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Corporate Financial Executive Committee (25th Meeting) 
 

Summary of Proceedings 
 

Date: June 17, 2013 (Monday) 2:00 p.m. to 3:30 p.m. 
 
Venue: The International Conference Room, 17th Floor, Main Building of the Ministry of 
Economy, Trade and Industry 
 
Participants 
Refer to committee register 
 
Topics 
 
1. Presentation by Mr. Atsushi Kogasaka (Vice-chairman of ASBJ) 
 
2. Others 
 
Overview of Proceedings 
 
1. Presentation by Mr. Atsushi Kogasaka (Vice-chairman of ASBJ) 
 
The following is an overview of the presentation by Mr. Kogasaka: 
 
● Today, I am going to talk about recent moves concerning IFRS, especially the Accounting 

Standards Advisory Forum (ASAF)) and the revision of the Conceptual Framework, and 
then, how Japan and ASBJ have dealt with these issues, and how they should be dealt with. 

 
● First, I would like to explain the establishment of the ASAF. So far, the IASB has been 

talking with the FASB, ASBJ, and EFRAG bilaterally. The ASAF was set up to replace 
these bilateral talks with multilateral ones. It is thought that the ASAF was established as a 
new scheme among standards setting bodies of countries, while the MOU project with 
FASB coming to an end. 

 
● Members of the IASB and IFRS’s Standing Interpretations Committee are selected in an 

individual capacity. However, members of the ASAF are selected not as individuals but as 
an organization representing a country or a region. They are expected to express opinions 
of their own country or region to the extent possible. The ASAF consists of members from 
eight countries and four regions with a term of two years. To ensure substantial discussions, 
emphasis was placed on setting up a forum with a small group. 

 
● The first ASAF meeting was held in April. Though it convened shortly after the selection 

of the members, they had active discussions. The main topic was the revision of the 
Conceptual Framework. 

 
● As the ASAF attracts attention around the world, this can be a great opportunity for Japan 

to provide opinions to the world. In this respect, a challenge to address is how stakeholders 
in Japan can form common, unified opinions as a country. 

 
● The revision of the Conceptual Framework started as a result of an agenda consultation 
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held by the IASB in 2011. It included themes concerning net income and the scope of fair 
value measurement, which we also hoped would be discussed. 

 
● After the Conceptual Framework was formulated in 1989, days of the former IASC, a 

project for revision got started in 2004 as a joint initiative with FASB. For seven years until 
2010, they had a great deal of discussions. As their deliverables, however, they released 
what should constitute an overview of a revised framework, the objective of financial 
reporting and the qualitative characteristics of useful information 

 
● This revision work is challenging as it is set to address all of components of specific issues, 

recognition, measurement, representation and disclosure, and reporting entities, and the 
deadline is set at September 2015. 

 
● The revision work covers a broad range of issues. Among them, the problem of net income 

and other comprehensive income (OCI) and discussions about measurement, or those about 
the scope of fair value measurement, are especially important for Japan. 

 
● The current Conceptual Framework only has definitions of assets and liability, leaving 

equity calculated as the difference between them. For profit and loss items, it defines 
revenues and expenses as increases or decreases in assets and liabilities, giving no 
definition of net income or comprehensive income. Nor does it mention which items 
should be measured in fair value and which should be on a cost basis. 

 
● Japan and other many countries requested these issues to be considered by the Conceptual 

Framework as many of the recent account standards adopted non-recycling OCI. 
 
● IASB is going to release a discussion paper on revision of the Conceptual Framework in 

July. The discussion paper will position net income as a primary picture of performance, 
and contain a proposal to differentiate fair value and cost. 

 
● Issues that stakeholders in Japan have an interest in are conservatism and the principle of 

prudence. The principle of prudence was deleted from the Conceptual Framework three 
years ago. When it was revised, stakeholders in Japan expressed significant concern about 
the deletion in that it is against neutrality. 

 
● Today, I talked about three issues of the Conceptual Framework. They are difficult and 

abstract, but quite important themes, and I believe thorough consideration is needed for 
them. I hope that the preparers will also be deeply involved in discussions for that. 

 
After the presentation, members of the committee asked some questions below. 
 
(Mr. Yamada) 
 
In terms of net income, according to an approach described in the handout, OCI will be 
recycled only when it delivers the information fit for the purpose concerning financial 
performance of the term. When applying this principle, there is a concern that even if a 
company intends to recycle in the term cross-held stocks it owns, it may not be allowed to 
recycle all of them. Is it possible to set out a main principle that an entire OCI should be 
recycled and to focus on a discussion about when it should be recycled? 
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(Mr. Kogasaka, ASBJ) 
 
● ASBJ has insisted that comprehensive income and net income only differ in timing of 

recognition, and that they should be equal in total amount. 
 
