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Abstract 
The goal of this paper is to examine the level of involvement of all major 
stakeholder groups in the development of new accounting rules regarding the 
impairment of financial assets through the submission of comment letters on the 
ED/2009/12 on Impairment and also their level of support/opposition for the 
aforementioned ED. The findings confirmed the ever-growing interest for the 
subject of accounting for financial instruments. The big number of comment 
letters submitted by all stakeholder interest groups from all over the world 
highlighted that fact. Nevertheless, Europeans and preparers reacted the most by 
sending the largest number of letters.  
Content analysis of the 192 comment letters analyzed in this paper revealed 
split views over the ED. Accounting profession and users were the only 
stakeholders to rather agree with the ED, while almost half of the preparers 
disagreed. In terms of geographical distribution, the strongest opposition came 
from Europe and Australia, while international organizations displayed more 
balanced views. 
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INTRODUCTION 
In response to the requests made by many world leaders and several international bodies (G20, ECOFIN 
Council, Financial Stability Board, etc.) to improve the accounting and reporting rules for financial 
instruments [G20, 2009], the International Accounting Standards Board (IASB) has started a new project 
aimed at replacing the existing standards for financial instruments (IAS 39) with a new one, less complex, 
more relevant and useful. The project’s name is IFRS 9 Financial instruments.  
The Board divided its project to replace IAS 39 into three main phases. The first phase was completed in 
2010, in 2 steps: a) in November 2009, the IASB issued IFRS 9 “Financial instruments” on the classification 
and measurement of the financial assets; b) almost a year later, in October 2010, the Board issued additions to 
IFRS 9 for financial liabilities accounting.  
The 2nd phase called amortized cost and impairment of financial assets is still to be completed. an ed 
(ed/2009/12 financial instruments: amortized cost and impairment) was issued in November 2009, but 
due to public commentary and a different approach followed by the American standard-setter, a 
supplementary document was needed. Supplement to ed/2009/12 financial instruments: impairment 
was published in January 2011. The comment period closed on 1 April 2011 and re-deliberations are on-
going. 
The 3rd phase dealing with hedge accounting consisted of an exposure draft ED/2010/13 Hedge 
Accounting that was published in December 2010. After several re-deliberations, on 7 September 2012 the 
IASB posted to its website a draft of the forthcoming general hedge accounting requirements that will be 
added to IFRS 9 Financial Instruments. 
In December 2011, the Board amended IFRS 9 to require application for annual periods beginning on or 
after 1 January 2015. 
This paper sets out to analyze how different stakeholders from various countries support the accounting 
impairment rules provided by the ED/2009/12 Financial Instruments: amortized cost and impairment 
through comment letters. It is intended to join the current stream of literature dealing with the 
international accounting standard-setting process (especially where financial instruments are concerned) 
by providing additional understanding of named process. 
The paper is organized as follows: section 2 briefly describes the main findings of the relevant prior 
literature. Section 3 presents the main provisions of the new rules regarding impairment. In Section 4 
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research questions are developed, whereas section 5 describes the methodology. Results and a discussion 
of the analysis follow in section 6. Section 7 concludes. 
 
LITERATURE REVIEW 
In their attempts to provide opportunities for interested parties to discuss and debate their proposals, the 
standard-setters undertake a range of outreach and stakeholder communication activities. Therefore, 
there are several ways in which companies and individuals may attempt to influence the development of 
a particular financial reporting standard: comment letters, round-table meetings, individual meetings 
with organizations or representative bodies or webinars, live webcasts and online surveys. 
A significant stream of accounting literature addresses the subject of the stakeholders’ involvement (i.e. 
constituent participation) in the accounting standard-setting process. Most known examples are: Sutton, 
1984, Watts & Zimmerman, 1986, Tandy & Wilburn, 1996, Georgiou, 2002, Georgiou, 2005, Elbannan & 
McKinley, 2006, Durocher et al, 2007, Richardson & Eberlein, 2011. Some of these studies focus on the 
motives of companies and individuals to get involved in the accounting standards-setting process, others 
on the intensity of the stakeholders’ arguments and on the effectiveness of their involvement. 
Most of studies use, in their empirical research, the analysis of comment letters submitted to the standard 
setters. In this context, the stakeholders are all parties who submit a comment letter in response to the 
standard setter’s exposure drafts.  
Who are the stakeholders and what is their position toward these EDs? The answer is preparers, users, 
accounting profession, regulators, and academics. 
Some studies focus on the preparers. Sutton (1984) concludes that producers of financial statements are 
more likely to lobby than consumers of such statements and also large producers are more likely to lobby 
than small producers. Other studies explore the participation and perception of users of financial 
statements. Durocher et al (2007) develop a model suggesting that user participation in the standard-
setting process is explained by an idiosyncratic combination of legitimacy and other considerations 
affecting valence, instrumentality and expectancy. Georgiou (2010) argues that users’ participation is not 
as low as some studies suggest (considering that they also participate through their trade organizations) 
and the major factor inhibiting users from participating is the cost of lobbying. 
Some authors address the subject of academic community participation at the due process. The low rate 
of participation is explained by Tandy & Wilburn (1996), as the lack of understanding or interest in this 
process, and the low expectations of affecting the standard setter’s decisions. Also, the lack of academic 
rewards and the absence of a relationship between the issues and teaching or research are quoted as 
factors. Larson & Herz (2011) identify other reasons such as language barriers in combination with 
sometimes brief comment periods that may be hindering academic participation from non-English 
speakers. 
Our paper joins the current stream of accounting literature examining the constituents’ participation in 
the development of an IFRS by the IASB based on the analysis of comment letters. It brings additional 
understanding of the standard setting process where financial instruments, one of the most debated and 
complex accounting standards are concerned. 
 
