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The Deloitte International Financial Reporting Standards (IFRS) Global Office has published a new Comparison of the IFRS and the United States Generally Accepted Accounting Principles (US GAAP). The comparison is based on IFRS and US GAAP guidance that has been issued as of February 28, 2007. The entire publication is available for download on the following website: http://www.iasplus.com/dttpubs/0703ifrsusgaap.pdf.

The comparison includes the comparison of IFRS 2 - Share-based Payment and US GAAP under FAS 123(R). The following highlights are the main differences between IFRS 2 and US GAAP.

DATE FOR MEASURING SHARE-BASED PAYMENTS TO NON-EMPLOYEES
IFRS 2 uses the modified grant date method while FAS 123(R) looks to the earlier of counterparty’s commitment to perform (where a sufficiently large disincentive for non-performance exists) or actual performance. The US guidance is based on Statement 123 as originally issued and EITF Issue No. 96-18, “Accounting for Equity Instruments That Are Issued to Other Than Employees for Acquiring, or in Conjunction with Selling, Goods or Services.”

USE OF HISTORICAL VOLATILITY OR INDUSTRY INDEX MEASUREMENT
IFRS 2 does not permit the use of historical volatility or industry index measurement for nonpublic entities when it is not practicable to estimate expected volatility while US GAAP allows such an estimate.

MODIFICATION OF AWARD BY CHANGE IN PERFORMANCE CONDITION
If there is a modification of an award by change in performance condition from improbable to probable (Type III modification), IFRS 2 requires the expense to be determined based on the grant date fair value. Under FAS 123(R), this type of modification results in a new expense determination based on the fair value at the modification date.

SHARE-BASED PAYMENTS WITH GRADED VESTING FEATURES
Under US GAAP, an accounting choice exists for share-based payment awards (with a service condition only) to either:

· Amortize the entire grant on a straight-line basis over the longest vesting period, or 

· Recognize the book expense on an accelerated basis to reflect the vesting as it occurs. 

Under IFRS 2, the book expense must be recognized on an accelerated basis to reflect the vesting as it occurs.

BALANCE SHEET CLASSIFICATION OF SHAREBASED PAYMENT ARRANGEMENTS
For balance sheet classifications of share-based payment arrangements, IFRS 2 focuses on whether the award can be cash-settled; whereas, US GAAP has more detailed requirements that may result in more share-based arrangements being classified as liabilities.

TAX ACCOUTING OF SHARE-BASED PAYMENT ARRANGEMENTS
While not included in the comparison from our IFRS Global Office, there are some key differences in the tax accounting for share-based payments under the two standards. Under both standards, any excess tax benefits (tax deductions that exceed recorded book compensation expense) increase equity rather than reducing income tax expense. However, the treatment of deferred tax assets and deficiencies differs significantly.

Under FAS 123(R), the recorded deferred tax asset and (deferred tax benefit) for awards that ordinarily give rise to tax deductions is based on the cumulative book charge, without regard to the current intrinsic value. Just the opposite applies under IFRS2, where the deferred tax asset is based on the intrinsic value at each reporting date, not to exceed the cumulative book charge. In addition, under FAS 123(R), if the ultimate tax deduction is less than the cumulative book charge, the tax benefit deficiency can be offset against excess benefits that have previously been realized and recorded. Under IFRS2, there will be no deficiency since the deferred tax asset can not exceed the intrinsic value.

ACTION
Multinational companies that have to account for stock-based payments under IFRS 2 and FAS 123(R) should familiarize themselves with the rules under both IFRS 2 and US GAAP.
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