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Outline of the Proceedings 

1. Presentation by Mr. Jérôme HAAS 

 

The following is an outline of the presentation by Mr. Jérôme HAAS: 

 

 Today, I would like to talk about two issues regarding French and European views on the 

International Financial Reporting Standards (IFRS): One is the substance of the standards 

and the other is the institutional setting in the organisation. 

 With regard to the substance of the IFRS, we do not very often hear criticism because 

everyone in the international community is very polite. However, too often the standards 

are based on abstract concepts. One good example is leasing. It doesn’t really reflect what 

people like you and me see in the contracts. This difference between the concept and the 

real contract is really problematic.  

 I heard that Hans Hoogervorst, Chairman of the International Accounting Standards 

Board (IASB) made a speech about four misunderstandings at the inauguration of the 

Tokyo office of the IASB. When I heard the speech, I thought his speech was speaking to 

us in Paris, but he was speaking to our Japanese colleagues.. This means that possibly the 

Japanese colleagues were saying the same as the French. In any case, his arguments were 

not convincing. 

 Regarding recent projects as well, Europe has endorsed IFRS10 reluctantly, and IFRS11 

and 12 are also not understood, the rationale and the reasons are not clear and we have 
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lost the tool for consolidation, proportion and integration, which we need finally IFRS13. 

I have the impression that the experience of the financial crises has not been utilized. 

There remain problems in the IFRS9 as well. 

 In addition, the leasing project is a very bad project and logic are impossible to 

understand. They have become excessively conceptualistic. In my opinion, we had better 

stop such a bad project, but the reactions of the IASB are too slow to what we mentioned 

as our real needs. The IASB is investing a lot of time and energy in projects that we do 

not need, like leasers, and revenue recognition, but it is not working on the projects which 

we need. We have been working on the consultation on the IASB strategy but the IASB 

has not given us sufficient feedback on what was its strategy. 

 We have the impression that the IASB does not want to change much. The system of 

IASB is too much top-down and not enough bottom-up. All the problems that I have 

mentioned do not bring us to a global standard. 

 Since we in Europe are using IFRS as our standards, we try not to criticize them. In my 

opinion, we, Europe Japan, the United States and everyone else on the planet would be 

better served by saying the truth and expressing the problems so that we can solve them 

together. 

 The main access for me when it comes to substance is an approach based on what we call 

the business model. Behind this approach lies the idea that accounting should represent 

the actual corporate conditions and the business model is the reality of the time that it 

takes to a company to accumulate cash-flow. That is a key and that is opposed to the 

vision of the IASB which is excessively theoretical. 

 Some people says that“there is volatility in the economy so there should be volatility in 

the financial statements in the accounts”, but I think that is absolutely wrong. Accounting 

should be about not showing volatility that is not reflecting what the management of a 

company is doing and should show only what happens in the company and respect what 

are really their business models. Anyway, we have been working to make a concrete 

proposal. 

 We have also made a proposal about disclosures. This proposal, which were essentially 

made by my British colleagues and ourselves, lists 14 principles so that IASB draft their 

standards in a way where thay do not impose unduly too many disclosures requirments 

but just focus on what is necessary. We have submitted this proposal to the IASB. We 

believe that if the IASB just respects those proposals, the world will change for the better. 

We expect a speedy response from the IASB. 

 With regard to aspects of the process, the NSS (national standards setters) have already 

been contributing to work relevant to the IFRS. Against this background, the IASB has 

made a new proposal regarding collaboration with these NSS. But this has various 

problems. 
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 We have taken a year to develop a proposal for what we called a global partnership with a 

number of colleagues from Germany, the UK, Italy and Japan. National standard setters 

would help the IASB at each stage of the process to better understand what the needs of 

the constituency in the various jurisdictions are and this would work bottom-up. The 

IASB has become very worried about this proposal because the IASB doesn’t want to 

share the management of the global standard setting. That’s why the IASB has made a 

counter proposal. So we will be working on a counter proposal in Europe to get better 

results and better offer. 