OLD VS NEW IMPAIRMENT RULES FOR FINANCIAL ASSETS 

The ED/2009/12 Financial Instruments: amortized cost and impairment was issued to address criticism 
regarding the incurred loss model used in determining impairment of financial assets during the financial 
crisis. It was intended to mark the transfer to an expected loss model that would provide more useful and 
timely information about the performance and position of financial institutions.  
The ED applies to all financial instruments measured at amortized cost. It describes the objective of 
amortized cost measurement based on an expected cash flow methodology. 
Under the proposed measurement principles, an entity would determine the initial carrying amount of a 
financial asset (or portfolio of financial assets) measured at amortized cost, on the basis of the present 
value of the future expected cash flows from the asset, taking into consideration expectations about 
future credit losses [IASB, 2009]. Subsequent to initial recognition an entity would be required to revise 
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its estimates of expected cash flows at each measurement date with any resulting adjustment recognized 
in profit or loss. 
The proposed ‘expected loss’ approach was designed to result in earlier loss recognition compared to the 
current ‘incurred loss’ approach by taking into account future credit losses expected over the life of the 
financial asset measured at amortized cost. Therefore, the initial estimate of expected future losses would 
be gradually recognized over the life of the instrument as it would be incorporated into the effective 
interest rate. 
The ED also proposed comprehensive presentation and disclosure requirements that would enable users 
of the financial statements to evaluate the financial effects of interest revenue and interest expense as well 
as the quality of financial assets including credit risk. 
A detailed comparison of the incurred-loss model in IAS 39 and the proposed expected-loss approach is 
included in Table 1.  
 

Table 1 Incurred-loss approach vs expected-loss approach 

Approach Incurred-loss approach Expected-loss approach 

Initial determination of the 
effective interest rate (EIR)  
 

Based on the initial net carrying 
amount and expected future cash 
flows ignoring expected future 
credit losses. 

Based on the initial net carrying 
amount and expected cash flows 
that are adjusted for expected 
future credit losses. 

Trigger for impairment  Required; indicator-based 
(objective evidence of 
impairment). 

No trigger. 

Measurement of revised 
carrying amount 

 

Expected cash flows reflecting 
incurred losses discounted at 
original EIR (for fixed rate 
instruments. 
 
No fair value adjustments. 
No reflection of expected future 
credit losses that have not yet 
been incurred. 

Continuously updated expected 
cash flows reflecting expected 
losses discounted at the original 
EIR (for fixed rate instruments). 
No fair value adjustments. 
Reflects expected future credit 
losses. 

Recognising impairment  Profit or loss. Profit or loss. 

Subsequent impairments  
 

If further losses have been 
incurred. 

Recognized automatically 
through continuous re-
estimation of cash flows. 

Revenue recognition after 
impairment 

Based on original EIR (for fixed 
rate instruments). 

Based on EIR. 

Reversals 
 

Required if triggered by event 
after recognition of impairment 
loss. 
Up to amortized cost. 
 

Automatically by adjusting the 
expected cash flows (no trigger 
required). 
Upper limit is the full contractual 
cash flows discounted at the EIR. 

