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IASB NEWS 

Effective dates of new or revised Standards.  Some new IFRS and revised 
IAS will be mandatory for 2005, others not until later. Lists on page 3. 

Convergence.   IFAD study shows trend toward GAAP convergence (page 3). 

IASB roundtables on IAS 32 and 39.   108 commentators met with the 
Board over five days in March 2003.  Details on page 4. 

DTT comment letters to IASB.  Business combinations (page 5).  Share-
based payment (page 5).  Proposed IAS certification programme (page 5). 

Agenda project updates.   
q Share-Based Payment: page 6. 
q Business Combinations Phases I and II: page 6. 
q Revenue, Liabilities, and Equity: page 8. 
q First-Time Adoption of IFRS: page 8.   
q Amendments to IAS 32 and IAS 39: page 8.   
q Activities of Financial Institutions: page 9.   
q Income Statements (Performance Reporting): page 9.   
q Insurance Contracts – Phase I: page 10.   
q Convergence – Short-term Issues: page 11.   
q Improvements to IFRS: page 12. 
q IFRIC update: page 14. 

News from the Standards Advisory Council.  Page 15. 

News from IFAC:   IFAC Handbook 2003 (page 15).  IAASB annual report 
(page 15).  Quality of earnings (page 15).   

Upcoming meeting dates.   Page 16. 

IFRS-related news from the United States.  Differences between IFRS and 
US GAAP (page 16).  Congress hears about convergence (page 16).  FASB 
takes on stock options (page 17).  NASD discusses IFRS (page 17).  Alan 
Greenspan comments on IFRS (page 18).  PCAOB international news (page 
18).  Sarbanes-Oxley Act (page 19).  SEC reviews Fortune 500 (page 20).   

News about IFRS in Europe.  New accounting directives (page 21).  Process 
for endorsing IFRS (page 21).  Transparency directive (page 21).  CESR 
standard on enforcement of IFRS (p age 22).  Use of IFRS in new EU member 
states and three EAA countries (page 22).  UK convergence handbook (page 
22).  German standard setter reorganises (page 23).   

IAS/IFRS adoptions .  Guatemala, Singapore, Australia, New Zealand, 
Bulgaria (page 23).  Russia, Estonia, Canada, Vietnam (page 24).   

New publications from Deloitte Touche Tohmatsu.  Key issues in 
implementing IFRS (page 25).  Chinese model IFRS financial statements 
(page 25).  Transition to IFRS by property companies (page 25) and 
publishing companies (page 25).  IAS in your Pocket in Spanish and in 
Finnish (page 26).  Transition to IFRS by manufacturing companies (page 
26).  Transition to IFRS in Danish (page 26).  Audit committees (page 27).  
Expensing stock options (page 27).   
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You can always find an up -to-date 
timetable at: 
www.iasplus.com/ 
agenda/timetabl.htm. 
 

TIMETABLE FOR IASB PROJECTS 

During the first quarter of 2003, the IASB did not publish any exposure 
drafts or final Standards.  Nor did IFRIC publish any draft Interpretations or 
final Interpretations.  The Board did make certain changes to its project 
timetable, in particular: 

Improvements:   Final Standards in 2nd quarter 2003 (was 1st quarter)  
Deposit-Taking, Lending, and Securities Activities:  Exposure draft in 
3rd quarter 2003 (was 2nd quarter)  
Income Statements (Reporting Performance):   Exposure draft in 4th 
quarter 2003 (w as 1st half)  

Business Combinations Phase II – Application of the Purchase Method: 
Exposure draft in 2nd quarter 2003 (was 1st quarter)  
Insurance Contracts Phase I:   Exposure draft in 2nd quarter 2003 (was 1st 
quarter)  
Concepts: Revenue Recognition, Liabilities, and Equity:  Exposure draft 
in 3rd quarter 2003 and final Standard 2004 (a timetable had not been 
announced previously)  
Convergence – Short-term Issues:  Exposure draft in 3rd quarter 2003 and 
final Standard 2004 (a timetable had not been announced previously).  

 
TIMETABLE FOR IASB’S ACTIVE AGENDA PROJECTS  

Business Combinations – Phase I q Exposure Drafts were issued December 2002 
q Final Standards in 4th quarter 2003 

Business Combinations – Phase II: 
Application of the Purchase Method 

q Exposure Draft in 2nd quarter 2003 

q Final Standard in 2004 

Consolidation (Including Special Purpose Entities) q Timetable not yet established 

Convergence – Short-term Issues q Exposure Draft in 3rd quarter 2003 
q Final Standard in 2004 

Convergence – Other Issues q Timetable not yet established 

Disclosure and Presentation of Activities of 
Financial Institutions 

q Exposure Draft in 3rd quarter 2003 
q Final Standard in 2004 

First -Time Adoption of IFRS q Exposure Draft was issued July 2002 

q Final Standard in 2nd quarter 2003 

IAS 32 and IAS 39 Amendments q Exposure Draft was issued June 2002 
q Final Standard in 3rd quarter 2003 

Improvements to International Accounting 
Standards 

q Exposure Draft was issued in May 2002 
q Final Standards in 2nd quarter 2003 

Income Statements (Performance Reporting) q Exposure Draft in 4th quarter 2003 
q Final Standard in 2004 

Insurance Contracts – Phase I q Exposure Draft in 2nd quarter 2003 
q Final Standard in 2004 

Insurance contracts – Phase II q Timetable not yet established 

Revenue Recognition, Liabilities and Equity: 
Concepts 

q Exposure Draft in 3rd quarter 2003 
q Final Standard in 2004 

Share-Based Payment q Exposure Draft was issued in November 2002 

q Final Standard in 4th quarter 2003 
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2005 is a key year, of course, 
because nearly all 7,000 listed 
companies in Europe will be 
required to adopt IFRS in 2005.  
Standards mandatory for 2005 
will, therefore, be part of the first-
time IFRS adoption process for 
those 7,000 companies.  
Comparative financial statements 
and notes for 2004 must also be on 
an IFRS basis. 

EFFECTIVE DATES OF NEW OR REVISED 
STANDARDS 

The IASB has announced that the following new or revised standards will 
be mandatory for 2005:  

q Business Combinations – Phase I and Phase II  
q Convergence – Short-term Issues  
q First-Time Adoption of IFRS  
q Improvements to Existing IFRS  
q Amendments to IAS 32 and IAS 39  
q Insurance Contracts Phase I  
q Share-Based Payment  

The Board also announced that while it hopes to complete the following 
projects in 2004 or early 2005, they would not be mandatory for 2005 year-
ends, though early adoption would be encouraged:  

q Consolidation, Including Special Purpose Entities  
q Deposit-Taking, Lending, and Securities Activities  
q Income Statements (Performance Reporting)  
q Post-Employment Benefits (part of the Convergence project)  
q Revenue Recognition, Liabilities, and Equity 
q Segment Reporting (part of the Convergence project)  

 
This is the third annual study of 
national GAAPs and IFRS 
conducted by the large accounting 
firms under the auspices of the 
International Forum for 
Accountancy Development 
(IFAD).  You can find links to 
them all on our IFAD page: 
www.iasplus.com/ 
resource/ifad.htm 

STUDY SHOWS GLOBAL TREND TOWARD GAAP 
CONVERGENCE 

A study conducted jointly by the world’s six largest accountancy firms, 
including Deloitte Touche Tohmatsu, shows a marked leap toward 
worldwide convergence with IFRS from previous years.  The study, titled 
GAAP Convergence 2002, examines the current and planned adoption of 
IFRS in 59 countries.  In 58% of the countries surveyed, national accounting 
standards will be replaced with IFRS for all listed companies, except where 
national issues remained not covered by the new standards.  Another 22% 
said they were adopting IFRS on a standard by standard basis, and a further 
20% said they were eliminating differences betw een national standards and 
IFRS as and when practical.   

57% of those planning to adopt IFRS were driven by a government or 
regulatory requirement and 13% by standard setters.  51% of the 59 
countries indicated that the complex nature of some of the international 
standards – in particular, those relating to financial instruments, and others 
incorporating fair value accounting – is a barrier to convergence in their 
country.  

In addition, 49% of the countries surveyed also cited the tax-driven nature 
of their national accounting regime as a hurdle.  Consequently, many 
countries are at present limiting implementation of IFRS to listed 
companies, rather than extending it to all companies. 

Survey respondents also stressed the importance of getting better and more 
timely access to national language translations of the new standards and 
interpretations.  While translations of IAS were available in 70% of the 
countries covered, in many cases the translations were not sanctioned by the 
IASB, and in nearly one-third of the countries where IFRS are available in 
the national language, the translations were not considered to be available 
quickly enough.  Another area of challenge identified was the availability of 
IFRS training, for which demand is expected to build up significantly as the 
world moves towards new standards. 
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In July 2002, the IASB proposed 
some major changes to IAS 32 and 
IAS 39 on financial instruments.  
The principal changes would: 

q Allow an entity to designate any 
financial instrument (including 
its own outstanding debt) 
irrevocably at initial recognition 
as an instrument to be measured 
at fair value, with changes in 
fair value recognised in profit or 
loss.   

q Allow an entity to designate any 
originated loans and receivables 
as available for sale, resulting in 
measuring them at fair value in 
the balance sheet. 

q Require that all fair value 
changes for available-for-sale 
financial instruments be 
recognised as a separate 
component of equity, with 
‘recycling’ through net profit or 
loss when the financial asset is 
sold.   

q Add guidance for recognising 
impairment losses in groups of 
loans.   

q Prohibit reversal of impairment 
losses previously recognised for 
available-for-sale financial 
assets.   

q Treat hedges of firm 
commitments as fair value 
hedges, not as cash flow hedges.   

q Prohibit ‘basis adjustment’ for 
hedges of forecasted 
transactions, though continue to 
require basis adjustment for fair 
value hedges.   

q Establish the principle of ‘no 
continuing involvement’ for 
deciding whether a financial 
asset should be derecognised.  
Derecognition would not be 
permitted to the extent that the 
entity could, or could be 
required to, reacquire control of 
the transferred asset, or could 
receive or be required to pay 
compensation based on the 
performance of the asset. 

 

IASB HOLDS ROUNDTABLES ON IAS 32 AND IAS 39 

The IASB held public roundtable discussions of its exposure draft of 
proposed amendments to IAS 32 and IAS 39 in Brussels and London from 
10 to 14 March 2003.  The purpose of the forums was to provide an 
opportunity for the Board and constituents to meet and discuss issues raised 
in the comment letters on the IASB’s exposure draft.  These were not 
decision-making meetings of the Board.  Rather, they were intended to help 
increase the Board’s understanding of various constituent views and, 
hopefully, lead to mutually acceptable solutions.  A total of 108 respondents 
to the exposure draft participated in the roundtables.  

There were nine sessions of roundtable discussions, each with a different 
group of constituents.  However, all of the discussions covered similar topic 
areas and the issues raised in each session generally were similar, with the 
exception of the last two sessions, which were focused on issues related to 
insurance companies.  

In general, the area of greatest concern to those representing retail banks 
was hedging.  In particular they sought the possibility of hedging the net 
interest rate position of a portfolio of assets and liabilities as a fair value 
hedge.  Investment banks were less concerned about macro-hedgi ng and 
more concerned about derecognition.  Most wanted a risks and rewards 
approach to derecognition, but when queried by Board members on a simple 
derecognition example they could not agree amongst themselves what the 
answer would be under the risks and rewards approach.  Thus, this 
suggestion did not provide the Board with a definitive solution.  

