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

Fields marked with * are mandatory.

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

Purpose of the consultation

The European Commission is holding a public consultation to seek views from all interested
parties on their experience of Regulation 1606/2002 ( ). The results of"the IAS Regulation"
this public consultation will feed into the European Commission’s evaluation of the IAS
Regulation.

Background

Applying internationally accepted standards - the International Financial Reporting
Standards (IFRS) – means standardising companies' financial reporting to make financial
statements more transparent and comparable. The ultimate aim is for the EU capital market
and the single market to operate efficiently.

Scope of the IAS Regulation

The IAS Regulation states that the IFRS must be applied to the consolidated financial
statements of EU companies whose securities are traded on a regulated EU market. EU
countries may extend the application of IFRS to annual financial statements
and non-listed companies ( ). Theview an update on the use of options in the EU
Transparency Directive ( ), as subsequently amended, also stipulates that all2004/109/EC
issuers (including non-EU ones) whose securities are listed on a regulated market located or
operating in an EU country must use IFRS.

Impact of the IAS Regulation

The implementation of IFRS in the EU has had an impact on cross-border transactions,
trade, the cost of capital, investor protection, confidence in financial markets and
stewardship by management. However, it is difficult to differentiate their impact from that of
other significant factors, including other regulatory changes in the EU and internationally.

Developments since adoption

Over 100 countries now use IFRS. These accounting standards have been increasingly
discussed at international level (e.g. G20, Basel Committee) and with various interested
parties in the EU, especially in the wake of the financial crisis.

Several initiatives concerning technical issues and governance are under way at both

http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1406622632422&uri=CELEX:02002R1606-20080410


Several initiatives concerning technical issues and governance are under way at both
international and EU level. In the EU,  are beingthe Maystadt report's recommendations
implemented. These are designed to strengthen the EU’s contribution to achieving global
and high quality accounting standards by beefing up the role of the European Financial
Reporting Advisory Group (EFRAG), which advises the Commission on IFRS matters.

Current Commission evaluation

The Commission is evaluating the IAS Regulation to assess:

IFRS's actual effects 
how far they have met the IAS Regulation's initial objectives
whether these goals are still relevant
any areas for improvement.

This consultation is part of the evaluation process. The questionnaire was drafted with the
help of an informal expert group which is to assist the Commission throughout the .process

Target group(s)

Any interested party – commercial, public, academic or non-governmental, including private
individuals.

Especially: capital market participants and companies preparing financial statements or
using them for investment or lending purposes (whether or not they use IFRS).

Consultation period

7 August — 31 October 2014 (12 weeks).

How to submit your contribution

If possible, to reduce translation and processing time, please reply in one of the
Commission’s working languages (preferably English, otherwise French or German).

Contributions will be published on this website with your name (unless – in your response –
you ask us not to).

N.B.: Please read the specific privacy statement to see how your personal data and
contribution will be dealt with.

Reference documents and other, related consultations

IAS/IFRS standards & interpretations
IFRS Foundation
European Financial Reporting Advisory Group (EFRAG)
Commission reports on the operation of IFRS

Results of public consultation & next steps

The results will be summarised in a technical report and will feed into the evaluation report
to be presented by the Commission in line with Article 9.2 of Regulation .  258/2014

Questions

http://www.ifrs.org/Pages/default.aspx
http://www.efrag.org/Front/Home.aspx
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2014.105.01.0001.01.ENG


Please note that some questions do not apply to all groups of respondents.

Who are you?

1. In what capacity are you completing this questionnaire?

If it's  on behalf of an organisation, please indicate that you are a "private individual".not *
 Company preparing financial statements [some specific questions for preparers marked

with ‘P’]
 Company using financial statements for investment or lending purposes [some specific

questions for users marked with ‘U’]
 A company that both prepares financial statements and uses them for investment or

lending purposes [some specific questions for preparers and users marked with 'P' and 'U']
 Association
 Accounting / audit firm
 Trade union / employee organisation
 Civil society organisation / non-governmental organisation
 Research institution / academic organisation
 Private individual
 Public authority [one specific question for public authorities marked with ‘PA’]
 Other

1.4.1. How many organisations do you represent?*

One.

1.4.2. What type of business do you represent?*
 Industry
 Banking
 Insurance
 Other

1.4.2.1. Other - please specify*

Accountancy profession.

*

*

*

*



2. Where is your organisation/company registered, or where are you are located if you do not

represent an organisation/company? Select a single option only.*
 EU-wide organisation
 Global organisation
 Austria
 Belgium
 Bulgaria
 Croatia
 Cyprus
 Czech Republic
 Denmark
 Estonia
 Finland
 France
 Germany
 Greece
 Hungary
 Ireland
 Italy
 Latvia
 Lithuania
 Luxembourg
 Malta
 The Netherlands
 Poland
 Portugal
 Romania
 Slovakia
 Slovenia
 Spain
 Sweden
 United Kingdom
 Norway
 Iceland
 Liechtenstein
 Other European country
 Other

*



3. What is the name of the organisation or authority you represent? If you are part of a group, give

the name of the holding company as well.*

ICAEW

4. In the interests of transparency, we ask organisations to supply relevant information
about themselves by registering in the Transparency Register (http://ec.europa.eu/transparencyr

). If your organisation is not registered, your submission will be published separately fromegister
those of registered organisations. Is your organisation registered in the European

Parliament/Commission Transparency Register?*
 Yes
 No

4.1. Please give your registration number.*

7719382720-34

5. In the interests of transparency, your contribution will be published on the Commission's

website. How do you want it to appear?*
 Under the name supplied? (I consent to the publication of all the information in my

contribution, and I declare that none of it is subject to copyright restrictions that would
.)prevent publication

 Anonymously? (I consent to the publication of all the information in my contribution
except my name/the name of my organisation, and I declare that none of it is subject to

)copyright restrictions that would prevent publication.

