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'EI; Financial Services Agency © Web site search (e-Gov)

HOME > Press Releases >

December 11, 2009
Financial Services Agency

Publication of the Revised Cabinet Office Ordinances, etc. for the
Voluntary Application of International Financial Reporting
Standards in Japan

On December 11, 2009, the Financial Services Agency (FSA) published a set of revised
Cabinet Office Ordinances, including “Regulation for Terminology, Forms and Preparation of
Consolidated Financial Statements” and “Cabinet Office Ordinance on Disclosure of Corporate
Information,” etc.

With these revisions, Japanese listed companies which meet certain requirements (“Specified
Companies”) will be given the option to prepare their consolidated financial statements,
starting from the consolidated fiscal years ending on or after March 31, 2010, by applying
IFRSs designated by the Commissioner of the FSA through public notice. Please refer to the
attached document for the summary of the revised Cabinet Office Ordinance, etc.

The publication of these revised Cabinet Office Ordinances, etc. officially provides an
operational framework for the voluntary application of IFRSs, starting from the fiscal years
ending on or after March 31, 2010, as the first step toward the application of IFRSs in Japan,
following the roadmap, “Application of International Financial Reporting Standards (IFRS) in
Japan (Interim Report)” released by the Business Accounting Council on June 30, 2009. On the
second step, the decision regarding the mandatory use of IFRSs is to be made around 2012,
while giving due consideration to various factors, including whether: 1) financial statements
preparers, auditors, investors and other stakeholders are well prepared for practical application
of IFRSs through sufficient training and education on IFRSs; 2) due process for setting of
IFRSs is ensured and governance of the IASCF strengthened; and 3) process of setting IFRSs
gives proper consideration to the economic reality of business and trade practices in various
countries.

The revision also includes discontinuing the current treatment where certain Japanese listed
companies are allowed domestically to submit their consolidated financial statements prepared
under U.S. Generally Accepted Accounting Principles; the treatment will no longer be valid for
consolidated fiscal years ending after March 31, 2016.

Attachment: T Summary of the Revised Cabinet Office Ordinances, etc.(PDF:51K)
] Designated IFRSs as of December 11, 2009(PDF:21K)

Contact

Corporate Accounting and Disclosure Division
Planning and Coordination Bureau

Financial Services Agency

E-mail: inquiry-nr@fsa.go.jp
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Fax: +81-(0)3-3506-6266

Financial Services Agency, The Japanese Government

CopyrightiT) 2010 Firancial Services Agency Al Rights Reserved.
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International Accounting Standards Board®

(ggi Press Release

11 December 2009

IASB welcomes decision by Japanese FSA to permit domestic
use of IFRSs for current financial year

The International Accounting Standards Board (IASB) welcomes the recent regulatory
changes announced by the Japan Financial Services Agency (FSA) on 11 December 2009.
The changes establish an operational framework for the voluntary application of International
Financial Reporting Standards (IFRSs) in Japan, starting from the fiscal year ending on or

after 31 March 2010 and represent an important step towards the adoption of IFRSs in Japan.

The changes to the Cabinet Office Ordinances provide listed companies that meet particular
criteria the option of preparing their consolidated financial statements according to IFRSs, for
fiscal years ending on or after 31 March 2010. The changes also end, for fiscal years ending
after 31 March 2016, the option for some Japanese listed companies to submit their

consolidated financial statements according to US generally accepted accounting principles.

In announcing the changes, the FSA is following the roadmap for the Application of
International Financial Reporting Standards (IFRS) in Japan (Interim Report) released by
the Business Accounting Council (BAC), an important advisory body to the Commissioner of
the FSA, in June 2009. In the interim report the BAC proposed allowing an early adoption of
IFRSs by listed companies followed by mandatory adoption of IFRSs from 2015 or 2016,

with a final decision on the mandatory requirements being taken around 2012.

Welcoming the decision, Sir David Tweedie, Chairman of the IASB, said:

The FSA’s decision to permit domestic use of IFRSs represents a first step towards a
mandatory use of IFRSs in Japan, and is an important milestone on the path towards
global standards. The decision is also a recognition of the successful cooperation
between the IASB and the Accounting Standards Board of Japan. This decision
should provide encouragement to other countries on the path to embracing global

standards.