Source: Delloite, IAS Plus Update. Financial instruments: Amortized cost and impairment, November 
2009 
 
The new impairment model was severely criticized for being overly complex and costly.  Also, it 
diverged from the American approach published in 2010. The FASB’s objective was to ensure that the 
allowance balance was sufficient to cover all estimated credit losses for the remaining life of an 
instrument. Therefore, the approach proposed by the FASB would require an entity to estimate cash 
flows not expected to be collected over the life of the instruments and recognize a related amount 
immediately in the period of estimate. 
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The desire to simplify the original model and the necessity to arrive at a converged model with the FASB 
led to the issuance of a supplement to ED/2009/12 Financial Instruments: Impairment which was published 
in January 2011. The analysis of this ED will be the main focus of a future research. 
 
RESEARCH QUESTIONS 

This paper primarily explores the stakeholders’ involvement in the accounting standard-setting process 
through comment letters written in response to the IASB’s issuance of EDs. Cortese et al (2010) argue that 
the comments letters comprise the public discourse and focal point for the critical analysis of the 
international accounting standard setting process. 
ED/2009/12 Financial instruments: Amortized Cost and Impairment was issued as part of the project 
IFRS 9, a standard with international applicability. Therefore, the author considered important to analyze 
both the positions of different stakeholders to the issuance of new impairment rules and the geographic areas 
from where the letters were submitted. That is why the respondents were grouped in two ways: firstly, 
they were divided according to their interests in: accounting profession, users, preparers, user/preparers, 
regulators and others [Larson, 2007; Chatham et al, 2010]; secondly, they were grouped by country and 
by continent. Accordingly, several research questions were defined. 
The first research question asked whether the major stakeholder interest groups were involved in the 
development of new rules on impairment of financial assets through the submission of comment letters. 
RQ1 Did accounting profession, users, preparers, regulators and others write comment letters to IASB on the 
subject of amortized cost and impairment of financial assets (IFRS 9 – phase 2)? 
The second research question asked whether various geographic respondents submitted letters to IASB 
on the subject of impairment of financial instruments. 
RQ2 Did respondents from Africa, Asia, Australia and Oceania, Europe, North America and South America write 
comment letters to IASB on the subject of amortized cost and impairment of financial assets (IFRS 9 – phase 2)? 
RQ1 and RQ2 defined the profile of the respondents. 
The third research question asked whether there were differences in the level of support for ED/2009/12 
by stakeholder interest groups. 
RQ3 Did accounting profession, users, preparers, regulators and others support, through comment letters to IASB, 
the ED/2009/12 Financial instruments: Amortized Cost and Impairment of Financial Assets? 
The fourth research question asked whether there were differences in the level of support for 
ED/2009/12 by respondents from different countries and continents. 
RQ4 Did respondents from Africa, Asia, Australia and Oceania, Europe, North America and South America 
support, through comment letters to IASB, the ED/2009/12 Financial instruments: Amortized Cost and 
Impairment of Financial Assets? 
RQ3 and RQ4 defined the level of agreement or disagreement displayed by respondents. 
The next paragraphs more fully detail the research questions and their justification. In this research, the 
accounting profession comprises professional accounting bodies (IFAC members), public accounting 
firms and other accounting groups. Their participation in the accounting standard setting process is of 
common knowledge because they have traditionally provided important resources to IASC/IASB in the 
form of finance, personnel, technical expertise, and members for many of the IASC/IASB’s committees 
[Cortese et al, 2010]. Some authors [Lindahl, 1987] argue that their participation via comment letters is a 
political resource to create the image of professionalism or a form of advertising. 
Users include financial analysts and financial investors. Users’ participation in the development of new 
accounting standards is generally motivated by the obtaining of standards that provide useful 
information in financial statement [Durocher, 2007]. Accounting standard setters value their input and 
ask them to clearly state their needs by clearly commenting on them [IASB, 2011].  
Preparers include financial institutions, their trade associations, non-financial corporations, their trade 
associations and actuaries. As far as financial institutions and their trade associations are concerned, some 
authors [Larson, 2007] consider them users because of their investing and investment advising activities. 
For the purpose of this paper, the researcher followed the view that this group of stakeholders is 
preparers [Chatham et al, 2010] because they are recognized as major users and promoters of financial 
instruments. In addition, they declared themselves preparers in their comment letters. Prepares’ strong 
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engagement in lobbying on accounting standards is motivated mostly by the revenue and earnings 
pressures on top management or by the consequences on management compensations [Zeff, 2008]. 
Preparers/users consist of insurance companies that use financial instruments in their operating activities, 
but also in their investing activities. Therefore, we assessed their responses separately from users and 
preparers.   
Regulators consist of accounting standard setters, stock exchange regulators and other government 
entities. National accounting standard setters have always been considered key constituents by the IASB 
[Street, 2006]. Also, the international board has been aware of the significant role played by regulators in 
achieving the main IASB’s objective: high quality global standards and has paid special attention to their 
opinions [IASCF, 2010]. 
Others are represented mainly by the academic community and individuals whose affiliation could not 
be clearly established. The academics’ participation in the IASB’s standard setting process trough the 
submission of comment letters has been constant over the years, but their overall response rate has 
remained low [Larson&Herz, 2011]. 
 