Relevance of the IAS Regulation

Objective

*

*

*

*



6. The rationale for the IAS Regulation, imposing internationally accepted standards -
the International Financial Reporting Standards (IFRS) - was to make companies use the same
set of accounting standards, thus ensuring a high level of transparency and comparability of
financial statements. The ultimate aim was to make the EU capital market and the single market
operate efficiently.

In your view, are the Regulation's objectives still valid today?*
 Yes
 No
 No opinion

6.1. Comments.

ICAEW made a significant contribution to the adoption of IFRS by UK

listed companies in 2005. ICAEW expertise in this area was reflected in

its selection by the European Commission to deliver a comprehensive,

objective study in 2007 covering all aspects of first time application

of IFRS by European Union member states. 

In 2008, ICAEW was commissioned by the United Nations to prepare a

follow-up report on the UK experience of IFRS implementation, Review of

practical implementation issues relating to IFRS. Case study of the UK. 

ICAEW’s Financial Reporting Faculty is recognised internationally as a

leading authority on financial reporting. The Faculty provides

comprehensive responses to all IASB consultations, on new and revised

standards, governance and related matters, after consulting expert

members of ICAEW. The Faculty’s thought leadership programme Information

for Better Markets (IFBM) helps to set the agenda for the future

development of financial reporting. The latest report in this series is

The Effects of Mandatory IFRS Adoption in the EU: A Review of Empirical

Research, an extensive and objective review of global academic research

on the economic impact of IFRS reporting in the EU, which we are sending

to the European Commission at about the same time as this response and

publishing online shortly. 

As part of the IFBM programme, the Faculty hosts an annual conference of

academics and practitioners to discuss key issues affecting financial

reporting, followed by publication in an academic journal of the papers

presented. The 2010 conference was on the theme of Adopting IFRS: the

global experience. The Faculty also organises panel sessions at the

annual meetings of the American Accounting Association (AAA) and

European Accounting Association (EAA). At the August 2012 AAA meeting,

ICAEW brought together leaders in accountancy theory and practice to

discuss The future of IFRS: where do we go from here? 

In responding to this questionnaire, we have drawn on the experiences of

*



our members in the UK and elsewhere in the EU and beyond in the

business, academic, public practice and investment communities in

applying IFRS and using IFRS information in the EU. We believe that our

responses reflect the majority views and experiences of our members.

However, inevitably the views of our 142,000 members on many of the

questions are mixed, and in reading our responses it should be borne in

mind that a proportion of our members may well disagree with some of

them.

We believe that it continues to be important to have transparent and

comparable financial reporting across the EU, and between the EU and the

rest of the world, especially for public companies (by which we mean

companies whose securities are publicly traded), so as to promote the

efficiency of the capital market and other markets in the EU. We are

unable to envisage circumstances in which these goals would cease to be

important. A return to a world of highly fragmented national standards

and national standard-setting would not be in the European public

interest, a view Mr Maystadt reported was prevalent amongst European

stakeholder organisations.

We believe that the goals of the IAS Regulation are appropriate as they

stand and we do not see the need to add new goals.

7. The IAS   Regulation refers to IFRS as a set of global accounting standards. Over 100 countries
use or permit the use of these standards. The US, for instance, allows EU companies listed in
the US to report under IFRS. However, it continues to rely on its "generally accepted
accounting principles" (GAAPs) for its domestic companies' financial statements, while the EU
requires IFRS to be used for the consolidated accounts of EU listed companies.

Has the IAS Regulation furthered the move towards establishing a set of globally accepted

high-quality standards?*
 Yes
 No
 No opinion

*



7.1. Please explain.

We believe that the EU’s bold decision to adopt IFRS has encouraged

adoption of the standards by other jurisdictions and has strongly

promoted progress towards a single set of high-quality global accounting

standards, developed - importantly- in an environment free from legal

and other national constraints. It is important that progress continues

towards increased global comparability of financial reporting. EU

support for IFRS makes a critically important contribution to achieving

this goal.

  

While the US and a number of other countries have yet to adopt IFRS,

there has been and continues to be significant movement towards

convergence with IFRS, even in jurisdictions such as the US that have

not yet adopted the standards, and the number of countries adopting IFRS

continues to expand. Many US investors are already significant users of

IFRS financial reporting information and, in our view, the SEC is likely

in the fullness of time to conclude that IFRS is suitable for use in the

US, and on that basis will begin moving towards allowing greater use of

IFRS or incorporating them into US GAAP. Global adoption of IFRS by all

jurisdictions in the near future may not be a realistic expectation, but

it remains a valid long-term objective. In the meantime, we believe that

it is feasible for international capital markets to cope with two kinds

of GAAP – IFRS for most and US GAAP for the US, which remains the

world’s largest capital market.  

Scope

8. The obligation  to use IFRS as set out in the IAS Regulation applies to the
consolidated financial statements of EU companies whose securities are traded on a regulated
market in the EU. There are about 7,000 such firms.  
In your view, is the current scope of the IAS Regulation right (i.e. consolidated accounts of EU

companies listed on regulated markets)?*
 Yes
 No
 No opinion

8.1. How would you propose it be changed?*
 By making IFRS compulsory for the individual annual accounts of listed companies on

regulated markets
 By making IFRS compulsory for the consolidated accounts of large non-listed

companies
 By allowing any company to opt for reporting under IFRS
 Other

*

*



8.1.1. Other - please specify.*

We believe that there is a strong case for the extension of the

Regulation so as to require listed companies’ entity accounts to comply

with IFRS where the company does not prepare consolidated accounts. It

is an anomaly that, subject to Member State requirements, such companies

are not required to comply with IFRS, and so may prepare financial

reporting information that is not comparable with that of other listed

companies. This is unhelpful to users.

The original limitation of the Regulation’s requirement to consolidated

accounts may have been made with the consideration in mind that this

would avoid complications with legal requirements on distributable

profits and on taxation, which apply to entity accounts. But experience

suggests that it is perfectly possible to cope with entity accounts

prepared in accordance with IFRS, as well as with national GAAP. 

