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SUMMARY:: The Securities and Exchange Commission (“Commission”) is proposing a
Roadmap for the potential use of financial statements prepared in accordance with
International Financial Reporting Standards (“IFRS”) as issued by the International
Accounting Standards Board by U.S. issuers for purposes of their filings with the
Commission. This Roadmap sets forth several milestones that, if achieved, could lead to
the required use of IFRS by U.S. issuers in 2014 if the Commission believes it to be in
the public interest and for the protection of investors. This Roadmap also includes
discussion of various areas of consideration for market participants related to the eventual
use of IFRS in the United States. As part of the Roadmap, the Commission is proposing
amendments to various regulations, rules and forms that would permit early use of IFRS
by a limited number of U.S. issuers where this would enhance the comparability of
financial information to investors. Only an issuer whose industry uses IFRS as the basis

of financial reporting more than any other set of standards would be eligible to elect to

use IFRS, beginning with filings in 2010.



DATES: Comments should be received on or before February 19, 2009.

ADDRESSES: Comments may be submitted by any of the following methods:

Electronic Comments:

e Use of the Commission’s Internet comment form

(http://www.sec.gov/rules/proposed.shtml); or

e Send an e-mail to rule-comments@sec.qgov. Please include File Number S7-

27-08 on the subject line; or

e Use the Federal Rulemaking ePortal (http://www.regulations.gov). Follow the

instructions for submitting comments.

Paper Comments:

e Send paper comments in triplicate to Florence E. Harmon, Acting Secretary,
Securities and Exchange Commission, 100 F Street, NE, Washington, DC
20549-1090.

All submissions should refer to File Number S7-27-08. The file number should be
included on the subject line if e-mail is used. To help us process and review your
comments more efficiently, please use only one method. The Commission will post all

comments on the Commission’s Internet Web site

(http://www.sec.gov/rules/proposed/shtml). Comments also are available for public
inspection and copying in the Commission’s Public Reference Room, 100 F Street, NE,
Washington, DC 20549, on official business days between the hours of 10:00 am and

3:00 pm. All comments received will be posted without change; we do not edit personal



identifying information from submissions. You should submit only information that you
wish to make available publicly.

FOR FURTHER INFORMATION CONTACT: Craig Olinger, Deputy Chief
Accountant, Division of Corporation Finance, at (202) 551-3400 or Michael D. Coco,
Special Counsel, Office of International Corporate Finance, Division of Corporation
Finance, at (202) 551-3450, or Liza McAndrew Moberg, Professional Accounting
Fellow, Office of the Chief Accountant, at (202) 551-5300, U.S. Securities and Exchange
Commission, 100 F Street, NE, Washington, DC 20549-3628.

SUPPLEMENTARY INFORMATION: The Commission is publishing for comment
a proposed Roadmap and proposed amendments to Regulations S-X,* S-K? and C? under
the Securities Act of 1933 (the “Securities Act”),*and Rule 12b-2,®* Schedule 13E-3,°
Schedule TO,” Regulation G,® and Form 8-K,° under the Securities Exchange Act of 1934

(the “Exchange Act”).” In Regulation S-X, we propose to amend Rules 1-01,"

117 CFR 210.1-01 - 210.12-29. Regulation S-X sets forth the form and content of requirements for
financial statements.
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® 17 CFR 240.13e-100.
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1-02,*2 3-10," 4-01* and 8-01," and to add Article 13. We are proposing the new Atrticle
13 to apply to U.S. issuers and, as a conforming change, to foreign private issuers® that
file IFRS financial statements.”” In Regulation S-K, we propose to amend Items 10,
101,” 301,% 504, 1100,# 1112, 1114* and 1115.%* In Regulation C, we propose to

amend Rule 405.% In Regulation G, we propose to amend Item 101.