METHODOLOGY (DATA SOURCE, SAMPLE AND DATA ANALYSIS)  

In order to achieve the goal of analyzing constituents’ involvement in the process of developing an IFRS, 
the researcher focused on the comment letters published on the IASB’s website for the 2nd phase of the 
IFRS 9 project - Financial instruments: Amortized Cost and Impairment of Financial Assets. As 
mentioned, all comment letters were obtained from the IASB’s website while data on corporations was 
obtained from respondents’ websites.  
The total number of letters submitted and analyzed was 192. Content analysis was used to analyze all 
letters. Responses to the 12 questions provided by the ED/2009/12 were assessed using a scoring system 
that took into account the level of agreement or disagreement (agreement, partial agreement, partial 
disagreement, disagreement). There were a significant number of questions that were not answered by 
the respondents. They were all included into the “no comment” category.  
After the initial assessment was made, the author revisited a random sample of 20 letters (approximately 
10% of all) and found no significant differences from the initial analysis. 
In this analysis, the agreement for a question was expressed as a simple „yes” response, except for 
questions 4b, 7b, 9b, and 12 where „no” meant support for the approach proposed in the ED. When the 
respondent had doubts about the outcome of a certain proposal or there was no general agreement 
among its members, the answer was coded as partial agreement or partial disagreement. Example of 
partial agreement:  the letter stated „the answer is yes, but the IASB should take into consideration our 
suggested revisions that would enhance clarity, usefulness, comparability and operationality”.  Example 
of partial disagreement: „we agree with the principle if it is applicable to bonds and loans, but we 
disagree with it if it is applicable to trade receivables” in the case of industrial and commercial entities 
(where trade receivables are the most important financial assets).  The „no comment” category was not 
excluded from the analysis as most of the times it was considered a signal of the importance the 
respondents paid to certain proposals. 
  
RESULTS  

This section identifies the profile of the respondents (RQ1 and RQ2) and their level of support (RQ3 and 
RQ4). 
 
A. PROFILE OF RESPONDENTS 

Respondents from over 35 countries and several stakeholder interest groups submitted their responses to 
the 12 questions provided by the IASB through the ED/2009/12. This huge interest is not surprising 
because all projects related to financial instruments have always been the centre of public debates in 
accounting and the financial crisis has only magnified the interest. Chatham et al (2010) argued that the 
Financial Instruments Discussion Paper (1997) on IAS 39 Financial Instruments: Recognition and 
Measurement was the first standard to elicit a record number of 172 comment letters in a moment when 
the average number of letters received by the IASB for an ED was slightly over 50.  
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Of the 192 letters,  96 (50%) were sent by the preparers of the financial statements that the author identified 
as financial institutions - FI (35 letters – 18% of total letters),  financial trade associations - FTA (35 letters – 
18%) and non-financial corporation and their trade associations (26 letters – 14%). (Table 2). Accounting 
profession and regulators sent 76 letters (40% of all). 
 

