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In April the FSA sent a letter to listed
companies required to issue IFRS
financial statements in 2005 encouraging
them to publish restated IFRS
information as soon as it is sufficiently
reliable and without delay, particularly as
it may be price sensitive. The FSA
concludes that this information should
be made available no later than the
publication of interims.

Focus is shifting therefore to IAS 34 and
interim reporting requirements. A Deloitte
publication The Half-time Results –
Reviewing and Revising Corporate
Interim Reporting illustrates the typical
content and disclosures of a UK listed
company choosing to follow IAS 34 in its
2005 interim report (more detail inside).

Much of the remaining uncertainty
regarding use of IFRS in 2005 has been
removed in the first months of this year:

• the Commission has endorsed IFRS 2
Share-based Payment and IFRS 6
Exploration for and Evaluation of
Mineral Resources and an amendment
to IAS 19 introducing an option similar to
the UK’s FRS 17 on the accounting for
defined benefit schemes amongst other
changes;

• the SEC has published confirmation that
IFRS reporters are permitted to present
one year of IFRS comparative information
in their 20-F filings; and

• in the UK the ICAEW’s Working Party has
released its draft guidance on the
implication of the transition to IFRS for
distributable profits.

However, future of IFRIC 3 Emission Rights
remains uncertain after ‘negative’
endorsement advice from EFRAG and a
request from the Commission to the IASB
that its effective date be deferred.

Imminent from the IASB are amendments to
IAS 39’s fair value option and a new
financial instruments disclosure standard,
IFRS 7.

The IFRIC has issued its draft interpretations
on accounting for service concessions under
IFRS (D12-14) and more recently D17 on
application of IFRS 2 where a subsidiary
issues to its employees shares or share
options in its parent or where a parent
company makes share-based payments
directly to a subsidiary’s employees.

Finally we are pleased to announce that, for
the first time, our IFRS Compliance
Questionnaire and IFRS Presentation and
Disclosure Checklist have become available
free of charge. These checklists for 2005
together with our model 2005 IFRS financial
statements, a revised fourth edition of our
popular reference guide IFRS in your
Pocket 2005 and an e-learning module
on IFRS 5 amongst other publications
can be downloaded from on our IAS Plus
website: www.iasplus.com.
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IASB project timetable

Accounting Standards for Small and  • Discussion Paper was issued in June 2004.
Medium-sized Entities • Staff questionnaire issued April 2005.
(Non-Publicly Accountable Entities) • Public round tables planned for September 2005.

Business Combinations – Phase II • Exposure draft expected in 2nd or 3rd quarter 2005.
– Application of the Purchase Method • Separate ED on minority interests expected in 2nd quarter 2005.

• Separate ED on intangibles expected in 2nd quarter 2005.
• Timing of final statements not yet announced.
• Expected effective date after 2005 year ends.

Conceptual Framework • Discussion paper in 2006 or later.

Consolidation (Including SPEs) • Exposure drafts on control and SPEs expected 2006 or later.

Convergence – Short-term Issues, Asset Disposals/Discontinued Operations
IFRS and US GAAP. • IFRS 5 was issued in March 2004. Effective date December 2005 year ends.

IAS 12 Income Taxes
• Exposure draft expected 2nd half of 2005.

IAS 14 Segment Reporting
• Exposure draft on replacement of IAS 14 expected 2nd half of 2005.

IAS 19 Employee Benefits
• Exposure draft of limited amendment was issued April 2004.
• Final IAS 19 Revised was issued in December 2004.

IAS 20 Government Grants
• Exposure draft on replacement of IAS 20 expected 2nd quarter 2005.

IAS 37 Provisions
• Exposure draft expected 2nd quarter 2005.

Amendments to IAS 32 and IAS 39 on • Revised IAS 32 and 39 were issued December 2003. Effective date 
Financial Instruments December 2005 year ends.

• Revised IAS 39 reflecting macro hedging issued March 2004.
• Exposure drafts were issued on fair value option (April 2004) and other limited 

amendments (July 2004).
• Amendment to IAS 39 Transition and Initial Recognition of Financial Assets

and Liabilities published in 4th quarter 2004, Amendment to IAS 39 Cash Flow 
Hedge Accounting of Forecast Intragroup Transactions published in 
April 2005.

• ED on shares puttable at fair value expected in 2nd half 2005
• The revised version of IAS 39’s fair value option, when finalised, is expected to be 

effective for 2006 with early adoption encouraged.

Financial Instruments: Disclosures • Exposure draft ED 7 was issued July 2004.
• Final standard expected in 2nd half of 2005.
• Expected effective date after 2005 year ends, but permitted for December 2005 

year ends.

Extractive Industries • Exposure draft ED 6 was issued in January 2004.
• IFRS 6 was issued in December 2004.
• Effective date 2006 year ends; permitted for 2005 year ends.

Insurance Contracts – Phase I • IFRS 4 was issued in March 2004.
• Effective date December 2005 year ends.

Insurance Contracts – Phase II • Working group appointed in 2005.
• Next step is a discussion paper in 2006 or later.

Performance Reporting • Working group appointed in 2005.
(Reporting Comprehensive Income) • Next step is a discussion paper in 2006 or later.

Revenue and Related Liabilities • Discussion paper expected in 2nd half of 2005.

Liabilities and Equity • Discussion paper in 2006 or later.
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UK FSA
www.fsa.gov.uk

UK Accounting Standards Board:
www.asb.org.uk

UK Accounting Standards Board:
www.asb.org.uk

UK Accounting Standards Board:
www.asb.org.uk
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UK News on IFRS and UK GAAP

News from the ASB on IFRS Convergence
Following the Discussion Paper UK Accounting Standards: A Strategy for Convergence
with IFRS issued in March 2004, the ASB published an updated plan for convergence,
taking into account the responses to the Discussion Paper in March 2005.

In addition, the ASB has published an Exposure Draft of its Policy Statement ‘Accounting
Standard-setting in a Changing Environment: The Role of the Accounting Standards Board’.
It sets out, for consultation, the ASB’s views on its future role.

