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¢ International Financial Reporting Standards are the
emerging global standards for financial reporting.

® They provide a common financial reporting platform
for companies that have previously reported on a wide
variety of country-specific accounting principles.

¢ As IFRS has gained acceptance around the world, many

jurisdictions have adopted them or developed national
GAAPs based on IFRS.

e The Canadian Accounting Standards Board (AcSB) will
require publicly accountable enterprises (PAE) to adopt
IFRS as Canadian Generally Accepted Accounting
Principles (GAAP) for interim and annual financial
statements for fiscal years beginning on or after
January 1, 2011.

e The AcSB is currently developing a GAAP framework
for private companies founded on the existing CICA
Handbook (i.e. Canadian GAAP), but simplified from the
current version in areas such as:

¢ Private companies are expected to have the option of
fully adopting IFRS.

¢ The International Accounting Standards Board (IASB)
has recently published an exposure draft of an IFRS
specifically designed for private companies. The
objective of this project was to develop an IFRS
expressly to meet the financial reporting needs of
entities with no public accountability. Despite the
AcSB’s current position to maintain a Canadian GAAP
framework, it is possible we could see a move towards
complete harmonization with IFRS in the future.

¢ For some organizations, implementing IFRS may
not be very complicated, but for others it can be a
highly complex process that goes beyond finance
and accounting functions. Other business operations
such as human resources, business development and
information technology (IT) departments will likely be
involved in the IFRS conversion plan.

¢ Our experience helping companies of all sizes around
the world that have already adopted IFRS shows that
the conversion and adoption period can vary widely
depending on the complexity of your organization.

The objective of IFRS is global harmonization of
accounting standards.

It is certain that financial reporting standards for
Canadian private companies are going to change. The
precise nature of these standards is not yet known but
as the degree of global acceptance of IFRS for private
companies increases we may see a move towards
harmonization with the international standard.

In anticipation of this, some private companies may
choose adoption of full IFRS, while others need to be
aware of the areas in their accounts that may be subject
to significant change as the AcSB arrives at its private
company alternative to IFRS.



Private companies are being impacted by the increasing
globalization of capital markets and supply chains. But
there are many other reasons why considering early
implementation is helpful. You should consider your
options if you:

¢ have an exit strategy that could involve acquisition
by an IFRS reporter or private equity interest

® are considering going public
® have suppliers or customers across jurisdictions

e are a subsidiary of a Canadian publicly accountable
entity (PAE) and possibly face significant systems
and internal control issues if you don’t adopt IFRS

e are a subsidiary of an IFRS parent

¢ have international operations and multiple sources
of financing

* have banking agreements that could evolve to
require one common GAAP basis which most likely
would be IFRS

® have competitors which use IFRS

¢ hold yourselves to PAE reporting standards
voluntarily

Key differences between Canadian GAAP and
IFRS affecting private companies:

Differences between Canadian GAAP and full IFRS
can be complex.

The key difference is that the main focus of IFRS is on

the concept of fair value and less so on historical cost.
IFRS is also highly principles-based and less rules-based
which provides more room for the exercise of professional
judgement.

Areas that could be affected by the transition include:

e First time adoption of
IFRS

e Joint ventures

e Foreign exchange
e [mpairments

e Start up costs
* Revenue recognition

e PP&E
* Pensions ¢ Contingent liabilities and
¢ Financial instruments provisions
e Debt/equity instruments | ® Asset retirement
e Income taxes obligations
¢ | eases

¢ Business combinations
¢ Disclosure requirements

Are you on track?

PricewaterhouseCoopers has unparalleled experience in
helping many companies adopt IFRS. We have assisted
with IFRS conversion projects in Canada and elsewhere
for a wide range of companies, including private
companies, across all industries. Our dedicated resources
and experience in working with many of the more than
12,000 companies that have already made the transition
to IFRS have taught us valuable lessons that will help
Canadian private companies with their own conversion
process.

We have industry-focused teams across Canada who
specialize in IFRS/GAAP conversions. We can help you
consider your options.

If you choose to adopt IFRS, we can guide you through
an appropriate timeframe and conversion strategy.
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