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MESSAGE FROM THE CHAIRMAN

These are important times
for the IVSC. The last three
years have been spent raising
awareness of the need for
internationa vauation
gtandards and promoting the
IVSC a the most
appropriate organisation to
produce such standards. We
have scored some major
successes. Now we must
deliver the product.

The ©fficient collection,
processing and dissemination
of financid information on a
globd scde is one of the
greatest chdlenges facing the
modern corporation. It is
becoming increedngly
accepted amongst the world
busness community that an
internationally accepted
financid language,
accompanied by a rigorous
globa system for ensuring its
condgtent application, will
become a redity for those
doing cross-border business

The lack of comprehensve
internationd vauation
dandards and  guidance
undermines the credibility of
the propety professon
gengdly world-wide and
does a disservice to both our
home inditutes and to the
needs of users of vauations
everywhere.

The absence of a clear and
undisputed st of rules is

adso fast becoming
unacceptable to managers
and investors, and to the
internationd regulators.

The Management Board has
rdleessed a  conceptua
busness plan for debate -
Global  Valuation

Standards — Target 2002.
The key objective is to
publish a comprehensive set
of high quaity sandards and
guidance by the year 2002
that require the disclosure of

sgnificant, trangparent,
relevant, rdiable, and
comparable information

which will help participantsin
capital markets and others to
make economic decisions.

‘Global Valuation
Standards — Target 2002
has been widdy circulated —
to IVSC member indtitutes,
to the wider business and
finendd community who
either prepare or use
vauation reports, and to the
international agencies.

We anticipate wide support.
The Internationd Monetary
Fund has cdled for the
development  of  asst
vauation dandards  to
drengthen both  domestic

and internationd financia
systems.
There ae indications of

growing support from
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firms  offering  vauaion
savices as wdl as from
some of the larger IVSC
member inditutes.

Sir Bryan Carsberg,
Secretary Generd,
I nternational Accounting

Standards  Committee, has
indicated his  persond
support in a recent letter to
me “IASC also values a
close relationship between
our two organisations and
attaches high value to the
contribution which IVSC
can make to effective
financial reporting. The
concept of your three-year
project, mentioned in your
last paragraph appears to
be very welcome and
something with which we
would wish to be
associated. | note that the
SEC in the United Sates
as well as I0SCO have
frequently said that they
attach importance to our
being able to show that
our Standards are
rigoroudy interpreted and
applied and your work
seems likely to help us with
this goal. We should be
happy to develop common
terminology and concepts.
No doubt, when the time is
ripe, you will put forward
a more detailed suggestion
for discussion so that | can
get any necessary
approvals at thisend.”

The production of standards
isobvioudy akey priority for

plaform for world-wide
debate on issues that are
nemly emerging from the
globa optic — thus creating a
truerdlying point for aglobd
val uation response to an ever
more globa market.

John Ross, Executive Vice
President, Appraisa
Indtitute, addressed  the
Management Board a its
April meeting in San Diego,
on the chalenges facing the

vauation professon in a
‘globalized, Securitized,

technosized world’. The Al
response to the chalenges is
summarised on pages 5-9 in
this Newdetter.

Two emerging debates
covered in this Newdetter

€

Assessing credit risk

The banking community is
seeking to deveop and
promote sound practices for
asessing credit risk. Red
edtate is the basic collatera
for most loans. Mgor
upheavals in the property
sector expose everybody to
rik. The dangers of this
were illugrated in the Far
East two years ago, when a
successon of devaudion's
led to the collgpse of
property prices and a
financd crigs. It is tempting
to think that wesern
economies are beyond this,
but in the UK, for example,
aone, the
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commercid property sector
is reckoned to be worth
£300bn and to account for
70% of dl secured bank
debt and 40% of tangible
ba ance sheet assets.

The current debate is not
only concerned with the risks
associgted  with more
traditional property lending.
Modern financid systems
have dtered the internationa
requirements for assessng,
monitoring, and managing
financdd rik. The Basd
Committee on  Banking
Supervison has become
increasingly concerned, for
example, with some banks
use of structured financing or
asset securitisation to avoid
mantaining capitad
commensurate with ther risk
EXPOSUres.

Public Sector Financid
Reporting

Moves to harmonise
reporting for the private
sector are being mirrored by
moves to harmonise public
sector  financid  reporting
across jurisdictions, and to
improve comparability  of
information both within and




the IVSC. But the Board is
also seeking to cregte
a

services consumed  during
the reporting period, in
preference to the cost based
reporting.

The IMF and the Public
Sector  Committee of the
International Federation of
Accountants  acknowledge
one of the aress likedy to
caue mod difficulty to
governments  in  adopting
accrua accounting  is
property, plant and
equipment.

The IVSC is moving to
paticipate fully in both of
these debates.

| look forward to receiving
your support to our Business
Pan and to seeing many
IVSC member delegates at
the 1999 AGM to be hed in

Beijing.

The growing interes in
IVSC by our members,
shown in the numbers
attending the 1998 AGM,
has  been maintained.
Regidrations a the time of
writing for the 1999 AGM
stand at 50 — another record
number.

The 1999 AGM sees the
end of my three-year term as
IVSC Charman. | thank dl
IVSC member inditutes for
their support during this
period. Thanks in particular
must go to the members of
the IVSC Management
Board for their commitment
to the

work of the Committee on
behdf of the internationa
vauation professon.

1999 adso  sees
retirement from the IVSC

the

between jurisdictions and,
where appropriate, between
the public ad private
sectors.

More governments are
moving to adopt accrud
accounting with the focus on
measuring and reporting the

costs of goods and
of two prominent members.
Don Dorchester has

represented the Appraisa
Ingtitute on the IVSC for
over 20 years. During that
time he not only served as
Chairman but contributed
greatly to the preparaion
and production of the IVSC
Standards. Immediate Past
Chairman, Lincoln North,
a0 retires. During his time
as chairman, Linc did much
to increase the membership
base of the Committee,
wecoming many of the
countries of Centrd and
Eagtern Europe into
membership.

