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Countdown
Deloitte Canada’s IFRS transition newsletter

June 2010

Welcome to the June 2010 issue of 
Countdown!

We are half way through 2010, and the 
time remaining before full IFRS conversion 
seems to be flying by.

As we continue to focus on transition, this 
month’s lead article focuses on internal controls over the deve-
lopment and reporting of IFRS financial information. Lightyear 
this month turns its head to Revenues and how this standard will 
affect their transition.

As always, we want to continue to understand and meet your 
needs, so please submit ideas regarding matters that you would 
like to see us address in Countdown to deloitteifrs@deloitte.ca.

See you again next month!

Don Newell  
National Leader - IFRS services
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Controls over development 
and reporting of IFRS financial 
information
The next few months are shaping up to be busy 
ones for most Canadian publicly-accountable 
enterprises (PAEs), as they prepare for the conver-
sion to International Financial Reporting Standards 
(IFRS) on January 1, 2011. Given the extent and 
complexity of this conversion, it will be necessary 
to give attention to the controls over the develo-
pment and reporting of IFRS-compliant financial 
information. This article covers some of the areas 
that we at Deloitte have been discussing with our 
clients as the transition journey continues.

PAEs today generally have in place a robust set of 
internal controls over the recording, summariza-
tion and reporting of financial information under 
Canadian generally accepted accounting principles 
(GAAP). These controls have been developed over 
many reporting cycles, and have usually be tested 
by management as part of the required regulatory 
certification reporting by Chief Executive Officers 
(CEOs) and Chief Financial Officers (CFOs), as well 
as by external and internal auditors as part of 
their audit procedures. While these controls over 
Canadian GAAP reporting are tried and true, the 
same cannot always be said when it comes to the 
production of IFRS-compliant information.

Based on surveys Deloitte has conducted over 
the last several months, many organizations are 
compiling the reconciliations between Canadian 
GAAP and IFRS through spreadsheet-based 
analyses. This is a practical expedient when the 
exercise is to convert an existing set of financial 
information to another basis for purposes of 
comparison. Areas where spreadsheets may be 
used include, for example:

developing and tracking dual reporting require-•	

ments in 2010 (and potentially into 2011);

supporting financial statement note disclosure •	

information and/or Management’s Discussion 
and Analysis (MD&A) disclosures;

documenting hedge effectiveness assessments •	

and ineffectiveness measurement for IAS 39 
compliant hedges;

tracking componentized accounting, capitaliza-•	

tion and impairment for fixed assets; and

summarizing leases or other contractual •	

information.

However, spreadsheets carry with them an 
increased risk of error, for several reasons, 
including:

spreadsheets are typically built and managed •	

outside the normal environment for information 
technology (IT) and are therefore not subject 
to the same development, maintenance and 
change controls;

spreadsheets are highly dependent on human •	

input, which increases the risk of data entry 
errors, formula errors, linking issues, etc.;

spreadsheets may not be subject to the same •	

review and approval processes as standardized 
data routines; and

spreadsheets are usually intended to be an •	

interim accounting solution, but often become 
‘the’ accounting solution, which requires 
increased maintenance, version control and 
oversight.

These issues are more fully discussed in a recent 
brief prepared by the Information Technology 
Advisory Committee and published by the 
Canadian Institute of Chartered Accountants 
(CICA), available here.

http://www.cica.ca/research-and-guidance/it-advisory-committee/publications/item38138.pdf
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In addition to the control challenges that 
spreadsheets introduce, there are several other 
areas where IFRS impacts controls. For instance:

Starting at the entity level, have senior mana-•	

gement and the board and audit committee set 
the proper ‘tone at the top’ with respect to IFRS 
conversion? How has this been documented and 
communicated? Have employees been advised 
about the need for vigilance and diligence during 
the conversion process? Have anti-fraud controls, 
such as reporting hotlines, been refreshed and 
advertised within and outside the organization?

Has the IFRS conversion process been properly •	

planned, resourced and executed? Canadian 
regulators have been clear in their expectations 
about the need for documented, detailed plans, 
with regular reporting against milestones and 
with clear accountabilities. The end goal is the 
same for all stakeholders: a successful conversion 
to IFRSs that produces timely, accurate IFRS-
compliant financial reporting.