Both documents are available on the ASB website.

FSA publishes its near final listing rules
The FSA published its near final listing rules on 28 April 2005. The listing review has been
aimed at simplifying and modernising the UK listing regime to ensure an appropriate level of
regulation. As a result, the FSA has decided to retain a super-equivalent regime providing a
higher level of protection for investors in primary listed securities and reduce the regulatory
burden, where possible, by paring back the regulatory regime for debt, secondary listing
and depositary receipts generally to EU Directive standards. Full details can be found on the
FSA website.

ASB issues a 'One-Stop Shop' Standard for Smaller Entities
The ASB has published an updated Financial Reporting Standard for Smaller Entities (FRSSE)
which is effective for accounting periods beginning on or after 1 January 2005. For the
convenience of small companies using the FRSSE, the new version brings together in a
single document the accounting standards and the accounting requirements of companies’
legislation applicable to smaller companies.

The FRSSE follows the recent amendments to the Companies Act which requires companies
to have regard to the substance of transactions in accordance with generally accepted
accounting principles or practice. One effect of this is that some preference shares will be
shown as liabilities. The revised FRSSE also contains proposed amendments to reflect the
basic principles of FRS 5 Application Note G relating to revenue recognition and FRS 21
Events After the Balance Sheet Date which supersedes the UK standard SSAP 17.

Of those UITF Abstracts issued since the last update of the FRSSE, only UITF 34 Pre-contract
costs is reflected in the FRSSE.

ASB issues an exposure draft proposing amendments to FRS 26 (IAS 39)
The ASB issued proposals in April 2005 to extend the scope of the package of accounting
standards which affect accounting for financial instruments i.e. FRS 23 (IAS 21), FRS 24
(IAS 29), FRS 25 (IAS 32), FRS 26 (IAS 39) to all entities other than those applying the
Financial Reporting Standard for Smaller Entities (FRSSE). Currently this package is only
applicable to companies applying fair value accounting in accordance with Companies Act.
This extension of scope would be mandatory for accounting periods commencing on or
after 1 January 2007, although the ASB will carefully consider whether this timescale is
achievable in the light of respondents’ views on the practical difficulties this would involve.

In addition, the proposals aim to implement the material on recognition and derecognition
set out in IAS 39. The existing requirements of FRS 5 would be superseded for transactions
in financial assets that fall within the scope of the IAS 39 requirements, but FRS 5 would
continue to apply to transactions in non-financial assets. The disclosure requirements in
IAS 32 relating to derecognition would also be implemented. The exposure draft proposes
that these changes would also be effective for accounting periods commencing on or after
1 January 2007. The comment deadline is 21 July 2005.
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Additional disclosure requirements of the Companies (Audit, Investigations
and Community Enterprise) Act 2004
The CAICE Act requires disclosure in the directors’ report of any qualifying third party
indemnity provision (whether made by the company or otherwise) which was in force for the
benefit of one or more directors of the company. This requirement comes into effect on
6 April 2005 and applies to any directors' report issued after that date.

The directors’ report must also contain a statement to the effect that, for each person who
is a director at the time when the directors' report is approved, the following applies:

(a) so far as the director is aware, there is no relevant audit information of which the
company's auditors are unaware, and

(b) he has taken all the steps that he ought to have taken as a director in order to make
himself aware of any relevant audit information and to establish that the company's
auditors are aware of that information. This new disclosure requirement applies to
periods beginning on or after 1 April 2005, with a proviso that the disclosure is not
required for any period ending before 6 April 2005

The new requirements on disclosure of auditors' remuneration come into effect on
1 October 2005 and are subject to a transitional provision that they have no effect in
relation to the accounts of companies with financial years beginning before 1 October 2005.
There is a separate DTI consultation on implementing these Regulations.

FSA’s letter to CEOs on IFRS
The FSA has issued a letter to those listed companies (in the scope of the IAS Regulation)
which will issue IFRS financial statements in 2005 on the transition to IFRS. In particular, the
letter reminds issuers:

• of CESR's recommendation to publish restated IFRS information as soon as it is sufficiently
reliable - and no later than the publication of the interim financial statements;

• that some information about the transition may be price sensitive and needs to be
communicated without delay (i.e. companies should not wait until their 2004 annual
report is published);

• how vital it is that they are ready for IFRS (that unless IFRS is embedded into systems and
processes, there may be an impact on a company's ability to generate timely and reliable
information);

• that those companies which will be taking advantage of the relaxation for release of
interims to 120 days of the requirement to inform the market before the end of the
interim period of the fact they will be taking advantage of this relaxation and the
reasons why.

ASB issues Financial Reporting Exposure Draft (FRED) 35
The proposals in Financial Reporting Exposure Draft (FRED) 35 Corresponding Amounts
reflect the draft Regulations issued by the Department of Trade and Industry (DTI), which
remove from the law the requirements to restate corresponding amounts (otherwise known
as “comparatives”) where they are not comparable.

The FRED builds on the DTI’s proposals largely replicating the current legal requirements on
comparatives, proposing that:

• comparatives should be shown for items in the primary financial statements and the notes
to the financial statements;

• where comparatives are not directly comparable with the amount shown in respect of the
current financial year, they should be adjusted;

• most of the exemptions from showing comparatives given in the Companies Act 1985
should be maintained, e.g. movements on fixed assets and on reserves;

• the requirements of the FRED will apply unless an accounting standard or UITF Abstract
permits or requires an alternative treatment.

Comments on the FRED are invited by 10th June 2005.

UK Company Law
www.hmso.gov.uk

UK FSA
www.fsa.gov.uk

UK Accounting Standards Board:
www.asb.org.uk
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The UK’s Urgent Issues Task Force (UITF) has issued Abstract 40 and a number
of draft Abstracts based on the IASB’s IFRIC Interpretations

UITF Abstract 40 UITF Abstract 40 provides guidance on applying Application 
Revenue recognition Note G of FRS 5 and SSAP 9 to the recognition of turnover 
and service contracts derived from contracts for professional and other services. 

