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Clarification of Acceptable Methods of  

Depreciation and Amortisation (Amendments 

to IAS 16 and IAS 38)

On 12 May 2014, the IASB published clarification on 
the acceptable methods of depreciation and amortisation 
(amendments to IAS 16 and IAS 38). The amendment  
formulates further guidelines on how to calculate the 
decrease in value of property, plant and equipment and of 
intangible assets correctly. While the amendments to IAS 
16 prohibit depreciation based on income or revenue, the 
amendments in IAS 38 include a rebuttable presumption.

In addition, both standards were extended to provide that 
expected future reductions in the selling price could be an 
indication of stronger consumption of the future economic 
benefit embodied in the asset.

Amendments to IAS 16 Property, Plant and Equipment
The three basic types of depreciation possible (straight-
line, diminishing balance and units of production) remain 
unchanged. However, the reference basis is restricted for 
the basis for the units of production method. Accordingly, it 
will not be permissible to base the depreciation of an asset 
on the income or revenue from the goods created using 
the asset. The reasoning provided is that the revenue-based 
reference amount is derived from an interaction between 
quantity and price but that the price component does not 
have any bearing on the actual decrease in value of the 
asset.
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Amendments to IAS 38 Intangible Assets
The amendments in IAS 38 contain a rebuttable  
presumption that a revenue-based amortisation method is 
not appropriate for the same reasons as those stated in IAS 
16. Accordingly, revenue-based amortisation is limited to 
the following situations:
•  the intangible asset is expressed as a measure of  

revenue, if for example the predominant limiting factor 
inherent in the intangible asset is the achievement of a 
revenue threshold, or

•  it can be demonstrated that revenue and the  
consumption of the economic benefits of the asset are 
highly correlated.

The amendments are applicable to annual periods  
commencing on or after 1 January 2016. Earlier application 
is permitted subject to EU endorsement. 

Amendments concerning Acquisitions of 

Interests in Joint Operations (IFRS 11)

On 6 May 2014, the IASB published amendments to IFRS 
11 concerning the acquisition of interests in joint   
operations. IFRS 11 contains provisions on accounting 
for joint ventures and joint operations in the statement of 
financial position and statement of profit or loss. While joint 
ventures are accounted for using the equity method, the 
presentation of joint operations provided for in IFRS 11 is 
comparable to proportionate consolidation. Up until now 
there were no guidelines on accounting for acquisitions of 
interests in joint operations in which the activity constitutes 

Publications of IFRS rules by the IASB

The publications presented below relate to the period from January 2014 up to and including mid-May 2014.
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IASB

IASB publishes amendments to IFRS 10, IFRS 

12 and IAS 28 

The IASB issued amendments to IFRS 10, IFRS 12 and IAS 
27 as far back as October 2012, granting an exception in 
relation to the consolidation of subsidiaries if the parent 
company meets the definition of an investment entity. In 
such a case, the subsidiary is not consolidated but is instead 
presented at fair value in the financial statements. The IFRS 
Interpretations Committee subsequently received 
different queries in connection with the implementation of 
the exception. This prompted the IASB in June 2014 to issue 
ED/2014/2 Investment Entities – Applying the Consolidation 
Exception (proposed amendments to IFRS 10 and IAS 28). 

The amendments pronounced by the IASB on 18 
December 2014 serve to clarify three questions in relation 
to the application of the exception from the duty to 
consolidate pursuant to IFRS 10 if the parent company 
meets the definition of an investment entity: 

• an entity can also apply the consolidation exception if 
its parent company measures its subsidiaries at fair value 
pursuant to IFRS 10

• a subsidiary that provides services that relate to the 
  parent’s investment activities is not consolidated if the 

subsidiary itself is an investment entity
• if an investor that does not meet the definition of an 
  investment entity applies the equity method to an  

associate or joint venture, it can retain the fair value 
measurement that the investee applies to its equity 

investments in subsidiaries. The ban on retaining the 
fair value measurement in the case of an investment 
entity joint venture previously provided for in the draft 
ED/2014/2 has thus been removed.

In addition, and contrary to the draft, the IASB has included 
in the amendment a provision that an investment entity 
which measures all of its subsidiaries at fair value must 
make the disclosures on investment entities required by IFRS 
12. 

Note: The amendments to IFRS 10, IFRS 12 and IAS 28 are 
subject to mandatory adoption for annual periods beginning 
on or after 1 January 2016. Earlier application is permitted 
subject to EU endorsement. The decision regarding 
recognition of the standard by the EU is expected in 
Q4/2015. The amendment is available for download on the 
IASB website in return for a fee.

IASB publishes amendments to IAS 1 – 

Disclosure Initiative 

On 18 December 2014, the IASB published amendments to 
IAS 1. These amendments are part of the IASB’s Disclosure 
Initiative, which comprises a series of sub-projects. The 
initiative aims to result in improvements to IAS 1 and IAS 7 
in the short term. Another objective in the medium term is 
to fundamentally re-examine the development of 
presentation and disclosure requirements in the IFRS 
financial statements (including disclosures in the notes) and 
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Generally accepted accounting principles in the United States

(US GAAP) – often termed ‘rules-based’ – has governed

financial statement presentation for many years through volumes

of broad guidelines for general application as well as detailed

practices and procedures. In contrast, IFRS is referred to as

‘principles-based’ with no industry-specific rules and little

implementation guidance. Regulators, investors, large companies

and auditing firms are realizing the importance of having

common global financial accounting and reporting standards to

increase comparability between companies and improve the

efficiency of conducting business in a cross-border economy.

What financial reporting standards are required by the Securities

and Exchange Commission (SEC) in the US? The answer

depends on whether you are a foreign registrant or a US

registrant. Foreign registrants use US GAAP or domestic GAAP

(which includes IFRS) as the basis for their financial reporting

standards. US issuers are awaiting a final decision by the SEC on

whether they are required to adopt IFRS and when.  While

discussion and momentum on the topic at the SEC has declined,

a decision is still expected in 2011. IFRS is expected to be

phased-in in the United States as follows:

• 2014 financial statements: large accelerated filers

• 2015 financial statements: accelerated filers

• 2016 financial statements: remaining filers

IFRS must be adopted in an annual filing. The financial statement

requirements under IFRS are similar to that of US GAAP;

present two years of comparatives, including the first IFRS

financial statements. US registrants with calendar year ends

would convert to IFRS as of 1 January 2012. If a US registrant

meets certain criteria – such as one of the 20 largest companies

in its industry based on market capitalization – it may voluntarily

adopt IFRS for 2009 year-end reporting.

