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Dear Vice-President Dombrovskis, 

Consultation fitness check on the EU framework for public reporting by 
companies 
 
Corporate reporting is a key foundation to the capital markets, providing transparency 
and building trust for investors and other stakeholders. As a global audit and assurance 
network with a strong European base, we are committed to supporting the European 
Commission objectives to strengthen and deepen European capital markets.  
We have engaged our European and global network to consider the questions posed 
by the fitness check. Our responses build upon our previous contributions to the 
European Commission’s consultations on Capital Markets Union and our involvement 
in the work of Accountancy Europe. 
 
Compared to previous nationally-driven approaches the EU framework has greatly 
improved protection for stakeholders, and contributed to financial stability. Likewise the 
work undertaken by the IASB and IOSCO has contributed significantly to both 
European and global transparency and consistency.  
 
However, there is more that could be done both globally and in Europe to deliver further 
benefits. The fitness check is an ideal opportunity to look more holistically at the 
disclosure requirements under EU legislation and the extent to which requirements, in 
concert with IFRS disclosures, are overlapping, inconsistent or not scalable. Where 
possible, solutions should be found through approaches that, to the extent necessary, 
work collaboratively with the IASB but do not undermine or result in modifications to 
IFRS as issued by the IASB. Europe has a strong leadership position globally in the 
development of financial reporting as a consequence of not modifying IFRSs and 
consequently has considerable influence to shape approaches that benefit preparers, 
investors and other stakeholders. 
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In summary our key comments on the issues raised in the fitness check are: 
 
IFRS must remain globally consistent  

• EU’s approach to date has been successful at enhancing European capital 
markets and attracting foreign investment from around the world. 

• EU leadership through its approach of not modifying IFRSs through “carve ins” 
and using “carve outs” only in exceptional instances has contributed to success 
of IFRS globally – including recognition in jurisdictions which have not adopted. 
We continue to strongly support global standards and so would not support any 
EU GAAP or EU IFRS. As well, we would strongly prefer not using “carve outs” 
in order to maintain global consistency and for Europe to retain its influential 
leadership position in international standard setting. 

• There appears to be a misunderstanding that accounting standards in 
themselves drive investor behaviours i.e. short-term versus long-term. In our 
view, many other factors play a more significant role. 

Convergence of statutory accounting requirements within EU 
• Opportunity to reduce the overall complexity of the legislative framework and 

have a more coherent presentation of information in company reporting. 

• Helpful where possible to reduce differences between national GAAPs in EU – 
but recognise that tax and capital maintenance requirements differ between 
countries. 

• EU could allow non-listed companies to choose IFRS over national GAAP(s) for 
those who are looking for foreign investment or want to operate cross-border. 

Broader corporate reporting 
• EU leadership on furthering corporate reporting improvement is welcome. 

Corporate reporting does need to keep up with emerging business models and 
changing expectations. 

• Support a more holistic approach to corporate reporting – a ‘Core and More’ 
model focused on delivering the information that investors and other 
stakeholders need. 

• Opportunity for Commission to support more integrated reporting and contribute 
in a leadership role in non-financial reporting. 

The audit profession aims to promote trust and confidence by helping companies to 
report more reliable information to investors and other stakeholders. Alignment of audit 
and assurance requirements to thresholds for financial statements, the management 
report and non-financial information for large and listed entities would help increase 
transparency – recognising that exemptions for smaller entities, where appropriate, can 
help alleviate administrative burdens. Confidence in integrated reporting, including non-
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financial reporting, would in our view be supported by requiring certain levels of 
independent assurance. 
 
Overall we are supportive that the European Commission is undertaking a review of the 
various requirements within the EU corporate reporting framework. As the elements of 
the framework were introduced at different times, and often for different purposes, 
taking a step back to assess where coherence, consistency and efficiency could be 
improved is the right thing to do.  

I hope you find our contribution constructive and helpful. If you have any questions 
regarding our thinking I would suggest you contact Jon Hogan 
(jon.hogan@kpmgifrg.com) in the first instance. 

Yours sincerely 
 

 
 
 
 
 
 
Reinhard Dotzlaw 
Seconded Partner 
Global IFRS Leader, KPMG International Standards Group 
 

 

mailto:jon.hogan@kpmgifrg.com
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Assessing the fitness of the EU Public Reporting Framework Overall 

1.   Do you think that the EU public reporting requirements for companies, taken as a whole, have 
been effective in achieving the intended objectives? 

 1 2 3 4 5 Don't 
know 

Ensuring stakeholder protection       
Developing the internal market       
Promoting integrated EU capital markets       
Ensuring financial stability       
Promoting sustainability       

(1=  totally  disagree,  2=  mostly  disagree,  3=  partially  disagree  and  partially  agree,  4=  mostly  
agree, 5=totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Compared to the previous nationally-based approaches the EU framework has significantly improved 
stakeholder protection, strengthened the internal market, and contributed towards financial 
stability. More could still be done for the EU framework to deliver further benefits for integrating the 
European internal market, particularly in the field of capital markets and sustainability, where 
investors would also like more consistent information around alternative (non GAAP) performance 
measurement and non-financial performance indicators. 

 

2.   Do you think that the EU public reporting requirements for companies, taken as a whole, are 
relevant (necessary and appropriate) for achieving the intended objectives? 

 1 2 3 4 5 Don't 
know 

Ensuring stakeholder protection       
Developing the internal market       
Promoting integrated EU capital markets       
Ensuring financial stability       
Promoting sustainability       

(1=  totally  disagree,  2=  mostly  disagree,  3=  partially  disagree  and  partially  agree,  4=  mostly  
agree, 5=totally agree) 

Please explain your response and substantiate it with evidence or concrete examples of any 
requirement that you think is not relevant. 

Overall the EU framework remains relevant, but more focus on non-financial reporting would 
enhance relevance of reporting and help promote a more integrated EU internal market and 
sustainability. 
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3. Companies would normally maintain and prepare a level of information that is fit for their own 
purposes, in a "business as usual situation". Legislation and standards tend to frame this information 
up to a more demanding level. 

 

 

1 2 3 4 5 Don't 
know 

With regards to the objectives pursued, do you think 
that the EU legislation and standards on public 
reporting are efficient (i.e. costs are proportionate to 
the benefits generated) 

 

 

 

 

 

 

 

 

 

 

 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please  explain  your  response  and  substantiate  it  with  evidence  or  concrete  examples  of 
requirements that you consider most burdensome. 

Overall the EU framework, including IFRS, has increased access to and reduced the cost of capital; 
however for unlisted entities, SMEs specially, increasing complexity of requirements prevents 
effective reporting. For SMEs we support further work to simplify IFRS disclosure requirements. 

