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ConsistencyConsistency : : whatwhat do do wewe meanmean ??
IssuingIssuing new money new money –– InvestorsInvestors’ information’ information

Prospectus Prospectus RegulationRegulation EC 809/2004 : IFRS EC 809/2004 : IFRS basedbased financialfinancial datadata
Non EU Non EU issuersissuers fromfrom 2007 2007 onwardsonwards : IFRS or : IFRS or equivalentequivalent

CESR CESR RecommendationsRecommendations FebruaryFebruary 2005 for consistent 2005 for consistent 
implementationimplementation of EU of EU RegulationRegulation

OngoingOngoing FinancialFinancial ReportingReporting by by listedlisted companiescompanies
TransparencyTransparency Directive (Directive (fromfrom 2007) 2007) andand IFRS IFRS RegulationRegulation ((fromfrom

2005 or 2007)2005 or 2007)

WhatWhat degreedegree of « IFRS of « IFRS ConsistencyConsistency » » isis desirabledesirable / / 
achievableachievable in in thethe EU ? EU ? 

How How soonsoon cancan itit bebe achievedachieved ??
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How to How to definedefine consistency consistency 
IdenticalIdentical ? ? SimilarSimilar ? Comparable ? Acceptable ?? Comparable ? Acceptable ?

IdealIdeal benchmark : benchmark : direct direct comparabilitycomparability of of financialfinancial informationinformation publishedpublished by by 
differentdifferent issuersissuers, , fromfrom an an investorsinvestors decisiondecision perspectiveperspective
But …But …

JudgmentJudgment alwaysalways involvedinvolved in in makingmaking economiceconomic assumptionsassumptions (e.g, (e.g, discountingdiscounting rate)rate)
JudgmentJudgment in in usingusing management management intentsintents basedbased accountingaccounting (e.g, IAS 39 HTM class)(e.g, IAS 39 HTM class)
Full Full transparencytransparency shouldshould allowallow thethe marketmarket to to assessassess hypotheseshypotheses andand correct correct whenwhen « out « out 
of acceptable range »; of acceptable range »; sensitivitysensitivity analyses are analyses are helpfulhelpful

DifferentDifferent industries industries cancan not not bebe directlydirectly comparablecomparable
SpecificSpecific industryindustry accountingaccounting practices (e.g, revenue recognition)practices (e.g, revenue recognition)

But direct But direct comparabilitycomparability withinwithin an an industry sectorindustry sector isis highlyhighly desirabledesirable ((e.ge.g, , 
capitalisation capitalisation ofof R&D R&D expensesexpenses by automobile or pharma by automobile or pharma manufacturersmanufacturers; revenue ; revenue 
recognition by software recognition by software developpersdeveloppers… )… )
SimilarSimilar business transactions business transactions shouldshould bebe treatedtreated in in thethe samesame wayway whenwhen thethe
circumstancescircumstances / business / business purposespurposes are are identicalidentical

Consolidation Consolidation perimeterperimeter andand methodsmethods
In rare cases, In rare cases, usingusing judgmentjudgment maymay leadlead to to differentdifferent conclusions (conclusions (e.ge.g, , mergermerger ofof equalsequals))
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WhereWhere are are thethe risksrisks of of inconsistencyinconsistency ??

ManyMany options options availableavailable in in currentcurrent IFRS = IFRS 1 FTA;  IFRS = IFRS 1 FTA;  
permanent options (e.g, IAS 40 or FV option)permanent options (e.g, IAS 40 or FV option)

aandnd presentationspresentations of of financialfinancial performance performance willwill not not bebe
harmonizedharmonized untiluntil …2009 ?…2009 ?
Areas not « Areas not « coveredcovered » by » by currentcurrent IFRS (e.g, concession IFRS (e.g, concession 
services; application of services; application of thethe purchasepurchase methodmethod, , insuranceinsurance…)…)
EconomicEconomic assumptionsassumptions underlying  estimates   underlying  estimates   
==management’smanagement’s//auditorsauditors responsibilityresponsibility; NOT ; NOT regulatorsregulators
Application of IFRS/IFRIC in Application of IFRS/IFRIC in complexcomplex / / unusualunusual situations  situations  
-- degreedegree of of judgmentjudgment involvedinvolved
UnderstandingUnderstanding of of thethe standards by standards by thethe preparerspreparers andand auditorsauditors
whenwhen standards are standards are unclearunclear or or containcontain inconsistenciesinconsistencies
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Solutions ?Solutions ?
Non GAAP/alternative performance Non GAAP/alternative performance measuresmeasures isis not not thethe solutionsolution
IASB IASB needsneeds a a mechanismmechanism to carry out quick corrections of « bugs »to carry out quick corrections of « bugs »
IFRIC IFRIC shouldshould have have thethe resourcesresources to to adaptadapt itsits responseresponse to to thethe evolvingevolving
needsneeds
ProvideProvide help help atat thethe preparerspreparers levellevel