 The IASB loves the regional approach. But we believe that this is a very wrong approach 

because the various regional organisations that exist are extremely different and very 

often artificial. In Europe, we have an organisation that is called European Financial 

Reporting Advisory Group (EFRAG), which is only meant to give advice when the time 

comes to endorse or not endorse a standard. But EFRAG is not working well because 

EFRAG has decided not to promote the needs of the European constituents vis-à-vis the 

IASB, but to help the IASB promote IFRS towards the constituents in Europe. Therefore, 

the national standard setters in France, the UK, Germany and Italy representing most of 

Europe, have decided that we want EFRAG to be reformed. The European council of 

ministers has decided as the same. 

 You will not help the global system by just trying to force a regional approach. The 

regional approach is a tool for corporation that is different from one region to another. It 

is a regional issue to be settled within the region.  

 Europe people want Japan to make the same experiment as we have been doing. But in 

the same time, we understand you are also encountering a number of problems and that is 

the reason why you are not joining. So if you feel the same type of issues and concerns as 

the ones that I have mentioned, it is absolutely critical that they are made clear to the 

IASB so that you help us as well as we help you in trying to improve the substance of the 

standards and the organisation of the system.. 

 If the IFRS can be improved through these efforts, it can become truly global. We very 

much count on the cooperation with Japan to help us achieve that improvement. 

 

In the Q & A session after the above presentation, some committee members raised the 

following questions:  

 

(Kagaya, Chairman of the Corporate Accounting Review Working Group) 

The Japanese side shares the same objective of creating high-quality accounting standards on 

a global basis, but we actually disagree with the conceptual framework of reporting, its 

concrete measures and the methodology of setting the standards. From your point of view, 

would you tell us what has been gained as a whole as a result of the introduction of the IFRS 
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in Europe? We would also like to know your view on what has been lost. 

 

(Haas, Chairman of the Autorité des Normes Comptables (ANC)) 

One of gains resulting from the introduction of the IFRS is that Europe has become a first 

runner ahead of the rest of the world. Besides we have found that the IFRS excels in some 

specific fields such as consolidation. But I think the negatives have outweighed the benefits. 

For example, the issue of fair value has been causing major problems. Nevertheless we are 

reluctant to act out such a radical idea as to give up the IFRS. Rather we would like to urge 

the IASB to reconsider its position through discussions, but this seems to be taking a long 

time. 

 

(Nozaki, Committee Member) 

From the viewpoint of manufacturing, the idea of emphasizing net profit on the basis of the 

business model is acceptable. Meanwhile, the importance of unifying standards into one set of 

standards is also understandable. As for how to deal with the IFRS, I think there are two 

approaches: One is the approach to conduct a dialogue from the outside with the changes in 

mind, and the other is to approach it from the inside and change the ways of operation. Which 

do you thinks is desirable? 

 

(Haas, Chairman of ANC) 

Ten years ago, when the IFRS were adopted in Europe, the concerned parties in Europe did 

not think as hard as their contemporary counterparts in Japan and the US. The IFRS were 

adopted in response to requests from companies to the governments. But later the same 

corporate leaders who had once lobbied the relevant governments revisited them, complaining 

that things were not going well with the IFRS. Accordingly, we decided not to endorse the 

IFRS9 although it had been proposed in 2009. It is very difficult to complete just one process 

like this to the end in a satisfactory manner. The US side has declared that the IFRS will not 

be adopted in that country due to the heavy cost burden. But in Europe, the IFRS have been 

already adopted and therefore from a structural point of view it will cost more if the IFRS 

were to be abandoned. Japan has been placed in between these two sides. I suggest that Japan 

declare that it will join the IFRS camp only after all the problems that have currently been 

raised are solved. It will be difficult to come from the inside and strengthen Japan’s leverage. 