Coherence 

As a preparer, user, or person with interest in financial reporting, you may have noticed possible 
incoherence due to overlaps, repetitions, redundant items, loopholes or inconsistencies in relation 
with the preparation, publication, access to or use of public reporting by companies. 

5.   Do you agree that the intrinsic coherence of the EU public reporting framework is fine, having 
regard to each component of that reporting? 

 1 2 3 4 5 Don't 
know 

Financial   statements   (preparation,   audit   and 
publication) 

      

Management   report   (preparation,   consistency check 
by a statutory auditor, publication) Please  do  not  
consider  corporate  governance statement or non-
financial information 

 

 

 

 

 

 

 

 

 

 

 

 

Non-financial information (preparation, auditor's check 
and publication) 

      

Country-by-country   reporting   by   extractive   / logging 
industries (preparation, publication) 

      

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5= 
totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Taken together reporting requirements are considered by many to be overly burdensome and not as 
coherent as they could be. There is certainly room for improvement to reduce the overall complexity 
of the legislative framework and to have a more coherent presentation of information in company 
reporting.  

Some examples include: 
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Over-reporting 

EU companies tend to be overly cautious and classify more information as material than is 
necessary. Hence, notes to financial statements of more than 100 pages are not uncommon. It is 
questionable whether such an amount of information presented in this way is actually helpful for 
users. There is wide spread recognition that overly extensive reporting is not beneficial either for the 
preparers nor the users. 

The IASB’s Principles of Disclosure project is responding to three main concerns about information 
disclosed in general purpose financial statements, namely: not enough relevant information; too 
much irrelevant information; and, ineffective communication of information provided. 

The focus of the IASB’s research project is to respond to these concerns by identifying and better 
understanding disclosure issues, and developing new or clarifying existing disclosure principles to 
address those issues.  Given that the IASB has embarked on a project to address these concerns, it 
would be opportune for the EU, through EFRAG, to further continue to actively contribute.        

Overlaps between IFRS and other EU requirements 

Other EU legislation adds requirements, often overlapping with those in IFRS. For example the EU 
has introduced additional requirements for management reports, CSR-reports, corporate 
governance reports, country-by-country-reports, and remuneration reports. Most recently the EU 
Shareholder Rights Directive 2017/828 has added additional requirements covering related parties 
and remuneration reports. A patchwork of complex, interwoven reporting duties has developed 
where a more integrated approach would improve coherence both or preparers and users. 

The EU fitness check is the ideal opportunity to look more holistically at the disclosure requirements 
under EU regulations. We encourage consideration of the extent to which the regulations, in concert 
with IFRS disclosures, are overlapping, inconsistent and not scalable depending on the nature and 
size of the entity. Therefore, KPMG supports a review of the extensive reporting burden for 
companies to reduce complexity and increase coherence. 

A more holistic approach to financial and non-financial corporate reporting that reduces overlapping 
and enhanced integration would be helpful. The ‘Core and More’ approach developed by 
Accountancy Europe would be a way to help create more coherence by filtering who the information 
is for and also connecting it all together. Creating more coherence through the “Core and more” 
approach could also be an important step forward in reducing reporting requirements in the EU 
legislative framework. 

6.   Depending on circumstances, a company may have public reporting obligations on top of those 
being examined here. Such legislation may have been developed at the EU5, national or regional 
level. Should you have views on the interplay of these additional reporting obligations with the 
policies examined in this consultation, please comment below and substantiate it with evidence or 
concrete examples. 

Reporting requirements are often aimed at different stakeholders, for example the NFI Directive 
covers a mixture of information with overlapping requirements: at high level discussing strategy, 
business model and ESG, but then also having very detailed ratios. It could be clearer if there was 
some indication which information is aimed at which stakeholders. The Core and More approach 
would have the ‘Core’ focused on information that investors want, and ‘More’ used for broader 
stakeholders, meeting compliance needs and also a deep dive for investors if required. For success in 
the Sustainable Finance initiative the reporting requirements should primarily be driven by the 
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needs of the investors who are also now being regulated to take sustainability factors into account, 
for example the fiduciary requirements on asset managers. 

EU Added value 

7. Do you think that, for each respective objective, the EU is the right level to design policies in order 
to obtain valuable results, compared to unilateral and non-coordinated action by each Member 
State? 

 1 2 3 4 5 Don't 
know 

Ensuring stakeholder protection       
Developing the internal market       
Promoting integrated EU capital markets       
Ensuring financial stability       
Promoting sustainability       

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5= 
totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Across the range of legislative objectives the EU is the right level to design policies for corporate 
reporting, rather than the previous national approaches. As the success of IFRS shows, where the EU 
takes a leadership role in the development of global standards it achieves more than individual 
countries could on their own. As in other policy areas, for instance financial regulation, the EU’s 
approach is most successful when policy making in new areas, although coordinated at EU level, also 
allows sufficient room for some national experimentation and innovation, for example the Reporting 
Lab experience in the UK to help companies and investors communicate better to each other. 

 

II. The financial reporting framework applicable to all EU companies 

Companies operating cross-border 

8.   In your view, to what extent do the addition of, and differences in, national reporting rules hinder 
the ability of companies to do cross border business within the EU single market? 

 Differences seriously hinder the ability to do business within the EU 

 Differences hinder to some extent 

 Differences do not hinder the ability to do business within the EU / are not significant 

 Don't know 

Please explain your response and substantiate it with evidence or concrete examples. 

The EC directives and the IFRS have facilitated modernisation and standardisation of accounting 
practices and financial reporting in the EU states and development of the European market. However, 
some barriers continue to hinder circulation of financial information among the member states, 
which we believe are due to several factors, including: 
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• The number of accounting options allowed by the Accounting Directive: specifically, the 
possibility for individual EU countries to introduce stricter accounting rules can lead to 
inconsistencies between the member states. For example, Italy introduced the measurement of 
loans and receivables, financial liabilities and securities at amortised cost for all those other than 
small entities. It also introduced the fair value measurement for derivatives and made 
preparation of a statement of cash flows mandatory, which engenders comparison difficulties 
both with the other European accounting systems (in addition all Italian entities are required to 
recognise finance leases using the balance sheet liability method) and inside Italy (between the 
small and medium to large entities); 

• Insufficient practical explanation of the general financial statements principles: the insufficiently 
precise rules about the classification of financial statement captions using the statement of 
financial position and income statement templates set out in the Accounting Directive: the 
models provided for by Directive 34 can be modified by the member states which means that the 
information is not fully comparable. In addition, they do not provide specific guidance about the 
presentation of the statement of cash flows;  

• Lack of specific and detailed guidance about how to prepare management reports: this makes the 
requirements about their content ineffective and means the information contained therein is not 
very comparable or understandable both in terms of sustainability and other aspects. 

