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Overview of proceedings 

1. Presentation by Jane Diplock 

An overview of the presentation by Jane Diplock is as follows. 

 Economy of Japan is one of the major determinating factors of the world in the future. 

 Two great challenges for the 21st century are financial stability and sustainability of the planet. 

 The integrated reporting promoted by the IIRC (International Integrated Reporting Committee) 

is a managing business in a holistic way. 

 In order to achieve financial stability and sustainability, it is necessary to fulfill short-term goals, 

and to assure sustainable and long-term results. 

 In order to function efficiently in a global manner, highly workable reports and highly 

transparent disclosure are essential. 

 Shareholding in the U.S. consists of extremely short-period shareholding since 1987. 

 In relation to this, Andrew Haldane, Executive Director for Financial Stability at the Bank of 

England, asserts that an Impatient Market is not a Happy Market. 

 In order to overcome this, it is necessary to provide a much more holistic and concise 

information offering to investors and this is really what Integrated Reporting is attempted to do. 

 Integrated reporting is not about changing the financial reporting standards.. Rather, Integrated 

Reporting is to try and get the entity of business to look at the value creation chain in the 

business and to give investors an opportunity to value the business appropriately. 

 At the meeting of Central Bank Governors held in May, Andrew Haldane gave a remarkable 

talk entitled “The Dog and the Frisbee,”. His focus in his speech is on the ever increasing mass 

of regulation, but it applies similarity to the ever increasing mass of disclosure where he exhorts 



simplification and streamline for better decision making.. 

 Sometimes less is more in disclosure and we don’t require investors to know absolutely 

everything and all details of about the company. 

 The IIRC is working to try to create a much clearer framework to enable business to propose 

their value proposition in a clear way. It is not additional reporting, rather integrated social and 

economic, governance elements of the business without increasing burdens on companies. 

 Investors should understand that companies are running in a sustainable manner, and that they 

will not go out of business easily. 

 To overcome the short-termism and to increase clarity, the world should coordinate together. 

 Integrated reporting is the tool kit to try to turn transformation and a core drivers and business.. 

 Currently, 80 of the world’s top companies are participating in the pilot program. Reviews are 

being conducted as to what should be reported, with a focus on value creation. 

 Integrated reporting movement is gaining traction all around the world,, starting with the 

signing of the UN’s sustainable stock exchange initiative at Rio+20. 

 

In relation to this, the following questions were raised from the Committee. 

 

(Committee Chairman Sato) 

With regard to ideals for disclosure, various disclosure frameworks are proposed throughout the 

world. What is the IIRC’s relation to such frameworks? 

 

(Ms. Diplock, Mr. Druckman) 

In addition to David Tweedy, the former chairman of the IASB (International Accounting Standards 

Board), being a founding member of the IIRC, the IIRC is cooperating with various agencies, as 

shown by FASB (Financial Accounting Standards Board) members adding their name as IIRC 

members. At the same time, IIRC members are participating in work carried out by such agencies, 

and have a strong relationship. Whereas the current state is one that centers on finance, we have a 

common theme based on the notion that there should be a wider variety of capital, and recognize that 

the final destination for each disclosure framework is the IIRC. 

 

(Mr. Yamazaki) 

Concretely speaking, how are integrated reporting supposed to be made? 

 

(Ms. Diplock, Mr. Druckman) 

It is anticipated that reports will be made on the actual circumstances of companies including 

detailed information, governance, and a PL as well as stories that the company really wants to 



communicate to investors. However, there is no concrete framework yet, and only a general concept. 

We are looking to come up with something that is concrete by the end of next year. 

 

(Mr. Yamada) 

Even if focus is placed on capital other than finance, I don’t think that it would be that simple to 

actually create that kind of an integrated reporting. Are you anticipating that companies can select to 

create a report arbitrarily, or is this going to be made mandatory as a whole? 

 

(Ms. Diplock, Mr. Druckman) 

 

Integrated reporting is an initiative that is lead by companies, and not by regulating authorities. With 

the latest short-sighted way of viewing things, it is not possible to measure a company’s value. 

Integrated reporting aims to tackle the adverse effects that companies are facing by the companies 

themselves. Based on this nature, it is important for companies to voluntary make integrated 

reporting, and we do not believe that such reports will become mandatory. 

 

(Mr. Kagaya) 

I agree with the general concept, but I think it is important to determine, as a company, what kinds of 

benefits there are in business. 

