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I. EXECUTIVE SUMMARY

1. CESR provides in this advice a factual description of the work timetable of the Canadian, Japanese
and US standard setters on the convergence between IFRS and the GAAPs of these countries. The
information is given in the format of tables. As the Accounting Standards Board of Canada (AcSB)
decided in January 2006 to move financial reporting for Canadian publicly accountable
enterprises to IFRS, the table on Canada outlines the steps to be followed until the changeover in
2011. In the case of Japan and the US, CESR has prepared the tables using as a starting point the
differences between the Japanese and US GAAP and IFRS identified in CESR’s 2005 technical
advice!. In the other columns of the tables CESR gives an indication of the current situation of
those issues and the prospects for 2007/2008. The information included has been obtained
through public sources only and should not be interpreted as providing any evaluation or
assessment of the progress in convergence at this stage of the three considered GAAP.

2. Regarding the definition of equivalence, CESR agrees with the Commission on the need to publish
as soon as possible the notion it will use when the determinations of equivalence are made by 1
July 2008. In this respect, this advice confirms the outcome based approach CESR followed in
2005. Third country GAAP would be equivalent to IFRS if investors should be able to make a
similar decision irrespective of whether they are provided with financial statements based on
IFRS or on such third country GAAP. CESR also considers that a determination that third country
GAAP are equivalent to IFRS must be based on the presumption that filters at country levels (as
described in Section IV of this paper), audit assurance and enforcement on entity levels are
sufficient for investors to rely on.

3. To map out the situation of third country GAAP in the EU, the Commission has asked CESR to
provide a list of those GAAP currently used in the EU regulated markets. This list is included in
section V of this advice. It’s important to note that the list is only indicative, as at the date of this
document some of the considered issuers could have delisted the securities or changed the
accounting standards. Also, although CESR considers that the list provides a good indication of
the situation in the EU, it could not obtain data from all the EU regulated markets in the very
short time available.

4. According to the available information, third country issuers using third country GAAP (other
than Canadian, Japanese and US GAAP) represent 5,8% of the total number of issuers having
their securities admitted to trading on EU regulated markets. There are 28 GAAP different from
IFRS, Canadian, Japanese and US GAAP. In terms of number of issuers, the Indian (around 70
issuers), Korean (around 30), Chinese (around 20) and Russian (around 14) GAAP are the most
common “other GAAP” on EU regulated markets.

II. INTRODUCTION

5. The Prospectus Directive and Regulation (“the prospectus regime”)* and the Transparency
Directive® will soon require the European Commission (“EC or the Commission”) to establish
whether a given third country GAAP is equivalent to IFRS.

I Ref 05~230 “Technical advice on equivalence of certain third country GAAP and on description of certain
third country mechanisms of enforcement of financial information”

2 Directive 2003/71/EC of the European Parliament and of the Council of 4 November 2003 on the prospectus
to be published when securities are offered to the public or admitted to trading and amending Directive
2001/34/EC

Commission Regulation (EC) No 809/2004 of 29 April 2004 implementing Directive 2003/71/EC of the
European Parliament and the Council as regards information contained in prospectuses as well as the format,
incorporation by reference and publication of such prospectuses and dissemination of advertisements.



As a result of the prospectus regime, third country issuers who have their securities admitted to
trading on an EU regulated market or who wish to make a public offer of their securities in
Europe, are required from 1st January 2007 (unless any transitional measures apply) to publish a
prospectus including financial statements prepared on the basis of EU endorsed IFRS or on the
basis of third country’s national accounting standards (third country GAAP) if these standards
are equivalent to the endorsed IFRS. In the meantime, appropriate transitional arrangements
apply under Article 35 of the Commission Regulation on prospectus.

Similarly, under the Transparency Directive, third country issuers whose securities are admitted
to trading on a EU-regulated market also have to provide annual and half-yearly financial
statements (as from January 2007) which should either be prepared in accordance with IFRS or
third country GAAP equivalent to the endorsed IFRS. Appropriate transitional arrangements will
also apply under Article 26 (3) of that Directive.

The EC has recently adopted in December 2006 two measures* allowing for a two-year
transitional period (until January 2009) third country issuers to prepare their annual financial
statements and half-yearly financial statements in accordance with the accounting standards of
Canada, Japan or the United States. The aim is to give more time to the standard setters and
regulators of these countries to continue with the convergence process. Also, as other countries
are converging national GAAP to IFRS over a period of time, the Commission considered it
appropriate to allow for the same two-year transitional period such third country issuers to
continue preparing their annual and half-yearly financial statements in accordance with a GAAP
that is converging to IFRS, providing that certain conditions are met.

The abovementioned December 2006 measures envisage a different treatment of third country
issuers before and after January 2009:

~ Transitional period until January 2009. During this phase, accounting frameworks other
than IFRS, Canadian, Japanese or US GAAP may be used subject to certain conditionss. The
decision to accept other accounting frameworks is the responsibility of the competent
authority, although recitals in the two measures state that “To ensure consistency within
the Community, CESR should co-ordinate the competent authoritics’ assessment as to
whether those conditions are satistied in respect of individual third country GAAP’,

~ After the transitional period, a third country’s GAAP will be acceptable only if it has been
determined equivalent to IFRS by the European Commission pursuant to their definition of

5 Directive 2004/109/EC of the European Parliament and of the Council of 15 December 2004 on the
harmonisation of transparency requirements in relation to information about issuers whose securities are
admitted to trading on a regulated market and amending Directive 2001/34/EC.

4 Commission Regulation 1787/2006 of 4 December amending Commission Regulation 809/2004 on
prospectuses and Commission Decision 2006/891/EC of 4 December 2006 on the use by third country issuers
of securities of information prepared under internationally accepted accounting standards (“the Transparency
Decision”).

