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IASB EFFORTS

Draft IFRS for SMEs

· Intended for entities that do not have public accountability and do publish general purpose financial statements for external users.

· Provides underlying concepts and principles and addresses specific accounting topics.
· Principles based.

· Self-contained, 200 pages. 85% reduction from full IFRS. 
· Based on full IFRS.

· Historical cost is main accounting convention. Accrual basis.
· Modifications based on user needs and cost-benefit considerations.

· Based on assumption that user needs are focused on short-term cash flows, liquidity, and solvency; less interest in long-term earnings forecast.
· Five types of simplifications based on user needs and cost-benefit:

a. Some topics in IFRS not included if irrelevant to SME, but if encountered, required to look to full IFRS.

b. Where IFRS has options, include only simpler option, but SME may use complex option by following full IFRS.

c. Many recognition and measurement simplifications.
d. Reduced disclosures from about 3,000 items to about 400 items.
e. Simplified drafting.
· Maintenance – Biennial, but exceptions allowed.
· Progress and Future
· Staff analyses of comments and field tests, and staff recommendations for changes to the ED to Board 1Q 2008.

· Working Group meet 10-11 April, recommendations to Board.

· Final IFRS by end of 2008
CANADIAN EFFORTS

1. Publicly accountable enterprises – IFRS adoption

2. Non-publicly accountable (“private”) enterprises – Unresolved.  Models being considered.

1.
Publicly accountable enterprises

· IFRS will become Canadian accounting standards for publicly accountable enterprises on January 1, 2011. This includes preparation of comparative figures for 2010. Earlier adoption possible.
· Private enterprises and NPOs not included. But they can elect to follow IFRS.
· Intention is to adopt IFRS in full, without modifica​tion. The experience of other countries has indicated that country-specific variation is counterproductive.
· By May 2008, Canadian Accounting Standards Board (AcSB) will issue an omnibus exposure draft, Adopting IFRSs in Canada, which contains all IFRS as of January 1, 2007.
· Respondents asked to identify difficulties in applying IFRS to Canadian situations and making the transition.
· Industry groups currently addressing transition issues.
2.
Private enterprises

· Early 2008, AcSB issued an Invitation to Comment on three proposed GAAP options for non-publicly accountable enterprises with significant external users. The AcSB later decided to discuss a possible simplified form of GAAP for all non-publicly accountable enterprises.

· Models under consideration include:
1. Development of a set of Canadian accounting standards for private businesses. This model might be similar to the existing model, or could be a simplified version, reflecting the perceived reduced information needs of users of the financial statements of privately owned businesses. 
2. Adoption of the draft IFRS for SMEs. 
3. Adoption of a version of IFRS that continues the Canadian practice of providing "differential reporting" options for companies based on the information needs of their shareholders. 
4. Framework for Owner Managed Enterprises (FOME) (see details below)

· CICA believes the ideal solution is an approach that allows for two reporting models under GAAP – IFRS for publicly accountable enterprises and another comprehensive and self-contained simplified framework for all non-publicly accountable entities, potentially including many not-for-profit organizations.
· CICA research showed little or no support for different standards for private companies with significant external users of their financial statements and those without significant external users

Canada – Framework for Owner Managed Enterprises (FOME)
· Intended for entities that do not have public accountability and do not have significant external users.

· No intention to scope out enterprises that are not always owner managed.

· Research showed that creditors are making lending decisions based on a portfolio risk approach, and have no need for GAAP financial statements.

· Framework largely based on existing accounting sections of the Handbook.

· Some elements and sections of the IASB SME document have been incorporated into the Framework.

· Principles based

· Provides underlying concepts and principles and addresses specific accounting topics.

· Intention is to develop implementation guidance.

· Maintenance – Biennial.
· Progress and future

· Comment period on proposed framework ended January 31, 2008.

AUSTRALIAN EFFORTS

· Since 2002, the Australian Accounting Standards Board (AASB) has been implementing the adoption of IFRS for application to periods beginning on or after 1 January 2005. 
· The AASB decided to continue to issue sector-neutral standards, that is, standards applicable to both for-profit and not-for-profit entities, including public sector entities. 