 

(Ms. Diplock, Mr. Druckman) 

Pilot companies are carrying this out while asking themselves questions, and it is necessary for 

companies to carefully consider everything. The objective is to gain trust from people in the investor 

community, to have investors decide on investments from a long-term perspective. With regard to 

this, it is important to carry out further academic research. Although there is less content in 

integrated reporting than there are in regular reports, integrated reporting contains a lot of factual 

information; by having companies provide real information on what they wanted to discuss, 

investors will also perceive these reports to be different from conventional ones. 

 

(Mr. Inoue) 

I think that this is a great approach. But, who are the users, and how will they use these reports? 

You’ve only mentioned investors, but I think that it is important for such reports to be assessed 

appropriately by a wide range of people as to how it reflects not only on shareholders, but on local 

residents, business partners, and consumers as well. In this sense, wouldn’t it be difficult to 

implement this as a single system? I think it is better for companies to implement this arbitrarily. 

 



(Ms. Diplock, Mr. Druckman) 

When it comes to restoring trust from investors and having them invest in the long-term, the main 

focus is investors. However, we are planning on launching a project that targets a wide range of 

readers. Please visit the Web site, as there are forms for reports by sector. 

 

(Secretariat) 

The Secretariat would like to ask one more question. Modern issues that companies are faced with, 

such as overcoming the short-term principle, increasing clarity, undervaluing a company’s value, and 

making concise reports, etc. have been given, and we are also in agreement. At the same time, it is 

not realistic that all issues will be solved by the IIRC. From this perspective, please tell us if there 

are any movements that the CFO should watch, in terms of movements to stand up against these 

issues through means other than the IIRC. 

 

(Ms. Diplock, Mr. Druckman) 

Many people have given thought to these issues, and there are also people who have thought of 

countermeasures other than the IIRC. We are also looking to move forward while hearing opinions 

from various people. With regard to the IIRC, we believe that a global consensus will be reached 

next year. Until this is fixed, we will continue asking for opinions from many people. We have 

concluded an MoU with the International Federation of Accountants, and we believe that there will 

be more in the future. The IIRC is a toolbox, and although it is not a universal remedy, we believe 

that it will be of great help. 

 

(Committee Chairman Sato) 

Also in Japan, things are different from the past and now we are becoming a society that is 

extremely focused on the short term. In addition, we are faced with problems such as quarterly 

releases and J-SOX. Unless we have a concept such as that of the IIRC, we are apprehensive that 

Japan will increasingly become a society where consideration is not given to sustained growth of 

companies. In order to resolve this, we believe that it is necessary for the government authorities to 

change systems and laws. What do you think of this? 

 

(Ms. Diplock, Mr. Druckman) 

We are glad that we were able to confirm with each other than a short-term principle is not a good 

thing. Investors should have motivation so that companies can procure funds properly in the capital 

market. 

There are many problems, and although it is not easy, we are glad to have had the opportunity to 

discuss them with you all here today. 



 

2. SEC (Securities and Exchange Commission) report and trends in the U.S., etc. 

 

Explanations regarding the SEC report and trends in the U.S. were given by the Secretariat as 

described below. 

 

 Although this report was presented in July of this year and some time has passed already, it 

consists of keys to future discussions, such as regarding the fact that (1) analysis by the U.S. 

and its position are important in considering a system of accounting standards in Japan, and (2) 

the IFRS has presented their analysis of this report on October 23 (IFRS Foundation staff 

analysis of the SEC final staff report). 

 As a reference for future discussions in Japan, Document 4 summarises the SEC report with an 

extract of the original text that are thought to be important for our consideration. The 

PowerPoint represents an overview of this extract. 

 The executive summary of the SEC report describes the objective of the report, and summarizes 

the potential impact of introducing IFRS. 

 The analysis is carried out in an extensive manner, using a variety of methods, such as through 

surveys, gathering comments, academic research, and research of other countries. This would 

serve as a reference also in Japan. 

 Since there was not much support for designating the IFRS as authoritative, focus is placed on 

other methods. The background behind this includes the fact that there are almost no countries 

that are applying IFRS without measures to ensure the suitability of the standards, the burden of 

a large amount of costs, and many quotations of the U.S. standards in regulations and contracts. 

 Conditions for high-quality global accounting standards, according to the SEC staff, consist of 

completeness, comparability, and auditability or enforceability, and verifications are made on 

each of these. 

 With regard to the completeness, focus is not placed in this report on the ongoing MoU project. 

However, in this process, the report mentioned that the difference between the IFRS and U.S. 

standards was found to be larger than initial expectations. 

