
Renewed support from KPMG for the Centre’s activities 

Autumn 2009 marked the renewal of the ESSEC KPMG
Financial Reporting Centre. ESSEC is very grateful to KPMG
for its continued support of the Centre’s activities which
include the close monitoring of the activities of the
International Accounting Standards Board and the application
of IFRS by European companies. It produces a monthly report
on the standard-setting meetings of the IASB and publishes
research into the application of IFRS. It also provides specialist
studies for ESSEC students who intend to follow a career in
international financial reporting. Joining Peter Walton (IFRS

director of the Centre) and Wolfgang Dick (Academic director) is Paul André as
Research director. Bertrand Desbarrières (pictured), KPMG Partner and Essec
Alumnus is contributing alongside the co-directors of the Chair to its development
and reputation.

Gilbert Gélard joins ESSEC KPMG Financial Reporting Centre
and the Accounting Department as visiting professor

Gilbert Gélard joins ESSEC-KPMG Financial Reporting Centre
and the ESSEC Department of Accounting as a Visiting
Professor.
Gilbert Gélard, the distinguished French accountant and
standard-setter, has joined ESSEC as a Visiting Professor. He
will be pursuing research with other members of the
Department and will be active in special management
education projects and teaching international financial
reporting.

For the last nine years, Mr Gélard has been based in London and Paris as a member
of the International Accounting Standards Board (IASB). He was a founder member
of the IASB, which sets financial reporting rules for European listed companies as
well as those of more than a hundred countries world wide.
Mr Gélard’s career started with qualification as a French Expert-Comptable and
auditor with one of the international firms. He subsequently moved to senior
accounting posts in, successively, a listed publishing company and then an oil
company. In 1987 he was appointed technical director for the Conseil Supérieur of
the Ordre des Experts Comptables, in which post he became part of the French
delegation to the then international standard-setter, the International Accounting
Standards Committee. This started an involvement of more than 20 years with
international standard-setting.
In the 1990s, he moved to become technical partner with KPMG France, but
retained his involvement in international standards. He was then appointed a full
time Board member in 2001 of the new successor body, the IASB.
Mr Gélard’s second term of office at the IASB came to an end in June this year and
he has joined the ESSEC-KPMG Financial Reporting Centre. Jean-Marc Xuereb,
dean of faculty, said: ‘His wide-ranging experience at the highest levels of financial
reporting will be enormously useful to both researchers and students at ESSEC.
We really appreciate having Gilbert’s in-depth expertise in our team.’
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Peter Walton nominated Chairman of the EAA Financial 
Reporting Standards Committee (FRSC)

The European Accounting Association is the scientific association for European researchers in
accounting. The role of its FRSC is to prepare analyses of relevant European research to submit
to standard-setters to help them in formulating standards.

Prof Walton will coordinate efforts to respond to papers published by the International
Accounting Standards Board, and will work with the European Financial Reporting Advisory
Group (technical advisor to the European commission) to ensure that European accounting
research feeds in to the standard-setting process.

Pierre Tapie, Dean of the ESSEC Business School, said: 'I am delighted with Peter's nomination.
ESSEC has long had a significant role in accounting research which has in recent years been boosted by our fruitful
partnership with KPMG in the ESSEC-KPMG Financial Reporting Centre. I welcome this recognition of ESSEC's
expertise. ' he added: 'It is very important that European research is taken account of in this area where US research
has dominated in the past.'

The EAA has more than 2,000 members and is the leading scientific organization for accounting researchers in
Europe. Prof Walton's appointment was voted at the annual congress held in Istanbul last May.
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Peter Walton
IFRS Director

The last few months have been particularly eventful in
the world of international financial reporting. The
International Accounting Standards Board (IASB) has
issued several key draft standards that form part of its
convergence programme mandated by the G20
countries. At the same time the institutions surrounding
the standard-setter have been gearing up for
governance changes and decisions on the IASB’s
programme after 2011. By then the G20’s target,
including a new financial instruments standard, will be
past, the US should have made a decision on adoption,
and there should be a new chairman of the IASB.

The financial crisis, and the G20 governments’ response
to it, have put a great deal of pressure on both the IASB
and the US standard-setter, the Financial Accounting
Standards Board (FASB). The G20 mandated the
Financial Stability Board to oversee continued
convergence between US and IASB standards. It set a
date of June 2011 for completion of key projects,
including a converged and simplified financial
instruments standard.