It may come as a surprise that some US private companies

currently use IFRS for financial reporting purposes, primarily as a

result of having a foreign parent, investor or venture partner that

uses it. Private companies are not required to apply a particular

basis of accounting for financial statement presentation.

Although, reporting has historically followed the method used by

US public companies.  

One key differentiating factor in financial reporting between

public and private companies is that the users and the areas of

emphasis of private company financial statements may differ

from that of a public company. The International Accounting

Standards Board (IASB) recognized this and issued “IFRS for

small and medium-sized entities” (SME) in July 2009. IFRS for

SMEs is a tailored, simplified version. Private companies have four

options for financial reporting – US GAAP, other comprehensive

basis of accounting (OCBOA), full IFRS or IFRS for SMEs. 

The issuance of IFRS for SMEs does not necessarily mean that all

private companies will change their basis for financial reporting.

Private entities are also challenged with understanding the

differences between IFRS for SMEs and US GAAP; whether the

financial statement users are willing to accept financial

statements prepared under IFRS for SMEs; the impact on taxes

and tax planning strategies and the impact on financial reporting

metrics. The reporting burden is reduced by limiting the revisions

to IFRS to once every three years for SMEs. Comprehensive

training material, a technical comparison between IFRS for SMEs

and US GAAP as well as topical Continuing Professional

Education (CPE) courses will soon be available. 

One of the differences identified when comparing IFRS and US

GAAP is that IFRS does not permit the use of Last-In, First-Out

(LIFO) for inventory valuation and depreciation based on asset

components. Additionally, under US GAAP the probability

threshold for contingent liabilities is generally greater than 70%,

while under IFRS it is 50% with the use of a ‘more likely than

not’ concept. 

The IASB and US Financial Accounting Standards Board (FASB)

continue to strive for convergence on accounting issues. The two

governing bodies continue to work to reach a consensus on

topics such as revenue recognition, fair value, income taxes and

pension and post retirement plans. 

You will find various online resources available to help keep you

informed, understand and implement IFRS. Some suggestions

include:

• www.rehmann.com

• http://go.iasb.org/IFRSforSMEs - for the complete guidance,

illustrative financial statements, a presentation and a

disclosure checklist

• www.ifrs.org

• www.aicpa.org

• www.fasb.org

Contributed by Donald Burke (donald.burke@rehmann.com) and

Lisa VanDeWeert (lisa.vandeweert@rehmann.com), Rehmann, USA
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to develop improvements in the corresponding principles 
(principles of disclosure). This is to be used as a basis for a 
fundamental review of all standards. 

The amendments to IAS 1 mainly involve the following 
points:

• assessing the materiality of disclosures in the financial 
statements - the materiality principle in IAS 1 extends to 
all parts of the financial statements. Disclosures that result 
explicitly from other standards can be waived for reasons 
of immateriality. 

• explanations regarding aggregation and disaggregation of 
items in the statement of financial position and statement 
of comprehensive income

• structure of disclosures in the notes - the disclosures in 
the notes do not necessarily have to be made in the order 
specified in IAS 1.114. Disclosures should be made in the 
order of their understandability and comparability. Entities 
can determine their own order; for example, accounting 
options can be presented together with the respective 
item. 

• presentation of the significant accounting policies - the 
guidance in IAS 1 concerning the identification of signifi-
cant accounting policies as part of the disclosures in the 
notes will be deleted, as it was not seen as helpful. 

• presentation of other comprehensive income 
 attributable to associates and joint ventures recognised 

using the equity method

Note: The amendments to IAS 1 are subject to mandatory 
adoption for annual periods beginning on or after 1 January 
2016. Early adoption is permitted subject to EU 
endorsement. The decision regarding recognition of the 
standard by the EU is expected in Q4/2015. The amendment 
is available for download on the IASB website in return for 
a fee.

Annual Improvements to IFRSs (2012-2014 

Cycle) 

On 26 September 2014, the IASB published the 
amendments as part of the Annual Improvements to IFRSs 
2012-2014 Cycle. 

Amendments are proposed to four financial reporting 
standards. 

• IFRS 5: Non-current Assets Held for Sale and 
 Discontinued Operations
   The amendment provides for the inclusion of special 

guidance in IFRS 5 for cases where an entity reclassifies 
an asset from the ‘held for sale’ category to the ‘held for 
distribution’ category or vice versa. Guidance will also be 
introduced for cases where ‘held for distribution’ 

 accounting is ceased.

• IFRS 7: Financial Instruments: Disclosures
   Clarification is provided regarding under which conditions 

the management of a transferred financial instrument is a 
continuing involvement and thus has to be reported. 

   Furthermore, the disclosures on offsetting financial assets 
and financial liabilities do not specifically have to be 
included in all interim reporting pursuant to IAS 34. 

• IAS 19: Employee Benefits  
    The amendments to IAS 19 relate to determining the 
 discount rate. The planned amendments propose that 

high-quality corporate bonds used to estimate the 
 discount rate for post-employment benefit obligations 

should be denominated in the same currency as the
 liability. 
• IAS 34: Interim Financial Reporting
   Disclosures and information which contrary to IAS 34 are 

not presented in the interim financial statements 
 themselves but elsewhere in the annual report should 

include a cross-reference in the interim financial
 statements.

Note: The amendments as part of the Annual 
Improvements to IFRSs 2012-2014 Cycle are subject to 
mandatory adoption for annual periods beginning on or 
after 1 January 2016. Early adoption is permitted subject 
to EU endorsement. The decision regarding recognition 
of the amendment by the EU is expected in Q3/2015. The 
amendment is available for download on the IASB website 
in return for a fee.

Amendments to IFRS 10 and IAS 28 – Sale or 

Contribution of Assets between an Investor 

and its Associate or Joint Venture

The amendments to IFRS 10 (Consolidated Financial 
Statements) and IAS 28 (Investments in Associates and 
Joint Ventures) eliminate inconsistencies between the two 
standards.