My very best wishes go to
our incoming Charman,
Greg McNamara, Audrdia

PHILIPPE MALAQUIN
IVSC Chairman

FORTHCOMING MEETINGS AND SEMINARS

12/13 October 1999

30 Mar/1 Apr 2000

IV SC Management Board, Auckland

IV SC Management Board and 1999 AGM, Beijing




2 - 7 April 2000 Twentieth Pan Pacific Congress, Auckland, New Zealand. For more
information see New Zedand Indtitute of VVauers homepage
http://mww.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 Rural Appraisers and the Appraisa Indtitute.
For more information, see http://www.apprai sers.org.val 2000

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

|VSC NEWS

UPDATE ON IVSC PROJECTS

PROJECT STATUS

Guidanceto Vauers Commentary Number 2 issued May 1999. Deedline for
Required to Report under commentsis 30 November 1999

Internationa Accounting

Standard 16, Property,
Plant and Equipment

Guidance on Busness
Vduation

Applications and Performance Guidance (APG) 4 — Business
Vauation - published August 1999.

Amendment to IVS 3

Amendment to IVS 3 — Vduationsfor Financid Statements
and Related Accounts— published in August 1999. This
amendment was in response to changes in International
Accounting Standard (IAS) 16, Property, Plant and
Equipment

Code of Conduct

Exposure Draft issued August 1999. Deadline for
commentsis 29 February 2000

Glossay of Red Edtate
Termsfor Usewith IVS

Exposure Draft issued August 1999. Deedline for comments
is 29 February 2000

Guidance on the VVAuation of
Lease Interests

Exposure Draft issued August 1999. Deadline for comments
is 29 February 2000

Application and
Performance Guidance —
Disclosure Requirements

Exposure Draft to be issued Autumn 1999.




Guidance on Intangible Interna Board Exposure Draft issued for discussion at
Assts October 1999 Board meeting

Guidance on the Vduation of | Internal Board Exposure Draft to be issued in October 1999
Specidisaed Trading

Properties

Guidanceon Working Party established to advise Board on action
Agriculture/Forestry

Vaudion

Guidance on Insurance Working Party established to advise Board on action
Vauation

THE WALL STREET REPORT BY THE
APPRAISAL INSTITUTE

Members of the Appraisal Institute (Al) W all Street Team, headed by President Bert
Thornton, MAI, met in New York City in late April with representatives from
investment banks, pension funds, conduit lenders and rating agencies. The following is
a summary of a report prepared by the Team. It is reproduced with the permission of

the Al.

. OVERVIEW

Commercial Real Estate Market
Today's commercid red estate market is
characterised by increased globdisation of
capita sources, investor desire for liquidity,
growth of risk averson ingruments, and
technology that ddivers more, less
expendve, information. Banks, penson
funds, and insurance companies continue to
provide traditiond sources of financing for
commercid red estate; while securitization,
which seeks to disseminate red edtate risk
and add liquidity, has dlowed the public
debt and equity marketsto flourish.

The commercid mortgage-backed securities
(CMBS) market has seen unprecedented
growth in recent years. Currently, about
19% of dl commercid mortgage loans are
pooled and sold as securities. This compares

andyds and ingght to future revenue
projections. Because securitization offers
less risk to investors, less weight is placed
on higorica vaue.

Role of the Appraiser

Today, the full narrative gppraisa product
is delivered to a wide variety of audiences
with different needs. By law, fededly
insured financd inditutions must have an
gopraisa that conforms to Title X1 of the
Financid Inditutions Reform, Recovery,
and Enforcement Act (HRREA). In
addition, investors of lower grade bonds,
typicaly Btraunch and below, want a full
appraisal, as do syndicate invedors.
Although banks require a full gppraisd to
“move money”, they are looking for red
edtate consulting services and advisory or
summary opinions of vaue.



to 63% in the resdentid market. Many
experts believe that the CMBS market will

continue to expand, with some predicting
50% within the next ten years. For example,
one third of Teachers Insurance and Annuity
Asocidion's red edate holdings ae
securitized products.

Through securitizetion, CMBS and red
edate invetment trusts (REITS) have
changed the red edtate vauation needs of
issuers and investors. Commercid red
edae invesors ae increesngly seeking
information thet provides detailed market
important information, regardiess of the vaue
concluson. They are primarily focused on
measuring downdde risk and are more
concerned with the market data that is
contained in the gppraisal. That data is used
in an andyss that focuses on debt service
coverage and loan-to-vaue raios. Vdue, in
this context, is determined by a cash flow
anaysis gpplied to a capitaisation rate based
on property type, not from the gppraisa
report.

“Third-paty due diligegnce materids,
induding the agppraisd, environmentd,
engineering, and sdsmic  reports, are
reviewed. In the gppraisa review, Duff &
Phelps focuses on the market andyss of the
property as well as the trade area. Emphasis
is placed on higtoricd and future trends
impacting the propety and its
competitiveness relaive to comparable
properties. The gppraisa provides market
income and expense data including higtoricd
and budgeted operating statements, income
and expense comparables, rent estimates,
tenant improvement alowances and leasing
commissons. Duff & Pheps looks to
comparable sdes data in sdecting the
gopropriate  cepitdization rate and in
determining vaue” - Duff & Pheps Credit
Rating Co’s Approach to Rating
Commercid Mortgage-Based  Securities,

With the increese in securitization of
commercia properties, the rating agencies
play a key role in the process. When
properties are pooled together, a rating
agency places a rating on the collective
package for potentid investors. Investment
grade CMBS are generdly priced based
on the rating assgned by the raing agency.
Therefore, issuers and conduit lenders are
putting packages together with the rating

agency perspective in mind.

The raing agencies currently prefer a full
gppraisd  because it provides

are being sought.

[I. CHARTING A COURSE

To meet the needs of this changing
marketplace, the Wall Street team has
developed policy recommendations for the
Appraisd Inditute in the following aress

Standar disation

A common theme heard on Wall Street is
the desire to seek products that add
efficiency, trangparency, and liquidity to

the transaction. The need to develop a
dandardized report format that will dlow
the gppraisal product to be viewed by
multiple readers in an efficent manner is
criticd. In addition, standardization would
help the review process and add vaue
from an inditutiond perspective.  To
achieve the god of standardization, the Al
is to develop a standardised report format
for commercid securitization that addresses
the needs of Wl Street participants. This
indudes devdoping a sandardized
platform for the transfer of data.

A work group has been formed to develop
a Standardized Appraisa Format for Wall
Street and Investor reporting purposes.
The development of the Appraisal Format
IS an extenson of the standardized forms



January 1999.