We also suggest that the Commission explores the merits of extending the

requirement to comply with IFRS to other public interest entities.

However, this and any proposed change to the scope of the Regulation

would need careful evaluation and full consultation with stakeholders.

If Member States wish to go beyond the Regulation’s requirements, they

should continue to be permitted to do so.

9. National governments can decide to extend the application of IFRS to:
 - individual annual financial statements of companies listed on regulated markets
- consolidated financial statements of companies that are not listed on regulated markets 
- individual annual financial statements of companies that are not listed on regulated markets.

In your view, are the options open to national governments:*
 Appropriate
 Too wide
 Too narrow
 No opinion

*

*



9.1. Please give details.

As indicated in our comments at 8.1.1 above, we believe that the

Regulation should require listed companies’ entity accounts, where they

do not prepare consolidated accounts, to comply with IFRS, which implies

some limitation of Member States’ existing powers. Member States should,

though, continue to have the power to extend application of IFRS beyond

the Regulation’s requirements, as suitable for their local circumstances

(i.e. usual forms of finance for business and the needs of those

providers of finance). But we see no need to give them additional powers

in this respect.

Cost-benefit analysis of the IAS Regulation

10. Do you have pre-IFRS experience/ experience of the transition process to IFRS?*
 Yes
 No

11. In your experience, has applying   IFRS in the EU made companies’ financial statements more
transparent (e.g. in terms of quantity, quality and the usefulness   of accounts and disclosures)

than they were before mandatory adoption?*
 Significantly more transparent
 Slightly more transparent
 No change
 Slightly less transparent
 Significantly less transparent
 No opinion

11.1. Please elaborate.

It is difficult to give a meaningful response to this question as the

answer is likely to vary from one Member State to another, depending on

how close their prior national GAAP was to IFRS. 

In general, our experience is that IFRS adoption has increased

significantly the transparency of financial reporting in most EU Member

States, including the UK. In particular, no Member State had local GAAP

that included a comprehensive financial instruments standard, whereas

IFRS does, share based accounting was imperfectly addressed at best in

national GAAPs, and legal form often imposed restrictions that did not

represent the substance of transactions, for example in the presentation

of non-equity or preference shares.

*

*



12. In your experience, has applying   IFRS in the EU altered the comparability of companies’
financial statements, compared with the situation before mandatory adoption?

Significantly
increased 

Slightly
increased

No
change

Slightly
reduced

Significantly
reduced 

No
opinion

In your
country

EU-wide

Compared
with
non-EU
countries

12.1. Please elaborate.

We do not believe that it was expected that IFRS adoption would have a

significant effect on the comparability of financial reporting within

Member States, and within the UK there have been some increases in

comparability and some decreases, depending on where IFRS and prior UK

GAAP respectively permitted options in accounting policies. We believe

that in general the increases in comparability have been in the more

important matters, far outweighing any respects in which there may have

been some loss of comparability.

Across the EU and globally, IFRS adoption – in the EU and beyond – and

convergence with IFRS have had a significant positive effect on

comparability of published financial information, especially by major

international businesses – which is where the case for global standards

is strongest.

13. Have financial statements become easier to understand

since the introduction of IFRS, compared with the situation before mandatory adoption?*
 Yes, in general
 Yes, but only in certain areas
 No, in general
 No, except in certain areas
 No opinion

*



13.2. Please elaborate.

In answering this question, we start from the presumption that the users

of financial reporting information are reasonably well informed about

business practices and financial reporting requirements. 

Overall, in respect of the UK and the EU as a whole, we believe that

IFRS adoption has generally made it far easier to understand companies’

financial position and performance, which is the primary objective of

financial reporting. The degree of standardisation that has resulted

from the common application of IFRS recognition and measurement

requirements, coupled with the extensive IFRS disclosure regime, makes

financial statements easier to comprehend. Users no longer need to also

consider what GAAP the accounts follow and can much better understand

the accounting principles, policies and judgments made by those

preparing the financial statements. 

Having said that, the picture is, inevitably, mixed. Some areas of IFRS

financial reporting, for example, some of the accounting for financial

instruments, can certainly be difficult to understand. However, this is

often because the transactions reported are complex and difficult to

understand; the transactions that financial reporting has to report on

have become more complex in recent decades. It is also important to

recall in this context that the lack of an up to date standard on

financial instruments accounting in pre-IFRS national GAAPs in the EU

was a significant weakness, which the switch to IFRS addressed. It would

be possible to make the financial reporting of derivative financial

instruments easier to understand by following the pre-IFRS practice of

not recognising them until they are settled, but clearly this would be

misleading.

14. Has the application of IFRS in the EU helped create a level playing field for European  

companies using IFRS, compared with   the situation before mandatory adoption? *
 Yes
 Yes, to some extent
 No
 No opinion

*



14.1. Please elaborate.

A single set of accounting standards across the EU has in our view been

a substantial step towards creating a level playing field across the EU,

not least by facilitating the creation of a cross-border pool of

experienced IFRS professionals. 

An entirely level playing field would require uniform standards of

enforcement (including in the courts), corporate governance, auditing,

and availability of financial reporting information across the EU, as

well as the mandatory extension of IFRS to private companies, with which

some listed companies compete. However, we do not propose adoption of

any of these measures, which would raise important questions regarding

the relationship between Member States and the EU and of the costs and

benefits of mandatory extension of IFRS beyond listed companies. But it

is important that ESMA should continue its present role of providing an

effective conduit for the transmission of information around the EU on

the enforcement of IFRS and to facilitate a broad consistency of

approach among national regulators, thereby encouraging improvement in

countries with less rigorous monitoring and enforcement mechanisms.

15. Based on your experience, to what extent has the application of IFRS in the EU affected
access to capital (listed debt or equity) for issuers in domestic and non-domestic markets that
are IFRS reporters?