5 According to the revised Article 35.5A (c) of the Prospectus Regulation (and the similar provision in the
Transparency Decision) these conditions are:

(i) The third country authority responsible for the national accounting standards in question has made a
public commitment, before the start of the financial year in which the prospectus is filed, to converge
those standards with IFRS;

(ii) That authority has established a work programme which demonstrates its intention to progress towards
convergence before 31 December 2008; and

(iii) The issuer provides evidence that satisfies the competent authority that the conditions in (i) and (ii) are
met.
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equivalence which they will establish by 1 January 2008. The Commission will consult
CESR on the appropriateness of the definition of "equivalence", the "equivalence
mechanism" and the actual determination of the equivalence.

According to the revised Prospectus Regulation and the Transparency Decision, the Commission
must establish a definition of equivalence, setup an equivalence mechanism and then determine
the equivalence of third country GAAP to a specified timetable. The legal measures require the
Commission to consult CESR on each of these issues.

At least six months before 1 January 2009, the Commission shall ensure a determination of the
equivalence of the GAAP of third countries, pursuant to a definition of equivalence and an
equivalence mechanism that it will have established before 1 January 2008. In order to start the
process of determining equivalence, the EC is going to ask CESR for advice in several phases. On
22 February 2007 CESR has received the first request for advice (details of the EC’s request can
be found in Annex 1). This document addresses the request regarding the first phase. The
deadline for submission to the Commission is 1 March 2007

In the first phase, the Commission is seeking advice on issues needed for its first report to the
European Securities Committee and European Parliament, and for the definition of equivalence.
The EC has to report to these two institutions before 1 April 2007 on the timetable envisaged by
national accounting authorities of Canada, Japan and the United States for the convergence. To
this end, the Commission is requesting a list of the GAAP currently being used on EU markets as
well as updates on the IFRS convergence in US, Japan and Canada.

To comply with the request relative to the second phase, CESR will have to advice by 1 May 2007
on a suitable mechanism for determining the equivalence of a third country GAAP. This advice
will not be an assessment of which GAAP are equivalent, but of the mechanism, or procedure, for
making that assessment.

Within CESR, the operational group CESR-Fin chaired by Paul Koster, Commissioner of the
Netherlands Authority of Financial Markets (AFM) has been in charge of the EC’s request.

On 19 February 2007, CESR-Fin representatives met with a few members of the staff and board
of the International Accounting Standards Board (IASB) with the purpose of discussing the
forthcoming EC requests on third countries GAAP. There was a useful exchange of views on the
work programmes of the IASB, the Accounting Standards Board of Canada (AcSB), the Financial
Accounting Standards Board of the United States (FASB) and the Accounting Standards Board of
Japan (ASBJ]) and the IASB participants at the meeting expressed their willingness to co-operate
with CESR in the preparation of the future reports CESR has to produce for the Commission on
third countries GAAP.



III. DESCRIPTION OF THE WORK PROGRAMMES OF THE CANADIAN, JAPANESE AND US STANDARD SETTERS
(PARAGRAPHS 16-~24)

Extract of the Commission’s mandate

In order for the Commission Services to present a report to the European Securities Committee
(ESC) and the European Parliament (EP) by 1 April 2007 and to satisfy their obligations to monitor
and inform the ESC and EP about the amount of progress in convergence, we request the following
advice from CESR.

1.1 Provide a description of the work timetable of the Canadian, Japanese and US standard setters,
on the convergence between IFRS and the GAAPs of these countries (TD Article 2(1), PR Article
35(5B)).

1.2 Provide a description of the progress, to the extent possible, on these work programmes using
the work that CESR carried out for its June 2005 advice to the Commission as a basis (TD Article
2(2), PR Article 35(5B)). NB: To the extent possible, the Commission would welcome assessment of
the progress in convergence at this stage and asks CESR to bear in mind that a thorough report on
progress in such convergence and on progress on the elimination of reconciliation requirements
will be requested from CESR at a later stage to meet it's obligation to "closely monitor and regularly
inform ESC and EP about the amount of progress in this convergence and of progress on the
elimination of reconciliation requirements" — TD Article 2(2), PR Article 35(5B)).

16. This section provides a factual description of the work timetable of the Canadian, Japanese and

US standard setters on the convergence between IFRS and the GAAPs of these countries. The
Commission also requests CESR to provide, to the extent possible, a description of the progress
made on these work programmes, using the 2005 CESR advice as a basis. To this aim, CESR has
prepared the second and third tables below using as a starting point the differences between the
Japanese and US GAAP and IFRS identified by CESR in the abovementioned advice. In the other
columns of the tables CESR gives an indication of the current situation of those issues and the
prospects for 2007/2008. In the case of Canada, the table has a different structure. The AcSB
decided in January 2006 to move financial reporting for Canadian publicly accountable
enterprises to IFRS. The table on Canada outlines the steps to be followed until the changeover in
2011.

17. The tables have been drawn up summarising information that CESR has obtained through the

following public sources:

~  CESR/05-230b “Technical advice on Equivalence of certain third country GAAP and on
description of cerfain third country mechanisms of enforcement of financial
information” published in June 20005.

-~ The “Project plan concerning the development of Japanese Accounting Standards”
published by the Accounting Standards Board of Japan in October 2006.

~  The IASB work plan and projected timetable as of 31 December 2006.

~  The IASB/FASB Memorandum of Understanding published in February 2006.

- The FASB work plan and projected timetable.

~  The “Implementation Plan for Incorporating IFRS info Canadian GAAP’ published by
the Accounting Standards Board of Canada in June 2006.
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The extremely tight deadline given to CESR to produce this advice (see paragraph 11) made it
impossible to get additional inputs from the national standard setters of the countries concerned
(AcSB of Canada, ASB of Japan and FASB of US) or from the IASB, neither their confirmation that
the information included in the tables was accurate and up to date.