Because pools of loans ae typicdly
scattered across the country, many Wall
Street usars sdect gppraisd firms and
consultants that can provide multiple services
and offer anetwork of coverage. Many firms
are offering more than gppraisals and single
asst vauation services. Products and
services such as underwriting, environmental
asessment, engineering, dte ingpections,
servicer reviews, tax gppeds, due diligence,
portfolio andlyss, litigation, highest and best
use sudies, specidity properties, dong with
market and feasbility sudies,

CSSA did was develop a list of 100 items
that were to be included in the documents of
loans to be securitized. Since that time the
CSSA has worked diligently with red estate
trade associations to correct  any
inconsstencies, and make revisons where
necessary. The most recent standardized set
of forms has been reviewed extensvdy by
svicers,  issuers,  originators,  rating
agencies, accounting firms, and investors.

The objective of the Al isto create and add
a “front piece’ to the CSSA 100 format for
detalling mortgage loans. The Standardized
Appraisa Format will enable the Al to have
a place in the securitization pipeine of
transactions and establish the platform from
which everyone could draw information.

Ultimately, the idea is for the data on aloan
to be entered only once into a database that
could be used, not only for agppraisers, but
by underwriters, servicers, rating agencies,
accounting firms and investors without the
current duplication of effort and triple levels
of due diligence and verification.

Regulatory Relief and Enfor cement

US Principles of Apprasd Practice
(USPAP) and the Financid Inditutions

and definitions aready approved by the
Commercid Red Edae Secondary
Market and Securitization Association
(CSKA), Urban Land Ingtitute, Mortgage
Bankers Asociation of America, and the
Nationd Association of Redltors.

Nearly four years ago CSSA redlized that
in order for an efficient secondary market
to trade Commercial Mortgage Backed
Securities (CMBYS), standardized forms for
reporting income and expenses for each
property type had to be established. The
firg thing that the Many members of the Al
fed that USPAP are too redtrictive and
subsequently place members of the Al at a
compstitive disadvantage with accountants,
redl estate consultants, and non-affiliated
date licensed and certified appraisers.
Severa users of appraisa services on Wall
Street confirmed that apprasers cite
USPAP as a reason why they were unable
to perform non-traditiona assgnments.

The Al isto work to change the perception
of appraisers, snce USPAP may not be as
restrictive as many percelve, and work to
modify USPAP to recognize that the
market may be effectively serviced by a
broader role for appraisers.

FIRREA was passed in 1989 as a reaction
to the Savings & Loans crids and
subsequent federa bailout that occurred in
the late 1980's. The main effect on the
gppraisal community was the development
of a gae licenang and certification system
based on minima qudlifications. The Al is
to pursue public policy initiatives that refine
the scope of FIRREA - for eg. improving
access 0 temporary practice and redefining
“federdly related transactions’ to darify
when an appraisd is required.

Education, Training, and Admissons



Reform, Recovery and Enforcement Act
(FIRREA) need to alow the members of the
Apprasd Inditute to provide the products
and sarvices the marketplace islooking for in
an ethica and competent manner.

Because Wdl Street often wants non-
traditiona gppraisd products, such as a
portfolio andyss, specific market andyss,
and comparative studies, appraisers believe
that they are forced to ether find a way to
perform the assgnment within the scope of
USPAP or refuse the work.

Commercial database

The Appraisd Inditute is to pursue a viadle
commercial database Srategy that leverages
its members and maximises thar ability to
provide knowledge and experience.

As public capitd continues to expand,
evidenced by the growth of REIT’'s and the
CMBS market, more information becomes
avalable to the public. With such public
equity and debt instruments, communications
like SEC filings, equity issuances, annud
reports, and investor road shows dl put
more information in the public domain. So
while some are concerned that a commercid
database would give away the appraisers
information, much of that informetion is
dready avalable. The Al bdieves tha the
professona who can add vaue to that
information  with  specidised  maket
knowledge, and organise and present it in a
way tha has vdue for a multitude of
users, is the one who will succeed as
relevant to the transaction.

Smilar initiaives are dready underway by
many providers, including Wall Street firms
themsdaves. The members of the Al have the
best knowledge and can provide the human
factor to property information.

The Center for Advanced Red Edate
Andyss is an independent corporation
dfiliated with the Apprasd Inditute
designed to deliver education and training
beyond current levels, an integrd part of
putting Al members in the postion to meet
the dynamic and ever-changing needs of
Wdl Street. The Center gives the
Apprasd Inditute the ability to ddiver
targeted Wall Street training for members

and talored programs for a wider
audience.
primarily complements Al members

exiging vauation products and services.
For example, a commercia database could
tallor products specificdly to the rating
agencies for aurvellance. Following the
rating process, the agencies are involved in
a surveillance function, whereby properties
are periodicdly visted to ensure that an
appropriate rating is attached to the bonds.
In addition, there is a commercia property
insurance component and loan servicer
component that could find value in such a
product.

Madison Avenue— A Public Reations
Campaign

The Al is to embark on a campaign to
promote the designations and the Al to
Wal Street, policymakers and the generd
public, ddivering the message to dlients,
consumers and policymakers that Al
members can provide a variety of services
to meet the needs of the market in an
ethicad and competent fashion.

International Perspective: The
Globalisation of Capital

Wal Street is enthused with the potentid
volume of foreign sources of assets and
capital. Foreign capital associated with redl



On the equity Sde, a commercid database
offers an opportunity to open the door.
Because of the dructure of REIT's, vaue
conclusons are essntialy determined by
stock price. Stock price is often correlated
to the potentia for growth and the perceived
srength of the REIT management team.
Large inditutiond investors, and potentialy
REIT management teams, would find vaue
in qudity red estate information available on
line

On the debt side, acommercia database

esdtate needs a common sandard. The
same efficiencies, trangparency and liquidity
that US markets currently seek are the
same chaacterigics that internationa
investors will need. The Al is seeking to
lead in the development of internationa
standards.

MEETING OF MINDS FOR VALUATION

AND WALL STREET CAPITAL MARKETS

Today's evolving commercid red edtae
market is changing the way Wall Street
investors and red estate appraisers do
busness In red edae, commercid
mortgage securitization israpidly replacing
the traditiond private equity. The firg
symposium to bring the valuation experts
together with Wall Street financiers will be
held on 56 October, 1999, in Naples,
Fla

Speakers a the 1999 Symposum
“Vduation and the Evolution of the Red
Edate Capitdl Markets’, are: Anthony
Downs, Ph.D., a senior fdlow of the
Brookings Inditution; Michadl Lewis, the
author of Liar's Poker; Joe Franzetti, of
Solomon Smith Barney and formerly of
Duff & Phelps, Tom Wrétten, the father
of the Commercid Mortgage Backed
Securities (CMBS) market; and Ken
Petton, Ph.D., from New York
Universty’s Center for the Study of
REITs. This semind event is sponsored
by the Apprasd Inditute, the Nationd
Council Red  Edae  Investment
Fiduciaries (NCREIF) and the Center for

Advanced Red Edae Andyds in
cooperaion with Commercid Red
Estates  Seconday  Market and
Securitization Association (CSSA) and
American Red Edtate Society (ARES).