Made it
a lot
easier

Made
it
easier

No
effect

Made it
more
difficult

Made it a
lot more
difficult

No
opinion

Domestic
capital

EU capital
other than
domestic

Non-EU capital



15.1. Please provide data / examples if available.

We believe that capital raising in the EU has generally been made easier

due to the increased transparency, particularly in accounting for

derivative financial instruments, and greater comparability and

confidence in financial statements. 

We do not have any specific examples in mind, but there is research data

suggesting that access to international capital has become easier since

IFRS adoption. This is referred to in our report, The Effects of

Mandatory Adoption in the EU (see 6.1 above).  We note, however, that

the removal of the US requirement for registrants there to provide

reconciliations from IFRS to US GAAP has facilitated access to the US

capital market for EU firms, and was a direct consequence of the EU

adoption of IFRS.

16. In your experience, has the application of IFRS in the EU had a direct effect on the overall cost
of capital for your company or the companies you are concerned with? (Please distinguish - as
far as possible – the impact of IFRS from other influences, e.g. other regulatory changes in the

EU and the international credit crunch and crisis.)*
 Cost has fallen significantly
 Cost has fallen slightly
 No effect
 Cost has risen slightly
 Cost has risen significantly
 No opinion

16.1. Please provide data/ examples if available.

It is difficult for a company to isolate the effects of regulatory

changes on its cost of capital. Again, there is research evidence on

this question which we are currently assessing. Some of this evidence

suggests a decline in the cost of capital following IFRS adoption, and

for that reason we have answered this question with ‘fallen slightly’

opinion. But the evidence is mixed and it is unclear how far concurrent

institutional changes in the EU, particularly in enforcement, may have

affected the outcome. This question  too is dealt with in our report on

the research evidence relating to IFRS.

Although Question 16 does not address this, the allocation of capital is

also an important issue, and we are aware of research evidence

suggesting that corporate investment efficiency has increased following

IFRS adoption. Again, this will be dealt with in our report on research

evidence.

*



17. In your view, has the application of IFRS in the EU improved protection for investors
(compared with the situation before mandatory adoption), through better information and

stewardship by management?*
 Yes, to a great extent
 Yes, to a small extent
 It had no impact
 No, protection for investors has worsened
 No opinion

17.1. Please provide data/ examples if available.

We believe that the improved transparency and comparability provided by

IFRS have improved protection for investors in the UK and in other EU

jurisdictions, for example in relation to financial instruments

(particularly derivatives) and share based payment. We review the

evidence on improved transparency and comparability in our report on

research referred to above. 

As regards stewardship, although we support recognition by the IASB of

the stewardship role of financial reporting, it is important to bear in

mind that companies should have other governance mechanisms in place, in

addition to financial reporting, to monitor and control managers’

performance, and that the role of financial reporting needs to be seen

as part of this larger picture. 

Although the adoption of IFRS has greatly improved protection for

investors, there are still some significant improvements that could

usefully be made in IFRS, including in reporting financial performance,

and gaps that need to be filled, for example with respect to insurance

accounting. 

18. In your view, has the application of IFRS in the EU helped maintain confidence in financial
markets, compared with the likely situation if it had not been introduced? 

(N.B.: the “enforcement” section of this questionnaire deals with how IFRS are/ were applied.)*
 Yes, to a great extent
 Yes, to a small extent
 It had no impact
 No, confidence in financial markets has decreased
 No opinion

*

*



18.1. Please provide data/ examples if available.

We believe that the improved transparency and comparability provided by

IFRS have helped to maintain confidence in UK and other financial

markets, so far as this has been possible in the light of the financial

crisis, the sovereign debt crisis, the euro crisis, and the prolonged

recession. As noted above, we review the evidence on improved

transparency and comparability in our report on research. 

With respect to the financial crisis, we believe that IFRS generally

weathered the storm well and that differences in accounting throughout

the EU in the absence of IFRS would have damaged confidence still

further. There is still no compelling evidence that we are aware of that

the use of fair value accounting had any significant role in causing or

exacerbating the crisis, despite the many claims and assertions made in

this context. 

Similarly, while we support the move to an ‘expected loss model’ for

impairment of financial assets, we are not aware of any research

evidence to suggest that the so-called ‘incurred loss model’ had a major

impact in the run-up to the financial crisis, although, again, many

assertions have been made in this connection.

19. Do you see other benefits from applying IFRS as   required under the IAS Regulation?*
 Yes
 No
 No opinion

19.1. Yes - please specify (you may select more than 1 option).*
 Improved ability to trade/expand internationally
 Improved group reporting in terms of process
 Robust accounting framework for preparing financial statements Administrative savings
 Group audit savings
 Other

*

*



19.1.1. Other - please specify.*

We have not seen clear evidence of net cost savings regarding audit and

accounts preparation that can be clearly attributed to IFRS adoption,

although we believe that these do exist for many companies. 

As one example of ‘other’ benefits, for individual professionals there

is benefit in that they have more internationally transferable skills,

which is likely to also contribute to the internal  market in people and

services. 

19.2. If yes, please give details, with examples/ data if possible.

There is some research evidence, although only one paper that we are

aware of, that IFRS adoption in the EU facilitated international trade.

We cover this in our report on research. 

For international groups, the benefits include having a common internal

reporting language and transferable skills in the work force. For

companies cross-listed in the US, there is a cost-saving from the

removal of the requirement to prepare a reconciliation to US GAAP.

20. In your experience, on balance and at global level, how do the benefits of applying IFRS  
compare to any additional costs incurred – compared with the situation   before mandatory
adoption, bearing in mind the increasing complexity of businesses that accounting needs to

portray?*
 Benefits significantly exceed the costs
 Benefits slightly exceed the costs
 Benefits and costs are broadly equal
 Costs slightly exceed the benefits
 Costs significantly exceed the benefits
 No opinion

*

*



20.1. Please provide any additional comments you think might be helpful.

The switch to IFRS by UK companies in 2005 inevitably involved one-off

internal and external costs for preparers and users, but generally these

were not regarded as significant. 

