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income in the context of both management accounting
and financial accounting and reporting. We hope to
provide more specific guidance in the future.

Jonathan Schiff, CMA, Ph.D., is a professor of accounting
at Fairleigh Dickinson University in Teaneck, N.J., and is a
member of IMA's Bergen-Rockland-Meadowlands Chapter.
You can reach him at schiff@fdu.edu.

Hannah Rozen, Ph.D., is an assistant professor of
accounting at Fairleigh Dickinson University and is a
member of IMA's Bergen-Rockland-Meadowlands Chapter.
You can reach her at hrozen@fdu.edu




observation is heartening. The respondent makes the
association between ACT practice consistency across the
organization and the strengthening of internal control.

“ACT disclosure in general purpose financial
statements shouldn’t be required; the analysts already
have enough to chew on.” This assertion is an important
one to consider. It’s certainly true that those who prepare
financial statements have much to contend with these
days. For evidence of this, you only need to look at
the ever-growing fees that companies pay for their
independent audit or even the latest edition of one of the
Intermediate Accounting textbooks, which has ballooned
to more than 1,600 pages. Nevertheless, one of the key
stakeholders, the analyst community, doesn’t view the
value of current financial reporting practices uniformly.
For example, analysts value segment reporting far more
than they do pension and other post-employment
liabilities reporting. By this token, the addition of ACT
reporting in the Notes to Financial Statements section on
property, plant, and equipment shouldn’t be arduous for
preparers, especially when you consider the potential
value this information may have for people who rely on
financial statements.

“We're reviewing our ACT right now—good timing!”
We received this comment and similar ones from
several survey respondents. Some say that their ACT
hasn’t been reconsidered for more than 10 years. This
raises an important point: Wouldn’t it make sense for
management to review their ACT convention at least
every five years, or sooner if the industry is experiencing
significant inflation or deflation?

“ACT disclosure in Form 10-K should be required
to improve transparency.” We agree. This proposed
disclosure should be a “win-win” for companies,
analysts, investors, and the public. Because ACTs are
very understandable and usable, disclosure would be
a real positive for companies in need of bolstering this
aspect of internal control. ACT disclosure would also
help remove some of the tarnish that has accumulated
on our noble profession and restore its luminous glow.

“Our auditors would have to be lucky to find ACT
exceptions.” This comment is concerning but not
unexpected. The topic of ACT rarely is covered at the
university level, nor has it been the subject of practical
research. Though we have no empirical evidence to
share on this point, the independent auditor community
would be wise to consider what some might perceive
as a “sleepy” topic and wake up to the reality that their
audit teams may not be applying an appropriate level
of rigor to ACT practices. Those in an internal control
role should consider the consistency in level of attention
to ACT practice, particularly as it relates to the risks
associated with increasing globalization, enhanced
pressure to reach aggressive reported earnings targets,
and challenging business settings with often less-than-

mature internal control environments.

“Exceptions to our ACT policy read like War and
Peace.” At least this person knows there’s a problem!
That's the first step in rehabilitating the ACT convention
in any company. Because a serious number of
exceptions to any policy tied to internal control and
financial reporting is worrisome, internal auditors
should launch a study to find out why these exceptions
exist in the first place. This should be done with a view
toward establishing a company-wide “no exceptions”
or “limited exceptions” policy that aligns with internal
guidelines on compliance, ethics, and integrity.

“We have one ACT for IT purchases and another
for other assets.” This comment is interesting. Should
there be more than one ACT standard within the
same company or within different departments in the
company? Questions that might be asked include:

e Why does this practice exist, and what benefits
and risks are associated with it?

e What problem was being addressed when this
practice was instituted?

e Does this practice enhance or reduce internal
control?

e Does this practice create any real value to the
company as a whole?

e What's unique or different about, say, IT
purchases compared to other asset purchases?

