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MESSAGE FROM THE CHAIRMAN

The IVSC ‘Standards
Project was launched in
January 2000 following

unanimous endorsement of
the IVSC business plan -
Global  Valuation

Standards — Target 2002
— a the 1999 AGM hdd in
Beaijing. Work is wdl
underway to meet our key
objective — the publication of
a comprehensive set of high
quaity  dandards  and
guidance by the year 2002
that require the disclosure of
relevant, sgnificant, reiable,
transparent and comparable
information which will hdp

paticipants  in  cgpitd
markets and others to make
economic decisions.

An estimated US$675,000
is needed to complete the
Project. A cdl for funds was
issued and, within the firs
three months, a substantia
sum has been promised by
member  inditutes, globd
providers  of  vauaion
svices, and internationd
agencies.

The Appraisal Inditute was
an early contributor alowing
the IVSC Management
Board to agppoint technica
writers to begin drafting the
new standards.

TheRoyd Inditution of
Chartered Surveyors

of Maianne Tisser as the
firg full time IV SC Executive
Director. The IVSC is dso
graeful to the American
Society of Apprasers, the
Appraisa Indtitute  of
Canada, the Audrdian
Property Inditute, the Ingtitut
Francas de I'Expertise
Immobiliére, and the
Nationd Association  of
Romenian Vduers who have
dready confirmed
contributions to the Project.

The new Standards Project
will build on the current
Internationd Vduaion
Standards. We must not
underestimate the work by
ovea 50 countries in the
devdopment of  these
standards, nor the
dependence placed upon

them in internationd
commece and a a
benchmark for the

esablishment  of naiond
standards in many countries.

In 1985, a World Bank
representative, Maurice
Molds, cited in an
internationd conference what
he termed “the miracdle of

internationd vauation
standards.” He later
explaned tha he was
referring to:

(1) the notion that vauation
standards could
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sponsored the appointment
be edablished a Al
internationdly;

(2) the rgpidity with which
TIAVSC (now IVSC) had

agreed its firg st of
standards;
(3) the harmonisation that

was evidenced in the efforts
of diverse countries and
interests working together;
and

(4) the importance of those
sandards as a firm basis for
accounting and for
internationd trade.

Thefirst IVSC standards got
the show on the road, were
reponsve to immediae
needs, and provided a first
dep in the harmonisation of
vauation standards. The first
dandards were outstanding
and they accomplished ther
stated purpose for the time.
Likewise, the  current
dandards have served ther
purpose and it is crucid to
review [VSC dandardsin

the light of the new globd

financid landscape.

The firg publication arisng
from the IVSC Standards
Project will be launched a

the Vauation 2000
Conference, being hed in
July inLas Veges.

| am immensdy proud to
have become the IVSC
chairman for the next three
years. Thank you for your

support.

It has been a busy firg few
months. In October *99, |
gave the opening address a
the 50" aniversary congress
of the Union of Pan
American Vauers (UPAV)
hed in Tijuana, Mexico.
There is drong support
growing for the adoption of
IVSC gtandards in Central
and South America

In February, | am atending
the North

American Conference of
Appraisa  Organisations to
discuss moves to bring IVS
and US Principles of

Marianne Tissier

Executive Director

12 Great George Street

London SW1P 3AD

Tel/Fax: +44 1442 879306

e-mail: Mtisser@ivsc.org

Appraisal Practice closer
together.

Philippe Mdagquin (France)
chared the IVSC from
1996-99. It was his
determination that led to the
launch of the Standards
Project. His wonderful sense
of humour helped usthrough
maty a long or difficult
mesting. Thank  you,
Philippe, on behdf of 4l
IVSC members, for your
contribution to internationd
vauation standard setting.

| was greatly saddened to
learn of the death in
February of Norman Bowie,
aged 85. It was Norman,
together with  Sir  Idris
Pearce, who in the lae
1970s, took the initiative to
create the IVSC. Our
sympathies go to Norman's
widow, Kathleen.

GREG McNAMARA
IVSC Chairman

FORTHCOMING MEETINGSAND SEMINARS

30 Mar/1 Apr 2000

2- 7 April 2000

I'VSC Management Board, Auckland

Twentieth Pan Pacific Congress, Auckland, New Zedland. For more

information see New Zedand Ingtitute of VVauers homepage
http://imww.nziv.org.nz or fax +64 4 382921410




13 July 2000 Vauation 2000, Las Vegas An internationa conference sponsored
by the American Society of Appraisers, the American Society of
Farm Managers and Rurd Appraisers and the Appraisa Indtitute.
See http://mww.apprai sers.org.val 2000

3/4 October 2000 IV SC Management Board and 2000 AGM, London




IVSC NEWS

THE IVSC STANDARDS
PROJECT

The IVSC Management Board has
gppointed a team of technicad writers to
draft the new IVSC Standards and
Guidance. Mike Milgrim (US) is the lead
editor. He is assisted by John Rich (UK),
and Ray Westwood (Austrdia).

The writers ae drafting under the
direction of an Editorid Board, receiving
advice and comment from the IVSC
Standards  Sub-Committee  (which  has
wide geographic representation). The
IVSC Management Board approves the
rdlease of draftsfor forma Exposure.

Thefirst documentsto be produced under
the IVSC Standards Project are to be
launched a the Vaduaion 2000

conference to be held in Las Vegas in
Jduly.

Find Exposure Drafts will be agreed a
the March Management Board meeting.
To meet the July publication deedline, the
exposure period for these drafts will,
exceptiondly, be reduced to three
months. Member indtitutes are advised to
timetable meetings of nationd committees
to dlow full congderaion of these
important drafts.

The proposed content of the 2000 edition
is beow. Thisis however gill dependant
on Board gpprova and some drafts may
appear later inthe year.