30 Cannon Street, London EC4M 6XH, United Kingdom
Telephone: +44 (0)20 7246 6410 Fax: +44 (0)20 7246 6411 Email: iasb@iasb.org Web: www.iasb.org
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END

Press enquiries:

Mark Byatt, Director of Corporate Communications, |ASB,
telephone: +44 (0)20 7246 6472, email: mbyatt@iasb.org

Sonja Horn, Communications Adviser, IASB,
telephone: +44 (0)20 7246 6463, email: shorn@iasb.org

Notes for editors
About the IASB

The IASB was established in 2001 and is the standard-setting body of the International
Accounting Standards Committee (IASC) Foundation, an independent private sector, not-for-
profit organisation. The IASB is committed to developing, in the public interest, a single set
of high quality, global accounting standards that provide high quality transparent and
comparable information in general purpose financial statements. In pursuit of this objective
the IASB conducts extensive public consultations and seeks the co-operation of international
and national bodies around the world. The IASB has 15 full-time members, who are drawn
from ten countries and have a variety of professional backgrounds. By 2012 the IASB will
be expanded to 16 members. Board members are appointed by and accountable to the
Trustees of the IASC Foundation, who are required to select the best available combination
of technical expertise and diversity of international business and market

page 2
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HOME > Press Releases >

March 3, 2010
Financial Services Agency

Publication of the Revision on the Designation of the International
Financial Reporting Standards for their Voluntary Application in
Japan

The Financial Services Agency (FSA) completed the public consultation and updated the list of
Designated International Financial Reporting Standards (IFRSs), allowing all IFRSs and
International Financial Reporting Interpretations Committee (IFRIC) interpretations approved
and issued by the International Accounting Standards Board (IASB) on or before December 31,
2009, to be used in the voluntary application of IFRS in Japan by certain Japanese listed
companies (“Specified Companies”) starting from the consolidated fiscal years ending on or
after March 31, 2010. During the public consultation period, the FSA received 6 sets of
comments, which did not oppose to the proposed list of Designated IFRSs, and the FSA has
decided to update the list of Designated IFRSs as proposed.

1. Background

On December 11, 2009, the FSA published a set of revised Cabinet Office Ordinances for the
voluntary application of IFRS in Japan. With this revision, Japanese listed companies which
meet certain requirements (“Specified Companies”) will be given the option to prepare their
consolidated financial statements, starting from the consolidated fiscal years ending on or after
March 31, 2010, by applying IFRSs designated by the Commissioner of the FSA through
public notice.

(Note) The Commissioner of the FSA will designate and publish in the Official Gazette, those IFRSs
published by the IASB which are recognized as having been approved and issued through fair and
reasonable due process and are expected to be considered as being fair and appropriate financial
reporting standards from the viewpoint of investor protection and market integrity in Japan
(“Designated IFRSs”). The official designation is preceded by a public consultation process to listen
to a wide range of stakeholders and reflect their views in the decision making. On December 11,
2009, the Commissioner of the FSA designated after such public consultation the entire IFRSs and
IFRIC interpretations approved and issued by the IASB, on or before June 30, 20009.

The FSA put under public consultation the draft of the revised Regulatory Notices, etc. from
January 20 to February 22, 2010, with an intention to update the list of Designated IFRSs for
their voluntary application in Japan.

To see the press release of the public consultation, please click below.
2. Result of the Public Consultation

During the public consultation period, the FSA received 6 sets of comments, which did not
oppose to the proposed list of Designated IFRSs including IFRS9, while some noted the need
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for careful consideration in the future on the consistency between IFRS 9 and IFRS 4 Insurance
Contracts, before making decisions on adding IFRS 4 on the list of Designated IFRSs for
voluntary application and also determining the mandatory use of IFRSs in Japan.

Taking account of these comments, the FSA has decided to update the list of Designated IFRSs
as proposed, and hence the Commissioner of the FSA will designate all IFRSs and IFRIC
interpretations approved and issued by the 1ASB, on or before December 31, 2009 for the
purpose of voluntary application of IFRSs.

3. Effective Date

The revised list of Designated IFRSs will be published in the Official Gazette on March 10,
2010, effective immediately on that date.