Also due to the time constraints, CESR has not analysed the content of the standards issued by
standards setters since the publication of its advice in June 2005 and therefore cannot, at this
stage, assess whether the issuance of these standards means a progress toward convergence.
Similarly, CESR has not analysed either the other steps set out in the tables (such as the setting up
of working groups to deliberate on the issues, the publication of exposure drafts, etc) and
therefore is not in a position to judge its possible impact on the process of eliminating differences.

Since CESR issued its advice, new standards were published by the IASB, some already endorsed
by the European Commission (IFRS 6 and IFRS 7) and some not yet (IFRS 8). These newly
published standards were not analysed in CESR’s 2005 advice and are not considered in this
advice either.

Similarly, since June 2005, the International Financial Reporting Interpretation Committee
published a certain number of interpretations (“IFRIC”). Those IFRIC were not considered in this
advice nor the interpretations issued by the interpretative bodies in the concerned countries.

For the reasons mentioned above, this advice should not be interpreted as providing any
evaluation or assessment of the progress in convergence at this stage of the three considered
GAAP.



A. CANADIAN GAAP

23. In January 2006, the Accounting Standards Board of Canada (AcSB) adopted its Strategic Plan,
which includes the decision to move financial reporting for Canadian publicly accountable
enterprises to International Financial Reporting Standards, as issued by the International
Accounting Standards Board.

24. Consequently, as regards Canadian GAAP, CESR only outlines the AcSB’s implementation plan for
incorporating IFRS into Canadian GAAP, including identifying key decisions that the AcSB will
need to make as it implements the Strategic Plan for publicly accountable enterprises.

Deadline Objectives

2006-2008 Obtain training and thorough knowledge of IFRS

By early 2008 Progress review by AcSB

Farly 2008 fe}‘l]ailélvgveover timing to be announced by the AcSB following progress

Enterprises assess accounting policies with reference to IFRS and
develop a plan for convergence

Disclosure of an enterprise's plan for convergence and what effects
December 31, 2008 the enterprise anticipates will arise with the change to IFRS (see
paragraph 29 of this document)

Same disclosure required as in 2008, but with a greater degree of
December 31, 2009 quantification of the effects of the change to IFRS (see paragraph 29
of this document)

First year for collection of comparative information for inclusion with
2011 financial statements under new IFRS-based requirements.

December 31, 2010 Last year of reporting under current Canadian GAAP
January 1, 2011 Changeover. First year reporting under new IFRS-based standards.

2008

January 1, 2010

Enterprises issuing interim financial statements prepare their first
IFRS-based statements for the three months ended March 31, 2011
End of first annual reporting period in accordance with new IFRS-
based requirements

March 31, 2011

December 31, 2011




B. JAPANESE GAAP

SIGNIFICANT ISSUES IDENTIFIED IN CESR ADVICE

Theme

Issues according fo CESR advice (June 2005)

Current status as of 02/07

Prospects 2007/2008

Share-based
payments (IFRS 2)

Expense recognition + explanatory notes: Remaining differences between Japanese GAAP|
ED3 and IFRS 2 are considered not significant. However, to the extent that Japanese GAAP
does not provide information for investors to be able to compare the basis of the expense,

Disclosure A should be required as a remedy.

Accounting standards and guidance were released (December 2005).
Requisite disclosure is also defined therein.

Accounting standards and guidance have been
implemented since.

Business
Combination (IFRS
3)

[Pooling of interest method ~ The basics of accounting treatment for business
combinations of Japanese GAAP and IFRS are the same. However the required application
of pooling-of-interest method would create differences in the financial reporting, which
by no means available to the investor could create comparable information on the
financial position and performance of the merged entity

Date of exchange - Under Japanese GAAP shares issued as consideration are measured at
their market price over a reasonable period of time (a few days) before the parties reach
an agreement on the purchase price and the transaction is announced. Under IFRS 3
shares issued as consideration are measured at their fair value on the date of the exchange|
transaction.

Minorify inferests at historical cost - Under Japanese GAAP, minority interest can be
measured the same way as IFRS or as the minority’s portion of the pre-acquisition
historical book value of the identifiable net assets acquired.

Step acquisitions ~ Step acquisitions under IFRS 3 require revaluation of previous interests|
at fair value at each acquisition date. Under Japanese GAAP previous interests are not
revalued, resulting in an accumulation of fair values at different dates

A Project Team was launched in December 2006.

A research report should be issued in the third quarter
of 2007. Depending on the discussion on this research
report, a discussion paper may be issued in the fourth
quarter of 2007.

Capitalization of acquired R&D in process - In process R&D is capitalised under IFRS but
usually expensed under Japanese GAAP

Deliberations will be conducted by the Intangible Assets Working
Group.

(See “Capitalization of development costs”)

Negative goodwill - Japanese GAAP recognises negative goodwill as a liability and
amortised on a straight-line basis within 20 years.

Information required to be disclosed as Disclosure B (amounts, causes
of occurrence, methods of amortization and amortization periods) are
already required under the new accounting standards put into effect
from 2006.

Accounting standards and guidance are currently
effective.

Insurance (IFRS 4)

Catastrophic provisions - Japanese GAAP requires insurance companies to account for
catastrophe provisions. The degree of disclosure in relation to this varies in practice. It is
to be noted that the amount of catastrophe provisions is not systematically disclosed.

The industry targeted for application is limited to the insurance industry and the IASB is currently discussing the phase IL.

Remark: for a full description of the issues, please consult CESR 05-230b. Remedies (disclosures A, B and supplementary statements)
are described in paragraphs 99 to 131.




Inventories (IAS 2)

LIFO - Japanese GAAP permits the use of LIFO stock valuation. However, in practise the
usage of LIFO for Japanese entities is relatively rare.

A project team is to be established in 2007 to initiate deliberations.
Only a few companies have adopted the LIFO method. Also, this is an
issue for which the application of remedies can be avoided by the
choice of accounting policies at each entity level.

