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IFRS, the accounting framework
used by most companies in the world
today, is likely to be adopted soon in
the U.S. Most companies will require
a significant investment of time and
resources to address the strategic,

business and technology related issues

that will arise in a conversion to IFRS.

Q. What advice can you offer companies
that need to plan and prepare for IFRS?
As IFRSis accepted in more
jurisdictions, both mandated as a
filing requirement and as an approved
source of financial information,
organizations should take this
opportunity to review how their
financial processes may be directly
and indirectly affected by IFRS. This
is materially significantin light of the
financial systems and data that drive
performance management. In many
cases, financial information provides
the foundation for decision making
processes including forward-looking
budgeting, forecasting and planning;
historical reporting and analysis; and
real-time dashboards and scorecards.
The challenge is to continue fulfillment

inthese decision-making areas while
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reviewing the scope and impact of

IFRS on the financial data supporting
these systems.

IFRS will require a number of changes
to processes and finance systems
atvarious levels, from base-level
transactions to summary-level details
across a broad range of financial
accounts and ratios. The directimpact
may be feltin many critical systems,

in particular the close, consolidate,

report process, including pre-close,
post close and financial consolidation
activities.

In light of this, we believe itis prudent to
assess opportunities forimprovement
as early as possible and take a look at
the entire close, consolidate, report
cycle, including the analytics and
reporting needed to support a stronger,
cost-effective financial governance
environment. The trickle-down effect
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into performance management
should flow automatically from this
assessment.

Scrutiny of the close, consolidate,
report process should focus on three
important areas.

First, ensure the completeness of

data preparation across operational,
management and statutory financial
information. The old adage, “bad data
in, bad data out,” has never been more
important. Reporting and reconciliation
systems that provide insight into the
information are essential at this stage.
Important considerations include
being able toreporton and analyze
individual transactions affected by IFRS
and oversight at the reporting level to
see the changes and understand the
information under the new guiding

principles.

Second, evaluate the state of your
financial consolidation system. How
have the processes evolved and how
confident are you in the data quality? All
too often, the systems and processes

in place are the result of numerous
additions and extensions, perhaps
through acquisitions and divestitures,

perhaps through reactive changes.

Spreadsheets usually function as the
“ducttape” of these processes. They
offer comfortin knowing that the patch
works (although with a lot of effort)
and discomfort in knowing that the
long-term risk for erroris high. IFRS
may require the adoption of different
accounting policies for investments,

inventories and reporting adjustments.

Sonow might be a good time to
automate and transform the systems
to support the delivery of financial
statements.

Third, prepare your downstream
reporting. Post-close distribution of
financial statements to internal and
external shareholders absolutely
requires insight into the details of
differences broughton by IFRS.
Finance stakeholders who are
accountable for financial results
should have the means to understand
the data. Business stakeholders
should have the means to make
decisions. Still, too often surveys
reveal a gap in the overall satisfaction
regarding reporting timeliness and
impact. Now may be anidealtime

to review reporting and information

systems linked to financial data.

In short, your pre-IFRS review should
focus onthese three areas:

e Completeness in preparation
of statutory and management
information

e Information accessibility and
understanding through financial
analytics and reporting

e Direct support for performance and
compliance imperatives

IFRS offers an important opportunity
to tackle those areas that could benefit
from automation and transformation,
especially where the enterprise
information systems that drive decision
making are supported by financial
data. But with all the possible avenues
of review, itisimportant to not take
your eye off the prize, ensuring that
reporting systems are IFRS-ready
across operational, financial and

statement reporting.
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