The IASB issued IFRS 9 in 2009 as the eventual
replacement to IAS 39 on financial instruments, with the
aim of completing the standard by the end of 2010. The
FASB issued an exposure draft of its proposals in May
this year. While they share classification of instruments
into two buckets, the FASB has extended the use of fair
value while the IASB has reduced it. The Financial
Stability Board is not happy and it is unlikely that a
converged financial instruments’ standard will be
achieved.

There has, however, been more positive progress in
other areas of convergence. A lease accounting
exposure draft was issued in August. This will call for all
leases to be reflected by an asset and liability. Some
analysts think that share prices already discount lease
finance, but companies are more doubtful about the
impact on their share price.

A draft on revenue recognition was issued in June. This
calls for recognition of a contract asset and customer
obligation liability when a binding contract exists, but
these will be presented net. Revenue is recognised only
when the client takes control of part of the goods or

services under the contract. This may have
repercussions for the construction industry but the
outcome may be a different way of writing the
contracts.

Work on a converged Fair Value Measurement standard
is well advanced. In the last months, the Boards have
been fine-tuning their literature to modify some details.
A final standard should be early in 2011.

In June the FASB and IASB, however, announced that
they were unlikely to meet their June 2011 target in full,
claiming that they could not submerge their
constituents with so much new material in so short a
time. As a consequence a project to re-shape financial
statements is expected to be finalised later, and an
attempt to write a joint standard defining equity and
debt is likely to be abandoned.

In July the IASB issued an exposure draft on its
insurance project. This does not form part of the G20
convergence, although the FASB and IASB have been
working on the project together recently. The FASB
plans to issue a discussion paper shortly. The IASB has
also issued an exposure draft calling for a single
Statement of Comprehensive Income. This is likely to
prove controversial and would require issuers to report
Other Comprehensive Income on the same page as
operating income.

2011 is significant for another reason: the last of the
founder members of the IASB will leave, including Sir
David Tweedie, up until now the central driving force of
the IASB. There has been a certain amount of
speculation about his successor at the IASB, with the
most strongly tipped candidate being Ian Mackintosh,
the New Zealander who currently chairs the UK and
Ireland standard-setter.

The coincidence of dates means that the IASB will be
likely to have a new look and a new agenda post 2011.
Currently work is being done in a number of quarters to
make suggestions as to the future programme. At the
same time a number of institutions, including the
European Commission, are saying that they want to see
a radical change in the governance structure of the
international standard-setter.

Part of the new look going forward involves a change of
names. In the last few months the sponsoring body has
changed its name from the IASC Foundation to the IFRS
Foundation. At the same time, it has changed the
Standards Advisory Council to become the IFRS
Advisory Council, and the Interpretations body becomes
the IFRS Interpretations Committee. The IASB retains its
name unchanged.

IFRS OBSERVATORY
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Wolfgang Dick
Education Director

June 2010 trip to EFRAG meeting 
in Brussels with Centre’s students

A number of the Centre’s students, Yann Combaz,
Laetitial Déal, Marina Hays, Fanny Sergent, Jeanne
Depond, Maoying Kong, Joachim Hermann, Clément
Bourg, Sybille Vérité and Thomas Dumoulin, the Centre’s
assistant Elisabeth Gozdik and the Centre’s directors
Paul André, Wolfgang Dick and Peter Walton went to
Brussels to attend the June meeting of EFRAG
(European Financial Reporting Advisory Group), which
through its Technical Experts Group (TEG), assists the
European Commission in the endorsement of
International Financial Reporting Standards (IFRS), as
issued by the International Accounting Standards Board
(IASB) by providing advice on the technical quality of
IFRS. Topics covered were consolidation, insurance
contracts and fair value measurement.

Centre seminar 2010 student research briefs
Students of the spring 2010 Chair seminar prepared
empirical research briefs about the impact on financial
statements of recent IFRS changes or current projects.

“Impacts du résultat global et réactions des
entreprises face aux normes IFRS“ by Yann Combaz,
Laetitial Déal, Marina Hays and Fanny Sergent analyses
the impact on disclosure of recently revised IAS 1 –
Financial statements presentation. The paper focuses on
issues regarding disclosure of comprehensive income by
97 European groups representing 4 countries (France,
Germany, Italy and United Kingdom) in 5 industrial
sectors (Chemistry, Car manufacturers, Defense, Oil and
Energy).

“IFRS 3 revised” by Dima Kalout, Maoying Kong and
Joachim Hermann examines 89 recent business
combinations (2007 to 2009) within 69 groups situated
in France, Germany and the United Kingdom and
analyses the adoption of revised standard IFRS 3. Topics
covered are purchase price allocation, changes between
preliminary and definite goodwill, full goodwill vs. partial
goodwill and the treatment of acquisition costs.