IFRS 10 provides for full gain or loss recognition if a 
subsidiary that was previously fully consolidated is 
contributed to an associate or joint venture and therefore 
has to be deconsolidated. By contrast, IAS 28 (revised 2011) 
provides only for partial gain or loss recognition in the 
amount of the unrelated investors’ interests for non-financial 
assets contributed to associates or joint ventures. In future, a 
uniform principle is to be applied: if a business as defined in 
IFRS 3 is transferred, full gain or loss recognition takes place 
at the investor.

If, on the other hand, what is transferred is not a business 
(eg sale or contribution of individual assets), only the gain 
or loss on the unrelated investors’ interests in the investee is 
recognised.

Note: The amendments to IFRS 10 and IAS 28 are subject 
to mandatory adoption for annual periods beginning on or 
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after 1 January 2016. Earlier application is permitted subject 
to EU endorsement. The decision regarding recognition of 
the amendment by the EU is expected in Q4/2015. 
The amendment is available for download on the IASB 
website in return for a fee. 

ED/2014/6 Disclosure Initiative – 

Amendments to IAS 7 

On 18 December 2014, the IASB published ED/2014/6 
Disclosure Initiative (Proposed amendments to IAS 7) for 
comments.

The proposed amendments aim to improve the information 
provided to users of financial statements with regard to an 
entity’s financing activities and liquidity. This objective is to 
be achieved firstly by means of a mandatory reconciliation 
for liabilities from financing activities to be presented in the 
notes to the financial statements. Secondly, the disclosures 
regarding existing restrictions on the entity’s cash and cash 
equivalents are to be extended. 

An entity must provide a reconciliation of liability items in 
the statement of financial position for which cash flows are 
classified or could be classified as financing activities in the 
statement of cash flows. This reconciliation must include 
opening balances in the statement of financial position, 
changes during the reporting period and closing balances in 
the statement of financial position. An explanatory example 
is included with the proposed amendments. No 
reconciliation is required for equity items. 

The draft also includes extended disclosures about cash 
and cash equivalents with restrictions that could affect the 
entity’s decision to use those amounts. These also include 
tax liabilities arising on the repatriation of foreign cash and 
cash equivalents.

Note: The draft does not contain any proposed date of 
first-time application. However, it does propose that the 
amendments should be applicable prospectively without 
additional transition provisions. 
Statements can be submitted to the IASB up until 17 April 
2015. This draft is available for download on the IASB 
website.

ED/2014/5 Classification and Measurement 

of Share-based Payment Transactions (IFRS 2) 

On 26 November 2014, the IASB published ED/2014/5 
Classification and Measurement of Share-based Payment 
Transactions (Proposed amendments to IFRS 2).

The amendments proposed in the draft relate to the 
following matters for which IFRS 2 does not yet provide 
any guidance and the accounting treatment of which is not 

uniform in practice:

• taking vesting conditions (service conditions, market 
 conditions and other performance conditions) into 
 account in the measurement of cash-settled share-based 

payment transactions 
• classification of share-based payment transactions with 

net settlement features, and 
• accounting for a modification to the terms and conditions 

of a share-based payment that changes the classification 
of the transaction from cash-settled to equity-settled. 

The proposed amendments include clarification on the 
accounting for cash-settled share-based payment 
transactions. So far, IFRS 2 states only that the liability 
incurred for cash-settled share-based payment transactions 
must be recognised at fair value. However, the standard 
does not provide any guidance on the effects of vesting 
conditions on the fair value of the liability incurred. The 
amendment proposes that the accounting of cash-settled 
share-based payment transactions should follow the 
approach used for equity-settled share-based payments. This 
would mean that, unlike the market conditions, the vesting 
conditions would not flow into the estimate of the fair value 
on the valuation date. 

The proposed amendments also include classification rules 
for share-based payment transactions that an entity settles 
without withholding tax (i.e. net). If this arrangement is 
classified as equity-settled without the feature of 
withholding tax, the net settlement does not change the 
classification.  

The proposed amendments also contain rules on accounting 
for a modification to the terms and conditions of a share-
based payment that changes the classification of the 
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Generally accepted accounting principles in the United States

(US GAAP) – often termed ‘rules-based’ – has governed

financial statement presentation for many years through volumes

of broad guidelines for general application as well as detailed

practices and procedures. In contrast, IFRS is referred to as

‘principles-based’ with no industry-specific rules and little

implementation guidance. Regulators, investors, large companies

and auditing firms are realizing the importance of having

common global financial accounting and reporting standards to

increase comparability between companies and improve the

efficiency of conducting business in a cross-border economy.

What financial reporting standards are required by the Securities

and Exchange Commission (SEC) in the US? The answer

depends on whether you are a foreign registrant or a US

registrant. Foreign registrants use US GAAP or domestic GAAP

(which includes IFRS) as the basis for their financial reporting

standards. US issuers are awaiting a final decision by the SEC on

whether they are required to adopt IFRS and when.  While

discussion and momentum on the topic at the SEC has declined,

a decision is still expected in 2011. IFRS is expected to be

phased-in in the United States as follows:

• 2014 financial statements: large accelerated filers

• 2015 financial statements: accelerated filers

• 2016 financial statements: remaining filers

IFRS must be adopted in an annual filing. The financial statement

requirements under IFRS are similar to that of US GAAP;

present two years of comparatives, including the first IFRS

financial statements. US registrants with calendar year ends

would convert to IFRS as of 1 January 2012. If a US registrant

meets certain criteria – such as one of the 20 largest companies

in its industry based on market capitalization – it may voluntarily

adopt IFRS for 2009 year-end reporting.

It may come as a surprise that some US private companies

currently use IFRS for financial reporting purposes, primarily as a

result of having a foreign parent, investor or venture partner that

uses it. Private companies are not required to apply a particular

basis of accounting for financial statement presentation.

Although, reporting has historically followed the method used by

US public companies.  

One key differentiating factor in financial reporting between

public and private companies is that the users and the areas of

emphasis of private company financial statements may differ

from that of a public company. The International Accounting

Standards Board (IASB) recognized this and issued “IFRS for

small and medium-sized entities” (SME) in July 2009. IFRS for

SMEs is a tailored, simplified version. Private companies have four

options for financial reporting – US GAAP, other comprehensive

basis of accounting (OCBOA), full IFRS or IFRS for SMEs. 

The issuance of IFRS for SMEs does not necessarily mean that all

private companies will change their basis for financial reporting.