Insurance companies were concerned about the interaction of the scopes of 
IAS 39 and the definition of an insurance contract in the first phase of the 
IASB’s insurance project.  In addition, they pushed for the Board to relax its 
provisions with respect to the held-to-maturity classification for insurance 
companies to permit them to have assets that were funding insurance 
liabilities to be accounted for as held to maturity, even though an unforeseen 
event might require them to sell the assets at some point in the future. 

A number of constituents raised issues with derecognition, the portfolio 
approach to impairment, the fair value hierarchy guidance in IAS 39, and 
the debt-equity classification. The recurring themes were: 

q The Board should not move to a continuing involvement approach since 
it introduces a new approach to derecognition that has not been field-
tested.  Instead, most supported retaining the guidance in IAS 39 as it 
is, along with the Implementation Guidance Committee Q&As. 

q The impairment approach needs to state definitively that it is an 
incurred -loss model, and the guidance in the draft standard should be 
revised accordingly.  In addition the Board sho uld only provide the 
objective or principle in the standard and leave the methodology for 
calculating impairment to develop in practice. 

q The wording of the fair value hierarchy is too restrictive with respect to 
the use of valuation models for determining fair values.  

q The debt-equity guidance is inconsistent with the IASB Framework.  In 
addition, most who responded to the issue would draw the line 
differently.  Some would not require any obligation settled in shares to 
be classified as a liability.  Others would classify as liabilities only 
those that included a net share settlement or net cash settlement option. 

q Many wanted the Board to expand its guidance on when economic 
compulsion creates an obligation. 
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 DTT COMMENT LETTERS TO IASB  

Main proposals in the Business 
Combinations EDs: 

q Purchase method would be used 
for all business combinations; 
uniting (pooling) of interests 
prohibited. 

q Goodwill and other intangible 
assets with indefinite lives would 
not be amortised, but they would 
be tested for impairment at least 
annually. 

q Amortisation continues for 
finite-lived intangible assets; no 
presumption of a maximum life. 

q Negative goodwill will be an 
immediate gain. 

q Minority’s share of acquired 
assets measured at fair value. 

q Minority interest reported within 
equity in the balance sheet. 

WE COMMENT ON IASB’S BUSINESS COMBINATIONS 
EXPOSURE DRAFTS 

Deloitte Touche Tohmatsu has submitted comments to the IASB on ED 3, 
Business Combinations, and related exposure draft of proposed amendments 
to IAS 36, Impairment of Assets, and IAS 38, Intangible Assets.  Overall, 
we support the proposals.  However, we are concerned with some aspects, 
such as the subsequent accounting for contingent liabilities, the prohibition 
on amortising goodwill in all circumstances, the proposed treatment for 
negative goodwill, and the determination of cash -generating units.  

We are also concerned with the timing of the various projects on business 
combinations.  An exposure draft on application of the purchase method, 
being developed jointly with the FASB, is expected in the second quarter of 
2003, with a final IFRS in 2004.  Based on the IASB’s tentative decisions in 
that project, certain principles may contradict or significantly alter the 
decisions in ED 3.  Therefore, we suggest delaying issuance  of a final 
standard until completion of the project on the application of the purchase 
method – to minimise any confusion with the issuance of two standards on 
business combinations within a short period of time.  

Main proposals in ED 2: 

q All share-based payment 
transactions recognised at fair 
value. 

q Expense recognised when the 
goods or services received are 
sold or consumed. 

q Same standards for all entities, 
listed and non-listed. 

q Measure fair value at grant 
date: 
– For employee options based 
on fair value of option using an 
option pricing model that takes 
into account vesting conditions; 
– For shares or options given to 
non-employees, normally based 
on fair value of goods or 
services received. 
 

 

DELOITTE TOUCHE TOHMATSU COMMENT LETTER ON ED 2, 
SHARE-BASED PAYMENT 

Deloitte Touche Tohmatsu has submitted comments to the IASB on ED 2, 
Share-Based Payment.  Our comments expressed the following principal 
conclusions: 

q Share-based payments should be measured and recognised at fair value.  
Share-based payments to employees represent an element of 
compensation.  The most relevant measurement of that compensation is 
fair value.  

q Share-based payments should be expensed over the period that the 
related service is provided.  

q Share-based payments should be measured at grant date, being the date 
the parties are committed to the transaction.  

q No adjustment should be made to fair value for vesting conditions.  
q Expensing should stop if the employee leaves and consequently stops 

providing services.  
q Minimum value should be used for unlisted entities.  
q For transactions involving the exchange of goods directly for equity, a 

measurement date does not occur until the exchange actually occurs 
(not at an earlier agreement date).  

 
You can download the 
consultation paper at: 
www.iasb.org.uk/ 
docs/trustees/iascf0212.pdf 

You can download the Deloitte 
Touche Tohmatsu comment letter 
on the certification programme 
(and all other DTT comment 
letters to IASB and IASC) from 
this link: 
www.iasplus.com/ 
links/comment.htm 

 

COMMENTS ON PROPOSED IAS CERTIFICATION PROGRAMME 

In December 2002, the IASC Foundation published a consultation paper on 
an IAS/IFRS Testing and Certification Programme.  The paper proposed 
creating a two-tier proficiency test that would offer a certificate (first tier) 
and a diploma (second tier) to those who pass.  The first tier would test the 
candidate’s knowledge and understanding of the standards.  The second tier 
would assess the candidate’s ability to apply the standards and to recognise 
issues of interpretation.  Neither award would constitute a licence or 
endorsement to practice but would simply indicate the level of proficiency 
achieved by the holder. 

The Deloitte Touche Tohmatsu letter of comment on the proposed testing 
and certification programme expressed some concerns about the issues 
raised in the proposal and set out a suggested short - and medium -term way 
forward.   
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Here is the link to download the 
entire IASCF 2002 annual report: 
www.iasb.org.uk/ 
docs/trustees/ar2002.pdf 

IASC FOUNDATION’S 2002 ANNUAL REPORT  

The IASC Foundation (under which the IASB operates) has published its 
annual report for 2002.  It includes reports of the Chairman of the Trustees 
(Hon. Paul Volcker) and Chairman of the IASB (Sir David Tweedie); 
audited financial statements; and a list of contributors to IASCF.   

An observer from Deloitte Touche 
Tohmatsu attends every IASB 
meeting, and we publish the 
Board’s tentative decisions on our 
web site, www.iasplus.com ,  
usually the next day. 

IASB AGENDA PROJECT UPDATES 

On the next several pages, we note some of the key decisions made by the 
Board in the first quarter of 2003 on its agenda projects.  More detailed 
project information can be found on our web site and on the IASB’s web 
site. 
 

You can download the Deloitte 
Touche Tohmatsu comment letter 
on ED 2 from this link: 
www.iasplus.com/ 
links/comment.htm 

PROJECT UPDATE: SHARE-BASED PAYMENT 

Status.  Exposure Draft issued in November 2002.  Comments were due 7 
March 2003.  In the left sidebar to our story on the Deloitte Touche 
Tohmatsu letter of comm ent on ED 2 (page 5) we highlight the key 
proposals in ED 2. 

FASB action.  FASB invited comments on ED 2, as did many of the 
world’s major national standard setters.  As a result of the comments 
received, FASB has added accounting for stock options to its agenda. 

Interest of the US Congress.  Please see the story on page 17. 

National standard-setters’ comments to IASB.  In their letters of 
comment on ED 2, both the Canadian and German accounting standards 
boards expressed support for expensing stock options and for measuring 
them at the fair value of the options granted.  

What’s next?  Final standard in fourth quarter of 2003, effective for 2005. 

You can download the Deloitte 
Touche Tohmatsu comment letter 
on ED 3 and the related EDs on 
impairment and intangible assets 
from this link: 
www.iasplus.com/ 
links/comment.htm 

PROJECT UPDATE: BUSINESS COMBINATIONS PHASE I 

Status.  Exposure Drafts were issued in December 2002, one proposing a 
new IFRS to replace IAS 22, Business Combinations, and the other 
proposing amendments to IAS 36, Impairment of Assets, and IAS 38, 
Intangible Assets.  The comment deadline ended 4 April 2003.  In the left 
sidebar to our story on the Deloitte Touche Tohmatsu comment letter to the 
IASB (page 5) we highlight the key proposals. 

What’s next?  Final standards in fourth quarter of 2003, effective for 2005. 

FASB is taking the lead on the 
“application of the purchase 
method” project.  You will find 
their project summary at: 
www.fasb.org/ 
project/index.shtml 

PROJECT UPDATE: BUSINESS COMBINATIONS PHASE II 

Status.  Phase II of IASB’s Business Combinations project has three 
components: 

q Issues related to the application of the purchase method. 
q Accounting for business combinations in which separate entities or 

operations of entities are brought together to form a joint venture, 
including consideration of “fresh start accounting”. 

q Issues that were excluded from phase I: 
– Business combinations involving entities (or operations of entities) 
under common control, 
– Business combinations involving two or more mutual entities (such as 
mutual insurance companies or mutual cooperative entities), and  
– Business combinations in which separate entities are brought together 
to form a reporting entity by contract only without the obtaining of an 
ownership interest. 
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 The first component is now an active IASB project being conducted jointly 

with FASB, with a goal of achieving convergence in the procedures for 
applying the purchase method.  The two boards have agreed on the 
following working principle: 

In a business combination the total amount to be recognized by the 
acquirer should be the fair value of the acquiree.  Assuming an 
exchange of equal values, that amount may be measured through 
direct measurement of the fair value of the acquiree or based on the 
fair value of the consideration paid, whichever is more clearly 
evident of the fair value of the acquiree. 

Recent decisions.   Building on the working principle, the IASB has made 
some tentative decisions, including these: 

q If less than a 100% interest is acquired, the acquirer should recognise 
all of the goodwill of the acquiree, not just the acquirer’s share. 

q Minority interests in the net assets of a subsidiary should be presented 
in the consolidated balance sheet within equity separate from the parent 
shareholders’ equity. 

q In the income statement, both net profit or loss attributable to minority 
interests and net profit or loss attributable to the controlling interest 
should be presented on the face of the consolidated income statement, 
in addition to pres enting consolidated net profit or loss. 

q If a business combination is achieved by a series of share purchases (a 
step acquisition), at the time control is obtained the carrying amount of 
the acquirer’s previous investment should be increased to its fair value 
on that date, with gain or loss recognised. 

q Subsequent increases or decreases in ownership interests in a subsidiary 
without loss of control should be accounted for as equity transactions 
(no gain or loss recognised). 

q If a parent loses control of a subsidiary, either by selling its investment 
or by the subsidiary selling shares to third parties, gain or loss should be 
recognised. 

q Costs directly attributable to a business combination are not part of the 
fair value of the exchange transaction and, therefore, should be 
excluded from the cost of the business combination.  

q Equity instruments issued in a business combination should be 
measured at acquisition date (date control passes), not at agreement 
date. 

q Fair value measurement hierarchy:  
– Level 1: Observable market price for an identical item at or near the 
measurement date. 
– Level 2: Observable market prices for similar items, appropriately 
adjusted. 
– Level 3: Other valuation techniques that incorporate assumptions that 
marketplace participants would use or, if that information is not 
available, the entity’s assumptions. 

q Fair value of liabilities assumed should reflect the credit risk of the 
combined entity only to the extent that marketplace participants believe 
the fair value has been altered by the business combination. 

q Fair value of post-employment benefit obligations assumed should be 
based on the actuarial assumptions of the acquirer. 