“Participants will gain an understanding of
adgnificant emerging market”. Said Brian
Glanville, MAI, current char of the
Center for Advanced Red Edate
Anaysis and 1999 vice presdent of the
Apprasd Inditute. “If you're vauing
commercid red estate and want to move
into secondary markets, here's your first
opportunity to learn from the key

players.”

The didog between red estate appraisers
and top investors will focus on these key
issues:

?? Wha type of commercid property

andysis should the vdudion
profession provide from the investors
perspective?

?? What information is most vauable and
in what form do investors want it
reported?

10



?? What other roles can appraisers play
in vdudion beyond traditiond
appraisal services?

“The red edate professon isn't just
private equity anymore,” sad May K.
Ludgin, 1999 NCREIF presdent. “Red
edtate needs to be placed in a capita
markets context.”

The Symposum digns with the Apprasa
Ingtitute’ s recent efforts to evauate how
appraisers can work mogt effectively with
Wall Street investors. “We are developing

relationships with Wall Street to show our
members how to diversty their business
practices” sad Bet Thornton, MAI,
1999 president of the Appraisa Indtitute.

CSSA  became involved with the
Symposum because the organision
wants to share information with others
involved in the industry aout CMBS
products. “Part of our misson is to foster
the growth of the secondary market for
commercid  mortgages” sad  Dottie
Cunningham, executive director of the
CSSA.

INTERNATIONAL ACCOUNTING

STANDARDS COMMITTEE - AN UPDATE

INVESTMENT
PROPERTIES

The IASC has published proposds for
changes to its rules on accounting for
investment property with the publication
of Exposure Draft E64, Investment
Property.

E64 proposes that an enterprise should:

?? Measure dl invesment property a
far vdue and

?? Recognise dl changesin the fair vaue
of investment property in the income
Satement.

Explaining the Exposure Draft, Sr Bryan
Carsberg, Secretary-Generd of 1ASC,
sad:

“The accounting proposed by E64 is a
ggnificant change from our current rulesin
IAS 25, Accounting for Investments. E64
requires a single accounting treatment,
unlike IAS 25, which permits a choice of
severd different accounting trestments.
Our Board bdieves that the proposed
accounting will give a clearer picture of

the activities and peformance of
enterprises  tha  hold  invesment

properties.”

IVSC issued its own press release
following publication of E64.

‘INTERNATIONAL VALUERS
ASSOCIATION ACHIEVES
MAJOR BREAKTHROUGH’

Consistent global financial reporting
standards in accounting and valuation
moved a step closer with the
publication of Draft International
Accounting Sandard, Investment
Property, by the International
Accounting Sandards Committee
(IASC).

The International Valuation Standards
Committee (IVSC) was represented on
the IASC Steering Committee by John
Edge, UK representative to IVSC.

The Draft recommends that all
investment  property should be

11



measured at fair value. The IVSC has
expressed concern previously at
increasing evidence of confusion as to
the relationship  between  the
accounting term ‘fair value and the
valuation term ‘ market value'. The
guidance on the fair value of
investment property included in the
Draft reflects the market value
guidance contained in International
Valuation Standard 1.

The Draft recommends that an
enterprise should be encouraged, but
not required, to measure all investment
property on the basis of a valuation by
an independent valuer who holds a
recognised and relevant professional
guality and who has recent experience
in the location and category of the
investment property being valued.

The Draft directs those who wish to
comment to consider the International
Valuation Sandards of the 1VSC and
other material produced by the IVSC.

“The pressure now to measure to fair
value/market value, rather than
holding assets at cost, is very
widespread, even in those economies
where markets are relatively thin or
untested,” commented John Edge. “ It
is how the USA reacts, where fair
value of assets in the balance sheet is
not yet a requirement, that will be most
interesting, especially in the context of
the call for a common set of core
accounting standards world-wide.”

Philippe Malaquin, 1VSC Chairman
commented “ It is an objective of IVSC
that International Valuation Standards
be recognised within international
amounting standards. The release of
this Exposure Draft by IASC

represents a major breakthrough for
IVSC. It is evidence of the value that
|ASC attaches to the contribution that
IVSC can make to effective financial
reporting.”

The Dow Jones News Service carried the
following release on ED 64:

WARSAW (Nikke) — “The IASC
adopted a draft globa accounting
standard urging companies 0 assess rea
edtate acquired for investment purposes a
market prices in their baance shests, the
Nihon Keizai Shimbun reported.

The red edae affected would include
land, buildings, parking lots and dl other
types of idle property, but not factories
and other gtes actudly used for business
activities

The rule could have a dramatic impact on
eanings if Japanee red-estate prices
tumble. Japanese companies, dill reding
from the atificdly high property prices
paid during the bubble economy, could be
among the worgt hit. Enforcement of the
rules would findly expose the “negdtive
legacy” of their bubble economy activities,
according to quoted sources.”

|ASC PROPOSES FAIR
VALUE ACCOUNTING
FOR AGRICULTURE

IASC published in August an Exposure
Draft of proposed doandards of
accounting for agriculturd  activity, a
matter not covered in a prior Internationa
Accounting Standard. Agriculturd activity
is the management of the trandformation
of living animas and plants (‘biologica
asts) into agricultura produce awaiting
further processing, sde, or consumption
or into additiond biologicd assts. The

12



proposed effective date is financid years
beginning on or after 1 January 2001.

Exposure Draft EG65, Agriculture,
proposes that:

?? All biologicd assets be measured at
far vdue

?? All agriculturd produce at the point of
harvest be measured at itsfar vaue;

?? The change in far vaue of biologica
assets be reported in net profit or
loss.