A decision will be made on the course of action

Lower cost or market method - The cost method is allowed under Japanese GAAP as an
alternative to lower of cost or market.

Accounting standards were released (July 2006) stipulating book value
should be adjusted downward where any deterioration of earning
power thereof exists.

Accounting standards will be applied from April 2008
(earlier application is encouraged).

Constructions
contracts (IAS 11)

Percentage-of -completion method - Contract revenue and costs associated with the short
term contracts are recognised when constructions are to be completed (“completed
contract method”). Under the long-term contracts, both percentage of completion method
and completed construction method are permitted. Many companies adopting the
percentage of completion method do not apply it to all contracts but under certain
conditions only, partially influenced by taxation rules.

A Technical Committee was set up in November 2006.

Accounting Standards and guidance will be released
by the end of the year 2007.

Property, plant &
equipment (IAS 16)

| Asset refirement obligations - Estimated costs for asset retirement obligations, such as
dismantling and removing costs and site restoration costs, are not commonly capitalized
at initial measurement under Japanese GAAP. Recognition of restoration costs (under the
definition of IAS 37 for the recognition of provisions) is required under IFRS, whereas
recognition is limited to certain industries only, under Japanese GAAP.

A Technical Committee was set up in November 2006.

Accounting Standards and guidance will be released
by the end of the year 2007.

Employee benefits
(IAS 19)

Pensions, Post Retirement Benefits (including the discount rate to be used for
calculating retirement benefits obligations)

This issue was chosen as the agenda for the longer-term joint project
with the IASB, and a working group will be established in 2007 to
initiate deliberations and to convey opinions and comments to the IASB
and the FASB.

A decision will be made on the course of action to be
taken, based on considering the progress in discussions
between the IASB and the FASB.

Effects of changes
in foreign
exchange rates (IAS|
21)

Translation of goodwill - Under Japanese GAAP goodwill shall be translated by using the
historical rate at the time of initial consolidation.

Deliberations are to be conducted in conjunction with No. 1, “Business
combinations (pooling-of-interest method)”.

See “Business combinations, pooling-of-interest
method”

Consolidated &
separate financial
statements (IAS 27)

Qualified special purpose entities - In Japanese GAAP, the status of Qualifying SPEs
(QSPE) is slightly different as being essentially addressed in connection with provisions
on derecognition of assets. Exemptions provided in this context for QSPEs could lead, res
sic stantibus, to their possible non-inclusion in consolidated balance sheet and income
statements.

A technical committee was established for this issue. The committee has
picked up the issue of the disclosure of SPE as the first agenda to be
discussed and deliberations thereon have been initiated. An Exposure
Draft on Guidance No.22 was issued in January 2007.

As for deliberations of the disclosure, its guidance will
be released by March 2007. As for deliberations of the
scope of consolidation, a discussion paper will be
released taking into consideration the progress in
discussions between the IASB and the FASB by the end
of 2007.

Uniformity of accounting policies concerning overseas subsidiaries - However it is
permitted to use financial statements prepared in accordance with local GAAP of foreign
subsidiaries, unless the difference in accounting policies will lead to unreasonable
consequences.

With the release of Practical Issues Task Force (PITF) (May 2006),
accounting policies applicable to foreign subsidiaries will be unified
substantially with those applicable to parent companies. (Furthermore,
consolidation of financial statements using IFRS or U.S. GAAP is now
permitted here subject to certain adjustments.)

PITF will be applied from April 2008 (earlier
application encouraged).

Investments in
associates (IAS 28)

Uniformity of accounting policies of associates - In principle there is the requirement for|
unification of accounting policies, however reference is made to the previous aspect
mentioned under IAS 27 B, although having a different impact on the investors’ decision

A project team will be established in 2007 to initiate deliberations. Also
to include such issues that may arise from the introduction of IFRS in
fiscal 2005 in the project team deliberations, it is considered that this
issue may be brought up for redeliberation in the course of discussions
with the IASB and/or with the FASB. (Under current Japanese
accounting standards, uniformity of accounting policies applied to
investing companies and their affiliates are considered to be desirable
as a general rule, but such uniformity is not forced from practical
considerations.)

Based on the deliberations by the project team, an
exposure draft will be released as necessary.
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Financial
instruments :
disclosure &
presentation (IAS
32)

Disclosure of financial instruments at fair value - Under Japanese GAAP, fair
value of derivatives and investments in securities shall be disclosed in comparison with
their carrying amounts. In addition, fair value disclosure of derivative instruments
which are used for hedging purposes is not required.

This issue was chosen as the agenda for a short-term joint project
with the IASB, and a working group was established to initiate
deliberations. A technical committee was established in
November 2006.

Accounting standards and guidance will be issued
by the end of the year 2007.

Impairments of
assets (IAS 36)

Impairment tests - When amounts of undiscounted future cash flows of long-lived
assets are less than their carrying amounts, the difference between the carrying amounts
and the recoverable amounts are recognised as impairment losses.

Reversal of impairment loss - Reversal of impairment loss is prohibited under
Japanese GAAP. Reversal of impairment loss on goodwill is prohibited under both
standards.

On the agenda - no publication yet.

The ASBJ will assess feedback from markets on the
impairment standards effective from 2005. To this
end, a project team will be established in 2007 to
conduct market research. Deliberations will be
made reflecting the progress in discussions between
the IASB and the FASB (short-term convergence
project). A Project team will be established in the

first quarter of 2007.

Provisions (IAS
37)

Scrapping costs -~ Estimated costs for asset retirement obligations, such as dismantling
and removing costs and site restoration costs, are not commonly capitalized at initial
measurement under Japanese GAAP. Recognition of restoration costs (under the definition
of IAS 37 for the recognition of provisions) is required under IFRS, whereas recognition is
limited to certain industries only, under Japanese GAAP.