PROPOSED CONTENT OF 2000 EDITION OF INTERNATIONAL VALUATION STANDARDS

AND GUIDANCE

Introduction, Concepts and Principles
Code of Conduct and Disclosure

Sandard 1 — Market Vaue Vauaions
Sandard 2 — Non-Market Vaue Valuations

N3NNI N NIINS

GuidanceNotes:

- Real Property Vauation
- LeaseInterests
- Going Concern Vauation

Property Types— Real Property, Persona Property, Businesses, Financia Interests

Rdationship Standard —Financia Statements and Related Accounts Va uations
Relationship Standard —L oan Security, Mortgages and Debentures Vauations

- Condderation of Hazardous and Waste Substancesin Vduation

-BusinessVauation
- Vduation of Plant, Machinery, and Equipment
- Intangible Assets
?7?  Commentaries:
- Market Vauefor Exising Use
- Investment Property
??  Glossay of Terms




NEW IVSC OFFICERS

The 1999 Annua Generad Meeting of the
IVSC hed in October eected the
following as1VSC officers:

IVSC Charman - Greg McNamara

(Audrdia)

IVSC Vice Chairman — John Edge (UK)
IVSC Treasurer — Harold Moore
(Canada)

[VSC APPOINTS
EXECUTIVE DIRECTOR

Marianne Tisser wa gppointed as the fird
ful-time 1IVSC Executive Director on 4
January 2000. Marianne has many years
experience of internationd working. In
1989 she edablished a European
Department for the UK Royd Ingtitution
of Chartered Surveyors, then moved to
head the RICS Internationa Departmen.
In 1997, she joined a firm of internationd
congruction consultants and was director
respongble for initiating a magor change
management programme. As Executive
Director, IVSC, one of her most
important tasks will be managing the
IV SC Standards Project.

There ae two new secretariat
gppointments consequent to the eection
of a new IVSC chairman. Carol Callins,
Audrdian Propety Inditute, will act as
IV SC Executive Secretary, assisting Greg
McNamarain hisrole as chairman. Carol
will dso have respongbility for dl meeting
arangements. The IVSC Financid
adminidrator is Else Sater, dso from the
Austraian Property Inditute.

NEW IVSC MEMBERS

At the 1999 AGM, the following
countries became members of the IVSC
Management Board:

China, represented by the China
Appraisal Society, and the Netherlands,
represented by the Nederlandse van
Makelaars, became Full Boad
Members.

Romania, represented by the Romanian
Nationd Association of Vdues, and
Thailand, represented by the Tha
Vduers Asociaion, became Elected
Board Members.

The AGM dso welcomed Tanzania,
represented by the Tanzania Indtitution of
Vauers and Estate Agents (TIVEA), as
an IVSC member. TIVEA was officidly
launched on 4 April 1997. Its members
were originaly members of the Indtitution
of Surveyors of Tanzania TIVEA
membership has grown from the origind
109 to 215 in June 1999. TIVEA works
cdosdy with the Nationd Council of
Professond Surveyors in Tanzania, the
registration board for vauers, and has
links with other vauer associations in the
East Africanregion.

As the influence of internationa standards
continues, s interes in IVSC
membership shows no signs of abating.
The IVSC has been supporting the
development of the Georgian Federation
of Professona Assets Vauators. In Feb.
1999, the Georgian parliament adopted
‘the law on Accounting and Accounting
Activity Regulaion’ which resulted in



Georgia adopting I nternational
Accounting Standards as its nationd
accounting sandards. The Federation
now sees an urgent need for the adoption
of Internationd Vauation Standards
promulgated by the IVSC and has
submitted a formal application to become
an 1V SC member.

CHINA

The 1999 IVSC Annual Generd Meeting
was welcomed, in aletter, by

H.E. Mr Xiang Huaicheng, Minister of
Finance, PRC

“On behalf of the Ministry of Finance
of the People’'s Republic of China, |
would like to extend my warm
congratulations to the convocation of
99 Annual Meeting of International
Valuation Standards Committee in
Beijing.

For a long time in the past, the
International Valuation Sandards
Committee has provided strong
support to the work of China’'s asset
appraisal. | would like to avail myself
of this opportunity to express my
heartfelt thanks to the International
Valuation Sandards Committee. With
steady and continuous development,
China’s asset appraisal work has
become an indispensable and
important  intermediary force in
China’'s socialist market economy. We
will actively learn from and make use
of the experiences of international
appraisal  so as to establish
administration framework and
operation  mechanism of  asset
valuation, which suits China’s country

specific. Efforts will be made to
improve rules and regulation,
standardize appraisal sector, and
improve quality of practitioners so as
to make contributions to China's
reform and opening up as wel as
socialist construction undertaking. We
hope to have continued support of
International  Valuation Sandards
Committee for the development of
China’s asset appraisal work.”

A conference * Strengthening the Banking
Sysem in China, sponsored by the
Bank for Internationa Settlements and the
People’s Bank of China, also took place
in Bdjing in October 99. Michad
Pomerleano, Senior Capitd Markets
Specidigt, The World Bank, spoke at
some length on commercid red edate
markets and the importance of red estate
appraisers.  “Comprehensive  laws,
regulation, and supervisory standards
need to be complemented by private
sector support in the form of sound
legal, banking, accounting and
appraisal professions,” he sad. Mr
Pomerleano talked of the supporting
‘eyes  of accountants, lawyers and
appraisers in grengthening the banking
sector's  professond  cgpacity  and
integrity.  As Chinds commercid
congtruction boom is fuelled in great part
by increased bank lending, he advised the
regulatory authorities to develop more
fully the nation’s gppraisa professon. Mr
Pomerleano concluded, “China’s real
estate markets would benefit from the
enhanced capacity of the appraisal
profession”
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NEWSFROM IVSC MEMBER INSTITUTES

AND REGIONAL ASSOCIATIONS

lVSC MEMBER
INSTITUTESMERGE

The UK was represented on the IVSC by
two member inditutes — the Incorporated
Society of Vduers and Auctioneers
(ISVA), and The Royd Inditution of
Chartered Surveyors (RICS). However,
folowing dgnificant votes in favour by
members of both ingtitutes, ISVA merged
with the RICS at the beginning of 2000.

UK GOVERNMENT
SUPPORT FOR IVSC

Copies of the IVSC Busness Plan —
Global Valuation Standards — Target
2002 — were sent to members of the
Interim Committee of the Board of
Governors of the IMF who, in 1998,
cdled for the devdopment of asset
vauation sandards to strengthen both
domegic and intenationd  financid
dability. The chairman of the Committee,
now renamed the International Monetary
and Financid Committee of the Board of
Governors is Gordon Brown, Chancdlor
of the Exchequer of the UK. Responding
on his behdf, Mdanie Johnson, UK
Member of Paliament and Economic
Secretary to the Treasury, said:

“ .. the UK is firmly committed to the
development and implementation of a
range of codes and standards designed

to enhance the stability of the
international financial system.

We recognise the importance of asset
valuations to decision making and
reporting, and the need to ensure that
valuations are based on appropriate
standards  which are  applied
internationally to achieve
comparability and transparency.
Accordingly, I welcome  the
Committee’'s development of a
framework to ensure that
comprehensive and robust valuation
standards are in place by the year
2002, and wish you wel in your
endeavours.”