It concludes that where the substance of a contract is that the
seller’s contractual obligations are performed gradually
overtime, revenue should be recognised as contract activity
progresses to reflect the seller’s partial performance of its
contractual obligations. In these circumstances it is
inappropriate to defer recognition of revenue until contract
completion. The amount of revenue should reflect the accrual
of the right to consideration as contract activity progresses by
reference to the value of the work performed.

The only exception to accruing revenue on work in progress is
when revenue is contingent on a critical event outside the
control of the entity (e.g. the successful flotation of the entity).

The accounting abstract is effective for accounting periods
ending on or after 22 June 2005, but earlier adoption is
encouraged.

Draft UITF Abstract on This is based on the draft Interpretation D10 issued by IFRIC. 
Liabilities arising For details of D10 please see IFRIC Update (Page X above).
from Participating 
in a Specific Market
– Waste Electrical 
and Electronic 
Equipment

Draft UITF Abstract This is based on a draft Interpretation D11 issued by IFRIC. 
Changes in It proposes how an entity should apply FRS 20 (IFRS 2) 
Contributions to Share-based Payments (see above) where an employee stops
Employee Share contributing to an Employee Share Purchased Plan (ESPP), such
Purchase Plans as a UK Save As You Earn (SAYE) plan, while remaining in that

entity's employment, hence is no longer able to buy shares 
under the plan and proposes that this should be treated under
as a cancellation, A final abstract will be issued when IFRIC 
issues a final IFRIC Interpretation.

IFRIC 3 Emission The UITF has concluded that it would not issue an Abstract 
rights based on IFRIC’s final Interpretation on Emission Rights 

(IFRIC 3).

In addition, UITF Abstracts 9, 11, 17, 30, 33, and 37 will be superseded when the
requirements of FRSs 20, and 24-26 become effective. Abstract 38 Accounting for ESOP
Trusts, effective for periods ending on or after 22 June 2004, will also be amended by FRS
20. Abstract 39 based on IFRIC Interpretation 2 Members' Shares in Co-operative Entities
and Similar Instruments, is effective at the same time as FRS 25.

Guidance on the Impact of IFRS on Distributable Profits
The joint ICAEW and ICAS Distributable Profits Working Party has developed draft guidance
Tech 21-05 Distributable Profits: Implications of IFRS on the effect on realised and
distributable profits of the transition to IFRS for UK companies. Comments are due no later
than 2 September 2005.

UK Urgent Issues Task Force
www.frc.org

Tech 21-05 can be accessed at the
ICAEW’s website: www.icaew.co.uk
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News about IFRSs in Europe

EC formally endorses IFRS 2 for use in Europe
The European Commission has also adopted a regulation endorsing IFRS 2 Share-based
Payment for use in Europe. The regulation takes effect retrospectively from 1 January 2005.
IFRS 2 requires companies to reflect the cost of all share-based payments, including
employee stock options, as an expense.

The text was supported almost unanimously by Member States at the Accounting
Regulatory Committee meeting on 20 December and by the European Parliament. A similar
rule, FASB statement 123R Share-based Payment, will go into effect in the United States
beginning 15 June 2005. EU Internal Market and Services Commissioner Charlie McCreevy
said:

Endorsement of IFRS 2 is very much in the interest of European capital markets and
European investors. Granting stock options can be a very effective way for
companies to motivate managers and staff, but like any other form of
remuneration, it has to be considered as an expense. IFRS 2 will improve the quality
of financial reporting by giving financial markets a clearer and more complete
picture of a company’s transactions.

EU publishes endorsed IFRSs
The European Union published the following three Commission Regulations in the Official
Journal of the European Union on 31 December 2004, thereby formally bringing certain
improved IASs and new IFRSs as part of European law:

• Commission Regulation (EC) No 2238/2004 of 29 December 2004 which introduces into
European law the 13 IASs revised as part of the IASB’s improvements project and
published in December 2003 (IASs 1, 2, 8, 10, 16, 17, 21, 24, 27, 28, 31, 33 and 40).

• Commission Regulation (EC) No 2237/2004 of 29 December 2004 which introduces
IAS 32 revised as part of the IASB’s improvements project and published in December
2003 and IFRIC 1 into European law.

• Commission Regulation (EC) No 2236/2004 of 29 December 2004 which introduces IAS
36, IAS 38, IFRS 3, IFRS 4 and IFRS 5 into European law.

ARC recommends endorsement of IFRS 6 and revised IASs 19 and 39
At its meeting on 20 May 2005, the Accounting Regulatory Committee (ARC), which advises
the European Commission on endorsement of individual IFRSs and IFRIC Interpretations for
use in Europe, agreed unanimously to recommend endorsement of:

• IFRS 6 Exploration for and Evaluation of Mineral Resources.

• Amendments to IAS 19 Employee Benefits–Actuarial Gains and Losses, Group Plans
and Disclosures.

• Amendments to IAS 39–Transition and Initial Recognition of Financial Assets and
Financial Liabilities.

• The changes to SIC 12 Consolidation–Special Purpose Entities that were adopted by
the IFRIC in November 2004. The changes specify that equity compensation plans are
included in the scope of SIC-12 and that other long-term employee benefit plans
(e.g. defined benefit plans) are excluded from its scope.

• IFRIC 4 Determining whether an Arrangement Contains a Lease.

• IFRIC 5 Decommissioning, Restoration and Environmental Rehabilitation Funds.

ARC members also expressed strong support for the Commission's intention to endorse the
IASB's proposed amendments to the Fair Value Option in IAS 39, pending publication of the
amendments by the IASB. The Commission intends to seek the ARC's approval of these
amendments at the ARC's next meeting on 8 July 2005.

With respect to IFRIC 3 Emission Rights, in light of EFRAG's recommendation (see below)
that the Commission not endorse IFRIC 3 for use in Europe, the Commission has asked the
IASB to defer the effective date of IFRIC 3. If the effective date is not deferred, the ARC will
be asked to decide on IFRIC 3 at its 8th July 2005 meeting.