Deliberations will be conducted in conjunction with “Asset retirement obligations”

Capitalisation of development costs - Under Japanese GAAP, costs incurred during

A working group was established to initiate deliberations.

Discussion papers will be released by the end of
2007 based on the results of market research and

Intangibles Assets Deliberations will be made taking into consideration the progress in |taking into consideration the ss in discussions
3ibles Assets development phase shall be expensed when incurred. The total R&D expenditure itself is _(' b(,r. b.w © N © g‘l consider © progres 3 nto considerati . (:progrcst.l cussions
(IAS 38) . . . . . discussions with the IASB and the FASB (short-term convergence between the IASB and the FASB. If IFRS are converged
disclosed, but there is no requirement for detailed disclosure. A .
project). to U.S. GAAP, differences between Japanese
standards and IFRS will then be eliminated.
Financial Financial instruments ~ CESR needs more information to determine whether the Deliberations will be made taking into consideration

instruments (IAS
39)

identified differences do in fact influence investors’ decisions. Reference is made to
paragraph 138

The ASBJ is monitoring the IASB's and FASB's discussion.

the progress in discussions between the IASB and the
FASB.

Investment
Properties (IAS
40)

TFair value ~ Fair value of investment properties is not required to be disclosed.

On the agenda - no publication yet

Deliberations will be made taking into consideration
the progress in discussions between the IASB and the
FASB (short-term convergence project). If IFRS are
converged to U.S. GAAP, differences between
Japanese standards and IFRS will then be eliminated.

Agriculture (IAS
41)

Agriculture - Differences in fair value of specific agriculture items. There is no specific
standard for agriculture under Japanese GAAP

Not on the agenda

Very few numbers of publicly listed companies are
engaged in agricultural businesses.

11




OTHER ISSUES WHICH WERE NOT SIGNIFICANT OR NOT IDENTIFIED IN CESR ADVICE BUT ON WHICH THERE IS A CONVERGENCE PROJECT

Theme

Issues according to CESR advice (June 2005)

Current status as of 02/07

Prospects at the beginning of 2008

Segment reporting
(IAS 14)

Not significant

A Technical Committee was set up in December 2006.

An exposure draft should be issued by the end of
2007.

Lease (IAS 17)

Not significant

Exposure Draft of Accounting Standard No.17 was issued in December
2006.

A standard should be issued in 2007 (second quarter)

Related party
disclosure (IAS 24)

Not significant ~ Directors and other officers’ compensation are disclosed in total
amounts under other regulations for reporting in Japan, outside the scope of financial
statements. Information on related party transactions is by nature relevant for investors
and such disclosure can be considered significant. However, the he information is
expected to be provided elsewhere in the annual report, or will be identifiable from
notifications to be made pursuant to EU Transparency requirements on major
shareholding,.

Accounting Standard No.11 was issued in October 2006.

Accounting standards will be applied from April 2008
(earlier application is encouraged).

Retrospective
restatements

Not in the advice

A working group was set up in December 2006.

A Discussion Paper should be issued in 2007 (second
quarter).

Quarterly financial
reporting

Not in the advice

Exposure Draft of Accounting Standard No.16 was issued in November
2006.

A standard should be issued in 2007 (first quarter)

12




C.

US GAAP

SIGNIFICANT ISSUES ACCORDING TO CESR ADVICE

Theme

FASB

1ASB

Issues according to CESR advice (June 2005)

Current status as of 12/06 on

FASB agenda

Prospects 2007/2008

Current status as of
12/06 on IASB agenda

Prospects
2007/2008

Share-based
payments
(IFRS 2)

Remaining differences between US GAAP (FAS 123R) and IFRS 2 are considered not significant.
However, to the extent that US GAAP does not provide information for investors to be able to
compare the basis of the expense, disclosure A should be required as a remedy.

Nothing specific

Nothing specific

Business
Combination
(IFRS 3)

Acquisition date - Under US GAAP, the acquisition date is ordinarily the date on which
consideration passes and the acquired (net) assets are received. That is, the date on which the
transaction closes. However, if the parties agree in writing that effective control passes to the
acquirer at an earlier date then that earlier date is the acquisition date. Under IFRS3 the
acquisition date is the date on which the acquirer effectively obtains control of the acquiree.
Under US GAAP shares issued as consideration are measured at their market price over a
reasonable period of time (a few days) before and after the parties reach an agreement on the
purchase price and the transaction is announced. Under IFRS 3 shares issued as consideration
are measured at their fair value on the date of the exchange transaction.

In process R&D - In process R&D is capitalised under IFRS but usually expensed under US
GAAP

Negative Goodwill - Under IFRS 3 negative goodwill is recognized immediately as a gain.
Under US GAAP it is initially allocated on a pro rata basis against the carrying amounts of
certain acquired non-financial assets, with any excess recognized as an extraordinary gain.

Minority interest - Minority interest under IFRS is measured at fair value but under US GAAP
it is at historical cost.

Step acquisitions - Step acquisitions under IFRS 3 require revaluation of previous interests af
fair value at each acquisition date. Under US GAAP previous interests are not revalued,|
resulting in an accumulation of fair values at different dates

Contingent consideration - Under US GAAP, contingent consideration is part of the purchase|
price when additional consideration is issued or becomes issuable whereas under IFRS 3 it i
part of the purchase price at the date of acquisition if payment is probable and can be|
measured reliably.

On agenda — deliberations in

process

A final document
should be issued in the
second quarter of
2007.

On agenda —

deliberations in process

An IFRS should be
issued in the third
quarter of 2007.

Remark: for a full description of the issues, please consult CESR 05-230b. Remedies (disclosures A, B and supplementary
statements) are described in paragraphs 99 to 131.




