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IFRS Insights
Achieving a global standard 

SEC holds roundtable discussions  
on IFRS 
On July 7, 2011, the U.S. Securities and Exchange 
Commission (SEC) held roundtable discussions with 
investors, regulators, and representatives from smaller 
public companies to discuss the benefits and challenges 
related to the potential incorporation of International 
Financial Reporting Standards (IFRS) into the U.S. financial 
reporting system. The discussions touched on many of 
the topics covered in the SEC’s May 26, 2011, Staff Paper 
“Exploring a Possible Method of Incorporation,” which 
presented a possible framework for this process.
 
Investors
All of the individuals on the investor panel strongly 
supported a single set of high-quality globally accepted 
accounting standards and agreed that having a “single 
global language” would significantly benefit investors. 
Some panelists indicated that investors in the United States 
have experience with IFRS, and in making appropriate 
investment decisions they adjust their financial information 
for differences between IFRS and U.S. Generally Accepted 
Accounting Principles (GAAP). It was noted that such 
investment decisions, however, should not be affected by 
whether a company reports under IFRS or U.S. GAAP. 

Concerns were raised about the International Accounting 
Standards Board’s (IASB) governance and funding, in 
particular regarding the fact that financial reporting 
may, in some countries, be serving public policy interests 
rather than those of investors. It was emphasized that it 
is important for the IASB to have reliable and transparent 
standard setting processes in place, similar to those of 
the U.S. Financial Accounting Standards Board (FASB), 
that involve (1) formal continuous feedback from all 
constituents, (2) rigorous testing and analysis of the  
results, and (3) a means of determining that the standards 
are comprehensive and meet the needs of financial 
statements users.
 
Additional concerns were raised regarding the uniform 
application of principles-based accounting standards and 
the IASB’s interpretative mechanisms. Some panelists 
suggested, however, that uniform application of IASB 
standards around the world should not be a precondition 
for incorporating IFRS into the U.S. financial reporting 
system. They noted that a global financial reporting 
language based on IFRS is better than multiple financial 
reporting languages (i.e., retaining both U.S. GAAP and 
IFRS) even if that global financial reporting language has 
regional dialects. Investors stressed the importance of the 
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IASB having a responsive interpretative mechanism (subject 
to a formal standard-setting process) and they noted that 
local interpretation of IFRS could lead to diverse application 
of IFRS globally. However, some suggested the FASB would 
need to consider providing additional U.S. interpretations 
if the IASB does not provide interpretations on important 
issues. In addition, some investors noted that interpretation 
by certain regulators (e.g., the SEC) could lead to diverse 
application of accounting standards. Investors also 
indicated that they preferred retrospective application of 
the standards.

Regulators
The regulatory panel included representatives from the 
Federal Energy Regulatory Commission, the National 
Association of Insurance Commissioners, the National 
Association of State Boards of Accountancy, the Office 
of the Comptroller of the Currency, and the Federal 
Housing Finance Agency. Like the smaller public company 
panelists, the regulatory panelists had differing views on 
the appropriateness of incorporating of IFRS into the U.S. 
financial reporting system. Their discussion highlighted the 
current use of U.S. GAAP financial information in various 
regulatory activities, the steps required and potential timing 
to make changes to the regulations, and the costs and 
benefits of potential IFRS incorporation. The regulators 
indicated that sufficient time needs to be provided for 
the transition to IFRS and that the needs of U.S. investors 
should be carefully considered.

Smaller public companies
The panelists representing smaller public companies 
(and audit firms that specialize in audits of smaller public 
companies) had differing views about whether IFRS should 
be incorporated into the U.S. financial reporting system. 
All panelists expressed concern about the lack of resources 
and the potential implementation costs, as compared to 
the related benefits.
 
When discussing when and how to transition to IFRS (if 
the SEC decides to incorporate IFRS), the panelists had 
significant concerns with the model that prolongs the 
implementation of the standards (i.e., the staggered 
approach). Most supported a “big bang approach” if 
mandated in a realistic time frame because a staggered 
transition was perceived as more costly. The panelists also 
emphasized the importance of completing the FASB’s and 
IASB’s current convergence projects before the SEC sets the 
date for incorporating IFRS. 