Information about the status of adoption
of IFRSs in Europe can be found on this
page:
http://europa.eu.int/comm/
internal_market/
accounting/ias_en.htm 

Background papers for the 20 May 2005
ARC meeting may be found at:
http://europa.eu.int/comm/
internal_market/accounting/committees
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EFRAG:
www.efrag.org

EFRAG recommends adoption of interpretation in Europe
The Technical Expert Group of the European Financial Reporting Adviosry Group (EFRAG) has
recommended that the European Commission adopt for use in Europe IFRIC 2 Members’
Shares in Co-operative Entities and Similar Instruments. IFRIC 2 provides guidance on
the classification of members’ shares in co-operative entities as either financial liabilities or
equity.

EFRAG issues negative endorsement advice on IFRIC 3
EFRAG has submitted its advice to the European Commission on IFRIC Interpretation 3
Emission Rights recommending that the Commission not endorse IFRIC 3 for use in Europe.
EFRAG's primary reason is that “IFRIC 3 creates a measurement mismatch (whereby some
items are measured at cost (IAS 38 and IAS 20) and others at fair value (IAS 37)) and a
reporting mismatch (whereby some gains and losses are reported in profit and loss (IAS 37
and IAS 20) and others in equity (IAS 38)).”

EFRAG believes that application of IFRIC 3 will not always result in relevant financial
information because in certain cases it does not faithfully represent economic reality. EFRAG
also believes that the disadvantages that would arise from endorsing the interpretation
outweigh the advantages of guidance on the accounting of emission rights schemes. EFRAG
concludes therefore that IFRIC 3 does not meet all of the requirements of the Regulation
EC No. 1606/2002 of the European Parliament and of the Council on the application of
International Accounting Standards, hence that it is not in the European interest to adopt
IFRIC 3 in its present form.

EFRAG comments on IFRIC D12-D14
EFRAG has released its letter of comment on IFRIC Draft Interpretations D12-14 on service
concessions (see News from IFRIC below). EFRAG's overall conclusion: "We have a number
of concerns with the draft interpretations. As a result, we would like to avoid an outcome
where final interpretations would be issued along the lines of the draft interpretations."

EFRAG comments on IFRIC D11
EFRAG has released its letter of comment on IFRIC Draft Interpretation D11 Changes in
Contributions to Employee Share Purchase Plans (ESPPs). EFRAG agrees that if an
existing ESPP is replaced by a new ESPP, the entity should account for this replacement as
a modification of the original plan in accordance with IFRS 2.

However, EFRAG disagrees with the proposed consensus on how to account if an employee
stops contributing to an ESPP while remaining in the entity’s employment. D11 proposes
that the entity account for this event as a cancellation and therefore should recognise
immediately as an expense the amount that otherwise would have been recognised for
services received over the remainder of the vesting period. In EFRAG’s view there is a
fundamental difference in substance between an employer cancellation and an employee
withdrawal. It notes that, under the proposed solution, an employee’s withdrawal from an
ESPP shortly before the end of the savings period would not be accounted for differently
from an employee’s choice not to exercise the option to purchase shares, although the two
events are different in substance. Therefore, EFRAG recommends that the IFRIC reconsiders
the arguments in the Basis for Conclusions which it does not find convincing and revisits
alternative accounting treatments.

EFRAG appoints two working groups
EFRAG has restructured its insurance subcommittee into an insurance accounting working
group. Objectives of the group are to provide pro-active contribution to the work of the
IASB in Phase II of its insurance project and to identify interpretation and implementation
issues on insurance-specific matters.

EFRAG has also appointed a financial instruments working group with the twin goals of
addressing current IAS 39 issues (such as potential solutions for the carve-out areas in
IAS 39) and wider issues for longer-term revision of IAS 39.

iGAAP – May 2005 – Quarterly edition
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EC Commissioner McCreevy speaks about IASB
In a speech before the Economic and Monetary Affairs Committee of the European
Parliament in Brussels on 1 February 2005, Charlie McCreevy, the new European
Commissioner for Internal Market and Services, spoke about “democratic governance and
political accountability of international standard setters”. He specifically addressed the
International Accounting Standards Board (IASB) and the International Auditing and
Assurance Standards Board (IAASB). An excerpt:

The Commission is working hard to influence the reform process underway within
the IASB and is looking very carefully at the arrangements proposed for the IAASB
which will elaborate International Standards on Auditing. In considering this issue
we must not lose sight of our overall goal, namely the adoption of international
standards which will make it easier for companies to list in the EU and elsewhere
across the globe. There are 3 key points:

• First, that representation within the international standard setter and within a
public oversight body should correspond more appropriately to jurisdictions that
directly apply the standards.

• Second, that effective oversight bodies which approve the work programme of an
international standard setter should be in place....

Third, the funding system; the standard setters are currently sponsored by voluntary
contributions from contributors ranging from central banks to listed companies,
which raises potential issues of conflict of interest. I therefore welcome the Board of
Trustees of the IASB’s intention to change this.

European insurers favour IAS 39 full fair value option
In a press release dated 17 January 2005, the Comité Européen des Assurances (the
European Insurance Association) which represents national associations of insurers in
32 European countries, has expressed its support for allowing European companies
following IFRSs to measure financial assets and liabilities at fair value with the fair value
changes recognised in measuring profit or loss (the IAS 39 ‘fair value option’). Currently,
IAS 39 as adopted by the European Commission prohibits European companies from
applying the fair value option to liabilities. The CEA press release notes that “most European
insurers make frequent use of this option for both financial assets and liabilities as a tool for
providing more relevant information and simplifying the processes. They have been
preparing for IAS 39 in the version including the unlimited fair value option.”

News from the IASB

IASB issues cash flow hedge accounting amendment to IAS 39
The IASB has issued the final version of its amendment to the hedge accounting provisions
of IAS 39: Cash Flow Hedge Accounting of Forecast Intragroup Transactions.

