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Hello. I'm Brian O'Donovan. I'm the Global IFRS and Corporate Reporting Leader at
KPMG. And I'm a member of the IFRS Interpretations Committee — the IFRIC.

The Committee’s June meeting was once again dominated by IFRS 18, the new

standard on presentation and disclosure, which is effective for 2027 For the first
time, the Committee has issued tentative agenda decisions about management-
defined performance measures — MPMs.

Now, pretty much all public companies (many private companies too) use MPMs.
So these new decisions will be important as they plan their communications with
investors. The Committee also discussed many other IFRS 18 issues that will affect
many companies.

What are management-defined performance measures
(MPMs)?

IFRS 18 introduces the concept of an MPM and requires new disclosures.

An MPM is a subtotal of income and expense that a company uses in public
communications outside its financial statements, to communicate management'’s
view of the overall financial performance of the company. Subtotals that are
required by other IFRS Accounting Standards or specifically excluded by IFRS 18 —
they’re not MPMs.

A recurring question in IFRS 18 implementation projects is which of the many,
many alternative performance measures that companies currently use meet this
definition.

Hypothetical MPMs

The Committee was asked to consider whether a performance measure that
includes hypothetical income and expenses can be an MPM. For this discussion,
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‘hypothetical’ means the income and expenses have not been recognised in the
financial statements and never will be.

So, at this point, you may be thinking, surely non-existent income and expenses
should not be in the financial statements?!

There were certainly some strong reactions from Committee members and
observers, including the regulators around the table.

The strength of my own personal reaction depends a lot on the example | have

in mind. For example, taking the monthly result of a steady-state business, and
annualising it, well, that feels very different from speculating what the results might
have looked like if a major war or pandemic hadn't happened.

The Committee noted that the IASB never intended to restrict what might be

an MPM. It never intended to distinguish between good and bad performance
measures. The purpose of the MPM guidance is to take the performance measures
that companies already use, and put transparency and discipline around at least
some of them.

But it's not a free for all either. An MPM must genuinely represent management'’s
view of financial performance and be properly labelled and explained.

The Committee agreed to issue what it hopes will be a balanced agenda decision
that captures a nuanced discussion. It won't include examples, good or bad.

What is a public communication?

The second MPM issue was about a private company that sends reports to
selected investors, subject to various restrictions, and the question was whether
this was a public communication.

The issue arises because IFRS 18 includes investor presentations in a list of items
that are public communications.

However, in this case, the investor presentation is provided to a limited group of
investors subject to a confidentiality agreement and restrictions on redistribution.
It's not otherwise published by the company.

Well, the Committee felt comfortable that this just isn’t a public communication in
the plain English sense of the phrase.

Other IFRS 18 topics discussed

The Committee discussed three other IFRS 18 topics as follows.

The first addresses whether a manufacturerlessor has a specified main business
activity of providing finance to customers. The case discussed was in the
automotive sector.

The second addresses how a company that has a specified main business activity
presents income and expenses from cash and cash equivalents and certain
liabilities. This will affect a broad range of companies, from banks to investment
property companies.

And the third addresses how to label subtotals and present operating expenses.
This didn’t feel particularly controversial, but will affect almost everyone.

Next steps

The new tentative agenda decisions about IFRS 18 are included in the new IFRIC
Update, along with another non-IFRS 18 tentative agenda decision — that one is
about a fund. They are all open for comment for 60 days.

Now, most of you will be affected by at least one of these agenda decisions. Maybe
more. So take a look. See what you think. Consider whether you want to send a
letter to the Committee.
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