In their study “Le nouveau traitement comptable des
contrats de location”, Clément Bourg and Sybille Vérité
try to measure the potential impact of the current
project of revision of IAS 17 – Leases. According to this
project, the distinction between finance lease and
operating lease contracts would disappear, and many
assets subject of a current operating lease would be
recognized in the lessee’s financial statements. Based on
disclosure in the notes of 55 French and German groups,
the study analyses the impact of these additional assets
and liabilities on selected financial ratios.

ACADEMIC NEWS
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A summary of recent research
dissertations

V. FERRY & S. JENSEN : L’impact de la réforme de la
norme IAS 17 sur les états financiers des compagnies
aériennes, February 2010.
According to the project of future IAS 17 – Leases, the
distinction between operating and finance leases will
disappear, and most of the leased assets, together with
a corresponding liability, will be recognized in the
financial statements of the lessee. This study examines
the consequences of these changes for a sample of 13
listed European airlines (traditional, regional, low cost
and luxury companies). Based on disclosure in the notes
of year 2008 reports, financial statements are restated
and the impact on selected financial ratios is analyzed.
The study reveals the significant importance of this
change for all groups in the sample. 

B. MEIGNAN : La crise financière et la pertinence de
l’information publiée en application d’IFRS 7, June 2009.
This study analyses the impact of IFRS 7 – Financial
Instruments: Disclosures. In 5 industrial sectors, Car
manufacturing, chemistry, telecommunication, nutrition
and phone manufacturing, a couple of 2 major European
groups are selected, their disclosure about financial
instruments analyzed and compared with each-other.
This study focuses on disclosure about sensitivity
analysis and related differences in interpretation of 
IFRS 7.

The above mentioned research briefs and research
dissertations may be downloaded from the Centre’s
website www.essec-kpmg.net

Paul André
Research Director

IFRS adoption and the cost of equity
capital

A recent paper by Siqi Li from Santa Clara University
examines whether the mandatory adoption of
International Financial Reporting Standards (IFRS) in the
European Union (EU) in 2005 reduces the cost of equity
capital. Using a sample of 6,456 firm-year observations
of 1,084 EU firms during the 1995 to 2006 period, she

finds evidence that, on average, the IFRS mandate
significantly reduces the cost of equity for mandatory
adopters by 47 basis points. She also finds that this
reduction is present only in countries with strong legal
enforcement, and that increased disclosure and
enhanced information comparability are two
mechanisms behind the cost of equity reduction. Taken
together, these findings suggest that while mandatory
IFRS adoption significantly lowers firms’ cost of equity,
the effects depend on the strength of the countries’
legal enforcement.

Li, S., 2010, Does Mandatory Adoption of International
Financial Reporting Standards in the European Union
Reduce the Cost of Equity Capital? Accounting Review
85, 607-636

International differences
in IFRS policy choice

A recent paper by Erlend Kvaal, Norwegian School of
Management, and Christopher Nobes, Royal Holloway,
University of London, looking at 16 accounting policy
issues in more than 200 companies in France, the UK,
Spain, Germany and Australia, find significant evidence
that pre-IFRS national practices continue where this is
allowed within IFRS. While some differences exist in
trivial issues (e.g., order of the balance sheet), other are
in more complex matters (e.g., pensions) which may
challenge one of the central objectives of the IASB: IFRS
should foster comparable financial information for
participants in the world’s capital markets.

Kvaal, Erlend and Christopher Nobes, 2010, International
differences in IFRS policy choice: a research note.
Accounting and Business Research 40(2), 173-187

A summary of recent ESSEC KPMG 
Financial Reporting Centre research 
workshops papers 
all papers available at
https://sites.google.com/a/essec.edu/comptabilite-
controle-de-gestion/home/page-fille-3/archives-semin
aires-controle-de-gestion

Information Risk and M&A Deals that go Bust
Hollis A. SKAIFE, University of Wisconsin - Madison,
Thursday, June 24th, 2010
Abstract: This study investigates the role of information
risk in merger and acquisition (M&A) deals that are
ultimately terminated, i.e., go bust. Based on prior
research, we define information risk as the likelihood