The amendment allows for the foreign currency risk of a highly possible forecast intragroup
transaction to qualify as a hedged item in consolidated financial statements, provided that
the transaction is denominated in a currency other than the functional currency of the entity
entering into the transaction, and that the foreign currency risk will affect the consolidated
profit and loss.

The IASB developed this amendment after constituents raised concerns that this was
common risk management practice for entities, and that IAS 39 (as revised in 2003) did not
permit this type of hedge accounting. Furthermore, IAS 39 (as revised in 2003) created a
difference from US accounting requirements in this area.

IAS 39’s Fair value option: staff draft and round-tables
The IASB released a preliminary staff draft of a possible new approach to the fair value
option in IAS 39 in February 2005. The draft was the basis of discussion at public roundtable
meetings that the Board conducted on 16 March 2005 in London. The IAS 39 fair value
option permits entities to designate, at the time of acquisition or issuance, any financial
asset or financial liability to be measured at fair value, with value changes recognised in
profit or loss.

The EU Internal Market home page, with
links to Commissioner McCreevy’s
speeches, is here:
http://europa.eu.int/comm/
internal_market/index_en.htm

The press release is available on the
January 2005 past news page of our IAS
Plus website:
www.iasplus.com/
pastnews/2005jan.htm

For further details, visit:
www.iasplus.com
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You will find more information about the
IASB’s SME project here:
www.iasplus.com/agenda/sme.htm

You can find more information about the
draft memorandum of understanding,
including a download link, in the March
2005 past news page on Deloitte’s IAS
Plus website:
www.iasplus.com/
pastnews/2005mar.htm

Here is the link to the full list of IASB
members with short biographies, term
expirations, and photos:
www.iasplus.com/
restruct/iasbbios.htm

Subsequent to the round table discussions the IASB discussed and agreed to a revised
proposal for amendments to the fair value option (distinct from that proposed in the
Exposure Draft). A near-final draft of the amendment to the fair value option can be
accessed by subscribers to the IASB’s website.

In addition, on 23 March 2005, the IASB staff issued a paper on the Proposed Amendment
to IAS 39: The Fair Value Option–Effective Date and Transition Provisions. The revised
fair value option is expected to be effective for 2006 with early adoption permitted.

Questionnaire on SME recognition and measurement
The IASB has published a staff questionnaire on possible modifications of the recognition
and measurement principles in IFRSs for use in IASB standards for small and medium-sized
entities (SMEs). The IASB plans to hold public round-table meetings with preparers and users
of the financial statements of SMEs, most likely in September 2005, to discuss possible
recognition and measurement modifications. The questionnaire has been prepared by the
staff of the IASB as a tool to identify issues that should be discussed at those round-table
meetings. The response deadline has been extended to 30 June 2005.

The questionnaire contains two questions:

Question 1: What are the areas for possible simplification of recognition and measurement
principles for SMEs? In responding, please indicate:

• the specific accounting recognition or measurement problem for an SME under IFRSs;

• the specific transactions or events that create the recognition or measurement problem
for an SME under IFRSs;

• why is it a problem; and

• how that problem might be solved.

Question 2: From your experience, please indicate which topics addressed in IFRSs might be
omitted from SME standards because they are unlikely to occur in an SME context. If they
occur, the standards would require the SME to determine its appropriate accounting policy
by looking to the applicable IFRSs.

Draft MoU on national standard setters and IASB
The IASB and accounting standard-setting bodies around the world are seeking comments
on a draft Memorandum of Understanding (MoU) on the Role of National and Regional
Accounting Standard-Setting Bodies and their Future Relationships with the IASB.
The draft is intended to set out a shared vision of the respective roles of national and
regional standard-setters and of the IASB in working towards a single set of high quality,
understandable, and enforceable global accounting standards. An earlier draft of the MoU
was discussed at a meeting of world standard setters in September 2004. The IASB requests
comments by 29 July 2005. The IASB intends to present a collation of the comments and a
revised draft MoU at a meeting of world standard-setters in September 2005.

Garnett, Gélard, and Leisenring reappointed to IASB
Following a recommendation of their nominating committee, the Trustees of the
International Accounting Standards Committee Foundation, under which the IASB operates,
voted unanimously to reappoint three members of the International Accounting Standards
Board to five-year terms beginning 1 July 2005 and ending 30 June 2010. The three Board
members are:

• Robert Garnett;

• Gilbert Gélard; and

• James Leisenring.
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News from IFRIC

IFRIC D10 on waste equipment
The IFRIC invited comments by 11 February 2005 on draft interpretation IFRIC D10
Liabilities Arising from Participating in a Specific Market – Waste Electrical and
Electronic Equipment. D10 addresses when an entity’s liability to contribute to waste
management costs (relating to final disposal of waste electrical and electronic equipment by
private households) arises under the European Union’s Directive on Waste Electrical and
Electronic Equipment (WE&EE) prescribes that producers of WE&EE will be responsible for
the cost of this waste if they are in the market in the ‘measurement period’ specified in the
legislation, and in the proportion to their market share by type of equipment. D10 concludes
that participation in the market in the measurement period, as specified in the legislation, is
the obligating event which gives rise to an obligation under IAS 37. It is not the original
production or sale of the equipment that triggers liability recognition.

Deloitte’s view: “We agree with the consensus reached by IFRIC.”

IFRIC D11 on ESPPs
In IFRIC D11 Changes in Contributions to Employee Share Purchase Plans (ESPPs), IFRIC
proposes the accounting for (a) when an employee stops contributing to an ESPP, the entity
should treat the event as a cancellation in accordance with IFRS 2 or (b) when an employee
changes from one ESPP to another, the entity should account for this replacement as a
modification of the original plan in accordance with IFRS 2. Comments were requested by
1 March 2005.

Deloitte’s letter of comment acknowledges that the definition of ‘vesting condition’ in IFRS 2
paragraph BC 7 might lead to the answer proposed in D11. However, Deloitte's view is that
“a more faithful representation of the employee's decision to cease contributing to
the scheme is to recognise an expense for the share-based payment component up
until the date that the employee decides to withdraw their cash deposit. However,
this accounting treatment is not supported by the current version of IFRS 2.”