Contact

Corporate Accounting and Disclosure Division
Planning and Coordination Bureau

Financial Services Agency

E-mail: inquiry-nr@fsa.go.jp

Fax: +81-(0)3-3506-6266

Financial Services Agency, The Japanese Government
CopyrightiS) 2010 Firancial Services Agency All Rights Resered
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MR OMERE NERRIZBET 5 7 L—AL T —7 (Framework for the MR OMERE NERRICEY) 5 7 L— 247 —7 (Framework for the
Preparation and Presentation of Financial Statements ) Preparation and Presentation of Financial Statements )

EBERE WS ELE (IFRS) | EBRM MG A ¥ED W) M (First—time Adoption of International EBRRS IS EYE (IFRS) | EBRM G EEDY)E M (First-time Adoption of International

HlE Financial Reporting Standards ) Hle Financial Reporting Standards )

[ERSH W EEYE (IFRS) | #EXHEH (Share—based Payment ) [EIRST SRS e (IFRS) | #RCHEN (Share—based Payment )

Ll il RS

[E PSS B YE (IFRS) | i8%55 4 (Business Combinations ) [E RS RVE (IFRS) | /8 %454 (Business Combinations )

F3E F35

EBS G EYE (IFRS) | #RER324Y (Insurance Contracts ) [E RS B (TFRS) | AR (Insurance Contracts )

F4E F4E

EFRH WG R (IFRS) | A1 H B TIRAE T 2 FEFENE 2 M ORIk 2 (Non—current Assets EFRH B ®EREE (IFRS) | FEIH A TIRAE T 2 IEFMENE 2 K OFEEGEE3E (Non—current Assets

E55 Held for Sale and Discontinued Operations ) 55 Held for Sale and Discontinued Operations )

[EBRR S EEYE (IFRS) | SIME IR OPEE % Ol (Exploration for and Evaluation of Mineral [EBRREHEEYE (IFRS) | G IR O YA & OFT Ml (Exploration for and Evaluation of Mineral

67 Resources ) 677 Resources )

[E PSSR YE (IFRS) | &@hpEsL - B3R (Financial Instruments: Disclosures ) [E SRS B YE (IFRS) | &@hpEsh - BA7R (Financial Instruments: Disclosures )

15 15

EEEM A Y (IFRS) | ¥/ A b (Operating Segments ) EEEM RS R (IFRS) | ¥/ A b (Operating Segments )

#8% %85

EEMEHEFRYE (IFRS) | &@tpEdh (Financial Instruments) ey e

975

[EpEEEE (1AS)

F15

P56 3 OF N (Presentation of Financial Statements )

[ERESFEE (1AS)

F15

B35 32 OF N (Presentation of Financial Statements )

EpreEtEE (185)

¥25

HRENE P (Inventories)

EpReEHEE (14S)

¥25

HRENE RE (Inventories)

EpRRFAYE (1AS)

H1 5

Xy va - 7a—iHEE (Statement of Cash Flows )

EBREF AN (1AS)

15

Xy vva - 7a—iHEE (Statement of Cash Flows )

EBRAFHEYE (1AS)

8%

£FI7EE. £2F EORMY DL K ¥ (Accounting Policies,
Changes in Accounting Estimates and Errors )

[EBRAFHEYE (1AS)

8%

L3 78F, 2E LEORMEY OZEFE K OFER (Accounting Policies,

Changes in Accounting Estimates and Errors )

FEpRSEAEYE (1AS)

£10%

%3 %5 (Bvents after the Reporting Period )

EFREFHEYE (1AS)

F10%5

%% %45 (Bvents after the Reporting Period )

EpRSFH AR (1AS)

%:dl

TEEH®49 (Construction Contracts )

ERSFHEE (1AS)

%:d

T=##249 (Construction Contracts )

BREEHEE (TAS)

%Ed{

ENFTERL (Income Taxes )

BREEHEYE (TAS)

%Ed{

1ENFTEHL (Income Taxes )

ElpRaFtEEE (1AS)

H16%

A EEEPE (Property, Plant and Equipment )

EpRaFEEYE (1AS)