Have all inputs to the accounting process which •	

will be required to produce IFRS-compliant 
information through the ‘normal’ accounting 
processes been identified? Have relevant depart-
ments or divisions outside of the Finance orga-
nization (or outside of the country, especially in 
non-IFRS jurisdictions) been informed and trained 
in their roles in producing high-quality, accu-
rate IFRS results at the base layer of accounting 
information?

Are the controls over the production and main-•	

tenance of IFRS-compliant information docu-
mented, communicated and tested? In many 
cases, the controls currently in place to produce 
Canadian GAAP information will still be relevant 
for IFRS information. 

For instance, the enterprise’s internal disclosure •	

committee should perform similar activities to 
those covering Canadian GAAP today. However, 
for 2010, are those controls actually in place 
over both sets of financial reporting? If not, how 
will the cutover in 2011 be planned, executed, 
documented and tested? Management will be 
required to provide CEO/CFO certification over 
IFRS information starting with Q1 2011, so 
planning for this requirement warrants careful 
thought. Although the first formal annual 
certification over IFRS data will not be required 
until the end of 2011 (actually, in early 2012), 
the controls that need to be evaluated include 

those over the opening balance sheet (which 
was as of January 1, 2010) and the conversion 
journal entries and other records covering the 
2010 comparative information, as well at those 
over the production of 2011 IFRS-compliant 
financial information. Conducting this planning 
exercise now may also be helpful in anticipating 
the nature and timing of disclosure of control 
changes in the quarterly and annual manage-
ment’s discussion and analysis (MD&A) during 
2010 and 2011.

Many IFRS conversion amounts will be recorded •	

through journal entries. Each of these entries will 
be a non-standard entry, which requires more 
thorough review and approval processes by indi-
viduals with the requisite level of IFRS knowledge 
to challenge and conclude on the appropriate-
ness of the entries. Has the necessary level of 
rigour and training been put in place to ensure 
IFRS journal entries are complete and appro-
priate? Has the organization given thought to 
how many such journal entries will be necessary, 
as these will be in addition to those normally 
required to close the books for periodic repor-
ting? Is there an opportunity for process impro-
vement during the conversion timeframe?

Does the organization’s current IT and reporting •	

system allow for dual-reporting in 2010, and 
if so has that capability been planned for and 
tested? If it does not allow dual-reporting, how 
will comparative information be formulated? 
How will the organization cutover to IFRS repor-
ting under current systems on January 1, 2011? 
Is that process mapped out for execution and 
testing prior to the implementation date? These 
and other IT issues were explored in our June 
2009 edition of Countdown, available here.

http://www.corpgov.deloitte.com/binary/com.epicentric.contentmanagement.servlet.ContentDeliveryServlet/CanEng/Page Copy/Deloitte Periodicals/Countdown/2009/June09.pdf
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As you can see, there are numerous steps along the way to a successful IFRS conversion where controls 
must be considered. In some cases, existing controls can be retained; in other cases, new controls (either 
temporary or permanent) must be designed and implemented, and their operational effectiveness 
evaluated. 

During the next few months, it will be critical for audit committees and management to provide oversight 
and clear direction in this important area. Assistance should come from the organization’s internal audit 
function (where applicable) and from the enterprise’s external auditors. The role of internal audit in an 
IFRS implementation plan was covered in our April 2009 edition of Countdown, available here.

The IFRS conversion plan should make provision for the time and expense required to properly assess, 
evaluate and identify key controls (and any control deficiencies) in sufficient time to make any necessary 
improvements prior to the first IFRS reporting in 2011.

As always, the key to success is careful planning and focused execution. If done properly, the IFRS conver-
sion process should yield high-quality controls both during and after the conversion, to ensure that the 
enterprise’s stakeholders and the capital markets are well-served with accurate and timely IFRS-compliant 
financial information.