Three ‘service concessions’ proposals from IFRIC
The International Financial Reporting Interpretations Committee (IFRIC) has released for
public comment three related draft interpretations:

• D12 Service Concession Arrangements–Determining the Accounting Model.

• D13 Service Concession Arrangements–the Financial Asset Model.

• D14 Service Concession Arrangements–the Intangible Asset Model.

Service concession arrangements are arrangements whereby a government or other body
grants contracts to private operators for the supply of public services, such as roads, energy
distribution, prisons, or hospitals.

D12 proposes that if the grantor (i.e. the Government) continues to control how the
infrastructure is used both during and after the concession, the operator should not
recognise that infrastructure as its own property, plant, and equipment. Rather it should
account for having provided construction services to the grantor under a construction
contract, and should account for the rights it receives in exchange for constructing the
infrastructure using one of the two accounting models, the financial asset model or the
intangible cost model.

D13 and D14 provide guidance on how the operator should apply relevant IFRSs when it
recognises a financial or intangible asset in accordance with D12. Both address the
recognition and measurement of contract revenue and costs, and service concession assets
and obligations (such as obligations to repair and maintain infrastructure). The three
Interpretations are proposed to be effective for annual periods beginning on or after
1 January 2006. Early adoption would be permitted. Comments are requested by
31 May 2005.

The full text of the draft interpretation
may be downloaded from the IASB’s
website:
www.iasb.org

You will find Deloitte’s letters of
comment to IASB here:
www.iasplus.com/dttletr/comment.htm

You will find Deloitte’s letters of
comment to IASB here:
www.iasplus.com/dttletr/comment.htm

The full text of the draft interpretation
may be downloaded from the IASB’s
website:
www.iasb.org

The full text of the draft interpretation
may be downloaded from the IASB’s
website:
www.iasb.org

10363-IGAAP-MAY  10/6/05  1:20 pm  Page 11



You will find Deloitte’s letters of
comment to IASB here:
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The full text of the draft interpretation
may be downloaded from the IASB’s
website:
www.iasb.org

Deloitte’s view is that ‘with the benefit of hindsight, we believe that if this project
were started from the beginning, it might be better suited to a Board project to
develop an accounting standard. However, given the advanced stage of the project
and the desperate need in the market place for these interpretations we believe the
IFRIC should complete this project with all due haste.... We do have a number of
pervasive concerns, which we believe are fundamental flaws in the accounting
models proposed by the IFRIC.’

IFRIC D15 Reassessment of Embedded Derivatives
The IFRIC has released for public comment Draft Interpretation D15 Reassessment of
Embedded Derivatives. IAS 39 Financial Instruments: Recognition and Measurement
requires an entity, when it first becomes a party to a contract, to assess whether any
embedded derivatives contained in the contract are required to be separated from the host
contract and accounted for separately as derivatives under the standard. (An example of an
embedded derivative is a holder equity conversion option in a convertible debt.) The two
questions addressed in D15 and the proposed responses, are:

Question: Does IAS 39 require assessment of whether an embedded derivative must be
separated from the host contract only when the entity first becomes a party to the derivative
contract or throughout the life of the contract?

D15 Proposal: Make the assessment only when the entity first becomes a party to the
contract. Subsequent reassessment is prohibited unless there is a change in the terms of the
contract, in which case it is required.

Question: Should a first-time adopter of IFRSs make its assessment on the basis of the
conditions that existed when the entity first became a party to the derivatives contract, or
those prevailing when the entity adopts IFRSs for the first time?

D15 Proposal: Make the assessment based on the conditions that existed when the entity
first became a party to the contract.

To allow entities affected by the final interpretation enough time to change current
practices, the proposed effective date for the interpretation is annual periods beginning on
or after a date to be set at three months after the interpretation is finalised. Earlier
application would be encouraged. The comment deadline is 31 May 2005.

Deloitte’s view is: ‘We believe the draft Interpretation is an appropriate and practical
interpretation of IAS 39 Financial Instruments: Recognition and Measurement (IAS
39) and support its issuance. However, we do have two substantive comments.
Firstly, we strongly encourage the IFRIC to clarify whether the assessment of hybrid
instruments is required for an acquirer at the time of a business combination.
Divergent views are already in existence on this issue, and D15 presents an
opportunity to clarify this matter, similar to the issue set out in paragraph 3(b) of
D15. Secondly, the IFRIC should clarify that the scope of D15 is limited solely to the
‘closely related’ decision, and not the other requirements in paragraph 11 of IAS 39.’

IFRIC D16 on scope of IFRS 2
D16 clarifies that transactions within the scope of IFRS 2 include those in which the entity
cannot specifically identify some or all of the goods or services received. The comment
deadline is 18 July 2005.
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IFRIC D17 on IFRS 2 group and treasury shares transactions
D17 provides guidance on whether particular types of transactions should be accounted for
as cash-settled or equity-settled share-based payment transactions under IFRS 2.

D17 proposes that:

• when an entity grants its equity instruments to its employees and is going to buy those
treasury shares from another party, the arrangement is treated as equity-settled;

• when an entity grants its equity instruments to its employees and the shareholder is going
to provide those shares, the arrangement is treated as equity-settled;

• when a parent (or another entity of the group) grants equity instruments directly to the
employees of its subsidiary, the arrangement is treated as equity-settled;

• when a subsidiary grant grants to its employees equity instruments of the parent (or of
another entity of the group), the arrangement is treated as cash-settled.

The comment deadline is 18 July 2005.

IASC Foundation News

Constitution review
The Trustees of the International Accounting Standards Committee Foundation (IASCF),
under which the IASB operates, met in London on 18 March 2005 to discuss the comments
received on their consultation document IASC Foundation Constitution: Proposals for
Change. Presented in the table below is Deloitte’s summary of the main decisions that
Trustees made at that meeting with respect to the constitution review:

The full text of the draft interpretation
may be downloaded from the IASB’s
website:
www.iasb.org

The consultation document – IASC
Foundation Constitution: Proposals
for Change – may be downloaded from
the IASB’s website:
www.iasb.org

IASCF Trustees’ tentative decisions from the Constitution review

General

• A new sub-paragraph will be added regarding the necessity to take into
consideration the needs of SMEs in developing standards.