What’s next?  Exposure draft in second quarter of 2003, final standard in 
2004, effective for 2005. 
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This is a joint project with the 
FASB.  You will find their project 
summary at: 
www.fasb.org/ 
project/index.shtml 

PROJECT UPDATE: REVENUE, LIABILITIES, AND EQUITY 

Status.  This project addresses three interrelated issues: 

q Distinction between liabilities and equity.  
q Definition of and recognition criteria for liabilities.  
q General principles for recognising revenue.  

The IASB is focusing first on the revenue recognition component in a joint 
project with the FASB.  The primary objective is to develop a 
comprehensive set of principles for revenue recognition that will eliminate 
the inconsistencies in the existing authoritative literature and accepted 
practices.  The project is in the study phase, with no decisions yet made. 

What’s next?  The project is likely to lead to revisions of both the IASB 
Framework and IAS 18, Revenue, with an exposure draft in 2003 and final 
IFRS in 2004, but not effective until after 2005.  

 

You can download the Deloitte 
Touche Tohmatsu comment letter 
on ED 1 from this link: 
www.iasplus.com/ 
links/comment.htm 

PROJECT UPDATE: FIRST-TIME ADOPTION OF IFRS 

A new name for the project.   The final standard will be called First-Time 
Adoption of IFRS.  ED 1’s title was First-Time Application of IFRS.  

Status.  ED 1 was issued in July 2002.  Comment deadline ended 31 
October 2002.  Under ED 1, a first-time adopter would comply with the 
latest version of each IFRS, with limited exemptions.  

Recent decisions.   ED 1 had proposed that some of the exemptions would 
require the first-time adopter to conclude that co mpliance with certain 
IFRSs would involve undue cost or effort.  At its March 2003 meeting, the 
Board agreed that none of the exemptions would require a first-time adopter 
to demonstrate undue cost or effort.  In the final IFRS, most choices will be 
free choices, but that would not include hedge accounting, derecognition, 
and estimates.   

What’s next?  The IASB expects to issue a final IFRS in the second quarter 
of 2003, effective for a company’s first IFRS financial statements for a 
period beginning on or after 1 January 2004, earlier application encouraged.  

You can download the Deloitte 
Touche Tohmatsu comment letter 
on the IASB’s proposed 
amendments to IAS 32 and IAS 39 
from this link: 
www.iasplus.com/ 
links/comment.htm 

PROJECT UPDATE: AMENDMENTS TO IAS 32 AND IAS 39, 
FINANCIAL INSTRUMENTS 

Status.  Exposure draft issued in July 2002 proposing some major changes 
to IAS 32 and IAS 39 on financial instruments.  In the left sidebar to our 
story on the IASB’s roundtables on IAS 32 and IAS 39 (page 4) we 
highlight the principal changes. 

Discussion with SAC.  Nearly all of the IASB’s two-day meeting with its 
Standards Advisory Council on 24-25 February 2003 was devoted to the 
proposed changes to IAS 32 and IAS 39. 

Public roundtables.  Over 100 respondents presented their views in face-
to-face discussions with the IASB at public roundtable discussions in 
Brussels and London from 10 to 14 March 2003 (story on page 4). 

Recent decisions (after the roundtables).   

q Derecognition. The Board has authorised the staff to revert to the 
existing IAS 39 approach to derecognition, rather than the “no 
continuing involvement” approach, and to incorporate the IGC 
guidance on derecognition into the revised standard. 

q Hedging.  The staff is exploring whether the hedging provisions can be 
modified to permit intra-group hedging, provided that any profit or loss 
arising from these transactions is eliminated, and the use of non-
derivative instruments as hedging instruments.  They are also exploring 
the possibility of eliminating cash flow  hedges.  

What’s next?  Final standards in third quarter of 2003, effective for 2005. 
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The replacement for IAS 30 will 
focus on activities (deposit-taking, 
lending, and securities business) 
regardless of the type of entity that 
undertakes those activities. 
 

PROJECT UPDATE: ACTIVITIES OF FINANCIAL INSTITUTIONS 

Status.  The Board has agreed on a financial risk disclosure principle, which 
states that a financial institution should disclose information that enables 
users of its financial statements to evaluate the nature and extent of the 
entity’s exposure to financial risks during the reporting period. 

To apply that principle, qualitative and quantitative information would be 
required about:  

q credit risk,  
q quality of assets – past due and impaired financial assets,  
q liquidity risk, and  
q market risk.  

The Board has also tentatively agreed to require disclosure of capital 
requirements imposed by external parties (for example, a regulator).  

The IASB’s advisory committee on this project had recommended certain 
operational risk disclosures that the Board has concluded would better be 
addressed in the IASB’s planned project on narrative reporting (MD&A).  

Regarding balance sheet and income statement disclosures, the Board has 
expressed tentative agreement with the following proposed disclosures:  

q balance sheet amounts based on the measurement basis of the financial 
asset and/or financial liability,  

q income statement amounts based on the measurement basis of the 
financial asset and/or financial liability, and  

q information about the loan loss allowance account. 
 
What’s next?  An exposure draft is planned for third quarter 2003.  The 
Board has indicated, however, that it does not expect to make a final 
standard mandatory in time for 2005 financial reporting. 

 PROJECT UPDATE: INCOME STATEMENTS  

A new name for the project.   The project had previously been called 
Performance Reporting.   

Status.  The following represents the Board’s tentative thinking about the 
format of the income statement:  

 Column 1 
Total 
(Column 2 + 
Column 3) 

Column 2 
Income and 
Expenses  
Other than 
Remeasurements 

Column 3 
Income and 
Expenses 
Resulting from 
Remeasurements 

Operations xxx xxx xxx 

Financing xxx xxx xxx 

Income Taxes xxx xxx xxx 

Discontinuing 
Operations 

xxx xxx xxx 

Net Income  or 
Comprehen-
sive Income 

xxx xxx xxx 

Recent decisions.   This format would apply to all companies in all 
industries.  Subtotals within comprehensive income (for example, ‘operating 
profit’) will be prohibited except when they are subtotals of other amounts 
required to be displayed on the face.  There would be no ‘recycling’ of items 
across columns or rows from one period to another. 

What’s next?  IASB staff are currently field-testing the proposal 
worldwide.  An exposure draft is planned for fourth quarter 2003.  The 
Board has indicated, however, that it does not expect to make a final 
standard mandatory in time for 2005 financial reporting. 
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In May 2002, the IASB decided to 
split the insurance contracts 
project into two phases, so that 
European (and other) insuran ce 
companies that will be adopting 
IFRS for the first time as of 2005 
will have some guidance on how to 
apply existing IASs and IFRSs to 
insurance contracts.  Phase II is a 
comprehensive project on 
accounting for insurance 
contracts taking a fresh look at all 
issues.   

An Exposure Draft on Phase I is 
planned for the second quarter of 
2003, with a final IFRS in 2004.  
The IASB has not yet set a 
timetable for Phase II. 

PROJECT UPDATE: INSURANCE CONTRACTS – PHASE I 

Status.  The insurance contracts project has been carried forward from the 
former IASC.  It was a comprehensive project addressing all issues on 
accounting for insurance contracts.  However, at its May 2002 meeting, the 
IASB agreed to split the project into two phases, so that some components 
can be put in place by 2005 without delaying the rest of the project.   

The first phase is addressing the application of existing IFRSs to companies 
that issue insurance contracts.  Phase II is now the comprehensive project.  
Also, the Board is trying to avoid requiring changes in Phase I that might be 
reversed in Phase II.  Moreover, the Board does not intend to develop 
specific recognition and measurement requirements in Phase I for most 
aspects of insurance contracts. 

In the January 2003 edition of this newslet ter, we presented a 
comprehensive summary of Phase I, particularly of the scope and 
definitional issues.  We noted the Board’s tentative conclusions on some 
existing practices as follows: 

q Catastrophe provisions.  Will not be allowed.  
q Loss recognition cost s.  If there is a loss recognition requirement in 

local GAAP that does not smooth the effect of the loss and that is based 
on a current estimate of future cash flows, that requirement should be 
applied.  Otherwise IAS 37 should be applied to determine a minimum 
liability.  

q Embedded value.  If it is acceptable in local GAAP, then it can be 
used.  

q Offsetting of reinsurance.  Reinsurance should be accounted for on a 
gross basis and not offset.  

q Effect of reinsurance on measurement.   The taking of reinsurance 
would not change the measurement basis of the original insurance 
contract, but it may provide more information in determining 
measurement.  

q Uniform accounting policies.  An entity’s use of uniform accounting 
policies for all insurance contracts will not be required if its past 
practice has been otherwise; but there will be a requirement to disclose 
the different components subject to the differing policies.  

Recent decisions.   Among the additional tentative decisions made by the 
Board during the first quarter of 2003 are these: 

q Unbundling.  To the extent that the cash flows in an insurance contract 
are not affected by an insured risk, the contract contains an investment 
contract component (sometimes called the ‘deposit component’) that 
must be ‘unbundled’ and accounted for separately as a financial 
instrument. 

q Investment contracts.  Under IAS 39 as it currently stands, the issuer 
generally treats the investment contract component of an insurance 
contract as a held-to-maturity investment carried at amortised cost.  
Under IAS 39 as it is proposed to be amended, however, the issuer will 
have a choice of measuring investment contracts either at amortised 
cost or at fair value.  The Board agreed that insurance investment 
contracts should be treated the same as other financial instruments 
under IAS 39, including related transaction costs.  

q Embedded derivatives.  A derivative embedded in an insurance 
contract (such as an equity-indexed return or a guaranteed interest rate 
in a life contract) should be accounted for as a separate derivative under 
IAS 39 if either (a) it is ‘out of the money’ at issuance or (b) it is 
leveraged.  The cash surrender value of a life insurance contract is an 
embedded derivative (a put), but since its risks are closely related to 
those of the host insurance contract, it is not an embedded derivative 
that must be separated.  
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 PROJECT UPDATE: INSURANCE CONTRACTS – PHASE I, 

continued 

q Disclosure.  The Board has tentatively accepted three disclosure 
principles: 

– An insurer should disclose information that identifies and explains the 
insurance-contract-related amounts reported in the balance sheet, 
income statement, and cash flow statement.  
– An insurer should disclose information that helps users understand the 
estimated amount, timing, and unc ertainty of future cash flows from 
insurance contracts.  
– An insurer should disclose the fair value of its insurance assets and 
insurance liabilities (obligations and rights arising under insurance 
contracts).  However, disclosure would not be required for dates before 
31 December 2005.  Thus, an insurer adopting IFRSs for calendar year 
2005 would disclose the fair value of its insurance assets and insurance 
liabilities at 31 December 2005, but would not need to disclose their 
fair values at 31 December 2004.  

What’s next?  For Phase I, an exposure draft in the second quarter of 2003, 
with a final standard in 2004, effective for 2005.  The IASB has not 
established a timetable for Phase II.  

 
FASB has on its agenda a similar 
short-term convergence project.  
You will find their project 
summary at: 
www.fasb.org/ 
project/index.shtml 

CONVERGENCE – SHORT-TERM ISSUES: IFRS AND US GAAP 

Status.  The objective of this project is to eliminate a variety of differences 
between International Financial Reporting Standards and US GAAP.  The 
project, which is being done jointly by FASB and IASB, grew out of an 
agreement reached by the two boards in September 2002.   

Some of the differences that are being considered in this project are ones 
that arose as a result of recent IASB exposure drafts.  These include 
classification of liabilities as current or noncurrent, asset exchanges, 
voluntary accounting changes, and revisions to IAS 32 and IAS 39.  The 
IASB is taking a close look at these as it redeliberates the EDs. 