The Real Deal
Revenues 

During a recent board meeting, Lightyear’s Board of Directors (BOD) expressed concerns about the potential 
for a change in their reported revenue amounts. The Board has always been particularly focused on revenues, 
stemming from the fact that it is a key performance measure and is often subject to complexity, a high level of 
judgment and potential for error. Due to these specific concerns, the BOD has asked the implementation team 
to focus on understanding the differences between the accounting treatment under IFRSs relative to Canadian 
GAAP as well as the business impacts that they may need to consider in relation to revenue recognition. The 
Board would like to be brought up to speed on any key issues which will need to be addressed.

The Lightyear implementation team has reached out to their Deloitte advisor, Hugh Guardian, to gather this 
information to be presented to the BOD.

What’s the Deal?

The primary piece of guidance for revenue recognition under IFRS is IAS 18 Revenue Recognition (IAS 18).  
IAS 18 sets out the criteria for recognizing revenue, identifies the circumstances in which criteria will be met, 
and provides practical guidance on applying the criteria. In the area of revenue recognition, IFRSs are generally 
less prescriptive than Canadian GAAP and most companies will not identify major differences. However, the 
implementation team knows that there are exceptions to this broad principle, thus requiring them to thorou-
ghly investigate this area on making the transition to IFRSs.

Keeping it Real

Lightyear has a number of revenue streams in place due to the diversified nature of its operations. The details 
are summarized below:

http://www.corpgov.deloitte.com/binary/com.epicentric.contentmanagement.servlet.ContentDeliveryServlet/CanEng/Page Copy/Deloitte Periodicals/Countdown/2009/Countdown_April09.pdf


© Deloitte & Touche LLP and affiliated entities.    Countdown June 2010    4

Current revenue arrangements

Installation services for the installation of specialized equipment. Installation is a fairly complex process and 1. 
takes 12 months to perform. Payment is only received once installation is complete. Lightyear provides the 
installation services only and does not sell the equipment itself.

Sales of certain products whereby the buyer is allowed to purchase the product over time. Initially a 2. 
deposit is placed on the item to put it on hold and the balance of the purchase price can be paid at an 
agreed upon later date. Past experience with these types of layaway sales indicates that most of the sales 
are completed.

Sales of products with a maintenance plan attached to the sale. The purchase price of the actual product 3. 
is payable on delivery of the product and no amounts are payable in the future in relation to the mainte-
nance plan.

Lightyear also issues certain incentives to retail customers. For example, all customers who purchase a 1L 4. 
container directly from Lightyear’s store are entitled to a $5 reduction off the price of their next purchase 

Revenue type Current policy IFRS considerations

1 Installation services Revenue recognized on comple-
tion of installation i.e. completed 
contract method.

IAS 18 requires revenue from the rendering of services 
to be recognized using the percentage of completion 
method (provided certain criteria are met). Therefore, 
revenue may be recognized over the 12 month period 
as services are rendered, as opposed to only at the end 
of the 12 months.

2 Layaway sales Revenue recognized on final 
delivery of the goods.

Revenue is recognized when the goods are delivered. 
However, when experience indicates that most such 
sales are consummated, revenue may be recognized 
when a significant deposit is received provided that the 
goods are on hand, identified and ready for delivery to 
the buyer. Criteria relating to delivery are more strin-
gent under Canadian GAAP, resulting in a potential 
for earlier recognition under IFRS than under Canadian 
GAAP.

3 Sales of products with 
related maintenance 
plan

Accounted for in accordance 
with Emerging Issues Committee 
(EIC) Abstract EIC-142 Revenue 
Arrangements with Multiple 
Deliverables. Allocation of 
revenue to respective delivera-
bles based on relative fair values.

A similar concept exists under IAS 18; however, the 
guidance is not as detailed and prescriptive as in 
EIC-142. Furthermore, IAS 18 permits the amount 
of revenue deferred in relation to the undelivered 
element in a multiple element arrangement (i.e. the 
maintenance services) to be determined based on 
the expected costs with a reasonable profit margin. 
This method is not permitted under EIC 141 Revenue 
recognition.

4 Container vouchers Not specifically addressed under 
Canadian GAAP. No formal 
policy exists for these types of 
arrangements.

IFRS provides detailed guidance on customer loyalty 
programmes. IFRIC 13 Customer Loyalty Programmes 
(IFRIC 13) requires that a portion of the consideration 
received in a sales transaction be allocated to award 
credits, measured by reference to their fair value, and 
recognized as a liability until the entity fulfills its obliga-
tion to deliver awards to customers.

