
 

 
 
 
 

Convergence for 
Corporate 

Financial Reporting 
 
 

 
 
 
 
 
 
 
 
 
 
 

Bruce Pounder 
 
 
 



i 

Table of Contents 
Preface ................................................................................................................................................. vii 
 
Chapter 1 – Introduction to the Convergence of Financial Reporting Standards .............................. 1 

Learning Objectives ............................................................................................................................. 1 
Introduction.......................................................................................................................................... 1 
Financial Reporting Supply Chain ........................................................................................................ 1 
Role of Standards in the Financial Reporting Supply Chain .................................................................. 2 
Financial Reporting Standards ............................................................................................................. 4 
How Financial Reporting Standards Differ among Countries ................................................................ 4 
What Convergence Is—and Is Not ....................................................................................................... 5 
What Is Causing Convergence? ........................................................................................................... 8 
Conclusion........................................................................................................................................... 9 
Review Questions .............................................................................................................................. 10 
Review Answers ................................................................................................................................ 11 

Chapter 2 – How Convergence Will Impact the United States ........................................................... 12 
Learning Objectives ........................................................................................................................... 12 
Introduction........................................................................................................................................ 12 
Direct Effects of Convergence ............................................................................................................ 12 
Indirect Effects of Convergence ......................................................................................................... 15 
Who Wins? Who Loses? .................................................................................................................... 18 
Conclusion......................................................................................................................................... 18 
Review Questions .............................................................................................................................. 19 
Review Answers ................................................................................................................................ 20 

Chapter 3 – Prepare for the Impact of Convergence Now ................................................................. 21 
Learning Objectives ........................................................................................................................... 21 
Introduction........................................................................................................................................ 21 
What’s the Rush? .............................................................................................................................. 21 
Adverse Consequences of Waiting to Prepare ................................................................................... 22 
Impeding Factors ............................................................................................................................... 24 
Conclusion......................................................................................................................................... 25 
Review Questions .............................................................................................................................. 26 
Review Answers ................................................................................................................................ 27 

Chapter 4 – Conceptual Frameworks ................................................................................................. 28 
Learning Objectives ........................................................................................................................... 28 
Introduction........................................................................................................................................ 28 
Comparison of Conceptual Frameworks............................................................................................. 29 
FASB-IASB Joint Conceptual Framework Project ............................................................................... 29 
Conclusion......................................................................................................................................... 32 
Review Questions .............................................................................................................................. 33 
Review Answers ................................................................................................................................ 34 

Chapter 5 – Principles-Based Standards............................................................................................ 35 
Learning Objectives ........................................................................................................................... 35 
Introduction........................................................................................................................................ 35 
Principles versus Rules ...................................................................................................................... 35 
U.S. GAAP versus IFRS: Where Are We Now? .................................................................................. 36 
“Principles Alone” versus “Principles Plus Rules” ............................................................................... 36 



ii 

Outlook for Converged Standards ...................................................................................................... 40 
Conclusion......................................................................................................................................... 41 
Review Questions .............................................................................................................................. 43 
Review Answers ................................................................................................................................ 44 

Chapter 6 – Different Standards for Different Companies? ............................................................... 45 
Learning Objectives ........................................................................................................................... 45 
Introduction........................................................................................................................................ 45 
Background ....................................................................................................................................... 45 
Differential Standards: Three Questions ............................................................................................. 48 
How Convergence Is Fostering Differential Standards ........................................................................ 52 
Conclusion......................................................................................................................................... 52 
Review Questions .............................................................................................................................. 54 
Review Answers ................................................................................................................................ 55 

Chapter 7 – Financial Statements: A First Look................................................................................. 56 
Learning Objectives ........................................................................................................................... 56 
Introduction........................................................................................................................................ 56 
References to Standards ................................................................................................................... 57 
Principal Financial Statements ........................................................................................................... 59 
Conclusion......................................................................................................................................... 61 
Review Questions .............................................................................................................................. 62 
Review Answers ................................................................................................................................ 63 