1217 CFR 210.1-02.

1817 CFR 210.3-10.

1417 CFR 210.4-01.

1517 CFR 210.8-01.

16 A “foreign private issuer,” as defined in Rule 3b-4(c) [17 CFR 240.3b-4(c)], means any foreign issuer
other than a foreign government except an issuer that meets the following conditions: (1) more than 50
percent of the issuer’s outstanding voting securities are directly or indirectly held of record by residents of
the United States; and (2) any of the following: (i) the majority of the executive officers or directors are
United States citizens or residents; (ii) more than 50 percent of the assets of the issuer are located in the
United States; or (iii) the business of the issuer is administered principally in the United States.

7 As explained in Section V.B. below, inclusion of foreign private issuers in Article 13 will not change
the content of their financial statements filed under Form 20-F.

1817 CFR 229.10.
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2017 CFR 229.301.
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I OVERVIEW

The Commission is proposing this Roadmap towards requiring the use of
International Financial Reporting Standards (“IFRS”) as issued by the International
Accounting Standards Board (“IASB”)?® by U.S. issuers® as part of its consideration of
the role a single set of high-quality accounting standards plays in investor protection and
the efficiency and effectiveness of capital formation and allocation. As capital markets
have become increasingly global, U.S. investors have a corresponding increase in
international investment opportunities. In this environment, we believe that U.S.
investors would benefit from an enhanced ability to compare financial information of
U.S. companies with that of non-U.S. companies. The Commission has long expressed
its support for a single set of high-quality global accounting standards as an important
means of enhancing this comparability.* We believe that IFRS has the potential to best
provide the common platform on which companies can report and investors can compare
financial information.

This proposed Roadmap first addresses the basis for considering the mandatory

use of IFRS by U.S. issuers. It then sets forth seven milestones which, if achieved, could

%As used in this release, the phrase “IFRS as issued by the IASB” refers to the authoritative text of
IFRS, which, according to the Constitution of the International Accounting Standards Committee
Foundation (“1ASC Foundation”), is published in English. See “International Financial Reporting
Standards, including International Accounting Standards and Interpretations as at 1 January 2007,”
Preface to International Financial Reporting Standards, at paragraph 23. Unless otherwise noted, the
phrase “IFRS” refers to IFRS as issued by the IASB.

% The terms “U.S. issuer” and “domestic issuer” are used interchangeably in this release. Although
there is no specific definition of those terms under the Exchange Act or the Securities Act, they are used
in this document to refer to any issuer that files annual reports pursuant to the Exchange Act on Form 10-
K [17 CFR 249.310] or a registration statement under the Securities Act for which foreign private issuer
status is not an eligibility requirement. For purposes of this release, the terms U.S. issuer and domestic
issuer also include a foreign issuer or foreign private issuer, as defined in Rule 3b-4 under the Exchange
Act [17 CFR 240.3b-4(c)] and in Rule 405 under the Securities Act [17 CFR 230.405], that elects to file
on domestic forms.

% See, for example, Release No. 33-6807 (November 14, 1988) [53 FR 46963 (November 21, 1988)].



lead to the use of IFRS by U.S. issuers in their filings with the Commission.** The
Commission in 2011 would determine whether to proceed with rulemaking to require that
U.S. issuers use IFRS beginning in 2014 if it is in the public interest and for the
protection of investors to do so. These milestones relate to:

e improvements in accounting standards;

e the accountability and funding of the IASC Foundation;

e the improvement in the ability to use interactive data for IFRS reporting;

e education and training relating to IFRS;

e limited early use of IFRS where this would enhance comparability for U.S.
investors;

e the anticipated timing of future rulemaking by the Commission; and

e the implementation of the mandatory use of IFRS by U.S. issuers.

After describing the milestones, this proposed Roadmap also discusses how IFRS
reporting by U.S. issuers may affect other participants in the capital markets.