These comments from a representative cross section
of finance leaders suggest that ACT research needs to
be extended to a larger sample to validate and better
understand this significant accounting and reporting
issue from a variety of perspectives, including general
purpose financial statement reliability, management
accounting issues, internal control practices, and
the overall goal of enhancing the quality of our
contributions to market stability, economic growth, and
our professional integrity.

FUTURE CONCERNS

We set out to investigate whether there was
comparability in Asset Capitalization Thresholds across
companies. By examining a broad range of companies,
many similar in size and structure, we found that ACTs
aren’t comparable across organizations and, in fact,
are drastically different. Dividing our sample based on
industry, revenue level, or ownership type didn’t explain
this extreme variation.

Our study results indicate real concerns as well as
an opportunity to enhance the clarity of reported net
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comments about each one. profitability measures. There are potential internal control
“Each of our divisions has its own ACT policy.” This issues as well. Additionally, the Form 10-K consolidation

practice could make suspect business-unit-level internal/ may represent a lack of internal consistency.

managerial accounting reports, including business-unit “ACT consistency should enhance internal control.” This



exists, too, between companies earning more than and
less than $1 billion in annual revenues. The differences
appeared slighter, however, in our sample of smaller
companies. See Table 4.

Figure 1 is a breakdown of Asset Capitalization
Thresholds by company. It shows that roughly half
settled on an ACT of $1,000 or $5,000, with just a few
outliers choosing $10,000 or more.

SOME PREDICTABLE PATTERNS

As you would expect, the smaller companies reported
the smallest thresholds, whereas the largest ACTs belong
to the larger companies. But as Figure 2 illustrates,
there’s still an extremely wide range of ACTs within size
categories: from $100 to $10,000 for the less than $1
billion companies and from $500 to $20,000 for those
with reported revenue of more than $1 billion.

Finally, we divided the sample based on ownership
model (public or private) in order to investigate whether
ownership type could shed some light on ACT choice.
Once again, however, we found that it didn’t. In fact,
ownership type explains even less than revenue level
seems to do. As Figure 3 shows, private companies have
ACTs from $100 to $20,000, while public companies’
ACTs are almost as widely distributed: $500 to $20,000.

WHAT IT MEANS TO YOU

What little we know about ACT to date creates some
serious concerns for financial, accounting, and business
leaders because:

1. It makes benchmark comparisons of companies’
reported net income within the same industry very risky.

2. It diminishes the utility of commonly used

reported net-income-based  financial ratios and
performance measures.
3. From an internal control  perspective,

geographically far-flung business units may take liberties
with respect to ACT period-to-period consistency to
boost their reported earnings.

4. It may tarnish the credibility of professional

accountancy, including the way the public views
the accounting profession and business in general.
The financial statement user community relies on the
accounting profession to provide financial information
that is comparable across companies in the same
industry. Significant variation in ACTs across an industry
that impacts reported earnings could reduce the
credibility of the accounting profession given that the
disclosure fix in the notes to financial statements is so
simple.

5. It may reinforce the notion that government
regulators aren’t effective in looking out for the public
interest. For example, the U.S. Securities & Exchange
Commission (SEC) grants the FASB its financial standards
promulgation role. Yet the SEC has issued its own
guidance on financial reporting when it has felt it was
appropriate. If the SEC didn’t address the ACT disclosure
issue if diversity in practice drives a distorted view of
reported net income, it could be awkward.

SPEAKING OUT
Participants in our study offered several opinions
on the subject of ACTs. Here’s a sample along with our
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1 2 Company A’s net income would be lower than Company

B’s by $2,700 after considering depreciation for year one
and assuming an equipment life of 10 years with no salvage
value. The $2,700 would contribute to the difference in net
income between Companies A and B.

At this point, we should note that the Internal Revenue
Service (IRS) and government accounting regulators have set
guidelines for asset capitalization. But these have no bearing
on Generally Accepted Accounting Principles (U.S. GAAP),
International Financial Reporting Standards (IFRS), and the
related general purpose financial statement preparation
that’s the focus of our study.