Importance of Importance of «« doctrine doctrine »» , guidance , guidance andand industryindustry--levellevel
coordinationcoordination

National or EU National or EU levellevel fora fora cancan bebe usefuluseful in in achievingachieving common     common     
understandingunderstanding but but shouldshould not not resultresult in an EU version of IFRSin an EU version of IFRS

Consistent positions Consistent positions expectedexpected withinwithin andand amongamong bigbig audit audit firms firms 
ProceduresProcedures to to ensureensure consistent consistent enforcementenforcement by by regulatorsregulators
Nature, scope Nature, scope and meaningand meaning ofof enforcementenforcement decisionsdecisions

Ex ante : Ex ante : ApprovalApproval ofof prospectusesprospectuses (articles 13 (articles 13 andand 21 21 ofof PD)PD)
Ex Ex postpost (article 24 (h) (article 24 (h) ofof TD)TD)
PrePre--clearanceclearance ofof accountingaccounting treatmentstreatments availableavailable in certain in certain membermember statesstates

Coordination Coordination betweenbetween regulatorsregulators andand othersothers involvedinvolved
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PRACTICAL IMPLEMENTATIONPRACTICAL IMPLEMENTATION
OF CESRFin  ENFORCEMENT STANDARDSOF CESRFin  ENFORCEMENT STANDARDS

Guidelines for Guidelines for SelectionSelection MethodsMethods : : determiningdetermining whichwhich issuersissuers andand documents to documents to 
examine . examine . RiskRisk basedbased approachapproach; ; listlist of of typicaltypical riskrisk factorsfactors

approvedapproved in in OctoberOctober, 2005, 2005
Web Web basedbased DatabaseDatabase of of enforcementenforcement decisionsdecisions –– sincesince August, 2005August, 2005
Case Case materialsmaterials for EECS for EECS –– EuropeanEuropean EnforcersEnforcers Coordination SessionsCoordination Sessions
Guidelines for Guidelines for thethe publication of publication of enforcementenforcement decisionsdecisions

ExpectedExpected to to provideprovide furtherfurther benefitsbenefits for for thethe harmonisation of harmonisation of enforcementenforcement as as 
wellwell as for as for achievingachieving a consistent application of IFRSa consistent application of IFRS
PublishPublish all all decisionsdecisions takentaken exceptexcept thosethose whichwhich do not do not contributecontribute to consistent to consistent 
application (e.g, simple application (e.g, simple accounting accounting issue or issue or meremere repetitionrepetition of of earlierearlier
publishedpublished decisionsdecisions))
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Conclusion : Conclusion : achievingachieving consistencyconsistency willwill
taketake time time andand efforts by all partiesefforts by all parties

Transition  2005Transition  2005--2007 2007 needsneeds to to bebe closelyclosely monitoredmonitored to to avoidavoid marketmarket shocksshocks
NeedNeed for a for a RegulatoryRegulatory andand Standard Standard settingsetting pause pause –– Stable Stable platformplatform 20052005--20072007
Robust  andRobust  and efficient efficient InterpretationInterpretation mechanismsmechanisms
ConsistencyConsistency of of enforcementenforcement decisionsdecisions
WorkWork to to strengthenstrengthen audit audit qualityquality ;  ;  aadequatedequate guidance on guidance on specificspecific audit issues audit issues 

InvestorsInvestors educationeducation on on usingusing IFRS IFRS –– WhoWho isis in charge ?in charge ?
PreparersPreparers have a have a keykey rolerole to to playplay in in improvingimproving communicationcommunication

A A sharedshared responsibilityresponsibility ::
PreparersPreparers andand audit audit committeescommittees
FinancialFinancial analystsanalysts
EU EU accountingaccounting profession / Institutes /profession / Institutes /BigBig accountingaccounting firmsfirms, etc.., etc..
SecuritiesSecurities andand otherother regulators regulators / Audit / Audit oversightoversight bodiesbodies
EU / USA EU / USA andand othersothers concernedconcerned by IFRSby IFRS