As a step along this Roadmap, this release then describes proposed amendments
to permit a U.S. issuer that is among the largest companies worldwide within its industry,
and whose industry uses IFRS as the basis of financial reporting more than any other set
of standards, to elect to use IFRS beginning with filings for fiscal years ending on or after

December 15, 2009. These amendments include a process by which U.S. issuers would

%1 This release does not address the method the Commission would use to mandate IFRS for U.S. issuers.
One of the options would be for the Financial Accounting Standards Board (“FASB”) to continue to be the
designated standard setter for purposes of establishing the financial reporting standards in issuer filings
with the Commission. In this option our presumption would be that the FASB would incorporate all
provisions under IFRS, and all future changes to IFRS, directly into generally accepted accounting
principles as used in the United States (“U.S. GAAP”). This type of approach has been adopted by a
significant number of other jurisdictions when they adopted IFRS as the basis of financial reporting in their
capital markets.
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seek confirmation from Commission staff that they are eligible to use IFRS in their
Commission filings. This release also seeks comment on two alternative proposals under
which U.S. issuers that elect to use IFRS would disclose U.S. GAAP information.
1. THE ROLE OF IFRS IN THE U.S. CAPITAL MARKETS

A. The Promise of Global Accounting Standards

1. The Global Nature of Today’s Capital Markets

Today, investors, issuers and other capital markets participants are able to engage
in financial transactions across national boundaries and to make investment, capital
allocation and financing decisions on a global basis more readily than ever before. This
is due in large measure to today's ever-faster communications, and ever-more-closely
linked markets. Advances in technology that facilitate securities transactions have
reduced barriers that previously existed and that may have impeded cross-border
investment for both retail and institutional investors. For instance, investors can more
readily obtain information on a wide variety of international investment opportunities
than in the past, largely due to the availability of information over the Internet. Further, it
is now possible for U.S. investors to have access to real-time securities transaction data
from stock exchanges and other securities markets from around the world and to trade on
global exchanges through accounts they manage over the Internet. As trading and
investment become more global, investors face an increasing need for full, fair and
reliable disclosure that enables comparison of financial information across investment
alternatives that cross national boundaries.

A large and increasing number of U.S. investors hold securities of non-U.S.

issuers. Further, U.S. investors have the ability to make cross-border investments

11



readily.* Thus, we believe it is important for U.S. investors to have access to the tools to
compare effectively and efficiently their investment opportunities in a global capital
market. The Commission has long considered a reduction in the disparity between the
accounting and disclosure practices of the United States and those of other countries as an
important objective for both the protection of investors and the efficiency of capital
markets.** Further, while our recent Advisory Committee on Improvements to Financial
Reporting (“CIFiR”) purposefully limited its scope relating to international matters due to
ongoing efforts by the Commission and the FASB, it did similarly note the following in
its final report to the Commission:*
We broadly support the continued move to a single set of high-quality global
accounting standards, coupled with enhanced international coordination to foster
their consistent interpretation and to avoid jurisdictional variants. Further, we
encourage the development of a roadmap to identify issues and milestones to
transition to this end state in the U.S., with sufficient time to minimize
disruptions, resource constraints, and the complexity arising from such a
significant change.®
The Commission recognizes that the use of a single, widely accepted set of high-

quality accounting standards would benefit both the global capital markets and U.S.

investors by providing a common basis for investors, issuers and others to evaluate

%2 Over the period from 1990 to 2006, estimated investments in foreign equity securities held by U.S.
residents has grown from approximately $200 billion to $4,300 billion, based on estimates published by the
U.S. Bureau of Economic Analysis, U.S. Treasury statistics. See
http://bea.gov/international/xlIs/intinv07_t2.xlIs. Included in this category are investments in equities,
whether listed or unlisted, where the holding by the U.S. resident is less than 10%.

% See, for example, Release No. 33-6360 (November 20, 1981) [46 FR 58511 (December 2, 1981)]. For
a further discussion of the Commission’s previous actions promoting development of a single set of
high-quality globally accepted accounting standards, see Section I11.C. of Release No. 33-8831 (August
7,2007) [72 FR 45600 (August 14, 2007)] (“2007 Concept Release™).

% See Final Report of the Advisory Committee on Improvements to Financial Reporting to the United
States Securities and Exchange Commission (August 1, 2008) (“CIFiR Final Report™).