Table 1:
COMPAMNY A B
Net revenua F200m404 F200M04
Reported net income 50004 E7.5MM
Table 2:
COMPANY A B
Met revenus F200n404 F200mMM
Reported net income E5.004 E7.5MM
Capitalization threshold £5,000 £2.500
Expenses F150MM 2147500

WHAT OUR SURVEY REVEALED

We surveyed participants at a CFO Rising conference
workshop that one of us conducted recently. The respondents
represented 39 different companies:

Industries. The respondent companies belong to a broad
range of industries, which we grouped into four categories:
Financial Services (five companies), Manufacturing (five
companies), Nonfinancial Services (15 companies), and
Other (14 companies).

Revenue Levels. Two-thirds of the sample (26 companies)
earn revenues greater than $1 billion annually, and 13
companies earn less than $1 billion.

Ownership Categories. While our sample included both
publicly traded and privately held corporations, public
companies made up almost two-thirds of the entire sample
(25 companies).

Table 3 displays ACTs for the combined sample divided

by industry. Included are the minimum reported ACT, the
maximum reported ACT, the most commonly reported ACT
(the mode), and the mean. The number of companies in
each industry is listed in the far right-hand column.

As you can see, there’s great diversity in ACT choice, with
some thresholds exceeding others by as much as 4,000%!
Even in Manufacturing, where the least diversity exists,
maximums are triple the minimums reported.

To better understand why ACTs are so divergent, we
divided the sample by revenue level to see whether ACTs
are more consistent between companies of similar sizes.
For the most part, we found that they aren’t. Great disparity



ENTERING UNCHARTED TERRITORY

As the old saying goes, sometimes something very
valuable can be found “right under our noses.” In this
article, we’ll share our latest research into a fundamental
accounting practice that has significant bearing on
reported periodic net income but hasn’t been discussed
widely. Every company, private and public, has an
Asset Capitalization Threshold. As such, contemporary
ACT practices should be of serious interest to several
important stakeholders, including but not limited to,
internal and external financial analysts, controllers, and
regulators.

Management accountants and those involved in
financial planning and analysis regularly use reported
net income to make a variety of decisions, including
which business units or segments are more profitable
than others, and to assess the financial health of
customers or suppliers. Therefore, consistency of ACT
within a company is critical. Controllers should be
very interested in how their company’s ACT compares
with that of their peers, with a view toward coherent
benchmarking. Regulators, too, should be interested in
supporting disclosures thatactually improve transparency
and clarity regarding reported periodic earnings without
increasing the cost and complexity of compliance. The
disclosure of ACT in the notes to financial statements
would satisfy these criteria and could even improve the
public image of the accounting profession.

SHEDDING MORE LIGHT ON ACT

Why is understanding ACT practices important
today? To help answer this question, we’ll present a
simple illustration of ACT in two companies.

For this example, assume that the two companies
shown in Table 1 are identical in every way, yet
Company B reports net income 50% greater than that
of Company A. How can this be possible, assuming that
this difference isn’t a function of inventory cost flow
assumption options, choice of depreciation/amortization
practices, or any of the “usual suspects”?

Some perspective will prove valuable before we

address the question. FASB Concepts Statement No.
8 includes authoritative guidance on “Enhancing
Qualitative Characteristics.” The Statement indicates
that comparability, verifiability, timeliness, and
understandability are qualitative characteristics that
enhance the usefulness of information that's relevant
and faithfully represented. These characteristics also may
help determine which of two ways should be used to
depict an economic phenomenon if both are considered
equally relevant and faithfully represented.

The FASB states that “Comparability is the qualitative
characteristic that enables users to identify and

understand similarities in, and differences among, items.
Unlike the other qualitative characteristics, comparability
does not relate to a single item. A comparison requires
at least two items...Consistency, although related to
comparability, is not the same. Consistency refers to
the use of the same methods for the same items, either
from period to period within a reporting entity or in a
single period across entities. Comparability is the goal;
consistency helps to achieve that goal.”

