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Hans Hoogervorst, European Parliament, 5 November 2012
Dear members of the European Parliament.  Thank you for the opportunity to give an 
update on our work to develop a global language of financial reporting.  As you are no doubt 
aware, this is very important work. 
The financial crisis has demonstrated the need for greater transparency in the financial 
markets. Our standards make financial reporting comparable and transparent around the 
world. Pension funds and other institutional investors need to invest around the world. Our 
standards give them the protection they need.   Multinational corporations want to 
maintain one set of books across all of their international activities. Regulators and 
policymakers want a level playing field for financial reporting.  That is why repeated G20 
communiques have supported the work of the IASB and called for a rapid move towards 
global accounting standards.
Progress towards global accounting standards
In the last ten years, progress towards such global standards has been remarkable. We now 
have more than 100 countries using IFRSs, including more than 2/3rds of the G20.  Half of all 
Fortune Global 500 companies now report using IFRS.
It was this Parliament’s 2002 game-changing decision to adopt IFRS from 2005 that got the
ball rolling.  If ever there were an example of European leadership in global financial 
regulation, this is it. Where Europe led, others have followed. Practically all of South 
America is now on board, Mexico and Canada in North America, the Caribbean, Australasia, 
many of the Asian growth economies, most of Africa and of course Europe, including non-EU 
countries such as Russia and Turkey. We cannot ignore that some economies yet have to 
fully commit to IFRS, but I will come back to that in a minute.
Enhancements to governance and public accountability
What about the IASB itself? Is the organisation ready to be the global accounting standard-
setter? In the last few years, a lot has been done to improve our governance.  
In 2009, we received public oversight by the creation of the Monitoring Board. The 
Monitoring Board, which consists of public authorities, such as the European Commission, 
the SEC and IOSCO,  appoints our trustees and oversees them.
The IASB feels this layer of oversight is very important. Our accountability to public 
authorities is a natural complement of our independence as a standard setter and we feel 
very comfortable with it. In 2010, both the Monitoring Board and our Trustees conducted a 
review of the governance structure and both came to the conclusion its basic tenets should 
be maintained. The Monitoring Board still has to decide upon its own composition, but that 
decision is obviously up to the Monitoring Board itself; 
European interests are fully represented across all three levels of our organisation.  Right 
now, Europe has around one third of the seats on the IASB and around one third of the 
Trustees. Both the Chair of the IASB (myself) and the Chair of the Trustees (Michel Prada), 
are European. 
The EU is represented on the Monitoring Board by Commissioner Barnier.  The Monitoring 
Board meets with our Trustees and the leadership of the IASB at least once a year, and we 
keep the Monitoring Board informed about our ongoing work. 
From bilateral to multilateral dialogue
Although we have improved our governance, we are still making efforts to become even 
more inclusive and responsive to the needs of our constituents. Let me explain how. As you 
may know, the IASB has spent much of the last 10 years working jointly with the US FASB to 
converge our standards. The G20 encouraged us to do so to pave the way for a single set of 
global standards. 
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That convergence programme is coming to an end, and with it the primacy of the bilateral 
relationship with our American colleagues will end as well.  In its place, we will have a 
multilateral advisory group of national standard setters and regional bodies such as the 
European Financial Reporting Advisory Group, or EFRAG.  
The proposals for this group, to be known as the Accounting Standards Advisory Forum 
(ASAF), were published last week and we intend to get the group up and running as soon as 
possible. The group will serve as an important advisory body for the IASB as we go about our 
work.  It will also help us to address other recommendations of the reviews, such as 
conducting more thorough cost/benefit analyses and post-implementation reviews of new 
IFRSs two years after they have come into effect. 
New agenda
Also in the last year, the IASB has consulted on its future work programme.  
Three broad themes emerged from the feedback we received.  First, after a period of pretty 
much continuous change over the last few years, most respondents asked for a period of 
calm, so that everybody can get used to the new financial reporting regime.  
Second, there was broad support for the IASB really focusing on the conceptual foundations 
to our standards.  
We will use the period of calm to rewrite our Conceptual Framework in which these basic 
concepts are written down. 
Third, we have also been asked to address some financial reporting challenges being 
encountered by new adopters of IFRS, particularly emerging economies, but also highly 
relevant to Europe and other regions. We will prioritise the needs of those already using 
IFRS such as Europe, as well as those that have committed to do so.
Challenges 
But before we can move on to our new agenda, we need to finish the remaining projects on 
our current agenda.  The four remaining projects are revenue recognition, leasing and 
financial instruments, which are all convergence projects with the FASB, and a fourth project 
of insurance contracts, which is primarily an IASB project. Progress has been steady, but 
slow and sometimes difficult. We have never sacrificed quality for the sake of convergence 
and sometimes convergence could not be reached. 

In the short time available today I do not propose to go into detail on these projects, but I 
am happy to answer any questions that you have. I just want to warn you that you may be 
approached by the leasing industry which wants to take the bite out of our upcoming 
leasing standard. Many leases have a heavy financing component and are very close to 
being a loan. Currently, most of these contracts are not shown on the balance sheets of 
companies. Keep in mind that these are not small numbers.  The worldwide equipment 
leasing market alone is worth over 600 billion dollars, most of which remains off balance 
sheet. We want investors to be able to see this real but hidden leverage. Since the financial 
crisis has been caused by excessive debt, we count on your sympathy for our efforts to shed 
more light on the real but hidden leverage in leases. 
The second challenge that we have is waiting for the US to decide what to do about IFRS.  
The US SEC has been a long-term supporter of our work. In 2007, the SEC recognised the 
high quality nature of IFRS when it allowed non-US companies with a US listing to report 
using IFRS. 
It is estimated that more than 500 companies, many of which European, are currently listed 
in the US using IFRS. This is no mean feat. 
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Unfortunately, a decision on the use of IFRS by American companies has not yet been made.
The SEC had intended to make this decision in 2011, but announced in July that it would 
postpone this decision yet again. This was disappointing and we hope that 2013 will bring 
better news. The United States has a big stake in our organisation and activities, and we 
would like to keep it that way. Also, for the call of the G20 Leaders for a single set of global 
accounting standards to remain credible, it is important that progress is made soon.
The absence of a US decision is no reason for us to stall our work. Despite the challenges I 
just mentioned, I remain very optimistic about the future. In the last decade, the use of IFRS 
around the world has reached critical mass. While the momentum of IFRS as the global 
accounting standard can be slowed down, it can longer be stopped.  
I hope I have made clear to you that we very ambitious in our efforts to improve ourselves 
as a global standard setter. In doing so, we stand ready to work very closely with our 
European stakeholders. This is my second visit to the Parliament since becoming Chairman 
of the IASB last year, and I am very happy to provide you with further updates as required.
Thank you.


