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IFRS transition-related disclosure in MD&A of Canadian 

issuers 

(examples and commentary based primarily on a high-level review of over 400 annual MD&A filings by 

entities with a December 31, 2009 year-end i.e. entities changing to IFRSs for their financial years 

beginning January 1, 2011) 

In the attachment to this memorandum, as an aid to preparers and users, we have compiled some 

recent examples of IFRS-related disclosures in MD&A of Canadian issuers, organized by industry 

categories. Although we believe each of the selected examples provides an interesting reference point 

in at least some respects, we do not comment on their ultimate adequacy for regulatory or other 

purposes.  

Summary 

Overall, the December 31, 2009 disclosures provide a significant amount of additional information. The 

great majority of companies appear to be aware of the relevant CSA Staff Notice (see Background 

below) and to have made an attempt to meet its general expectations. Most year-end MD&As 

communicate at least an overall description of the IFRS conversion process and a sense of its current 

state.  Also, many larger companies specify some of the areas where differences in accounting standards 

are most likely to be material to their financial reporting.  

An increasing number of companies now describe the impact of particular aspects of IFRSs in terms 

specific to their business ς for example, a number of companies discuss particular operating leases that 

will likely be treated as capital/finance leases under IFRSs. More often, however, the disclosure is limited 

to objectively describing the major differences between IFRSs and Canadian GAAP for a particular area ς 

impairment of long-lived assets may be the most common example overall ς without providing any 

sense of the anticipated impact on the entity itself.  

Except for isolated line items, quantified information about the impact of adopting IFRSs remains rare at 

the current time. Potash Corporation, included as an example below, likely provides the most complete 

overall example (Potash states it may seek to adopt IFRSs in mid to late 2010). For each area of 

significance, the company quantifies, where possible, both the expected impact on transition and the 

estimated future impact, and summarizes these as follows: 



2 
 

 

 

The other examples attached to this commentary have varying strengths. Some provide a very clear 

summary of the progress of their IFRS changeover plan, highlighting each key activity, related 

milestones, and the status at December 31, 2009. Some of the attached examples, and many others in 

the sample we reviewed, follow the sample format contained in our October 2008 publication Pre-2011 

Communications About IFRS Conversion. Others contain a briefer summary of the changeover plan, but 

provide good discussion of major anticipated changes or related matters. 
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Background 

The most relevant reference point for these disclosures is CSA Staff Notice 52-320, DISCLOSURE OF 

EXPECTED CHANGES IN ACCOUNTING POLICIES RELATING TO CHANGEOVER TO INTERNATIONAL 

FINANCIAL REPORTING STANDARDS (available at http://www.osc.gov.on.ca/documents/en/Securities-

Category5/csa_20080509_52-320_fin-rpt-standards.pdf).  

The Staff Notice ǇǊƻǾƛŘŜǎ ƎǳƛŘŀƴŎŜ ŀōƻǳǘ ǘƘŜ /{!Ωǎ ŜȄǇŜŎǘŀǘƛƻƴǎ ŦƻǊ LCw{-related disclosure in MD&A for 

the years preceding the changeover to IFRSΣ ōǳƛƭǘ ŀǊƻǳƴŘ ǘƘŜ /{!Ωǎ ŎƻƴŎŜǇǘ ƻŦ ŀƴ άLCw{ ŎƘŀƴƎŜƻǾŜǊ 

plan.έ ¢Ƙƛǎ ƛǎ ǎŜǘ ƻǳǘ ŀǎ ŦƻƭƭƻǿǎΥ 

Key elements of an issuŜǊΩǎ Ǉƭŀƴ Ƴŀȅ ŀŘŘǊŜǎǎ ǘƘŜ ƛƳǇŀŎǘ ƻŦ LCw{ ƻƴΥ 
ω accounting policies, including choices among policies permitted under IFRS, and       

implementation decisions such as whether certain changes will be applied on a 
retrospective or a prospective basis, 

ω information technology and data systems, 
ω  internal control over financial reporting, 
ω disclosure controls and procedures, including investor relations and external        

communications plans, 
ω  financial reporting expertise, including training requirements, and 
ω  business activities, such as foreign currency and hedging activities, as well as 

matters that may be influenced by GAAP measures such as debt covenants, capital 
requirements and compensation arrangements. 

