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12 December 2008 
 
 
 
Sir David Tweedie 
Chair  
International Accounting Standards Board 
30 Cannon Street 
London EC 4M 6XH 
 
 
 
Dear Sir David 
 
I am writing in advance of the Board’s meeting next week when I understand it will 
be considering certain issues in relation to IAS 39 and the European Commission’s 
letter dated 27 October that is requesting changes to areas such as the fair value 
option, embedded derivatives, and the impairment of available for sale assets.  
   
First, IMA1 supports the IASB developing high quality accounting standards that are 
applied consistently internationally, and which maximise the transparency and 
comparability of accounts for our members.  It is crucial to that development that the 
IASB follows due process.  Although we appreciated that it may have been necessary 
to suspend due process when amendments were made to IAS 39 in October to align 
it with US GAAP, we believe that this was an exceptional situation and that it should 
not establish a precedent.   
 
Secondly, whilst it may be appropriate to ask the IASB to accelerate its efforts, we 
have concerns that the Commission is requesting changes “in December to allow 
preparers to draw year end financial statements”.  These are complex areas of 
accounting and making changes in such a condensed time frame will almost certainly 
result in unhelpful reporting and have unintended consequences.  This would only 
serve to confuse users and reduce comparability and consistency in financial reports.   
 
Thirdly, any changes to accounting standards that give companies the opportunity to 
present results more favourably as would be the case with the changes requested to 
the fair value option and the impairment of available for sale assets could potentially 
mean a rush to the bottom in terms of standards and give investors concerns.  In 

                                            
1 IMA represents the asset management industry operating in the UK, and includes 
independent fund managers, the investment arms of retail banks, life insurers and investment 
banks, and the managers of occupational pension schemes. Our members are responsible for 
the management of approximately £3 trillion of assets invested on behalf of their clients 
globally. In managing assets for both retail and institutional investors, IMA members are 
major investors in companies and have an interest in the requirements governing how such 
companies prepare their accounts and the information disclosed to them as users of that 
information. 



particular, the current crisis originated in the collapse of the leveraged loan and bank 
loan markets – banks still originate loans but no longer carry them to maturity.  Only 
by exposing the “bad news” by marking such assets down to realistic prices can 
confidence in those markets be restored, trading resume and markets recover.  The 
absence of realistic and transparent information is likely to mean that markets apply 
their own more exaggerated discounts.  Investors want transparency about the 
current problems within financial institutions and any attempts to hide these 
problems will erode confidence. 
 
Lastly, IMA supports the convergence of IFRS and US GAAP to achieve a harmonized 
set of global accounting standards that are comparable.  However, the proposals in 
the Commission’s letter are inconsistent with this. On the one hand, the letter 
proposes changing accounting for embedded derivatives to eliminate differences 
between US GAAP and IFRS and on the other, proposes a change to the fair value 
option that increases the divergence between the two.   If current IFRS is better 
then the IASB should maintain the difference and it should be US GAAP that 
changes, it should not seek to diverge further. 
 
Undoubtedly the current credit crisis requires rapid measures by governments and 
regulators.  However, fundamental changes in accounting should be implemented 
only after due process and the involvement of all stakeholders.  
 

I trust that the above is self-explanatory but please do contact me if you require any 
clarification of the points in this letter or if you would like to discuss any issues 
further. 

Yours sincerely 

Liz Murrall                 
Director, Corporate Governance and Reporting 
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