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Dear Board Members and Staff,

The Public Oversight Authority of Turkey (POA) appreciates the opportunity to comment
on the IASB’s December 2019 Exposure Draft: General Presentation and Disclosures
(Primary Financial Statements). The POA sets and issues accounting, auditing and
related professional practice standards to strengthen the reliability of financial statements
and audits of the financial statements for investors and other related parties in Turkey.

The POA issues Turkey Financial Reporting Standards in fully compliance with the IFRSs.

We support and appreciate IASB’s valuable efforts to improve how information about
entities’ performance and financial position is presented in financial statements. We
believe that these efforts will enhance its goal, improving quality and comparability of

financial statements.

We are pleased to contribute due process of IASB with our comments on Exposure Draft
(ED). We aimed to compose our comments in which all our stakeholders are involved. In
order to do that we requested stakeholders’ comments on ED and summarize them on
our comment letter. Accordingly, the comments of our main stakeholders, Capital Market
Board of Turkey (CMB), Banking Regulation and Supervision Agency (BRSA), The Bank
Association of Turkey, Insurance Association of Turkey, users of financial statements,

audit firms and academicians, are included in our comment letter.

The attached appendix details our and stakeholders’ responses to the questions in the
ED.

If you would like to discuss our comments further, please do not hesitate to contact Ela

Kaya at ela.kaya@kgk.gov.tr or Ali Utku Doganoglu at utku.doganoglu@kgk.gov.tr .

Yours sincerely,

Riza Celen

Chairman




Appendix - POA’s Comments to the Proposals Made in the ED

Structure of the Statement of Profit or Loss

Question 1 - Operating Profit or Loss

Paragraph 60(a) of the ED proposes that all entities present in the statement of profit or
loss a subtotal for operating profit or loss.

Paragraph BC53 of the Basis for Conclusions describes the Board’s reasons for this
proposal.

Do you agree with the proposal? Why or why not? If not, what alternative approach
would you suggest and why?

POA’s Comments:

We support the proposal that all entities present in the statement of profit or loss
separately a subtotal for operating profit or loss in accordance with paragraph 60(a) of
the ED.

As it was stated in the Conceptual Framework for Financial Reporting, users of financial
statements need financial statements in order to be able to assess the amount, timing
and uncertainty of future cash flows of the entity and management’s stewardship of the
entity’s economic resources. In this respect, it is thought that the users of financial
statements attach more significance to profit or loss arising from the main business
activities of entities, while making projections as to the entity’s future performance. Main
business activities are the main operations of the entity, and the income or expenses
from these operations have a continuity and therefore provide data that the users can
use in analyzing the performance trend of the entity.

Furthermore, presenting the operating profit or loss as a separate subtotal will ensure
presenting the income arising and the expenses incurred as a result of the main
operations of all entities, increasing comparability among entities.

Therefore, we believe that it would be appropriate if entities presented a subtotal for
operating profit or loss in the statement of profit or loss since it would be useful for the
assessment of entities’ future performance and contribute to the understandability of
the statement of profit or loss.

Stakeholders’ Comments:

All of our stakeholders support the proposal in the ED that all entities present in the
statement of profit or loss a subtotal for operating profit or loss, stating that users of




financial statements attach greater importance to the profit or loss arising from the main
business activities when predicting the future cash flows and performance of the entity.

Some of our stakeholders highlight that it is important to disclose in the notes details of
income and expenses that compose operating profit or loss (especially disclosing
operating expenses according to nature of expenses method, breaking down of
amortization and depreciation expenses to functions of the entities and elements of cost
of sales).They also note that incidental incomes in operating category should be
included in an item other than revenue.

Question 2 - The Operating Category

Paragraph 46 of the ED proposes that entities classify in the operating category all
income and expenses not classified in the other categories, such as the investing
category or the financing category.

Paragraphs BC54-BC57 of the Basis for Conclusions describe the Board’s reasons for
this proposal.

Do you agree with this proposal? Why or why not? If not, what alternative approach
would you suggest and why?

POA’s Comments:

In paragraph 46 of the ED, it is stated that the operating category includes information
about income and expenses from an entity’s main business activities. However, an
exact definition or guidance on the notion “an entity’s main business activities” is not
provided. As far as entities with more than one main business activity (holdings in
particular) are concerned, this will lead entities use of judgement in determining the
income and expenses from main business activities, which will make it harder to ensure
the relevance and comparability aimed by the ED.

Thus, considering the significance of the operating category, we believe that it would be
beneficial if IASB made a clear definition or gave guidance on the notion “an entity’s
main business activities”.

Stakeholders’ Comments:

Our stakeholders agree with our comments on operating category. Accordingly, most of
them claim that this new standard should clearly identify main business activity that
determines income and expenses to be included in operating category. Therefore, they
demand either that operating category should be an identified category rather than a




default or residual category or investing and financing categories should be dealt with
more clearly and detailed.

Moreover, stakeholders generally recommend IASB to provide more comprehensive
guidance on determining the main operating activity especially for companies with more
than one main operating activity, such as holding companies.

Our insurance companies stakeholder group, demands the operating category to be
dealt with in a way that includes the details of the income and expenses arising from
the activities of the insurance companies and harmonized with IFRS 17 Insurance
Contracts.

The preparers stakeholder group, notes that a clarification of the classification of income
and expenses arising from impairment under IFRS 9 will be beneficial. In addition,
considering that the operating category includes unusual income and expenses as
specified in paragraph BC56 of the Basis for Conclusions, it is recommended to have
an explanatory requirement on how to classify expenses incurred in extraordinary
situations such as in the COVID19 period.

In addition, one of our stakeholders, who is an academician, notes that gains or losses
from impairment, valuation and exchange differences of trade receivables and trade
payables may be presented either after gross profit in the operating category or in the
financing category in terms of eliminating the problem that entities report gains or losses
from trade receivables and trade payables under different categories. Moreover, in case
agricultural activities are measured at fair value, it is recommended to provide an
explanation as to whether the valuation differences is reported before gross profit or
after gross profit.

Question 3 - The Operating Category: Income and Expenses from Investments
Made in the Course of an Entity’s Main Business Activities

Paragraph 48 of the ED proposes that an entity classifies in the operating category
income and expenses from investments made in the course of the entity’'s main
business activities.

Paragraphs BC58-BC61 of the Basis for Conclusions describe the Board’s reasons for
this proposal.

Do you agree with the proposal? Why or why not? If not, what alternative approach
would you suggest and why?