Other differ ences have arisen in statements recently issued by FASB.  These 
include the definition and presentation of discontinued activities; costs 
associated with exit or disposal activities (including provisions for 
restructuring costs), assets held for sale, and government grants. 

Still other differences are more long-standing but may be capable of 
resolution in a relatively short time.  These include idle capacity and 
spoilage costs of inventories; accounting policies, changes in estimates, and 
errors; depreciation of assets held for disposal or idle; application of the 
temporary difference approach to income taxes; construction contracts; 
investments in joint ventures; interim financial reporting; and research and 
development costs.   

What’s next?  An exposure draft in the third quarter of 2003, with a final 
standard in 2004, effective for 2005.   
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The Board’s timetable calls for 
final revised Standards to be 
issued by the middle of 2003. 

PROJECT UPDATE: IMPROVEMENTS TO IFRS  

Status:  In May 2002, the IASB published an exposure draft of proposed 
amendments to 15 standards and consequential amendments to a number of 
other standards.  The Board received over 150 letters of comment on its 
exposure draft.  It began its consideration of those comments at meetings in 
November and December 2002.   

Recent decisions.  During the first quarter of 2003, the Board discussed the 
comments further at its February 2003 meeting and made the following 
tentative decisions: 

IAS 1, Presentation of Financial Statements  

q Require a subtotal for net profit and loss attributable to controlling 
shareholders on the face of the income statement.  As a result, profits 
associated with controlling and minority shareholders must be 
presented separately on the face of the income statement.  

IAS 2, Inventories  

q Retain the requirement to prohibit LIFO. 
q Retain the requirement to reverse impairment losses recorded on 

inventory.  
q Allow producers and brokers who deal in commodities to measure 

inventories at “fair value less cost to complete and sell” (that phrase 
will replace “net realisable value”). 

IAS 8, Accounting Policies, Changes in Accounting Estimates and 
Errors, and 
IAS 10, Events after the Balance Sheet Date, and 
IAS 15, Information Reflecting the Effects of Changing Prices 

q Retain unchanged all of the proposals in the exposure draft relating to 
the three standards above. 

IAS 16, Property, Plant and Equipment  

q Clarify that the components approach is a method of getting a more 
precise calculation of depreciation.  An entity should use its best 
judge ment as to how small the components should be for an accurate 
calculation of depreciation.  

q Clarify that if repair or replacement of an item that is not a separate 
component occurs, that amount should be expensed.  If the asset is a 
separate component, then that amount should be capitalised and the 
replaced asset should be written off.  

q Require re-estimation of residual values of property, plant, and 
equipment on an annual basis.  

IAS 21, The Effects of Changes in Foreign Exchange Rates  

q Require that an entity’s functional currency should be the currency of 
the primary economic environment in which it operates.  

q Clarify that there is no such thing as a “group functional currency”. 
q Require disclosure of why an entity has changed its functional currency, 

if applicable.  
q Permit a reporting entity to present its financial statements in any 

currency.  However, this is a convenience translation from the 
functional currency of the entity that should be translated at the spot 
rate.  The final standard will clearly distinguish between a presentation 
currency and a convenience translation.  

q Reaffirmed deletion of the allowed alternative in paragraph 21 of IAS 
21 to capitalise certain exchange differences.  
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 PROJECT UPDATE: IMPROVEMENTS TO IAS, continued 

q Treat goodwill and fair value adjustments to assets and liabilities of a 
foreign operation as assets and liabilities to be translated at the closing 
rate.  On this issue, the Board decided to allow prospective application 
(but permit retrospective application) for acquisitions after the effective 
date that give rise to goodwill.  

q Retain the ‘net investment’ exception to reporting changes in the 
exchange rate in the profit and loss accounts.  

IAS 24, Related Party Disclosures  

q Require disclosure of management compensation.  The staff will 
develop a working definition of management compensation, which the 
Board suggested should include stock compensation and use of 
company assets.  

q Delete paragraph 3 of the exposure draft – disclosures of related party 
transactions between consolidated entities.  The Board’s view is that if 
transactions are eliminated in the financial statements presented, those 
transactions need not be disclosed.  However, if transactions are not 
eliminated, then those transactions must be disclosed.  

IAS  33, Earnings Per Share  

q Withdraw the approach to calculating annual EPS in the exposure draft 
based on taking an average of the interim periods presented and replace 
it with an accumulative method approach.  The Board noted that not all 
jurisdictions have similar interim reporting requirements and therefore a 
different EPS figure could be obtained merely as a result of reporting 
on a quarterly basis versus a semi-annual basis.  The new approach 
treats the annual reporting period is its own distinct period.   The Board 
noted that the accumulative method would be a divergence from US 
GAAP.  

q Include any instrument in the diluted EPS calculation if it can be settled 
in shares, so that diluted EPS reflects the maximum dilution possible.  
This is consistent with SIC 24 (which would be withdrawn and 
included in the final standard) but inconsistent with the requirements of 
IAS 32.  However, the Board noted that EPS is merely a calculation of 
a ratio, and therefore consistency with other standards is not required.  
The Board noted this decision is a divergence from US GAAP.  

q Include mandatorily convertible securities in the basic EPS calculation, 
as their issuance depends only on the passage of time, which is a 
certainty.  

What’s next?  Final standards in second quarter of 2003, effective for 2005.  
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IFRIC news on our web site: 
 
Summaries of Interpretations: 
www.iasplus.com/ 
interps/interps.htm 

IFRIC projects chronologically: 
www.iasplus.com/ 
ifric/ifricagenda.htm 

IFRIC projects by topic: 
www.iasplus.com/ 
ifric/ifricissues.htm 

 

IFRIC UPDATE 

The International Financial Reporting Interpretations Committee (IFRIC) 
met on 4-5 February 2003 and again on 1-2 April 2003.  Presented below is 
a summary of steps taken on agenda issues.  For details about these projects, 
includ ing issue descriptions and summaries of IFRIC’s deliberations, please 
see www.iasplus.com . 
 
Final Interpretation Expected Shortly 

q Emission Rights 

 A pre-ballot draft Interpretation was sent to the IASB Board for 
review.  IFRIC will issue a final Interpretation shortly.  Because 
emission rights granted meet the definition of a government grant 
under IAS 20, that Standard will be the basis for the interpretation.  

Discussion Continuing at a Future IFRIC Meeting 

q Linkage of Transactions 
q IAS 19, Employee Benefits – Money Purchase Plan with Minimum 

Guarantee  
q IAS 19 Employee Benefits – Multi-Employer Plan Exemption  
q IAS 37 – Changes in Decommissioning and Similar Liabilities 
q Decommissioning and Environmental Rehabilitation Funds  
q Rights of Use 

Decision Not to Add to IFRIC’s Agenda 

q Non-Monetary Exchanges of Assets 
q Exchange Rate for Remeasuring Foreign Currency Transactions and 

Translation of Foreign Operations under IAS 21 when More than One 
Exchange Rate Exists 

q Equity Method Application (presumption of significant influence over 
operations of an investee if it holds directly or indirectly through 
subsidiaries, 20% or more of the voting power)  

q Classification of Treasury Shares in the Consolidated Cash Flow 
Statement  

q Reciprocal Interests (treatment of shares of the parent held by a 
subsidiary or associate)  

q Presentation – Operating and Ordinary Activities  

Under Consideration for Addition to IFRIC Agenda 

q Deferred Taxes in a Hyperinflationary Economy 
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The International Accounting 
Standards Advisory Council (SAC) 
currently has 49 members.  It 
provides a forum for organisations 
and individuals with an interest in 
international financial reporting 
to participate in the standard 
setting process.  SAC’s meets with 
the Board three times a year to: 
q advise the Board on priorities in 

the Board's work, 
q inform the Board of the 

implications of proposed 
standards for users and 
preparers of financial 
statements, and 

q give other advice to the Board or 
to the Trustees.  

 

NEWS FROM THE STANDARDS ADVISORY COUNCIL  

Nearly all of the February 2003 meeting of the IASB with its Advisory 
Council was devoted to a roundtable discussion of various aspects of the 
proposals to amend IAS 32 and IAS 39 on financial instruments.  The 
discussions were structured so that, for each topic, an IASB staff m ember 
set out the background, including a brief summary of comments received, 
and then SAC members were invited to express concerns or comments.  
Matters of particular concern to SAC members were:  

q the distinction between debt and equity;  
q derecognition (particularly the ‘no continuing involvement’ approach);  
q pass-through arrangements;  
q hedging (including derivatives);  
q macro-hedging; loan impairment;  
q the fair value measurement option;  
q disclosures; and  
q application of IAS 39 to insurance contracts.   

We have summarised SAC members’ comments on each of these areas in 
the meeting notes on www.iasplus.com. 

 
 IFRS-RELATED NEWS FROM IFAC  
You can find the news release 
about the IFAC Handbook here: 
www.ifac.org/News/ 

The Handbook itself can be found 
here: 
www.ifac.org/Guidance/ 
Although downloading is free, you 
do need to register and create a 
username and password.  

IFAC’S 2003 HANDBOOK IS PUBLISHED 

The International Federation of Accountants (IFAC) has released the 2003 
edition of its Handbook of International Auditing, Assurance, and Ethics 
Pronouncements.  It contains all pronouncements issued as of 31 December 
2002, including International Standards on Auditing (ISAs), developed by 
the International Auditing and Assurance Standards Board (IAASB), and 
IFAC’s Code of Ethics for Professional Accountants.  A print version 
(which includes a CD ROM) may be purchased from IFAC.  Alternatively, 
the Handbook, and all pronouncements contained in it (and future updates), 
may be accessed free of charge by going to the IFAC web site: 
www.ifac.org/Guidance.  

Also available on-line without charge are International Public Sector 
Accounting Standards (which are based on IFRS), International 
Management Accounting Practice Statements, International Education 
Guidelines, and Int ernational Information Technology Guidelines. 

The IAASB’s annual report can be 
downloaded from the Board’s web 
site:  
www.ifac.org/ 
IAASB/iaasb_annual_rpt2.pdf 

IAASB PUBLISHES ITS FIRST ANNUAL REPORT 

The International Auditing and Assurance Standards Board (IAASB) has 
published its first annual report.  The IAASB was officially formed in 
March 2002 to replace the former International Auditing Practices 
Committee.  It operates independently under the auspices of IFAC.  The 
IAASB’s new report summarises its standard -setting and other activities 
during 2002 and outlines the Board’s initiatives for 2003.  

You can find the news release 
about the IFAC study, with a link 
to get the study itself, here: 
www.ifac.org/News/ 

You will find some of our firm’s 
own publications on quality of 
earnings here: 
http://www.iasplus.com/ 
dttpubs/pubs.htm 
 

IFAC PUBLISHES CASE STUDIES ON QUALITY OF EARNINGS  

The Financial and Management Accounting Committee of IFAC has issued 
a new publication designed to educate management, accountants, and other 
business decision makers about a wide range of issues that impact the 
quality of earnings.  The Quality of Earnings Case Study Collection  
includes more than a dozen articles addressing a wide range of issues such 
as capital market expectations and valuations, estimates/methods, revenue 
recognition, business combinations, and working capital management.  The 
study can be downloaded without charge from IFAC’s web site.   
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Except for administrative and 
personnel matters, all of these 
meetings are open to public 
observation.  Registration forms 
are on IASB’s web site. 