* CIFiR Final Report, at page 21 (footnotes references omitted).
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investment opportunities and prospects in different jurisdictions. U.S. investors would be
able to make better-informed investment decisions if they were to obtain high-quality
financial information from U.S. companies that is more comparable to the presently
available information from non-U.S. companies operating in the same industry or line of
business. Capital formation and investor understanding would be enhanced if the world’s
major capital markets all operated under a single set of high-quality accounting standards
that elicit comparable, high-quality financial information from public companies.

2. Potential for IFRS as the Global Accounting Standard

The increasing acceptance and use of IFRS in major capital markets throughout
the world over the past several years, and its anticipated use in other countries in the near
future, indicate that IFRS has the potential to become the set of accounting standards that
best provide a common platform on which companies can report and investors can
compare financial information. Approximately 113 countries around the world currently
require or permit IFRS reporting for domestic, listed companies.*

Foreign jurisdictions have chosen to require or allow IFRS for many different
reasons. For example, in the European Union (the “E.U.”), prior to its requirement
relating to IFRS applicable to companies incorporated and publicly traded in its Member

States,*” accounting standards in each of the E.U. Member States generally were

% Some countries have enacted IFRS as national standards and require compliance to be stated with those
national standards. In some cases, these national standards are identical to IFRS as issued by the IASB; in
other cases, these national standards have been more narrow, yet consistent with IFRS as issued by the
IASB; and, in yet other cases, these national standards may permit additional options that are inconsistent
with IFRS as issued by the IASB, although companies may opt to apply standards so that they comply with
IFRS as issued by the IASB. See http://www.iasplus.com/country/useias.htm.

3 See Regulation (EC) No. 1606/2002 of the European Parliament and of the Council of the European
Union of 19 July 2002 on the application of international accounting standards, Official Journal L. 243,
11/09/2002 P. 0001- 0004.
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established individually in each jurisdiction. Further, each Member State would typically
permit the use in its capital markets of accounting standards set in other jurisdictions, in
addition to its own domestic accounting standards.*® IFRS provided a common set of
accounting principles under which all domestic listings in the E.U. could report. In
Canada, accounting standard setters concluded that, given the increasing globalization of
capital markets and other recent developments, that it was timely for public Canadian
companies to adopt globally accepted, high-quality accounting standards by converging
Canadian GAAP with IFRS over a transitional period, after which a separate and distinct
Canadian GAAP would cease to exist as a basis of financial reporting for public
companies.®* In Australia, the decision to adopt IFRS was part of a strategy to ensure
consistency and comparability of Australian financial reporting with financial reporting
across global financial markets.” More countries have adopted IFRS, including Israel, **
and others have plans to allow it, including Brazil.“* The market capitalization of
exchange listed companies in the E.U., Australia and Israel totals $11 trillion (or

approximately 26% of global market capitalization), and the market capitalization from

% For example, U.S. GAAP was accepted by some E.U. Member States for domestic registrants and still
is accepted for foreign registrants.

% For additional information, see http://www.cica.ca/index.cfm/ci_id/44036/la_id/1.htm. The staff of the
Canadian Securitities Administrators (“CSA”) has proposed retaining the existing option for a domestic
Canadian issuer that is also an SEC issuer to use U.S. GAAP. See
http://www.cica.ca/3/9/1/6/6/index1.shtml. for the link to “CSA Announcement re: IFRS in Canada” (CSA
Staff Notice 52-321).

40

See
http://www.asic.gov.au/asic/asic.nsf/byheadline/Your+questions+about+implementing+the+IFRS?0pen
Document#l.

! See Israel Accounting Standard No. 29 “Adoption of International Financial Reporting Standards,”
which describes the adoption of IFRS in Israel for years starting on January 1, 2008.