Private entities are also challenged with understanding the

differences between IFRS for SMEs and US GAAP; whether the

financial statement users are willing to accept financial

statements prepared under IFRS for SMEs; the impact on taxes

and tax planning strategies and the impact on financial reporting

metrics. The reporting burden is reduced by limiting the revisions

to IFRS to once every three years for SMEs. Comprehensive

training material, a technical comparison between IFRS for SMEs

and US GAAP as well as topical Continuing Professional

Education (CPE) courses will soon be available. 

One of the differences identified when comparing IFRS and US

GAAP is that IFRS does not permit the use of Last-In, First-Out

(LIFO) for inventory valuation and depreciation based on asset

components. Additionally, under US GAAP the probability

threshold for contingent liabilities is generally greater than 70%,

while under IFRS it is 50% with the use of a ‘more likely than

not’ concept. 

The IASB and US Financial Accounting Standards Board (FASB)

continue to strive for convergence on accounting issues. The two

governing bodies continue to work to reach a consensus on

topics such as revenue recognition, fair value, income taxes and

pension and post retirement plans. 

You will find various online resources available to help keep you

informed, understand and implement IFRS. Some suggestions

include:

• www.rehmann.com

• http://go.iasb.org/IFRSforSMEs - for the complete guidance,

illustrative financial statements, a presentation and a

disclosure checklist

• www.ifrs.org

• www.aicpa.org

• www.fasb.org
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transaction from cash-settled to equity-settled. Such 
modifications are not currently dealt with in IFRS 2. 
Therefore the IASB is proposing that in such cases the 
liability recognised in respect of the original cash-settled 
share-based payment should be derecognised and the 
equity-settled share-based payment should be recognised at 
modification-date fair value to the extent that services have 
been rendered up to the modification date. Any differences 
between the carrying amount of the liability and the amount 
recognised in equity must be recorded in profit or loss 
immediately.

Note: While no date of first-time application is proposed, 
the draft does state that early adoption should be 
permissible. It is intended that the amendments to IFRS 2 
will apply prospectively. Retrospective application is also 
to be possible provided that an entity has all information 
necessary to do so without the use of hindsight.
Statements can be submitted to the IASB up until 25 March 
2015. The draft can be found on the website of the IASB.
This draft is available for download on the IASB website.

ED/2014/4 Measuring Quoted Investments in 

Subsidiaries, Joint Ventures and Associates at 

Fair Value 

On 16 September 2014, the IASB published ED/2014/4 
Measuring Quoted Investments in Subsidiaries, Joint 
Ventures and Associates at Fair Value (Proposed 
amendments to IFRS 10, IFRS 12, IAS 27, IAS 28 and IAS 36 
and Illustrative Examples for IFRS 13). The amendments set 
out how to determine the unit of account for measurement 
at fair value of investments in subsidiaries, joint ventures 
and associates. To date it is unclear whether the
investment as a whole (including any package mark-ups) 
should be used to determine fair value or whether the fair 
value is derived from the value of an individual investment. 

The IASB wishes to use the draft to clarify that in principle 
the entire investment package should be measured. 
However, the fair value of quoted investments is the product 
of the individual financial instruments multiplied by the 
quantity of financial instruments held. The same applies 
with regard to determining the recoverable amount for 
cash-generating units (CGUs) based on the fair value less 
costs of disposal, provided that entities are allocable to 
these CGUs that are quoted in an active market. 

Last but not least, the draft includes an illustrative example 
for IFRS 13.48 (portfolio exception). The example illustrates 
that available observable market prices (Level 1) must be 
used to measure a group of financial assets and liabilities 
with the same market risks.

Note: A date for first-time application has not yet been 
proposed. However, it is intended that the amendments to 
IFRS 12 and IAS 36 will apply prospectively, whereas the 
amendments to IFRS 10, IAS 27 and IAS 28 are to be taken 

into account by adjusting the opening balances on the date 
of first-time application.
The comment period ended on 31 December 2014. This 
draft is available for download on the IASB website.

ED/2014/3 Recognition of Deferred Tax 

Assets for Unrealised Losses (IAS 12)

On 20 August 2014, the IASB published ED/2014/3
Recognition of Deferred Tax Assets for Unrealised Losses 
(Proposed Amendments to IFRS 12). 

The draft serves to clarify various questions regarding the 
recognition of deferred tax assets for unrealised losses 
resulting from the fair value changes of debt instruments and 
recognised in other comprehensive income.

In the draft, the IASB clarifies the following:

• an unrealised loss on a fixed-rate debt instrument 
 measured at fair value leads to a deductible temporary 

difference if the tax base of the debt instrument 
 corresponds to its cost. This applies regardless of whether 

the holder expects to hold the instrument to maturity in 
order to recover the nominal value or to sell the 

 instrument. 
• the carrying amount of an asset does not constitute the 

upper limit for estimating probable future taxable profits.
• when estimating future taxable profits, tax deductions 

from the reversal of deductible temporary differences 
must be excluded.

• if tax law distinguishes between the different types of 
 taxable profits, a separate assessment of whether a
 deferred tax asset must be recognised must be performed 

for each part of the taxable profit. 
• IAS 12 is to be supplemented to include rules that clarify 

how future taxable profit is to be determined for assessing 
the usability of deductible temporary differences.  

Note: The draft does not contain any proposed effective 
date. The comment period ended on 18 December 2014. 
This draft is available for download on the IASB website.
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The issuance of IFRS for SMEs does not necessarily mean that all
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Private entities are also challenged with understanding the

differences between IFRS for SMEs and US GAAP; whether the

financial statement users are willing to accept financial

statements prepared under IFRS for SMEs; the impact on taxes

and tax planning strategies and the impact on financial reporting

metrics. The reporting burden is reduced by limiting the revisions

to IFRS to once every three years for SMEs. Comprehensive

training material, a technical comparison between IFRS for SMEs

and US GAAP as well as topical Continuing Professional

Education (CPE) courses will soon be available. 

One of the differences identified when comparing IFRS and US

GAAP is that IFRS does not permit the use of Last-In, First-Out
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while under IFRS it is 50% with the use of a ‘more likely than

not’ concept. 

The IASB and US Financial Accounting Standards Board (FASB)

continue to strive for convergence on accounting issues. The two

governing bodies continue to work to reach a consensus on

topics such as revenue recognition, fair value, income taxes and

pension and post retirement plans. 