TEGoVA

The European Group of Vaduers
(TEGoVA) launched a new European
quaity mark “ Approved by TEGoVA” a
end of January. The am of the pan-
European certification system is to set a
new standard in professond knowledge
and competence in vduation. The
“Approved by TEGoVA” qudity mark
can be awarded by TEGoVA to nationa
certification bodies across Europe which
fulfill its criteria for the education, training
and development of vauers.



MARKET VALUE INITIATIVE-WHITE

PAPER ISSUED BY THE APPRAISAL

INSTITUTE

Extracts from a discussion paper issued by the Appraisal Institute are reproduced
below. The full text is available on the Al web site www.appraisdingditute.org.

I ntroduction

Appraisers, their professond organizations,
regulators, client groups and others have
expressed  increasing concern  regarding
changes in the demand for gppraisers
sarvices, gppraisers abilities to adapt and
respond to those chenges under the Uniform
Standards of Professona Appraisal Practice
(USPAP) and the enforcement of USPAP.
The Apprasad Inditute shares these
concerns. The Appraisal Standards Council
has determined that only through substantive
changes to USPAP can the profession
address these complex issues while
protecting the public.

We recognize that the world has changed
dredticdly dnce the enactment of the
Financid Inditutions Reform, Recovery, and
Enforcement Act (FIRREA) and the
adoption of USPAP because of the
breathtaking advances in  technology,
globdization, and securitization. As these
forces have taken hold, clients have
requested an ever-increesng range of
savices for which red edate gppraisers
have excdlent traning, knowledge, and
skills. Such services may differ gregtly from
the classc Maket Vaue edimates tha
FIRREA addresses and which form the
foundation of the professon. The increasing
demand for varied services and the desire to
address dl of them in a sngle st of

gopraisals and which are not; which
activities are covered under USPAP and
which are not; and how gppraisers can
develop products that meet the changing
needs of our clients.

The problems are complex, interrelated
and require a comprehensve solution.
These problems cannot be resolved
through haf measures such as the issuance
of even more guidance in the form of
Statements, Advsory Opinions, and/or
educationd meaterid. Such documents will
take time to produce and the market will
have moved on before they are issued.
Such documents will only add to the large
volume of confusing guidance that dreedy
exists, USPAP is aready 172 pageslong.
If USPAP does not enable appraisers to
eadly address rapidly changing demands
for market services, the future of the entire
appraisa professonis e risk. A smplified
flexible USPAP will endble gppraisers to
immediatdy adjus to changing market
demands.

Given these trends, the Appraisd Indtitute's
Board of Directors has adopted the
position that:

1. USPAP mugt enhance and strengthen
Market Vaue to diminate confuson in the
marketplace and clearly address the gods
of FIRREA,



detailed standards has led to

numerous  problems, incdluding  which
products can be considered Market Vaue
to meet market needs while subjecting such
vaues to clear and enforceable Standards;
and

3. USPAP should provide generd and
enforcegble principles of ethics and
competence that govern gppraisers in
providing consulting services, but dso
provide gppraisers with the flexibility to meet
unique client requirements and to compete
with other professond who see to provide
like services.

With these proposed changes, we envison a
revitdized USPAP that will dearly address
the initial concerns thet led to its cregtion but
also aUSPAP that is easly adaptable to the
rapidly changing needs of the marketplace.
The changes we propose will ensure that the
vauation work of gppraisers is performed in
accordance with clear and enforcesble ethics
and standards, and that the non-vauation
work of appraisersis performed in an ethica
and competent manne.

Changing Demand for Services

When FIRREA and USPAP were initidly
adopted, the red edae market was
conddered notorioudy inefficient, Since that
time, change has become a congant as
numerous  intertwining  forces  have
sgnificantly impacted the efficiency of the
red estate market and the services that
gppraisa professonds are most qudified to
provide. These forces include Technology,
Securitization, and Globdization. The rate of
changes that these forces have created isand
will continue to be dramatic. Rather than
attempt to develop detailed rules to dictate
every dep of every possble service,
appraisers and regulators need to develop
rues tha will ensure competency and

2. USPAP dhould dealy diginguish
other types of vaue from Market Vaue,
providing appraisers with theflexibility
demands.

The following is a summary of some of the
forces impacting the gppraisal professon.

A Technology

When FIRREA and USPAP were
adopted (merdly ten years ago), the
Internet and email were bardy known and
used and gppraisers had to trave to
government buildings and other physica
locations to perform research. New
technologies have dlowed adramétic
increase in the efficiency of the red estate
market, in part because it has dlowed red
edtate data to be easily accessible,
eectronicaly available, and extensvely
analyzed. New technologies have dso led
to adramatic change in how appraisa
professonds perform their services.
Appraisers are now able to gather and
analyze datain waysthat could not even
have been envisoned back when FIRREA
and USPAP wereinitidly adopted. With
their education, training and experience,
appraisers have the ability to develop
vaudtion and non-va uation based services
that new technologies dlow that do not fall
within the traditiona view of appraiser
sarvices. However, the force of
technology has not changed the basic
procedures for developing an appraiser’s
opinion of Market Vaue. The past 65
years of practice and evolution have
proven the vaidity of the appraisa practice
asit rlatesto Market Vdue.

B Securitization

Asthe red estate market has become more
efficient, investment risks have become
more quantifisble, world-wide markets
have opened, and the securitization

10



integrity when gppraisers  provide the
services, while providing appraisers with the
flexibility to meet changing market Market
Vdue opinions increases, as does the need
for opinions other than Market Vaue, and
related services tha do not require a
vauation. Commercid red edtate invetors
and rating agencies are increasingly seeking
information that provides detalled market
andyss and ingght to future revenue
projections. Services being sought include:
underwriting, environmental  assessment,
engineering, dte  ingpections,  servicer
reviews, tax appeds, due diligence, portfolio
andyss, litigation, highes and best use
studies, speciaity properties and market and
feashility sudies. Many gpprasers and
potential clients have the perception that
USPAP ether does not alow or impedes an
appraiser’s ability to compete for these
assgnments.

C. Globalization

When FIRREA and USPAP were alopted,
the focus was on resolving a pecific nationa
problem: the savings and loan criss. Since
that time nationa economies have become
increesingly intertwined through advances in
technology, the free flow of capitd across
national borders, and the increasing
avalability of informaion. In addition,
internationd investors ae  seeking
consgency in  andytic  approaches,
gandards, and investment ratings, which can
overcome cultural differences and free the
flow of internationd capitdl.