As indicated in our response to Question 19, we believe that IFRS

adoption has subsequently led to cost reductions for companies (by

comparison with national GAAP), and the other benefits of applying

global and generally principles-based and robust accounting standards

should be substantial and long-term, and will tend to increase over time

as more jurisdictions and businesses move to IFRS reporting. 

As well as oft-quoted benefits such as improved comparability, companies

can experience wider, incidental benefits. Reconsideration of processes,

controls and business practices and accounting policies for example can

lead to new ideas and better ways of doing things. 

Naturally, the trade-off between costs  and benefits works out

differently for different companies, for different  sectors and for

different users, and perhaps for different jurisdictions, depending on

whether, among other things, the company operates in multiple

jurisdictions and has a listing in the US, and there may well be cases

where IFRS adoption has involved net costs. In addition, the

implementation of IFRS 15 and IFRS 9 over the next few years will

represent a significant new challenge for some UK companies, and will

inevitably involve some costs. It is anticipated however that

implementation of the new standards will overall lead to a significant

improvement in financial reporting.

Endorsement mechanism & criteria 

The EU’s IFRS endorsement process



In the EU, IFRS are adopted on a standard-by-standard basis. The procedure is as follows:

The International Accounting Standards Board (IASB) issues a standard.
The European Financial Reporting Advisory Group (EFRAG) holds consultations,
advises on endorsement and examines the potential impact.
The Commission drafts an endorsement regulation.
The Accounting Regulatory Committee (ARC) votes and gives an opinion.
The European Parliament and Council examine the standard.
The Commission adopts the standard and publishes it in the Official Journal.

This process typically takes 8 months.

Endorsement criteria

Under Article 3.2 of the IAS Regulation, any IFRS to be adopted in the EU must:

be consistent with the "true and fair" view set out in the EU's Accounting Directive 
be favourable to the public good in Europe
meet basic criteria on the quality of information required for financial statements to
serve users (i.e. statements must be understandable, relevant, reliable and comparable,
they must provide the financial information needed to make economic decisions and
assess stewardship by management).

In his October 2013 , Mr Maystadt discussed the possibility of clarifying the "publicreport
good" criterion or adding 2 other criteria as components of the public good, namely that:

any accounting   standards adopted should not jeopardise financial stability
they must not hinder   the EU's economic development.

 

He also suggested that more thorough analysis of compliance with the criteria of prudence
and respect for the public good was needed.

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013L0034


21. In the EU, IFRS are adopted on a standard-by-standard basis. The process, which typically
takes 8 months, is as follows:

The International Accounting Standards Board (IASB) issues a standard. 

The European Financial Reporting Advisory Group (EFRAG) holds consultations, advises on
endorsement and examines the potential impact. 

The Commission drafts an endorsement regulation. 

The Accounting Regulatory Committee (ARC) votes and gives an opinion. 

The European Parliament and Council examine the standard. 

The Commission adopts the standard and publishes it in the Official Journal.

Do you have any comments on the way the endorsement process has been or is being
conducted (e.g. in terms of the interaction of players, consistency, length, link with effective

dates of standards, outcome, etc.)?*

Whilst the process for endorsement decisions is rather complex and

protracted, it has overall worked well as a means of establishing the

legitimacy of IFRS in the EU and has resulted in few decisions not to

endorse a standard or to apply an effective date that differs from that

set out in a new IFRS, both of which would have been undesirable

outcomes. 

We believe however that it should be possible to expedite the final

endorsement process of a completed standard through earlier and more

active engagement over proposed and pending new standards between the

IASB and key European stakeholders, including MEPs and the reformed

EFRAG, and indeed between those key European stakeholders. 

A better understanding of the economic importance to Europe of being

part of the global IFRS community would also be helpful. 

The concerns ICAEW raised with Mr Maystadt in 2013 about the proposed

reform of EFRAG are relevant in this context; we cautioned that the

hurdle for a positive vote might be too high if it involved a

‘consensus’ on the new board, as consensus may well be taken in practice

as unanimity; this would not be appropriate for endorsement decisions,

where some diversity of views is inevitable.

*



22. Under Article 3.2 of the IAS Regulation, any IFRS to be adopted in the EU must:

be consistent with the "true and fair" view set out in the EU's  Accounting Directive 

be favourable to the public good in Europe

meet basic criteria on the quality of information required for financial statements to serve users
(i.e. statements must be understandable, relevant, reliable and comparable, they must
provide the financial information needed to make economic decisions and assess
stewardship by management).

 

Are the endorsement criteria appropriate (sufficient, relevant and robust)?*
 Yes
 Yes, to some extent
 No
 No opinion

23. There is a necessary trade-off between the aim of promoting a set of globally accepted
accounting standards and the need to ensure these standards respond to EU needs. This is why
the IAS regulation limits the Commission's   freedom to modify the content of the standards
adopted by the IASB.

Does the IAS Regulation reflect this trade-off appropriately, in your view?  *
 Yes
 No
 No opinion

24. Have you experienced any significant problems due to differences between the IFRS as
adopted by the EU and the IFRS as published by the IASB ("carve-out" for IAS 39 concerning  
macro-hedging allowing banks to reflect their risk-management practices in their financial

statements)?  *
 Yes
 No
 No opinion

*

*

*

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013L0034


24.1. If so, please explain the nature of the problem and how it has (or has not) been resolved.  *

The ‘carve-out’ only affects a small number of banks and we do not

believe that it has caused significant problems for the remaining

entities that are within the scope of the IAS Regulation. There have,

however, been significant problems for some companies caused by the

delays in adopting new and amended standards in the EU. 

We have also encountered an entrenched belief outside the EU, prompted

by the carve-out, that the EU has made significant changes to IFRS. This

belief is incorrect, but it seems difficult to eradicate and is used to

strengthen the case for those in other jurisdictions who wish to prevent

IFRS adoption or convergence. Efforts should therefore continue to

create the circumstances in which the carve-out can be ended.