#1655

A EEEPE (Property, Plant and Equipment )
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EVAR=Y Exchange Rates ) 215 Exchange Rates )
EERFHEE (T1AS) f& A% H (Borrowing Costs ) EERFHEYE (TAS) & \# F (Borrowing Costs )
#2355 #5235
ERESEEE (1AS) B Y HE| OV T OB (Related Party Disclosures ) EBRSFEE (1AS) B Y HE 2OV T ORI (Related Party Disclosures )
wmm» 5 wmﬁ 5
EBREEH R (1AS) ARG I EE O F B U5 (Accounting and Reporting by Retirement EBREEHEYE (1AS) SRBRAG T EE O F R O (Accounting and Reporting by Retirement
mmmmdl Benefit Plans ) mmmmdl Benefit Plans )
[EpREHEE (1AS) TEE K OME R %76 2K (Consolidated and Separate Financial [EpREH Y (TAS) JEAE K OMER 7555 % (Consolidated and Separate Financial
o1 Statements ) F215 Statements )
[EIBEEEH L E (TAS) BT 5% (Investments in Associates ) [FEpREEH e (TAS) BIEL T 5% (Investments in Associates )
5285 5085
[EFESFH A (1AS) A V7 URRE T M54 (Financial Reporting in [EFEAFH R (1AS) A V7 LRRE TICIRIT 5 M75HA (Financial Reporting in
F295 Hyperinflationary Economies ) F295 Hyperinflationary Economies )
[EBEEFHAYE (TIAS) VaA sk RUF vy —IZxT 554 (Interests in Joint Ventures ) [EBRE U (TAS) VaA sk RUF ¥y —IZx T HF (Interests in Joint Ventures )
315 #3155
[EIPREEEEE (IAS) A @PE S - R (Financial Instruments: Presentation ) [EIFREEEEVE (TIAS) A - R (Financial Instruments: Presentation )
F32F 325
[EBEEEE (1AS) 1 #R¥Y 72 0 Fl%E (Barnings per Shere ) [EBREFEE (1AS) 1 #3472 0 F|3% (Earnings per Share )
335 #5335
[EFR SR (1AS) RIS (Interim Financial Reporting ) [EFRSFHEYE (T1AS) PRI RS (Interim Financial Reporting )
345 345
[EIpRSEFUE (TAS) BEPEDIAE (Impairment of Assets ) [EBREEHEYE (TIAS) BEPEOAE (Impairment of Assets )
#3658 365
[EIFREE R E (TAS) Bl Y4 MBI L OMBEFR G (Provisions, Contingent Liabilities PR3 ELUE (TAS) Bl Y4 MBI L OMBFR G (Provisions, Contingent Liabilities
ERYE=S Jda Contingent Assets ) 315 mda Contingent Assets )
EBREF AL (TAS) L PE (Intangible Assets ) ERR &R (T1AS) IETE 7 (Intangible Assets )
385 55385
EEETHEYE (1AS) L : 583 &% OVAIE (Financial Instruments: Recognition and [EBREEHEYE (1AS) LS FBFR & OVEIE (Financial Instruments: Recognition and
#3395 Measurement ) #5395 Measurement )
[EIRREEEEUE (TAS) HEARBYPE (Investment Property ) [ERRSEEUE (TAS) BEREPE (Investment Property )
HA05 #4058
[EFRE R E (TAS) JE2 (Agriculture ) [EFEEFHREUE (TAS) 2% (Agriculture )
5415 415
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[EIBRIM S S RIR s B TEAE RIS DA D~ ¥ (Hedges of a Net Investment in a Foreign [EBR IS R R et B S TEANVE SRR %3 D& D~ » ¥ (Hedges of a Net Investment in a Foreign
(IFRIC) fipBEst 167 Operation) (IFRIC) fiBUEEIT 167 Operation)

_66_



[FES B s AU St 2 B 2
(IFRIC) ﬁ%ﬁﬁ%: 2

FATFEA KT 2 B E O 431 (

tributions of Non-cash Assets Lo Owners)

[FE B s A pUEst B 2
(IFRIC) a7

AT A6 2 B PED /3 (DisLributions of Non—cash Assels Lo Owners)

(ZNE PN =B
(a I:Q au*%mm,wim:

R D DB EDNE (Transfers of Assets from Customers)

H,E Bt fpeEt 2R S
(IFRIC) fifBdEs 187

JHE B D EDINE (Transfers of Assets from Customers)