· Except for standards that are specific to the not-for-profit or public sectors or that are of a purely domestic nature, the AASB is using IFRS as the “foundation” standards to which it adds material detailing the scope and applicability of a standard in the Australian environment.
· Additions are made, where necessary, to broaden the content to cover sectors not addressed by IFRS and domestic, regulatory or other issues.
· A dominant item on the AASB’s agenda is to review the differential reporting regime in Australia. This review can be expected to result in a new approach to differential reporting.
· The AASB discussed its tentative decisions in December 2007 that there should be two tiers of reporting in respect of for-profit Corporations Act entities: 
· (a) Tier 1: full IFRS for publicly accountable entities; and 
· (b) Tier 2: a choice for an entity that is not publicly accountable to elect either of the following: 
· IFRS for SMEs 
· Full IFRS recognition and measurement requirements plus limited specified disclosures. 

· The AASB considered an issues paper on the second option in tier 2 and decided to defer further consideration of the issues until the final outcome of the IASB’s IFRS for SMEs is known. The Board noted that a final decision on its approach depends on the nature and extent of disclosures required by the forthcoming IFRS for SMEs. 
U.K. EFFORTS

· Since 2005, all listed companies (listed on an EU regulated Stock Exchange) across the European Union have to prepare their consolidated financial statements based upon IFRS.
· Government bodies will be required to adopt IFRS for their 2009/10 financial statements.
· All UK companies not using IFRS for their accounts will be expected to continue to comply with UK GAAP and the accounting requirements of the Companies Act.
· UK Accounting Standards Board(ASB) continues to consider a strategy for the convergence of UK GAAP with IFRS
· In 2007, the Financial Reporting Standard for Smaller Entities (FRSSE) became effective.
· The FRSSE presents simplified and modified UK GAAP for smaller entities. The basic measurement requirements in the FRSSE are the same as those in other accounting standards (although with some slight simplifications), but many of the disclosure and presentation requirements of other standards have not been included in the FRSSE. 
· The FRSSE is a standard that may be applied by companies that qualify as small under the Companies Act 1985 and other entities that would have qualified as ’small’ had they been incorporated. The Companies Act definition of ’small’ encompasses most companies with an annual turnover of up to £5.6 million. 
· Entities adopting the FRSSE are exempt from applying all other accounting standards. This considerably reduces the volume of accounting standards those entities need to comply with or refer to. 
· It remains open to them to choose not to adopt the FRSSE and to comply with the other UK accounting standards instead or, if they are companies, international accounting standards.
· UK Consideration of draft IFRS for SME:
· The UK ASB is of the opinion that there are three main implications that need to be considered by constituents. 
· 1) Constituents need to consider what other role the IFRS for SMEs may play within the UK ASB’s convergence project
· Is it suitable for a mid-tier of companies above the current range for the FRSSE but below those currently required to apply full IFRS?
· 2) Is the IFRS for SMEs an appropriate replacement for the FRSSE? 
· 3) If the IFRS for SMEs is to be considered a suitable basis for middle tier companies, or as a replacement for the FRSSE, what changes will need to be made to it?
·  The UK ASB is inviting constituents’ views on these implications, which also includes a question on the relative costs and benefits of the ASB adopting the proposed IFRS for SMEs. 
NEW ZEALAND EFFORTS
· In 2002, the New Zealand Accounting Standards Review Board (ASRB), decided that all New Zealand entities that prepare general purpose financial statements were required to adopt NZ IFRS for periods beginning January 1, 2007.
· In 2004, the ASRB approved the stable platform of New Zealand equivalents to IFRS (NZ IFRSs).
· Since that decision was made, there has been much debate about the applicability of NZ IFRS to small entities, particularly small family-owned businesses and not-for-profit organizations.
· A government review of the financial reporting requirements applying to small and medium-sized companies under the Financial Reporting Act will commence in mid-2008.
· It is possible this review could remove the legislative requirement for many small companies to prepare GAAP-compliant financial reports.
· As a result, the ASRB has decided that mandatory adoption of NZ IFRS should be delayed for some small companies.
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