(Mr. Yanagihasi) 
 
Suppose the Conceptual Framework is established in 2015 and the concept of net income is 
clearly defined, revision works will be started on existing standards that are not conforming to 
the concept. How long will it take to complete the work? A clearly defined concept of net 
income may help us to move to IFRS more easily, but that also requires existing standards to 
be revised. Would you suggest to us a rough time frame? 
 
(Mr. Kogasaka, ASBJ) 
 
IASB says that even when the Conceptual Framework is revised, existing standards will not 
be automatically revised, but that individual standards will be altered under a separate agenda 
set for them. 
 
(Mr. Takahata) 
 
● The issue of which should be defined first, net income, or OCI, is very important. Common 

sense suggests OCI should come after net income as it is “other” income. The point should 
be proposed and discussed further. This also lies behind the fact that net income is still 
dealt with as part of representation, not components. Japan should assert itself in this 
regard. 

 
● I have heard that some countries insist net income is unnecessary. Is it fair to consider that 

neither corporations nor investors seem to regard net income as so important in such 
countries? 

 
(Mr. Kogasaka, ASBJ) 
 
To examine how important OCI is in courtiers in value terms, ASBJ analyzed some 180 
Fortune 500 companies by commission from IASB. The analysis found that between 
companies adopting IFRS, especially those based in Europe, and those based in Japan and the 
United States, there was a large, several-fold difference in the amount of OCI. 
 
(Mr. Sato, Chairman) 
 
● IFRS seems to have net income linked to cash flow too weakly. I think linkage between 

cash flow and performance is very important. Bringing forward the argument may be an 
effective approach. 

 
● In discussing the issues of conservatism and prudence, isn’t too much emphasis placed on 

neutrality? 
 
● The difference in approach to the MoU project seems to be widening between FASB and 

IASB. How should it be managed and what will the future bring? 
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(Mr. Kogasaka, ASBJ) 
 
● In terms of net income, ASBJ attaches great importance to cash flow as the ultimate return 

on investment. Meanwhile. 
 
● In terms of the principle of prudence, a bulletin EFRAG has released recently also insists 

that as it is adopted by a large number of accounting standards, reexamination is needed. 
 
● In the MoU project of IASB and FASB, revenue recognition is expected to be finalized in 

the autumn. A revised exposure draft on lease has already been released. Impairment of 
financial assets was examined in joint deliberations between them. 

 
2. Others 
 
The secretariat reported to the committee about the Sub-group on Corporate Accounting and 
recent moves of IFRS as follows. 
 
(Report about the Sub-group on Corporate Accounting) 
 
● After setup at the last committee meeting, the Sub-group on Corporate Accounting held 

intensive discussion with more than 10 participants through four meetings. Their 
recognition was that taking into account international trends and cost effectiveness, 
zero-based reviews should be carried out. They held discussions about what corporate 
disclosure should achieve, including non-consolidated and consolidated disclosure, 
quarterly disclosure, internal control report, and non-financial information disclosure. 
Today’s report is mainly about the non-consolidated disclosure of listed companies. 

 
● The Financial Instruments and Exchange Act and the Companies Act require different 

non-consolidated and consolidated disclosure, while some requirements are the same, 
Members of the Sub-group share this recognition and discussed how they deal with this 
problem. 

 
● Consolidated disclosure was introduced in 1977, and more than ten years have already 

passed since consolidated disclosure was positioned as a main way of disclosure in 1997. 
However, the way of disclosure in Japan has not completely shifted to the consolidated 
disclosure and there are some overlaps left between items of non-consolidated and 
consolidated disclosure, or items unique to non-consolidated disclosure. Specifically, 
members of the sub-group reached common recognition that non-consolidated disclosure is 
no longer useful as investment information because many companies today use 
subsidiaries for diversification of business or adopted the form of a holding company. 

 
● From the international viewpoint, such detailed and double requirements of 

non-consolidated disclosure are unique to Japan, and no similar example can be found in 
other countries. For instance, in the United States and Canada, non-consolidated disclosure 
is not required. In Europe, non-consolidated disclosure is required only for balance sheets 
in the UK. France and Germany also require only disclosure items similar to those 
specified in the Commercial Code, in principle. It is quite unique that both 
non-consolidated and consolidated disclosure is required, and that the Companies Act and 
the Financial Instruments and Exchange Act have different requirements like in Japan. 
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● On June 10, Keidanren (Japan Business Federation) proposed that consolidated disclosure 
should be required only by the Financial Instruments and Exchange Act and 
non-consolidated disclosure of the Act should be abolished. Instead, financial statements 
compiled under the Companies Act should be used more effectively, so that division of 
roles between the two Acts will be made clearer and reconsidered. 