Quality of IFRS financial statements

25. What is your overall opinion of the quality (transparency, understandability, relevance,

reliability and comparability) of financial statements prepared by EU companies using IFRS?*
 Very good
 Good
 Moderate
 Low
 Very low
 No opinion

*

*



25.1. Please provide any additional comments you think might be helpful.

In terms of transparency, understandability, relevance, reliability and

comparability, overall our impression is that UK IFRS financial

statements are of  good quality. 

The quality of financial reporting is connected to the effectiveness of

enforcement regimes, as well as standards of corporate governance and

auditing. Differences in these aspects of the financial reporting

environment around the EU may mean that there is scope for improvement

in the quality of financial reporting in some areas.

The UK’s FRC has recently drawn attention to the variable quality of the

IFRS reporting of smaller UK listed companies. We welcome the FRC’s

plans to explore the causes of this variable quality. 

26. Given that firms have complex business models and transactions, how would you rate
financial statements prepared in accordance with IFRS in terms of complexity and

understandability?*
 Very complex & difficult to understand
 Fairly complex & difficult to understand
 Reasonable
 Not complex or difficult
 No opinion

*



26.1. Please provide any further comments you think might be helpful, specifying any particular
areas of accounting concerned, if appropriate.

Listed companies have seen a relentless growth in the length and

complexity of their financial statements in recent years, and there have

been many calls for complexity and in particular the extent of the IFRS

disclosure regime to be tackled. A number of initiatives and studies

have explored the issues, but it seems clear that much of the complexity

that exists in financial reporting reflects the complexity of modern

businesses and the transactions that entities undertake, as well as

changes in the demand for information, and the effects of rapid change

in IT. As financial reporting should faithfully portray the economic

substance of transactions, complexity is, at least to some extent,

unavoidable. Financial reporting could be made simpler by ignoring the

complexity of what it attempts to portray, but we do not think that this

would be sensible or helpful to users. 

Thus we believe that overall the degree of complexity in IFRS reporting

is not unreasonable. At the same time, we would encourage  the IASB to

strive to minimize unnecessary complexity in its standards and to

prioritise its disclosure project, whilst holding fast to the vision of

principles-based standards that require a reasonable degree of judgment

and flexibility in their application. 

We have discussed this question more fully in our 2013 report, Financial

Reporting Disclosures: Market and Regulatory Failures.

27. How would you rate financial statements prepared using IFRS in terms of complexity and
understandability – compared with other sets of standards you use?

IFRS
information
is
easier to
understand
than... 

IFRS information is
neither easier nor
more difficult to
understand than …

IFRS information
is more difficult
to understand
than … 

No
opinion

Information
under your
local
GAAPs

Information
under any
other
GAAPs



27.1. What are your local GAAPs?

We have not compared IFRS with local GAAP in the UK as the two are,

since IFRS adoption in the EU, increasingly designed for different types

of company. 

27.2. Please identify other GAAPs you are using as a basis for comparison.  

We have compared IFRS information with US GAAP information.

27.3. Please provide any additional comments you think might be helpful.

As a principles-based set of standards, IFRS has more flexibility to

respond to changing circumstances. The scope of what is included in

consolidated accounts is more intuitive, and in our view more

appropriate, under IFRS than under US GAAP. Different standards for

different industries in the US also make larger demands on the user’s

knowledge of accounting and make comparisons more difficult. We

recognize, though, that familiarity will influence responses to these

questions, ie someone used to applying US GAAP might think that US GAAP

is easier to understand. Also, it is important in this context to

remember that US GAAP and IFRS are now closely converged in important

respects.



28. How do IFRS compare with other GAAPs in terms of providing a true and fair view of a
company's (group's) performance and financial position? 

IFRS are
better
than...

IFRS are
equivalent
to...

IFRS are
worse
than...

No
opinion

Your local GAAPs (as
identified under question
27)

Any other GAAPs (as
identified under question
27)

28.1. Please provide any additional comments you think might be helpful. 

Again, we doubt that it is helpful to compare IFRS with new UK GAAP as

they are framed with different types of company in mind. IFRS is aimed

at companies with securities traded on public markets, while new UK GAAP

is aimed mainly at private companies; users of the two types of

companies’ financial reporting have different information needs.

While US GAAP information tends to be more difficult to understand, at

least for those who do not use it regularly, we do not think that it

differs significantly from IFRS in terms of its ability to give a true

and fair view. However, we identify some relevant differences at

Question 27.3 above. It is also helpful that under IFRS there is an

explicit ‘present fairly’ override; while case history in the US

suggests that the courts also consider that such an override exists

under US GAAP, it is not explicit.

29. How often is it necessary to depart from IFRS under “extremely rare   circumstances” (as
allowed by IFRS), to reflect the reality of a company’s financial performance and position in a

fairer way?*
 Often
 Sometimes
 Hardly ever
 Never
 No opinion

*



29.1. Please provide additional comments and examples of departures
from IFRS that you have seen.

In our experience departures are rare. Examples that we are aware of

include: The National Express Group 2005 accounts (and subsequent years)

and The Go-Ahead Group 2006 accounts, both of which relate to pension

obligations; Société Générale 2007 accounts, relating to unauthorized

trading; and HSBC’s 2009 interim accounts, relating to early adoption of

an amendment to IAS 32, Financial Instruments: Presentation. Although

use of the override is rare, we believe that it is important to keep it

as it is impossible for standard setters to envisage all the possible

circumstances in which a standard will be applied. In the UK, there is

long experience of the true and fair override, and therefore a

widely-shared understanding of when the rare circumstances might arise

in which it is appropriate to use it.

