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W ith over 100 countries requiring or accepting International Financial Reporting Standards,
the likelihood of companies around the globe using the same accounting standards is in view.

Never in history has there been a time when we were closer to the ideal where companies around
the globe all use the same accounting standards in their financial reporting. International Financial
Reporting Standards (IFRS) are now required or accepted in over 100 countries, and some estimate
that number will grow to 150 countries in the next few years.

About 9,000 listed companies in Europe use IFRS, and IFRS are the accounting standards in Australia,
New Zealand and South Africa. They will be the standards in Brazil starting 2010 and Canada start-
ing 2011. And China is phasing in IFRS for public, private and state-owned companies starting in
2007.

The current discussion in the U.S. has shifted from whether to allow IFRS, to when. As it is now, for-
eign private issuers filing reports that include financial statements prepared with non-U.S. generally
accepted accounting principles (GAAP) must also provide a reconciliation from their home country
GAAP to U.S. GAAP. On June 20, 2007 the U.S. Securities and Exchange Commission (SEC)
announced it was proposing to eliminate the requirement to reconcile foreign financial statements to
U.S. GAAP if the foreign filer uses the English language version of IFRS issued by the International
Accounting Standards Board (IASB). That proposal contemplates acceptance of IFRS statements
beginning Jan. 1, 2009.

Then, in July, the SEC issued a Concept Release seeking comments on what U.S. companies think
about having the option to use IFRS financial statements in their SEC filings.

In its June 2007 proposal to accept IFRS financial statements the SEC took pains to emphasize which
IFRS it was referring to. The emphasis on “ IFRS issued by the IASB” continues to be a hot button for
the SEC. There will not be a universally accepted set of global accounting standards if home-country
standards are mis-labeled “ IFRS.” A set of financial statements prepared using Country A’s GAAP is
not suddenly comparable to another set prepared using Country B’s GAAP simply because the state-
ments are labeled IFRS across the top. The SEC generally likes IFRS, but what the SEC does not like is
what Ethiopis Tafara, director of the SEC Office of International Affairs, referred to on May 8 as
“ nationally-tailored versions of IFRS that will plunge us back into a Babel of national GAAPs.”
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