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On the Road to IFRSs
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It may be a very long time indeed before the world’s 6.5 billion people can all speak in 
the same tongue. Fortunately, we won’t have to wait nearly as long for the language of 
business and finance to converge.

— SEC Chairman Christopher Cox

In what is a significant step toward advancing the adoption of IFRSs in the United States, 
on August 27, 2008, the SEC decided to issue a proposed IFRS “roadmap” and proposed 
specific rule changes that would permit the use of IFRSs for certain U.S. issuers. The 
proposed roadmap acknowledges that IFRSs have the potential to become the global set 
of high-quality accounting standards and formally proposes a timetable and appropriate 
milestones that need to be achieved for mandatory transition to IFRSs starting for fiscal years 
ending on or after December 15, 2014. The rule changes would give certain U.S. issuers, 
on the basis of specific criteria described below, the option to use IFRSs in their financial 
statements filed on Form 10-K for fiscal years ending on or after December 15, 2009. This 
proposed rule-making comes on the heels of the recent SEC decision that eliminated the 
reconciliation requirement for foreign private issuers and is the culmination of the recent 
concept release asking whether U.S. issuers should be given the option to use IFRSs when 
filing their financial statements with the SEC.

SEC’s Proposed Roadmap — Timeline for Adoption of IFRSs by 
U.S. Issuers

In comments on the concept release and in SEC roundtables, several constituents noted 
that a date needs to be set for mandatory adoption of IFRSs. The proposed roadmap sets 
seven milestones that, if achieved, could lead to an SEC decision for mandatory use starting 
for fiscal years ending on or after December 15, 2014. 

Milestones 1–4 discuss issues that need to be addressed before mandatory adoption 
of IFRSs.  

1. Improvements in accounting standards (i.e., IFRSs).

2. Funding and accountability of the International Accounting Standards Committee 
Foundation.

3. Improvement in the ability to use interactive data (e.g., XBRL) for IFRS reporting.

4. Education and training on IFRSs in the United States.
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Milestones 5–7 discuss the transition plan for the mandatory use of IFRSs.  

5. Limited early use by the eligible entities — This milestone would give certain U.S. 
issuers the option of using IFRSs for fiscal years ending on or after December 15, 
2009. Details regarding who is eligible and their filing requirements during this 
“optional period” are described below.

6. Anticipated timing of future rule-making by the SEC — On the basis of the 
progress of milestones 1–4 and the experience gained from milestone 5, the SEC 
will determine in 2011 whether to require mandatory adoption of IFRSs for all 
U.S. issuers. If so, the SEC will determine the date and approach for a mandatory 
transition to IFRSs. Potentially, the option to use IFRSs when filing could also be 
expanded to other issuers before 2014.   

7. Potential implementation of mandatory use — The proposed roadmap will raise 
many questions, including whether the 2014 transition date to IFRSs should be 
sequenced. The roadmap envisions a transition approach. That is, large accelerated 
filers could be required to file IFRS financial statements for fiscal years ending on or 
after December 15, 2014, then accelerated filers in 2015 and nonaccelerated filers in 
2016. 
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The Proposed Rule — Which Issuers Would Be Eligible for the 
Option?

The objective of the eligibility criteria is to identify categories of U.S. issuers whose use 
of IFRSs would promote comparability with their significant global industry competitors. 
Under the proposed rule, U.S issuers that meet both of the following criteria would be 
eligible to use IFRSs in their financial statements filed with the SEC for fiscal years ending 
on or after December 15, 2009:

• The U.S. issuer is globally among the 20 largest companies in its industry, as 
measured by market capitalization.

• IFRSs, as issued by the IASB, are used as the basis for financial reporting more 
often than any other basis of accounting by the 20 largest public companies in that 
industry, as measured by market capitalization on a global basis.  
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The proposed roadmap provides additional information on how to assess eligibility and 
how to obtain a “letter of no objection” from the Division of Corporation Finance. Under 
the proposed roadmap, U.S. issuers would submit their criteria for eligibility to the SEC for 
consideration and would receive a letter of no objection from the SEC staff before being 
permitted to use IFRSs in filing their financial statements. The SEC estimates that currently 
at least 110 companies in 34 industries will be eligible for this option.