Property,

Costs of replacing component parts - Costs of replacing component parts of an asset and planned

sla:ilt frclen ¢ major maintenance activities may be capitalized or expensed. The deferral method which is specified |Nothing specific
(&S% 6 under IFRS is one of four possible methods under US GAAP.
US GAAP and IAS 19 have the same objectives and follow the same principles. While there are A Discussion
Employee  [differences, the fact that there are four broad options for defined benefit schemes available under IAS [On agenda — deliberations A final document On agenda - no Paper should be
benefits (IAS [make it difficult to determine which version would be used as the basis for reconciliation, and against{underway on the first phase of [should be issued in the ublication vet issued in the third
19) that background a reconciliation would not help investors' decisions. The key point is to have multi-phase project first quarter of 2007. p Y -
adequate disclosures to enable investors to make decisions quarter of 2007.
A Discussion
Scope of Consolidation. Under IAS 27 and SIC 12, the scope of consolidation is determined by Paper should be
Consolidated [reference to the principle of control defined in general terms as the power to govern the financial issued in the
& separate  [and operating policies of an entity so as to obtain benefits from its activities (IAS 27.4). The issue of On agenda - 1o second quarter of
financial consolidation of Special Purpose Entities (SPE) in the US is very complex, being based on principles  [On agenda — currently inactive [None bl'g t’ ¢ 2007. An
statements  |combined with additional guidance that altogether make the third country framework close to IFRS publication ye Exposure draft
(IAS 27) in most cases. The status of Qualifying SPEs (QSPEs) is slightly different as being essentially addressed should be issued
in connection with provisions on derecognition of assets. in the second
semester of 2008.
Investments
in associates [No requirement to conform accounting policies where associate's policies are different Nothing specific
(IAS 28)
Impairment test ~ Impairments under US GAAP are based firstly on a comparison of carrying amount
to the expected future cash flows to be derived from an asset (or asset group) on an undiscounted
Impairments |basis. If the carrying amount is lower the asset (or asset group) is not impaired, if higher then

of assets (IAS
36)

impairment is measured by comparing the carrying amount to the fair value of the asset (or asset
group).

"Impairment" is a topic for short term convergence according to the Roadmap but is is not on the
agenda of IASB or FASB

Subsequent reversal of an impairment loss is prohibited under US GAAP

Provisions
(IAS 37)

Measurement of decommissioning provisions — discount rates are not adjusted under US GAAP

On the Agenda (ED was

issued in June 2005) but
the project is not part of
the MoU.

An IFRS should be
issued in the first
semester of 2008.

Nothing specific
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Intangibles
Assets (IAS
38)

Capitalisation of development costs. Development costs and purchased IPR&D are expensed under
US GAAP (with some exceptions)

This potential short-term An Agenda

s . . On research agenda (led .
convergence project is Not indicated in the by a national standard- Decision should be|
currently in the staff research |work plan Y made in the fourth

setter)

phase. quarter of 2007.

Key differences that could affect investors decisions are:

At joint meetings held in April 2005 and October 2005, the FASB and the IASB agreed to long-term

Financial i e objectives to improve, simplify, and converge financial reporting requirements for financial
. * Derecognition of securitizations X . . . . . . R
instruments . . . instruments. The Boards are addressing some of those impediments in various active projects: Fair
« Split accounting on convertible bonds . . - . A :
(IAS 39) Lo i Value Measurement, Fair Value Option and Financial Instruments: Liabilities and Equity. These
* Reversal of impairments on debt securities . oo
projects are described in the next table.
Investment . : R . . .
US GAAP does not permit property to be measured at fair value. A cost based method of accounting is|To be considered by the FASB as part of the fair value . ) .
Property (IAS . . . See Fair value option project
40) generally required option project
:\Iirgmﬂ t)ure Differences in fair value of specific agriculture items Nothing specific
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OTHER ISSUES WHICH WERE NOT SIGNIFICANT OR NOT IDENTIFIED IN CESR ADVICE BUT ON WHICH THERE IS A CONVERGENCE PROJECT

FASB IASB
Theme Issues according to CESR advice (june 2005) Current status as of 12/06 on Current status as of
FASB agenda Prospects 2007/2008 12/06 on IASB agenda Prospects 2007/2008
Subsequent The Board expects to begin
events (IAS  |Not in the advice To be examined deliberation of issues in this project |Nothing specific
10) in late 2006 or early 2007.
An ED should be issued in

Income tax (IA

Not significant - Various differences in detail exist between US GAAP and IFRS.
Nevertheless, basics and objectives of the standards are the same in both standards.

On the agenda - no publication
yet

The Board plans to issue an Exposure
Draft for public comment in the
second quarter of 2007.

To be examined (jointly
with the FSAB)

the second quarter of 2007.
An IFRS should be issued in
the second semester of 2008.

Segment
reporting (IAS
14)

Not significant

Nothing specific yet

IFRS 8 was issued in Nov
2006 with an application
on 1 Jan 2009.

N/A

Leases (IAS 17

Not significant - IAS 17 and US GAAP have the same objective — to require leases that
effectively transfer ownership of assets (usually called finance leases) to be
capitalised. Differences of detail, between the standards may give rise to different
treatment of the same leases under the two GAAPs, but a reasonably knowledgeable
investor could be expected to understand that the lease terms will be different if the
standards changed.

A joint international working
group was formed in 2006 and
will provide input on the issues
to be considered in a lease
project.

The Board will begin deliberations of
those issues in 2007; those
deliberations will result in issuing
for public comment a discussion
paper that explores lease accounting
issues and describes the preliminary
views of both Boards. That
discussion paper is expected to be
published in 2008.

On the agenda since July
2006 - no publication yet

A working group meeting
held in Feb 2007. A
Discussion Paper should be
issued in the second semester
of 2008.