As the ARC Committee discussed in 20171 further harmonisation of the Accounting Directive might be 
difficult to achieve. It may also lead to inconsistencies with the more specific requirements of current 
or future IFRS, so an option through EU-level legislation might be to allow for companies operating 
across border to choose to use IFRS for their consolidated and individual financial statements. This 
option should not be restricted to larger companies, as it would be useful for many smaller entities 
that belong to a group that is already using IFRS as the basis for preparing consolidated accounts. 

Also, when considering hindrances to cross-border business the EU should not limit its considerations 
purely to within-EU businesses, the ease of international businesses to invest and develop businesses 
within the EU should also be an important consideration. 

9.   To what extent to you think that the following differences, because they affect public reporting by 
companies, are significant impediments to cross-border establishment in the EU? 

 1 2 3 4 5 Don't 
know 

Areas covered by EU requirements       
Differences  and  lacunas  in  accounting  standards  or 
principles 

      

Differences in corporate governance standards       
Differences and overlaps arising from the presentation of the 
financial statements (balance sheet, etc.) 

      

Differences arising from publication rules / filing with business 
registers (publication deadlines, publication channels, 
specifications) 

 

 

 

 

 

 

 

 

 

 

 

 

Differences arising from audit requirements       
Differences arising from dividends distribution rules or capital 
maintenance rules 

      

                                                           
1 https://ec.europa.eu/info/sites/info/files/171120-arc-minutes_en.pdf 
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Areas not covered by EU requirements       
Differences arising from specific bookkeeping requirements 
such as charts of accounts, audit trail requirements, data 
storage and accessibility 

 

 

 

 

 

 

 

 

 

 

 

 

Differences arising from language requirements (Bookkeeping 
documentation, publication of financial statements) 

 

 

 

 

 

 

 

 

 

 

 

 

Differences arising  from  the  determination  of  taxable profit       

Differences arising from digital filing requirements (for instance 
taxonomies used) 

      

Differences arising from software specifications       
Other (please specify)…………..       

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5= 
totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

In addition to our answer to Q8, we believe the following are additional significant impediments to 
cross-border establishments in the EU: 

• different corporate tax basis leading to an additional layer of reporting standards in the 
various EU countries; 

• different company law considerations regarding corporate governance requirements, equity 
instruments and capital maintenance 

• differences in publication rules/filing with countries’ public register. 
 

10. How do you evaluate the impact of any hindrances to cross border business on costs relating to 
public reporting by companies? 

 The impact of hindrances on costs are negligible or not significant 

 The impact of hindrances on costs are somehow significant 

 The impact of hindrances on costs are very significant 

 Don't know 

Please explain your response and substantiate it with evidence or concrete examples. 

The above-mentioned hindrances are largely the result of national differences or options. System 
wide benefits of improved comparability and reduced complexity would outweigh the costs involved 
in more convergence between national approaches, which should be made in line with global 
standards. 

 

11. On top of differences in national accounting rules, national tax laws will usually require the 
submission of a tax return in compliance with self-standing national tax rules, adding another layer 
of reporting standard. 
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1 

 

2 

 

3 

 

4 

 

5 

Don' t 
know 

Once a Common Corporate Tax Base is adopted at the EU 
level, would you consider that the profit before tax reported 
in the Profit or Loss statement and the determination of the 
taxable profit should be further aligned across EU Member 
States? 

 

 

 

 

 

 

 

 

 

 

 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Political discussions on an EU common corporate tax base for larger companies (>€750m) are 
ongoing, and depending on outcome it is not clear that differences in the determination of taxable 
profit is a significant consideration of businesses operating across border. 

 

12. As regards the preparation of consolidated and individual financial statements how do you 
assess the ability of the following approaches to reduce barriers to doing business cross- borders? 

 

 1 2 3 4 5 Don't 
know 

The EU should reduce the variability of standards from one 
Member State to another through more converged national 
GAAPs, possibly by removing options currently available in the 
EU accounting legislation 

 

 

 

 

 

 

 

 

 

 

 

 

The EU should reduce the variability of standards from one 
Member State to another by converging national GAAPs on the 
basis of a European Conceptual Framework 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The EU should reduce the variability of standards from one 
Member State to another by converging national GAAPs and in 
addition by addressing current lacunas in the Accounting 
Directive (leases, deferred taxes, etc.) 

 

 

 

 

 

 

 

 

 

 

 

 

The EU should reduce the variability of standards from one 
Member State to another by establishing a "pan-EU GAAP" 
available to any company that belongs to a group. Such "pan-
EU GAAP" may be the IFRS, IFRS for SMEs, or another standard 
commonly agreed at the EU level. 

 

 

 

 

 

 

 

 

 

 

 

 

Do nothing (status quo)       
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Other (please specify) 

Broader use of IFRS 

      

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

We do not believe that introducing an EU GAAP is a practical option given the reasons for national 
differences.  Some greater convergence in national GAAPS might be possible, however efforts would 
be better directed at the broader adoption of IFRS, which for the majority of less complex smaller 
businesses would not necessarily be burdensome, specifically if IFRS for SME is considered. Or allow 
companies themselves to choose whether they use IFRS rather than it being a member state option. 

 

13. As regards the publication of individual financial statements, the Accounting Directive (Article 37) 
allows any  Member State  to exempt the  subsidiaries of  a group  from the publication of their 
individual financial statements if certain conditions are met (inter alia, the parent must declare that 
it guarantees the commitments of the subsidiary). Would you see a need for the extension of such 
exemption from a Member State option to an EU wide company option? 

 

 Yes 

 No 

 Don't know 

Please explain your response and substantiate it with evidence or concrete examples. 

Experience in Europe and beyond shows that exempting subsidiaries from publishing individual 
financial statements when certain conditions are met by the parents, can go some way to alleviating 
overall administrative burdens. However in certain instances, for example banks (see response to 
Q35) or other regulated sectors, the benefits of transparency combined with prudential/stakeholder 
considerations likely outweigh the benefits of reduced burden. 

SMEs 

14. Do you agree that the EU approach is striking the right balance between preparers' costs and 
users' needs, considering the following types of companies? 

 1 2 3 4 5 Don't 
know 

Medium-ized       

Small       

Micro       
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(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

We agree with the bottom up approach of the EU Accounting Directive which provides that the 
bigger the entity, the more the financial reporting requirements.  

We believe greater emphasis should be given to the information to be included in the management 
report of the smaller entities as well. 