 

UPCOMING MEETINGS OF IASB, SAC, AND IFRIC 

International Accounting Standards Board 

q 29 April-2 May 2003 (plus 24-25 April Meeting with National Standard 
Setter Chairs), London 

q 21-23 May 2003, London 
q 16-18 June 2003 (plus 19-20 June: Meeting with the Standards 

Advisory Council), Rome 
q 23-25 July 2003, London 
q 17-19 September 2003 (plus 22-23 September: Meeting with National 

Standard Setter Chairs), London 
q 22-24 October 2003, Toronto 
q 17-19 November 2003, (plus 20-21 November: Meeting with the 

Standards Advisory Council), London 
q 17-19 December 2003, London 

Standards Advisory Council 

q 19-20 June 2003, Rome 
q 20-21 November 2003, London 

International Financial Reporting Interpretations Committee 

q 1-2 July 2003, London 
q 30-31 July 2003, London 
q 30 September-1 October 2003, London 
q 2-3 December 2003, London 

IASC Foundation Trustees  

q 29 July 2003, London or United States 
q 4 November 2003, Brussels 
 

 IFRS-RELATED NEWS FROM THE UNITED STATES  

The origi nal booklet can be 
downloaded from our DTT 
publications page: 
www.iasplus.com/ 
dttpubs/pubs.htm 
 
 

UPDATE ON DIFFERENCES BETWEEN IFRS AND US GAAP  

Nearly a year ago, we published a booklet comparing IFRS and US GAAP.  
It identified 81 differences between IFR S and US GAAP.  We have 
prepared an update as of April 2003 on what, if anything, is being done by 
either the IASB or the FASB relating to those differences (plus several 
others subsequently added to the list).  You can find that update by going to 
the United States page in the countries section of www.iasplus.com. 
 

Before he was appointed as 
chairman of the FASB effective 1 
July 2002, Mr. Herz was a part-
time member of the International 
Accounting Standards Board. 

FASB CHAIRMAN TELLS CONGRESS ABOUT CONVERGENCE 

In testimony on 4 March 2003 before a committee of the United States 
House of Representatives, FASB Chairman Robert H. Herz reported on 
progress toward convergence of US GAAP and IFRS:  

In October 2002, we reached a historic agreement with the IASB to 
use our best-efforts to align our agendas and, very importantly, to 
undertake a specific project (with the help and support of the SEC 
staff) aimed at accelerating the convergence process by trying to 
eliminate or narrow some of the areas of difference between 
current US and international standards.  Because there are 
literally hundreds of differences between US and international 
standards, realistically, this effort will still be ongoing, well beyond 
2005 when Europe adopts international standards en masse.  But 
we need to set this process in motion now, so that we can achieve 
greater progress in this important area going forward.  The overall 
objective of international convergence is not convergence just for 
the sake of convergence, but rather to arrive at high -quality 
accounting solutions that improve the transparency of financial 
reporting in the US and abroad.  
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The June 1993 FASB exposure 
draft that preceded FASB 
Statement 123 had proposed 
expensing the fair value of options 
granted, but the final standard 
permits disclosure in lieu of 
expensing for most employee 
options. 

FASB ADDS EMPLOYEE STOCK OPTIONS TO ITS AGENDA 

Noting that “a move to require an expense treatment would be consistent 
with the FASB’s commitment to work toward convergence between US and 
international accounting standards”, the US Financial Accounting Standards 
Board has added to its agenda a project on employee stock options.  

The current US standard (FASB Statement 123) gives companies a choice, 
in most cases, to accrue an expense or to disclose in the notes the amount 
that would have been accrued.  In ED 2 issued in November 2002, the IASB 
proposed that all share-based payment transactions (including employee 
options) be recognised in the financial statements, using a fair value 
measurement basis.  An expense would be recognised when the goods or 
services received are consumed.  The same recognition and measurement 
standards would apply to both public and non -public companies.  Prior to 
adding the project to its agenda, FASB invited comments on the IASB 
proposal. 

You will find the letters on 
www.iasplus.com in news reports 
dated 19 February and 15 March 
2003. 

ACCOUNTING FOR STOCK OPTIONS GETS POLITICAL IN THE 
UNITED STATES – AGAIN  

Members of the United States Congress are lining up for and against 
recognising the fair value of stock options as employee compensation 
expense.  

In February 2003, some in Congress who favour accrual sent a joint letter to 
the FASB, while a group of Members opposing expense accrual sent 
another letter.  Both of the Congressional letters refer to the IASB proposal.  

In March 2003, a bipartisan group of 15 Senators – including a former 
accountant and the Senator who led the Congressional opposition to FASB’s 
proposal to expense stock options in the early 1990s – wrote to FASB 
urging enhanced disclosures, coupled with shareholder approval of all stock 
option plans, rather than mandatory expensing.  They also said that the 
deliberation process currently underway is “basically flawed”.  

 
Information about the NASD: 
http://www.nasd.org/ 

MERITS OF IFRS DEBATED AT US NASD SYMPOSIUM  

The NASD – the private-sector self-regulatory organisation for the United 
States securities industry, stock brokers, and brokerage firm – sponsored a 
symposium on “Global Adoption of Int ernational Accounting Standards” at 
the Harvard Law School on 3 February 2003.  The goal was to provide a 
forum at which international business and regulatory leaders could debate 
the merits of internationally accepted accounting standards.  Among those 
participating were Sir David Tweedie, Chairman of the IASB; Robert Herz, 
Chairman, Financial Accounting Standards Board; Howard Davies, 
Chairman of the UK’s Financial Services Authority; Henry Paulson, Jr., 
Chairman and CEO of Goldman Sachs; Roel Campos, SEC Commissioner; 
Peter Fisher, US Treasury Undersecretary; and Robert Glauber, Chairman 
and CEO of NASD.  The symposium was the first in a new NASD 
International Symposium Series on Transparency in Capital Markets. 
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 FRB CHAIRMAN ALAN GREENSPAN COMMENTS ON IFRS 

In remarks titled Global Finance: Is It Slowing? delivered via satellite to a 
symposium in Paris, US Federal Reserve Board Chairman Alan Greenspan 
said improved international accounting and disclosure standards are needed 
to make cross-border investing more equitable:  

As international accounting and reporting standards become 
better, information asymmetries that currently exist between 
foreign and domestic investors will diminish.  Adequate disclosure 
will, one hopes, accompany the development of ins titutions that 
will reduce corruption, and improve corporate governance, respect 
for private property and the rights of minority shareholders....  

We must remember that as financial globalization matures it will 
have consequences to economies that we cannot ignore. Global 
capital flows will increase in size and will switch directions more 
easily. As a result, temporary imbalances will naturally occur from 
time to time.  To counter these, we need to consider various 
multilateral policy initiatives, from international accounting 
standards to international capital requirements for banks, from a 
“New Financial Architecture” to crisis prevention and resolution 
mechanisms. Also, market participants will need to enhance their 
ability to manage vast quantities of collateral that are integral to 
globalised modern finance.  Our goals should include not only 
global financial stability, but also the promotion of free flowing 
capital directed to its most productive uses throughout the world.  
That goal will bring about greater financial stability and a more 
prosperous future for all who choose to participate in the global 
economy.  

 

The PCAOB’s new web site: 
http://www.pcaobus.org/ 

PCAOB FORUM ON REGISTRATION OF NON-US AUDIT FIRMS 

On 31 March 2003, the US Public Company Accounting Oversight Board 
held a public roundtable, with the five SEC members in attendance, on 
registration and oversight of non-US public accounting firms.  Participants 
included the European Commission, several large audit firms (including 
Deloitte Touche Tohmatsu), foreign professional accountants’ 
organisations, and foreign securities regulators.   

While overseas participants at the roundtable tended to disagree or asked for 
time extensions for foreign firms, the acting chairman of the PCAOB, 
Charles D . Niemier, said that the issue strikes at the heart of the board’s 
mission.  “A great deal of the US markets now involve companies and 
auditors that are not in the United States....  We believe registration is 
extremely important for us to be able to fulfi l our mandate.”  

Consistent with the requirements of the Sarbanes-Oxley Act, the PCAOB 
had published proposed registration rules that do not contain an exemption 
for non-US public accounting firms.  The PCAOB has identified the 
following key questions relating to foreign audit firms: 

q Should foreign firms be given an extended deadline for their initial 
registration?  

q Are there any portions of PCAOB’s draft registration form that are 
inapplicable, or that should be modified or supplemented, for non-US 
applicants?  

q Do any of the PCAOB’s registration requirements conflict with national 
laws?  

q In the case of non-US firms that must register because they play a 
‘substantial role’ in the audit of a US issuer, how should ‘substantial 
role’ be defined?  

q Should registered foreign public accounting firms be subject to PCAOB 
inspection, or could the PCAOB, in some cases, rely on home-country 
regulation in lieu of inspection? 
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For convenience, we have put the 
full text of the Sarbanes-Oxley Act 
on our web site: 
www.iasplus.com/ 
resource/usreform.pdf 
 
SEC rules and proposed rules can 
be found on their web site: 
www.sec.gov/ 
 
 

SARBANES-OXLEY ACT NEWS 

During the first quarter of 2003, the US Securities and Exchange 
Commission has adopted additional rules to implement portions of the 
Sarbanes -Oxley Act of 2002 (American accounting reform legislation).  
Among the areas covered by the new rules are: 

q Standards Relating to Listed Company Audit Committees (Release 33-
8220, 34-47654) 

q Acceleration of Periodic Report Filing Dates and Disclosure 
Concerning Website Access to Reports (Release 34-46464A) 

q Analyst Certification of Research Reports (Release 33-8193, Release 
34-47591) 

q Attorney Conduct Rules (Release 33-8185) 
q Records Retention for Audits and Reviews (Release 33-8180) 
q Disclosure of Off-Balance Sheet Arrangements and Contractual 

Obligations (Release 33-8182) 
q Auditor Independence (Release 33-8183, Release 33-8183A) 
q Management Investment Company Shareholder Reports (Release 34-

47262) 
q Conditions for Use of Non -GAAP Financial Information (Release 33-

8216, Release 33-8176) 
q Disclosure Requirements Regarding Audit Committee Financial 

Experts (Release 33-8177 and 33-8177a) 
q Disclosure of Adoption of a Code of Ethics (Release 33 -8177 and 33-

8177a) 

 
SEC news release: 
www.sec.gov/ 
news/press/2003-43.htm  
and the rule itself: 
http://www.sec.gov/ 
rules/final/33-8220.htm 

VIOLATION OF AUDIT COMMITTEE RULES WILL RESULT IN 
DELISTING IN USA (BOTH DOMESTIC AND FOREIGN ISSUERS) 

The US Securities and Exchange Commission has adopted final rules 
directing the US securities markets to prohibit the listing of any security of 
an issuer (domestic or foreign) that is not in compliance with the audit 
committee requirements established by the Sarbanes-Oxley Act of 2002.  
Those requirements provide, among other things, that each member of the 
issuer’s audit committee must be independent.  Also, the audit committee 
must be directly responsible for appointing, compensating, retaining, and 
overseeing the auditors; must establish procedures for handling complaints 
about accounting and auditing matters; must have the authority to engage 
independent counsel and other advisors it deems necessary; and must be 
appropriately funded.  The rules include several provisions, applicable only 
to foreign private issuers, that seek t o address the special circumstances of 
particular foreign jurisdictions.  Also, foreign private issuers (and small 
business issuers) will have a later compliance date (by 31 July 2005) than 
other issuers (first annual shareholders meetings after 15 January 2004 but 
not later than 31 October 2004).   

