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To the attention of Mr Olivier GUERSENT and Mr Didier MILLEROT 

Impact of International Financial Reporting Standards (IFRS) in the EU: public consultation 

Firstly, we wish to emphasise how much we welcome this initiative of carrying out a European survey. 
This confirms that Europe intends to play fully its role in this field and will once again take charge of 
the future of its accounting standards. 

As preparers, we are right at the heart of this accounting framework. Therefore, we are not limited to 
the mere role of implementers but represent a large proportion of the user constituency. We 
furthermore assume the responsibility for producing clear financial communications for the market. 
Thus, the development of high quality standards is of particular concern for us. 

Although we have completed the questionnaire online, in this letter we are very keen to focus on our 
key messages concerning IFRS and their use in Europe, as some of these issues have not been 
addressed in the questionnaire 

• We believe that the transition in 2005 was beneficial for large listed European groups 
On transition in 2005, an AFEP-MEDEF survey, in which 126 groups participated, showed that the 
IFRS were fairly well perceived at the time, mainlyon the grounds of their international dimension, 
their overall relevance and their imposing of a new accounting rigour. Even though transition costs 
were significant for all of our members, the benefits of the increase in comparability justified them. 
Indeed, access to a common international language facilitates benchmarks, international 
acquisitions and financing, but also enhances common understanding between subsidiaries within 
international groups. 



But we are much more reserved regarding the recent developments and orientations adopted by 
the IASB : 

• Failure of convergence 

The convergence programme with U.S. GAAP generated considerable hope of seeing the United 
States adopt IFRS or at least converge with it. However, while some progress has been achieved, 
such as the recognition of IFRS as a permitted set of standards for foreign private issuers in the 
USA, we were highly disappointed by the global outcome of this convergence programme that we 
supported since its very beginning: adoption postponed sine die, very limited convergence and 
common projects abandoned as illustrated by the fact that critical projects such as the 
convergence in accounting for financial instruments and insurance contracts have failed. 

• Recent criticized and non-consensual developments 

Europeans have experienced a wave of reforms for which they had expressed no demand. We will 
mention here the future standard on Revenue recognition (IFRS 15), primarily developed to solve 
the complexity of the American accounting texts, and also IFRS 11 which has led to the 
disappearance of an important part of the turnover of European entities, who enter into many 
more partnerships than do U.S groups. We will also mention the case of the current project for 
lease contracts, on which a huge amount of energy has been expended so far by all stakeholders, 
unfortunately only to obtain at this stage two different projects that are neither converging nor 
satisfactory in terms of concepts. 

All these projects, which have been conducted at a forced pace, keep the set of IFRS in a constant 
state of evolution, thus weakening the readability of accounts and the forecasts that can be based 
on them from year to year, and forcing companies to incur transition costs on a continual basis. 

In order to ensure that Europe's decision to adopt IFRS remains fully relevant today we believe 
that the European Union should strongly encourage the IASB to incorporate explicitly the concept 
of the business model in the Conceptual Framework. Thus the financial statements could better 
reflect the entity's business activity. We also think that it is important that the concepts of 
reliability and prudence be discussed again during the revision of the conceptual framework. 

• Our aim is to promote IFRS to the status of a global set of standards but without jeopardizing 
our own European interests. 

While we believe that the primary objective should be to adopt IFRS in their entirety and 
without amendment, we however support the idea that Europe must have a more critical 
approach regarding the changes that the IASB proposes. Indeed, Europe needs to reaffirm that, 
being one of the first adopters and a major customer of the IASB, it has an important role to 
play in the evolution of the standards to which it had originally subscribed. For its part, the 
IASB has in interest in keeping Europe as an IFRS adopter if it wishes to keep its international 
dimension. 

To avoid any risk of departure from IFRS, Europe should first of all be proactive long before the 
publication of a final standard. It should defend its interests before the IASB to ensure that 
the final standards will correspond to the needs identified and will provide an acceptable cost 
/ benefit balance for European entities. We therefore welcome the recent reform of EFRAG 
which, beyond its role of the technical analysis of texts, will be now entitled to take into 



account the economic impacts of future standards in its advice for adoption. In this respect we 
encourage the European Union to provide to EFRAG the necessary resources to ensure that 
economic analysis of good quality can be realised. 

While all efforts must be undertaken upstream, Europe must make it clearthat it will not adopt 
a standard which is fundamentally contrary to its interests. We therefore believe that the 
Commission must clearly indicate to the IASB that it will maintain its "case by case" system of 
adoption and that a new standard will not systematically be adopted if it does not meet the 
criteria. In response to the question of the criteria for adoption, we believe that the existing 
ones are relevant, but deserve to be supplemented or clarified. 

Beyond the criteria issue, many may feel that by entrusting the advice mechanism to bodies 
which are quite technical in essence, the European commission might have no choice but to 
agree to adopt all published standards. It is thus essential that the Commission reaffirms its 
right to adopt the standards that it considers beneficial to Europe. The adoption criteria will 
therefore be judged through a wider set of lenses and the IASB will be under much different 
pressure to pay attention to European comments. It is also important that the mutual 
recognition agreements concluded by the European Union with third countries should be 
based on the standard as adopted by the European Union and not only on the IFRS as adopted 
by the IASB. 

• We still question the cost / benefit balance of IFRS for small listed entities 

We believe that the IFRS are too complex to be mandatory for small and medium-sized public 
entities and the benefits of imposing them are perhaps less obvious, since those groups are 
less exposed to international benchmarking and global financing. 

If you have any questions or a need for further information, please do not hesitate to contact us. 

Yours sincerely, 

ACTEO AFEP MEDEF 

Patrice MARTEAU 
Chairman 

François SOULMAGNON 
Director General 

Agnès LEPINAY 
Director of economic 
and financial affairs 