 

15. EU laws usually define size categories of companies (micro, small, medium-sized or large) 
according to financial thresholds. Yet definitions may vary across EU pieces of legislation. For 
instance, the metrics of size-criteria for a micro-company in the Accounting Directive (for the 
financial statements) differ from those in the Commission Recommendation 2003/361/EC 
(Commission Recommendation of 6 May 2003 concerning the definition of  micro, small and 
medium-sized enterprises (for the support by certain EU business-support programmes). For 
instance, the turnover may not exceed €700,000 for micro-companies in the Directive whereas it 
may not exceed €2,000,000 in the Recommendation.) 

 

  

1 

 

2 

 

3 

 

4 

 

5 

Don 't 
know 

In general, should the EU strive to use a single definition 
and unified metrics to identify SMEs across all the EU 
policy areas? 

 

 

 

 

 

 

 

 

 

 

 

 

In particular, should the EU strive to align the SME 
definition metrics in the Accounting Directive with those 
in Recommendation 2003/361/EC? 

 

 

 

 

 

 

 

 

 

 

 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

To reduce overall complexity of requirements for SMEs alignment of the various definitions would be 
a good idea, but could not be based on absolute thresholds as will need to take into account the 
relative size of SMEs in the context of different economies. 

Relevance of the content of financial reporting 

16. How do you think that the current EU framework as regards the content of financial reporting is 
relevant (necessary and appropriate), having regards to the following information: 

 1 2 3 4 5 Don't 
know 

A company's or group's strategy, business model, value  
creation  

 

 

 

 

 

 

 

 

 

 

 

 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ%3AL%3A2003%3A124%3A0036%3A0041%3Aen%3APDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ%3AL%3A2003%3A124%3A0036%3A0041%3Aen%3APDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ%3AL%3A2003%3A124%3A0036%3A0041%3Aen%3APDF
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A company's or group's intangible assets, including goodwill, 
irrespective of whether these appear on the balance sheet 
or not 

 

 

 

 

 

 

 

 

 

 

 

 

A company's or group's policies and risks on dividends , 
including amounts available for distribution 

 

 

 

 

 

 

 

 

 

 

 

 

A company's or group's cash flows        

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please  explain,  including  if  in  your  view  additional  financial  information  should  be provided: 

A better understanding of the strategy, business model and value creation of a company would help 
give users context to more detailed information. Likewise cash flows is an important piece of 
information currently missing from non-IFRS financial statements. 

17. Is  there  any  other  information  that  you  would  find  useful  but  which  is  not  currently 
published by companies? 

 Yes 

 No 

 Don't know 

If you answered yes, please explain what additional information you would find useful: 

Introduction of clearer and more specific rules about the preparation of the management report 
could generate significant improvements. 

 

Financial statements often contain alternative performance measures such as the EBITDA. 

 1 2 3 4 5 Don't 
know 

18. Do you think that the EU framework should define and 
require the disclosure  of  the  most  commonly  used 
alternative performance measures? 

      

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Work is already underway by market regulators, including ESMA, and other international 
organisations such as IOSCO. APMs continue to evolve and it would be a good idea if the EU 
Framework indicated the principles guiding which measures to be included in the financial reporting 
in specific circumstances. It should also define the criteria used to calculate the most common of 
them (e.g. EBITDA) and the related disclosure requirements. 

III. The EU financial reporting framework for listed companies 
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19. Given the different levels of commitment to require IFRS as issued by the IASB around the globe, 
is it still appropriate that the IAS Regulation prevents the Commission from modifying the content of 
IFRS? 

 Yes 

 No, due to the risk of uneven level playing field for EU companies vis-à-vis companies 
established in third countries that do not require the use of IFRS as issued by the IASB. 

 No, due to the risk that specific EU needs may not properly be addressed during the IASB 
standard setting process. 

 No, due to other reasons. 

 Don't know 

If you answered "No, due to other reasons ", please specify. 

See response added to Q67 

20. Since the adoption of IFRS by the EU in 2005, topics such as sustainability and long-term 
investment have come to the forefront of the regulatory agenda. Is the EU endorsement process 
appropriate to ensure that IFRS do not pose an obstacle to broader EU policy objectives such as 
sustainability and long-term investments? 

 Yes 

 No 

 Don't know 

If you answered "No", please explain your position: 

See response added to Q67 

21. How could the EU ensure that IFRS do not pose an obstacle to sustainability and long-term 
investments: 

 By   retaining   the   power   to   modify   the   IFRS   standards   in   well-defined 
circumstances; 

 By making explicit in the EU regulatory framework that in order to endorse IFRS that are 
conducive to the European public good, sustainability and long term investment must be 
considered; 

 Other, please specify 

 Don't know 

Although we agree that factors such as whether IFRSs are conducive to the public good, 
sustainability and long-term investment are important factors to consider in the endorsement 
process, we believe that any ‘carve outs’ from IFRSs should be subject to a very high hurdle.   We 
also support that the endorsement process give further consideration of sustainability, and possibly 
other factors as they arise, as they become relevant in the future, and consider how broader 
corporate reporting requirements could be adapted to consider such factors.  Critics of fair value 
accounting claim it leads to short-termism from investors, however we have not observed that this is 
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the case and further no alternative is proposed that gives the same level of transparency and 
comparability. Helping companies to communicate better the metrics that contribute to long-term 
value creation, for example through extended corporate reporting, would be a better way to help 
investors focus more capital on the long term. 

22. The True and Fair view principle should be understood in the light of the general accounting 
principles set out in the Accounting Directive18. By requiring that, in order to be endorsed, any IFRS 
should not to be contrary to the true and fair view principle, a link has been established between 
IFRS and the Accounting Directive. However, the principle of true and fair view is not laid down in 
great detail in the Accounting Directive, nor is it underpinned by e.g. a European Conceptual 
Framework that would translate these principles into more concrete accounting concepts such as 
recognition and measurement, measurement of performance, prudence, etc. Do you think that an 
EU conceptual framework should underpin the IFRS endorsement process? 

 Yes 

 No 

 Don't know 

If you answered "No", please explain your position: 

The focus should be on supporting global standards so an EU conceptual framework would be 
unnecessary. Please also refer to our responses to Questions 19-21. 

23. The EU has not endorsed the IASB Conceptual Framework for Financial Reporting. The 
conceptual framework is a set of concepts used to develop IFRSs but can also be helpful in 
interpreting how IFRS standards have to be understood and applied in specific circumstances. This 
could enhance a common application of IFRSs within the EU. 

Should the EU endorse the IASB Conceptual 
Framework for Financial Reporting? 

1 

 

2 

 

3 

 

4 

 

5 

 

Don't know 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Use of the IASB Conceptual Framework could be actively considered as would reinforce the EU’s 
commitment to global approaches, and also help to ensure greater consistency in the EU where 
currently there are differences between the Accounting Directive principles and IFRS. However as 
the current approach has been successful is there a need to change? 