30. How would you rate the extent to which IFRS allows you to reflect your company's business

model in your financial statements?*
 This is not an issue
 IFRS are flexible enough
 IFRS should be more flexible, so different business models can be reflected
 No opinion

*



30.1. Please explain.*

‘Business model’ is not a well-defined term, but a company’s business

model (or models) drives its business transactions, and in our view

financial reporting should reflect a company’s business model and allow

users to judge how well it is working. In our members’ experience IFRS

and the requirements of securities regulators are already flexible

enough to do this, although there may be scope for improvement in some

respects, for example accounting under IFRS by insurers. 

It is important to note that IFRS not only allows companies to reflect

their business models, it requires them to do so, for example, in

deciding whether an asset should be accounted for as plant or inventory

and whether certain financial instruments should be measured at fair

value or amortised cost. The new IFRS 9, Financial Instruments, will

also allow companies to reflect their business models for hedging better

than before.

In our view, reflecting a firm’s business model does not mean creating

in IFRS a wide variety of accounting treatments, as it is also important

– and a key objective of accounting standards – to ensure comparability

between different types of business. Companies are of course free to

disclose additional, non-GAAP information if they wish to, and in many

cases such disclosures are helpful to users.

Enforcement

Since 2011, the European Securities and Markets Authority (ESMA) has been coordinating
national enforcers' operational activities concerning compliance with IFRS in the EU. ESMA
has taken over where the Committee of European Securities Regulators (CESR) left off.

Enforcement activities regarding companies listed on regulated markets are defined in the
Transparency Directive ( , as subsequently amended).2004/109/EC 

31. Are the IFRS adequately enforced in your country?*
 Yes
 Yes, to some extent
 No
 Not applicable
 No opinion

*

*



31.1. Please provide any additional comments you think might be helpful.

The UK has an effective and proportionate enforcement regime. The

Financial Reporting Review Panel, an independent body under the auspices

of the Conduct Committee of the Financial Reporting Council, has a

proactive review policy for listed company accounts, as well as

responding to complaints. Its investigations may result in a company

agreeing to make a change in its accounting policies and, where

appropriate, restating past results. The FRC is able to follow up the

work of the Panel through legal action in the courts, although to date

this has not proved to be necessary. 

32. Does ESMA coordinate enforcers at EU level

satisfactorily? *
 Yes
 Yes, to some extent
 No
 Not applicable
 No opinion

32.1. Please provide any additional comments you think might be helpful.

ESMA has an important role in encouraging consistency and coherence in

enforcement across the EU through, amongst other things, reporting the

results of thematic reviews and setting common enforcement priorities. 

However, we do not believe that any enhancement of ESMA’s powers or role

at the expense of those of Member States would be appropriate. An

effective enforcement regime must be based in our view on the operation

of effective national enforcement bodies. They understand the specific

requirements of the national regulatory framework and as a result are

best placed to tailor their enforcement approach accordingly. National

regimes also tend to be speedier and more efficient in delivering

judgments. We believe that the current enforcement system in the UK, for

example, already works well. Therefore whilst guidance designed to

promote more consistent enforcement of financial information is welcome,

European-level guidelines must pay due regard to the diversity of

European markets and enforcement regimes.  

*



33. Has enforcement of accounting standards in your country changed with the introduction of

IFRS?*
 Enforcement is now more difficult
 Enforcement has not changed
 Enforcement is now easier
 Not applicable
 No opinion

34. In your experience, have national law requirements influenced the application of IFRS in the

EU country or countries in which you are active? *
 Yes, significant influence
 Yes, slight influence
 No
 No opinion
 Not applicable

34.1. If you have identified differences in the way IFRS are applied in different EU countries, to
what extent does this limit the transparency and comparability of company financial statements?

 *
 Much less transparent & comparable
 Slightly less transparent & comparable
 No impact on transparency or comparability
 No opinion

34.1.1. Please detail.

Some national regulators tell preparers how they should comply with

specific requirements of IFRS. Other differences in national practice,

within the options allowed by IFRS, reflect differences in pre-IFRS

national GAAPs, which have been shown to affect how companies have gone

on to comply with IFRS. Differences also arise from variation in the

quality of enforcement among Member States. However, we regard all these

differences as relatively unimportant. These are all matters in our view

for the Member States.

*

*

*



35. If you are aware of any significant differences in enforcement between EU countries or with
other jurisdictions, do they affect your practice in   applying IFRS or analysing financial

statements? *
 Yes, significantly
 Yes, but the impact is limited
 No
 No opinion
 Not applicable

35.1. Please provide specific details.

There are a number of respects in which IFRS is interpreted differently

in different countries (in the EU and around the world), for example, in

relation to fair value measurements. This is an area where ESMA has a

useful role to play, although it should not issue rules or

interpretations itself and should avoid issuing statements that may

acquire the status of quasi-interpretations. 

We note that differences in contractual terms around the world also

affect how transactions are reported.

36. The recitals of the IAS Regulation stress that a system of rigorous enforcement is key to
investor confidence in financial markets. However, the Regulation contains no specific rules on
penalties or enforcement activities, or their coordination by the EU.

Should the IAS Regulation be clarified as regards penalties and enforcement activities?*
 Yes
 No
 No opinion

37. Should more guidance be provided on how to apply the IFRS?  *
 Yes
 No
 No opinion

Consistency of EU law

*

*

*



There are different types of reporting requirements in the EU (e.g. prudential requirements,
company law, tax, etc.)

38. How would you assess the combined effects of, and interaction between, different reporting

requirements, including prudential ones? *

As indicated in our answers to the next question, we do not at present

see any difficulties arising from the interactions of different

reporting requirements. In particular , IFRS is deemed to be compatible

with UK company law requirements for providing a true and fair view, as

stated on many occasions by the UK Financial Reporting Council,

supported by legal opinion[add ref].