The internaional community of gppraisers
has recognized the need for common
dandards the need for flexibility to meet
vaying market requirements, and the
specia nature of Market Vdue. The IVSC
has promulgated Apprasd Standards
reflecting the collective experiences and
judgements of valuers from over 40 nations.

of red edate has increased dramaticdly.
As the securitizetion of red edate
evolves, the need for reigble
specificdly to the “Market Vaue Basis of
Vauaion” and then addressing “Vauation
Bases Other Than Maket Vaue' in its
Standard 2.

USPAP needsto help integrate appraisers
into the world economy by moving towards

congstency with internationa standards.

Recommended Solutions

We propose the following solutions to the
trends described in this White Paper.

1. Focus Standards 1 and 2 on the
development and reporting of
Market Value opinions of real
property interests.

These recommended changes will: @)

srengthen, clarify and consolidate the use

of Maket Vaue, the benchmark of red
edate vauation world-wide, and diminate
confuson in the makeplace over
differences in types of vaue; b) ensure that

USPAP contains Standards that focus on

the origind concerns FIRREA sought to

address, namely ethicd and competent
appraisals on the market vadue of red
edate saving  as  collaerd  for
federadly insured transactions, C) increase
enforcegbility of Standards reaing to
gopraisas governed by FIRREA through
such darity; and d) bring congsency to
world-wide standards and understanding,
thereby helping to open globd markets to
appraisers.

2. Develop Sandards relating to the
development and reporting of
values other than Market Value.

These recommended changes will: @)

ensure that types of vaue will be dealy

11



IVSC Standards recognize the specid
nature of Market Value by devoting its
Standard 1 and expertise to provide the
diversfied vauation services tha dlients
require for a myriad of business decisions,
C) provide a clear st of enforcegble rules
governing vaues other than Market Vaue,
ensuring that such vaues are provided in a
competent and ethical manner; d) provide
red edtae gppraisers with the flexibility to
quickly respond to changing market
demands, and €) enable rea edae
gppraisers to better compete with less
qudified individuds in providing services
requiring vauation related skills (i.e. price
opinions).

3. Eliminate the existing standards
governing consulting assignments
from the USPAP document. Make
provisions so that everyone
required to comply with USPAP
evenif providing services other

distinguished from Market Vadue; b) enable
red edtate gppraisers to fully utilize ther
traning, knowledge, skills,
than valuation will be subject to
Ethics, Rules of Conduct,
management confidentiality,
record keeping and competency.
These recommended changes will: @)
ensure that red edtate appraisers
perform conaulting assgnments in an
ethical and competent manner; b) enable
regulators to oversee consulting activities
of appraisers, c) provide red estate
apprasars with the flexibility to quickly
respond to changing market demands,
d) enable red edtate appraisers to fully
utilize their training, knowledge, ills,
and expertise to provide the diverdfied
svices that clients require; and €)
enadble read edtate appraisers to better
compete with less qudified individuds in
providing services requiring vauation
related sKkills.

USSECURITIESAND EXCHANGE

COMMISSION ISSUESCONCEPT RELEASE

ON INTERNATIONAL ACCOUNTING

STANDARDS

In February, the US Securities and
Exchange Commission (SEC) issued for
public comment a concept release on the
use of internationa accounting standards.
Therelease:

?? Seeks feedback from domestic and
foreign paties regading  both
acceptance of |ASC dtandards and
the broader issue of shaping a globa

financda dructure for increesngly
globaised capitd markets;

Solicits comment regarding the quality
of IASC dandards and raises
questions regarding what supporting
infrastructure is necessry in - an
environment where issuers  and
auditors often ae multinationd
organisations,  providing  financid
information in many countries;

12



?? Seeks to identify wha important
concerns would be raised by
acceptance of IASC standards, and
then asks for comment on whether the
SEC should modify its current
requirement for dl financid statements
to be reconciled to US GAAP; and

?? Emphasises the SEC's desire to gain
knowledge of firg hand experience
that issuers have had with applying
IASC dandards when preparing
financid Satements, public
accountants have had with auditing
the agpplication of IASC standards
and investors have had with using
financid datements prepared using
IASC standards.

International  Accounting  Standards
Committee charman, Stig Enevoldsen,
welcomed the decison by the SEC. “I
am delighted that the SEC has issued
this concept release inviting comments
on a topic of such vital importance. |
invite all parties around the world with
an interest in financial reporting to
respond to the concept release” .

The US SEC is a member of the
Internationa  Organization of Securities
Commission (I0SCO). In 1995, IASC
agreed with |OSCO that IASC would
develop a sat of “core standards’, as
identified in a ligt established by 10SCO
in 1993. I0SCO agreed that it would
consider endorsing Internationd
Accounting Standards for cross border
capita raisng and liging purposes in dl
global markets, if the completed core
standards satisfy 10SCO. 10SCO has
now begun its assessment of whether the
core standards will enable 1OSCO to
endorse the set of core standards as a
whole. The view of the US SEC is
obvioudy crucid to this decison.

Thefollowing is an abbreviated verson of
the Concept Release:

“With the activities of investors, lenders
and companies becoming increasingly
globd, the Commission is increesng its
involvement in a number of forums to
develop a globdly accepted, high qudity
financid reporting framework.  Our
efforts;, a both a domestic and
internationd leve, consgtently have been
based on the view that the only way to
achieve far, liquid and efficent capitd
markets world-wide is by providing
invetors with information that is
comparable, transparent and reliable.
That is why we have pursued a dud
objective of upholding the qudity of
financid reporting domedticaly, while
encouraging convergence towards a high
qudity globd  financid  reporting
framework internationdly. In this rlease,
we are seeking comment on the necessary
elements of such aframework, as well as
on ways to achieve this objective. One
aspect of thisis seeking input to determine
under what conditions we should accept
financid datements of foreign private
isuers that are prepared usng the
standards promulgated by IASC.

Over the last two decades, the globa
financid landscgpe has undergone a
sgnificant transformetion. These
developments have been attributable, in
part, to dramatic changes in the business
and political dimates, increesng globd
competition, the development of more
market-based economies, and rapid
technologica improvements. At the same
time, the world's financid centers have
grown increasingly interconnected.

13



Corporations and borrowers look beyond
their home country’s borders for capitd.
An inceesng number  of foreign
companies routindy raise or borrow
capitd in U.S. financid markets, and U.S.
investors have shown greet interest in
invesing in foregn enterprises This
globdisation of the securities markets has
chalenged securities regulators around the
world to adapt to meet the needs of
market participants while maintaining the
current high levels of investor protection
and market integrity.