In our view, ACT practices are impacted by both
consistency and comparability considerations, which
give rise to several concerns that will surface in detail
later. Here’s just one to whet your intellectual appetite:
How can financial analysts rely on reported net
income, earnings per share, and other net-income-
based performance measures if individual companies
in the same industry have different ACTs? Additionally,
how can we not avoid distortions in reported business
valuations if there’s a lack of transparency with respect
to ACTs?

Now back to our sample companies, A and B. As
shown in Table 2, they have different ACT conventions,
which means, everything else being equal, their results
of operations will also be different—even though both
companies are the same in every other way.

Now let’s drill down a bit. Based on each company’s
ACT selection, if Company A and Company B each
purchase $3,000 in equipment, Company A would
expense it and Company B would capitalize it

-
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mAsset capitalization
thresholds: Is Diversity
a Good Thing?

The decision is made thousands of times a day in companies around the world:
Should a recently purchased asset be expensed currently, or should it be capitalized
and depreciated over its useful life? The Financial Accounting Standards Board
(FASB) provides no specific guidance to companies regarding what the threshold
level should be. But it does stress that financial statements must provide information
that’s consistent and comparable across similar companies, as stated in FASB
Concepts Statement No. 8, Conceptual Framework for Financial Reporting.



or less during the last three years. This should include
most companies, as it has been reported in recent years
that only about 0.2% of businesses by assets and about
0.1% of businesses by amount of receipts exceeded
the threshold level of $10 million. Smaller firms don’t
currently have to file either the §481A adjustment or
Form 3115 for 2014. They were also allowed to file
methods changes prospectively during the first year of
the effect of the regulations (2014). These elements of
relief affected most firms and were greatly appreciated
by the community.

ButRev. Proc.201520- leftone large issue unresolved.
The rules further divided firms into those that had an
acceptable financial statement (AFS) and those that did
not. An acceptable financial statement is defined as one
that is (in descending priority) either:

e A financial statement required to be filed with the
Securities & Exchange Commission (SEC);

e A certified audited financial statement that is
accompanied by an independent CPA’s report that's
used for credit purposes; for reporting to shareholders,
partners, or similar persons; or for any other substantial
nontax purpose; or

e A financial statement (other than a tax return)
required to be provided to the federal or a state
government or any federal or state agency other than the
SEC or IRS.

Those companies that have an acceptable financial
statement were given a safe harbor for expensing, instead
of capitalizing, relatively inexpensive (de minimis) items.
With an acceptable financial statement, a company
could automatically expense any single invoice item
of $5,000 or less. Without such a statement, expensing
could only be automatic for invoice items of $500 or
less. This safe harbor applies regardless of the expected
lifetime of the item in question.

Most firms, particularly smaller ones, don’t have
audited financial statements. Most also don’t report
results to the SEC, using either their tax forms or a review
or compilation to show their results to stakeholders.

Reaction to this provision had been substantial. The
Advocacy Office of the United States Small Business
Administration (SBA) held focus groups to determine
the perceived impact of this distinction between firms
based on financial reporting. Opinions were very much
in favor of increasing the de minimis amount for firms
without acceptable financial statements. Suggestions
were to raise the limit from $500 and ranged from
$1,000 to $5,000 for all of those firms without
acceptable financial statements. One reaction was that
even as simple a thing as a broken window could cost
more than the $500 limit. Organizations such as IMA®
(Institute of Management Accountants), the AICPA, and

the Advocacy Office of the SBA submitted comment
letters regarding the revenue procedure. Each of those
organizations named urged the Treasury to increase the
de minimis amount of $500. Indexing of the amounts
involved was also recommended.