%2 See http://www.cvm.gov.br/port/snc/inst457.pdf.
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those countries plus Brazil and Canada totals $13.4 trillion (or approximately 31% of
global market capitalization).®

The Commission is aware of the transitions made by other countries to IFRS. For
example, the vast majority of listed European companies, including banks and insurance
companies, moved to comply with the E.U. IFRS requirement in 2005 with the remainder
transitioning in 2007. Under these transition approaches, in essence all or almost all of the
listed companies transitioned to IFRS at the same time. Some foreign regulators have
published reports relating to the implementation of IFRS in their country. For example, the
U.K. Financial Reporting Review Panel and the Autorité des Marchés Financiers of France
(“AMF”) have both published reports making observations on IFRS as applied in their
jurisdictions.*

As with all countries that have evaluated the potential use of IFRS in their own
markets, the policy considerations in the United States must factor in the individual
circumstances of its investors and capital markets. The U.S. capital markets are among
the largest and most liquid in the world. U.S. GAAP is a well-established basis of
financial reporting and is applied by all U.S. public companies, many foreign companies,
and many U.S. private companies, as well as their auditors. Today, U.S. GAAP is

accepted in capital markets around the world, and the Commission requires its use by all

% All figures are from the World Federation of Stock Exchanges, Domestic Market Capitalization as of
September 30, 2008, in U.S. dollars.

* For the report of the U.K. Financial Reporting Review Panel, see “Preliminary Report: IFRS
Implementation” available at
http://www.frc.org.uk/images/uploaded/documents/IFRS%20Implementation%20-%20preliminary.pdf.
For the report of the AMF, see “Recommendations on accounting information reported in financial
statements for 2006,” dated December 19, 2006, available at http://www.amf-
france.org/documents/general/7565_1.pdf.

15



domestic issuers.”” The accounting principles established by the FASB have been
recognized by the Commission as “generally accepted” for purposes of the U.S. federal
securities laws.*

Regardless of whether the Commission decides to allow or require IFRS for U.S.
issuers in the future, the past and anticipated move towards the use of IFRS in other
jurisdictions may have begun to affect U.S. investors’ ability to evaluate investment
alternatives as their level of investment in non-U.S. companies has increased over time.*’
The growing level of foreign investment by U.S. residents in international investment
opportunities, including opportunities to invest in issuers that do not file reports with the
Commission, makes it likely that U.S. investors will increasingly need to use IFRS
financial statements.”® Also, it is likely that large U.S. issuers that compete for capital on
a global basis will increasingly need to use and understand IFRS financial statements in
order to remain competitive. For these reasons, the Commission finds it advisable to
continue to pursue consideration of the use of IFRS in the U.S. markets in order to better
equip U.S. investors to make comparisons of U.S. companies with certain non-U.S.
companies, while balancing this with the fact that U.S. investors should be able to

compare U.S. companies with other U.S. companies.

*® See Rule 4-01(a)(1) of Regulation S-X [17 CFR 210.4-01(a)(1)].

*® See Release No. 33-8221, Financial Reporting Release (“FR”) 70 (April 25, 2003) [68 FR 23333 (May
1, 2003)] (“FR 70™).

" As more companies move towards IFRS reporting, current and potential investors in U.S. issuers may
increasingly be comparing those U.S. issuers’ financial information to IFRS-based financial information
of competing investment opportunities. For example, approximately 120 foreign private issuers
currently report to the Commission using IFRS financial statements.

*8 For example, U.S. investors may purchase securities issued by a non-reporting foreign company
directly on a foreign exchange, or they may invest in American Depositary Receipts representing the
securities of a foreign private issuer that is exempt from Exchange Act reporting requirements pursuant
to Rule 12g3-2(b) [17 CFR 240.12g3-2(b)].
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Promoting a single set of globally accepted accounting standards will benefit
investors as more and more companies prepare their financial statements applying a
single set of high-quality accounting standards. With a single set of accounting
standards, investors can more easily compare information and will be in a better position
to make informed investment decisions. This benefit is dependent upon use of a single
set of high-quality standards globally and financial reporting that is, in fact, consistently
applied across companies, industries and countries. Any decision we may take to expand
the use of IFRS to U.S. issuers would necessitate our evaluation of whether global
developments support the assertion of IFRS as the single set of high-quality globally
accepted accounting standards that is applied consistently across companies, industries
and countries.