Table 2. Respondents by Stakeholder and by Country/Continent 
 

Country Accounting 
profession 

Regu-
lators 

Preparers Users Users/ 
Preparers 

Others Total 

 
FI 

 
FTA 

Others 
 

Austria  1       1 

Belgium  1 1 1     3 

Denmark 1   1 1    3 

France 1 1 4 1 1  1  9 

Germany 2 1 2 2 4  1  12 

Ireland 2        2 

Italy  1  1     2 

Netherlands  1 1  1    3 

Slovak Republic  1       1 

Spain  2 1 2     5 

Sweden 2 1  2     5 

United 
Kingdom 5 1 5 3 4 3  2 

 
23 

Total EU 13 11 14 13 11 3 2 2 69 

Pan-European 2 2  4 1 1 2  12 

Norway  1       1 

Russia  1       1 

Switzerland   2  4  1  7 

Total Europe 15 15 16 17 16 4 5 2 90 

Botswana 1        1 

Cote d’ Ivoire   1      1 

South Africa 1  1  1    3 

Zambia 1        1 

Total Africa 3  2  1    6 

China  1 4      5 

Hong Kong 1 1  1     3 

India 1 1  1 2    5 

Israel  1       1 

Japan 1 1  1 1 1 1  6 

Korea  1       1 

Malaysia  1 1      2 

Pakistan 1        1 

Singapore 1 1 1     1 4 

Thailand 1        1 

Transnational 1        1 

Total Asia 7 8 6 3 3 1 1 1 30 

Australia 3 2 3 3 1    12 

New Zealand 1 1       2 

Total Australia 
and Oceania 4 3 3 3 1    

 
14 

Canada 3 1  3 1  1  9 
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Mexico  1       1 

USA 3 1 7 3 2  2  18 

Total North 
America 6 3 7 6 3  3  

 
28 

Brazil  1  1     2 

Total South 
America  1  1     

 
2 

International  9 2 1 5 2 2 1  22 

Total 44 32 35 35 26 7 10 3 192 

Percentage (%) 23 17 18 18 14 4 5 1 100 

 
The researcher’s findings are in line with several studies that found users’ participation not very 
significant as measured in number of letters [Durocher et al, 2007, Gîrbină, 2007]. 7 letters from users and 
10 from users/preparers represent less than 10% of all letters. Therefore, the results of this research did 
not contradict the prior literature. But they would look rather different if the constituents from the 
„users” category included financial institutions and their trade associations. In this case, they would 
represent 45% of all responses.   
Nevertheless, the low rate of response from users should worry the IASB who privileges investors (herein 
classified as users) among the users of financial statements. The Conceptual Framework for Financial 
Reporting states that investors are the primary users of general purpose financial reporting [IASB, 2011]. 
Their lack of involvement through comment letters might be considered troublesome. 
The accounting profession, consisting of 22 professional accounting bodies – all IFAC members, 9 public 
accounting firms (all big 4 and several others world known firms such as BDO, Baker Tilly, Mazars or 
Grant Thornton), and 13 other accounting groups (such as Federation des Experts Comptables 
Europeens), comes 2nd with 44 letters (23%). It is followed by regulators (32 letters – 17%). The last 
stakeholder interest group is represented by the others with 3 letters (1%). 
In terms of participation of non-financial corporations and their trade associations (26 letters and 14% of 
total), the situation has reversed from the Financial Instruments Discussion Paper (1997) analyzed by 
Chatham et al, 2010, which has shown a greater number of letters and percentage of non-financial 
corporations – 60 and 36% of total, as compared to financial institutions and their trade associations – 45 
and 27%. This could be explained as a consequence of the greater use and promotion of financial 
instruments by the financial institutions. Another reason might be the stronger impact of accounting 
standards for financial instruments on financial institutions during the recent financial crisis which raised 
their interest in the corresponding accounting and reporting rules. 
Moreover, 68% (131 of 192) of the respondents also sent comment letters regarding the 1st phase of the 
IFRS 9 project: the ED/2009/7 Financial instruments – classification and measurement [Huian, 2012], 
which shows their on-going involvement in this project. 
RQ1 is supported. All major stakeholder interest groups participated significantly in the development of 
the new impairment rules through their comment letters on ED/2009/12.  
The geographic analysis showed that most of the letters came from the EU (69 – 36%) and USA (18 – 9%). 
Europe alone, including non-EU countries and Pan-European respondents, provided almost half of the 
total number of letters (90 – 47%) (Table 2). The most numerous group of respondents from a single 
country came from the UK (23 letters-12% of total), closely followed by the USA (18 letters – 9%). Other 
countries that frequently provided respondents are presented in Table 3. 
By continents, Europe dominated through the largest number of letters – 90 and 47% of all, Asia came 
2nd with 30 letters and 16%, North America came 3rd with 28 and 15%, Australia and Oceania 4th with 
14 letters and 7%, Africa 5th with 6 letters and 3% and South America 6th with 2 letters and 1%. 
International organizations provided 22 letters (11% of all). Anglo-Saxon countries (USA, UK, Canada, 
Australia and New Zealand) provided 64 letters, 1/3 of total numbers. In addition, few countries 
provided half of the comment letters (8 countries supplied 50% of all letters).  
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Table 3. Number of letters by country 

Country No of letters % 

UK 23 12 

USA 18 9 

Germany 12 6 

Australia 12 6 

France 9 5 

Canada 9 5 

Total 83 43 

These results are consistent with other studies [Chatham, 2010, Larson, 2007]. Therefore, RQ2 is 
supported; respondents from all continents provided their perspective on amortized cost and impairment 
of financial assets.  
 
