
   
 

 
 
 
 
 
 
   
  
The SEC has published its first update on staff activity to evaluate the feasibility of the US adopting 
IFRS in the future. The report details how the staff are approaching their task but gives only a few 
hints on likely conclusions. It suggests that convergence without adoption of IFRS may be a 
possible path. 
 
When the SEC finally pronounced on the feedback it had received from publication of its roadmap 
for IFRS adoption in February this year, it confirmed that it would make a decision at the end of 
2011. In the interim it directed the staff to carry out a study to gather information relevant to that 
decision. It also promised to give regular progress reports. 
 
The work plan for the staff directed them to look at the state of development and implementation of 
IFRS, the independence of its standard-setting, investor understanding of IFRS, how the US 
regulatory environment would be affected by a change to IFRS, the impact on issuers and human 
capital readiness. 
 
The first progress report was duly published at the end of October. SEC Chief Accountant Jim 
Kroeker said: ‘The staff has invested significant time and effort in executing the Work Plan, and 
we’ve made great progress to date.’ He said he hoped that the progress report would help the public 
to understand the magnitude of the project. 
 
The report presents the staff work on each of the six issues identified in its work plan. In terms of 
evaluating the adoption of IFRS, it says it is studying adoption in a sample of countries that 
represent 90% of the world’s GDP (the study includes the US). It discusses the convergence 
approach taken by China as opposed to the endorsement approach taken by the EU. Convergence in 
this context consists of writing Chinese standards that are closely aligned with IFRS, but not 
directly adopting IFRS. 
 
It notes that very few countries take IFRS directly into their regulatory system without any form of 
endorsement, and analyses the EU and Australian systems. It points out that endorsement systems 
allow modifications and also observes that the SEC’s February announcement specified that the 
FASB would continue in existence after any eventual adoption of IFRS. 
 
The report looks at financing and notes that the US and Japan are amongst the largest contributors, 
even though they do not yet use IFRS, whereas only 25% of countries that require or permit the use 
of IFRS actually contribute to the IFRS Foundation. It also points out that the FASB contributes a 
great deal in terms of work on convergence projects. 
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One aspect of the staff’s work is to review the impact of IFRS adoption on regulators in general. 
The report notes that a number of government regulators use GAAP measures and the regulator 
would have a reduced capacity to influence the international standard-setter. It also cites the 
absence of an IFRS for rate-regulated industries as likely to cause problems. 
 
It would appear that while the SEC’s official position is that adoption of a single worldwide set of 
standards is the desired outcome, the staff are preparing a fallback position of convergence in the 
Chinese manner without formal adoption, at least as an interim measure. 
 
A survey carried out by US firm of KPMG and Financial Executives International (FEI) recently 
found that 88 % of respondents thought that IFRS would enhance comparability, although this was 
subject to completion of convergence projects and improvement of oversight in foreign markets. 
57% said they would prefer continued convergence rather than outright adoption. 
 
KPMG and the FEI also reported that a significant majority (65%) say the implementation cost is 
the main disadvantage to IFRS adoption, while 54% were concerned that a more judgment-based 
set of standards may lead to more second-guessing by the market and regulators. 
 
The survey was conducted in August 2010 amongst members of FEI and KPMG’s Institute for 
IFRS. Half the respondents were from US public companies, 24% from private companies and the 
rest from US subsidiaries of foreign companies or from foreign issuers. 
 
 
 