I think it is better to lobby from the outside rather than daring to come inside. We should aim 

at the establishment of standards that are agreeable to the whole world, including the US. 

Each of the NSS understand their respective on-site problems better than anyone else, and I 

would like the Japanese side to develop a high-level proposal and cooperate with us. 

 

(Yamada, Proxy for a committee member) 
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I support many of the contents of what you say. In the latest IASB proposal, I have the 

impression that they are setting a direction in which we have to come inside and commit 

ourselves “to devoting our utmost efforts to promoting the endorsement and adoption of the 

IFRS without any amendments” in order to express our view at the Accounting Standards 

Advisory Forum (ASAF) as a forum participant. Could you suggest how we should respond 

on this matter?  

 

(Haas, Chairman of ANC) 

If you read through the ASAF proposal in English, the relevant sentences might not request 

such a strong commitment as you just mentioned. Anyway, in the first place, I feel 

uncomfortable with such a request itself. The IASB is essentially a private entity and does not 

have any public character. The fact that such a commitment is required despite its status 

reveals that the IASB is such a (problematic) institution. 

 

2. Trends in Europe and other areas 

 

The Secretariat explained about various disclosure framework issues and trends in Europe as 

follows: 

 

 (Handout No. 4) This handout lists the documents and the like that have been issued in 

Europe, France and the UK as far as we know. For a recent example, as ANC Chairman 

Haas mentioned earlier, a discussion paper about the disclosure framework has been 

published. In addition to this, the UK and EFRAG have both published their respective 

position papers regarding the impact of the accounting standards. EFRAG also published 

a paper entitled "EU Perspective on the Move towards Global Accounting Standards." 

 In France, the Autorité des Normes Comptables (ANC) started to host a series of research 

symposiums in August. The discussion papers with EFRAG and the UK were as 

mentioned earlier. 

 In the UK, along with discussions about disclosure, the so-called “Kay Report” compiled 

by Prof. John Kay of the London School Economics was published. This report raises 

questions about how to make disclosures and how to behave as investors. 

 With regard to the IFRS-related issues, a proposal to revise its Due Process Handbook 

was submitted in accordance with the final report (which was published in February) 

regarding the review of the Monitoring Board and the Council. In November, as ANC 

Chairman Haas mentioned earlier, the establishment of the forum (i.e. ASAF) was 

proposed with the aim of incorporating national standards setters in the process. 

Furthermore, there are other proposals, papers and the like, including a tentative 

settlement on lease accounting, and a counterargument paper to refute the US-published 
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SEC final report. 

 (Handout No. 6) This paper was published by the IFRS Foundation for discussion about 

the IASB’s conceptual framework at a public meeting of the IASB. It shows a 

two-column table in which misunderstandings about the IFRS are described in the left 

column entitled “Misunderstandings” while the views of the IFRS / IASB on the 

respective misunderstandings are presented in the right column entitled “Reality.” This 

paper will become the basis for the discussions to be resumed in 2013 and thus company 

executives and business people are asked to pay attention to the contents. 

 (Handout No. 5) With regard to the disclosure framework, the US and European 

authorities published their respective discussion papers, basically in order to address the 

problem of the notes attached to financial reporting, the volume of which has become 

enormous and the contents have become less and less consistent. 

 The above-mentioned US paper analyses the existing notes in light of the basic idea that 

explanations about matters potentially affecting cash flow in the future should be 

disclosed. This paper covers only the notes and presents a list of the questions that can be 

used when standards setters determine how to handle the notes from now on. The list is 

designed to enable these standard setters to judge whether disclosure should be made or 

not by answering about 20 questions in the list. 

 Moreover, in the context of making disclosure requirements flexible, the paper presents 

the idea that different requirements should be formulated, depending on the industry 

and/or bracket, or that these requirements may be entirely left to the discretion of the 

business entities. 

 With regards to disclosure, the paper also proposes the methods for business entities to 

make judgments. Basically it also suggests how business entities should make corporate 

decisions while referring to the above-mentioned list of questions that should be 

considered by the standard setters. 

