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Abstract - The International Accounting Standards Board   and the Financial Accounting Standards Board  are the two most 
significant Accounting bodies of the world. Although the convergence of IASB and FASB seems to be inevitable, there are 
mixed opinions on the issue. It was in 2002 that the IASB and FASB signed a memorandum of understanding in Norwalk, 
Connecticut, USA. This MOU is popularly known as the ―Norwalk Agreement, 2002‖. Through this agreement, the IASB 
and FASB pledged to use their best efforts to (a) make their existing financial reporting standards ―fully compatible as soon  
as is practicable‖ and (b) coordinate their future work programs for ensuring that the compatibility is maintained. ―Fully 
compatible‖ was generally understood to mean that compliance with U.S. GAAP would also result in compliance with IFRS. 
But even on completion of 16 years after the MoU, the question arises as to whether at all there will be any convergence 

between IASB and FASB, or whether IFRS will be merely a distant vision for the USA. 
This paper plans to make an intensive study of the Norwalk Agreement, 2002 and its Recent updates with reference to IFRS 
keeping in mind the queries as stated above. 
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I. INTRODUCTION 

 
It is for the last almost half century that  the 

International Accounting Standards Board (IASB) 

and its predecessor, the International Accounting 

Standards Committee (IASC), have been working to 

develop a set of high-quality, understandable, and 

enforceable International Financial Reporting 

Standards (IFRS) to serve the equity investors, 

lenders, creditors, and others in the global capital 

markets. Here, two remarkable events deserve special 

mention. Firstly, International Organization of 

Securities Commissions endorsed IFRS for cross-
border securities offerings in the global capital 

markets in 2000; and secondly, European Union 

made the bold decision to require IFRS for the 

companies which are listed on a regulated European 

stock exchange starting in 2005. (Pactor, 2013) 

Besides, in October 2002, the IASB and FASB 

signed an agreement which is popularly known as the 

―Norwalk Agreement.‖ The objectives of this 

agreement are (i) to make their existing financial 

reporting standards ―fully compatible as soon as is 

practicable‖ and (ii) to coordinate their future work 

programs for ensuring that the compatibility is 
maintained. Since 2002, the Norwalk Agreement has 

been updated several times. The IFRS-U.S. GAAP 

convergence approach has been repeatedly endorsed 

by global financial leaders such as the G-20 as an 

important step on the path toward a single set of 

global accounting standards. 

 

II. OBJECTIVES OF THE STUDY 

 

1) To study the background of the Norwalk 

Agreement, 2002. 

2) To study the present status of the implementation 

of the terms of the Norwalk Agreement, 2002. 

 

III. METHODOLOGY 

 

The study is based on secondary data collected from 

internet, websites, books, articles, research papers, 

electronic media etc. 

 

IV. IASB AND FASB 

 

IASB is an independent accounting standard-setting 

body. It is based in London. It has altogether 15 
members from various countries, including United 

States. IASB began operations in 2001. It is funded 

by contributions from major accounting firms, private 

financial institutions and industrial companies, central 

and development banks, national funding regimes, 

and other international and professional organizations 

throughout the world. Although AICPA was a 

founding member of the International Accounting 

Standards Committee, it is not affiliated with the 

IASB.  IASB neither sponsors nor endorses the IFRS 

resources website of the AICPA’s (www.IFRS.com). 

FASB  was established in 1973. It is an independent, 
private-sector, not-for-profit organization based in 

Norwalk, Connecticut. FASB establishes financial 

accounting and reporting standards for companies and 

not-for-profit organizations that follow GAAP. The 

FASB issues and develops Financial Accounting 

Standards through a transparent and inclusive 

process. FASB is supported by Financial Accounting 

Foundation (FAF) which was established in 1972. 
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V. IFRS – A BRIEF OVERVIEW 

 
International Financial Reporting Standards are a set 

of accounting standards developed by the 

International Accounting Standards Board (IASB) 

that is becoming the global standard for the 

preparation of public company financial statements. 

IFRSs include the following: 

1) International Financial Reporting Standards 

(IFRSs)—developed by the IASB; 

2) International Accounting Standards 

(IASs)—adopted by the IASB; 

3) Interpretations originated from the 

International Financial Reporting 
Interpretations Committee (IFRICs); and 

4) Standing Interpretations Committee (SICs) 

 

One of the major distinctions between IAS and IFRS 

is that the series of standards in the IAS were 

published by the International Accounting Standards 

Committee (IASC) between 1973 and 2001, whereas, 

the IFRSs are published by the International 

Accounting Standards Board (IASB), starting from 

2001. 

 

VI. US GAAP 

 

Generally Accepted Accounting Principles, also 

called GAAP or US GAAP, is the accounting 

standard adopted by the U.S. Securities and Exchange 

Commission (SEC). FASB establishes financial 

accounting and reporting standards for companies and 

not-for-profit organizations that follow GAAP. The 

FASB has published US GAAP in Extensible 

Business Reporting Language  since 2008. 