 

Staff Notice 52-онл ŜƴǾƛǎŀƎŜǎ ǘƘŀǘ ŀƴ ƛǎǎǳŜǊΩǎ LCwS-related disclosures in December 31, 2009 year-end 

MD&A should provide an update on its changeover plan. It also contains the following specific 

requirement: 

Lƴ ŀŘŘƛǘƛƻƴΣ ŀƴ ƛǎǎǳŜǊ ǎƘƻǳƭŘ ŘŜǎŎǊƛōŜ ǘƘŜ ƳŀƧƻǊ ƛŘŜƴǘƛŦƛŜŘ ŘƛŦŦŜǊŜƴŎŜǎ ōŜǘǿŜŜƴ ǘƘŜ ƛǎǎǳŜǊΩǎ 
current accounting policies and those the issuer is required or expects to apply in preparing IFRS 
financial statements. Such differences include any difference due to an expected change in 
ŀŎŎƻǳƴǘƛƴƎ ǇƻƭƛŎȅ ŜǾŜƴ ǘƘƻǳƎƘ ǘƘŜ ƛǎǎǳŜǊΩǎ ŜȄƛǎǘƛƴƎ ǇƻƭƛŎȅ ǳƴŘŜǊ Canadian GAAP is permissible 
under IFRS. While such information may be narrative only at this stage, it should enable an 
ƛƴǾŜǎǘƻǊ ǘƻ ǳƴŘŜǊǎǘŀƴŘ ǘƘŜ ƪŜȅ ŜƭŜƳŜƴǘǎ ƻŦ ǘƘŜ ƛǎǎǳŜǊΩǎ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ǘƘŀǘ ǿƛƭƭ ōŜ ŀŦŦŜŎǘŜŘ 
by the changeover to IFRS. In identifying the accounting policies that an issuer is required or 
expects to apply under IFRS, an issuer should consider IFRS as they exist at the date the issuer 
prepares its MD&A. When an issuer believes it is also appropriate to consider the potential 
impact of projects that the International Accounting Standards Board currently has in process in 
identifying the accounting policies the issuer expects to apply on initial adoption of IFRS, the 
issuer should disclose any assumptions made about future changes to IFRS. 

 
This clearly does not amount to a current expectation that issuers should quantify any aspects of the 
impact of IFRSs. On the other hand, the Staff Notice contains ǘƘŜ ŦƻƭƭƻǿƛƴƎ ƎŜƴŜǊŀƭ ŎƻƳƳŜƴǘΥ ά!ǎ ŀƴ 
issuer moves closer to its changeover date, the issuer should consider how it might make available 

http://www.osc.gov.on.ca/documents/en/Securities-Category5/csa_20080509_52-320_fin-rpt-standards.pdf
http://www.osc.gov.on.ca/documents/en/Securities-Category5/csa_20080509_52-320_fin-rpt-standards.pdf
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ƳŜŀƴƛƴƎŦǳƭ ǉǳŀƴǘƛŦƛŜŘ ƛƴŦƻǊƳŀǘƛƻƴ ǘƻ ŀƭƭƻǿ ƛƴǾŜǎǘƻǊǎ ǘƻ ǳƴŘŜǊǎǘŀƴŘ ǘƘŜ ƛƳǇŀŎǘ ƻŦ LCw{ ƻƴ ǘƘŜ ƛǎǎǳŜǊΩǎ 
ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΦέ Issuers that were well advanced in their preparations at December 31, 2009, and 
that did possess the ability to express some of the implications of the IFRS changeover in numerical 
terms, should likely have spent some time considering the merits or practicality of disclosing this 
information. For more discussion on this and other practical issues, see our October 2008 publication 
Pre-2011 Communications About IFRS Conversion and the 2009 publication Transition to IFRSs ς 
Communicating the Impact of the Changeover.   
 
CƻǊ ƛƴǘŜǊƛƳ ǇŜǊƛƻŘǎ ŘǳǊƛƴƎ нлмлΣ /{! ǎǘŀŦŦ ǿƛƭƭ ŜȄǇŜŎǘ άŀƴ ǳǇŘŀǘŜŘ ŘƛǎŎǳǎǎƛƻƴ ƻŦ ǘƘŜ ƛǎǎǳŜǊΩǎ 
preparations for ŎƘŀƴƎŜƻǾŜǊ ǘƻ LCw{Φέ ¢ƘŜ bƻǘƛŎŜ ǎǘŀǘŜǎΥ 
 

By this time, an issuer will generally be able to discuss in more detail the key decisions and 
changes the issuer has made, or will have to make, relating to the changeover to IFRS. The 
ƛǎǎǳŜǊΩǎ ŘƛǎŎǳǎǎƛƻƴ ƻŦ ŎƘŀƴƎŜǎ ǊŜƭŀǘƛƴƎ ǘƻ ŀŎŎƻǳƴǘƛƴƎ ǇƻƭƛŎƛŜǎ ǎƘƻǳƭŘ ƛƴŎƭǳŘŜ ŘŜŎƛǎƛƻƴǎ ŀōƻǳǘ 
accounting policy choices available under IFRS 1 First-time Adoption of International Financial 
Reporting Standards and other individual IFRS standards that are relevant to the issuer. 