The use of either the $500 or the $5,000 safe harbor
isn’t automatic. An election specifying that the company
will use the safe harbor must accompany the timely
(with extensions) filed tax return for the year in which
the expenses are made. In addition, those firms that have
acceptable financial statements must also have written
policies in place regarding the use of the de minimis
amount. These policies must be dated prior to the
beginning of the tax year in question. Firms without the
proper financial statements don’t need a written policy
in place. The safe harbor isn’t a method of accounting
and isn’t connected to the filing of Form 3115.

The deadline for public comments on the safe harbor
amounts was April 21, 2015. A response to the comments
submitted hasn’t been promulgated as of this writing. It's
possible that responses will be put forth by the time of
publication of this analysis, but the likelihood of that is
unknown. If and until this issue is settled otherwise, the
$500 and $5,000 limits have the force of the law of the
land.

Gerald Silberstein, CMA, CFM, CPA, Ph.D. is
an assistant professor and the accounting program
coordinator at The Sage Colleges in Albany, N.Y. He is a
member of IMA’s Tech Valley Chapter. You can contact
Gerry at silbeg@sage.edu.
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September 2013, the Internal Revenue
Service (IRS) issued final regulations

N

regulations.” In August 2014, regulations detailing the
treatment of dispositions of tangible property were issued.
Tangible property must generally be capitalized, but a safe

regarding the treatment of getting,
repairing, and improving physical
property, known as the “repair

harbor was provided that allowed for items either below
a certain value or with a life of 12 months or less to be
expensed. Both the repair regulations and tangible property
regulations were effective for all fiscal years beginning on or
after January 1, 2014.

The IRS followed these up in January and September 2014
with revenue procedures that provided the steps necessary

for the accounting method changes required to comply
with the new regulations. Two additional sets of procedures
dealing with related changes in accounting methods were
issued in January 2015.

The reaction to these regulations and procedures was
widespread. More than 40 state accounting societies and the
American Institute of Certified Public Accountants (AICPA)
protested the changes, particularly as they applied to small

and medium-sized entities (SMEs). The rules insisted that
all companies file Form 3115, “Application for Changes in
Accounting Methods,” and a §481A adjustment and that
these documents couldn’t be filed on a prospective basis.
Revenue Procedure 201520-, issued in February 2015,
simplified the process for “small business taxpayers,”
which were defined as firms that either (1) had assets of
$10 million or less or (2) averaged revenue of $10 million
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OR NOT TO
EXPENGE

Recent IRS regulations provide a safe harbor for small
companies to expense relatively inexpensive items. But

the maximum value of items depends on whether the
company has an acceptable financial statement.
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6 responsibilities to provide accurate and effective analysis

and reporting products to our stakeholders is self-evident.
If you aren’t familiar with your organization’s IT and data
governance structures, | encourage you to explore them
further, understand them, and even contribute to them in the
spirit of ensuring our reporting lifeblood—data—is accurate
and protected.

Sidebar: A Stressful Question

Tony is running the end-of-year inventory balances
by location in preparation for this weekend’s physical
inventory count. He and his team plan to work with the
materials management team and their auditors to confirm
the inventory count and value at each location. As he’s
finishing up, the phone rings. He picks it up to receive a
less-than-warm greeting from the auditors indicating that
they won't participate in the physical inventory because they
understand the data in the inventory reports is inaccurate.

Tony takes a deep breath. Then he pleasantly responds by
explaining that he’s confident the inventory count and value
information on the reports are correct. Eight months ago,
he would have panicked. At that time, he discovered that
the data and system access (IT) governance structures that
dictated who and when inventory data could be updated
(e.g., location quantity changes, per-unit piece prices, bill of
material component changes) were lacking or nonexistent.
Inventory clerks were regularly making changes without
any oversight or sign-off. Anyone in accounting was able
to change the material master pricing fields. These and
other issues prompted a full review of the governance and
related policies, procedures, and system security settings.
These shortcomings were cleaned up, and data was
scrubbed to accurately reflect inventory counts and costs
by inventory location across the organization. It had been a
long haul working with a cross-functional team, including
the Accounting, Purchasing, Receiving, and Shipping
departments as well as the inventory manager, to ensure
the current snapshot was accurate. More important, they
established controls to ensure that the data entered at the
docks (receiving and shipping) as well as internal physical
inventory moves and adjustments (in other words, inventory
processes) had clear ownership and accountability within
the organization.

