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determining which of the IASB’s pronouncements should be adopted or modified as part of the
convergence process. Maintaining the FASB with independent funding also avoids the
possibility of a need for a new independent standard setter for non-issuers.

Loss of Sovereign Power

NASBA believes that the adoption of IFRS by the Commission would significantly and
negatively impact securities regulation in the U.S. The Roadmap states that, “A change to
commit U.S. reporting to following IFRS would include a change in the relationship of the U.S.
capital markets to the accounting standard setting process” and that “[this] would mean that the
interaction and potentially the relevance and influence, of U.S. capital market participants,
including the Commission and its staff, would be reduced compared to the current standard
setting process in the United States.” The Commission notes that the “Commission’s
participation in the oversight of the IASB would principally be through participation in the
Monitoring Group proposed by the IASB’s governing body.” As a result, the SEC would lose its
present ability to directly control the setting of accounting standards in the United States and
would settle for a “less direct relationship.” We believe that such loss of regulatory authority
would be, in effect, a de facto loss of sovereign power to have full authority to regulate securities
in the U.S. and should not be a position acceptable to the Commission.

The IASB has recently shown that it does not now consider the needs of all stakeholders that rely
on financial statements prepared using IFRS. The European Commission (EC) demanded, in
effect, that the IASB change its accounting standards that required mark-to-market accounting
for certain financial instruments. In response to political pressure from the Europeans, the IASB
agreed to a change in order to avoid action by the EC. The accounting in countries other than
those that are part of the EC was also impacted by the change, but this fact apparently had no
bearing on the decision of the IASB, which yielded to the EC. This is one illustration of how the
IASB cannot be free of political influence of a particular group of countries.

An accounting standard setting organization should be accountable to regulators and also to the
legislatures, or other governmental bodies, from which regulators draw their authority. The EC’s
action to influence the IASB is not an unusual action. The U.S. Congress has, in the past,
suggested that standards set in the United States be changed to conform to the intentions of
Congress. Situations where a governing body believes that standards should be changed to meet
a national interest are to be expected. The likelihood that the Monitoring Group suggested by the
IASB would be able to withstand such requests for change may be remote. It is not in the best
interest of U.S. issuers to have to yield to the needs of foreign governments.

NASBA believes that it is not in the best interest of U.S. financial reporting to relax the influence
over the accounting standard setting process that the Commission presently exercises, nor to
have the Commission placed in a position that it would have to consider yielding to the
consensus decisions of a Monitoring Group. We also believe the public would not be served by
a voluntary action by the SEC that would dilute its regulatory influence and impact on U.S.
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issuers. Accordingly, the Commission should not designate the IASB as a standard setting
organization for U.S. issuers.

Need for Enforceable Standards

We are also concerned that adoption of IFRS would weaken regulation and enforcement of
standards. Regulators, the SEC and State Boards included, would be required to become more
subjective in their determination as to whether or not standards were appropriately applied in a
given situation because IFRS are significantly more flexible and lack the implementation
guidance of U.S. GAAP.

Standards may become less enforceable in the United States because of their inherent flexibility,
which would not be in the public interest. Also, it is possible that the judiciary would hold U.S.
issuers to bright line standards in order to promote uniformity, resulting in financial reporting
being set in adversary legal processes rather than consideration of the needs of users.

NASBA strongly recommends that the Commission continue to support the process of
convergence of standards by the FASB and the IASB as the way to implement the
internationalization of accounting reporting standards, and neither require nor permit U.S. issuers
to use IFRS in reports to the Commission.

Training

Adverse consequences would result from having two standard setters, one for U.S. issuers and
one for non-issuers. Accountants, owners, managers, directors, investors, bankers and others
would have to obtain training in the application of IFRS and would have to become familiar with
the differences between IFRS and non-issuer standards, currently U.S. GAAP. Accounting firms
with an international presence would likely import accountants from their overseas offices or
affiliates to train U.S. employees and to perform work in the U.S. Firms without such resources,
which include many medium and small-size firms, would have to rely on other sources for
training, at considerable expense. Other firms would determine that they were not able to
maintain competence in two standards and would elect to serve only clients that used standards
for non-issuers, which would result in further concentration of auditing and other accounting
services in the remaining firms that have expertise in IFRS.

Client companies that do not have IFRS expertise on staff would have to hire individuals other
than their auditors to train their staff in IFRS, at significant expense. Investors, financial
analysts, bankers and others would have to be trained by individuals familiar with IFRS or have
to rely on continuing education courses, a burden for all.

In addition, accounting majors would have to decide early in their accounting education whether
they want to work for a firm that audits U.S. issuers or one that audits non-issuers because
available class time limits the hours addressed to learning reporting standards. Further, the
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decision would impact the available positions for which each student would be employable at
graduation—and subsequently in a career without substantial re-education.

Final Recommendations

NASBA recommends to the Commission that the Roadmap be withdrawn due to the concerns
previously discussed. To eliminate uncertainty for the U.S. issuers, investors, creditors and other
members of the public, NASBA also recommends that the Commission’s withdrawal take place
as early as possible.

NASBA urges the Commission to continue its support of the joint efforts of the IASB and the
FASB to converge standards, to the extent possible, as they work to their target completion date
of 2011.

We appreciate the opportunity to comment on the “Roadmap For The Potential Use Of Financial
Statements Prepared In Accordance With International Financial Reporting Standards By U.S.

Issuers.”

Sincerely,

Mowar Sl

Thomas J. Sadler, CPA
NASBA Chair
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David A. Costello, CPA
NASBA President & CEO