 
The Notice also discusses expectations for providing quantified information during these interim 
periods: 
 

If an issuer has quantified information about the impact of IFRS on the key line items in the 
ƛǎǎǳŜǊΩǎ ŦƛƴŀƴŎƛŀƭ statements available when it prepares its interim and annual MD&A for the 
ŦƛƴŀƴŎƛŀƭ ȅŜŀǊ ōŜƎƛƴƴƛƴƎ ƻƴŜ ȅŜŀǊ ōŜŦƻǊŜ ŀƴ ƛǎǎǳŜǊΩǎ ŎƘŀƴƎŜƻǾŜǊ ŘŀǘŜΣ ŀƴ ƛǎǎǳŜǊ ǎƘƻǳƭŘ ƛƴŎƭǳŘŜ 
this information in its MD&A. 

 
Concluding comments 
 
Although the transition disclosures are the most immediately pressing MD&A consequence of 
converting to IFRSs, these will fall away after conversion. However, for many issuers, IFRSs will have 
more fundamental ongoing implications for their MD&A. Some aspects of the financial statements may 
become more volatile (for example, due to greater use of fair value measurements), requiring enhanced 
explanation of the changes and their underlying causes. IFRSs will require disclosing some information 
not previously provided under Canadian GAAP (for example, on compensation paid to key management 
personnel), but this may not be entirely understandable without some commentary in the MD&A. At the 
same time however, issuers should guard against merely generating a longer MD&A, and potentially 
obscuring ƛǘΩǎ most important decision-critical aspects. As well, independently of IFRSs, we believe many 
ƛǎǎǳŜǊǎΩ a5ϧ! ǿƻǳƭŘ ōŜƴŜŦƛǘ ōȅ ƳƻǊŜ ŎƭŜŀǊƭȅ ƘƛƎƘƭƛƎƘǘƛƴƎ ǘƘŜƛǊ ƪŜȅ ǎǘǊŀǘŜƎƛŜǎ ŀƴŘ ǊƛǎƪǎΦ ²Ŝ ŜƴŎƻǳǊŀƎŜ 
management and audit committees, as a central part of their IFRS transition work, to consider their 
ŘƛǎŎƭƻǎǳǊŜΩǎ ƻǾŜǊŀƭƭ ŜŦŦŜŎǘƛǾŜƴŜǎǎ ŀƴŘ ŎƭŀǊƛǘȅ.  The transition may provide the perfect opportunity to 
ƛƴǘǊƻŘǳŎŜ ƴŜǿ ŦƻǊƳŀǘǎ ŀƴŘ ǎǘǊǳŎǘǳǊŜǎΣ ƻǊ ǘƻ ǊŜƧǳǾŜƴŀǘŜ ǘƘŜ ŘƛǎŎƭƻǎǳǊŜΩǎ ƻǾŜǊŀƭƭ ǎǘȅƭŜ ŀƴŘ ǘƻƴŜΦ 
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Index of examples 

Consumer Business 

Air Canada 

Canadian Tire Corporation Limited 

Metro Inc.  (12 week period ended December 19, 2009) 

Yellow Pages Income Fund 

Energy and Resources 

Acadian Timber Corp 

Barrick Gold Corporation1 

Potash Corporation of Saskatchewan 

Financial and Professional Services 

Altus Group Income Fund 

Fairfax Financial Holdings Limited 

Manulife Financial Corporation 

Real Estate 

Boardwalk Real Estate Investment Trust 

Canadian Real Estate Investment Trust 

Riocan Real Estate Investment Trust 

Retail, manufacturing and other 

Russel Metals Inc. 

Sears Canada Inc. 

SNC-Lavalin Group Inc. 

Telecommunications, Media and Technology 

Cineplex Galaxy Income Fund 

                                                           
1
 Converting to IFRS from US GAAP 
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Rogers Communications Inc. 

Telus Corporation 
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Air Canada 
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