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Point 1: 
Along with overall dissatisfaction with the US contribution and its convergence 
projects with the International Financial Reporting Standards (IFRS), concerns, 
criticisms and reevaluation regarding individual IFRS standards are expressed. 

 
1）Dissatisfaction with contribution of the US 
・ Recently, the US has emphasised global comparability rather than “a single set of standards”. 

The IASB/IFRS expressed a certain level of concerns and dissatisfaction with declining US 
contributions to the IFRS. Whether the new SEC Commissioner can make a political judgment 
remains unclear. (IASB) 

 
2）Dissatisfaction with the convergence work between the US and the IFRS 
・ The European Commission (EC) and member states, such as Germany, French and UK. are 

dissatisfied with the progress and quality of the convergence project of the US. and the IFRS. 
(EC, Germany, France and the UK) 

・ The work to be done in the context of responses to the financial crisis (in particular, impairment 
of financial instruments) should be discontinued if the work cannot be completed in a timely 
manner. (UK) 

 
3) Impairment of goodwill become a serious problem 
・ At the EU level, the ESMA published a paper raising concerns on goodwill impairment. (EC, 

Germany and France) 
・ With the amount of goodwill growing larger, the impact of impairment losses on corporate 

management is posing a serious concern. (investors) 
・ As with the non-consolidated financial reporting standards, possibility of amortisation of 

goodwill should be considered. (Germany) 
・ Technical and detailed discussions on goodwill and the impairment tests should be seriously 

conducted. (IASB) 
 
4) Lack (Deletion) of “prudence” in the IFRS comes under the criticism of UK investors, etc. 
・ UK investors sent a letter to the relevant policy-makers in the EU, criticizing the lack of 

“prudence” and “true and fair views” in the IFRS framework as well as the way of audits. (UK 
investors) 

・ Looking at individual standards would give you an impression that the idea of prudence exists. 
While persistent criticism (for lack of prudence) of the French is recognised and understandable, 
recent criticisms in the UK can hardly be understood. (LASB) 

 
5) EU reevaluates cost effectiveness of the application of the IFRS 
・ From this year to the next year, the European Commission will conduct the assessment 

(evaluation) of the impact and cost effectiveness taking into account concerns and issues 
currently raised in Europe and experiences in each member state. (EC) 

・ The reform of EFRAG is a top priority in the EU. (France) 



 

 
6) Disclosure framework 
・ The “disclosure framework” is a big theme. To keep disclosure useful to users, reduction of 

amount of disclosure is critical. The forum on disclosure held at the end of January was the first 
step of discussion. (IASB) 

 
7) Incorporation of business models 
・ EFRAG and national standard setters in the UK and France have been conducting a project that 

incorporates the concept of “business models” in the IFRS. Discussion paper will be issued this 
March or April. (EFRAG, France) 

・ French enterprises feel dissatisfied that the IFRS cannot represent business models, so it is 
important to give clear position to business models. (France) 

 
 
Point 2: 

After the financial crisis, strengthening of “Stewardship” and dialogues between 
enterprises and investors (e.g., Engagement activities) is raised as an important 
theme mainly in the UK toward overcoming problems of short-termism in 
investment chain and encouraging investments to support sustainable earnings 
of enterprises. 
 

1) The “Kay Review” 
・ Following requests from the Secretary of State for Business, Innovation and Skills, in order to find 

a way to shift investment chain and its incentive structure from the short-term transaction model to the 
sustainable investment model for enhancing long-term business performance, Kay review has 
made several recommendations. The recommendations include the removal of quarterly 
disclosure.  

・ FRC revised the stewardship code in accordance with the Kay Review (FRC) 
・ There exists general agreement among players in the UK financial market about the 

observations and analysis of the Kay Review, while their opinions on the policy 
recommendations and implementation vary. (UK investors) 

 
2) Strengthening stewardship and engagement 
・ 260 investors and fund management agencies signed the “Stewardship Code” enacted in 2010  

and relevant organisations conducted surveys on the implementation of the code. (FRC) 
・ The Stewardship Code calling on the stewardship of investors, etc. is paired with the Corporate 

Governance Code. (UK investors) 
・ A concept of stewardship is important for all asset owners, fund managers, securities firms, and 

consultants in investment chain. (UK investor, etc.) 
・ The stewardship is also necessary for a board of directors of enterprises. (UK investor) 
 