Not significant ~ General principles are consistent between the two GAPS, but there

The Board's goal is to issue a

Revenue . . . . A . Preliminary Views by the end of A Discussion Paper should be
e are some differences of detail. Unlikely to affect investors' decision making as long as - . On agenda — no . -
recognition . : . . o . . On agenda — no publication yet| 2007 covering both concepts- and o issued in the fourth quarter
there is full disclosure of accounting policies and sufficient information provided ... |publication yet .
(IAS 18) . - . standards-level revenue recognition of 2007.
under US GAAP for investor making decisions. .
guidance.
Government Timing yet to be determined -

grants (IAS

20)

Not significant

Nothing specific yet

On agenda — no
publication yet

pending work on other
projects
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Borrowing
costs (IAS 23)

Not significant

Nothing specific yet

On agenda — an ED was
issued in May 2006.

An IFRS should be issued in
the first quarter of 2007.

Earnings per

No significant differences

On agenda — The Board commenced
redeliberations and noted that it and the
IASB reached different conclusions on the
earnings per share treatment of options,
warrants, and their equivalents classified as

An Exposure Draft should be issued in the

On agenda — no

An Exposure Draft should be
issued in the first quarter of

share (IAS 23) . : I second quarter of 2007. publication yet 2007. An IFRS should be
equity, mandatorily convertible instruments, issued by the end of 2007
and convertible debt. The Board directed the Y ’
staff to further analyze those differences for
discussion at a future meeting.
An Exposure Draft should be
On the agenda - 1o issued in the second quarter
Joint-ventures|No significant differences Nothing specific yet e ag of 2007. An IFRS should be
publication yet ) . )
issued in the first half of
2008.
A roundtable is going to take
Fair Value On agenda — Discussion |place in the second quarter
measurement Statement 157 was issued in Sept 06 N/A Paper was issued in Nov |of 2007. An ED should be
guidance 2006 issued in the second semester
of 2008.
& h d . s decisi . The Board will continue its discussions on
Key 1ffcr01f1§cs that coul lafff:ct investors decisions are: . disclosure requirements at a Board meeting
« Derecognition of securitizations On agenda — On January 25, 2006, the S )
. X . - i in January 2007. A Statement for Phase 1 o .
Fair Value « Split accounting on convertible bonds Board issued an FASB Exposure Draft, The k . . . On the agenda -~ no Not indicated in the work
Option i i iti Fair Value Option for Financial Assets and will be issued in the first quarter of 2007, ublication yet lan
P! * Reversal of impairments on debt securities ¢ Hue ¢ PA o The Board's activity on Phase 2 will begin p! ¥ p
Financial Liabilities, for Phase 1. ) )
after a final Statement has been issued for
Phase 1.
Financial ) )
Instruments: The Preliminary Views are expected tobe  [On agenda — A Discussion Paper should be

Liabilities and
Equity

On the agenda - no publication yet

issued in the second quarter of 2007.

deliberations in process

issued in the second quarter
of 2007.

Financial
Statements
Presentation

Not in the advice

On agenda — no publication yet

The FASB decided that it would not publish
a separate Exposure Draft on Phase A of the
project. Rather, it will expose its Phase A
decisions along with its Phase B decisions.
The initial output for Phase B is an initial
discussion document (similar to a
Preliminary Views or a Discussion Paper)
that is expected to be published in the third
quarter of 2007.

Exposure draft on phase
A

On the first phase, an IFRS
should be issued in the
second quarter of 2007. On
the second phase, a
Discussion Paper should be
issued in the second quarter
of 2007 and an Exposure
Draft should be issued in the
second semester of 2008.
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IV. DEFINITION OF EQUIVALENCE

Extract of the Commission’s mandate

The Commission Services must adopt a legal measure, using comitology, on the definition of
equivalence and the determination of equivalence by 31 December 2007 (TD Article 2(5), PR
Article 35(BE)). To do this, a first draft of a legal measure will need to be presented to the ESC and
the EP by June 2007. Therefore we also request the following advice from CESR.

1.3 Confirm the definition of equivalence (see below for details).

1.4 Provide a list of the GAAPs currently used on the EU capital markets (see below for
details).

Definition of equivalence

In order to establish the mechanism for determining the equivalence of third country GAAPs, we
first need define equivalence for this purpose. CESR is therefore asked to advice on how the
definition of equivalence should be formulated.

25. CESR considers that the definition of equivalence provided in its June 2005 advice (CESR/05-
230D) is still valid. In that advice, CESR defined that, for equivalence’s purposes, investors should
be able to make a similar decision irrespective of whether they are provided with financial
statements based on IFRS or on third country GAAP. This definition of equivalence is an outcome
based approach, and market responses to accounting differences are considered particularly
relevant for the assessment of the significance of such differences. The method CESR used in its
2005 advice for assessing comparison of GAAP can be described as a form of direct comparison
of standards, and it was explained in the annex 3 to the document CESR/05-230b.

26. The following observations have to be made:

~ The objective of financial reporting standards, including IFRS, is framed in terms of
investor decision-making. Financial reports are one element, albeit an important one, in
a broad range of information sources used by investors for decision making. As a result,
much of the information in earnings and financial statements is anticipated and priced
by investors before they appear in the released financial statements. A focus exclusively
on accounting standards would ignore these other sources of information for investor
decision making;

~  The quality of financial reports is an important factor determining their usefulness for
investor decision making. However, accounting standards in isolation are not sufficient
basis, as reasonable investors will make their investment decision based on the
reduction of uncertainty through several filters Accounting standards are only one
factor determining the quality of financial reports. As supported by academic research,
the quality of financial reporting is not only determined by GAAP alone, other
important factors, referred to as filters, include the corporate governance of reporting



27.

28.

29.

30.

entities, legal environment, compensation schemes, auditing quality and auditors’
independence, acceptable level of attestation using international standards on auditing,
ownership structure, other incentives (such as the need for raising funds...) as well as
the enforcement mechanisms and activities regarding financial reporting. Weakness in
one filter can place increased pressure on the others. A focus exclusively on accounting
standards could ignore these other factors.