Despite the fact that the broad principles for revenue recognition are similar between IFRS and Canadian GAAP, 
Lightyear is impacted by certain of the specific differences which exist. The general rule in IFRS 1 First-time 
Adoption of IFRSs (IFRS 1) is retrospective application – i.e. applying IAS 18 to the consolidated financial statements 
of Lightyear at the date of transition as if it had always been applied. While IFRS 1 contains certain optional exemp-
tions and mandatory exceptions relating to retrospective application, full retrospective application is required for 
Lightyear. This is because although there are two exemptions relating to revenues they are specific in nature and 
do not affect Lightyear. These exemptions are somewhat narrow in scope and deal with specific areas of revenue 
recognition that are addressed in financial reporting interpretations. The exemptions are:

IFRIC 12 •	 Service Concession Arrangements (IFRIC 12): Financial assets or intangible assets accounted for in 
accordance with IFRIC 12; and
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 IFRIC 18 •	 Transfer of assets from customers (IFRIC 18). 

The implementation team will use the information they have gathered to present key differences and the impact 
on Lightyear to the BOD at their next meeting.

Until next time……..

Join Lightyear again next month as they continue to tackle several remaining issues before the date of transition.

Deloitte IFRS publications and events
A comprehensive summary of Deloitte IFRS 
publications and events is available here.

Please first login, first time visitors will need to complete 
a short registration form. Below we have included new 
publications and events most relevant to Canadian publi-
cly-accountable enterprises.

Publications

Out of 100: What’s your degree of financial literacy?

Executives, board members, and those who prepare 
financial statements are all expected to have some 
degree of financial literacy. With publicly accountable 
entities in the process of migrating from Canadian GAAP 
to IFRS, maintaining financial literacy is a challenge. To 
help assess your financial literacy, Deloitte offers this 
interactive assessment. It will help you evaluate the 
elements of your financial literacy across four areas: 
Canadian GAAP, IFRS principles, internal controls and 
financial statements interpretation. 

Click here to access the online version of the assessment. 
A printed copy is also available upon request.

Webcasts

Beneath the numbers - A systems perspective on 
IFRS - Information systems are an integral part of the 
IFRS conversion process as data, reporting, and disclosure 
requirements change under IFRS. To accommodate these 
new standards, modifications may be required to source 
data, interfaces and the chart of accounts. Age and 
flexibility of current systems, as well as potential impacts 
to other systems and processes will drive decisions to 
replace or upgrade systems. Starting early and mapping 
out how your information systems will be impacted by 
IFRS are important first steps. This webinar provides you 
with tools to address information system challenges on 
your journey to IFRS conversion.

April 27, 2010 •	

View archive here

IFRS valuation requirements – A practical discussion 
of what you need to know  - The introduction of IFRS 
will put a considerable focus on the fair value of assets 
and liabilities. With reporting dates quickly approaching, 
it is important to understand where fair value determi-
nations are required, how they should be completed 
and whether your organization has the resources to 
undertake these fair value determinations. The webcast 
addresses key areas where fair value determinations are 
now required under IFRS and where they differ from 
current Canadian GAAP. The discussion covers both 
technical elements and practical implementation issues.

May 11, 2010•	  
View archive here

The “tax-ing” issues of IFRS transition  - As more and 
more companies have explored their own tax accounting 
under IFRS, almost all have seen their deferred tax balan-
ces change compared to those under Canadian GAAP 
and a number of interpretive issues have arisen compa-
red to positions previously taken. Many issues come with 
diverse views on the application of the standard; certain 
issues come with policy choices. The webcast addresses 
key Canadian GAAP – IFRS tax differences, selective 
interpretive issues, transition considerations and what to 
do next.