IASC Secretary-Generd, Sr Bryan
Carsberg, explained that: “in the Board's
judgement, the change in far vaue of
biologicd assts is a more redevant
indicator of the peformance of an
enterprise engaged in agriculturd activities
than is profit or loss measured on the
traditional  higorica-cost basis, which
recognises no profit until a sde takes
place. In the case of livestock and timber
that could involve many years. Reliable
measures of the far vaues of biologica
assets and agriculturd produce a the
point of harvest are available. Moreover,
because of the alocations that would be
required in an agriculturd context, our
Board concluded that cost-based
measures are often of questionable
reliability and usefulness”

E65 does not ded with further processing
of agricultura produce after harvest —
processing grapes into wine, wool into
yarn, ageing of cut tobacco or mest, and
so on. Those ae regaded as
“manufacturing”  activiies to  which
accounting standards  for  inventories

would gpply.

The IASC proposal would not establish
any gpecid accounting standards for
agriculturd land. Rather, it would require

tha IAS 16, Propety, Pant and
Equipment, be followed.

IAS 16 dlows agriculturd land to be
caried a (&) cost subject to a write-
down for impairment and (b) far vaue.
The Exposure Draft proposes, further,
that biological assets that are physicaly
atached to agricultura land (for example,
crops and trees) be recognised and
measured at fair vaue separately from the
land. The Draft asks: Do you believe that:

(@ 1AS 16 should apply to agricultura
land;

(b) dl agriculturd  land should be
messured a far vdue dther
Separately or as part of a combined
group that includes the land and
related bearer biologica assets;

(o) only agriculturd land thet is part of a
combined group that includes the land
and related bearer biologica assets
should be measured &t fair vaue;

(d) enterprises should be permitted or
encouraged to measure agricultura
land at fair vaue, but not required; or

(e) dl agriculturd land should dways be
caried a cog, that is, the revaluation
dternative of IAS 16 should be
prohibited?

The deadline for comments on the
Exposure Draft is 31 January 2000.

REPORTING OF
FINANCIAL
PERFORMANCE

IASC has issued a discussion paper that
invites comments on certain proposas for
Reporting Financial Performance  that
were developed by the G4+1 Group of
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Accounting Standards Setters. G4+1
comprises representatives of  nationd
dandard setting bodies from Audrdia,
Canada, New Zedand, the UK and the
US, together with IASC.

The main G4+1 proposas are:

?? financid peformance should be
presented in one financid Satement
rather than two or more statements;,

?? the dngle daement of financid
performance should be divided into
three components.

(@ the results of operating (or
trading) activities;

(b) the results of financing and other
treasury activities, and

(c) other gainsand losses.

?? Recyding should not generdly be
permitted (recycling is reporting the
same item of income, expense, gan,
or lossin two different periods in two
different types of peformance
measures, for example, first in “other
gans and losses’ and subsequently in
the results of operating activities);

?? The category of extraordinary items
should be abolished, and abnormal
or exceptiond items should not be
reported as a separate category of
revenue or expenses,

?? Rexults  of continuing  and
discontinues operations should be

segregated.

Sir Bryan Carsberg, Secretary-Generd of
IASC, sad. “Traditiondly, the income
datement has been the main vehicle a
company uses to report its financid
peformance for a period. However,
today some gains and losses are reported
directly in equity outsde the income
datement — for example, revauations of
land and buildings. In our current projects
on investment properties and agriculture,

our Board is wrestling with the question of
how best to report changes in vaues of
red edate hed for invesment and
agricultura assets”

Sr Bryan continued: “The chdlengeisto
bring greater condstency to reporting
practice without destroying the usefulness
of exiging practice.”

Practice varies among the G4+1 member
sandard-setters. All of them ae
publishing the same proposds for
comment.

To obtain |ASC publications, please
contact Publications Dept, Internationd
Accounting Standards Committee, 166
Fleet Street, London EC4A 2DY, UK.
Tel: +44 (171) 427-5927, Fax: +44
(171) 353-0562, http://www.iasc.co.uk

GROWING INFLUENCE
OF IAS

International accounting standards are
growing in influence, with important
repercussons for both nationd and
internationd vaugtion standards.

Russa — the Russan Minigry of Finance
has announced the introduction of IAS for
thefirst quarter of 2000.

US — Over 87% of US fund managersin
arecent survey believe there should be an
immediate and conceted move to
develop IAS and that the IASC is the
appropriate body to develop a global
accounting system. The firms surveyed
represent over $1.7 trillion of assets.
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UK — a government group reviewing
company law has issued a consultation
document asking whether UK companies
should, like ther French, German and
Itdian counterparts, have the right to use
IAS for consolidated accounts rather than
UK principles.

Romania - Regulations adopted in June
require companies to follow IAS in the
absence of nationa accounting standards

and begin a progranme to develop
national standards based on IAS.

Europe - The European Commission has
drawn back from making the use of IAS
mandatory for dl European listed financid
datements. It is likdy to down the less
contentious route of dlowing listed
companies the option of using IASs rather
than accounting directives incorporated
into local law. Some seethisas an interim
measure, being the only politicaly
acceptable  route a the  moment.

BASEL COMMITTEE ON BANKING

SUPERVISION

Consultative Paper on a
New Capital Adequacy
Framewor k

The Basd Committee recently issued a
proposd for a new capitd adequacy
framework to replace the previous
Capital Accord issued in 1988. The
proposas are designed to dign capita
requirements more closdy with a bark’s
risk profile and to address financid
innovetions, such as asset securitization,
whilgt & leest maintaining the current level
of cgpitd in the system.

Claes Norgren, Director Generd at
Finansinsektionen, Sweden, and
Chairman of the Task Force on the
Future of Capitd Regulation, sad, “The
1988 Accord has been a cornerstone of
the current intenationd  financid
architecture. It has helped to strengthen
the soundness and dability of the
internationd banking sysem  and
enhanced competitive equdity among
internationdly-active banks.” Mr Norgren

added, “that the financid marketplace
has developed dramaticdly during the
past ten years, to the point where the
Accord's capital ratio is sometimes not a
good indicator of a bank's financid
condition. The world financid system has
adso recently witnessed consderable
economic  turbulence. The  new
framework is desgned to better dign
regulatory capitd  requirements  to
underlying risks, and to recognise the
improvements in risk messurement and
control.”

The Bade Capital Accord prescribes how
much capita internationally active banks
must set asde againg their loans. Under
the Accord, a number of asset classes are
given different weights based on ther
percaved credit risk. Broadly, the risk
weighting is as follows zero weight to
government securities, 50% weight to
resdentia red edtate loans, 100% weight
to most other loans including commercid
real estate loans.
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Proposed revisonsto the Accord were
held up by awrangle between Germany
and America (with the support of other
countries).