The Commission has identified certain considerations which may influence the
degree to which comparability may be achieved through widespread adoption of IFRS.
These considerations include the extent to which IFRS is adopted and applied globally,
and whether IFRS is adopted and applied in foreign jurisdictions as issued by the IASB
or as jurisdictional variants of IFRS.* We believe that the benefits of moving towards a
single set of globally accepted standards as a long-term objective for increased
comparability of financial statements are attainable through the use of IFRS only if IFRS
represents a single set of high-quality accounting standards, which is best accomplished
through the use of IFRS as issued by the IASB. As stated previously, each jurisdiction’s

considerations surrounding the use of IFRS in its markets are unique to the jurisdiction’s

* Different jurisdictions often have internal processes through which they adopt or incorporate IFRS
into their national accounting standards. Decisions made during those processes may result in
discrepancies from IFRS as issued by the IASB.
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circumstances. Therefore, the large number of countries allowing or requiring IFRS in
their markets does not alone determine the Commission’s decision. However, in
determining whether to proceed with requiring the use of IFRS by U.S. issuers, the
Commission will consider the extent to which IFRS as issued by the IASB is used
globally, is applied consistently, and supports the assertion of IFRS as the single set of
high-quality global accounting standards.*

B. Past Policy Considerations Regarding IFRS

Over time, the Commission has undertaken a series of initiatives to promote a
single set of high-quality globally accepted accounting standards as a means of advancing
the objective of reduced disparity in financial reporting between U.S. issuers and foreign
issuers. Convergence of U.S. GAAP and IFRS as issued by the IASB, which involves
the best efforts of the IASB and the FASB (referred to jointly as “the Boards”) to make
their financial reporting standards fully compatible on a standard-by-standard basis, has
been the predominant approach taken in the United States to achieve that objective over
the past six years.* As discussed further below, the Commission continues to support the
joint efforts of the IASB and the FASB as an important means of increasing the quality of

IFRS and U.S. GAAP and, at the same time, reducing disparity between the two.

% In 2007, as part of our efforts to foster a single set of globally accepted accounting standards, we adopted
amendments to allow foreign private issuers to file IFRS financial statements without reconciliation to U.S.
GAAP only if the financial statements were prepared in accordance with IFRS as issued by the IASB. See
“Acceptance from Foreign Private Issuers of Financial Statements Prepared in Accordance with
International Financial Reporting Standards without Reconciliation to U.S.,” Release No. 33-8879
(December 21, 2007) [73 FR 986 (January 4, 2008)] (the “2007 Adopting Release”). The Commission
proposed these rules in June 2007 [Release No. 33-8818 (July 3, 2007)] [72 FR 37962 (July 11, 2007)] (the
2007 Proposing Release™).

*! The Norwalk Agreement, issued in 2002, and a Memorandum of Understanding entered into by the
FASB and the IASB in 2006 express the Boards’ intentions to, on a best efforts basis, converge U.S.
GAAP and IFRS. See http://www.fasb.org/news/memorandum.pdf and
http://www.fasb.org/intl/mou_02-27-06.pdf for further details.
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More recently, the Commission’s consideration of the use of IFRS by U.S. issuers
has included the issuance of a Concept Release addressing whether U.S. issuers should be
permitted, but not required, to use IFRS in their filings with the Commission.*
Specifically, the Commission sought input on the nature and extent of the public’s
interest in giving U.S. issuers the option to file with the Commission financial statements
prepared in accordance with IFRS as issued by the IASB. The Commission received
over 80 comment letters from a wide range of issuers, investors, accounting firms and
other market participants.

The Commission also has held three public roundtables consisting of investors,
issuers, accounting firms, educators, standard setters and other capital market participants
to receive further input about the use of IFRS.> In December 2007, the Commission held
one roundtable on IFRS in U.S. markets and a second on practical issues surrounding the
use of IFRS in recent years and its potential expanded use in future years. The third
roundtable, in August 2008, related to the performance of U.S. GAAP and IFRS during
the sub-prime crisis.