 

24. Contrary to the Accounting Directives the EU endorsed IFRSs do not require companies to 
present financial information using a prescribed (minimum) lay-out for the balance sheet and 
income statement. Mandatory use of minimum layouts could enhance comparability of human 
readable financial statements. 

Do you agree with the following statement? 
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Prescribed (minimum) layouts enhance 
comparability of financial statements for users and 
should therefore be introduced for companies 
using IFRS. 

 

1 

 

 

2 

 

 

3 

 

 

4 

 

 

5 

 

Don't know 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

IFRS through IAS1 do already have requirements in layout. The IASB Disclosure Initiative work on 
primary financial statements would be the right place to discuss any additional prescribed minimum 
layouts, rather than EU imposing a different approach on international companies thereby creating 
an unnecessary burden. There is also much to be said for the innovation and best practice which 
develops over time and as needs of the users of financial statements evolve, by not prescribing 
through regulation minimum layouts, especially on globally active businesses. 

Transparency Directive 

25. Do you agree that the Transparency Directive requirements are effective in meeting the 
following objectives, notably in light of increased integration of EU securities markets? 

 

Objectives 1 2 3 4 5 Don't 
know 

Protect investors       
Contribute to integrated EU capital markets       
Facilitate cross border investments       

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

The Transparency Directive was introduced as part of a package with a number of other directives 
including the Prospectus, Market Abuse, IAS directive, Modernisation, so looking at it in isolation and 
making changes in isolation would not be helpful. Overall the Transparency Directive has been 
helpful at increasing communication with investors. 

26. Do  you  agree  that  abolishing  the  quarterly  reporting  requirement  in  2013  by  issuers 
contributed to the following? 

 1 2 3 4 5 Don't 
know 

Reducing administrative burden, notably for SMEs       

Promoting long-term investment (i.e. discouraging 
the culture of short-termism on financial markets). 

 

 

 

 

 

 

 

 

 

 

 

 

Promoting long-term and sustainable value 
creation and corporate strategies 
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Maintaining an adequate level of transparency in 
the market and investors' protection 

 

 

 

 

 

 

 

 

 

 

 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Although the requirement was abolished, most large listed companies do prepare and publish their 
quarterly earnings and principal financial measurements. A requirement for auditor review should 
be considered when companies voluntarily opt for quarterly reporting. 

27. Do you consider that the notifications of major holdings of voting rights in their current form is 
effective in achieving the following? 

 1 2 3 4 5 Don't 
know 

Strengthening investor protection       
Preventing possible market abuse situations       

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Providing more information on voting rights is likely to be helpful for investor protection and 
preventing possible market abuse situations. 

 

IV. The EU financial reporting framework for banks and insurance companies 

Bank Accounts Directive (BAD) 

31. Do you agree with the following statements: 

The BAD is still sufficiently effective to meet the 
objective of comparability 

1 

 

2 

 

3 

 

4 

 

5 

 

Don't know 

 

The BAD is still sufficiently relevant (necessary and 
appropriate) to meet the objective of 
comparability 

1 

 

2 

 

3 

 

4 

 

5 

 

Don't know 

 

The costs associated with the BAD are still 
proportionate to the benefits it has generated 

1 

 

2 

 

3 

 

4 

 

5 

 

Don't know 

 

The  current  EU  legislative  public  reporting 
framework for banks is sufficiently coherent 

1 

 

2 

 

3 

 

4 

 

5 

 

Don't know 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5= 
totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 



EU Fitness check on corporate reporting – KPMG response   FINAL AS SUBMITTED 

 

15 

The use and relevance of BAD varies between member states, with some requiring banks of all sizes 
to use IFRS while others use BAD for smaller banks and credit institutions. There may be some merit 
in maintaining BAD (but updated to reduce options and to get closer to IFRS), in order to 
accommodate those smaller banks in areas where compliance with full IFRS disclosure would be 
costly. 

32. Do you agree with the following statement: 

The BAD could be suppressed and replaced by a 
requirement for all EU banks to use IFRS 

1 

 

2 

 

3 

 

4 

 

5 

 

Don't know 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or examples. 

As per answer to Question 31 some member states allow use of BAD only in the smallest banks and 
credit intuitions, ideally the direction of travel would be towards all adopting IFRS rather than 
attempting to update BAD consistently across member states.  

33. Do you think that the objective of comparability of financial statements of banks using national 
GAAP could be improved by including accounting treatments in the BAD for: 

 

• Expected Credit risk provisioning 

• Leases 

 Yes 

 Yes 

 No 

 No 

• Intangible assets  Yes  No 

• Derivatives 

• Other, please specify: 

 Yes  No 

Please explain your response and substantiate it with evidence or examples. 

We support the use of IFRS principles, including where relevant IFRS for SMEs, in these areas rather 
than the BAD creating differences which would limit comparability.  

34. Do you agree with the following statement: 

The current number of options in the BAD may 
hamper the comparability of financial statements 
and prudential ratios 

1 

 

2 

 

3 

 

4 

 

5 

 

Don't know 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5= 
totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

 

35. Do you agree with the following statements: 
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Mandatory use of national GAAPs for the 
preparation of individual financial statements of 
bank subsidiaries reduces the efficiency of 
preparing consolidated financial statements 

1 

 

2 

 

3 

 

4 

 

5 

 

Don't know 

 

Allowing the use of IFRS for the preparation of 
individual financial statements by (cross border) 
banking subsidiaries, subject to consolidated 
supervision, would increase efficiency 

 

1 

 

 

2 

 

 

3 

 

 

4 

 

 

5 

 

 

Don't know 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Please see our response to Question 8. Where possible reducing differences and increasing 
comparability would bring system-wide benefits above the costs involved. 

 

36. Do you agree with the following statement: 

Cross border bank subsidiaries of an EU parent 
should be allowed not to publish individual 
financial statements subject to (1) being included 
in the consolidated financial statements of the 
group, (2) consolidated supervision and (3) the 
parent guaranteeing all liabilities and 
commitments of the cross border subsidiary? 

 

1 

 

 

2 

 

 

3 

 

 

4 

 

 

5 

 

 

Don't know 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5= 
totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

As a means of transparency banks, including cross-border subsidiaries should publish individual 
financial statements.  See also our response to Question 8. 