Our efforts to develop a globa financia
reporting framework have been guided by
the cornerstone principle underlying our
sysem of regulaion — pursuing our
mandate of investor protection by
promoting informed investment decisons
through full and far disclosure. Financid
markets and investors, regardiess of
geographic location, depend on high
quaity information in order to function
effectively. Markets alocate capitd best
and mantan the confidence of the
providers of capitd when the participants
can make judgements about the merits of
investments and comparable investments
and have confidence in the rdiability of
the information provided.

Currently, issuers wishing to access
capitd markets in different jurisdictions
must comply with the reguirements of
eech jurigdiction, which differ in many
respects. We recognise that different
liging and reporting requirements may
increase the cods of accessing multiple
capita markets and cregte inefficienciesin
cross-horder capital flows. Therefore, we
ae working with other securities
regulators around the world to reduce
these differences. To encourage the
development of accounting standards to

be considered for use in cross border
filings, we have been working primarily
through 10SCO, and focusng on the
work of IASC.

High qudity accounting Sandards are
criticd to the development of a high
qudity globd financid reporting structure.,
Different accounting traditions have
developed around the world in response
to varying needs of users for whom the
financid information is prepared. In some
countries, for example, accounting
standards have been shaped primarily by
the needs of private creditors, while in
other countries the needs of tax authorities
or centrd planners have been the
predominant influence. In the United
States, accounting standards have been
developed to meet the needs of
participantsin the capital markets.

High qudity accounting standards consst
of a comprehensve st of neutrd
principles that require  consstent,
comparable, rdevant and rdiable
information that is ussful for investors,
lenders and creditors, and others who
maeke capitd alocation decisons. High
quality accounting standards are essentia
to the efident functioning of a market
economy because decisons about the
dlocation of capitd rey heavily on
credible and understandable financid
information.

When issuers prepare financia statements
usng more than one st of accounting
dandards, they may find it difficult to
explain to investors the accuracy of both
sts of financid satements if significantly
different operating results financid
positions or cash flow classfications are
reported under different standards for the
same period. Questions about the
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credibility of an entity’s financid reporting
are likely where differences highlight how
one approach masks poor financiad
performance, lack of profitability, or
deteriorating asset quality.

The efficiency of crossborder listings
would be increesed for issuers if
preparation of multiple sets of financid
information was not required. However,
the effidency of cgpitd dlocation by
investors would be reduced without
consstent, comparable, relevant and
religble information regarding the financid
condition and operating performance of
potential investments. Therefore,
condgtent with out investor protection
mandate, we are trying to increase the
efficiency of cross border capita flows by
seeking to have high qudity, rdiable
information provided to capitd market
participants.

However, ensuring tha high qudity
financid information is provided to capitd
markets does not depend solely on the
body of accounting standards used. An
effective financid reporting sructure
begins with a reporting company’'s
management, which is respongble for
implementing and property  goplying
generaly accepted accounting standards.
Auditors then have the responsbility to
test and opine on whether the financid
daements ae farly presented in
accordance with those accounting
sandards. If these responsibilities are not
met, accounting standards, regardless of
their quaity, may not be properly applied,
resllting in a lack of trangparent
comparable, congstent financid
information.

Accordingly, while the accounting
dandards used must be high qudity they

dso must be supported by an
infragtructure  that ensures that the
standards are rigoroudy interpreted and
gpplied, and that issues and problematic
practices are identified and resolved in a
timey fashion.

Audit firms should have a respongbility to
adhere to the highest qudity auditing
practices — on a world-wide basis — to
ensure that they are performing effective
audits of globd companies participating in
the international capitad markets. To that
end, we believe dl member or affiliated
firms performing audit work on a globa
audit client should follow the same body
of high qudity auditing practices eve if
adherence to these higher practices is not
required by loca laws.

Accounting and auditing standards, while
necessary, cannot by themselves ensure
high qudity financid reporting. Audit firms
with effective qudity controls are a critical
piece of the finahcid reporting
infragtructure.  Higtoricadly, audit firms
have developed internd qudity control
systems based on their domestic
operations. However, as clients of audit
firms have shifted their focus to globd
operations, audit firms have followed suit
and now operate on a world-wide basis.
Therefore qudity controls within audit
firms tha rely on separate nationd
systems may not be effective in a globd
operating environment. We are concerned
that audit firms may not have developed
and maintained adequate internd quality
control sysems at aglobd leve.

The Concept Release raises concerns
that comparability between 1ASC-based
and US. GAAP-based financid
datements may be hindered if one
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dandard explicitly permits a choice
among dternative approaches for a
particular topic and the other (1) requires
a sngle gpproach that is somewhat like
one of the aternatives, or (2) aso permits
a smilar choice of approaches. Such
dterndives may relate to recognition,
measurement, display, or disclosure
requirements. Free choice dternatives not
only cregte problems comparing financia
statements based on different standards,
but dso in comparing financid satements
based on the same set of standards.

In some cases, the IASC sandard
permits a choice and U.S. GAAP does
not. For example, under IAS 16,
Property, Plant and Equipment, an
enterprise can choose to messure its
property, plant and equipment following
ather the benchmark trestment, thet is, to
cary those assets a cost (less
accumulated depreciation and
accumulated impairment losses), or the
dlowed dternative trestment, that is, to
periodicdly revadue its property, plant,
and eguipment to far vaue (les
subsequent accumulated depreciation and
subsequent  accumulated  impairment
losses). Revauation increases under the
alowed dternative trestment are credited
directly to equity as revauation surpluses
unless they reverse a revaluation decrease
that was previoudy recognised as an
expense, in which case they are credited
to income. Revaluation decreases are first
charged agangt any surpluses for the
same asset, then they are recognised as
expenses. Upon disposa of a revalued
ast, the amount recognised in the
income statement under IAS 16 as gain or
loss on disposd differs from that which
would be recognised for a Smilar asset
that was accounting for at historicd cogt.
IAS 16 dso permits a choice for

presentation of revaued assets. gross
assets and accumulated depreciation can
be proportionately restated to equa the
revalued amount or the gross assets and
accumulated depreciation accounts can
be diminated and the net revalued amount
presented.

U.S. GAAP requires accounting similar to
IAS 16’ s benchmark treatment and does
not permit revauation accounting for fixed
asets. The financid datements of an
enterprise choosing to revalue its assats
under the IASC standards would not be
readily comparable to those of an
enterprise following U.S. GAAP, nor
would they be comparable to the financia
datements of an enterprise following
IASC standards that chose not to revaue
its assets. The impact of revauation on
the finendd datements may not be
obvious or easy to trace, depending on
how often the assets are revalued, how
they ae grouped for revauation, and
what choices ae made for ther
presentation in the balance sheet. Nor can
financid statements prepared under U.S.
GAAP be eadsly adjusted to compare
with revalued amounts for property, plant,
or equipment in IASC-based financid
datements. For financid statement users
making comparison, there may be
uncertainty related to the determination of
revdued amounts, the validity of certain
aset ratios, and the ability to evauate
performance.”