B. APPROVAL OR DISAPPROVAL OF ED/2009/12 
Overview 
ED/2009/12 comprised 12 questions relating to its proposals on impairment grouped in 7 topics: 
-objectives of amortized cost measurement (2 questions); 
-measurement principles (2 questions); 
-objectives of presentation and disclosure (1 question); 
-presentation (1 question); 
-disclosure (1 question); 
-effective date and transition (3 questions); 
-practical expedients (2 questions). 
The majority of the respondents followed the general structure of the questions provided by the 
ED/2009/12. Moreover, the majority responded to all questions, but some responded only to questions 
considered of most interest. Some letters only provided general comments or an overall opinion and did 
not address any specific question. Some answers were simple yes or no responses (without any 
justification) while most gave detailed explanations of the reasons behind their position.  
Level of support 
As shown in Table 4, 49% of respondents either agreed or disagreed with the ED’s proposals, while 28% 
chose not to comment. If we add the partial agreements and disagreements, the situation is quite 
balanced (34% that rather agreed compared to 38% that rather disagreed). If no comment were to be 
excluded from the analysis, 42% would disagree and 26% would show agreement. The overall situation 
would be: 47% of respondents would rather agree, while 53% of them would rather disagree. Under both 
scenarios (no comments included and no comments excluded) the percentage of disagreements surpasses 
the percentage of agreements. 

Table 4. Support of ED/2009/12 by Stakeholder Groups 

Respon-
dents by 
interest 
groups 

Agreement Partial 
agreement 

Partial 
disagree-
ment 

Disagreement No 
comment 

Total 

NoA  % NoA  % NoA  % NoA  % NoA  % NoA  % 

Accounting 
profession 198 26 147 20 46 6 196 26 161 22 748 100 

Regulators 104 19 104 19 47 9 156 29 133 24 544 100 

Preparers 262 16 191 11 165 10 548 34 466 29 1632 100 

Users 32 27 25 21 6 5 24 20 32 27 119 100 

Users/ 
preparers 10 6 14 8 5 3 37 22 104 61 170 100 

Others 5 10 5 10 2 4 22 43 17 33 51 100 

Total 611 19 486 15 271 8 983 30 913 28 3264 100 

NoA = Number of Answers 
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A deeper analysis revealed the principles/proposals that raised the most approval or disapproval (Table 
5). 

