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10 November 2014 
 
Dear Ugo 
 
EFFECTS OF USING INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS) 
IN THE EU: RESPONSE TO PUBLIC CONSULTATION 
 
I am writing in response to the Commission’s consultation on the effects of using IFRS in 
the EU.  I am aware that the Financial Reporting Council has provided a comprehensive 
response to the consultation questions and I will not duplicate the detail of that here.  
However, I would like to provide some comments on areas of particular interest. 
 
The UK has long supported the moves towards achieving a single set of high quality, 
global financial reporting standards.  We consider, therefore, that the IAS Regulation’s 
objectives remain as valid today as when they were conceived.  If anything, the 
development of global markets and the ever more international nature of trade means the 
importance of the objectives has increased. The IAS Regulation has provided a robust 
foundation for the EU’s adoption of IFRS.  We do not believe it is necessary, or 
appropriate, to make changes to its established objectives or its scope. 
 
The application of IFRS for the preparation of consolidated financial statements for 
companies whose securities are traded on a regulated market has led to improvements in 
the transparency and comparability of those statements.  It has enabled reductions in the 
costs of compliance for those companies operating in multiple markets where equivalence 
agreements have removed the need for parallel reporting.  Such agreements also remove 
disincentives to enter new markets and so encourage growth. 
 
We believe the current IFRS endorsement process, which will be strengthened by the 
EFRAG reforms, is appropriate.   It is important that the process continues to operate in an 
efficient and timely manner if companies are to maximise the benefits that come with the 
adoption of IFRS. 
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In general, we would caution against the inclusion of additional criteria within the 
regulation.  Accounting standards are not the means by which business behaviour should 
be regulated.  The use of IFRS is just one aspect of the EU’s broader regulatory 
framework.  The present committee structure supporting the endorsement process 
provides an appropriate mechanism by which Member States are able to consider how a 
new or amended standard impacts on that wider regulatory framework. 
 
The one point where change might be worthwhile reflects the progress that has been 
made.  This is that the test for adoption should not be whether the proposed standard 
meets the tests set out in Article 3.2 of Regulation 1606/2002/EC, but whether adoption of 
the standard would lead to a body of standards that taken as whole better met those 
criteria. 
 
We would be concerned if changes to the Regulation permitted more leeway for the 
Commission to modify IFRS issued by the IASB.  The current limitation within the 
Regulation provides an appropriate degree of flexibility while avoiding the possibility of a 
de facto EU accounting regime at this level of financial reporting.  Such an outcome would 
not be consistent with the objective of the Regulation and, ultimately, may have serious 
consequences for EU business operating on global markets. 
 
I look forward to seeing the results of the consultation. 
 
Yours sincerely 

 
 
RICHARD CARTER 
Director, Business Environment 