You will find various online resources available to help keep you

informed, understand and implement IFRS. Some suggestions

include:

• www.rehmann.com

• http://go.iasb.org/IFRSforSMEs - for the complete guidance,

illustrative financial statements, a presentation and a

disclosure checklist

• www.ifrs.org

• www.aicpa.org

• www.fasb.org

Contributed by Donald Burke (donald.burke@rehmann.com) and

Lisa VanDeWeert (lisa.vandeweert@rehmann.com), Rehmann, USA

2

Generally accepted accounting principles in the United States

(US GAAP) – often termed ‘rules-based’ – has governed

financial statement presentation for many years through volumes

of broad guidelines for general application as well as detailed

practices and procedures. In contrast, IFRS is referred to as

‘principles-based’ with no industry-specific rules and little

implementation guidance. Regulators, investors, large companies

and auditing firms are realizing the importance of having

common global financial accounting and reporting standards to

increase comparability between companies and improve the

efficiency of conducting business in a cross-border economy.

What financial reporting standards are required by the Securities

and Exchange Commission (SEC) in the US? The answer

depends on whether you are a foreign registrant or a US

registrant. Foreign registrants use US GAAP or domestic GAAP

(which includes IFRS) as the basis for their financial reporting

standards. US issuers are awaiting a final decision by the SEC on

whether they are required to adopt IFRS and when.  While

discussion and momentum on the topic at the SEC has declined,

a decision is still expected in 2011. IFRS is expected to be

phased-in in the United States as follows:

• 2014 financial statements: large accelerated filers

• 2015 financial statements: accelerated filers

• 2016 financial statements: remaining filers

IFRS must be adopted in an annual filing. The financial statement

requirements under IFRS are similar to that of US GAAP;

present two years of comparatives, including the first IFRS

financial statements. US registrants with calendar year ends

would convert to IFRS as of 1 January 2012. If a US registrant

meets certain criteria – such as one of the 20 largest companies

in its industry based on market capitalization – it may voluntarily

adopt IFRS for 2009 year-end reporting.

It may come as a surprise that some US private companies

currently use IFRS for financial reporting purposes, primarily as a

result of having a foreign parent, investor or venture partner that

uses it. Private companies are not required to apply a particular

basis of accounting for financial statement presentation.

Although, reporting has historically followed the method used by

US public companies.  

One key differentiating factor in financial reporting between

public and private companies is that the users and the areas of

emphasis of private company financial statements may differ

from that of a public company. The International Accounting

Standards Board (IASB) recognized this and issued “IFRS for

small and medium-sized entities” (SME) in July 2009. IFRS for

SMEs is a tailored, simplified version. Private companies have four

options for financial reporting – US GAAP, other comprehensive

basis of accounting (OCBOA), full IFRS or IFRS for SMEs. 

The issuance of IFRS for SMEs does not necessarily mean that all

private companies will change their basis for financial reporting.

Private entities are also challenged with understanding the

differences between IFRS for SMEs and US GAAP; whether the

financial statement users are willing to accept financial

statements prepared under IFRS for SMEs; the impact on taxes

and tax planning strategies and the impact on financial reporting

metrics. The reporting burden is reduced by limiting the revisions

to IFRS to once every three years for SMEs. Comprehensive

training material, a technical comparison between IFRS for SMEs

and US GAAP as well as topical Continuing Professional

Education (CPE) courses will soon be available. 

One of the differences identified when comparing IFRS and US

GAAP is that IFRS does not permit the use of Last-In, First-Out

(LIFO) for inventory valuation and depreciation based on asset

components. Additionally, under US GAAP the probability

threshold for contingent liabilities is generally greater than 70%,

while under IFRS it is 50% with the use of a ‘more likely than

not’ concept. 

The IASB and US Financial Accounting Standards Board (FASB)

continue to strive for convergence on accounting issues. The two

governing bodies continue to work to reach a consensus on

topics such as revenue recognition, fair value, income taxes and

pension and post retirement plans. 

You will find various online resources available to help keep you

informed, understand and implement IFRS. Some suggestions

include:

• www.rehmann.com

• http://go.iasb.org/IFRSforSMEs - for the complete guidance,

illustrative financial statements, a presentation and a

disclosure checklist

• www.ifrs.org

• www.aicpa.org

• www.fasb.org

Contributed by Donald Burke (donald.burke@rehmann.com) and

Lisa VanDeWeert (lisa.vandeweert@rehmann.com), Rehmann, USA

2

January 2010  Issue Number 11

IFRS: Public or 
Private Company - 
a U.S. perspective 
What does it mean to you?

What were you doing in 2005? If you were running

a public company in the European Union in

2005, you were adopting the International

Financial Reporting Standards (IFRS) for

your consolidated financial statements. 

Today more than 100 countries require or
permit the use of IFRS with others
expected to follow in the next couple of
years. More than 12,000 companies are
implementing the standards. IFRS was
established in 2001 and currently
consists of 29 International
Accounting Standards (IAS) and eight
IFRS along with 29 Interpretations. 
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Other Standard Setters

EFRAG – Draft endorsement advice on IFRS 

15 (Revenue Recognition)  

On 15 October 2014, EFRAG published draft endorsement 
advice on IFRS 15 Revenue from Contracts with Customers. 
In it, EFRAG assessed the new rules in the standard both in 
terms of the criteria for endorsement by the EU and the costs 
and benefits that would arise from the implementation of 
the amendments in the EU. 

In both cases, EFRAG comes to the conclusion that 
endorsement for use in Europe is to be recommended. As 
far as the effective date is concerned, EFRAG is requesting 
statements of whether it is realistic to adopt the standard 
from 1 January 2017. The comment period ended 15 
December 2014.

EU Endorsement 

EFRAG - Adoption of IFRS 9 back on the 

agenda

The decision whether to adopt IFRS 9 Financial Instruments 
was postponed at EU level in 2012 until the IASB had issued 
a final version of IFRS 9 in order to be able to assess the 
standard as a whole. After the IASB issued a final version 
of IFRS 9 in July 2014, the EU Commission requested that 
EFRAG assess the new standard. 

The new EFRAG status report states that adoption of IFRS 
9 for use in Europe can be expected in the second half of 
2015.