The full text of the US SEC Concept
Rdease is available on the SEC web dte
— WWW. Sec.gov
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EUROPEAN UNIONMOVESTO ADOPT

FAIRVALUE ACCOUNTING

The European Commission has proposed
to modernise European Union (EU)
accounting rules by introducing the "far
vaue' accounting method. The proposed
amendment to the EU's Accounting
Directives ams to teke account of
devdlopments in makets (such as
widespread use of so caled cerivatives),
busness and internationa accounting
dandards. Under the  proposed
amendment, which must be approved by
the Council of Minigters and the European
Parliament, Member States would have to
permit or, if they preferred, require far
vdue accounting for certan financid
assets and ligbilities,

Interna Market Commissoner  Frits
Bolkestein, sad: "Adoption of this
proposal would help European companies
to prepare financiad datements that are
accepted and understood around the
world.  Aligning the provisons of the
Accounting Directives with  exising
international  standards on far vaue
accounting will help European companies
compete in internationa capital markets
on equa terms with their nonEuropean
competitors.”

The Fourth Company Law Directive
(78/660/EEC) harmonises the content of
annua accounts required by Member
States of limited liability companies. The
Seventh Company Law Directive (83/
349/EEC) co-ordinates the content of
consolidated accounts of groups of
companies. These Accounting Directives

aso provide a frame of reference for the
accounts of financid inditutions that
prepare ther accounts under the
provisons of the bank accounts Directive
(86/635/EEC) and the Insurance
Accounts Directive (91/674/EEC).

Financid markets have changed since
these Accounting Directives were
adopted. In addition to traditiona
financid ingruments such as shares and
bonds, companies are using complex
derivaive insgruments such as futures,
options, and swaps. These derivatives,
used often for risk management, may in
themsdves bring Sgnificant associated
risks for the companies that use them and
may tranform a company's financid
position or itsrisk profile.

In regpone to the increasingly
widespread use of these complex financid
ingruments, the mogt influential accounting
dandards setters, including the ASC,
have been working had to adgpt
accounting standards in order to ensure
tha the financd impacts of thee
indruments are reflected in company
financid datements gppropriatedy and
with full transparency. The proposed
solutions have a common theme of
moving away from the higtoricd cost
vauation modd on which the Accounting
Directives are based, towards a method
of vduing bdance dheet items not
currently permitted by the Directives, i.e.
that of “vauetion a far vaue’ or “far
vaue accounting”. The IASC has now
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introduced far vaue accounting in a new
gandard on financid instruments, which
requires certan financid assets and
ligbilities to be vdued in the bdance
sheets of companies at far vaue. Thiswill
have a particularly significant impact in the
caxe of deivdive financd instruments,
which often have no higtoric cost, but can
have very materid far vaues

Since the publication of the Commisson’'s
New  Accounting  Strategy, the
Commission's declared policy has been
to keep the FEuropean Accounting
Directives in line with IAS. Thisisin the
interess of those typicdly large EU
companies that wish to report using IAS.
Maintaining consstency of the Accounting
Directives with |IAS enable those
companies to meet the capitd market
requirements and the requirements of the
Accounting Directives usng only one st
of financd datements, which avoids
inefficiencies and the potentid for market
confuson. Any further consolidation and
integration of EU capitd markets will only
increase the pressure for EU companies
participating in those markets to report
under internationaly recognised
accounting standards.

The support for this policy a Member
State level & evidenced by the fact, that
snce 1998, saven Member States have
dready amended nationd legidation to
permit publicly traded companies to
prepare their consolidated accounting in
line with 1AS ingead of nationd
legidation, as long as these accounts are
in conformity with the Accounting
Directives.

The proposdl is drafted in away that will
modernise the Accounting Directives as a
framework which will enable European

companies to report in line with current
international  developments, whils dso
leaving some scope to enable them to
follow further internationd developments.
They will be able to report in line with the
current IASC requirements without the
very precise |IASC requirements having
been adopted into the Directives.

The proposal restricts the requirement to
permit or require fair vaue accounting to
those items where there is a sufficiently
developed internationa consensus thet fair
vaue accounting is appropriate, rather
than dlowing blanket gpplication of fair
vdue accounting to dl  finendd
ingruments. There is an internaiond
consensus that this method of vauation is
appropriate — but only insofar asit relates
to certan financid assts and liabilities
The Commission condders that it would
be premaure for the Accounting
Directives to make provison for
something on which there is no
internationa  agreement.  Consequently,
the modernisation of the Accounting
Directive is not intended to replace
higoricd cost as the bass for the
Accounting Directives. Fair vaue will
therefore not be permitted for al baance
sheet items. The method of vauation of
items which are not financid ingruments,
such as fixed assats (for eg., land and
buildings, plant and equipment,) will be
unchanged. Under the Directives,
companies are required to vaue ther
assets at purchase price or production
costs. However, Member States may
dlow or require companies to re-vaue
certain assets, or to value certain assets at
replacement costs. However, just as in
the US (see previous article), grester
emphagisisbeing placed on comparability
and the maintenance of options such as
thiswill beincreesingly chalenged.
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INTERNATIONAL ACCOUNTING

STANDARDSCOMMITTEE —AN UPDATE

INVESTMENT
PROPERTIES

In December, the IASC Board reached
agreement on the content of a find
dandard to be effective for periods
beginning on or after 1 January 2001. The
Board will condder the find text a its
next megting on 13-17 March.

Final Standard —Scope

?? The Standard will cover investment
property held by dl enterprises and
will not be limited to enterprises
whose main activities arein this area

?? Invesment property is property (land
or abuilding, or part of a building, or
both) held to earn rentas or for
capital gppreciation.