Chapter 8 – Fair Value and Related Measurement Issues ................................................................. 64 
Learning Objectives ........................................................................................................................... 64 
Introduction........................................................................................................................................ 64 
Background on Measurement ............................................................................................................ 64 
Focus on Current Exit Price ............................................................................................................... 66 
Current Exit Price and Fair Value ....................................................................................................... 66 
Fair Value: Not One Measurement, But Many .................................................................................... 67 
Additional Opposition to Fair Value .................................................................................................... 68 
Outlook for Improvement and Convergence ....................................................................................... 68 
Conclusion......................................................................................................................................... 69 
Appendix: Summary of Recent Developments in Measurement Standards and Other Guidance ......... 69 
Review Questions .............................................................................................................................. 72 
Review Answers ................................................................................................................................ 73 

Chapter 9 – Major Asset Classes ........................................................................................................ 74 
Learning Objectives ........................................................................................................................... 74 
Introduction........................................................................................................................................ 74 
Inventory ........................................................................................................................................... 74 
Property, Plant, and Equipment ......................................................................................................... 77 
Intangibles ......................................................................................................................................... 79 
Conclusion......................................................................................................................................... 83 
Review Questions .............................................................................................................................. 84 
Review Answers ................................................................................................................................ 85 

Chapter 10 – Other Balance Sheet Items ............................................................................................ 86 
Learning Objectives ........................................................................................................................... 86 
Introduction........................................................................................................................................ 86 
Leases............................................................................................................................................... 86 
Pensions and Other Postretirement Benefit Obligations ..................................................................... 89 



iii 

Deferred Income Tax Effects.............................................................................................................. 93 
Conclusion......................................................................................................................................... 95 
Review Questions .............................................................................................................................. 96 
Review Answers ................................................................................................................................ 97 

Chapter 11 – Gathering Evidence ....................................................................................................... 99 
Learning Objectives ........................................................................................................................... 99 
Introduction........................................................................................................................................ 99 
Revenue Recognition and Measurement............................................................................................ 99 
Income Statement............................................................................................................................ 102 
Cash Flow ....................................................................................................................................... 106 
Conclusion....................................................................................................................................... 108 
Review Questions ............................................................................................................................ 109 
Review Answers .............................................................................................................................. 110 

Chapter 12 – Business Combinations, Intercompany Investments, and Segment Reporting ....... 111 
Learning Objectives ......................................................................................................................... 111 
Introduction...................................................................................................................................... 111 
Business Combinations ................................................................................................................... 111 
Intercompany Investments ............................................................................................................... 113 
Segment Reporting .......................................................................................................................... 119 
Conclusion....................................................................................................................................... 123 
Review Questions ............................................................................................................................ 124 
Review Answers .............................................................................................................................. 125 

Chapter 13 – Financial Statements: What Is Ahead ......................................................................... 126 
Learning Objectives ......................................................................................................................... 126 
Introduction...................................................................................................................................... 126 
Financial Statement Presentation Project ......................................................................................... 126 
Other Financial Statement Issues .................................................................................................... 130 
Conclusion....................................................................................................................................... 131 
Review Questions ............................................................................................................................ 132 
Review Answers .............................................................................................................................. 133 

Chapter 14 – General Criteria and Standards for Establishing an Expert Witness’s Qualifications
............................................................................................................................................................ 135 

Learning Objectives ......................................................................................................................... 135 
Introduction...................................................................................................................................... 135 
Geographic Scope of Supply and Demand ....................................................................................... 135 
Role of U.S. GAAP .......................................................................................................................... 136 
Talent Supply Pipeline ..................................................................................................................... 136 
Conclusion....................................................................................................................................... 136 
Review Questions ............................................................................................................................ 137 
Review Answers .............................................................................................................................. 138 

Chapter 15 – Obsolescence of Knowledge, Skills, and Abilities ..................................................... 139 
Learning Objectives ......................................................................................................................... 139 
Introduction...................................................................................................................................... 139 
Why Demand Will Change ............................................................................................................... 139 
Quantitative Changes in Demand..................................................................................................... 140 
Qualitative Changes in Demand ....................................................................................................... 140 
Short-Term Imbalances in Supply and Demand ............................................................................... 141 
Conclusion....................................................................................................................................... 141 



iv 

Review Questions ............................................................................................................................ 142 
Review Answers .............................................................................................................................. 143 