The two aress of conflict were:

(i) The trestment of commercia property
lending. Germany wants its banks to
continue to put asde againg commercia
mortgages an amount of capital that most
other regulators think ingppropriately
meagre - 4% capital as againg the full 8%
that other regulators require. That is,
Germany applies a 50% not 100% risk
weighting to commercid mortgages.
German regulators remain convinced that,
higoricaly, such lending has been
relatively risk free in their country.

(if) The second conflict was over bonds
issued by Germany’s mortgage banks,
known as Pfandbriefe. German lending
for red edate is predominantly funded
through the Pfandbriefe, which is
regulated by the Mortgage Banking Law.
It is backed by mortgage loans of no
more than 60% loan-to-vaue ratio with
property value ‘conservetively appraised
usng a prudentid banking concept of
sudanable long-term vaue. Germany
indgts that banks which buy Pfandbriefe
bonds should continue to set aside only a
minima amount of capitd. This gives
Germany’s mortgage banks a huge
funding advantage. The UK journd
‘Edtates Gazette!, 28 August 1999,
caried a report on commercia
mortgage-backed  securities.  “Many
investment bankers, doubt whether they
can make enough money from securitisng
property debt” the report clamed and
continued “one of the problems is tha
they have to compete with the German
mortgege banks which dominate the UK
lending maket and offer aggressve
rates’.

The new framework rests on three pillars:
minimum capitd requirements,
supervisory review of a bank’s cepitd
adequacy, and market discipline. The
revised minimum capital requirements, as
the centrepiece of the new framework,
build on the exigting “standard gpproach,”
but would increase the number of risk
buckets and alow the sdective use of
externd credit assessments and banks
internd ratings.

The main issues of rdevance to the IVSC
are:

Minimum capitd requirements

The Committee proposes that lending fully
secured by mortgages on  residentia
property that is or will be occupied by the
borrower or that is rented should continue
to be weighted at 50%.

In view of the experience in numerous
countries that commercid property
lending has been a recurring cause of
troubled assets in the banking industry
over the past few decades, the
Committee holds to the view tha
mortgages on commercid red estate do
not, in principle, judtify other than a 100%
weighting of the loans secured. The
appropriate cepital trestment of various
types of assts, including those secured
by commercid red estate, will continue to
be reviewed by the Committee during the
consultative periods and after the
Committee has received comments.

Risk assessment

A new risk weighting scheme to address
asset  securitisation is proposed. The
Committee  recognises tha  asst
Securitisation can serve as an efficient way
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to redigtribute credit risks of a bank to
other banks or non-bank investors. In this
respect, securitisation is providing better
rik diverdfication and is enhancing
financdd dability. Neverthdess, the
Committee ahs become increasngly
concerned with some banks use of
structured financing or asset securitisation
to avoid maintaining capitd commensurate
with ther risk exposures. Furthermore,
the current Accord lacks consgtency in
that the same economic risk may result in
ubgtantidly different capitd requirements
depending on the type of transactions that
a bank employs. Thus, through such
techniques, a bank may be &able to
achieve an overdl risk-based capitd ratio
tha is nomindly high but which may
obfuscate capita weakness in relation to
the actud economic risks inherent in the
bank’s portfolio. To address these
concerns, the Committee is now
proposing a revison to the Accord that
makes use of ratings by digible externd
credit assessment inditutions for setting
capital charges for asset securitisations.

Accounting and valuation practices

With respect to both regulatory capita
and measures of risk exposure, the
Committee dtresses the importance of
sound accounting and vauation principles
that produce redigic and prudent
measures of assets and liabilities and
rdaed profits and losses in  the
determination of capital reserves. Wesk
or inadequate accounting policies
undermine the usefulness of capitd
requirements by causing overdated or
unrdiable capitd retios.

The Committee recommends that a bank
should disclose information in its
accounting policies, induding policies for
vauaion of assts This information is

crucid to enable financid statement users
to assess and compare the qudity of an
inditution’s capitd.

Credit Risk in Banking
Activities

The Basd Commiittee issued in July three
other papers providing guidance to banks
and banking supervisors on various
agpects of credit risk in banking activities,
These papers from part of an ongoing
effort by the Committee to Strengthen
procedures for risk management in banks

Sound Practicesfor Loan Accounting
and Disclosure

The paper — Sound Practices for Loan
Accounting and Disclosure - addresses a
range of issues facing banks and bank
upervisors in the accounting for loans
and loan losses. “Sound and prudent loan
accounting practices are critica not only
to adequate management and control of
credit risks in banks. Sound practices are
adso important to ensure accurate and
transparent financid reporting and prudent
cdculation of bank capita,” noted Prof.
Dr Arnold Schilder, Executive Director of
the Netherlands Bank and Chairman of
the Basd Committee’'s Task Force on
Accounting Issues, the group in charge of
deve oping the guidance.

This paper isarevised verson of a
consultative paper issued in October
1998, on which the IV SC commented.

A key paragraph for vauersis paragraph
45 which states:

“Management  should edablish a

programme to periodicaly monitor and
andyse callaterd, which should be vaued
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on a prudent bads. For example, for
ggnificant commercid red edate loans,
banks should obtain sound appraisals of
the current fair vaue of the collatera from
a qudified professond ether internd or
externd to the bank. Management should
review each gppraisa’s assumptions and
conclusons to ensure timdiness and
reesonableness.  Typicdly, apprasa
assumptions are based on the current
peformance of the collatera or dmilar
properties. Many supervisors also expect
gppraisas to take into account, on a
discounted basis, the ability of the red
estate to generate income over time based
on reasonable and  supportable
assumptions.”

M anagement of Credit Risk

The consultative paper - Principlesfor the
Management of Credit Risk - encourages
banking supervisors globaly to promote
sound practices for managing credit risk.
The paper emphass that banks must
manage the credit risk in dl their activities,
both in the banking book and in the
trading book, and on and off the baance
sheet.

Mr Roger Cole, Associate Director at the
Board of Governors of the Federd
Reserve Sysem and Co-charr of the
Committee's Risk Management Group,
noted that “exposure to credit risk
continues to be the leading source of
problems in banks in both the G10 and
non-G10 countries. Recent events
demongrate the importance of sound
credit infrastructures a banks to the
dability of globd financid sysems The
practices st out in this document should
be applied in conjunction with the other
sound practice papers being issued
today.”