?? Investment property does not include:

a) propety hdd for use in the
production or supply of goods or
svices or for adminidrative
purposes (see |AS 16)

b) property being constructed for
third parties (see IAS 11)

c) propety hed for sde in the
ordinary course of business (see
IAS2)

d an interex hdd under an
opeating lease, even if the
interest was a long-term interest
acquired in exchange for a large
up-front payment (see IAS 17).
In its response, 1VSC disagreed
with this saying “We believe
most strongly that a lessee’s
interest in property held under

an operating lease should be
capable of treatment as an
investment property. Thetest is
not one of type of tenure but
one of use or intention — i.e. is
the interest held for owner-
occupation (IAS16) or for
investment (E64)? The IVSC
urges a fundamental review of
the relevant section of lease
accounting (IAS17) in order to
resolve this correctly. We
consider the suggestion that an
operating lease cannot be
eligible for investment
accounting to be quite wrong
and out of synch with actual
practice.” (NB Accounting for
Leases is now under review by
IASC —seelater).

Final Standard: Accounting Models

?? The Standard will permit enterprises
to choose between a fair value mode
and a cost mode. The introduction of
a cod modd is a change from
Exposure Draft 64, which proposed a
far vdue modd only. Thisis the firg
time that IASC Board has introduced
afar vaue accounting modd for non-
financid assets. The comment letters
on E64 showed that athough many
support this step, many others ill
have dgnificant conceptud and
practical reservations about extending
a far vdue modd to non-finencd
assets. Also, some enterprises felt that
they operate in property markets that
are not yet sufficiently mature for a
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far vdue mode to work satisfactorily.
Thus the Board believed that it is
impracticable, at this stage, to require
a far vdue modd for invesment
property. At the same time, the Board
believes that it is desirable to permit a
far vdue modd. This evolutionary
step forward will alow preparers and
users to gain grester experience
working with a fair vdue modd and
will dlow time for certan property
markets to achieve sufficient maturity.

? The far vdue modd is the modd

proposed in E64: investment property
should be measured at fair value and
changes in far vaue should be
recognised in the income Statement.
The IASC Board has recognised that
the vauation professon will have an
important role in implementing this
Standard. Accordingly, in developing
guidance on the far vdue of
invetment property, the Boad
consdered IVSissued by IVSC. The
Board believes that IASC's concept
of far vaue is gmilar to the IVSC
concept of market valued. Thus the
guidance on fair vaue isin substance,
and largdy in wording, as wel
identical with guidancein IVS 1.

? The cost modd is the benchmark

treatment in IAS 16, Property, Plant
and Equipment: invesment property
should be measured a depreciated
cost (less an accumulated impairment
losses). An enterprise that chooses
the cost modd should disclose the fair
vaue of itsinvestment property.

? An enterprise should apply the model
chosen to dl its investment property.
A change from one mode to the other
modd should be mede only if the
change will result in a more
appropriate presentation d events or
transactions. The Standard will State

that this is highly unlikdy to be the
case for a change from the fair vaue
mode to the cost modd.

? Thereisarebuttable presumption that

an enterprise can determine the fair
vaue of investment property rdiably
on a continuing bass. However, in
exceptiond circumstances when thisis
not o, the enterprise should measure
invesment  property usng the
benchmark trestment in IAS 16 until
disposd of the investment property.

IVSC will beissuing a Commertary on
Vauation of Investment Property, alerting
vauersto theintroduction of this new
Internationa Accounting Standard. The
IVSC Commentary will be avalablein
July and will be followed by the
development of forma guidance in this
area.

|ASC PUBLISHES STUDY

OF BUSINESS
REPORTING ON THE
INTERNET

The Internationa Accounting Standards

Committee in November 1999 published

a dudy of business reporting on the
Internet as the fird step in a possble

project to develop standards in that area
The study examines.

?? The current technologies available for
electronic business reporting

?? What companies around the world

ae actudly doing (this involved a
detailed andysis of the Web sites of

the 30 largest countries in each of 22
countries, 660 companiesin a);

?? The sort of sandards for eectronic

business reporting that are needed
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now, within the congraint of today’s
technologies;

?? The shortcomings of  busness
reporting on the Internet  within
current technologies, and

?? Thetechnologica changes thet are on
the horizon and how can they improve
electronic business reporting
(particularly the ability to go beyond
the Internet as “dectronic paper” to
fecilitate downloading and andysis of
financid data).

“Technology has dtered irreversibly not
only the physca medium of corporate
financid reporting but dso its treditiond
boundaries” commented Sir  Bryan
Carsberg, Secretary-Generd of 1ASC.
“Paper reports are being supplemented —
and, for many users, replaced — by
electronic business reporting, primarily via
the Internet. And while we accounting
standard-setters have, even to this day,
tended to focus primarily on the traditiona
financid daements and related note
disclosures, investors and lenders have
moved far beyond that,” Sir Bryan said.

Four experts from academe authored the
IASC sudy. Paul Pacter, who is
managing the project for IASC, sad:
“Thisis a pionearing study. It illustrates to
accounting policy makers the nature of
changes occurring in business reporting
and explans how those changes are
affecting the dissemination of accounting
and business information, The study dso
identifies the effects those changes may
have on accounting standard setting in the
future. And, by recommending a set of
measures to address those changes in
Internet corporate reporting occurring
now and currently anticipated, the report
charts a sensible course for IASC to help

ensure the avalability of high quaity deta
in dectronic form to the users of business
and financid information.”

Among other recommendeations, the study
urges |ASC to adopt a Code of Conduct
for Web-based business reporting. A
complete draft of a proposed Code is
included in the report. The study dso
recommends that IASC join a consortium
effort — which would indude information
intermediaries,  software  companies,
securities regulators, nationa accounting
standard setters, internationa accounting
firms, and others — to develop a globa
electronics business reporting language to
meet the needs of investors, regulators,
and others who look to the Internet for
financid and operaing information about
business enterprises.

IASC PUBLISHES
INTERNATIONAL
DISCUSSION PAPER ON
LEASES

IASC published, on 13 March, a
Discusson  Peaper  entitted Leases
Implementation of a New Approach. The
principd authors of the Peper ae
members of gaff of the UK Accounting
Standards Board. It presents a Postion
Paper that has been developed by the
G4+1 internationa group of accounting
standard- setters and sets out an agreed
goproach to the treatment in financd
reporting of leases, which differs in
fundamenta respects from that which is
required by exising dsandards of
members of the G4+1.

IASC last revised its Standard on leasing,
IAS 17, Leases, in 1997. That revison
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was a limited one and aldressed only
those matters consdered essentid to
bring the standard into line with other
gandards and make it suitable for use in
financia statements filed in cross border
securities transactions. At thetime IAS 17
(revised 1997) was approved, the IASC
Board agreed to continue working on a
more complete revison of the Standard in
conjunction with other standard setters.