 

SEC news release: 
www.sec.gov/ 
news/press/2003-39.htm  

SEC PROPOSES TO AMEND RULES FOR CEO AND CFO 
CERTIFICATIONS 

The SEC has proposed changes to its rules requiring certification of 
financial statements by CEO s and CFOs.  Those rules apply to both 
domestic and foreign issuers.  The Sarbanes-Oxley Act requires CEOs and 
CFOs of all public companies in the United States (domestic and foreign) to 
certify in quarterly and annual reports that the report is accurate and 
complete and that the financial statements fairly present the financial 
condition and results of operations of the company.  

The amendments would require that the certifications under both Section 
302 and 906 of the Sarbanes-Oxley Act be included as an exhibit to the 
periodic reports on Forms 10-Q, 10-QSB, 10-K, 10 -KSB, 20-F, and 40 to 
which they relate (making them more easily retrievable using EDGAR, the 
SEC’s electronic search system).   
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You can download the full text of 
the letter from the January 2003 
past news page on our web site: 
www.iasplus.com/ 
pastnews/2003jan.htm 

FORMER SEC CHIEF ACCOUNTANTS URGE STRONG PCAOB 

Three former Chief Accountants of the US Securities and Exchange 
Commission wrote a joint letter to the new US Public Company Accounting 
Oversight Board proposing a three-point programme to restore investor 
confidence in the US capital markets.  They describe the accounting 
scandals that surfaced in the past year as “cataclysmic events [that] have 
changed the world’s view of a system that we have often proclaimed to be 
‘the best in the world.’  Understandably, the damage to the reputation of our 
financial reporting system and its critical guardians has been so severe that 
the investing public has lost confidence and now demands real reforms.” 

The pillars of the three-point program proposed by former Chief 
Accountants Walter P. Schuetze, Michael H. Sutton, and Lynn E. Turner 
are: 

q PCAOB must exercise its mandate to establish independence guidelines 
that will ensure that auditors embrace a r ole that is fully consistent with 
high public expectations. 

q PCAOB must insist that the profession tackle financial reporting 
failures as a distinct issue with a distinct goal – disaster prevention.  
“We understand that, in life, ‘zero defects’ are almost never realized.  
Nevertheless, the public expects that the profession will pursue that end 
– and with greater energy than in the past – and with more success.  To 
this end, the PCAOB should establish auditing standards, rather than 
delegating that role to the auditing profession.” 

q PCAOB should establish necessary regulatory processes that give 
comfort to investors and the public that the profession is doing all that it 
can do to prevent future episodes of failed financial reporting.  Those 
processes should include independent inspections of the audits 
performed by auditors of the financial statements of public companies. 
Inspections, they propose, should be performed by staff of the PCAOB 
and not ‘outsourced’ to the auditing profession.  

 
For details go to: 
www.sec.gov/divisions/ 
corpfin/fortune500rep.htm 

FINDINGS OF SEC REVIEW OF FORTUNE 500 COMPANY 
FILINGS 

The US SEC Division of Corporation Finance has published the findings of 
its review of the periodic reports filed with the SEC during 2002 by Fortune 
500 Companies.  The report notes deficiencies in a number of accounting 
areas, including: 

q accounting policy disclosures,  
q reporting of non-GAAP financial information,  
q revenue recognition,  
q restructuring charges,  
q impairment charges,  
q pension assumptions,  
q segment reporting,  
q securitisations and off-balance sheet arrangements, and  
q environmental and product liability disclosures.   

The SEC noted that as a result of these reviews, they have sent comment 
letters to over 350 of the 500 companies.  
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 NEWS ABOUT IFRS IN EUROPE 

 
 EUROPEAN PARLIAMENT APPROVES AMENDED 

ACCOUNTING DIRECTIVES 

The European Parliament has approved amendments to the European 
accounting directives that would complement the accounting regulation 
adopted in June 2002.  The regulation requires virtually all 7,000 listed 
European companies to follow IFRS starting in 2005.  The amended 
directives would remove inconsistencies of the existing directives with IFRS 
and would address accounting by the estimated 5 million European 
companies that are not subject to the IFRS accounting regulation.  The 
amended directives are now before the Council of Ministers for final 
adoption. 

 PROCESS OF ENDORSING IFRS FOR USE IN EUROPE HAS 
STARTED 

Adoption of the accounting regulation by the EU in June 2002 did not, of 
itself, legally require the 7,000 European listed companies to follow IFRS 
starting in 2005.  Two further steps are required: (1) translation of IFRS into 
the European languages and (2) endorsement of the IFRS by a new 
Accounting Regulatory Committee established by the European 
Commission to give them legal standing in Europe.  Both the translation and 
endorsement processes are now under way.  The European Commission has 
recently announced that their goal for completing both steps is by mid-year 
2003.  

Download the EC proposal: 
http://europa.eu.int/comm 
/internal_market/en/ 
finances/mobil/transparency/ 
index.htm#proposal  

PROPOSED EC “TRANSPARENCY” DIRECTIVE FOR LISTED 
COMPANIES 

The European Commission has published, and sent to the European 
Parliament and Council of Ministers, a proposed directive that would 
upgrade the current level and frequency of the mandatory financial 
information that publicly traded companies must provide to the markets 
throughout the financial year.  Among the proposed requirements: 

All securities issuers must publish:  

q An audited annual financial report (financial statements based on 
International Financial Reporting Standards) and a management report, 
within three months of the end of each financial year.  

q A half-yearly condensed financial report based on IAS 34, as well as an 
update of the last annual management report. 

Share issuers must also publish:   

q A less extensive quarterly financial report for the first and third quarters 
of a financial year, including turnover and prof it and loss before or after 
tax. 

Companies that issue only debt securities: 

q These companies are currently not subject to any interim reporting 
requirement at all.  Under the proposal they would be required to issue 
half-yearly financial reports for the first six months of a financial year.  

All interim information must be published within 60 days after the end of 
the period.  

Interim Reports for 2005 and 2006 

q 2005.  Under the proposed directive, the only information required to be 
published under IFRS in 2005 will be the 2005 annual financial 
statements.  Member States can choose to require that the 2005 interim 
financial information should also be prepared under IFRS.   

q 2006.  The first six months interim information must be prepared under 
IFRS. 
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CESR’s web site: 
www.europefesco.org 

EU SECURITIES REGULATORS ADOPT ACCOUNTING 
ENFORCEMENT STANDARD 

The Committee of European Securities Regulators (CESR) has published its 
Standard No. 1, Enforcement of Standards on Financial Information in 
Europe.  This standard is aimed at developing and implementing a common 
approach to the enforcement of International Financial Reporting Standards 
(IFRS) throughout the EU.  The document sets out 21 high level principles 
that define enforcement and describe principles that EU member states 
should adopt in enforcing IFRS, including structure of their enforcement 
authority; selection of financial information to be reviewed for enforcement 
purposes; actions available to enforcers (in particular, asking for public 
correction); cross-border coordination; and reporting by enforcement 
agencies.   

Conference programme: 
http://www.iasplus.com/ 
resource/dkconf2.pdf 

DELOITTE & TOUCHE IFRS CONFERENCE IN COPENHAGEN 

Deloitte & Touche in Denmark are hosting a three-day public conference on 
The Road to IAS/IFRS in Copenhagen on 1 April, 6 May, and 3 June 2003.  
The conference will address the transition to reporting under IFRS primarily 
from a strategic point of view.  It will also cover financial reporting issues 
and IT -systems impacts.  The 6 M ay session is devoted entirely to the most 
complex issue in making the transition to IFRS – financial instruments.   

 USE OF IFRS IN NEW EU MEMBER STATES  

Ten countries have been approved for EU membership as of 1 May 2004: 
Cyprus, the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, 
Poland, the Slovak Republic and Slovenia.  International Financial 
Reporting Standards are already required in Cyprus and Malta and permitted 
in several others.  If the EU finalises the memberships of these countries , 
listed companies in all 10 countries will have to adopt IFRS in 2005.  

 EUROPEAN IFRS REGULATION WILL APPLY TO THREE EEA 
NON-EU COUNTRIES  

The European Economic Area (EEA) was created effective 1994 by an 
agreement between the EU and three countries – Iceland, Liechtenstein, and 
Norway.  The three countries participate in the EU Single Market, while not 
assuming the full responsibilities of membership of the EU.  As such, they 
must comply with the accounting directives and regulations.  Therefore, 
companies from those countries that are listed in European markets must 
adopt IFRS starting in 2005, along with EU member countries.  There are 
approximately 60 listed Icelandic companies and 200 listed Norwegian 
companies.  

http://europa.eu.int/eur-lex/en/ 
com/pdf/2003/ 
com2003_0029en01.pdf 

EU PROPOSES TO ENLARGE SMALL-COMPANY REPORTING 
EXEMPTIONS  

European law allows member States to exempt small companies from 
certain requirements for disclosures in their accounts, preparing 
consolidated accounts, preparing an annual report, and being audited.  The 
EC has proposed to raise the size limits for defining a ‘small company’ by 
16.8%.  

You can download the 2003 
update to the Convergence 
Handbook here: 
www.icaew.co.uk 

UPDATE OF UK CONVERGENCE HANDBOOK IS AVAILABLE 

The Institute of Chartered Accountants in England and Wales has issued the 
third update of its Convergence Handbook, originally published in 
November 2000.  The Handbook compared IAS and UK GAAP.  This new 
update, which replaces all previous updates, reflects the effects of standards 
and exposure drafts issued by the IASC, the IASB, and the UK Accounting 
Standards Board up to the end of December 2002.  
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There is an announcement here: 
www.drsc.de 

GERMAN STANDARD SETTER REORGANISES WITH 
INTERNATIONAL FOCUS 

The German Accounting Standards Committee (GASC), the standard setter 
for financial accounting and reporting in Germany, has restructured itself.  
Under the new structure, “the GASC’s key objective is to represent the 
interests and concerns of German business in international standard-setting 
bodies, such as the IASB and the FASB.”  The restructuring includes a new 
chairman, new executive leadership, and a revised governance structure.  

 NATIONAL ADOPTIONS OF IAS 
 

 GUATEMALA ADOPTS IFRS EFFECTIVE IN 2002 

Guatemala has replaced its national GAAP with IFRS effective for 2002 
financial reports.  The SIC Interpretations have not yet been adopted under 
the law, but that is expected to happen soon.  

Web site of the Singapore Council 
on Corporate Disclosure and 
Governance: 
www.ccdg.gov.sg/ 

USE OF IFRS IN SINGAPORE 

We had reported in our January 2002 newsletter that the Singapore 
government planned to amend the Companies Act to require virtually all 
Singapore listed companies to follow IAS starting in 2003.  However, the 
final regulation adopted in December 2002 by the new Council on 
Corporate Disclosure and Governance requires all Singapore-incorporated 
companies to follow Singapore Financial Reporting Standards “which are 
closely modelled after the International Accounting Standards and 
International Financial Reporting Standards issued by the International 
Accounting Standards Board”.  

Details of the AASB’s plan: 
www.aasb.com.au/ 
international/2005.htm 

MORE ON ADOPTION OF IFRS IN AUSTRALIA 

Rather than replacing Australian GAAP with IFRS, Australia is now 
planning a “big bang” approach to convergence of Australian GAAP and 
IFRS.  The Australian Accounting Standards Board (AASB) intends to issue 
35 new or revised AASB Standards by 31 March 2004.  All will be 
applicable from 1 January 2005.  The AASB’s revised standards will be 
equivalent to IFRS “with some possible minor amendments”.  

In July 2002, the Financial Reporting Council (the Australian government 
agency that oversees the AASB) issued a Bulletin announcing its support for 
adoption by Australia of International Financial Reporting Standards by 1 
January 2005.  The FRC said that “after that date, audit reports will refer to 
companies’ compliance with IASB standards”.  The new convergence 
approach, however, would retain AASB standards rather than replace them 
with IFRS.  