• The proposal to increase the number of Trustees from 19 to 22 was accepted.

• After considerable discussion, the proposed geographic distribution of Trustees into
six North America, six Europe, six Asia/Oceania, and four others was accepted.
However, this decision is subject to confirmation in June to allow for comment from
the European Commission.

• The Trustees are likely to form a ‘contact group’ of interested organisations that
would be involved in the process of nominating new Trustees and considering
renewals. The committee would be consultative and would make recommendations
to the Trustees, who would make the decisions.

• The Foundation chairman could serve for up to six years from date of appointment,
even if that extends the overall term beyond six years in total.

Oversight

• After considerable discussion, the Trustees approved a proposed Constitution
paragraph that the Trustees will consider but not determine the IASB’s technical
agenda. Some Trustees commented that protecting the Board’s independence was its
most important role, but that the Trustees’ involvement would go a long way to
providing ‘independence with accountability’.

Funding

• The Trustees agreed to revert to something similar to the existing wording (‘assume
responsibility’) in the Constitution.

Composition of the Board

• The size of the IASB will remain at 14.

• The current provision for two part-time seats will remain.

• There should be no explicit geographical balance.

• The proposed easing of the professional background criteria was approved.
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You will find the latest list of IASC
Foundation trustees here:
www.iasplus.com/restruct/
trustees.htm

Except for administrative and personnel
matters, all of these meetings are open to
public observation. Registration forms are
on IASB’s website:
www.iasb.org

IASB voting

• The proposed change was agreed: 9 votes out of 14 will be required (instead of the
current simple majority) to approve an exposure draft, final IFRS, or IFRIC
Interpretation.

IFRIC

• No Constitutional changes were proposed, but the Trustees will expose the IFRIC’s
suggestions arising from its own review of operations and may propose changes
later on.

SAC

• The chair should be independent of the IASB and the staff.

• The chair should be a half-time salaried position.

• The Trustees will likely grant formal approval to the proposed SAC Charter at its
meeting in June. This will be an ‘operational’ document, not part of the
Constitution.’
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Three new IASC Foundation trustees
The Trustees of the IASCF have appointed three new Trustees:

• Oscar Fanjul, Vice Chairman, Omega Capital, and former Chairman, Founder and CEO,
Repsol, SA, Spain;

• Tsuguoki (Aki) Fujinuma, Chairman and President, Japanese Institute of Certified Public
Accountants, Japan ; and

• Antonio Vegezzi, President and Director, Capital International SA, Switzerland.

The appointments take effect immediately and are for terms ending 31 December 2007.
Messrs Fanjul, Fujinuma, and Vegezzi fill the vacancies left by the departures of Guido
Ferrarini, Koji Tajika and John Biggs, respectively.

Upcoming meetings

IASB and SAC meetings 2005

London, UK 20–24 June 2005 (and 27-28 June 2005 with the Standards 
Advisory Council)

London, UK 18–22 July 2005

London, UK 19–23 September 2005

Norwalk, CT, USA 17–21 October 2005

London, UK 14–18 November 2005 (and 10-11 November 2005 with the 
Standards Advisory Council)

London, UK 12–16 December 2005

IFRIC meetings 2005

London, UK 1–2 August 2005

London, UK 1–2 September 2005

London, UK 3–4 November 2005

London, UK 1–2 December 2005

London, UK 3–4 February 2005
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IFRS – Related news from the United States

SEC amends form 20-F for IFRS adopters
The SEC has adopted amendments to Form 20-F to relax the rules for foreign private issuers
that change their basis of accounting to IFRSs prior to or for the 2007 financial year. The
relaxation allows presenting two comparatives periods instead of three comparative periods
previously required. In addition the SEC will accept statements using IFRS as adopted for use
by the EU (with the IAS 39 'carve-out') provided that there is a reconciliation to full IFRS.

The amendments also require certain disclosures from all foreign private issuers that adopt
IFRSs for the first time during any financial year. The Commission did not, however, change
its current requirement for a reconciliation of financial statement items to US generally
accepted accounting principles. The SEC announcement says that “the Commission is
adopting these amendments to promote and encourage the use of IFRSs as a high quality
set of accounting standards.”

Steps toward convergence on income taxes
The US Financial Accounting Standards Board (FASB) has made several recent decisions
about convergence of the FASB and IASB income tax standards with respect to which tax
rate to use in measuring deferred taxes:

• While FAS 109 requires the ‘enacted’ rate and IAS 12 requires the ‘substantively enacted’
rate, FASB would amend FAS 109 to clarify that a rate is regarded as enacted if only
perfunctory actions are required for a measure to become law.

• If corporate income is taxed at different rates depending on whether that income is
distributed to shareholders, FASB would continue to require measurement of deferred tax
assets and liabilities using the distributed rate, while IASB agreed at its January meeting to
stick with the IAS 12 requirement to use the undistributed rate. However, FASB agreed to
require disclosure of the difference in the tax expense (or benefit) for the period that
would result from the use of the undistributed rate.

SEC Staff Accounting Bulletin on stock options
The staff of the US Securities and Exchange Commission has issued Staff Accounting
Bulletin 107 dealing with valuations and other accounting issues for share-based payment
arrangements by public companies under FASB Statement 123R Share-based Payment.
For public companies, valuations under Statement 123R are similar to those under IFRS 2
Share-based Payment.

SAB 107 provides guidance related to share-based payment transactions with non-
employees, the transition from nonpublic to public entity status, valuation methods
(including assumptions such as expected volatility and expected term), the accounting for
certain redeemable financial instruments issued under share-based payment arrangements,
the classification of compensation expense, non-GAAP financial measures, first-time
adoption of Statement 123R in an interim period, capitalisation of compensation cost
related to share-based payment arrangements, accounting for the income tax effects of
share-based payment arrangements on adoption of Statement 123R, the modification of
employee share options prior to adoption of Statement 123R, and disclosures in
Management’s Discussion and Analysis (MD&A) subsequent to adoption of Statement 123R.