Adoption of IFRS by the EU

EU Endorsement Status Report 

The following table contains standards and interpretations 
that have not yet been adopted by the EU and those that 
have been adopted since our last edition (endorsement). 
This information is based on the EU Endorsement Status 
Report dated 9 January 2015 as issued by EFRAG (European 
Financial Reporting Advisory Group).

Standards IASB entry into 
force

EU 
endorsement 

IFRS 9 Financial 
Instruments (24 
July 2014) 

1 January 2018 H2/2015

IFRS 14 
Regulatory
Deferral Accounts 
(30 January 2014) 

1 January 2016 to be decided

IFRS 15 Revenue 
from Contracts 
with Customers 
(28 May 2014)

1 January 2017 Q2/2015

 
Amendments to standards

Standards IASB entry into 
force

EU 
endorsement 

IFRS 10, IFRS 12 
and IAS 28: 
Investment 
Entities - Applying 
the Consolidation 
Exception (18 
December 2014)

1 January 2016 Q4/2015

IAS 1 - Disclosure 
Initiative (18 
December 2014) 

1 January 2016 Q4/2015

Annual 
Improvements to 
IFRSs (2012-2014 
Cycle) (25 
September 2014) 
(standards 
affected: IFRS 5, 
IFRS 7, IAS 19 
and IAS 34) 

1 January 2016 Q3/2015
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Generally accepted accounting principles in the United States

(US GAAP) – often termed ‘rules-based’ – has governed

financial statement presentation for many years through volumes

of broad guidelines for general application as well as detailed

practices and procedures. In contrast, IFRS is referred to as

‘principles-based’ with no industry-specific rules and little

implementation guidance. Regulators, investors, large companies

and auditing firms are realizing the importance of having

common global financial accounting and reporting standards to

increase comparability between companies and improve the

efficiency of conducting business in a cross-border economy.

What financial reporting standards are required by the Securities

and Exchange Commission (SEC) in the US? The answer

depends on whether you are a foreign registrant or a US

registrant. Foreign registrants use US GAAP or domestic GAAP

(which includes IFRS) as the basis for their financial reporting

standards. US issuers are awaiting a final decision by the SEC on

whether they are required to adopt IFRS and when.  While

discussion and momentum on the topic at the SEC has declined,

a decision is still expected in 2011. IFRS is expected to be

phased-in in the United States as follows:

• 2014 financial statements: large accelerated filers

• 2015 financial statements: accelerated filers

• 2016 financial statements: remaining filers

IFRS must be adopted in an annual filing. The financial statement

requirements under IFRS are similar to that of US GAAP;

present two years of comparatives, including the first IFRS

financial statements. US registrants with calendar year ends

would convert to IFRS as of 1 January 2012. If a US registrant

meets certain criteria – such as one of the 20 largest companies

in its industry based on market capitalization – it may voluntarily

adopt IFRS for 2009 year-end reporting.

It may come as a surprise that some US private companies

currently use IFRS for financial reporting purposes, primarily as a

result of having a foreign parent, investor or venture partner that

uses it. Private companies are not required to apply a particular

basis of accounting for financial statement presentation.

Although, reporting has historically followed the method used by

US public companies.  

One key differentiating factor in financial reporting between

public and private companies is that the users and the areas of

emphasis of private company financial statements may differ

from that of a public company. The International Accounting

Standards Board (IASB) recognized this and issued “IFRS for

small and medium-sized entities” (SME) in July 2009. IFRS for

SMEs is a tailored, simplified version. Private companies have four

options for financial reporting – US GAAP, other comprehensive

basis of accounting (OCBOA), full IFRS or IFRS for SMEs. 

The issuance of IFRS for SMEs does not necessarily mean that all

private companies will change their basis for financial reporting.

Private entities are also challenged with understanding the

differences between IFRS for SMEs and US GAAP; whether the

financial statement users are willing to accept financial

statements prepared under IFRS for SMEs; the impact on taxes

and tax planning strategies and the impact on financial reporting

metrics. The reporting burden is reduced by limiting the revisions

to IFRS to once every three years for SMEs. Comprehensive

training material, a technical comparison between IFRS for SMEs

and US GAAP as well as topical Continuing Professional

Education (CPE) courses will soon be available. 

One of the differences identified when comparing IFRS and US

GAAP is that IFRS does not permit the use of Last-In, First-Out

(LIFO) for inventory valuation and depreciation based on asset

components. Additionally, under US GAAP the probability

threshold for contingent liabilities is generally greater than 70%,

while under IFRS it is 50% with the use of a ‘more likely than

not’ concept. 

The IASB and US Financial Accounting Standards Board (FASB)

continue to strive for convergence on accounting issues. The two

governing bodies continue to work to reach a consensus on

topics such as revenue recognition, fair value, income taxes and

pension and post retirement plans. 

You will find various online resources available to help keep you

informed, understand and implement IFRS. Some suggestions

include:

• www.rehmann.com

• http://go.iasb.org/IFRSforSMEs - for the complete guidance,

illustrative financial statements, a presentation and a

disclosure checklist

• www.ifrs.org

• www.aicpa.org

• www.fasb.org

Contributed by Donald Burke (donald.burke@rehmann.com) and

Lisa VanDeWeert (lisa.vandeweert@rehmann.com), Rehmann, USA
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IFRS 10 and 
IAS 28: Sale or 
Contribution of 
Assets between 
an Investor and 
its Associate or 
Joint Venture (11 
September 2014) 

1 January 2016 Q4/2015

IAS 27 - 
Equity Method in 
Separate Financial 
Statements (12 
August 2014)

1 January 2016 Q3/2015

IAS 16 and 41- 
Accounting for 
Bearer Plants (30 
June 2014)

1 January 2016 Q1/2015

IAS 16 and 38 
- Clarification 
of Acceptable 
Methods of 
Depreciation and 
Amortisation (12 
May 2014)

1 January 2016 Q1/2015

IFRS 11 - Amend-
ments concerning 
Acquisitions of 
Interests in Joint 
Operations (6 
May 2014) 

1 January 2016 Q1/2015

IAS 19 Defined 
Benefit Plans: 
Employee Con-
tributions (21 
November 2013) 

1 July 2014 17 December 
2014

Annual 
Improvements to 
IFRSs (2010-2012 
Cycle) (12
December 2013) 
(standards 
affected: IFRS 2, 
IFRS 3, IFRS 8, 
IFRS 13, IAS 16, 
IAS 24, IAS 38, 
IFRS 1, IFRS 3, 
IFRS 13)

1 July 2014 17 December 
2014

Annual Improve-
ments to IFRSs 
(2011-2013 
Cycle) (12 De-
cember 2013) 
(standards af-
fected: IFRS 1, 
IFRS 3, IFRS 13, 
IAS 40)

1 July 2014 18 December 
2014

Notes regading annual financial statements 
We already introduced the following standards to you in 
earlier editions of our IFRS Link. As the preparation of the 

annual financial statements is already underway, we wish to 
remind you below of the main changes for the current and 
the coming fiscal years.