 ACCOUNTING BOARD IN NEW ZEALAND RECOMMENDS 
ADOPTION OF IFRS 

Following consultation with many interested parties, New Zealand’s 
Accounting Standards Review Board has recommended to the Government 
the compulsory adoption of International Financial Reporting Standards by 
listed issuers by 1 January 2007.  The ASRB has also recommended that 
both the public and private sector entities have the option to adopt IFRS 
from 1 January 2005.  

 BULGARIA REQUIRES IFRS STARTING IN 2003 

As of 1 January 2003, all listed companies, banks, insurance companies, and 
pension funds in Bulgaria must use International Financial Reporting 
Standards.  Other companies may choose to apply IFRS.  Bulgarian GAAP 
will remain an alternative for them until 2005.  
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 RUSSIA TO BEGIN REQUIRING IFRS IN 2004 

Russian Vice-Premier and Finance Minister Alexei Kudrin has announced 
government approval of a plan to require all listed holding companies in 
Russia to prepare consolidated financial statements using IFRS starting in 
2004.  The individual company financial statements of members of the 
group would continue to be prepared using Russian GAAP.  For banks, not 
only would consolidated statements under IFRS be required starting in 
2004, but also individual banks will have to prepare IFRS financial 
statements in addition to Russian GAAP statements.  IFRS reporting would 
be extended to additional classes of companies in stages through 2007, 
though not to small companies.  At the same time, the Finance Ministry will 
work to bring Russian GAAP more in line with international accounting 
standards.  

 ALL COMPANIES IN ESTONIA MAY USE IFRS 

A new Estonian law allows domestic companies to use either Estonian 
GAAP or International Financial Reportin g Standards for accounting 
periods beginning 1 January 2003.  Listed companies have already been 
using IFRS, generally complying at the same time with Estonian GAAP by 
choosing the accounting policy prescribed by Estonian GAAP where IFRS 
provides a choice.  Non-listed Estonian credit institutions and insurance 
companies will be required to apply IFRS as of 1 January 2005.  

 UPDATE ON USE OF IFRS BY FOREIGN ISSUERS IN CANADA 

In June 2002, the Canadian Securities Administrators (CSA) had proposed 
that certain eligible foreign issuers would be allowed to submit financial 
statements prepared using IFRS (or several specified national GAAPs), 
without reconciliation to Canadian GAAP.  The CSA also proposed that 
Canadian companies registered with the US SEC could use US GAAP, with 
a reconciliation to Canadian GAAP for the first two years in which US 
GAAP is used.  The CSA has recently announced that its consideration of 
the comments on the proposal is nearing completion and that it expects to 
publish a revised proposal for comment by mid-2003.  

Also, we have posted in the countries section of www.iasplus.com a 
comparison of International Financial Reporting Standards and Canadian 
GAAP.  The comparison is taken, with permission, from the Handbook of 
the Canadian Institute of Chartered Accountants.  

You will find updates on 
accounting standards activity in 
over 30 countries, including 
Vietnam, in the countries section 
of www.iasplus.com. 

NEW VIETNAM ACCOUNTING STANDARDS BASED ON IAS  

Vietnam has begun to adopt a body of Vietnamese Accounting Standards 
(VAS) that are based on, though not identical to, the related International 
Accounting Standards (IAS).  Ten VAS have been adopted to date, 
including a Framework similar to the IASB Framework and standards on 
Inventories, Tangible Fixed Assets, Intangible Fixed Assets, Leases, The 
Effects of Changes in Foreign Exchange Rates, Revenue and Other 
Incomes, Construction Contracts, Borrowing Costs, and Cash Flow 
Statement.  You can download a comprehensive summary of the new VAS, 
prepared by VACO-Deloitte Touche Tohmatsu, from the Vietnam country 
page on www.iasplus.com . 
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 PUBLICATIONS FROM DELOITTE TOUCHE 

TOHMATSU 

All of the DTT publications 
mentioned on this page can be 
downloaded from our web site’s 
publications page: 
www.iasplus.com/ 
dttpubs/pubs.htm 

NEW DTT GUIDE TO KEY ISSUES IN IMPLEMENTING IFRS 

Deloitte & Touche (United Kingdom) has published an important study of 
the key business issues that can arise in implementing International 
Financial Reporting Standards – and how to deal with them.  Examples of 
the kinds of issues addressed in IAS: Healthcheck 2002 are treasury 
management, distributions, debt covenants and financing, mergers and 
acquisitions, management compensation, product development, 
management information, statutory accounts, taxes, human resources, 
training, IT systems and investor relations.  The guide sets out practical 
ideas for addressing these and other issues.   

 IFRS MODEL FINANCIAL STATEMENTS IN CHINESE 

We have posted the 2002 version of the IFRS model financial statements in 
Chinese.  You will find the link on the China country page on 
www.iasplus.com   

 GUIDE TO TRANSITION TO IFRS – PROPERTY COMPANIES 

European companies with investments in real estate will be particularly 
affected by the transition to IAS 40, Investment Property, because (a) the 
fair value accounting model, with value changes to P&L, is different from 
what most companies do today, (b) the methodology for measuring fair 
value differs from current practice, and (c) the definition of investment 
property in IAS 40 is broader than the traditional definition.  This new guide 
from Deloitte & Touche’s UK practice (published February 2003) contains 
guidance for property companies on the areas they need to consider when 
planning to implement the IAS 40.   

While focused on the transition from UK GAAP to IFRS, the issues 
identified in this guide are equally applicable to companies in other EU 
countries as they make their plans for the transition.  

 APPLYING IFRS IN THE PUBLISHING INDUSTRY 

A new booklet from Deloitte & Touche (UK) – Publishing Industry: The 
Future of Intangibles under IAS  – assesses the impact that changes in 
IFRS may have on the newspaper and magazine publishing industry over 
the next few years.  While intangibles occur in virtually all industries, the 
publishing industry is particularly affected because publishing rights and 
titles form an important element of most publishing companies’ financial 
statements.  In some instances they are a highly significant portion of the net 
asset p osition (often more than 100 percent).   

In recent exposure drafts, the IASB has proposed to draw an accounting 
distinction between intangibles with finite useful lives and those with 
indefinite lives, with amortisation plus impairment testing for the form er 
and non-amortisation plus impairment testing for the latter.  Revaluation 
would be permitted for all, but only if fair value can be determined by 
reference to prices in an active market. 
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All of the DTT publications 
mentioned on this page can be 
downloaded from our web site’s 
publications page: 
www.iasplus.com/ 
dttpubs/pubs.htm 

IAS: GUÍA RÁPIDA (IAS IN YOUR POCKET: SPANISH) PLUS A 
NEW SPANISH LANGUAGE IAS WEB SITE 

We have published the second edition of IAS: Guía Rápida  – IAS in your 
Pocket in Spanish.  Also, Deloitte & Touche (Spain) has launched a Spanish 
language IAS Plus web site: http://iasplus.deloitte.es . 

 IAS YDINKOHDAT – IAS IN YOUR POCKET, IN FINNISH 

Deloitte & Touche (Finland) has published IAS Ydinkohdat , the Finnish 
version of our popular booklet, IAS In Your Pocket.  This 96-page booklet 
contains background information about the IASB and IFRS, and summaries 
of all of the standards with information about possible changes to those 
standards resulting from current IASB projects. 

 TRANSITION TO IFRS – MANUFACTURING COMPANIES  

From 1 January 2005 onwards, virtually all European companies with 
securities listed in the European Union must prepare consolidated accounts 
in accordance with International Financial Reporting Standards (IFRS). As a 
result, all affected entities will have to apply IFRS in 2004 to report 
comparative figures.  This means that in 2003, while still reporting under 
their national GAAP, companies will need to run systems in parallel to be 
sure that the systems are ready for IFRS reporting in 2004 and to appreciate 
the changes to the figures arising under IFRS.   

A new guide – Manufacturing: The Future for UK Automotive and 
Aerospace Industries under IAS  – from Deloitte & Touche’s UK practice 
walks manufacturers through the impacts of IFRS on their accounts, 
preparing companies for the changes ahead. While focused on the transition 
from UK GAAP to IFRS, this guide will be of considerable benefit to 
companies in other EU countries as they make their plans for the transition.  

 TRANSITION TO IAS/IFRS (IN DANISH) 

Deloitte & Touche in Denmark has developed a 28-page publication on 
Transition to IAS/IFRS , in Danish.  The booklet is written mainly for top 
management – the members of the supervisory boards and the executive 
boards of entities listed on the Copenhagen Stock Exchange and other large 
Danish entities.  Of course, other Danish readers can get a quick overview 
of the process of transition to IAS by reading it.  The booklet highlights 
areas of focus that are likely to require most resources for Danish entities. 

 NEW DTT PUBLICATION ON CORPORATE GOVERNANCE 

The Sarbanes -Oxley Act of 2002 has rewritten the US rules for corporate 
governance, disclosure, and reporting.  The new and proposed SEC rules 
that influence Sarbanes-Oxley are complicated and require immediate and 
decisive action.  Sarbanes-Oxley focuses heavily on the critical role of 
internal control.  It is a process in which a company’s board of directors, 
management, and other personnel must actively participate to drive business 
success.   

In a new publication, Moving Forward – A Guide to Improving 
Corporate Governance Through Effective Internal Control , Deloitte & 
Touche (US) recommends developing an internal control program with a 
single methodology to address the provisions of both Sections 302 and 404 
of Sarbanes-Oxley.  The comprehensive five-step program provides a 
reliable approach to linking effective internal controls to sound corporate 
governance.  
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All of the DTT publications 
mentioned on this page can be 
downloaded from our web site’s 
publications page: 
www.iasplus.com/ 
dttpubs/pubs.htm 

DELOITTE & TOUCHE AUDIT COMMITTEE RESOURCE GUIDE 

The Sarbanes -Oxley Act, related SEC rule-making, and the proposed 
modifications of the NYSE, NASDAQ, and AMEX listing standards 
expand, codify, and formalise the composition, duties, and responsibilities 
of the audit committees of public companies.  Audit committee members are 
in the process of implementing the new requirements to fulfil investor 
expectations and protect shareholder interests.  They are also seeking 
resources and tools to assist in executing their new responsibilities 
effectively and efficiently.  

Deloitte & Touche is committed to helping audit committee members and 
management remain apprised of emerging requirements and trends.  With 
that objective, we have published The Audit Committee Resource Guide.   
It presents a history and overview of the new requirements and, more 
importantly, emerging best practices and specific steps for consideration.  
The Audit Committee Resource Guide also includes a compilation of 
resources and tools developed by Deloitte & Touche and other professional 
service organisations and trade groups that we believe will be useful in 
helping audit committees comply with the new requirements.  

 DELOITTE & TOUCHE STUDY OF EXPENSING STOCK OPTIONS  

Deloitte & Touche (US) has surveyed 120 Fortune 1000 companies 
regarding expensing employee stock options.  While a few companies 
currently expense stock options or have plans to do so, the majority of 
respondents (53%) are taking a ‘wait-and-see’ approach.  A significant 
minority (35%) will not expense options unless mandated by legislation 
and/or regulatory change.   
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ACCOUNTING STANDARDS UPDATE IN THE ASIA-PACIFIC REGION 
 
CHINA 
Contact: Patrick Tsang 
pattsang@deloitte.com.cn 
 
 

Negative goodwill.  In March 2003, the Ministry of Finance issued a 
circular that requires that all new negative goodwill be credited directly to 
shareholders’ equity.  Companies may continue to amortise negative 
goodwill that aros e prior to issuance of the circular. 