RGN T A S S EN

ties

BNl i & D Gl £ OTBE(Extinguishing Financial Liab

(IFRIC) fipBiEsHii197

with Equity Instruments)

@aﬂé

it

fEBUREIZE RS (STO)
LN

L— MDA (Introduction of the Euro)

BRI Z R R
FEBUR LS 7

(STC)

dt H)

L— MF A (Introduction of the Euro)

i PRSI Z A2 (SIC)

D — s 8 & ERIN 72 BHR2S 7R W A (Government Assistance = No

Specific Relation to Operating Activities)

fiEBaeEHS (SI0)
fiEBUGE 45105
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fEPRIEEIZ S (SI0)
AR 124

THLE — 1 H PO HF 30K (Consolidation — Special Purpose Entities)

FRPRUREIZ A (SI0)
AR B 124

MRS — 51 H 21K (Consolidation — Special Purpose Entities)

fEPURRIE RS (SI0)
fERER 1375

[ S A2 — SR SRR S T K D IR LM PE DML (Jointly Controlled
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TASCEFbundation Mbnitoring Board
Pressrelease

Statement of the Monitoring Board for the International Accounting
Standards Committee Foundation

Regarding Due Process toward Addressing Calls from G-20 Leaders

8 June 2009 — We, the members of the Monitoring Board, support the recent
commitments by the International Accounting Standards Board (IASB) to undertake a
comprehensive review of the International Financial Reporting Standards (IFRS) relating
to financial instruments to address the recent statement from G-20 Leaders regarding
need for improvements on the accounting standards on valuation and provisioning. We
expect that the result of this work will be standards that offer a global, holistic approach
which results in financial reporting that offers greater transparency about and
comparability among issuers, to the benefit of investors around the world. In carrying
this out, we fully support the joint, best efforts of the IASB and other standard setters to
make progress to achieve a converged set of high-quality globally accepted accounting

standards for valuation and provisioning.

We believe that standard setters will be best able to produce high quality standards if they
are able to exercise independent judgment relying on their skills, experience and due
process, and taking into account the urgency of certain issues and the views of all
stakeholders. Therefore, with respect to the steps taken by the IASB, we reiterate that
the IASB’s due process and transparency in financial reporting are critical to our
continued support, as the authorities charged in our jurisdictions with determining

accounting standards for use in our capital markets, for IFRS in its role as a global
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accounting standard. We will continue to engage with the International Accounting
Standards Committee Foundation Trustees as they work to monitor the due process and

the transparency.

Notes to Editors

The members of the Monitoring Board are, at this moment, the Chairmen of the
Emerging Markets and Technical Committees of the International Organization of
Securities Commissions (I0SCO), the Commissioner of the Financial Services Agency of
Japan (JFSA), and the Chairman of the US Securities and Exchange Commission (SEC).
The Chairman of the Basel Committee on Banking Supervision participates in the
Monitoring Board as an observer. Through the Monitoring Board, securities regulators
that allow or require the use of IFRS in their jurisdictions will be able to more effectively
carry out their mandates regarding investor protection, market integrity, and capital
formation.

Press contact:

Ms Imre de Roo.

The Netherlands Authority for the Financial Markets + 31 20 797 2073, email:
imre.de.roo@afm.nl
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7 July 2009
TASCEFbundation Mbnitoring Board
Pressrelease

Statement of the Monitoring Board for the International Accounting
Standards Committee Foundation
Regarding Enhanced Technical Dialogue on Financial Institution
Reporting Issues

Amsterdam, Netherlands, 7 July 2009 — The Monitoring Board met on monday and expressed
continued support for the ongoing efforts of the International Accounting Standards Board
(IASB) to undertake a comprehensive review of the International Financial Reporting
Standards (IFRS) relating to financial instruments. The Monitoring Board also supports the
ambitious time schedule to deliver results by the end of this year. The IASB’s actions are
responsive to calls by G-20 Leaders in their Communiqué of April 2009 for “the accounting
standard setters to work urgently with supervisors and regulators to improve standards on
valuation and provisioning and achieve a single set of high-quality global accounting
standards”, and to “reduce the complexity of accounting standards for financial instruments”.