Tony was confident his reports were accurate because
the data in the enterprise resource planning (ERP) system
was sound. With the overview provided, the auditors agreed
on a time to meet the next day and hung up. As he was taking
one last look at the reports, Tony noticed an alignment error,
turned to his computer, and reformatted the report. As he
groaned a bit, he thought to himself, “Well, at least it’s just a
formatting issue this time.”

Eric Matyac, PMP, is the practice lead of the Business
Planning and Execution, Process, and System Optimization
Practice at Experis. He is a member of IMA’s Cleveland
Chapter and the IMA TS&P Committee. You can reach Eric
at eric.matyac@experis.com



enerally when people hear the word

“governance,” they think of the

governments  of  nations,  regions,

provinces, states, cities, counties, or
other civic bodies based on physical geographies and
how they regulate their constituents. Within the confines
of business, there are numerous and specific types of
applicable governance (such as corporate governance,
projectand program governance, information technology
(IT) governance, data governance, and others). As part
of the IMA® Technology Solutions & Practices (TS&P)
Committee, | wanted to step back to discuss the topic
of IT governance and its applicability to accounting and
finance professionals.

Why raise the matter of IT governance atall? As users of
systems, technology, and data, we finance professionals
are invested in the integrity of our information and its
sources. Inevitably, we all have developed and provided
a report that isn’t well received by our stakeholders based
on the story, or implied story, behind the numbers. One
of the first questions often is, “Are you sure these numbers
are right?” Our first reaction is to state vehemently, “Of
course, the numbers are correct”” When this situation
comes up, do you ask yourself if the numbers are
accurate? If so, how do you know? If not, how can you
gain confidence that they are correct? (For an example
of this situation, see “A Stressful Question.”) One of the
factors in providing accurate reporting and analysis lies
in having accurate data as an input to the reporting and
analysis process. Developing confidence in the data
comes from knowing and understanding that the source
data was captured accurately and is effectively and
accurately maintained in our organization’s systems. IT
and data governance can provide the structure and rules
to ensure data accuracy and availability while managing
the associated risks.

In 2005, Standards Australia established AS8015-
2005, an IT governance standard, as a Corporate
Governance of IT Standard with a vision of two
substandards: one for project management and one for
service management of IT. Subsequently, in 2008, the
International Organization for Standardization (ISO)
and the International Electrotechnical Commission (IEC)
established ISO/IEC Standard 38500:2008, “Corporate
governance of information technology,” based on the
Australian standard. Prior to this, numerous frameworks
were available and in use to both greater and lesser
degrees. From a management perspective, the numerous
different standards and —frameworks—CobiT (Control
Objectives for Information and Related Technology),

ITIL (Information Technology Infrastructure Library),
ISO 2700127002/, 1ISO 20000, PRINCE2 (PRoj-ects
IN Control Environments, version 2), PMBOK (Project
Management Book of Knowledge), TOGAF (The Open
Group Architecture Framework), IT balanced scorecards,
andsoon—supporteffective, efficientbusiness operations
that incorporate element accountability, performance,
and risk. IT governance provides essentially the same for
organizations’ technology capabilities.

ISO/IEC 38500:2008 was subsequently updated
to ISO/IEC 38500:2015. According to ISO’s website,
“ISO/IEC 38500:2015 provides guiding principles for
members of governing bodies of organizations (which
can comprise owners, directors, partners, executive
managers, or similar) on the effective, efficient, and
acceptable use of information technology (IT) within
their organizations.”