While many commenters on the 2007 Concept Release and the participants at the
roundtables supported allowing U.S. issuers to use IFRS, certain commenters expressed
the belief that IFRS should be mandated for all U.S. issuers and not limited to a specific
group of U.S. issuers. Other commenters believed that U.S. issuers should continue to

use U.S. GAAP, while supporting ongoing convergence.

°2 See 2007 Concept Release.

5 These comments are available at http://www.sec.gov/comments/s7-20-07/s72007.shtml.

** Information on these Roundtables, including transcripts, is available on the Commission’s Web site at
http://www.sec.gov/spotlight/ifrsroadmap.htm.
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I1l.  APROPOSED ROADMAP TO IFRS REPORTING BY U.S. ISSUERS

A. Milestones to be Achieved Leading to the Use of IFRS by U.S. Issuers

The Commission is proposing this Roadmap to set forth milestones which, if
achieved, could lead to the eventual use of IFRS by all U.S. issuers. Through this
Roadmap, the Commission is seeking to realize the objective of providing investors with
financial information from U.S. issuers under a set of high-quality globally accepted
accounting standards, which would enable U.S. investors to better compare financial
information of U.S. issuers and competing international investment opportunities. This
Roadmap is further intended to encourage market participants to consider the effect of
IFRS in our capital markets and to prepare for the use of IFRS financial statements by
U.S. issuers in their filings with the Commission.

In addition to the milestones, the Commission also expects to consider, among
other things, whether IFRS as issued by the IASB is a globally accepted set of accounting
standards and whether it is consistently applied. The advantages to U.S. investors of
increased comparability across investment alternatives, as contemplated under this
Roadmap, are dependent upon financial reporting under IFRS that is, in fact, consistent
across companies, industries and countries.

The course of action described in this proposed Roadmap reflects the
deliberations of the Commission in light of current circumstances. We intend to publish
the final Roadmap, if adopted, in our Codification of Financial Reporting Policies.*® We
recognize, however, that as events occur, new circumstances may require us to update or

revise the Roadmap. With the knowledge of the anticipated timetable for Commission

5 See FR 1 (April 15, 1982), 7 Fed. Sec. L. Rep. (CCH) 172,401, at 62,021.
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rulemaking initiatives on this policy matter, investors, issuers and other market
participants may engage more concretely in discussions about IFRS for U.S. issuers, both
through comments provided to the Commission as well as in further dialogue among
parties potentially affected. The Commission believes that any future actions relating to
the use of IFRS by U.S. issuers would benefit from the increased awareness by all
affected parties of the related issues and preparedness that this Roadmap is intended to
foster. As we progress along this initiative, we anticipate receiving extensive input from
investors, issuers and other affected parties, which we will consider carefully.

This proposed Roadmap relates solely to U.S. issuers with respect to their
periodic reporting requirements under Sections 13 and 15(d) of the Exchange Act, proxy
and information statements under Section 14 of the Exchange Act and registration
statements under Section 12 of the Exchange Act and Section 7 of the Securities Act.
Our considerations at this time with respect to the possible use of IFRS do not include
issuers that are investment companies under the Investment Company Act of 1940.
Likewise, at this time, the Roadmap does not extend to other types of financial reports
that are filed or furnished to the Commission by regulated entities, such as registered
broker-dealers.

1. Improvements in Accounting Standards

In October 2002, the FASB and the IASB announced the issuance of a
memorandum of understanding, called the Norwalk Agreement. The two bodies
acknowledged their joint commitment to the development, “as soon as practicable,” of
high-quality, compatible accounting standards that could be used for both domestic and

cross-border financial reporting. At that time, the FASB and the IASB pledged to use
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their best efforts to make their existing financial reporting standards fully compatible as
soon as is practicable and to co-ordinate their future work programs to ensure that once
achieved, compatibility is maintained. In a 2006 Memorandum of Understanding, the
FASB and the IASB indicated that a common set of high-quality global standards
remains the long-term strategic priority of both the FASB and the IASB. As part of this
commitment, the IASB and the FASB set out a work plan covering several projects and
coordinated agendas so that major projects that one board takes up may also be taken up
by the other board. That plan covered specific long- and short-term projects for work
into 2008. In November 2007, the Trustees of the IASC Foundation reiterated their
support for continuing the work program described in these memoranda, noting that
future work is largely focused on areas in which the objective is to develop new world-
class international standards. The FASB and the IASB have updated the timetable for
their joint work under the 2006 Memorandum of Understanding.*® The next phase of the
joint work plan goes through 2011.