 

VII. IFRS 1 TO 17 -- A BRIEFING 

 

1. IFRS 1--FIRST-TIME ADOPTION OF 

IFRS: 

2. IFRS 2--SHARE-BASED PAYMENT: 

3. IFRS 3--BUSINESS 

COMBINATIONS: 

4. IFRS 4--INSURANCE CONTRACTS: 

5. IFRS 5--NON-CURRENT ASSETS 

HELD FOR SALE AND 

DISCONTINUED OPERATIONS: 

6. IFRS 6--EXPLORATION FOR AND 
EVALUATION OF MINERAL 

RESOURCES: 

7. IFRS 7--FINANCIAL 

INSTRUMENTS: DISCLOSURES: 

8. IFRS 8--OPERATING SEGMENTS: 

9. IFRS 9--INANCIAL INSTRUMENTS: 

10. IFRS 10--Consolidated Financial 

Statements: 

11. IFRS 11--Joint Arrangements: 

12. IFRS 12--Disclosure of Interests in 

Other Entities: 

13. IFRS 13--Fair Value Measurement: 

14. IFRS 14--Regulatory Deferral 

Accounts: 
15. IFRS 15 — Revenue from Contracts 

with Customers: 

16. IFRS 16– LEASE ACCOUNTING: 

17. IFRS 17 – INSURANCE 

ACCOUNTING: 

 

VIII. IASB-FASB INITIATIVES IN THE 

PROCESS OF CONVERGENCE 

 

The FASB due process also includes round-tables, 

field-visits, field-tests, liaison meetings and other 

vehicles designed to solicit participation and 
comments. FASB, the Financial Accounting 

Standards Board, is the primary body in the United 

States that sets accounting standards. The 

International Accounting Standards Board (IASB) 

issues international financial reporting standards 

(IFRS) to over 120 countries including the European 

Union. The United States is not included in this 

group. However, the accounting standards of FASB 

and IFRS are in the process of being converged. The 

Securities Exchange Commission (SEC) has already 

approved the adoption of IFRS. According to the 
roadmap of the Commission, a few big US 

corporations would begin reporting according to 

IFRS by 2014 whereas full conversion is expected to 

be done by 2016. 

Since both IFRS and US GAAP are governed by an 

identical financial reporting philosophy, they are 

expected to address financial reporting issues in an 

identical manner. (Basu, 2007). But that does not 

happen in all situations. It is true that there is a great 

deal of similarity between the two sets of standards as 

to the way they address accounting and reporting. 

The Leaders of the Financial Accounting Standards 
Board and the International Accounting Standards 

Board pledged to continue their work together, even 

after completing their major convergence projects for 

harmonizing standards (Michael, 2017). International 

Financial Reporting Standards (IFRS) are becoming 

the global standard for preparation of public company 

financial statements (Christakos, 2017). 

Approximately 90 countries have fully conformed to 

IFRS as promulgated by the IASB. In the U.S., full 

IFRS implementation is only allowed for private 

companies. In 2002, the IASB and FASB signed the 
―Norwalk Agreement.‖ This memorandum of 

understanding committed their organizations to (a) 

make their existing financial reporting standards 

―fully compatible as soon as is practicable‖ and (b) 

―coordinate their future work programs for ensuring 

compatibility.‖ 

In November 2007, the SEC eliminated the 

requirements that a foreign issuer using IFRS must 

present a reconciliation of IFRS. In May 2008, the 

AICPA’s governing council approved amending 

Rules 202 and 203 of the Code of Professional 

Conduct to recognize the IASB as an international 
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standards setter. In May 2009, the AICPA Board of 

Examiners announced changes in the CPA exam 
content which made IFRS eligible for testing on the 

Uniform CPA Exam starting in 2011. SEC issued 

release nos. 33-9109 and 34-61578, Commission 

Statement in Support of Convergence and Global Ac-

counting Standards on February 24, 2010. In order to 

further encourage the convergence of U.S. GAAP and 

IFRS, they called for a development of a work plan 

that would increase public transparency and the 

understanding of the SEC’s direction. SEC staff 

issued the Final Staff Report on the Work Plan for the 

Consideration of Incorporating International 

Financial Reporting Standards into the Financial 
Reporting System for U.S. Issuers on July 13, 2012. 

No specific course of action was recommended by the 

SEC. 

The International Financial Reporting Standards 

Foundation established the Accounting Standards 

Advisory Forum (ASAF) in early 2013 to improve 

cooperation among worldwide standard setters and 

advise the IASB as it develops IFRS. The FASB was 

selected as one of the ASAF’s twelve members. The 

FASB’s membership on the ASAF is an opportunity 

to represent U.S. interests in the IASB’s standard-
setting process. The FASB was nominated for 

membership on the ASAF by the FAF (Financial 

Accounting Foundation) Board of Trustees, which 

oversees both the FASB and its sister, standard-

setting board, the Governmental Accounting 

Standards Board (GASB). 

In May 2014, the FASB and IASB issued their 

converged standard on Revenue Recognition, 

Revenue from Contracts with Customers. The 

revenue standard, as amended, is effective for 

calendar year-end companies in 2018 (2019 for non-

public entities following U.S. GAAP). In 2016, SEC 
reported that its staff will hold discussions with SEC 

commissioners regarding regulatory changes related 

to adding supplementary IFRS information to U.S. 

GAAP financial statements. 

 

CONCLUSION 

 

Since globalization is unstoppable, convergence of 

IFRS with US GAAP is also irresistible.  FASB 

should therefore, fully converge with IASB at the 

earliest so as to help the smooth running of 
international trade and commerce. 
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