where 1 is strongly disagree and 5 is strongly agree.)

35. How did you come to understand and apply IFRS 7 
when this standard first become applicable to your 
company?  (Please tick all that apply.)

Appendix: list of questions used in the survey
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38. How difficult was it for you to conclude on the 
application of financial instrument disclosures under IFRS 
7 with the senior management team and the auditors?

39. Did you find it difficult to explain the resulting 
accounting and disclosures to senior management?

40. Do you believe that such information would be more 
appropriately disclosed and discussed in the narrative, 
front section of your corporate report? 

41. Do you consider the information produced through 
financial instrument disclosure under IFRS 7 provides 
useful information to users of that information? 

42. When you first applied IFRS 7, was the information you 
needed readily available from your management 
information system? 

43. How difficult was it for you to obtain all of the 
information you needed to apply IFRS 7? 

44. To what extent would you agree that too much time is 
spent on preparing financial instruments disclosures under 
IFRS 7 given the materiality of your financial instruments?

45. Please list which areas of financial instrument 
disclosures you find to create disproportionate complexity 
compared to their materiality.  For example, this could 
include qualitative risk disclosures, sensitivity analaysis, etc.

46. Is the accounting for share-based payments complex?  
Please select the statement that best reflects your opinion 
on the complexity of share-based payments.

shARe-bAsed PAyMents

47. What is the main reason you find share-based 
payments so complex?  

48. What is the next most significant reason you find 
share-based payments so complex?  

49. What is the third most significant reason you find 
share-based payments so complex?  

50. What is the fourth most significant reason you find 
share-based payments so complex?  

51. To what extent do you agree with the following 
statements about IFRS 2?  (Please use a scale of 1–5, 
where 1 is strongly disagree and 5 is strongly agree.)

52. How did you come to understand and apply IFRS 2 
when this standard first become applicable to your 
company?  (Please tick all that apply.)  

55. How difficult was it for you to conclude on the 
application of share-based payments under IFRS 2 with 
the senior management team and the auditors? 

56. Did you find it difficult to explain the resulting 
accounting and disclosures to senior management?

57. Do you believe that such information would be more 
appropriately disclosed and discussed in the narrative, 
front section of your corporate report? 

58. Do you consider the information produced through 
share-based payments under IFRS 2 provides useful 
information to users of that information? 

59. When you first applied IFRS 2, was the information you 
needed readily available from your management 
information system? 

60. How difficult was it for you to obtain all of the 
information you needed to apply IFRS 2? 

61. To what extent do you agree with the following 
statements about share-based payments?  (Please use a 
scale of 1–5, where 1 is strongly disagree and 5 is strongly 
agree.)  

62. How can complexity in reporting share-based 
payments best be reduced?  (Please tick all that apply.)

PensIons ACCountIng

63. Is pensions complex?  Please select the statement that 
best reflects your opinion on the complexity of pensions.

64. What is the main reason you find pensions so complex?

65. What is the next most significant reason you find 
pensions so complex?  

66. What is the third most significant reason you find 
pensions so complex?  

67. What is the fourth most significant reason you find 
pensions so complex?  

68. To what extent do you agree with the following 
statements about IAS 19 and pensions accounting?  
(Please use a scale of 1–5, where 1 is strongly disagree 
and 5 is strongly agree.)   

69. How did you come to understand and apply IAS 19 
when this standard first become applicable to your 
company?  (Please tick all that apply.)  

72. How difficult was it for you to conclude on the 
application of IAS 19 with the senior management team 
and the auditors? 

73. Did you find it difficult to explain the resulting 
accounting and disclosures to senior management?

74. Do you believe that such information would be more 
appropriately disclosed and discussed in the narrative, 
front section of your corporate report? 
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75. Do you consider the information produced through IAS 
19 provides useful information to users of that information?

76. When you first applied IAS 19, was the information you 
needed readily available from your management 
information system? 

77. How difficult was it for you to obtain all of the 
information you needed to apply IAS 19? 

78. To what extent do you agree with the following 
statements about IAS 19?  (Please use a scale of 1–5, 
where 1 is strongly disagree and 5 is strongly agree.)

79. How can complexity in reporting pensions best be 
reduced?  (Please tick all that apply.)

InCoMe tAx ACCountIng

80. Is income tax accounting complex?  Please select the 
statement that best reflects your opinion on the 
complexity of income tax accounting. 

81. What is the main reason you find income tax 
accounting so complex?  

82. What is the next most significant reason you find 
income tax accounting so complex?  

83. What is the third most significant reason you find 
income tax accounting so complex?  

84. What is the fourth most significant reason you find 
income tax accounting so complex?  

85. To what extent do you agree with the following 
statements about IAS 12?  (Please use a scale of 1–5, 
where 1 is strongly disagree and 5 is strongly agree.)

86. How did you come to understand and apply IAS 12 
when this standard first become applicable to your 
company?  (Please tick all that apply.)  

89. How difficult was it for you to conclude on the 
application of income tax accounting under IAS 12 with 
the senior management team and the auditors? 

90. Did you find it difficult to explain the resulting 
accounting and disclosures to senior management?

91. Do you believe that such information would be more 
appropriately disclosed and discussed in the narrative, 
front section of your corporate report?

92. Do you consider the information produced through the 
application of income tax accounting under IAS 12 
provides useful information to users of that information?

93. When you first applied IAS 12, was the information you 
needed readily available from your management 
information system? 

94. How difficult was it for you to obtain all of the 
information you needed to apply IAS 12? 

95. How can complexity in reporting income tax best be 
reduced?  (Please tick all that apply.)

ACCountIng FoR busIness CoMbInAtIons

96. Is business combinations complex? Please select the 
statement that best reflects your opinion on the 
complexity of business combinations. 

97. What is the main reason you find business 
combinations so complex?  

98. What is the next most significant reason you find 
business combinations so complex?  

99. What is the third most significant reason you find 
business combinations so complex?  

100. What is the fourth most significant reason you find 
business combinations so complex?  

101. To what extent do you agree with the following 
statements about IFRS 3?  (Please use a scale of 1–5, 
where 1 is strongly disagree and 5 is strongly agree.)

102. How did you come to understand and apply IFRS 3 
when this standard first become applicable to your 
company?  (Please tick all that apply.)  

105. How difficult was it for you to conclude on the 
application of IFRS 3 with the senior management team 
and the auditors? 

106. Did you find it difficult to explain the resulting 
accounting and disclosures to senior management?

107. Do you believe that such information would be more 
appropriately disclosed and discussed in the narrative, 
front section of your corporate report? 

108. Do you consider the information produced through 
IFRS 3 provides useful information to users of that 
information? 

109. When you first applied IFRS 3, was the information 
you needed readily available from your management 
information system? 

110. How difficult was it for you to obtain all of the 
information you needed to apply IFRS 3? 

111. How can complexity in reporting business 
combinations best be reduced?  (Please tick all that apply.)
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otheR AReAs oF FInAnCIAl RePoRtIng

112. Are there any other areas of financial reporting that 
you have found complex? 

113. Please list the areas of financial reporting that you 
have found complex in the box below. 

114. What are the main reasons you find these areas of 
financial reporting so complex? (Please tick all that apply.)

Role And oRgAnIsAtIon

115. In which country are you based? 

116. Please indicate the number of years since your 
admission to membership as a professional accountant.

117. What is your job role? 

118. How long have you been in your current job role?

119. How many employees does your company have, in 
total?
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