Insurance Accounting Directive (IAD) 

37. Do you agree with the following statements: 

 

  

1 

 

2 

 

3 

 

4 

 

5 

Don 't 
kno w 

The Insurance Accounting Directive meets the 
objective of comparable financial statements within 
the European insurance industry (the Insurance 
Accounting Directive is effective) 
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The Insurance Accounting Directive is still sufficiently 
relevant (necessary and appropriate) to meet the 
objective of comparable financial statements 

 

 

 

 

 

 

 

 

 

 

 

 

The costs associated with the Insurance Accounting 
Directive are still proportionate to the benefits it has 
generated (the Insurance Accounting Directive is 
efficient) 

 

 

 

 

 

 

 

 

 

 

 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

The national options in the IAD allowed it to be relevant to the different capital maintenance and 
fiscal systems in place across member states, which have a particular significance to the insurance 
sector. Comparability is limited in absolute terms by allowing for different accounting approaches 
both for investments and technical provisions. However this is owed to and justified by the fact that 
financial statements have different objectives and material consequences in different jurisdictions in 
the EU, e.g. taxation and determining distributable profits, both to shareholders and policyholders. 
This needs to be taken into account, when considering changes of the IAD for further harmonization. 
In addition it should be noted, that those insurers that are internationally active are in many 
instances listed and are therefore required to apply IFRS, and that with Solvency II policyholders 
receive certain financial information already on a harmonized basis. 

38. Do you agree with the following statements? 

  

1 

 

2 

 

3 

 

4 

 

5 

Don 't 
kno w 

There are contradicting requirements between the 
IAD and IFRS17 which prevent Member States from 
electing IFRS17 for statutory and consolidated 
accounts 

 

 

 

 

 

 

 

 

 

 

 

 

The Insurance Accounting Directive should be 
harmonized with the Solvency II Framework 

 

 

 

 

 

 

 

 

 

 

 

 

The  Insurance  Accounting  Directive  should be 
harmonized with the IFRS 17 Standard 

      

Preparers should be allowed to elect for a 
European-wide option to apply Solvency II 
valuation principles in their  financial statements 

 

 

 

 

 

 

 

 

 

 

 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or examples. 

There are differences between the objectives of IAD, Solvency II and IFRS which give rise to 
contradictions – IAD determines the distributable profits to shareholders and as well to 
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policyholders in participating insurance. It allows the measurement of investments of insurers at 
historical cost and only allows to discount claim provisions if settled over 4 years. 

IAD shouldn’t be harmonised with Solvency II as they have different purposes: Solvency II is for 
prudential regulatory supervision. 

Harmonisation of the IAD with IFRS 17 should be considered once the latter is endorsed in the EU. 

We would like to note, that currently all insurers are treated as PIEs. This is because insurers engage 
in financial relationship with a very large number of clients that become creditors, namely 
policyholders. The protection of policyholders is already the purpose of Solvency II, which includes 
extensive disclosure requirements under its third pillar. Any extension of requirements for PIEs 
should be carefully considered before being made applicable to all insurers, taking into account 
prudential regulation already in place. 

39. Do you think that the current prudential public disclosure requirements and general public 
disclosure requirements applicable to insurance and reinsurance undertakings are consistent with 
each other? 

  

1 

 

2 

 

3 

 

4 

 

5 

Don 't 
kno w 

For European insurance and reinsurance 
companies under the scope of the mandatory 
application of IFRS according to the IAS regulation 

 

 

 

 

 

 

 

 

 

 

 

 

For European insurance and reinsurance 
companies required to apply IFRS according to 
Member States options 

 

 

 

 

 

 

 

 

 

 

 

 

For European insurance and reinsurance 
companies not required to apply the IFRS 
Standards 

 

 

 

 

 

 

 

 

 

 

 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or examples. 

For European insurance and reinsurance companies, general public disclosure requirements are for 
different purposes than prudential disclosures, but doesn’t mean they are inconsistent. However 
where possible any duplications should be eliminated as far as possible. 

 

V. Non-financial reporting framework 

Non-Financial Reporting Directive 

40. The impact assessment for the NFI Directive identified the quality and quantity of non- financial 
information disclosed by companies as relevant issues, and pointed at the insufficient diversity of 
boards leading to insufficient challenging of senior management decisions. Do you think that these 
issues are still relevant? 
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 1 2 3 4 5 Don't 
know 

The quality and quantity of non-financial information 
disclosed by companies remain relevant issues. 

 

 

 

 

 

 

 

 

 

 

 

 

The diversity of boards, and boards' willingness and 
ability to challenge to senior management decisions, 
remain relevant issues. 

 

 

 

 

 

 

 

 

 

 

 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5= 
totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Investor-relevant non-financial information is critical both to achieve the effective allocation of 
capital taking account of companies’ long term prospects, and to support the exercise of effective 
investor stewardship over those prospects.   

Investors need to take account of a broad range of factors in assessing the sustainability of a 
business’s returns.  These must be relevant to the specific circumstances of the business.  As the CFA 
Institute note in their survey of the Usefulness of Key Performance Indicators and Other Information 
Reported Outside Financial Statements: Enhancing ESG information is necessary but should not be the 
exclusive focus of efforts to enhance information reported outside the primary financial 
statements…..The observed ranking of investors’ application of different sections of MD&A/narrative 
reporting suggests that any initiative aimed at enhancing the reporting of narrative/nonfinancial 
information should not be disproportionately focused on just ESG/sustainability information 

41. Do you think that the NFI Directive's disclosure framework is effective in achieving the following 
objectives? 

 1 2 3 4 5 Don't 
know 

Enhancing companies' performance through better assessment and 
greater integration of non-financial risks and opportunities into 
their business strategies and operations. 

 

 

 

 

 

 

 

 

 

 

 

 

Enhancing  companies'  accountability,  for  example  with respect  
to  the  social  and  environmental  impact  of  their operations. 

      

Enhancing the efficiency of capital markets by helping investors 
to integrate material non-financial information into their 
investment decisions. 

 

 

 

 

 

 

 

 

 

 

 

 

Increasing diversity on companies' boards and countering 
insufficient challenge to senior management decisions 

 

 

 

 

 

 

 

 

 

 

 

 

Improving the gender balance of company boards       

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 = 
totally agree) 

https://www.cfainstitute.org/Survey/KPIs_survey.pdf
https://www.cfainstitute.org/Survey/KPIs_survey.pdf
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Please explain your response and substantiate it with evidence or concrete examples. 

The non-financial reporting directive provides a good basis for companies to report on matters that 
are most relevant to their long term prospects, providing that companies approach it from the 
perspective of those matters.  However, the de-minimis requirements encourage companies to 
approach the NFI Directive narrowly, as a checklist, rather than looking at the broad range of factors 
relevant to their long term prospects.   

The range of non-financial information relevant to most companies’ sustainable prospects will be 
significantly wider than the de minimis areas in the NFI Directive – e.g. non-financial information on 
customer retention rates will be relevant for many companies; non-financial information on the 
development and retention of corporate know-how and intellectual property creation will be relevant 
for many others.  Subject-matter specific approaches to guidance risk over-emphasising some aspects 
of non-financial information whilst under-emphasising others, creating vague or boilerplate non-
financial disclosures that are of limited value to investors in making long term capital allocation 
decisions or in assessing management’s stewardship of long term value.   