3) Strengthening dialogues between enterprises and investors (Engagement, etc.) 
・  Emphasis is placed on the engagement in order to understand risk, strategy and value of 

enterprises and incentivise CEOs/CFOs by sharing the thought of investors. (UK investor) 
 
 

  



 

Point 3: 
Developing new disclosure requirement of non-financial information and 
revising rules on corporate governance 

 
1) The European Commission will make proposals to amend the Directives to add disclosure 

requirements of non-financial information 
・ The European Commission will submit a draft revision to expand disclosure of non-financial 

information targeting large enterprises and groups. As for methodology, the existing 
international frameworks are used rather than those unique to the EU. (EC) 

・ There are concerns about discussions where non-financial information is made a mandatory 
disclosure at the EU level. (Germany) 

 
2) Strengthening corporate governance and revising company laws at the EU level 
・ The European Commission announced an Action Plan last December, proposing policies to 

strengthen corporate governance, including the revision of the company directives. (EC) 
・ Previously, discussions at the EU were biased toward the tightening of regulations but last year’s 

Action Plan looks better from the viewpoint of investors. The European Parliament is interested 
in the issue of remuneration. (UK investors) 

 
3) Revision of corporate governance-related rules in Germany and French 
・ Regarding the German Corporate Governance Code, a German organization setting standards 

considers drawing up a draft revision for the cap of remuneration and tightening duties of 
disclosure by the end of June. (Germany) 

・ A new law regulating governance was proposed in France. There are concerns about the contents 
of the law stipulating that two or more representatives become the member of a board of directors 
and a double voting right would be granted to long-term shareholders. (France) 
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takuya fukumoto (meti japan) paid 
a visit to efrag

On 31 January Takuya Fukumoto, Director Corporate Ac-
counting, Disclosure and CSR Policy Office of the Economic 
and Industrial Policy Bureau of the Japanese Ministry of 
Economy,	Trade	and	Industry	(METI)	visited	EFRAG	as	part	
of his European tour meeting with regulators and standard 
setters and the European Commission. Japan allows the 
use of IFRS for listed companies. Some 10 to 20 Japanese 
companies use IFRS or are interested in doing so. Takuya 
Fukumoto met with EFRAG Chairman Françoise Flores and 
EFRAG Director Saskia Slomp.

Issues discussed included corporate reporting standards 
supporting sustainable growth of companies through prop-
er communication with investors; global comparability; EC 
assessment of the IAS Regulation; IFRS developments and 
applications including debate in Europe; and the IASB Ac-
counting Standards Advisory Forum. 

In Japan, a Corporate Reporting Lab was launched in July 
2012. The initiative is similar to the UK FRC Financial Re-
porting Lab, albeit its scope includes all aspects of corpo-
rate reporting. It  gathers companies, investor and analysts, 
to explore more effective communication and disclosure 
about corporate value. In December the Japanese Corporate 
Reporting Lab issued questions long-term investors want to 
ask corporate executives about corporate governance: sur-
vey of deepening dialogue to achieve continuous increases 
in	 corporate	 value	 (http://www.meti.go.jp/english/policy/
economy/corporate_accounting/pdf/CRLab_130204ver.
pdf). 

financial reporting lab: inspiring 
other countries

The Japanese initiative shows that elsewhere in the world 
initiatives, similar to the UK FRC Financial Reporting Lab, 
are flourishing.  The UK Financial Reporting Lab facilitates 
the dialogue between listed companies and investors to ex-
plore innovative or improved reporting solutions that better 

liaising with stakeholders

meet their needs. The Lab provides practical examples of 
practices that investors find useful to their analysis and 
explains why. The Lab encourages other companies to con-
sider adopting the practices, if appropriate in the context of 
their own financial reporting. 

The UK and Japanese Reporting Labs could inspire simi-
lar initiatives in other European countries.  In its October 
meeting, the EFRAG PRC received a presentation on the 
UK FRC Financial Reporting Lab and its activities. EFRAG 
would be ready to facilitate and support the replication of 
the Financial Reporting Lab by other National Standard 
Setters in Europe. EFRAG could provide assistance to Na-
tional Standard Setters that are interested in establishing a 
similar initiative by preparing supporting papers adapted to 
the audience and the topic under discussion, by providing 
organisational support and speakers, or facilitating pres-
entations. Would various Reporting Labs be established, 
exchange of papers could be organised so as to provide 
a	wider	 audience	 (and	 therefore	 influence)	 to	 the	 recom-
mendations which emanate from the groups and to avoid 
duplication of efforts.
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