One of the interpretations in SAB 107 is whether there are differences between Statement
123R and IFRS 2 that would result in a reconciling item:

Question: Does the staff believe there are differences in the measurement provisions for
share-based payment arrangements with employees under International Accounting
Standards Board International Financial Reporting Standard 2, Share-based Payment
(‘IFRS 2’) and Statement 123R that would result in a reconciling item under Item 17 or 18 of
Form 20-F?

Interpretive Response: The staff believes that application of the guidance provided by IFRS
2 regarding the measurement of employee share options would generally result in a fair
value measurement that is consistent with the fair value objective stated in Statement 123R.
Accordingly, the staff believes that application of Statement 123R’s measurement guidance
would not generally result in a reconciling item required to be reported under Item 17 or 18
of Form 20-F for a foreign private issuer that has complied with the provisions of IFRS 2 for
share-based payment transactions with employees. However, the staff reminds foreign
private issuers that there are certain differences between the guidance in IFRS 2 and
Statement 123R that may result in reconciling items. [Footnotes omitted]

The press release is available from
www.sec.gov

More information is on the FASB’s
website:
www.fasb.org

You will find links to the full text of SAB
107, the SEC’s press release, and a
comparison of IFRS 2 and FAS 123R in a
story dated 30 March 2005 on:
www.iasplus.com/
pastnews/2005mar.htm
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Download IFRS in your Pocket 2005
without charge:
www.iasplus.com/
dttpubs/pubs.htm

Download this and other Deloitte IFRS
publications without charge at:
www.iasplus.com/
dttpubs/pubs.htm

Download the IFRS 6 newsletter without
charge:
www.iasplus.com/
iasplus/iasplus.htm

Download the IFRIC update newsletter
without charge:
www.iasplus.com/
iasplus/iasplus.htm

Publications from Deloitte

IFRS in your Pocket 2005
Deloitte has published the fourth edition of our popular quick reference guide to
international financial reporting – IFRS in your Pocket 2005. This 76-page guide includes
information about:

• IASB structure and contact details.

• Use of IFRSs around the world, including updates on Europe, Asia, USA, and Canada.

• Summaries of each IASB Standard (through to IFRS 6) and Interpretation (through to
IFRIC 5), as well as the Framework and the Preface to IFRSs.

• Background and tentative decisions on all current IASB projects.

• IASC and IASB chronology.

• Other useful IASB-related information.

You can download the file from our IAS Plus website. Please contact your local Deloitte
practice office to request a printed copy. We are pleased to grant permission for accounting
educators and students to print copies of the PDF file for educational purposes.

New Deloitte guidance on IFRS interim reporting
Deloitte & Touche (United Kingdom) has published The Half-time Results – Reviewing
and Revising Corporate Interim Reporting. The publication consists of three parts:

• A survey on corporate interim reporting by listed companies to review progress compared
to a 2002 Deloitte publication and to assess present UK practice against current and
future reporting requirements for interim reports.

• Model interim financial statements to illustrate the typical content and disclosures
expected of a UK listed company which chooses to follow IAS 34 Interim Financial
Reporting in its 2005 interim report.

• A checklist for interim reporting covering the requirements of the UKLA Listing Rules,
IAS 34, the Transparency Directive, and additional recommendations in the Statement on
Interim Reporting by the Accounting Standards Board.

This publication will be of use to all companies preparing half-yearly or quarterly reports
under IFRS.

Special IAS Plus newsletter explains IFRS 6
Deloitte’s IFRS Global Office has published a Special Global Edition of our IAS Plus newsletter
explaining IFRS 6 Exploration for and Evaluation of Mineral Resources. IFRS 6:

• permits entities to continue to use their existing accounting policies for exploration and
evaluation assets, provided that such policies result in information that is relevant and
reliable; and

• requires entities to assess any exploration and evaluation assets for impairment when facts
and circumstances suggest that the carrying amount of the assets may exceed their
recoverable amount. The recognition of impairment criteria in respect of such assets is
different from that in IAS 36 Impairment of Assets but, once an impairment has been
identified, it is measured in accordance with IAS 36.

Special UK edition of IAS Plus newsletter: IFRIC Update
A new Special UK Edition of our IAS Plus newsletter presents an International Financial
Reporting Committee Update. The update covers IFRIC Interpretations 1 to 5 and the IFRIC
amendment of SIC-12 Consolidation–Special Purpose Entities. Each Interpretation is
summarised, and special first-time adoption issues are discussed.
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240,000 e-learning downloads in 2005
As of 31 May 2005, over 240,000 IFRS e-learning modules were downloaded from IASPlus
by people in over 150 countries. Deloitte’s e-learning was launched at the end of January
2004. Many of the downloaded modules have multiple users because organisations are
permitted to install them on their own servers for the internal use of their employees or
students. In addition, tens of thousands of additional modules have been completed online
and offline by Deloitte staff. Thirty-three modules are now available. The IFRS 5 module,
issued in February 2005, is the latest release. IASs 32 and 39 on financial instruments are
being covered in three modules. The first module is already available. The other two
modules are near completion.

IFRS Compliance Questionnaire and IFRS Presentation and Disclosure Checklist
Deloitte Touche Tohmatsu is pleased to make publicly available our IFRS Compliance
Questionnaire and IFRS Presentation and Disclosure Checklist, both applicable for financial
periods commencing 1 January 2005. These checklists complement our Model IFRS Financial
Statements for 2005, which we have previously posted.

You can access all of our IFRS e-learning
modules by clicking on the light bulb
icon on the left side of Deloitte’s IAS Plus
home page:
www.iasplus.com

Download the model financial statements
and checklist from the IFRS Financial
Statements page of our IAS Plus website:
www.iasplus.com/fs/fs.htm
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