Chapter 16 – Effective Tactics and Procedures for the Expert Witness in Court ........................... 144 
Learning Objectives ......................................................................................................................... 144 
Introduction...................................................................................................................................... 144 
Global Homogenization of Employers’ Demand................................................................................ 144 
From Demand Homogenization to Supply Commoditization ............................................................. 144 
Intermarket Mobility of Employers .................................................................................................... 145 
Conclusion....................................................................................................................................... 146 
Review Questions ............................................................................................................................ 147 
Review Answers .............................................................................................................................. 148 

Chapter 17 – Toward a Global Labor Market for Financial Reporting Talent .................................. 149 
Learning Objectives ......................................................................................................................... 149 
Introduction...................................................................................................................................... 149 
Global Desegregation of Labor Markets ........................................................................................... 149 
Competition in the Global Labor Market ........................................................................................... 151 
Conclusion....................................................................................................................................... 153 
Review Questions ............................................................................................................................ 154 
Review Answers .............................................................................................................................. 155 

Chapter 18 – Transformation of the Talent Supply Pipeline ............................................................ 157 
Learning Objectives ......................................................................................................................... 157 
Introduction...................................................................................................................................... 157 
Overview of the U.S. Talent Supply Pipeline .................................................................................... 157 
Educational Activities in the U.S. Talent Supply Pipeline .................................................................. 158 
Certification of KSAs ........................................................................................................................ 160 
Interpipeline Competition ................................................................................................................. 161 
Conclusion....................................................................................................................................... 161 
Review Questions ............................................................................................................................ 162 
Review Answers .............................................................................................................................. 163 

Chapter 19 – Fraud and the Public Accounting Profession ............................................................ 165 
Learning Objectives ......................................................................................................................... 165 
Introduction...................................................................................................................................... 165 
Why Preparation Matters ................................................................................................................. 165 
Three Challenges ............................................................................................................................ 166 
Conclusion....................................................................................................................................... 168 
Review Questions ............................................................................................................................ 169 
Review Answers .............................................................................................................................. 170 

Chapter 20 – The Enterprise Challenge: Strategies for Choosing Standards and Implementing 
Your Choice ....................................................................................................................................... 171 

Learning Objectives ......................................................................................................................... 171 
Introduction...................................................................................................................................... 171 
Opportunity and Obligation to Choose .............................................................................................. 171 
Methodology for Choosing ............................................................................................................... 172 
Implementing Your Choice ............................................................................................................... 174 
Conclusion....................................................................................................................................... 176 
Appendix: Checklist for Impact Assessment ..................................................................................... 176 
Review Questions ............................................................................................................................ 177 
Review Answers .............................................................................................................................. 178 



v 

Chapter 21 – Departmental Challenge: Tactics for Managing Talent .............................................. 180 
Learning Objectives ......................................................................................................................... 180 
Introduction...................................................................................................................................... 180 
Identifying Your Department’s Talent Needs .................................................................................... 180 
Assuring the Supply of Talent for Your Department .......................................................................... 181 
Training and Development ............................................................................................................... 184 
Technical Supervision ...................................................................................................................... 186 
Conclusion....................................................................................................................................... 187 
Review Questions ............................................................................................................................ 188 
Review Answers .............................................................................................................................. 190 

Chapter 22 – Personal Challenge: Career Choices for a Hypercompetitive Labor Market............. 192 
Learning Objectives ......................................................................................................................... 192 
Introduction...................................................................................................................................... 192 
Hypercompetition in a Global Labor Market ...................................................................................... 192 
Managing Your Career ..................................................................................................................... 193 
Conclusion....................................................................................................................................... 195 
Review Questions ............................................................................................................................ 196 
Review Answers .............................................................................................................................. 197 

Glossary ............................................................................................................................................. 198 
Index .................................................................................................................................................. 203 

 
  