Table 5 Support of ED/2009/12 by question 

Respondents 
by interest 
groups 

Agreement Partial agree-
ment 

Partial 
disagreement 

Disagreement No comment 

NoA % NoA % NoA % NoA % NoA % 

Q1 47 24 49 26 18 9 32 17 46 24 

Q2 25 13 43 22 28 15 49 26 47 24 

Q3 17 9 44 23 25 13 68 35 38 20 

Q4a 13 7 36 19 75 39 62 32 6 3 

Q4b 21 11 0 0 2 1 129 67 40 21 

Q5a 61 32 36 19 8 4 26 14 61 32 

Q5b 36 19 49 26 11 6 35 18 61 32 

Q6 16 8 41 21 22 11 67 35 46 24 

Q7a 10 5 48 25 17 9 83 43 34 18 

Q7b 21 11 0 0 0 0 86 45 85 44 

Q8 61 32 30 16 2 1 46 24 53 28 

Q9a 29 15 31 16 9 5 67 35 56 29 

Q9b 62 32 0 0 26 14 12 6 92 48 

Q9c 33 17 24 13 7 4 58 30 70 36 

Q10 69 36 16 8 7 4 42 22 58 30 

Q11 36 19 35 18 14 7 50 26 57 30 

Q12 54 28 4 2 0 0 71 37 63 33 

total 611   486   271   983   913   

NoA = Number of Answers 

 
The most supported proposals regarded: 
-the information disclosed in relation to the transition to the new impairment rules (question 10 – Q10), 
which was supported by 36% of respondents; 
-the comprehensible description of the objective of presentation and disclosure in relation to financial 
instruments measured at amortized cost in the ED (Q5a) that met the approval of 32% of respondents; 
- the alternative simplified transition approach that uses the original effective interest rate determined in 
accordance with IAS 39 rather than an adjusted effective interest rate as set out in the ED (Q9b), which 
was favored by 32% of participants; 
-the mandatory effective date of about 3 years after the IFRS is issued (Q8) which was considered 
sufficient lead-time for implementing the proposed requirements by 32% of respondents. 
Table 5 shows that the level of full agreement did not surpass 1/3 of responses for any of the 12 questions 
asked. Therefore, none of the proposals met the respondents’ strong approval. The situation changes if 
partial agreements are taken into consideration. With certain improvements, questions like the ones 
regarding: the objective of presentation and disclosure principles or the objective of amortized cost 
measurement would rather be agreed upon by almost half of the participants.   
The proposals that raised the most vehement disagreement or the most significant partial disagreement 
regarded: 
-the measurement principles set out in the ED for the methods used to compute the amortized cost and 
the impairment (Q4a). 71% of all respondents rather disagreed with the expected cash flows (ECF) 
approach (39% strongly disagreed while 32% partially disagreed). Most of them supported the expected 
loss (EL) methodology but questioned the operationality of the proposed ECF approach. Accordingly, 
67% of participants suggested other EL impairment approaches should be used (Q4b). Some letters even 
suggested maintaining the current incurred loss impairment methodology, enhanced with additional 
guidance. They argued that the problems during the crisis had more to do with a lack of diligence on the 
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part of some preparers/investors in applying the current incurred loss accounting model than with the 
accounting model itself (comment letter - CL 161); 
-the disclosure requirements (Q7a and Q7b) were opposed by more than half of the respondents. Most 
letters expressed concerns about the cost/benefit implications and the usefulness of all proposed 
disclosures. 
More balanced opinions were provided about the practical expedients  (Q11 and Q12) or the 
appropriateness of the objective of amortized cost for that measurement category (Q2). Almost 2/3 of 
respondents either agreed or disagreed with the proposals while the other third chose not to comment. 
Regarding questions 11 and 12, many stakeholders considered the practical expedients a welcome 
addition, but pointed out that the simple need of these was a signal of the complexity of the model. As far 
as Q2 is concerned, most of the negative reactions came from non-financial institutions that felt the need 
for a different approach for non-interest bearing financial instruments (such as short-term trade 
receivables).   
In regards to RQ3, the users and the accounting profession had the most obvious support for ED/2009/12 
(Table 3). 27% and 26% respectively of their answers were agreements (48%, 46% respectively if partial 
agreements are added). Also, they were the groups with the smallest number of no comments, which is 
not surprising, at least in the case of the accounting profession, considering their activities, interests and 
level of expertise. The preparers were the ones who most strongly opposed the ED (44% of all their 
answers coded as disagreements or partial disagreements). This is highly significant considering that 
preparers represent 50% of all respondents. Regulators had similar reactions to preparers.  
The insurance companies and their trade associations (the user/preparer category) provided many no 
comments, 61% of them choosing not to respond to one or several questions. This might be interpreted as 
a refusal to comment on proposals considered to be aimed at a specific industry (banking) but to be 
followed by all industries.   
A deeper analysis involving a „question-by-question” assessment showed that both accounting 
profession (48%) and regulators (44%) were supportive of the mandatory effective date of about 3 years 
after the IFRS is issued (Q8), while users (57%) and regulators (41%) were in favor of the disclosure 
requirements on transition to the new standard. More interestingly, the accounting profession was the 
only one to rather agree with the disclosure requirements (46%), regulators and users strongly disagreed 
them and mostly the addition of other requirements, while preparers barely commented on the subject 
(47% chose not to address the topic). More than 70% of preparers and regulators disapproved the ECF 
approach (preparers/users showed a level of disagreement of 100%), while a little over 50% of the 
accounting profession opposed it. Almost all stakeholders required other impairment model than the one 
proposed in the ED. 
Overall, RQ3 is not supported. The percentage of agreements (19%) is below the level of disagreements 
(30%). Nevertheless, the level of support differs from one stakeholders’ interest group to another, the 
users and the accounting profession showing the biggest support.  
In regards to RQ4, constituents from South America (62%) and Africa (50% - Table 6) had the most 
positive attitude toward the ED but this result should be analyzed in relation to the reduced number of 
comment letters from these continents (1% and 3% of all). 
 