 In addition, as fundamental difference between IFRS and U.S. standards, impairment, 

non-financial liabilities, measurement of assets, stock, inventory, research and development, 

corporate income tax, and tangible fixed assets are given.  

 The existence of industry guidance is given as one of the difference, and the four examples of 

rate-regulated industries, petroleum/gas, investment houses, and brokers/dealers are raised as 

important guidance. 

 With regard to the comparability, analysis of practical business in 36 industries across 22 



countries is carried out, and questions regarding IFRS compliance and variability among 

application have been pointed out. 

 The detailed analysis of the auditability or enforceability would give us certain implication for 

our consideration. 

 First, the SEC admits that there is little experience of IFRS in the U.S., so they use the 

examples and data of the EU companies and authorities’ practices. For the moment, Japan 

would face a similar situation in analyzing the impact of the introduction of hte IFRS.  

 As one of the possible solutions for ensuring the consistency and  auditability, the report  

suggests that the Big Six auditors, including networking independent firms in other jurisdictions, 

make their control more robust. This may be seen as a peculiar position of the U.S. , but this 

kind of argument would not be welcomed in Japan.  

 With regard to the enforceability, the SEC conducted reviews on over 4,000 companies every 

year in the U.S., representing over 40% of the total. In relation to this, the European authority, 

ESMA (CESR), conducted reviews on about 1,000 companies in the EU, which is less than 

20% of the total number of companies. The report points out that this ficure suggests the 

possibility of a decline in consistency of enforcement. 

 The Chapter III analyses the process for standard-setting in the IFRS while touching upon 

composition of the Board and fund-raising. As one of the major criticisms, the IFRS has 

pointed out some problems in the fund-raising of the US itself. As a reference for this debate, 

the Document 5 and 6 summarise the structure of the IFRS Foundation and its funding 

structure. 

 With regard to the composition of the Trustee and IASB Board, SEC seems satisfied because 

there are a large number of North American representatives most of who are from the US.  

 As described in the report, two requirements have been added as new criteria for being the 

member of the Monitoring Board, domestic use of IFRS and financial contribution. The SEC 

Staff shows its clear intention that they will actively participating in the discussions regarding 

the definition of the “domestic use of IFRS”, etc. 

 With regard to the fund-raising, the report argues that while the U.S. is making significant 

contributions, other countries are not. In addition, it shows a strong concern about the fact that 

there are excessive contributions from big accounting firms. 

 Next chapter addresses the subject of understanding and education of investors. The report 

explains that investors are not willing to sacrifice quality in order to achieve convergence of 

accounting sandards. 

 In addition, the report confesses that it is difficult to grasp the opinions of investors, and this 

may be true in Japan as well. 

 Chapter V addresses the issue of regulatory environment, matters that exceed the authority of 



the SEC, such as industry regulations, taxes, stock repurchase limitations, etc. These would also 

be the points to be discussed in Japan. 

 Chapter VI assesses the potential impacts on issuing firms; reviews are being conducted on 

accounting systems, control, procedures, contractual agreements, corporate governance, 

contingency liability for lawsuits, etc. 

 This chapter also addresses the potential impacts on SMEs, and various options for introducing 

the IFRS, including partial and voluntary adoption of the standards. 

 

 We had a business trip to the U.S. just after the publication of this final Staff report.  

 We had interesting discussions with some investors, the NY Stock Exchange and a rating 

agency. The following four points summarise our observations. 

 All the investors we met expressed that differences in accounting standards used in different 

jurisdictions, in particular, in Japan, are not regarded as problems since institutional investors 

carry out analysis/evaluations based on their own methodologies as long as the change in 

standard do not impact corporate behavior greatly. 

 Investors and rating agencies place their emphasis more on disclosure (framework) rather than 

standards themselves. 

 In general, facing the presidential elections and implementation of the Dodd-Frank Act, most 

people have lost their interest in the discussion on the possible IFRS imcorporation which 

would exhibit huge cost without any additional benefit.  

 

Committee members presented the following questions with regard to trends in the U.S. 

(WG leader Kagaya) 

Although a summary of medium-term issues was presented, as a final report was published in the 

U.S., it is necessary to discuss how Japan should accept such issues. Are these kinds of things 

discussed in the Business Accounting Council of the Financial Services Agency? 

 

(Committee Chairman Sato) 

I have said the same thing many times as well, but as of now, there is not even a hint of such kind of 

discussions taking place. I believe that although a conclusion will be delayed for about half a year 

after the presidential election in the U.S., it is necessary to review Japan’s policy during that time. 

 

 