In connection with its inaugural meeting of 26-27 June 2009, the Financial Stability Board
(FSB) “encouraged the IASB to explore ways to further enhance its technical dialogue with
prudential authorities, market regulators and other stakeholders on financial institution
reporting issues”. The Monitoring Board believes that information derived from an enhanced
dialogue with stakeholders engaged in and affected by financial institution reporting issues
could contribute positively to the development of improved IFRSs in these areas.

The 1ASB currently engages with market participants through various advisory groups, task
forces and other formal and informal dialogues with a host of market participants. We
encourage these forms of constructive engagement to continue. It should confer with the
Monitoring Board regarding the overall composition of the various groups. A strong system
of due process is an essential complement to the independence of the accounting standard
setting process.

We therefore encourage the IASB’s willingness, to establish an enhanced technical dialogue
on financial institution reporting issues with a cross section of stakeholders. The IASB
should work with the FSB Secretariat to determine which FSB member organisations hold an
interest in participating in such a group.
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Notes to Editors

The members of the Monitoring Board are, at this moment, the Chairmen of the Emerging
Markets and Technical Committees of the International Organization of Securities
Commissions (I0SCO), the Commissioner of the Financial Services Agency of Japan (JFSA),
and the Chairman of the US Securities and Exchange Commission (SEC). The Chairman of
the Basel Committee on Banking Supervision participates in the Monitoring Board as an
observer. Through the Monitoring Board, securities regulators that allow or require the use of
IFRS in their jurisdictions will be able to more effectively carry out their mandates regarding
investor protection, market integrity, and capital formation.

Press contact:

Mr Martijn Pols

The Netherlands Authority for the Financial Markets, tel. + 31 20 797 2079, e-mail:
martijn.pols@afm.nl
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IASC FOUNDATION MONITORING BOARD

MEMBERS

Hans Hoogervorst
Monitoring Board
Chairman,

10SCO Technical
Committee Vice-
Chairman

Guillermo Larrain
10SCO Emerging
Markets Committee
Chairman

Katsunori Mikuniya
Financial Services
Agency of Japan
Commissioner

Mary Schapiro

US Securities and
Exchange Commission
Chairman

Statement of the Monitoring Board for the
International Accounting Standards Committee
Foundation on Principles for Accounting Standards
and Standard Setting

22 September 2009

The International Accounting Standards Committee Foundation
Monitoring Board is composed of securities regulators from both larger
and emerging markets. As authorities responsible for deciding upon the
accounting standards to be used for financial reporting in our respective
jurisdictions, we established the Monitoring Board to discharge more
effectively our mandates regarding investor protection, market integrity,
and capital formation. Our belief that the quality of financial
information issuers provide is essential to the confidence of capital
providers in making investment decisions is derived from these
mandates. In this light, we feel it appropriate to ensure that the
fundamental principles on which accounting standards are based and
under which the standard setting process operates remain front of mind
as areas identified during the financial crisis as needing improvement are
addressed.

Accounting standard setters, both nationally and internationally, are
currently considering how accounting standards can be improved in light
of the recent credit crisis. We strongly support these efforts and agree
that the credit crisis offers important lessons for how accounting
standards can be improved to offer greater transparency in times of
market stress, to the benefit of both investors and market stability.

Financial standards and regulations created or modified in the midst of
any crisis should be considered carefully. This is particularly true with
regard to the current review of accounting standards because these
standards play an important role in public company financial disclosures,
and these financial disclosures, in turn, are an important part of the
foundation upon which fair and efficient capital markets are based.
Financial crises have historically sparked panics in capital markets, and
regulators and standard setters recognise that market panics should not
be allowed to evolve into regulatory panics, where important regulatory
fundamentals are inadvertently undermined in an effort to respond
quickly to the symptoms — rather than the root causes — of a market
crisis.
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For this reason, we believe that the future strength and integrity of our capital markets depends
on both regulators and accounting standard setters reaffirming, at this critical juncture, their
commitment to certain fundamental first principles about the purposes that accounting standards
serve and the process by which the standards are determined. The quality of financial reporting,
and, by extension, the health and integrity of our capital markets, depends upon vigilant
attentiveness to these fundamental principles, and expedience should not be permitted to
undermine the objectives these principles describe. Consequently, we also believe a reiteration
of these principles, and an explanation for why they are so important, is a valuable exercise given
that there have been calls from some quarters for accounting standards to be reformed in ways
that could decrease the transparency of public company financial statements, particularly with
regard to disclosures of certain types of financial assets made by financial institutions that sell
their shares to the public.