We would also emphasise that prudential objectives are not the same as

financial reporting objectives. The receipt of transparent, faithfully

represented financial information by capital providers is fundamental to

their investment decisions. Accounting solutions should be determined

principally with the information needs of investors in mind, not

according to other economic policy objectives. Prudential supervision

should always be delivered primarily through regulatory regimes, making

use of published financial reports and starting where appropriate with

the accounting numbers, but utilising as necessary the extensive powers

available to most regulators to require access to additional financial

and other information. 

39. Do you see any tensions   in interaction between the IAS Regulation and EU law, in particular:

No Yes To some
extent

No
opinion

Prudential regulations (banks, insurance
companies)

Company law

Other

*



39.1. Other - please specify.*

Other EU law.

User-friendliness of legislation

All standards are translated into the official EU languages before they are adopted. The
Commission also regularly draws up a consolidated version of the current standards
enacted by the EU (
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:02008R1126-20130331:EN:NOT
). The consolidated version does not include any standards that are not yet in force, but can
be applied before the date of entry into force.

40. Are you satisfied with the  of , whichconsolidated version IFRS standards adopted by the EU
is not   legally binding, or would you like to see improvements?

 Satisfied
 Need for improvements
 I wasn't aware of it
 I don't use it
 No opinion

41. Are you satisfied with the quality of  of IFRS into your language translation provided by the EU

?*
 Yes
 Yes, to some extent
 No
 No opinion
 Not applicable

General

*

*

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:02008R1126-20130331:EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:02008R1126-20130331:EN:NOT


42. Do you have any other comments on or suggestions about the IAS Regulation? 

An important question that is missing from the questionnaire is: what

realistic alternative is there to IFRS? In our view it is important for

EU listed companies to prepare accounts that are comparable with - and

that achieve the same level of transparency as those of companies in

other jurisdictions. We do not see any realistic alternative to IFRS as

a way of achieving this. And a return to national GAAPs around the EU’s

28 Member States seems equally unrealistic.

The EC’s new President has stated that his priority is ‘to put policies

that create growth and jobs at the centre of the policy agenda of the

next Commission’. We believe that continued support for IFRS will

facilitate this priority, and that moving away from IFRS would undermine

it. 

In 2005, when he was President of the European Council, Mr Juncker

identified three pillars of the Lisbon Strategy: ‘making knowledge and

innovation the real engines to drive lasting growth; making Europe more

attractive for investment and employment and placing growth and

employment at the service of social cohesion’. Again, we believe that

IFRS will help support these pillars and that moving away from IFRS

would remove that support.

We also have a number of comments on earlier questions, which the

questionnaire's format has not allowed us to enter:

Question 22:

In our view, the existing criteria have operated successfully and we see

no good reason to change them. 

ICAEW strongly cautions against the proposed specification of two

additional criteria for endorsement: that accounting standards should

not hinder economic development or endanger financial stability. The

receipt of transparent, faithfully represented financial information by

capital providers is fundamental to their investment decisions and as

such can be seen to underpin the efficient operation of financial

markets. Accounting solutions should be determined principally to meet

the objective of satisfying the information needs of investors - the

primary users of annual financial statements under the IASB’s Framework

- not according to other social or economic policy objectives. 

To the extent that economic development and financial stability should

be considered during the endorsement process, we believe that this falls

squarely within the existing requirement to consider the ‘European

public interest’. However, financial stability and prudential

supervision must always be delivered primarily through regulatory

regimes. Any attempt to change this would not only disadvantage

investors without the power to request additional or different

information from companies (while in contrast, prudential regulators can



always demand more or different information), but also weaken financial

reporting’s ability to promote economic development and financial

stability.

Question 23:

As indicated, we believe that the current position is satisfactory. The

risks of giving the Commission more leeway to modify standards far

outweigh any potential benefits. Any move in the direction of European

standards might undermine investor confidence and damage severely

Europe’s capital markets, perhaps irreversibly, not least as experience

suggests that the  EU would find it challenging to successfully create a

common set of high quality and widely-accepted standards. 

Such a development would in our view only impede progress towards

economic growth in Europe and international financial reporting

harmonization. We do not think, moreover, that attaching conditions such

as stipulating that a modified mechanism would be regulated by ‘precise

criteria and conditions’ (as suggested by Mr Maystadt) would mitigate

these risks to any significant degree. The IFRS ‘brand’, as recognized

by capital market participants around the world, cannot be trifled with

without risking devaluing it entirely, endangering the whole IFRS

project. The EU can and should remain a powerful commentator on IFRS

developments, but providing the Commission with more leeway to modify

standards will in our view damage rather than enhance European

influence.

Question 36:

We believe that enforcement of financial reporting should remain the

primary responsibility of Member States and not be determined centrally.

It is appropriate that ESMA encourages coordination and cooperation and

issues best practice guidelines to NCAs after consultation with

constituents, and issues publicly available reports which list those

NCAs that do not comply (with the reasons for non-compliance). But we do

not think that it is necessary or desirable for the IAS Regulation to

specify rules on penalties or enforcement activities, and we do not

think that it is necessary to provide ESMA with new powers in this

respect.

Question 37:

We believe that authoritative guidance on the application of IFRS should

be a matter for the IFRS Foundation, otherwise inconsistent

authoritative interpretations will result, leading to less comparable

financial reporting and to a more complex body of accounting literature.

It is very important that any interpretations issued should not detract

from the principles-based approach of IFRS, turning it into a more

rules-based system. 

We would also emphasise in this context that all enforcers should avoid

straying into the area of general interpretation of IFRS or the



development of authoritative application guidance. Enforcers are

important stakeholders in the financial reporting process but often have

a different focus, not necessarily aligned with the interest of

investors. A clear division between the responsibilities of standard

setters and enforcers is therefore of high importance.

Non-authoritative views and practical examples and illustrations

regarding how IFRS might be interpreted are a different matter; everyone

is entitled to their own views and to express them. 

Question 41:

Although the question of translation does not arise for English-language

users of IFRS, we understand that there have been some weaknesses in the

EC’s translations of IFRS into other languages.

Thank you for your valuable contribution.
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