One panelist suggested that smaller public companies be 
given the option — rather than the requirement — of 
transitioning to IFRS. The panelists had differing views on 
whether to allow early adoption. 

Next steps
The SEC is currently reviewing the comment letters received 
on the Staff Paper and the testimony provided during 
the roundtables. They have not indicated when they will 
provide their next update.

For additional information related to the Staff Paper, please 
view our online resources, including:

IFRS in the U.S.: Responding to the challenge — a 
point of view document that outlines some of the leading 
practices that companies should consider to efficiently 
navigate through this period of change.

Heads Up: SEC Staff Issues Paper Exploring Possible 
Method of Incorporating IFRSs for U.S. Issuers — a 
publication that provides an overview of the SEC’s Staff 
Paper and discusses the SEC’s anticipated next steps before 
making a final decision for how to proceed.

IFRS: What Does the Latest SEC Update Mean  
for You? — listen to the archive of our June 13, 2011, 
Dbriefs webcast to learn more about what the SEC 
workplan update really means, how the update is expected 
to impact the FASB’s and IASB’s convergence efforts, a 
possible timeline for IFRS adoption in the U.S., and what 
U.S. companies could consider doing now to prepare.

Statutory reporting: A systematic 
approach to country conversions
Multinational companies face increasing complexity around 
their financial reporting. Changes in the regulations in 
many countries are heightening this challenge — especially 
for U.S. companies with many subsidiaries located around 
the world that need to file statutory reports.
 
The movement towards a global set of financial reporting 
standards is intended to help increase the transparency 
and comparability of financial information and disclosures. 
Although the timing and method of incorporating 
International Financial Reporting Standards (IFRS) into the 
U.S. financial reporting system is yet to be finalized, many 
countries have adopted IFRS either fully, partially,  
or voluntarily. 

http://www.deloitte.com/view/en_US/us/Services/audit-enterprise-risk-services/Financial-Accounting-Reporting/IFRS/c71dac0f83250310VgnVCM2000001b56f00aRCRD.htm?id=us_email_AERS_IFRSI_060611
http://www.deloitte.com/view/en_US/us/Services/audit-enterprise-risk-services/Financial-Statement-Internal-Control-Audit/Accounting-Standards-Communications/479ea1b965c40310VgnVCM1000001a56f00aRCRD.htm?id=us_email_AERS_IFRSI_060611
http://www.deloitte.com/view/en_US/us/Services/audit-enterprise-risk-services/Financial-Statement-Internal-Control-Audit/Accounting-Standards-Communications/479ea1b965c40310VgnVCM1000001a56f00aRCRD.htm?id=us_email_AERS_IFRSI_060611
http://www.deloitte.com/view/en_US/us/Insights/Browse-by-Content-Type/dbriefs-webcasts/aeb2674c89e00310VgnVCM3000001c56f00aRCRD.htm?id=us_email_AERS_IFRSI_060611
http://www.deloitte.com/view/en_US/us/Insights/Browse-by-Content-Type/dbriefs-webcasts/aeb2674c89e00310VgnVCM3000001c56f00aRCRD.htm?id=us_email_AERS_IFRSI_060611
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More than a country-by-country issue
With the importance of global accounting policy alignment 
and the potential tax and system impacts, corporate 
offices are becoming increasingly focused on the statutory 
reporting of their foreign subsidiaries. The increased use of 
IFRS as a replacement for various local generally accepted 
accounting principles (GAAP) can give rise to a number of 
risks, including:

•	Cost inefficiencies. The absence of a systematic 
approach to country conversions can create duplication 
of efforts, inconsistent policy elections, and a lack of 
coordination between other accounting and  
technology initiatives. 

•	Potential for restatements and penalties. The 
increasing global movement toward IFRS will allow for 
more centralized and stringent regulation, which may 
increase the risk of restatements and penalties.

•	Inconsistent application of standards. In the absence 
of centralized IFRS implementation, multinational 
companies may be inconsistent in applying the standards 
across individual countries.

•	Incorrect adoption. Misapplication of standards could 
adversely impact tax provisions and have a detrimental 
effect on tax structures (debt vs. equity).