RESEARCH BRIEFS

RESEARCH WORKSHOPS

https://sites.google.com/a/essec.edu/comptabilite-controle-de-gestion/home/page-fille-3/archives-seminaires-controle-de-gestion
https://sites.google.com/a/essec.edu/comptabilite-controle-de-gestion/home/page-fille-3/archives-seminaires-controle-de-gestion
https://sites.google.com/a/essec.edu/comptabilite-controle-de-gestion/home/page-fille-3/archives-seminaires-controle-de-gestion
www.essec-kpmg.net
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that a firm’s financial reporting is of low quality. We
hypothesize and find that M&A bids involving targets
with high information risk are more likely to be
terminated. We provide evidence that acquirers’
announcement returns are significantly more negative
when acquirers bid on targets with more information
risk and for deals that ultimately go bust, suggesting the
market perceives greater uncertainty regarding the net
benefits of such deals at the announcement date. We
document that failed targets often restate their financial
statements soon after the deal goes bust. This finding
suggests that the private information obtained by the
acquirer via due diligence uncovers financial reporting
misstatements, and corroborates our claim that failed
targets are more likely to have low quality financial
reporting. Our research provides new insights into the
market consequences of information risk specifically as
it relates to the transfer of resources in the market for
corporate control.

Mandatory Adoption IFRS and Analyst’ Forecast
Information Properties
Philip JOOS, Tilburg University, Thursday, June 17th, 2010
Abstract: This study examines the properties of the
information contained in analysts’ earnings forecasts for
mandatory IFRS adopters in Europe for the period
2003-07. We find a significant increase in the precision
of both public and private information in the IFRS
period, especially for forecasts concerning 2006 and
later. However, we are unable to detect a change in the
consensus among financial analysts after the mandatory
adoption of IFRS. These results suggest that the higher
percentage increase in the precision of common
information is offset by a proportionate increase in the
precision of private information such that consensus
among analysts does not change. When exploring
analyst-specific precision in more detail, we find that the
analysts who are following firms in more than one
European country and are affiliated with large brokerage
houses experience the largest post-IFRS improvement
in private information precision. Taken together, our
results suggest that mandatory adoption of IFRS had a
significant and positive effect on the information
processing of financial analysts but did not occur
homogeneously across analysts.

Impression management in sustainability reports: an
empirical investigation of the use of graphs
Charles CHO, Concordia University, Monday, May 17th,
2010
Abstract: The purpose of this paper is to investigate
whether firms manipulate the use of graphs in their
sustainability reports in order to present a more
favorable view of their social and environmental
performance, and to examine whether differences in the
extent of impression management are associated with
differences in social and environmental performance.
There is considerable evidence of favorable selectivity
bias in the choice of items graphed, and moderate
evidence that where distortion in graphing occurs, it too

has a favorable bias. Whereas graphs of social items in
sustainability reports for companies with worse social
performance exhibit more impression management, no
significant relation between environmental performance
and impression management in the use of
environmental graphs is found.

Direct and mediated associations among earnings
quality, information asymmetry and cost of equity
Per OLSSON, Duke University, Thursday, February 11th,
2010
Abstract: Using path analysis, we investigate the direct
and indirect links between three measures of earnings
quality and the cost of equity. Our investigation is
motivated by analytical models that specify both a
direct link and an indirect link that is mediated by
information asymmetry, but do not suggest which link
would be more important empirically. We measure
information asymmetry as both the adverse selection
component of the bid-ask spread and PIN (the
probability of informed trading). For a large sample of
Value Line firms during 1993-2005, we find statistically
reliable evidence of both a direct path from earnings
quality to the cost of equity, and an indirect path that is
mediated by information asymmetry, with the weight of
the evidence favoring the direct path as the more
important.

The Genesis of the 2007 Conseil National de la
Comptabilité : A Case of Institutional Isomorphism
Bernard COLASSE, Paris-Dauphine University &
Christine POCHET, IAE Paris University, Thursday,
January 21st, 2010
Abstract: This article puts forward an interpretation of
the reform of the French accounting standard-setter
initiated by Decree no. 20076629 of 27 April 2007
relating to the national accounting standards board, the
Conseil National de la Comptabilité (CNC). This reform,
if it goes to term, will give birth to a French accounting
standards authority, the Autorité des Normes
Comptables (ANC). The proposed interpretation fits
within a neo-institutionalist framework. In particular, it
uses the notions of path dependency and institutional
mimetism. The new CNC is first put into context as an
institution in relation to its predecessors. It is then
compared with two institutions, the architecture of
which may have inspired its conception, the Financial
Accounting Standards Board (FASB) and the Autorité
des Marche´s Financiers (AMF). It would appear that the
new CNC clearly departs from the historical path traced
by French accounting regulation and tends to mimic
French autorités administrative indépendantes
(independent administrative authorities) of the AMF
type. However, such ‘authorities’ are strongly inspired by
the American Securities and Exchange Commission
(SEC). So paradoxically, the model of the new French
Accounting Standards Authority would be a SEC rather
than an FASB.
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Workshop on Accounting in Europe, 
Stirling, September 1-2 2010 

Following the successful workshops in Regensburg,
Milton Keynes, Paris, Lund and Catania, the 6th workshop
on European Financial Reporting of the European
Financial Reporting Research Group (EUFIN) was held
at University of Stirling on 1-2 September 2010. 