June 1, 2010 •	

View archive here

https://www.corpgov.deloitte.com/binary/com.epicentric.contentmanagement.servlet.ContentDeliveryServlet/CanEng/Documents/Deloitte%20Publications/IFRS_Publications.pdf
https://www.corpgov.deloitte.com/site/CanEng/template.LOGIN/
http://www.deloitte.com/ca/ifrs-assessment?src=caen_12h_cd_100
http://event.on24.com/eventRegistration/prereg/register.jsp?clientid=733&eventid=201753&sessionid=1&key=662B48D0EAA55A7177E221268EFE6082
http://event.on24.com/eventRegistration/prereg/register.jsp?clientid=733&eventid=205405&sessionid=1&key=545B4E7357F2AAC4460441EACDBE0D4C
http://event.on24.com/eventRegistration/prereg/register.jsp?clientid=733&eventid=211087&sessionid=1&key=AC1B90D395BA67F65833039F2E30BAAC
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International Round-up 
Updates and news from the IASB 

May 27, 2010 – Request for comment: US Financial Accounting Standards Board 
(FASB) Financial Instruments Exposure Draft (ED)

The FASB released a proposed Accounting Standards update containing proposals for a new comprehen-
sive standard on financial instruments. The IASB is asking their constituents to submit comment letters on 
the FASB proposal. Feedback will be helpful to the FASB when it re-deliberates its proposals and finalizes 
any requirements. The IASB will use that feedback when it considers how to reconcile any differences 
between IFRS requirements and US GAAP. Because this project is part of the global convergence project, 
it is important for the FASB to receive feedback on the proposed model from the international community. 
Under the FASB’s proposals, many financial assets and financial liabilities would be measured at fair value 
in the primary financial statements. This is different from the mixed measurement model that is used in 
IFRS 9 Financial Instruments for financial assets. The appendix to the FASB exposure draft contains a high 
level comparison of the boards’ respective approaches. Click here to access the FASB exposure draft, and 
here for Deloitte’s newsletter. Comment letters should be submitted directly to the FASB by September 
30, 2010. 

May 27, 2010 – IASB proposes improvements to the presentation of items of 
Other Comprehensive Income (OCI)

The International Accounting Standards Board (IASB) issued an exposure draft to improve the consistency 
of how items of OCI are presented. The proposal requires entities to present profit or loss and other 
comprehensive income in separate sections of a continuous statement. The IASB also proposes to group 
items in OCI on the basis of whether they will eventually be ‘recycled’ into the profit or loss section of 
the income statement. See Deloitte’s global newsletter. The proposals have been jointly developed with 
the FASB, who are also seeking comment on changes to the presentation of OCI as part of their financial 
instruments proposals. The comment deadline is September 30, 2010. 

May 31, 2010 – Canada Revenue Agency (CRA) announcements regarding the 
impact of IFRSs on financial statements

The CRA issued an Income Tax Technical Newsletter to provide guidance on how the requirement for 
publicly accountable enterprises (PAEs) to adopt IFRSs, will affect those their tax reporting. It is noted 
that the Income Tax Act (the Act) does not specify that financial statements must be prepared following 
any particular type of accounting principles or standards to determine profit. Additionally, where IFRS 

IFRS technical update – Keeping Current!   
This IFRS technical update provides some highlights relating to both developments in IFRSs over the last few months and IFRS transi-
tion in Canada. Combining technical expertise with practical experience this webcast discusses what’s new and what’s next, the IFRS 
opening balance sheet and a variety of other matters including regulatory developments.

June 22, 2010 •	

View archive here

Calgary

September 20, 2010•	

IASeminars – IFRS Hot Topics for Canadian Oil and Gas Entities

Click here for more information 

http://www.fasb.org/cs/ContentServer?c=Document_C&pagename=FASB%2FDocument_C%2FDocumentPage&cid=1176156904144
http://www.deloitte.com/assets/Dcom-UnitedStates/Local%20Assets/Documents/AERS/ASC/us_assur_HeadsUp_052810a.pdf
http://www.iasb.org/NR/rdonlyres/58DEA5EA-8CFC-45A7-910E-A55F9B7EA04F/0/EDOCIJune10.pdf
http://www.iasplus.com/iasplus/1006comprehensiveincome.pdf
http://www.cra-arc.gc.ca/E/pub/tp/itnews-42/itnews42-e.pdf
http://event.on24.com/eventRegistration/prereg/register.jsp?clientid=733&eventid=214626&sessionid=1&key=1B914F3F7706C3969CCB4B013256C177
http://www.iaseminars.com/en/event/?Code=1630&VenueID=31&EventTopicID=&EventSubTopicID
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statements are used by a particular entity, the CRA take the position that references to GAAP in the Act and 
in any Agency publications can be read as references to IFRS for those entities that report under IFRS. The 
published article also provides some of the impacts and examples of accounting changes arising from IFRS and 
the tax effects.