KPMG’s Room for Improvement research highlighted a number of common areas where corporate 
reporting needs to do more to support assessments of companies’ sustainable performance.  
Notably: Emphasis on short term aspects of business strategy; incomplete business model 
descriptions with limited discussion of key business-critical resources; unfocused KPI reporting.  In our 
view the NFI Directive has the potential to address these areas if applied rigorously with a focus on 
value-relevant information.  However, we do not think that companies are implementing it with this 
degree of focus.  

 

42. Do you think that the NFI Directive's current disclosure framework is effective in providing non-
financial information that is: 

  

1 

 

2 

 

3 

 

4 

 

5 

Don't 
know 

Material       
Balanced       
Accurate       
Timely       
Comparable between companies       
Comparable over time       

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 = 
totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

The NFI Directive does not in itself address the issues of materiality, balance, accuracy, comparability, 
and consistency, but it creates the need for information that possess these characteristics. 

As noted in Q47, we do not think that the Commission’s guidance addresses these characteristics 
effectively.  We highlight that the IASB’s conceptual framework provides a rigorous basis for 
addressing the essential characteristics of non-financial information.   

https://assets.kpmg.com/content/dam/kpmg/pdf/2016/04/room-for-improvement-survey-of-business-reporting.pdf
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The IASB’s Management Commentary project represents the best prospect of integrating 
fundamental concepts of materiality, balance, accuracy, and comparability with innovations from 
Europe, other countries, and Integrated Reporting that supports assessments of long term business 
sustainability.  We encourage the Commission to work through EFRAG to engage with the IASB’s 
management commentary project.  EU businesses face global competition for capital therefore a 
global solution is needed. 

43. Do you agree with the following statement? 

The current EU non-financial reporting framework 
is sufficiently coherent (consistent across the 
different EU and national requirements)? 

 

1 

 

 

2 

 

 

3 

 

 

4 

 

 

5 

 

Don't know 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5= 
totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

We do not think that the NFI Directive itself represents the issue, rather preparers need rigorous, 
principles-based guidance to help them meet its requirements.  In our view this needs to be 
addressed at a global level.  The development of non-financial reporting has to date been extremely 
fragmented.  The ultimate goal should be that EU companies can file internationally recognised non-
financial information to access global capital markets in the same way that they can currently do with 
financial information – for example in the US.  We believe the approach described in our response to 
Q42 represents the best prospect of achieving this. 

44. Do you agree with the following statement? 

  

1 

 

2 

 

3 

 

4 

 

5 

Don' t 
kno w 

The costs of disclosure under the NFI Directive disclosure 
framework are proportionate to the benefits it generates 

 

 

 

 

 

 

 

 

 

 

 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 = 
totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Where the NFI Directive is applied in a manner that aligns with the strategic priorities of the business, 
we expect that the information reported should in general align with management’s own information 
needs.  Therefore, in our view the costs of the NFI Directive should be proportionate to the benefits if 
implemented in this way. 

Our response to Q41 indicates that this is often not the case, though.  We further add that the 
provision of information that is not aligned with an entity’s strategic priorities can create the illusion 
of value relevant information that potentially undermines investor decision making.  In this regard, 
we draw the Commission’s attention to research from Oxford University that concludes that 
‘reporting fatigue, a lack of convergence and the (sometimes) poor quality and transparency have 
made the [sustainability indexing] industry more vice than virtue in the adoption of Responsible 
Investment’ 

https://boardagenda.com/2017/11/15/esg-measures-reporting-fatigue/
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45. Do you agree with the following statement? 

  

1 

 

2 

 

3 

 

4 

 

5 

Don' t 
kno w 

The scope of application of the NFI Directive (i.e. limited to 
large public interest entities23) is appropriate 

 

 

 

 

 

 

 

 

 

 

 

 

(1= Far too narrow, 2= Too narrow, 3= about right, 4= too broad, 5 = way too broad) 

Please explain your response and substantiate it with evidence or concrete examples. 

The most urgent need is to enhance the investor-relevance of non-financial information in listed 
company annual reports.  However, we also recognise the value of non-financial information to other 
stakeholders that interact with a broader range of entities.  The nature of information required and 
the cost / benefit considerations will generally be different for these two objectives.  We believe 
reporting by entities other than PIEs should be considered in this wider context, rather than as a 
simple extension of the non-financial reporting directive’s scope. 

 

46. It has been argued that the NFI Directive could indirectly increase the reporting burden for SMEs, 
as a result of larger companies requiring additional non-financial information from their suppliers. 

 

  

1 

 

2 

 

3 

 

4 

 

5 

Don' t 
kno w 

Do you agree that SMEs are required to collect and report 
substantially more data to larger companies as a result of 
the NFI directive? 

 

 

 

 

 

 

 

 

 

 

 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5= 
totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Any undue burden on SME suppliers is in the main attributable to the issues highlighted in Q41 over 
‘checklist approaches’ to the NFI Directive, rather than the NFI Directive itself.  

47. Do you agree with the following statement? 

  

1 

 

2 

 

3 

 

4 

 

5 

Don' t 
know 



EU Fitness check on corporate reporting – KPMG response   FINAL AS SUBMITTED 

 

23 

The non-binding Guidelines on Non- Financial Reporting 
issued by the Commission in 2017 help to improve the 
quality of disclosure 

 

 

 

 

 

 

 

 

 

 

 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 = 
totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Based on our experience for non-financial statements for FY 2017, the role of the guidelines was 
limited, in part due to their late release. Where companies did use the guidelines they found them to 
not be specific enough. 

Emphasis on thematic areas in the guidance encourages a checklist approach to meeting the de-
minimis requirements of the NFI Directive.  We think it is essential that companies focus on the full 
range of factors affecting the sustainable prospects of their business.   

Although the guidance includes or references concepts from principles-based frameworks that could 
help preparers present a more complete view of their sustainable performance, these have the feel 
of a series of ad hoc suggestions rather than a structured approach to developing the content of a 
report.  We refer the Commission to the DRSC’s GAS20, the FRC’s Guidance on the Strategic Report, 
and the IIRC’s Integrated Reporting Frameworks as examples of frameworks that provide a more 
structured approach.   

The IASB’s update to its Management Commentary Practice Statement will look to incorporate 
relevant developments from Integrated Reporting and other national reporting frameworks into a 
coherent package.  In our view this has the best potential to consolidate non-financial reporting 
innovations that support sustainable finance objectives, and would be preferable to the Commission 
rewriting its guidance.  We encourage the Commission to work through EFRAG with the IASB to 
produce one internationally recognised approach to non-financial reporting that aligns with the broad 
requirements of the NFI Directive. 