IAS 17 requires radicdly different
accounting (both in the lessee's and the
lessor's  financid ~ Statements)  for
transactions classfied as finance leases
and those classified as operating leases. In
the financid satements of lessees, a
finance lease will result in the recognition
of an asst and an obligation for the
leesed asset and relaed  financing.
However, the same transaction structured
as an operding lease will not give rise to
ather an ast or ligbility and the regular
lease payments are recorded as they are
incurred. A lessor in a finance lease
records the asset associated with the
leese receivables, under an operating
lease this asset is not recogni sed.

Accounting for leases was the subject of a
previous G4+1 Discusson Peper entitled
‘Accounting for Leases A New
Approach’, which was published in
1996. The 1996 Discussion Peper, which
dedt mainly with accounting by lessees,
concluded that the didtinction between
operating leases and finance leases thet is
required by existing accounting standards
is arbitrary and unsatisfactory. The main
deficiency noted in the 1996 Discusson
Peaper is that existing standards do not
provide for the recognition in lessees
baance sheets of materid assets and
ligbilities arisng from operating leases.
How leases are classfied has important
implications, for example, for reported

levels of indebtedness, debt-to-equity
ratios, return on assats employed and
interest coverage. The 1996 Discusson
Paper suggested that the comparability
(ard hence usefulness) of financid
datements would be enhanced if the
present trestment of operating leases and
finance leases were replaced by an
approach that agpplied the same
requirements to al leases.

The new Discussion Paper develops the
approach proposed in 1996. It explores
the principles that should determine the
extent of the assets and ligbilities that
lessees and |essors would recognise under
leases, and how those principles might be
gpplied in new accounting sandards to
account for many of the complex features
that are found in lease contracts (such as
options, contingent rentals and residud
value guarantees).

The man recommendations ae as
follows

?7? For lessees, the objective should be
to record, a the beginning of the lease
term, the far vaue of the rights and
obligations that are conveyed by the
lease.

?? Leases that ae a  present
characterised as operating leases (and
therefore not included in the balance
sheet) would give rise to assets and
lidhilities - but only to the extent of the
fair vaues of the rights and obligations
that are conveyed by the lease. Thus
where alease isfor asmdl part of an
aset's economic life, only that part
would be reflected in the lessee's
balance shest.

?? The far vaue of the rights obtained
by a lessee would in generd be
messured as the present vaue of the
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minimum payments required by the
leese, plus any other lidbilities
incurred.

?7? Lessorsshould report financial assets
(representing amounts receivable from
the lessee) and residud interests as
Separate assets, since they are subject
to quite different risks. The amounts
reported as financia assets by lessors
would, in generd, be the converse of
the amounts reported as ligbilities by
lessees.

Sir Bryan Carsberg, IASC Secretary-
Generd, welcomed the publication of the
2000 Discusson Peper, noting that:
"there is a dignificant international
leasing industry, covering everything
from cars to aircraft. Finance
companies often operate in many
markets around the world, taking
advantage of variations in interest
rates, tax regulations and,
unfortunately, accounting rules. But
leasing is a very flexible form of
finance. The challenge for 1ASC and
national standard settersis to capture
the effects of flexibility in the assets
and liabilities recorded by lessees and
lessors. The approach proposed in this
Paper is that lessees and lessors would
each account for the rights and
obligations that arise from all the
contracts they have entered into. The
existing model adopted by all G4+1
members is very much an ‘'all or

nothing' approach and users have
expressed support for  treating
operating leases and finance leases
more consistently in  financial
statements for some time. The practice
of structuring leases to avoid showing
leased assets and the resulting
liabilities on the balance sheet is a
natural conseguence of a standard that
draws a bright line between similar
transactions. The G4+1 Discussion
Paper is the next step in IASC's
consideration of a new Sandard
onleases. If we can achieve
convergence on matters of principlein
this significant area, | believe that
global capital markets will have been
well served by the G4+1's efforts.
However, a change in lease accounting
would have wide-ranging effects and
IASC will listen to comments on the
Discussion Paper, consult widely and
co-operate with national standard
setters in the course of deciding what
further action to take."

All the organisations that participatein the
G4+1 have agreed to publish the Position
Paper in their own juridictions. They will
condder, in the light of comments
receved in response to the Postion
Paper, whether its proposals should form
a basis for developing new accounting
standards. The IASC Board is expected
to receive a report on the comments
received a its meeting in October 2000.

To obtain IASC publications, please contact Publications Dept, International Accounting
Standards Committee, 166 Fleet Street, London EC4A 2DY, UK. Td: +44 (171) 427-
5927, Fax: +44 (171) 353-0562, http://www.iasc.co.uk
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INTERNATIONAL FEDERATION OF

ACCOUNTANTS

IFAC __and International
Firms to Work Together in
Raising [ nter national
Standards

At a meeting in London on Monday 10
January, The Internationa Federation of
Accountants (IFAC) and the large
internationa firms launched a magjor new
intigtive which is desgned to rase
dandards of financid reporting and
auditing globdly, thereby protecting the
interests of cross-border investors and
promoting internationa flows of capitd. A
key component of this initiative is the
establishment of a new IFAC-sponsored
grouping of firms that will work closdy
with IFAC in developing and encouraging
implementation of internationd accounting
and auditing standards. The proposas
aso provide for independent oversight of
IFAC spublicinterest activities.

Participation in the new IFAC grouping of
firms will be open to any firm having
transnationa clients and undertaking to
comply with rigorous qudity obligations
thet will indlude:

?? having polices and practices in
compliance with International
Standards on Auditing (ISAs) and the
IFAC Code of Ethics

?? the maintenance of gppropriate internd
contral procedures including intrefirm
practice review

?? agreement to implement training on
international accounting and auditing
dandards including the Code of Ethics

?? agreement to subject assurance work
to periodic externd qudity assurance

?7? agreement to support the devel opment
of the professond bodies and
implementation  of international
sandards of accounting and auditing in
developing countries

Wedcoming these proposds, IFAC
presdent Frank Harding commented:
“This initiative represents a significant
step towards the achievement of
harmonisation of financial reporting
and auditing at a global level. The
commitment by the international firms
to work with IFAC in ensuring
compliance with international
standards and consistent quality of
internal  procedures in all ther
countries of operation will promote
transparency, reliability, and
comparability of financial information
across national borders, facilitate the
international transfer of public and
private capital, strengthen business
transactions, and ultimately contribute
to the broader public interest through
wealth creation and the strengthening
of civil societies.”

The grester part of the funding for the
IFAC grouping of firms will be provided
by paticipaing firms who will adso
contribute  additiond  resources  to
srengthen IFAC' s audit standards setting
and nonitoring work.
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