 This proposal also presents how the formats along with the contents of the requirements 

should be considered. This paper was published in order to ask for opinions, and thus the 

Accounting Standards Board of Japan (ASBJ), which is the Japanese standards setter, is 

now compiling its comments. 

 Meanwhile, EFRAG’s discussion paper argues that the notes should be rationalized in 

order to improve the quality of disclosure. It argues that the notes are provided to explain 

matters described in financial statements and should focus on essential information, 

proposing that the focus should be on the events that are presently recognized or 

occurring at the current time, rather than excessively looking into information about the 

future. This proposal can also be said to focus on the user’s needs. The ASBJ is 

considering making comments on this discussion paper as well. 
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Regarding the trends in Europe and other areas, some committee members raised the 

following questions:  

 

(Okusa, Committee Member) 

With regard to the lease project, the real estate industry players in Europe, the US and Japan 

have not been showily objecting because it has been decided that (the lessors of) real estate 

shall be exempted. (Note from this speaker: The Real Estate Companies Association of Japan 

is requesting that real estate lessees should also be exempted as is the case with lessors.) The 

current project plan seems to show understanding of the characteristics of real estate as 

properties, but if the FEI and/or the Japan Leasing Association request that the plan should be 

totally overturned, this would change the whole ballgame. If a hardly-applicable plan emerges, 

the preparers would be concerned…So I have mixed feelings. How is the situation in Europe? 

 

(Haas, Chairman of ANC) 

We also have been very confused with the currently proposed standard. The European side 

has also been struggling with its policy, although the relevant discussions have been 

proceeding. In France, this standard has even been sparking resentment. And yet, even if we 

make an objection, it will take a long time and cost a great deal of money. Accordingly, 

business entities might decide to just give up because their main line of business is not to be 

engaged in lobbying activities but to conduct their own business as the first priority, but such 

a mood of resignation will pose an extremely high risk. This project changes the contents so 

frequently that we do not know exactly what the latest one is. Under these circumstances, 

technical issues have been hardly discussed. 

 

(Sato, Committee Chairman)  

Chairman Haas, you have delivered lectures in various places in Europe, and on such 

occasions you have stated that accounting standards should be created in the light of actual 

trading conditions in the field. Your opinion on this matter has something in common with the 

Japanese view on accounting standards. It seems to me that a lot of people cannot help but 

have feelings of resistance here and there if they look at the IFRS from this point of view. 

 

(Sakase, Proxy for a committee member) 

I have the impression that the ways in which both the IASB and FASB have announced their 

respective tentative settlement, are inaccurate. According to the understanding of the ASBJ, 

their tentative settlement on the lease issue instructs the use of the fair value as the criterion 

for choosing the accounting principles, or to use the fair value as a measurement tool in the 

case of certain requirements of the lessors. However, in their example with regard to the 

relevant accounting treatment for the lessors, the lease discount rate described in a lease 
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contract has been used as the discount rate of interest. I asked about this contradiction when 

the FASB Chairman made a speech in Japan. His answer indicated that the fair value used in 

their tentative settlement was not the right message. Since the IASB and FASB have been 

talking at cross-purposes, it is impossible to know what is right. 

 

(Haas, Chairman of ANC) 

I think that IASB and FASB have not been able to reach consensus. I mean, especially with 

regard to matters on the side of the lessor, a consensus has not been reached. One issue is 

whether the lessees and lessors should be treated in the same manner. In my opinion, they 

should be treated in the same manner. But this does not mean that everyone has the same 

opinion. The lease project has a fundamental problem, and it seems to me that this is a 

meaningless project. In France, we have a more serious problem; before the tentative 

settlement was made, the IASB conducted an interview survey by telephoning French 

companies. And yet the subsequent model was totally different. I want to see a change in such 

a process. As you can see the reality, I think you can understand that it is also difficult to get 

along even if you come inside. 
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