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Foreword: World Bank Treasury

The publication of this sixth edition follows fairly soon after the previous edition, as the con-
vergence in accounting standards has accelerated, despite some significant challenges.
International convergence in accounting standards under the leadership of the International
Accounting Standards Board (IASB) and the Financial Accounting Standards Board (FASB)
in the United States has now progressed to the point where more than 100 countries currently
subscribe to the International Financial Reporting Standards (IFRS).

The rush toward convergence continues to produce a steady stream of revisions to account-
ing standards by both the IASB and FASB. For accountants, financial analysts, and other
specialists, there is already a burgeoning technical literature explaining in detail the back-
ground and intended application of these revisions. This book provides a nontechnical yet
comprehensive managerial overview of the underlying materials.

The appearance of this sixth edition—already translated into 15 languages in its earlier edi-
tions—is therefore timely. In this edition, the World Bank Treasury has partnered with a major
bank in a client country to co-author and co-produce the publication. It is a logical step for the
Bank to draw on the considerable technical expertise available from such a partner, and it
brings an additional practical dimension to this publication by emphasizing strategic and
tactical implementation decisions made by financial regulated-statement issuers. The book
already forms the basis of a securities accounting workshop offered several times each year to
World Bank Treasury clients in central banks and other public sector funds.

Each chapter briefly summarizes and explains a new or revised IFRS, the issue or issues the
standard addresses, the key underlying concepts, the appropriate accounting treatment, and the
associated requirements for presentation and disclosure. The text also covers financial analysis
and interpretation issues and a commentary on implementation decisions to better demonstrate
the potential effect of the accounting standards on business decisions. Simple examples in most
chapters help further clarify the material. It is our hope that this approach, in addition to provid-
ing a handy reference for practitioners, will help relieve some of the tension experienced by
nonspecialists when faced with business decisions influenced by the new rules.

Kenneth G. Lay, CFA
Treasurer

The World Bank
Washington, D.C.
December 2010
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Foreword: FirstRand Limited

FirstRand Limited is proud to be a co-sponsor of this publication together with the World
Bank Treasury. FirstRand is a large, publicly listed financial services group which operates
largely in South Africa and on the African continent. Our growth strategy increasingly
requires us to develop business opportunities presented by the investment and trade flows
resulting from trade corridors that are rapidly emerging between Africa, India, and China.
Given that the World Bank is also active in these territories, we believe it is extremely appro-
priate for us to be associated with such a prestigious development institution, particularly as
a key part of the World Bank’s mandate is to protect transparency for stakeholders and pro-
mote adherence to best practice. These principles are also integral to the way FirstRand aims
to communicate with its many stakeholders, who fully support our own strategic intent: to
be the African financial services group of choice, creating long-term franchise value and
delivering superior and sustainable economic returns to shareholders within acceptable
levels of volatility.

In addition to financial sponsorship, the chief financial officer of FirstRand’s banking busi-
nesses and a team of his staff members actively contributed to the publication by researching
and writing on the latest technical IFRS issues. This collaboration is an example of how
FirstRand seeks to uplift and empower our highly skilled employees and further demon-
strates that our staff members are encouraged to improve their capabilities. Training and
education programs at FirstRand are regarded as an essential element of our investment in
human capital, and the content of these programs is based on needs identified from industry
trends, best practice, and research. Making a publication of this nature accessible to our
broader staff, to our clients, and to professionals and students in the areas where we operate
not only assists us in fulfilling our commitment to training and education, but also gives
members of our own staff an opportunity to contribute to the development of best practice
in accounting standards.

Sizwe Nxasana, CA(SA)
CEO

FirstRand Limited
Sandton, South Africa
December 2010
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Introduction

This text, based on five earlier editions that have already been translated into 15 languages,
is an important contribution to expanding awareness and understanding of International
Financial Reporting Standards (IFRS) around the world, with easy-to-read summaries of each
standard and examples that illustrate accounting treatments and disclosure requirements.

TARGET AUDIENCE

A conscious decision has been made to focus on the needs of executives and financial ana-
lysts in the private and public sectors who might not have a strong accounting background.
This publication summarizes each standard, whether it is an IFRS or an International Ac-
counting Standard, so managers and analysts can quickly obtain a broad overview of the key
issues. Detailed discussion of certain topics has been excluded to maintain the overall objec-
tive of providing a useful tool to managers and financial analysts.

In addition to the short summaries, most chapters contain basic examples that emphasize the
practical application of some key concepts in a particular standard. This text provides the
tools to enable an executive without a technical accounting background to (1) participate in
an informed manner in discussions relating to the appropriateness or application of a par-
ticular standard in a given situation, and (2) evaluate the effect that the application of the
principles of a given standard will have on the financial results and position of a division or
of an entire enterprise.

STRUCTURE OF THIS PUBLICATION

vi

Each chapter follows a common outline to facilitate discussion of each standard:

1. Objective of Standard identifies the main objectives and the key issues of the standard.

2. Scope of the Standard identifies the specific transactions and events covered by a
standard. In certain instances, compliance with a standard is limited to a specified
range of enterprises.

3. Key Concepts explains the usage and implications of key concepts and definitions.

4. Accounting Treatment lists the specific accounting principles, bases, conventions, rules,
and practices that should be adopted by an enterprise for compliance with a particular
standard. Recognition (initial recording) and measurement (subsequent valuation) are
specifically dealt with, where appropriate.
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Introduction

Presentation and Disclosure describes the manner in which the financial and non-
financial items should be presented in the financial statements, as well as aspects

that should be disclosed in these financial statements—keeping in mind the needs of
various users. Users of financial statements include investors, employees, lenders,
suppliers or trade creditors, governments, tax and regulatory authorities, and the
public.

Financial Analysis and Interpretation discusses items of interest to the financial
analyst in chapters where such a discussion is deemed appropriate. None of the discus-
sion in these sections should be interpreted as a criticism of IFRS. Where analytical
preferences and practices are highlighted, it is to alert the reader to the challenges still
remaining along the road to convergence of international accounting practices and
unequivocal adoption of IFRS.

A commentary discusses any debate surrounding a particular standard as well as
possible future developments or changes envisaged.

Implementation decisions related to strategic and tactical policy issues that might arise
are discussed in a separate section. No doubt users of this publication will be able to
add their own implementation problem points to the bullet points initiated in this new
section.

Examples included at the end of most chapters are intended as further illustration of
the concepts contained in the IFRS.

The authors hope that managers in the client private sector will find this format useful in
establishing accounting terminology, especially where certain terms are still in the explor-
atory stage in some countries.

CONTENT INCLUDED

All of the accounting standards issued by the International Accounting Standards Board
(IASB) through September 30, 2010, are included in this publication. The IASB texts are the
ultimate authority—this publication merely constitutes a summary.
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