What are companies doing now?
To the extent possible, there can be a number of significant 
advantages to adopting IFRS policies to satisfy statutory 
reporting requirements around the world. Timely and 
effective planning for individual country conversions is 
crucial in attaining those advantages and can be started 
through consideration of the following steps: 

•	Assessing the statutory landscape. In order to 
determine the impact of IFRS on your company, you may 
need to conduct an assessment of the quality of your 
statutory reporting processes. When performing this 
assessment, there are a few questions you should  
be asking:

 – Under how many different GAAPs do we report?
 – How many statutory reports do we file?
 – How much does our statutory reporting cost?
 – How good are our controls over statutory reporting?
 – Would mandatory changes in statutory reporting 

require significant system changes?

 – Can we eliminate divergent accounting systems and 
devise a global approach to complex standards?

 – What is the risk of non-compliance in each country in 
which we file a statutory report?

 – How many adjustments are made from U.S. GAAP to 
local GAAP, and are they truly needed?

 – Where do we rely significantly on external firms for 
statutory compliance?

 –  Where are we adopting IFRS as local GAAP and how 
confident are we that our people could perform the 
conversion without assistance?

 –  In which countries will we be affected by a future 
requirement for IFRS financial statements?

 –  How many local GAAPs can we replace with IFRS?

•	 Developing roadmaps and project plans. Milestone-
driven planning allows for optimal application of 
human and financial resources. The roadmaps would 
also provide for cross-functional synchronization 
(i.e., accounting, process, IT, training, etc.) and clear 
assumptions on chronological deadlines and timing of 
conversion milestones.

•	 Identifying templates, tools, and accelerators. Many 
of the elements of IFRS application can be standardized 
and performed centrally either through the use of a 
shared service center or at corporate headquarters. 
Increased standardization of individual conversions 
can lead to cost reductions from increased internal 
efficiencies and reduction of third-party fees and greater 
transparency and comparability.

•	Synchronizing with convergence efforts. Accounting 
policies may be changing in order to address significant 
convergence projects (i.e., leases, revenue recognition, 
etc.). As a result you may need to:

 – Assemble appropriate template disclosures and 
documentation. 

 – Develop a strategy or approach for gathering and 
storing the data needed to perform new calculations 
under the proposed standards.

 – Develop calculation capabilities to support necessary 
reporting for lease calculation.

As it stands, IFRS may be more complex and restrictive than 
local GAAP used to be in certain countries and this presents 
new risks and significant opportunities for multinational 
corporations.
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IASB seeks public input on its 
agenda
On July 26, 2011, the International Accounting Standards 
Board (IASB) issued Agenda Consultation 2011 to gather 
public views on the strategic direction of its work plan  
and on the prioritization of individual projects and areas  
of financial reporting over the next three years. The  
IASB is seeking public input on the agenda until  
November 30, 2011.

“I see this agenda consultation as a great opportunity to 
discuss ‘what next?’ openly with all those interested in 
and affected by financial reporting,” said IASB Chairman 
Hans Hoogervorst in the publication. He also pointed out 
that understanding the priorities and needs of constituents 
will help the IASB to “create a work plan that reflects the 
diverse needs of [its] global stakeholder base.”

The overall strategic direction and balance of the 
agenda: The IASB’s tentative view 
In consultation with the IFRS Advisory Council, the IASB 
proposes to consider three key aspects of its strategic 
direction that will affect the structure of its agenda over 
the next few years: 

•	 A more diverse IFRS community — The growing 
community of International Financial Reporting 
Standards (IFRS) users is becoming more diverse and, as 
a result, the IASB may need to consider new financial 
reporting issues. 

•	 A more complex market environment — The 
increasing complexity in the financial markets may create 
new issues and challenges for consideration. 

•	 The number of changes that require implementation 
— The IASB is taking into account the amount of work 
and pressure on users and preparers associated with the 
implementation of IFRS. 

In addition to considering these aspects of its strategy, in 
developing its agenda the IASB will consider issues related 
to (1) the “need to demonstrate the quality and relevance 
of the standards” and (2) “the risk that practices related to 
implementation and adoption will diverge.” 