Table 6. Support of ED/2009/12 by Continents 

Continents Africa Asia Australia Europe 

NoA % Noa % Noa % NoA %  

Agreement 51 50 85 17 60 25 274 18  

Partial agreement 19 19 64 13 30 13 242 16  

Partial 
disagreement 4 4 40 8 21 9 156 10  

Disagreement 22 22 116 22 85 36 535 35  

No comment 6 5 205 40 42 17 323 21  

Total 102 100 510 100 238 100 1530 100  

Continents North America South America International Total  
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NoA % NoA % NoA % NoA % 

Agreement 59 12 21 62 61 16 611 19 

Partial agreement 52 11 3 9 76 20 486 15 

Partial 
disagreement 30 6 1 3 19 5 271 8 

Disagreement 119 26 7 21 99 26 983 30 

No comment 216 45 2 5 119 33 913 28 

Total 476 100 34 100 374 100 3264 100 

NoA = Number of Answers 
The strongest opposition came from Australia (36%) and Europe (35%). The 2 continents leaned even 
more toward disapproval if the partial agreements/ disagreements were taken into consideration (they 
both showed a 45% of disagreements). In the case of Europeans, this result is highly significant because 
they sent the largest number of comment letters. Also, this followed a tradition in terms of the European 
attitude toward accounting standards for financial instruments, prior studies having reached the same 
conclusions (according to Chatham et al, 2010, European countries had higher disapproval levels than 
non-European respondents). Other continents that leaned more toward disapproval were Asia and North 
America, but they also provided a significant percentage of no comments (more than 40%). 
The international organizations displayed a more balanced view, their opinions being split among 
approval, disapproval and no comments in almost equal proportions (around 30% each). 
As expected, the most controversial questions were the ones regarding the measurement principles set 
out in Q4a and Q4b. Asia, Australia, Europe and North America showed level of disapproval (including 
partial disagreement) of more than 70%. The rules regarding presentation and disclosures came 2nd with 
levels of disagreement ranging between 40% (in North America) and 57% (in Australia). The most agreed 
upon principles rarely surpassed 40% of all opinions:  Asia (47%) for the objective of presentation and 
disclosure (Q5b) and Europe (44%) in favor of disclosure requirements related to transition to the new 
standard. 
Overall, RQ4 is not supported. The only continents displaying a greater level of approval than 
disapproval were Africa and South America, but these results are not very significant considering the 
small number of letters that came from these parts of the world. Conversely, respondents from all other 
continents displayed a greater level of disapproval for ED/2009/12 than approval. 
 
CONCLUSIONS 
The goal of this paper was to determine the level of involvement from all major stakeholder groups in the 
development of new rules on amortized cost and impairment of financial assets through the submission 
of comment letters on the ED/2009/12 and their level of support/opposition of the proposals provided 
by the aforementioned ED. 
The findings confirmed the ever-growing interest for the subject of accounting for financial instruments, 
interest that was significantly fuelled by the developments on the financial markets generated by the 
crisis. The big number of comment letters submitted by all stakeholder interest groups from all over the 
world highlighted that fact. Nevertheless, Europeans and preparers reacted the most by sending the 
largest number of letters.  
Content analysis of the 192 comment letters analyzed in this paper revealed split views over the ED. 
Accounting profession and users were the only stakeholders to rather agree with the ED, while almost 
half of the preparers disagreed. In terms of geographical distribution, the strongest opposition came from 
Europe (which confirmed the findings from other studies – see Chatham et al, 2010) and Australia, while 
international organizations displayed more balanced views. 
Three main conclusions depicted from the analysis of all comment letters were: 
-the expected loss approach was considered, in general, a better model than the current incurred loss one 
from IAS 39, but the proposed methodology was cited as difficult to apply operationally, due to its 
complexity, and highly costly. Most respondents suggested other expected loss approaches; 
-non-financial institutions asked for a simplified approach because their main financial assets (short-term 
trade receivables) are not managed on a portfolio basis and are nor created for the purpose of collecting 
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interest. In addition, these respondents shared the overall concern over the cost and usefulness of the 
information provided on such basis; 
-impairment for financial reporting purposes should not be driven by prudential regulatory objectives 
and requirements. 
The critics of the ED/2009/12 recorded a small victory when the IASB published a supplement on the ED 
in 2011 in which it proposed significant changes to the most disapproved principle: the expected loss 
methodology. 
We are aware of certain limitations of this paper. Firstly, the research method primarily used – content 
analysis - entails subjectivity especially when assessing the answers that do not clearly suggest the 
respondent’s agreement or disagreement. Secondly, it considers only one part of the accounting standard-
setting due process, the comment letters. 
Future research is necessary to explore the other lobbying means available to stakeholders. Also, further 
research might examine the comment letters submitted for the supplement on the ED/2009/12 and for 
the other phases of the IFRS 9 project. 
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