 
● The consensus of the Sub-group is that, as suggested by Keidanren, non-consolidated 

disclosure under the Financial Instruments and Exchange Act should be integrated into the 
Companies Act, mainly for three reasons. First, as there are diverse types of consolidated 
entities, non-consolidated disclosure is losing usefulness as investment information. 
Second, as a result, companies feel that non-consolidated disclosure is cost without benefit, 
and thus has a negative impact on shareholder value. Some members pointed out that 
preparing disclosure unlikely to be used would discourage motivation and it could turn out 
to be an opportunity cost. The third reason is that disclosure in Japan is too heavy a burden 
compared with major capital markets. 

 
● Furthermore, disclosure under a single act should be designed in a manner to offer 

information reasonable and necessary for its purposes and needs of users, and minimize 
burden of companies. Not only financial disclosure, the entire system of disclosure should 
be subjected to a zero-based review for fundamental overhaul. 

 
● In terms of simplification of non-consolidated disclosure under the Companies Act, some 

members also pointed out that items that are really needed for the purpose of the law 
should be disclosed, as to transactions between parties concerned, lease, and tax effect 
accounting. 

 
● The Sub-group had no time to discuss the entire system in detail but some pointed out 

quarterly disclosure not only made them quite busy, but also made companies and investors 
more short-term oriented in their judgment. It would be important to recognize, or 
understand more in depth, whether or not quarterly disclosure is really useful for 
investment decisions. 

 
● The report published by the Japanese Institute of Certified Public Accountants also 

emphasis that the two systems of financial information should be reviewed and unified. 
 
(Recent moves of IFRS) 
 
● Mr. Hans Hoogervorst, Chairman of the International Accounting Standards Board, came 

to Japan in May. In the meeting with METI, he highly rated the work of ASBJ and 
emphasized the necessity of continued discussions after the establishment of the ASAF. He 
also pointed out that it would be important to continue improving IFRS because the current 
IFRS is not a perfect standard. 

 
● Regarding the convergence project with the U.S., exposure drafts on lease and revenue 

recognition have been issued, and quite a few comments, especially on the draft about 
lease accounting, are expected to come. 

 
● Great changes were found between 2011 and 2012 in the composition of funding made to 

the IFRS Foundation by member countries. The share of Japan rose from 8 to 11 percent, 
the second largest after EU, while that of the United States fell from 8 to 6 percent, a 
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decline by a third in value terms. Contributions from Japan are made by the industry 
community.  

 
● In the EU, two major processes are underway. One is governance reform, and a special 

advisor has been appointed to enhance the EU’s role in promoting high quality 
accounting standards. The other is an evaluation study conducted to assess the economic 
effects, including a cost-benefit analysis by using IFRS in the EU. 

 
● The EU has also set up a project of its own for the Conceptual Framework to seek opinions 

extensively, especially about prudence and whether the asset-liability approach is relevant. 
 
● In terms of a Green Paper on long-term investment the European Commission released, 

discussions got started about ways to overcome short-termism among investors, which they 
suspect may be encouraged by fair value accounting in the accounting principles. 

 
After the report, members of the committee asked some questions below. 
 
(Mr. Watanabe) 
 
How is the recognition or opinions of Mr. Jérôme HAAS, chairman of ANC, prevalent? 
 
(Secretariat) 
 
● We have many opportunities to talk with key figures in Europe, and they all say Chairman 

Haas is an opinion leader. France attaches great importance to net income and the 
statement of profit and loss, and the principle of prudence. 

 
● However, France is a little different from Japan and Germany in terms of the system which 

accounting standards are set by the state. Such differences may come from circumstances 
unique to France. 

 
(Chairman Sato) 
 
At the last meeting of the Business Accounting Council, I requested the Council to work in 
cooperation with the industry and business communities in carrying out study of concrete 
issues concerning non-consolidated disclosure. Probably, the Financial Service Agency will 
prepare a draft, and the Council will work with Keidanren and other stakeholders to set new 
rules of non-consolidated disclosure. At such opportunities, I would like to explain what the 
Sub-group of the Corporate Financial Executive Committee discussed. 
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