New rules subject to mandatory adoption as 

of the 31 December 2014 reporting date 

Standards Title/Content Effective 
date

EU 
Endorsement 

IFRS 10 Consolidated 
Financial 
Statements 

1 
January 
2014

11 
December 
2012

IFRS 11 Joint 
Arrangements 

1 
January 
2014

11 
December 
2012

IFRS 12 Disclosures of 
Interests in Other 
Entites 

1 
January 
2014

11 
December 
2012

Amend. 
IFRS 10 
IFRS11, 
IFRS 12 

Consolidated 
Financial 
Statements, Joint 
Arrangements 
and Disclosure of 
Interests in Other 
Entities. Transitional 
Provisions 

1 
January 
2014

4 April 2013

Amend. 
IFRS 10, 
IFRS 12, 
IAS 27

Separate Financial 
Statements – 
Exception from 
the Consolidation 
Duty for Investment 
Entities

1 
January 
2014

20 
November 
2013

IAS 27 Separate Financial 
Statements (revised 
2011)

1 
January 
2014

11
December 
2012

IAS 28 Investments in 
Associates and Joint 
Ventures (revised 
2011)

1 
January 
2014

11
December 
2012

Amend. 
IAS 32

Financial 
Instruments: 
Presentation – 
Offsetting Financial 
Assets and Financial 
Liabilities

1 
January 
2014

13 
December 
2012

Amend. 
IAS 36

Recoverable 
Amount Disclosures 
for Non-Financial 
Assets 

1 
January 
2014

19 
December 
2013
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currently use IFRS for financial reporting purposes, primarily as a

result of having a foreign parent, investor or venture partner that

uses it. Private companies are not required to apply a particular

basis of accounting for financial statement presentation.

Although, reporting has historically followed the method used by

US public companies.  

One key differentiating factor in financial reporting between
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from that of a public company. The International Accounting
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SMEs is a tailored, simplified version. Private companies have four

options for financial reporting – US GAAP, other comprehensive
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The issuance of IFRS for SMEs does not necessarily mean that all

private companies will change their basis for financial reporting.

Private entities are also challenged with understanding the

differences between IFRS for SMEs and US GAAP; whether the

financial statement users are willing to accept financial

statements prepared under IFRS for SMEs; the impact on taxes

and tax planning strategies and the impact on financial reporting

metrics. The reporting burden is reduced by limiting the revisions

to IFRS to once every three years for SMEs. Comprehensive

training material, a technical comparison between IFRS for SMEs

and US GAAP as well as topical Continuing Professional

Education (CPE) courses will soon be available. 

One of the differences identified when comparing IFRS and US

GAAP is that IFRS does not permit the use of Last-In, First-Out

(LIFO) for inventory valuation and depreciation based on asset

components. Additionally, under US GAAP the probability

threshold for contingent liabilities is generally greater than 70%,

while under IFRS it is 50% with the use of a ‘more likely than

not’ concept. 

The IASB and US Financial Accounting Standards Board (FASB)

continue to strive for convergence on accounting issues. The two
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You will find various online resources available to help keep you

informed, understand and implement IFRS. Some suggestions

include:
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Standards Title/Content Effective 
date

EU 
Endorsement 

Amend. 
IAS 39 / 
IFRS 9

Novation of 
Derivatives and 
Continuation of 
Hedge Accounting

1 
January 
2014

19 
December 
2013

New rules subject to voluntary adoption as 

of the 31 December 2014 reporting date

Standards Title/Content Effective 
date

EU 
Endorsement

IFRIC 21 Levies 1 
January 
2014

13 June 2014

AIP 
2011-
2013

IASB Annual 
Improvement 
Project 2011-2013

1 July 
2014

18 
December 
2014

AIP 
2010-
2012

IASB Annual 
Improvement 
Project 2010-2012

1 July 
2014

17 
December 
2014

Amend. 
IAS 19

Employee Benefits 1 July 
2014

17 
December 
2014

Standards applicable after the reporting date 

– so far without EU endorsement

Standards Title/Content Effective 
Date 

EU 
Endorsement

IFRS 9 Financial 
Instruments 
(24 July 2014)

1 January 
2018

H2 2015

IFRS 14 Regulatory 
Deferral 
Accounts (30 
January 2014)

1 January 
2016

open  

IFRS 15 Revenue from 
Contracts 
with 
Customers 
(28 May 
2014)

1 January 
2017

Q2 2015

Amend. IFRS 
10, IFRS 12, 
IAS 28

Applying the 
Consolidation 
Exception (18 
December 
2014)

1 January 
2016

Q4 2015

Standards Title/Content Effective 
Date 

EU 
Endorsement

Amend. 
IAS 1

Disclosure 
Initiative (18 
December 
2014)

1 January 
2016

Q4 2015

AIP 2012-
2014

IASB Annual 
Improvement 
Project 2012-
2014 (25 
September 
2014)

1 January 
2016

Q3 2015

Amend. IFRS 
10, IAS 28

Sale or 
Contribution
of Assets 
between an 
Investor and 
its Associate
or Joint 
Venture (11 
September 
2014)

1 January 
2016

Q4 2015

Amend. IAS 
27

Use of the 
Equity 
Method
in Separate 
Financial 
Statements 
(12 August 
2014)

1 January 
2016

Q3 2015

Amend. IAS 
16, IAS 41

Agriculture: 
Bearer Plants 
(30 June 
2014)

1 January 
2016

Q1 2015

Amend. IAS 
16, IAS 38

Clarification 
of Acceptable 
Methods of 
Depreciation 
and 
Amortisation
(12 May 
2014)

1 January 
2016

Q1 2015

Amend. IFRS 
11

Accounting 
for 
Acquisitions 
of Interests in 
Joint 
Operations 
(6 May 2014)

1 January 
2016

Q1 2015
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IFRS for SMEs
Following from the IASB’s publication in July 2009 of the IFRS for

SMEs, the International Accounting Standards Committee

Foundation has now published the first 12 modules of its

comprehensive set of learning materials for the IFRS for SMEs.

