October 2008

Across the Board

A Publication by: The Audit Committee Institute

in Thailand
Sponsored by KPMG

Newsletter for Thailand directors — Issue No. 3

IFRS Transition — What Audit Committees Should Be Asking

Convergence of accounting standards
across the world is gaining increasing
momentum with companies in over 100
countries now sharing a common
framework and guidance with
International Financial reporting
Standards ('IFRS’). In addition, many
other countries have announced plans
for adoption of or convergence with
“IFRS"” including Canada and Korea.

Thailand has long been aware of the
importance of the adoption of
international standards as a competitive
tool in the global economy. The
Federation of Accounting Professions

in Thailand “FAP" has initiated a program
to converge Thailand Accounting
Standards ('TAS") with |[FRS. Several
new and revised TAS have been issued,
and are effective, and there are currently
21 Exposure Drafts of proposed new
and revised “TAS" in issue pending
approval. This is addition to the ten
revised “TAS" that had an impact on
Financial Statements for periods
beginning on or after 1st January 2008.

Build on the lessons learned by others

European countries are among those
that have made this transition ahead of
Thailand. With the objective of analysis
the European Union commissioned a
survey on the implementation of “IFRS”
within the European Union. The survey
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identified that the transition to “IFRS"
implementation was challenging, but
successful and “IFRS" implementation
was seen as a positive development
for European Union reporting. There
was agreement that “IFRS"” made
financial statements easier to compare
across Iindustries, competitors within
the same industry and across countries.

The survey indicated several challenges
prior to adopting new accounting
standards and conversion to “IFRS”
these included:-

e Extensive training for staff, investors
and board members;

¢ Complexity compared to local
standards making "IFRS" financial
statements more difficult to
understand and prepare;

e |ack of internal knowledge, and
rellance on external auditors and
advisors;

¢ Reliance on fair value measurements
for accounting standards relating to
business combinations and financial
instruments; and

e Costs of conversion to new accounting
standards including adapting IT
systems, implementing revised
reporting policies and processes,
training personnel and educating
investors and members of the board.

These views were also endorsed by
roundtables arranged by the Securites

and Exchange Commission to seek inputs
on adoption of “IFRS” within the United
States. Attendees believed that
convergence with “IFRS"™ would offer
better communication with shareholders
and other stakeholders and ultimately
lead to lower costs of capital.

Critical Success Factors for IFRS
Conversion Projects

Leadership

“IFRS" conversion is a major change
program. It requires strong management
support and sponsorship from the start
until implementation. Due to the
complexity of the change programme
those responsible for the implementation
will need to be provided with sufficient
resources.

Communication

The decision to convert to “IFRS" needs
to be advised to those affected by the
change. This is essential in mobilizing
the whole organization to adopt the
change. Effective communication is
required for the following reasons:-

¢ |nvestors and lenders need to
understand how the new accounting
standards and "IFRS" conversion
impacts the Group's financial data; and

e Employees should understand the
reason for the change and how it
affects them.