 

48. The Commission action plan on financing sustainable growth includes an action to revise the 2017 
Guidelines on Non-Financial Reporting to provide further guidance to companies on the disclosure of 
climate related information, building on the FSB TCFD recommendations. The action plan also states 
that the guidelines will be further amended regarding disclosures on other sustainability factors. 
Which other sustainability factors should be considered for amended guidance as a priority? 

 1 2 3 4 5 Don't 
know 

Environment   (in   addition   to   climate   change   already included 
in the Action Plan) 

      

Social and Employee matters       
Respect for human rights       
Anti-corruption and bribery       

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 = 
totally agree) 

We do not believe subject matter specific guidance should be the Commission’s priority as the bigger 
issue lies with the breadth and relevance of information companies are reporting.  The danger is that 
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companies fall behind checklists of only partially relevant disclosures that do not address their 
specific circumstances.  Therefore we think it essential that the principles based approach of the NFI 
Directive is maintained, and any guidance produced by the Commission should reflect this.   

However, we do see a role for market-based initiatives that enable companies to select measures 
that are relevant to their unique circumstances.  Such an approach would support comparability 
where it is achievable without creating the illusion of comparability and relevance where it is not. 

We have found that companies without the obvious supply chain or sector exposures were uncertain 
what to report on ‘human rights’ and ‘social’ matters. 

 

50. How would you assess, overall, the impact of the NFI Directive disclosure framework on the 
competitiveness of the reporting EU companies compared to companies in other countries and 
regions of the world? 

 Very positive impact on competitiveness 

 Somewhat positive impact on competitiveness 

 No significant impact on competitiveness 

 Somewhat negative impact on competitiveness 

 Very negative impact on competitiveness 

 Don’t know 

Please explain your response and substantiate it with evidence or concrete examples. 

In our view effective application of the NFI Directive has the potential to enhance EU companies’ 
access to capital, and should align with companies’ own efforts to enhance their competitiveness by 
better understanding their business and non-financial factors.  However, we do not believe this is 
being widely achieved yet. 

 

Integrated reporting 

In addition to a demand to broaden the range of information to be included in corporate reports, 
there is an ongoing debate on whether and how to integrate financial, non- financial, and other 
related reports in a meaningful way. 

54. Do you agree that integrated reporting can deliver the following benefits? 

 1 2 3 4 5 Don’t 
know 

More efficient allocation of capital, through improved 
quality of information to capital providers 

 

 

 

 

 

 

 

 

 

 

 

 

Improved decision-making and better risk management in 
companies as a result of integrated thinking and better 
understanding of the value-creation process 
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Costs savings for preparers       

Cost savings for users       

Other, please specify…………….       

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

Reports that apply key Integrated Reporting concepts effectively provide highly relevant insight into 
the long term strategy of a business, its progress in implementing that strategy, and the potential 
implications for its future performance.  In our view, this information is essential to support efficient 
capital market decision making. 

Whilst the IIRC’s own implementation review shows that there is (understandably, given the age of 
the framework) still work to be done in supporting the efficient implementation of the framework, 
we think that the concepts in the framework are a good basis from which to build, particularly when 
combined with the implementation experience of national standard setters and regulators.  Our 
response to Q47 sets out what we believe to be the best prospect of achieving this. 

55. Do you agree with the following statement? 

  

1 

 

2 

 

3 

 

4 

 

5 

Don' t 
kno w 

A move towards more integrated reporting in the EU should 
be encouraged 

 

 

 

 

 

 

 

 

 

 

 

 

The costs of a more integrated reporting would be 
proportionate to the benefits it generates (would be 
efficient) 

 

 

 

 

 

 

 

 

 

 

 

 

(1= totally disagree, 2= mostly disagree, 3= partially disagree and partially agree, 4= mostly agree, 5 
= totally agree) 

Please explain your response and substantiate it with evidence or concrete examples. 

We agree that the application of integrated reporting concepts should be encouraged.   

Because integrated reports are built around the long term strategy of the business, they should align 
well with the internal information used to run the business.   Therefore, in general, we do not think 
that applying integrated reporting concepts should represent a significant cost burden. 

56. Is the existing EU framework on public reporting by companies an obstacle to allowing 
companies to move freely towards more integrated reporting? 

 Yes 

 No 

 Don't know 
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If you answered "Yes", please clarify your response and substantiate it with evidence or concrete 
examples. 

Please explain your response and substantiate it with evidence or concrete examples. 

We think Integrated Reporting is highly compatible with the NFI Directive.  Indeed, in our view the 
Integrated Reporting framework provides a strong basis for meeting the requirements of the NFI 
Directive.  We highlight the strong similarity between the NFI Directive and the UK strategic report 
requirements and share the Financial Reporting Council’s view that ‘The principles in a UK strategic 
report are consistent with an integrated report’.   

Other comments 

67. Do you have any other comments or suggestions? 

Q19 additional comments 

We do not support any modifications or ‘carve ins’ of the content of IFRS. This could open the flood 
gates to other jurisdictions modifying standards, damaging global investment flows and hinder the 
role capital markets can play both in Europe and beyond. Europe has the strong leadership position 
in international accounting standards because it does not modify IFRS, this would be considerably 
weakened by a change in approach. Those jurisdictions which do not fully implemented IFRS tend to 
have much less influence over standard setting, and so do not have the same degree of input into 
the development of new standards. As well, we would strongly prefer not using “carve outs” in 
order to maintain global consistency and for Europe to retain its influential leadership position in 
International standard setting. Global investors support global standards as they help provide better 
consistency and comparability, and European companies are fully committed to IFRS and the 
benefits it gives them accessing capital for growth and expansion. As an example of impact of 
European leadership the Chinese Ministry of Finance has made strong and clear commitments on 
the importance of global standards in its journey on accounting reform2. Ongoing European 
commitment is critical and has global implications. The IASB is open to the views of its constituents, 
so we encourage further dialogue between the European Commission and the IASB on how best to 
address the areas of concern that are giving rise to the questions around EU endorsement of IFRS. 

Q20 additional comments 

Since the reforms implemented following the Maystadt review in 2013 rather than a more technical 
evaluation the EU endorsement of IFRS places far greater weight to public good considerations, 
including sustainability and other long-term aspects as relevant. The IASB also now gives more 
attention to the public good considerations in new standards, in part because of the EU’s process, 
demonstrating the significant influence the EU has on the IASB’s approach. 

 

                                                           
2 https://www.icas.com/technical-resources/chinese-accounting-reform 

https://www.frc.org.uk/News-and-Events/FRC-Press/Press/2015/May/Speech-by-Stephen-Haddrill-at-IIRC-event-27-May.aspx
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