There will be one module for each of the 35 sections in the

IFRS for SMEs, and the remaining 23 modules are planned for

release in the next few months. Each module is one PDF file and

can be downloaded without charge from the IASCF/IASB

Website: 

• http://www.iasb.org/IFRS+for+SMEs/IFRS+for+SMEs.htm

(home page for IFRS for SMEs where you can download

without charge the IFRS for SMEs, Basis of Conclusions and

the Illustrative Guidance consisting of example financial

statements and a disclosure checklist)

• http://www.iasb.org/IFRS+for+SMEs/Training+material.htm

(link to the learning materials)

Each learning module includes the following:

• Introduction - an overview of the module, including:

- Learning objectives - a description of the capabilities and

competences that the learner should attain by

successfully completing the module.

- The IFRS for SMEs and the material that accompanies,

but does not form part of, the IFRS.

- An overview of the requirements of the section, i.e. a

brief technical summary.

• Requirements - the full text of the section of the IFRS for

SMEs with added notes and worked examples. The notes

and examples are designed to clarify and illustrate the

requirements.

• Significant estimates and other judgements - a discussion of

significant estimates and other judgements in accounting for

transactions and events in accordance with that section of

the IFRS for SMEs.

• Comparison with full IFRSs - a summary of the main

differences between this section of the IFRS for SMEs and

the corresponding full IFRS.

• Test your knowledge - a collection of multiple-choice

questions (with answers) designed to test the learner’s

knowledge of the requirements of this particular section of

the IFRS for SMEs.

• Apply your knowledge - a collection of case studies (with

solutions) designed to develop the learner’s ability to

account for transactions and events in accordance with this

particular section of the IFRS for SMEs.

Currently available modules cover Sections 1, 3, 4, 5, 8, 10, 13,

16, 17, 24, 25 and 32 of the IFRS for SMEs:

http://www.iasb.org/IFRS+for+SMEs/Training+modules.htm.

Additional modules are expected to be added in due course.

For further information contact Simon Riley, Technical & Quality

Manager, Nexia International (sriley@nexia.com)

Generally accepted accounting principles in the United States

(US GAAP) – often termed ‘rules-based’ – has governed

financial statement presentation for many years through volumes

of broad guidelines for general application as well as detailed

practices and procedures. In contrast, IFRS is referred to as

‘principles-based’ with no industry-specific rules and little

implementation guidance. Regulators, investors, large companies

and auditing firms are realizing the importance of having

common global financial accounting and reporting standards to

increase comparability between companies and improve the

efficiency of conducting business in a cross-border economy.

What financial reporting standards are required by the Securities

and Exchange Commission (SEC) in the US? The answer

depends on whether you are a foreign registrant or a US

registrant. Foreign registrants use US GAAP or domestic GAAP

(which includes IFRS) as the basis for their financial reporting

standards. US issuers are awaiting a final decision by the SEC on

whether they are required to adopt IFRS and when.  While

discussion and momentum on the topic at the SEC has declined,

a decision is still expected in 2011. IFRS is expected to be

phased-in in the United States as follows:

• 2014 financial statements: large accelerated filers

• 2015 financial statements: accelerated filers

• 2016 financial statements: remaining filers

IFRS must be adopted in an annual filing. The financial statement

requirements under IFRS are similar to that of US GAAP;

present two years of comparatives, including the first IFRS

financial statements. US registrants with calendar year ends

would convert to IFRS as of 1 January 2012. If a US registrant

meets certain criteria – such as one of the 20 largest companies

in its industry based on market capitalization – it may voluntarily

adopt IFRS for 2009 year-end reporting.

It may come as a surprise that some US private companies

currently use IFRS for financial reporting purposes, primarily as a

result of having a foreign parent, investor or venture partner that

uses it. Private companies are not required to apply a particular

basis of accounting for financial statement presentation.

Although, reporting has historically followed the method used by

US public companies.  

One key differentiating factor in financial reporting between

public and private companies is that the users and the areas of

emphasis of private company financial statements may differ

from that of a public company. The International Accounting

Standards Board (IASB) recognized this and issued “IFRS for

small and medium-sized entities” (SME) in July 2009. IFRS for

SMEs is a tailored, simplified version. Private companies have four

options for financial reporting – US GAAP, other comprehensive

basis of accounting (OCBOA), full IFRS or IFRS for SMEs. 

The issuance of IFRS for SMEs does not necessarily mean that all

private companies will change their basis for financial reporting.

Private entities are also challenged with understanding the

differences between IFRS for SMEs and US GAAP; whether the

financial statement users are willing to accept financial

statements prepared under IFRS for SMEs; the impact on taxes

and tax planning strategies and the impact on financial reporting

metrics. The reporting burden is reduced by limiting the revisions

to IFRS to once every three years for SMEs. Comprehensive

training material, a technical comparison between IFRS for SMEs

and US GAAP as well as topical Continuing Professional

Education (CPE) courses will soon be available. 

One of the differences identified when comparing IFRS and US

GAAP is that IFRS does not permit the use of Last-In, First-Out

(LIFO) for inventory valuation and depreciation based on asset

components. Additionally, under US GAAP the probability

threshold for contingent liabilities is generally greater than 70%,

while under IFRS it is 50% with the use of a ‘more likely than

not’ concept. 

The IASB and US Financial Accounting Standards Board (FASB)

continue to strive for convergence on accounting issues. The two

governing bodies continue to work to reach a consensus on

topics such as revenue recognition, fair value, income taxes and

pension and post retirement plans. 

You will find various online resources available to help keep you

informed, understand and implement IFRS. Some suggestions

include:

• www.rehmann.com

• http://go.iasb.org/IFRSforSMEs - for the complete guidance,

illustrative financial statements, a presentation and a

disclosure checklist

• www.ifrs.org

• www.aicpa.org

• www.fasb.org

Contributed by Donald Burke (donald.burke@rehmann.com) and

Lisa VanDeWeert (lisa.vandeweert@rehmann.com), Rehmann, USA
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