In light of these considerations, the IASB will attempt to 
address five strategic areas which are grouped in two main 
categories: (1) the development of financial reporting and 
(2) the maintenance of existing IFRS. The IASB is seeing 
input on what the strategic priorities should be and how it 

should balance these categories and five strategic areas.
Development of financial reporting 
The strategic areas the IASB would consider in this 
category are:

1. Strengthening the consistency of IFRS — 
Completing the update of the conceptual framework 
and the development of presentation and 
disclosure principles to address concerns raised by 
constituents that “disclosure requirements in IFRSs 
are too voluminous and not always focused on the 
right disclosures.” The IASB may also explore the 
development of a separate IFRS on disclosure to 
replace the current disclosure standards. 

2. Researching strategic issues for financial reporting 
— Acquiring an understanding of, anticipating, and 
meeting, in a more efficient manner, future financial 
reporting needs (e.g., XBRL). 

3. Filling gaps in the IFRS literature through  
standard-level projects — Improving the IFRS 
literature by undertaking standards-level projects to 
develop new standards or to make major amendments 
to existing standards. 

Maintenance of existing IFRS 
The strategic areas the IASB would consider in this 
category are:

1. Obtaining a better understanding of operational 
issues through post-implementation reviews 
— Seeking to better understand operational issues 
after, typically, two years of implementation of new 
requirements. The IASB could then use these reviews in 
considering potential revisions to the standards.

2. Improving the consistency and quality of 
the application of IFRS by responding to 
implementation needs — In response to practice 
issues identified, potentially revising or making narrow 
scope improvements to the standards. 

http://www.ifrs.org/NR/rdonlyres/4EBC32E9-FAFD-4ADD-8757-340009332756/0/AgendaConsultation072011.pdf
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Highest-priority projects Q4 2011 2012

Financial instruments, including

Impairment of financial assets measured at 
amortized cost

Reexposure or review draft

Hedge accounting, including:

General hedge accounting Review draft IFRS

Macro hedge accounting Publish exposure draft

Offsetting of financial assets and financial liabilities IFRS

Leases Reexposure
IFRS

Revenue recognition   Reexposure IFRS

Insurance contracts Reexposure or review draft

Source: IASB and FASB websites. Information as of October 4, 2011.

Understanding financial reporting needs: The IASB’s 
tentative view
In addition to seeking views on the overall strategic 
direction and balance of the its agenda, the IASB is 
gathering constituents’ perspectives on how to prioritize 
existing and new projects given time and resource 
constraints. In particular, the IASB would like input about 
(1) projects that should be given priority and (2) projects 
that previously had been added to the IASB’s agenda but 
were subsequently deferred. 

Highest-priority projects — The IASB proposes to 
continue to give the highest priority to the following 
projects conducted jointly with the U.S. Financial 
Accounting Standard Board (FASB): 

Deferred and proposed projects
In the agenda consultation the IASB identifies projects 
that were previously added to the IASB’s agenda but later 
deferred, including projects on rate-regulated activities, 
financial instruments with characteristics of equity, and 
other comprehensive income (for the full list of projects, 
see Appendix C of the agenda consultation). It also gives 
an overview of the financial reporting topics that the IASB 

proposes to include in the agenda because these topics 
may not provide sufficient guidance, may need revision, or 
were difficult to implement. The IASB seeks constituents’ 
views on the priorities that should be given to these 
individual projects.

Future editions of IFRS Insights will provide updates on 
these projects.
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IFRS resources

If you are looking to learn more about accounting 
convergence and IFRS, consider attending one of our 
upcoming classroom training sessions:

IFRS Boot Camp — this one-day session, co-sponsored by 
Financial Executives International (FEI), will be held in New 
York City on Wednesday, November 16, 2011. Additional 
information can be found on the registration site.

Executive training — this two-day session will be held at 
Deloitte’s Los Angeles office on Wednesday, November 2 
and Thursday, November 3, 20111. Additional information 
can be found on the registration site.

If you are unable to attend a classroom event, please 
consider our IFRS e-learning program which provides  

http://www.financialexecutives.org/KenticoCMS/Events/Conferences/IFRS-Boot-Camp-2011.aspx
http://www.deloitteconference.com/profile/web/index.cfm?PKwebID=0x62473f1ff
http://www.deloitte.com/view/en_US/us/Services/audit-enterprise-risk-services/Financial-Statement-Internal-Control-Audit/International-Financial-Reporting-Standards/a1e4b92754c1c210VgnVCM2000001b56f00aRCRD.htm
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