The workshop once again offered an opportunity and
venue for practice and academia to meet to engage
with contemporary issues relating to accounting in
Europe. The over 70 participants had the opportunity to
hear keynote speaker Ian Mackintosh of the Accounting
Standards Boards give an update on the boards current
activities and future. A second roundtable with James
Clunie (Scottish Widows), Richard Martin (ACCA), Brian
Singleton-Green (ICAEW), and David Wood (ICAS)
discussed current issues in financial reporting. The
workshop included 28 papers on varied topics such as
compliance with mandatory IFRS disclosures and
persistence of national patterns of IFRS practice. A link
to papers can be found on the Centre’s website :
http://www.essec-kpmg.net

ESSEC-KPMG Breakfast December 7, 2010: 

Table ronde on the theme : L’intérêt de la communauté
financière européenne est-il bien que les Etats-Unis
intègrent les IFRS ? » at 8:30am the Pavillon Ledoyen -
Paris.

ESSEC KPMG Financial Reporting FRAP
seminar November 8, 2010 :

18h00-19h00, ESSEC Management Education, CNIT, La
Défense :
(N.B. Talk will be followed by a small cocktail allowing
further discussion)

The ESSEC KPMG Financial Reporting Centre is pleased
to launch a series of Financial Reporting Academia and
Practice (FRAP) seminars. Our first talk :

Will the European IFRS experiment be successful ?
Early evidence and future challenges

Professor Peter Pope

- Professor of Accounting and Finance and Director of
International Centre for Research in Accounting,
Management School, Lancaster University.

- ESSEC 2010 Distinguished Visiting Professor of
Accounting and Auditing.

- INTACCT research network lead coordinator
(INTACCT is a major collaboration between some of
the leading university accounting and finance research
groups in Europe on a Scientific Research Programme
related to the adoption of International Financial
Reporting Standards (IFRS) in Europe and is funded
under the European Commission’s 6th framework
Marie Curie programme).

RSVP: gozdik@essec.fr

ESSEC KPMG Financial Reporting Centre
Research Workshops at Cergy 
Autumn 2010 : 

- Friday, 24 September, 2010 at 2:00pm, Le Club à
l'ESSEC (Cergy-Pontoise)
Chris Chapman : Imperial College Business School
London, Editor of “Accounting, Organizations and
Society” The Practice of Corporate Governance”

- Tuesday 9 November 2010 at 2:00pm, room N405
at ESSEC (Cergy-Pontoise)
Peter Pope, Lancaster University,

- Thursday 25 November 2010 at 2:00pm, room N405
at ESSEC (Cergy-Pontoise)
Elizabeth Demers, INSEAD

- Monday 6 December 2010 at 2:00pm, room N405 
at ESSEC (Cergy-Pontoise)
Garen Markarian, Instituto de Empresa

Workshop are open to all interested. For up to date
information, click here:
https://sites.google.com/a/essec.edu/comptabilite-
controle-de-gestion/page-fille-2

ANNOUNCEMENTS
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About The Centre

The ESSEC-KPMG Financial Reporting Centre
specialises in financial reporting under
International Financial Reporting Standards
(IFRS). Created in 2005, the year in which
European listed companies started to use IFRS,
the Centre monitors closely the activities of the
International Accounting Standards Board and
the application of IFRS by European companies.
It produces a monthly report on the standard-
setting meetings of the IASB and publishes
research into the application of IFRS. It also
provides specialist studies for ESSEC students
who intend to follow a career in international
financial reporting. The ESSEC-KPMG Financial
Reporting Centre is host to the European
Financial Reporting Research Network (EUFIN).

For more information about the Centre : 
Visit http://www.essec-kpmg.net 

About Our Partner

KPMG is the leading audit, accounting and
advisory firm in France*.
The firm provides listed companies and
international groups with audit and advisory
services and works closely with SMEs, the public
sector and the non-profit sector in an audit,
accounting and advisory capacity. KPMG S.A. has
branches in 194 cities in France and is a member
of the KPMG International network which has
firms in 144 countries.

For more information about KPMG :
Visit www.kpmg.fr 
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