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1. Topics regarding International Financial Reporting Standards (IFRS) in 
the EU 

 
1) Organizational reform for reinforcing influence on the IFRS (Maystadt Report) 
 Following a ministerial meeting (ECOFIN Council meeting) last year, Philippe Maystadt, 

former President of the European Investment Bank, was appointed as Special Adviser in 
March this year in order to reinforce the EU’s influence on the IFRS and to review the 
governance of financial and accounting bodies in the region, and will submit the final 
report to the Council in November this year. 

 A draft report has already been completed. In conclusion, to reform the EFRAG, which 
provides endorsement advice on the EU’s approval of the IFRS mainly from a technical 
perspective, the report proposes strengthening the EFRAG’s governance structure, which 
shall be newly supported by three pillars comprising of European public institutions 
including the ECB, the National Standards Setters (NSS), and private sector stakeholders. 
(EC) 

 
2) Political arguments over contributions to the IFRS 
 The EU’s (three-year) budget for contributions to the IFRS will end this year. The 

European Parliament and the Council (delegates from the Member States) are discussing 
a budget for contributions following next year, which was proposed by the European 
Commission. (EC) 

 At present, members of the European Parliament (MEPs) criticize issues such as the lack 
of prudence in the IFRS and insist on not approving the EU’s budget for contributions to 
the IFRS unless their opinion is accepted. Going forward, the three legislative bodies of 
the EU, namely the European Parliament, the Council, and the European Commission, 
will discuss the issues and seek a compromise. (EC, MEP, and IASB) 

 
3) Reevaluation of the economic effects of IFRS adoption has started 
 The European Commission is carrying out an evaluation on the economic effects of the 

IFRS, which has been adopted since 2005. Evaluation entities were selected and a 
full-scale evaluation started, aiming to reach a conclusion by summer next year. (EC) 

 

2. Arguments over the IFRS in the UK 
 
1) Criticism of the IFRS raised by UK investors, etc. 
 The lack of prudence in the IFRS and its inconsistency with a “true and fair view” as 

required by company law are under criticism by institutional investors in the UK. They 
pointed out the following issues in particular: an increase in volatility in the financial 
sector owing to the expansion of fair-value accounting; problems on governance of 
distributing unrealized profits; and a risk enhancement due to under-provisioning (UK 
pension funds, asset management institutions, etc.) 
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 In reaction to the issues raised, a Queen’s Counsel (QC) expressed an opinion in which he 
pointed out possible inconsistency between the IFRS and company law. The UK 
government (Financial Reporting Council, FRC) also asked for a legal opinion, and 
another QC delivered his opinion that adheres to existing principles. (UK investors, FRC, 
etc.) 

 The UK Parliament (the Economic Affairs Committee (EAC)) also has had discussions 
on issues concerning the adoption of the IFRS, as well as the auditors’ oligopoly. 
Following the report published by the EAC in March 2011, discussions are still ongoing 
particularly in relation to the banking sector reform. (A person involved in the UK 
parliament) 

 
2) Issues debated on the IFRS from the standpoint of bank regulations 
 In the UK, the problem has become more profound (in comparison with other countries) 

as it adopts the IFRS to even bank accounting (nonconsolidated basis). Regulatory 
authorities are increasingly becoming skeptical, particularly after the financial crisis, 
about the measurement of assets/liabilities based on the IFRS, as well as the 
appropriateness of profit distribution on items such as remuneration. (BoE, members of 
the UK parliament) 

 The Bank of England (BoE) has serious concerns about such issues, in particular the 
expansion of fair value, lack of prudence, and under-provisioning. From the standpoint of 
bank regulations, the BoE has imposed since 2012 its own requirements on asset 
measurements and reporting, which will also be adopted in a new measurement of bank 
assets at the EU level. (BoE) 

 
3) Topics in the UK Government 
 The UK government (FRC) has a view that there are no issues with legal consistency, 

even if the IFRS has defects, because the “true and fair view” principle under company 
law has priority. 

 In the meantime, the FRC is of the opinion that the defects of the IFRS should be 
collected, by including prudence in the IFRS Conceptual Framework, for instance. It also 
argues that the IFRS should take the principle-based approach and allow options, rather 
than sticking to one answer. 

 In relation to the IFRS issues, the FRC will start a discussion on liquidity and solvency of 
companies, focusing on non-financial reporting and/or narrative reporting, in addition to 
short-term financial accounting information. (FRC) 

 

3. Developments regarding corporate governance and the relationship 
between shareholders and companies in the EU 

 
1) Review of the Shareholders’ Rights Directive 
 The European Commission is conducting an impact assessment on relationships between 

companies, investors, and shareholders, with an eye on revising the Shareholders’ Rights 
Directive, etc. Main issues include disclosure of remuneration of corporate executives, 
asset management institutions, etc., as well as voting rights on management 
remuneration. 

 
2) Improving awareness of institutional investors to facilitate mid- and long-term 

investment 
 European Commissioner Michel Barnier (in charge of internal market and services) has 

the opinion that shareholders rights should be exercised appropriately in order for 
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companies to generate profits from mid- and long-term perspectives. He criticizes 
excessive passiveness of institutional investors in Europe, including pension funds and 
insurance companies, noting the fact that few of them concentrate their investments. 

 Against this background, the European Commission has conducted a survey. It will 
analyze issues such as whether engagement between investors and companies would 
improve business performance. 

 

4. Implementation of the Kay Review, the Stewardship Code, etc.  
in the UK 

 The Kay Review, which was published in July 2012, proposes the way it believes capital 
markets should evolve in order to enhance the long-term performance of UK companies. 
Based on the proposals, the UK government (the Department for Business, Innovation 
and Skills (BIS)) is implementing policies at the moment and has reported the current 
situation to Parliament. 

 More specifically, the following actions are being implemented steadily: assessment on 
the implementation of the Stewardship Code, aiming for possible revision of the code; 
creation of a matrix to evaluate institutional investors; review of the quarterly disclosure 
requirements; disclosure of remuneration for asset management institutions, etc.; and 
others. Discussions on the above subjects are progressing in the UK and at the EU level 
simultaneously. (BIS) 

 

5. Developments regarding integrated reporting, sustainability report, etc. 
 
1) Disclosure requirements of non-financial information, etc. in the EU 
 The legislation concerning disclosure of non-financial information (on environmental, 

social, and corporate governance issues, etc.) proposed by the European Commission is 
currently under deliberation between the European Parliament and the Council. 

 In parallel with the above, disclosure requirements on tax avoidance, from which 
controversies arose for certain companies, including Apple, are under consideration in the 
“country-by-country reporting directive”. The main issue is to what extent the scope of 
the requirements, which are already imposed on banks, should be expanded to other 
sectors. (EC) 

 
2) International Integrated Reporting Council (IIRC) 
 The International Integrated Reporting Council (IIRC), which discusses the international 

framework for integrated reporting, submitted a revised draft, taking account of massive 
comments submitted in the consultation. Version 1.0 of the framework will be determined 
in the IIRC Council meeting on December 5, following deliberations by the Task Force 
and others in October. (IIRC) 
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