In short, it provides high-level guidelines in a fashion
similar to corporate governance for organizational
technology employment. More detailed information,
policies, procedures, guidelines, work processes, and
the like are necessary to run IT operations effectively
within an organization.

ENSURING YOUR DATA'’S INTEGRITY

Every organization with shared data is concerned with
data integrity. Data governance, a specific subelement
of IT governance, parallels the capabilities of corporate
governance and IT governance at the data level. This can
be as simple as a set of rules specifying what data (e.g.,
system fields) is to be entered by whom, when, and from
what source, to as complex as you want (e.g., multiple
levels of data entry, audit, and control structures).

According to the Data Governance Institute
(DGI), data stakeholders include anyone who “has an
interest in how data is created, collected, processed
and manipulated, stored, made available for use, or
retired.” This allows for a much broader discussion
than mentioned previously. DGI provides a framework
for aligning people, processes, and actions (people
and organizational bodies, processes, and rules of
engagement) to support an organization’s data-—related
matters. These matters lie at the center of our —analytical
and reporting products.

At first glance, it may appear that IT and data
governance are relevant only to our board members and
executive management, but the inherent connection
between these governance structures and our professional
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Information technology governance isn’t just an issue for top management.
All financial professionals should be familiar with it.
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The sharp vision and
determination to achieve goals

God has destined to this country, men who have devoted
themselves to serve Islam religion and Saudi Arabia, our
homeland. Since the foundation of the kingdom at the hands
of the late founder King Abdulaziz - may Allah have mercy on
him - and after him his incomparable sons following the same
approach which is reflected, in the huge development wit-
nessed by the Kingdom and the rank it holds among developed nations.

The courageous decisionsissued from to time by the Custodian of the Two Holy Mosques King Salman
bin Abdul Aziz - may God protect him - proved to the whole world that King Salman is a great long-prac-
ticed commander. His high-profile, political and economic skills and his strong determination to introduce
radical changes and to take major decisions, yielded for a broad and concrete developments in various
fields. This come in line with his vision and determination to achieve the strategic goals, to proceed with
the infusion of young blood in the government, and to instil confidence in young generation to lead the
Kingdom in order to reach the rank it deserve within the great powers.

We, in the Saudi Organization for Certified Public Accountants (SOCPA), receive from officials great
support and assistance in order to move forward in achieving the goals of our country, and consequently
catching up with major countries. SOCPA is actively involved in a number of international committees and
gatherings related to the accounting and auditing profession such as, the annual meeting of the world
standards setters, the annual meeting of the Asian-Oceanian Standard-Setters Group (AOSSG), and the
Consultative Group for Shariah-Compliant Instruments and Transactions. Through these involvements
SOCPA is seeking to ensure that IFRSs achieve its objectives in light of Saudi Arabia environment.

In this aspect, SOCPA recently hosted in the city of Riyadh the tenth meeting of the Emerging Econo-
mies Group (EEG) of the G-20, established by the IFRS Foundation, which is intended to further enhance
theinfluence of emerging economiesin the development process of IFRSs, mainly aimed at supporting the
participation of these economies in the preparation of international standards. This group includes King-
dom of Saudi Arabia, Argentina, Brazil, China, India, Indonesia, Korea, Malaysia, Mexico, Russia, South
Africa and Turkey. Countries participating in the Group hosts the Group meetings on a semi-annual basis.
The main topic of discussion was to consult on the priorities of IASB agenda for the next five years, where
TASB’ works related to standards under preparation and existing studies and research, were presented.
Also, one of the issues raised for discussion was TASB’ study on the issuance of accounting requirements
for business combinations under one control, as such type of business combination is not subject to the
requirements of current standards. SOCPA presented the Opinion issued by SOCPA accounting standards
committee with respect to this subject, which proved to be consistent with the proposals of IASB’ study.

In conclusion, T ask God Almighty to grace us perpetuate security and safety and to preserve for this
country, its leadership, its security, stability and saves our citizen from all harm.
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