An issuer that meets these criteria and chooses to use IFRSs must prepare its financial 
statements in accordance with IFRSs as issued by the IASB. In addition, the IFRS financial 
statements must include three years of audited annual comparative periods in the first 
year of IFRS reporting for SEC filing purposes, as opposed to the two years of annual 
comparative periods required under IFRSs. For example, a calendar-year-end company that 
is eligible to early adopt IFRSs and elects to do so for its 2009 fiscal year would present 
audited IFRS financial statements for the years ending December 31, 2007, 2008, and 
2009, in its Form 10-K filed in 2010.

If a company elects to use the option, it must still provide some financial information 
relating to U.S. GAAP. The proposed rule will request input on the following two 
alternatives for presenting this information:

• Alternative A — The U.S. issuer would provide a one-time reconciliation from U.S. 
GAAP to IFRSs that covers one year (the year of transition). The reconciliation would 
appear as a note to the audited financial statements in a manner consistent with the 
requirements under IFRS 1, First-time Adoption of International Financial Reporting 
Standards.

• Alternative B — The U.S. issuer would be required to provide, on an ongoing basis, 
an unaudited reconciliation from IFRSs to U.S. GAAP for the three years of IFRS 
financial statements included in the Form 10-K. 

Editor’s Note: If Alternative B is adopted by the SEC for a final rule, the issuer not only 
would be required to present unaudited reconciliations in the year it elects to adopt 
IFRSs, but also would continue to present unaudited reconciliations for all periods 
presented in all subsequent filings. When the SEC meets in 2011 to determine whether 
to mandate IFRSs, it may also need to address whether Alternative B would continue for 
U.S. issuers that already elected to file using IFRSs.

The SEC’s Next Steps Relating to IFRSs
In light of the globalization of the world’s capital markets, many constituents have 

expressed the need for a single set of high-quality globally accepted accounting 
standards. The proposed roadmap is a significant step in responding to that need, 
clarifying that it is increasingly important to develop a response to and plan for IFRS 
implementation to help companies navigate through the considerable changes IFRSs will 
bring.

In the next few weeks, the SEC will post to its Web site the proposed roadmap and 
proposed rule changes for public comment. The 60-day comment period will not begin 
until the documents are published in the Federal Register. The SEC is expected to discuss 
the comments received and decide, before the end of 2008, whether to issue the 
proposed roadmap and final rule that allows the optional period. For U.S. issuers that 
would not be eligible to use IFRSs under the proposed rule, the SEC will continue to 
monitor the progress made and milestones reached over the next few years in preparation 
for a 2011 decision on mandatory adoption. 

Editor’s Note: We encourage you to submit comments on the proposing release. 
During the August 27 open meeting, several of the SEC commissioners stated that they 
look forward to the comment process, since those comments will form the basis for 
future steps that will affect all issuers in the United States.
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Other Items Discussed
The SEC also voted to adopt three sets of proposals as final rules. Two sets of 

proposals issued in February 2008 amended foreign private issuer rules, and one set of 
proposals issued in May 2008 expanded and enhanced the use of current exemptions 
for cross-border business combinations. The amendments related to foreign private 
issuers were made to (1) provide U.S. investors with more timely access to information 
about the financial performance of foreign private issuers and (2) make it easier for 
overseas companies to comply with certain SEC exemption rules and therefore attract 
more companies to the U.S. capital markets. The May 2008 proposals were designed 
to encourage U.S. security holders to be allowed to participate in cross-border business 
combination transactions on the same terms as other foreign security holders.

One of the most significant amendments as part of the foreign issuer reporting 
enhancements was the SEC’s decision to finalize a rule that would accelerate the deadline 
for annual filings on Form 20-F from six months to four months after an issuer’s fiscal 
year-end. This amendment is effective for fiscal years ending on or after December 15, 
2011 (i.e., the Form 20-F that would be filed in 2012 for calendar-year-end companies).

Details of all the amendments finalized by the SEC will be available on the SEC’s  
Web site.

http://www.sec.gov
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