Quarterly reports of listed companies.  In March 2003, t he China 
Securities Regulatory Commission (CSRC) changed its guidelines on 
quarterly reporting.  Quarterly reports must include information about 
significant accounting policy changes, error corrections, and explanations 
for any changes in scope of consolidation.  Disclosure is also required about 
changes to any senior executive management positions or controlling 
shareholders, serious court cases and final rulings, and the total amount of 
guarantees and cash assets entrusted to other institutions.   

Certification of financial statements by executives and other 
disclosures.  In January 2003 the CSRC revised its Form and Content 
Standard No. 2 for corporate annual rep orts and accounts (effective for 2002 
financial reports) to require, among other things that managers and financial 
executives guarantee in writing that the information contained in the 
financial reports is true and complete.  The revised rules also standardise the 
format of the annual report summary by including a reporting format in an 
appendix.   

Accounting System for Not-for-Profit Organisations.  The MOF has 
issued for comment an exposure draft of an accounting system for not-for-
profit organisations.  The system requires these organisations to use accrual 
accounting (with certain exceptions) and explains how to account for 
donations of cash and non-cash assets (including unrestricted, temporarily 
restricted, and permanently restricted donations), grants, income and 
expense recognition, depreciation, impairment recognition, and financial 
reporting.   

 
INDIA 
Contact: Narendra P. Sarda 
snp@deloitte.com  
 

The following revised Accounting Standards have been issued by the 
Institute of Chartered Accountants of India (ICAI): 

The Effects of Changes in Foreign Exchange Rates (AS 11).   The revised 
AS 11 is effective for accounting periods commencing on or after 1  April 
2004.  The following are the major differences between the old and the 
revised AS 11: 

q The old AS 11 required exchange differences arising on repayment of 
liabilities incurred for the purpose of acquiring fixed assets, which were 
carried in terms of historical cost to be adjusted in the carrying amount 
of the respective fixed assets.  The revised Standard adopts the 
benchmark treatment in IAS 21 that requires all exchange differences to 
be recognised as expense/revenue in the current period. 

q The revised Standard, in line with IAS 21, requires classification of 
foreign operations as those that are part of the enterprise (termed 
integral foreign operations) and those that are largely independent 
(termed non-integral foreign operations).  The financial statements of 
the foreign operations, which are integral, should be translated by using 
the temporal method that involves application of a combination of 
historical and closing rates.  In translating the financial statements of a 
non-integral foreign operation, the assets and liabilities, both monetary 
and non-monetary, should be translated at the closing rat e, items of 
income and expenditure should be translated at the exchange rates at the 
dates of the transactions and all resulting exchange differences should 
be accumulated in a foreign currency translation reserve until the 
disposal of the net investment. 
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INDIA, continued q The revised Standard specifically deals with foreign exchange contracts 

entered into for the purpose of trading or speculation, which were not 
specifically dealt with in the old AS 11. 

Accounting for Investments (AS 13).   The ICAI has revised AS 13 by 
extending its non-applicability to Venture Capital Funds.  This is effective 
for accounting periods commencing on or after 1 April 2002. 

Applicability of Accounting Standards to Co-operative Societies.   The 
ICAI has clarified that the Accounting Standards shall apply to financial 
statements of co-operative societies that (a) carry on commercial, industrial, 
or business activities and (b) are subject to the attest functions of the 
members of the ICAI. 

 

JAPAN 
Contact: Kunio Kishino 
kunio.kishino@tohmatsu.co.jp  
 
 
 

The following accounting and auditing standards and related publications 
were issued in Japan during the first quarter of 2003: 

Issued Issuer* Document Description 

6 Feb. 
2003 ASBJ 

Report of Practical Issues No.7, Temporary 
Treatment of Accounting for Tax Effects To Be 
Applied Under Consolidated Tax Return System 
(No.2) 

6 Feb. 
2003 ASBJ 

Report of Practical Issues No.8, Practical 
Treatment of Issuer’s Accounting and Reporting 
for Paper-less Commercial Paper 

10 Dec. 
2002 JICPA 

Revis ion of Auditing Standards Committee 
Report No.15 (Interim Report), Understanding 
and Use of Organization and Works of Internal 
Audits 

10 Dec. 
2002 JICPA 

Revision of Auditing Standards Committee 
Report No.16 (Interim Report), Audit Work 
Papers 

31 Jan. 
2003 JICPA 

Auditing Committee Report No.75, Practical 
Guideline Concerning Preparation of Auditors’ 
Reports (Interim Report) 

16 Jan. 
2003 JICPA 

Revision of Auditing Standards Committee 
Report No.18 (Interim Report), Assessment of 
Effectiveness of Internal Control on Trust 
Activities 

16 Jan. 
2003 JICPA 

Revision of Auditing Standards Committee 
Report No.22 (Interim Report), Auditors’ 
Consideration of Going Concern Assumption 

*ASBJ = Accounting Standards Board of Japan 
  JICPA = Japanese Institute of Certified Public Accountants 

 
  

NEW ZEALAND 
Contact: Denise Hodgkins 
dhodgkins@deloitte.co.nz  
 

Recent Financial Reporting Standards 

FRS 3, Accounting for Property, Plant and Equipment.  FRS 3 was 
issued in March 2001 and is applicable for all financial reporting periods 
ending on or after 31 March 2002.  The standard covers all aspects of 
accounting for items of property, plant and equipment with the exception of 
investment properties and properties intended for resale, which are covered 
by SSAP 17.  Certain changes have been made to FRS 3, notably in the 
transitional provisions for revaluations of assets and capitalisation of 
borrowing cost.   
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NEW ZEALAND, continued The following standards took effect for financial reporting periods ending 

on or after 31 December 2002.  They had been issued in October 2001:  

q FRS 36, Accounting for Acquisitions Resulting in Combinations of 
Entities and Operations. 

q FRS 37, Consolidating Investments in Subsidiaries 
q FRS 38, Accounting for Investments in Associates.   

FRS -39, Summary Financial Reports.  The standard was issued in 
September 2002 and is applicable for periods ending on or after 31 
December 2002.   

TPA 9, Service Performance Reporting.  This technical practice aid was 
approved in September 2002.  For entities that report a Statement of Service 
Performance, TPA 9 provides guidance in relation to the specification, 
measurement, and reporting of service performance.   

Current Exposure Drafts 

ED-90, Agriculture.  ED 90 is based on the corresponding international 
standard IAS 41, Agriculture, and is similar to the corresponding Australian 
standard.  The proposed standard will govern the accounting treatment for 
all biological assets (living animals or plants) during the period of growth, 
procreation, and degeneration, and for agricultural produce only at the point 
of harvest.   

ED-91, Related Party Disclosures.  This proposed financial reporting 
standards is a revision of SSAP 22, Related Party Disclosures, and an 
update of ED 74.  The standard distinguishes between director transactions 
and transactions with other related parties.  It also proposes to abolish the 
current differential reporting exemptions and to require full disclosure of 
related party information. 

ED 92, Preface to Financial Reporting Standards.  This exposure draft 
was issued in June 2002 prior to the announcement by the ASRB to 
recommend to government and other interested bodies that listed issuers be 
required to comply with International Reporting Standards.  Among other 
things this standard sets out the Board’s policy on international convergence 
and harmonisation therefore revision of this exposure draft is likely. 

ED 93, Share Based Payment.  ED 93 was issued in November 2002 and 
is based on ED 2, Share Based Payment, issued by the International 
Accounting Standards Board.  

ED 94, Business Combinations.  ED 94 was issued in December 2002 and 
is based on ED 3, Business Combinations, issued by the International 
Accounting Standards Board.   

Other Releases 

New Zealand Code of Ethics 2002 was issued in November 2002 and is 
applicable from 1 July 2003.  It provides new guidance for members in 
public practice and expanded guidance for members in employment.   

ED New Zealand Code of Ethics: Independence in Assurance 
Engagements was issued in July 2002.  The exposure draft is substantially 
based on the IFAC Code of Ethics section 8 and provides guidance on 
safeguards to independence.   
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SINGAPORE 
Contact: Dinyar Framjee 
dframjee@deloitte.com  
 

The Singapore government has issued Companies (Accounting 
Standards)(Amendments) Regulation 2003.  The regulation made all 
interpretations of the Standing Interpretations Committee (SIC) effective on 
1 February 2003.  The numbering of Interpretations of Singapore Financial 
Reporting Standards (INT FRS) was also aligned with the SIC numbers.  All 
Singapore-incorporated companies are required to follow the INT FRS 
approved by the Council on Corporate Disclosure and Governance.  As a 
result of this Regulation, the following SIC were adopted: 

q INT FRS 5 (SIC 5), Classification of Financial Instruments – 
Contingent Settlement Provisions; 

q INT FRS 7 (SIC 7), Introduction of the Euro; 
q INT FRS 8 (SIC 8), First Time Application of FRSs as the Primary 

Basis of Accounting; 
q INT FRS 16 (SIC 16), Share Capital – Reacquired Own Equity 

Instruments (Treasury Shares); 
q INT FRS 19 (SIC 19), Reporting Currency – Measurement and 

Presentation of Financial Statements under FRS 21 (SAS 20) and FRS 
29 (SAS 38); and 

q INT FRS 30 (SIC 30), Reporting Currency – Translation from 
Measurement Currency to Presentation Currency. 

The remaining differences between Singapore FRS and IFRS, other than 
effective dates, are: 

q IAS 30, IAS 39, and IAS 40 are not adopted under FRS; 
q IAS 16 requirements for revaluing assets carried at revalued amounts 

on a regular basis does not ap ply to pre-1983 revalued assets; and 
q IAS 22.99 differs especially with regards to goodwill written off against 

reserves, for which restatement is optional under FRS for all periods 
prior to adoption of the standard. 

The following exposure draft of proposed standard issued in 2000 is still 
outstanding:  

q ED/SAS 40, Investment Property (IAS 40). 

The following exposure drafts of proposed standards issued in 2002 are still 
outstanding: 

q ED/SAS 47, Proposed Improvements to Statements of Accounting 
Standards; 

q ED/SAS 48, Proposed Amendments to SAS 32 (IAS 32), Financial 
Instruments: Disclosure Presentation and SAS 33 (IAS 39), Financial 
Instruments: Recognition and Measurement;  

q ED/FRS 1, First-time Application of Financial Reporting Standards 
(ED/IFRS 1); 

q ED/FRS 2, Share-based Payment (ED/IFRS 2); 
q ED/FRS 3, Business Combinations (ED/IFRS 3); and 
q ED/FRS, Proposed Amendments to SAS 34 Intangible Assets and SAS 

36 Impairment of Assets (ED Proposed Amendments to IAS 36 
Impairment of Assets and IAS 38 Intangible Assets). 

The revision to the following standard relating to the term “same 
investment”, which had been deferred indefinitely, has been made effective 
by the adoption of FRS 25: 

q SAS 25, Accounting for Investments (IAS 25 Rescinded). 

 
TAIWAN 
Contact: William Lin 
blin@deloitte.com  
 

The Accounting Research and Development Foundation (ARDF) of Taiwan 
has issued an exposure draft of proposed SFAS 33, Accounting for 
Transfers and Servicing of Financial Assets and Extinguishments of 
Liabilities, in the first quarter of 200 3.  The exposure draft is based on IAS 
39, and focuses on the issues of accounting for transfers and servicing of 
financial assets and extinguishments of liabilities.  Comment deadline is 31 
March 2003.   
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