June 2, 2010 – IASB and FASB issue statement on their convergence work

The IASB and the FASB announced their intention to prioritize the major convergence projects to permit a 
sharper focus on issues and projects that they believe will bring about significant improvement and conver-
gence between IFRSs and US GAAP. The modified strategy retains a target completion date of June 2011 for 
many of the projects identified, including those projects, as well as other issues not in the Memorandum of 
Understanding (MoU), where a converged solution is urgently required. The target completion dates for a 
few projects have extended into the second half of 2011. The nature of the comments received on the EDs 
will determine the extent of the redeliberations necessary and the timeline required to arrive at high quality, 
converged standards. The IASB and the FASB have begun discussions on this proposed strategy with their 
respective oversight bodies and regulators. It is expected that this action by the FASB and IASB will not negati-
vely impact the United States Securities and Exchange Commission’s work plan, announced in February 2010, 
to consider in 2011 whether and how to incorporate IFRS into the US financial system. The boards expect to 
publish shortly a progress report that includes a revised work plan.

June 24, 2010 – IASB and FASB update G20 on project timetables

The IASB and FASB have submitted to the G20 leaders a Progress Report on Commitment to Convergence 
of Accounting Standards and a Single Set of High Quality Global Accounting Standards.  The progress report 
identifies and explains changes to the approach and timetables of a number of the boards’ joint projects.  The 
boards had previously announced their plan to make these changes on June 3, 2010 with three objectives:

Prioritize the major projects to permit a sharper focus on issues and projects that they believe will bring 1. 
about significant improvement and convergence of IFRS and US GAAP.

Phase the publication of EDs and related consultations to enable the broad-based and effective stake-2. 
holder participating in due process that is critically important to the quality of our standards. This includes 
limiting to four the number of significant or complex EDs issued in any one quarter.

Issue a separate consultation document seeking stakeholder input about effective dates and transition 3. 
methods.

A summary of the key changes from an IASB perspective are available on www.iasplus.com. Most notable 
is the indefinite deferral of the derecognition project.  Instead, the IASB will focus on issuing new disclosure 
requirements (Q3 2010) and addressing differences that currently exist between IFRS and US GAAP on balance 
sheet netting of financial assets and financial liabilities (ED due Q4 2010).   Other projects for which timing has 
been changed to a date later than originally scheduled include Leases, Financial Statement Presentation, Hedge 
Accounting, Financial Instruments with Characteristics of Equity and Emission Trading Schemes.

June 24, 2010 – IASB issues Revenue Recognition ED

The IASB and FASB have jointly issued an ED on Revenue from contracts with customers. If adopted, the 
proposals would supersede IAS 11 Construction Contracts and IAS 18 Revenue and related interpretations. The 
core principle proposed in the ED would require an entity to recognize revenue to depict the transfer of goods 
or services to customers in an amount that reflects the consideration that it expects to receive in exchange for 
those goods or services. The ED also specifies the accounting for contract costs. The comment period ends 
October 22, 2010.

June 25, 2010 – IASB updates its workplan

The IASB’s work plan, which details its best estimate of document publication dates of IFRSs, has been 
updated as of June 25, 2010, reflecting changes announced on June 24, 2010 and sent to the G20, as well as 
other changes to IASB-only projects. Click here for further details.

http://www.iasplus.com/crunch/1006mouprogress.pdf
http://www.iasplus.com/crunch/1006mouprogress.pdf
www.iasplus.com
http://www.iasb.org/NR/rdonlyres/EFA36EF7-238C-4C88-9C36-D6AACEB7762F/0/EDRevRecogSt0610.pdf
http://www.iasb.org/Current+Projects/IASB+Projects/IASB+Work+Plan.htm
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