While we recognise that some observers have claimed that certain current accounting standards
impose procyclical burdens on some financial institutions that have publicly traded shares by
requiring that these issuers use market-based or otherwise objective and verifiable measures to
report to investors the current value of the assets they hold, we believe this claim focuses on a
symptom of a problem rather than the problem itself. Public capital markets are, first and
foremost, vehicles in which millions of investors make decisions about investment opportunities
as a cost-efficient and effective tool by which they invest and save for the future. Public capital
markets are also mechanisms by which issuers can seek efficiently priced and liquid capital that
they can use to hire new workers, build new factories, and fuel the future growth of our
economies. Public capital markets, however, are predicated on trust and transparency. Investors
trust that an issuer’s disclosure statements, and the accounting standards on which they are
based, provide them with a complete, unbiased, fair and comparable view of the issuer’s
performance. If that trust is undermined through promulgation of new accounting standards that
offer less transparency (for example, by indicating that an investment involves less risk than
actually exists), or that are established through a process that deviates from fundamental
principles guiding the standard setter’s decisions, investor confidence in our capital markets will
suffer, with strong and weak issuers alike facing concomitantly greater capital costs.

Principles underpinning accounting standards

The International Accounting Standards Board (IASB) in its Framework and the U.S. Financial
Accounting Standards Board (FASB) in its Statements of Financial Accounting Concepts
provide objectives of financial reporting and describe the characteristics of accounting standards
that support those objectives. These collectively form the foundation on which individual
standards are developed. They are universal in that they apply to financial reporting for
businesses of all sizes, across all industries. Though each standard setter has presented these
objectives and characteristics in its own way, consistent principles can be readily identified. We
view the primary objective of financial reporting as being to provide information on an entity’s
financial performance in a way that is useful for decision-making for present and potential
investors. To be considered decision-useful, information provided through the application of the
accounting standards must, at a minimum, be relevant, reliable, understandable and comparable.

Relevant: Financial information must be relevant to the decision being evaluated. For purposes
of capital markets participants, relevance depends on whether the information enables the user to
evaluate past and present events, such that the user can draw inferences regarding future events.
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Further, information is relevant if it provides the user a basis against which to assess past
evaluations.

Reliable: Information should be reliable in the sense of providing a faithful representation of the
events on which it purports to be reporting. This requires the information to be neutral and to
depict fairly the reported transactions. Reliability does not necessarily equate with certainty, as
judgment, for example for some measurements or estimates of future outcomes, is an inherent
aspect of financial reporting.

Understandable: Financial information is intended to provide a tool for decision-making. It
therefore should be developed and presented in a way that, with reasonable effort, can be
understood and adapted by users into their decision-making processes.

Comparable: Information used in decision-making is generally evaluated within a context, rather
than statically. To facilitate its use, financial information should be prepared and presented with
sufficient consistency to enable comparison of the reporting entity’s performance over time and
against other reporting entities.

These attributes are not controversial and enjoy broad support. The report of the Financial Crisis
Advisory Group recognised that “financial reporting plays an integral role in the financial system
by striving to provide unbiased, transparent and relevant information about the economic
performance and condition of businesses.” The Basel Committee on Banking Supervision
recently acknowledged the importance of decision usefulness and relevance of financial
reporting, and asserted that information is useful if, among other things, it enables users to assess
amounts, timing and uncertainty of future cash flows of the reporting entity. In our desire to set
economic recovery on a strong course, we must not compromise on the time-tested principles
underpinning financial reporting.

Principles underpinning accounting standard setting

In addition to the principles guiding the standards themselves, the process by which accounting
standards are set must embody certain attributes. Confidence in the quality and integrity of the
standards depends upon independence and transparency in the standard setter’s due process.

Independence: Deliberations and, in particular, conclusion on positions in an independent
fashion rely on a number of factors. First, the individuals composing the standard setting body
must demonstrate professional competency in matters of financial reporting. Further, members
with a decision-making role in the standard setting organisation should collectively be
reasonably representative of the constituents whose interests the standards seek to address.
Finally, the process should remain free of undue pressures from political and corporate interests.