Among the recommendations and
gatements in the paper are the following:

?? Banks must devdop a cdlear
understanding of the credit risks
involved in more complex credit-
granting activities (for example, loans
to certan industry sectors, asset
Securitisation)

?? Banks should have policies covering
the acceptability of various forms of
collateral, procedures for the ongoing
vauation of mllatera, and a process
to ensure that collaera is, and
continues to be, enforceable and
redisable.

?? Credit concentration problems —
Concentrations arise because banks
identify hot and rapidy growing
indusgtries and use overly optimigtic
assumption about an industry’s future
prospects, especidly asset
gppreciation. Banks seem mogt
susceptible  to  overlooking  the
dangers in such Stuations when they
ae focused on asset growth or
market share.

?? A common and very important
problem among troubled banks in the
ealy 1990s was their falure to
monitor borrowers or  collaterd
vaues. Many banks neglected to
obtain periodic financid information
from borrowers of red edate
gopraisds in order to evduate the
quality of loans on their books and the
adequacy of collaterd. As a reault,
many banks falled to recognise early
dgns that asst  qudity was
deteriorating and missed opportunities
to work with borrowers to stem their
financid deterioration and to protect
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the bank's pogtion. This lack of
monitoring led to a costly process by
senior management to determine the
dimension and severity of the problem
loans and resulted in large losses.

?? Many banks credit activities involve
lending agang red collaed. In
lending agang red assts many
banks have field to make an adequate
assessment of the correlation between
the financia condition of the borrower
and the price changes and liquidity of
the market for the collateral assets.

?? A reated problem is that many banks
do not teke sufficient account of
busness cyce effects in lending.
Industries such as commercid red
edtate often experience strong cyclical
effects. Effective stress testing which
takes account of business cycle
effects is one gpproach to
incorporating into credit decisons a
fuller understlanding of a borrowers
credit risk.

Credit Risk Disclosure

The consultative paper -Best Practices for
Credit Risk Disclosure - identifies the
types of credit risk information market
participants and supervisors need in order
to make a meaningful assessment of a
bank, and encourages banks in dl
countries to provide such information to
the public.  “Informed  investors,
counterparties, and other  market
participants are an important ement in a
gable, hedthy banking environment,” said
Ms Susan Kruse, Senior Deputy
Comptroller for Internationd Affairs a the
Office of the Comptroller of the Currency
of the United States and Char of the
Basd Committee's Trangparency group,
which developed the paper.

Agan, key recommendations and
datements of interest to the IVSC are:

?? It is important that banks use
comparable terminology, eg. for
impaired, non-performing and past-
due assets

?? A bank should disclose information
about the accounting policies,
practices and methods it uses to
account for its credit risk exposures
covering, inter dia the bass of
messurement  for asss a initid
recognition and subsequent periods,
eg. far vaue or higorica cost

?? A bank should disclose quantitative
and quditative information about its
Securitisation activities

?? A bank should disclose total credit
exposure by magor asset category
showing impared and past due
amounts relating to each category.

The IVSC hasinitiated adidogue with the
Basd Committee on a number of issues—
greater condstency and understanding of
terms as they reae to vdudion for
mortgage lending; and  developing
guidance in new and emerging aress,
paticularly risk assessment on  both
individud transactions, but perhgps more
with property lending where it is the
subject of securitisation.

The IVSC Management Board would be
interested to hear from vauers with a
particular expertise in these areas who
would be interested in helping develop an
IV SC response.

Note: The Basel Committee on Banking
Supervision is a Committee of banking supervisory
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authorities established by the central bank
Governors of the Group of Ten countriesin 1975. It
consists of senior representatives of bank
supervisory authorities and central banks of
Belgium, Canada, France, Germany, Italy, Japan,
Luxembourg, the Netherlands, Sweden,
Switzerland, the United Kingdom and the United

States. Its current chairman is William J.
McDonough, President and Chief Executive Officer
of the Federal Reserve Bank of New York. The
Committee usually meets a the Bank for
International Settlements (BIS) Basel, where its
permanent Secretariat islocated.
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PUBLIC SECTOR FINANCIAL REPORTING

Governments often prepare  financid
information for three purposes the
compilation of generd governmentd
financid statements, nationa accounts as
pe the United Nations Sysem of
Nationd  Accounts (SNA); and
Government  Finance Statigics (GFS)
usng the framework developed by the
International Monetary Fund (IMF).

Idedly, government reporting entities
would be ade to edadlish financid
information systems which can be used to
compile al three sats of information and
minimize duplication of information and
time spent making adjustments to data
However, the extent to which this is
possible may be congtrained by the basis
of accounting used for financia reporting
purposes. Governments may use cash,
modified cash, modified accrud or
accrud  accounting  when  preparing
financid reports. The SNA is an accrua-
based system. GFS is currently cash
based but is being revised to be accrual
based.

Higtoricdly, accounting for governments
and government agencies has been on a
cash basis It was not until the early
1980s that it was considered appropriate
for government business enterprises to
move closer to commercid accounting
principles practised in the private sector
ether on a full accrud or a modified
accrual basis. Since then the pace of
change in government has accelerated,
with governments being asked to do more
with less and to be fully accountable to
the community for resources entrusted to
them. This pressure has encouraged an
increedng number of government to
consider adopting accruad accounting. At

this stage, only New Zedland and Icdland
actudly conduct fiscd policy

on an accrud bass. A number of
countries, including the US and UK, are
ether introducing an accrua framework,
or examining the possbility. Audrdiaisin
the final stages of a phased shift from cash
to full accrud budgeting. The 1999-2000
Budget will complete the trangtion.

Public Sector Committee (PSC) of the
International Federation of
Accountants

Moves to harmonise reporting for the
private sector are being mirrored by
moves to harmonise public sector financid
reporting across jurisdictions and to
improve comparability of information both
within and between jurisdictions and,
where appropriate, between the public
and private sectors.

In 1996, the PSC initiated a multi-year
project to develop recommended
accounting standards and guidelines for
the public sector worldwide. The project,
entitted the “Standards Project” is a
central element of the PSC's drategy
amed a contributing to better decison
meking, financid management and
accountability by governments. The
Standards project is to be completed in
two separate projects. The first involved
the development of a guiddline, to provide
descriptive guidance on the application of
the four bases of accounting. The second
project will develop a core st of
recommended accounting standards for
governments, The development of these
accounting standards will be based on
exiding Internationd Accounting
Standards (IASs) in an effort to determine
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the application of 1ASs to public sector
accounting.