The current joint work plans of the two standard setters, as well as other work
undertaken by them, furthers the goal of comprehensive, high-quality standards. The
Commission will continue to monitor the activities of both the FASB and the IASB and
the progress of their efforts. In past Commission releases, we have noted areas where
IFRS provides limited guidance on a particular topic, such as accounting for insurance
contracts and for extractive activities.”” Further, the current work plan of the FASB and

the IASB includes accounting standards, including (without emphasizing priority)

% See the update to the 2006 Memorandum of Understanding at http://www.fasb.org/intl/MOU_09-11-
08.pdf.

5" See the discussion in Section 111.B.4, below.
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revenue recognition and financial statement presentation, that when completed should
improve financial reporting significantly. The Commission will consider the degree of
progress made by the FASB and the IASB in any future evaluation of the potential
expanded role of IFRS in the reporting by U.S. issuers. When the Commission considers
mandating use of IFRS by U.S. issuers in 2011, it would consider whether those
accounting standards are of high quality and sufficiently comprehensive.”® The
Commission urges the two Boards to continue working towards the completion of their
joint work plan estimated to be completed in 2011 and other projects that are expected to
improve financial reporting.

In addition, it is important that accounting standards be established under a robust,
independent process that includes careful consideration of possible alternative approaches
and due process, which allows for input from and consideration of views expressed by
affected parties, including investors. It is also important that accounting standards are
promptly considered to keep standards current and reflect emerging accounting issues
and changing business practices. Further, it is important that the accounting standards
produced are capable of improving the accuracy and effectiveness of financial reporting
and the protection of investors, and of resulting in a high quality of financial reporting
relative to the standards which may be replaced. Thus, in considering future action as set
out in this Roadmap, the Commission would also assess whether it believes that the IASB
continues to develop its standards, including converged standards, through a process that

reflects these elements.

%8 High quality accounting standards consist of a set of neutral principles that require consistent,
comparable, relevant and reliable information that is useful for investors. See “SEC Concept Release:
International Accounting Standards,” Release No. 33-7801 (February 16, 2000) [65 FR 8896 (February
23, 2000)].
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2. Accountability and Funding of the IASC Foundation

The IASB is based in London and is an accounting standard setting body
established to develop global standards for financial reporting.> It is overseen by the
IASC Foundation. The IASC Foundation is based in London and is a stand-alone, not-for
profit organization, incorporated in Delaware. It is responsible for the activities of the IASB
and other work that centers on IFRS, such as initiatives related to translation of IFRS from
the English language, education about IFRS and the development of interactive data
taxonomies for IFRS. The IASC Foundation is governed by 22 trustees (“IASC Foundation
Trustees”) whose backgrounds are geographically diverse.

The IASC Foundation has financed IASB operations largely through voluntary
contributions from a wide range of market participants from across the world’s capital
markets, including from a number of firms in the accounting profession, companies,
international organizations, central banks and governments. Funding commitments were
made for the period 2001-2005 and then were extended for an additional two years through
2007. In June 2006, the IASC Foundation Trustees agreed on four elements that should
govern the establishment of a funding approach designed to enable the IASC Foundation to
remain a private-sector organization with the necessary resources to conduct its work in a
timely fashion. The IASC Foundation Trustees determined that characteristics of the new

scheme for 2008 would be broad-based, compelling, open-ended and country-specific.®® The

> For more information on the structure and operation of the IASB, see www.iasb.org.

8 Further description of 