Transparency: Visibility into the standard setting process should be sufficient to enable users to
trace the evolution of the standard from thoughtful consideration of alternatives to final
positions. Interested parties must be afforded the opportunity to provide input to inform the
standard setter’s evaluation of pertinent issues.

The IASB and FASB have benefitted from informative input into their financial instruments and
fair value measurement standard setting initiatives from a broad range of stakeholders. The
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recommendations of some constituencies often contradict the strongly held views of others,
reflecting the diversity of uses for and desired outcomes of financial reporting. As above, robust
participation of interested parties is an essential element of a standard setter’s transparent due
process. Equipped with this input, it is the responsibility of the standard setters to evaluate the
knowledge they have gained against the overarching objectives of financial reporting and the
principles that reinforce those objectives, in a manner engendering independent decision-making.

While it is useful to consider the intersection of banking supervision and financial reporting in
light of the recent banking crisis, accounting standards should not be allowed to become a
surrogate for robust bank risk management or effective bank supervision. Accessing public
capital markets is a choice issuers make, and but one of many choices open to financial
institutions. As securities market regulators, we believe it would be a mistake to attempt to
rectify today’s banking crisis by placing a burden on the investors in our public capital markets.
Accounting standards must be designed to provide investors with information to assist them in
efficiently allocating their hard-earned investment money. It is in this context that accounting
standards are designed to contribute to a sound, prosperous and more stable financial standard of
living.

Independent standard setting and adherence to the fundamental objectives of financial reporting
remain essential components in the development of high quality, global accounting standards.
The Monitoring Board is strongly committed to guarding the independence and accountability of
the standard setting process.

Note: The members of the Monitoring Board are, at this moment, the Chairman of the Emerging Markets Committee
of the International Organization of Securities Commissions (IOSCO), the Vice-Chairman of the Technical
Committee of IOSCO, the Commissioner of the Financial Services Agency of Japan (JFSA), and the Chairman of
the US Securities and Exchange Commission (SEC). The Monitoring Board charter was drafted with the
participation of the European Commission (EC) and with the expectation that the EC would be a member of the
Monitoring Board. We understand that the EC’s internal discussions regarding its membership are ongoing.
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Press release from IASC Foundation Monitoring Board

Statement of the Monitoring Board for the International Accounting
Standards Committee Foundation on IASB and FASB Commitment
to Improving IFRS and U.S. GAAP

11 November 2009

The Monitoring Board welcomes the commitment of the International Accounting Standards
Board (IASB) and the Financial Accounting Standards Board (FASB) to implement
enhancements to provide greater transparency to the standard setting process and to
increase their efforts to reach conclusions in these major projects. The commitment of the
IASB and FASB in the joint statement issued on 5 November is endorsed by the Trustees of
their respective oversight bodies, the International Accounting Standards Committee
Foundation and the Financial Accounting Foundation. The Monitoring Board believes that
efforts of the IASB and the FASB will result in a set of high-quality international accounting
standards that are not only converged but that improve the information provided to investors.
The Monitoring Board is pleased by the responsive approach of the IASB and the FASB to
address concerns regarding the potential for the IASB and the FASB to reach different
conclusion on the major projects in the Memorandum of Understanding and the impact that

would have on the potential for global accounting standards.

Notes to Editors

The members of the Monitoring Board are, at this moment, the Chairman of the Emerging Markets
Committee of the International Organization of Securities Commissions (IOSCO), the Vice-Chairman
of the Technical Committee of IOSCO, the Commissioner of the Financial Services Agency of Japan
(JFSA), and the Chairman of the US Securities and Exchange Commission (SEC). The Monitoring
Board charter was drafted with the participation of the European Commission (EC) and with the
expectation that the EC would be a member of the Monitoring Board. We understand that the EC’s
internal discussions regarding its membership are ongoing. Through the Monitoring Board, securities
regulators that allow or require the use of IFRS in their jurisdictions will be able to more effectively
carry out their mandates regarding investor protection, market integrity, and capital formation.

Press contact

Ms. Imre de Roo, The Netherlands Authority for the Financial Markets, Phone: + 31 20 797 2073,
Email: imre.de.roo@afm.nl
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