The PSC is proposng a change in

goproach to the deveopment of

International Public Sector Accounting

Standards (IPSASs). The Development

of Internationa Public Sector Accounting

Standards. Which Basis of Accounting?

was released for comment in June 1999.

Specificdly, the PSC is proposing to:

?? develop standards for the cash basis
and accrud basis of accounting only

?? publish Standards separately for each
of the cash and accrud bases, in the
fom of a gngle comprehensve
Standard for the cash basis and a
series of Standards for the accrua
bass

?? develop guidance to assg entities in
making the trandtion from cash
accounting to accruad accounting,
recognisng that there will be a variety
of different trangtion paths, depending
on the drcumgances of each
individud jurisdiction

?? introduce trangtiond provison into its
individua accrua Standards, as a
means of providing entities with time
to fully implement the Standards. The
trangtiond provisons would address
aress likdy to cause difficulties for
public sector entities, such as
property, plant and equipment,
provisons and contingencies and
pengon ligbilities

The IVSC has provided commentary to
the PSC to assg in the drafting of
Exposure Draft International  Public
Sector Accounting Standard, Property,
Plant and Equipment, due to be
released early next year.

Government Finance System

The IMF is currently revisng the Manud
on Government Finance Statigics. The
new verson will be closdy digned with
the ‘Sysdem of Nationd Accounts
(SNA)" which sets out the guiddines for
national economic accounting in generd.
The Manuad will be in effect, an
adaptation of the generd government
sector of the SNA for the purpose of
providing generd government statistics for
fiscd and generd economic andyss. The
revised Manud will folow the SNA in
adopting accrud accounting and the
compilation of full baance sheets with
fixed assets, aswell asdl other assets and
ligbilities, valued at current market prices.

Chapter 7, which is concerned with
transactions in fixed assets, and Chapter
10, which is concerned with baance
sheets, are dill in preparation. Even when
completed, however, they will be more
datements of generd principles than
detailed guidance. The IMF has
expressed interest in working with the
IVSC in the production of a‘Compilation
Guide which is intended to provide more
practicd guidance for compilers of
government financid datigics on the
vauation of fixed assts.

The 1V SC Management Board would be
interested to hear from vauers with
experience in the adoption of accrua
based reporting by the public sector who
could participate in the debate.
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THE CASE FOR INTERNATIONAL
ACCOUNTING STANDARDSIN CANADA

For member indtitutes currently debating
the relationship between nationd and
internationd  dandards, the following
publication may be of interes. The
document was published by the Certified
Generd  Accountants  Association  of
Canada— CGA.

There has been a debate for sometimein
Canada as to whether to move away from
“Made in Canadd’ accounting standards.
No consensus has arisen, however, as to
which standards should be adopted in
place of Canadian generdly accepted
accounting principles.

The publication ‘The Case for
International  Accounting Standards in
Canada was written by Alan Richardson
and lan Hutchinson. Based on the
conclusons in the report, the CGA
adopted a policy statement supporting the
adoption of IAS for financid reporting by
profit entities in Canada.

Thisis not completely at harmony with the
position taken by the Canadian Ingtitute of
Chartered Accountants. The CICA
recommends the harmonization of
Canadian accounting sandards  with
FASB dandards, but that Canadian
dandard setters maintain a continuing
presence  within  the  Internationd
Federation of Accountants and the
Internationa  Accounting  Standards
Committee.

In arriving at its concluson, the CGA pad
atention, inter dia, to the following which
is reproduced from the report:

Quality of standards

The standards promulgated by the US
Financid Accounting Standards Board
(FASB) and Internationa Accounting
Standards  Committee (IASC) are
broadly smilar and converging, The two
man conceptua differences between
them are that (1) FASB has emphasized
setting standards for measurement while
the IASC has been mostly concerned
with disclosure (and hence dlowing
dternative measurement systems) and (2)
the IASC retaned the requirement that
financid daements be “true and far
rather than Imply in accordance with
generdly accepted accounting principles
(GAAP) as in the United States. US
sandards are more prescriptive and rule-
orientated than IAS, reflecting the
raivey more litigious environment
aurrounding financdd information in the
US. The more descriptive 1AS provide
grester room for the gpplication of
professond judgement. Both the “true
and far” overide and the use of dud
standards (benchmarks and dternatives)
are examples of the flexibility inherent in
IASC dandards. Curioudy though, as
IASC ghifts to more prescriptive
dandards, a hift in the conceptud
foundation underlying US dandards is
emerging as wdl. The upshot of tha
conceptual shift is that, dthough historica
cods remains as the primary accounting
convention in the US, more and more
FASB standards have come to embrace
the “far vdue agpproach currently
favored by the IASC. In summary, IAS
standards have begun to embody a scae
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of prescription gpproaching that found in
exiging US standards, and US standards
ae moving towad the “far vdue’
convention that underlies many IAS.

Size of the Community

Canada is economically dependent on the
US for trade and capita, which suggests
the appropriateness of FASB standards
for Canada, I1AS, however, are more
widely adopted around the globe as
nationa standards and FASB recognizes
that the “made-inAmerica’ labd limits
the acceptability of thelr sandards (the
assumption FASB seems to make is that
their standards are technicaly superior but
paliticaly unacceptable). That concluson
has led the SEC and FASB to work with
the IASC to attempt to restructure the
IASC aong US lines and to work co-
operatively to harmonize FASB and
|ASC standards.

It is apparent that IAS have been adopted
more widdy by stock exchanges and in
nationd filing requirements. It is notable
that only 10 countries have accepted
financia datements based on FASB
dandards for filings from foreign

companies and of these, eight aso dlow
IAS based statements.

There ae reports that US sock
exchanges are concerned that they are
losng ligings to foregn exchanges
because of the costs of compliance with
FASB dandards. US exchanges have
relatively few internationd companies
listed. The New York Stock Exchange
the dtandards of choice. Canada thus
faces a dilemma in its choice of a
standard-setting  regime  between  the
immediate community of its dominant
economic patner and the long-run
community of globd trading partners.

The CGA is concerned that what might
be ganed in supporting the near-term
position taken by the CICA would be
more than offset by the losses sustained
by not immediatdy adopting a longer-run
approach to the standard-setting process.
It concludes that in the long run IASC will
become the globa standard setter and
that Canadian standard setters might be
better served by further consolidating their
role in IASC and IFAC by immediately
committing to IASC dandards and
avoiding any endorsement of FASB
standards.
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