According to the Commission’s mandate CESR received in 20035, its assessment of equivalence
between Canadian, Japanese, US GAAP and IAS/IFRS was based in the advice CESR/05-230b on a
comparison between third country GAAP and IFRS, at country level. Investors use financial
statements for investment decisions which are prepared at a company level, affected by the
entities application of standards. CESR wishes to reiterate that accounting standards in isolation
on a pure technical basis, and on a country level, do not seem to be a sufficient basis to address
all issues to the equivalence project.

Assessment of GAAP equivalence described in the June 2005 paper (and which, presumably, will
be the starting point of CESR’s future contribution to the determinations of equivalence of the
three abovementioned GAAP) is only one part of this framework. CESR conclusions on
equivalence will be therefore based on the presumption that filters at country levels, and audit
assurance and enforcement on entity levels are sufficient for investors to rely on. CESR assumes
that third country GAAP are applied and complied with properly. This means that the necessary
filters for ensuring market confidence are ceteris paribus considered to be in place for third
country issuers using or participating in the EU capital markets.

Assessment of the existence and quality of these filters in third countries is not part of the second
request given by the European Commission in relation to the equivalence mechanism, but CESR
believes that it is a key element for market confidence and market efficiency.

The filters each contribute to protecting the investor’s rights and investments. They are an
important factor for investor decision making and related to market responses like liquidity, bid
& ask spreads and the cost of capital, as these filters influence the level of uncertainty investors
have in their decisions making process. Significant GAAP differences will have impact on these
decisions; however the impact of weaknesses in the other filters cannot be ignored.
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V. LIST OF GAAPS CURRENTLY USED ON THE EU CAPITAL MARKETS

Extract of the Commission’s mandate

GAAPs used on the EU capital markets

The purpose of this part of the request is to obtain as complete a picture as possible on the third
country GAAPs that are currently used by issuers on the EU regulated markets. Over time, new
issuers may use other GAAPs, but this list is an essential starting point.

CESR is asked to prepare, to the extent possible, a list of existing third country issuers that are
traded on regulated markets in the EU specifying:

- their country of origin;
~  the GAAP that they use; and

-~ whether that GAAP is reconciled to another GAAP; if so, what that GAAP is.

31.

32.

The following indicative table provide a list of third country GAAP used by issuers listed on
regulated markets in the European Union. The figures come from a survey submitted to CESR
members. The list is not exhaustive because CESR could not obtain data for all EU regulated
markets, for example because they could not obtain the information from the stock exchange or
because it has not been updated after the admission (i.e. some issuers might have moved to IFRS
after admission because its country of incorporation decided to adopt IFRS, as in the case of
Australia and others). Moreover, some members could only gather data for shares or depository
receipts over shares.

It is important to note that some issuers may have been double-counted if they have securities
admitted in more than one Member State and/or if they have admitted different types of
securities in the same or in several Member States.

Number of third country issuers listed
on a EU regulated market using these
List of GAAP GAAPS
Sslllqaar:ess/gglgrser Debt issuers
Argentinean 3 2
Australian 1 16
Brazilian 2 2
Canadian 13 32
Chilean 1
Chinese 19 1
Columbian 1
Egyptian 10

% Third country issuers using IFRS have not been considered in the table.

20



Hong Kong 2
Indian 69 1
Indonesian 2

Israeli 6 2
Japanese 13 71
Lebanese 3

Malaysian 2 1
Mexican 2
Moroccan 1

New Zealand 2
Nigerian

Pakistan 1

Peruvian 3
Philippines 3

Russian 3 11
Singapore 1 1
South African 8 1
South Korean 20 10
Swiss 2 2
Thai 1 3
Tunisian 1

Turkish 7

Us 102 131
Venezuelan 1

Zambian 1

Zimbabwe 1

Total 295 296

33. According to the data supplied, CESR members also identified around 130 third country issuers
using Member States’ GAAP, such as UK GAAP.

34. According to the date supplied by our members, overall there is no legal requirement to reconcile
third country GAAP with IFRS in the Member States.

I. ANNEX

Request from the European Commission to CESR for technical advice
IASB/FASB Roadmap

Project plan concerning the development of Japanese Accounting Standards

wheg
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ANNEX TO THE ADVICE

ANNEX I ~ Request from the European Commission to CESR for technical advice

CESR
| o EUROPEAN COMMISSION
bl Internal Market and Services DG ON: z= |lozfo}
L P, FREE MOVEMENT OF CAPITAL COMPAMY LAW AND CORPORATE Ehh o} -1 24
Ll DHrechar
Brussels, 14.02.07 534
MARKT/F3 THGs D (2007 2182
Mr. Arthur Docters van Leeuwen
Chairman
Committee of European Securilies
Regulators
11-13 Avenue de Friedland — 75008
PARIS FEANCE
Subject: Request for advice on equivalence under the Transparency Directive

and Prospectus Regulation

Dear br, Docters van Lesuwen,

[ write to request the assistance of CESR conceming the equivalence of third country
GAAPs under the Transparency Directive and Prospectus Repulation, and more
specifically, creating the equivalence mechanism as envisaged by these legal measures.

According to the revised Prospectus Repgulation' and the Decision regarding the
Transparency Direct]'ve:, the Commission must establish a definition of eguivalence,
setup an equivalence mechanism and then determine the eguivalence of third country
GAAPs to a specified timetable. The legal measures require the Commission to consult

CESE on each of these issues,

In order to start the process of deiermining eguivalence, we are asking CESE for advice
in four phases. This first letter contains the request regarding the first two phases.

In the first phase, we are secking advice on issues needed for the first report to the
Evropean Parliament, and for the definition of equivalence. To this end, we are
requesting a list of the GAAPs currently being used on EUJ markets as well as updates on
the IFES convergence in US, Japan and Canada. Details of this request for first advice
can be found in the Annex 1.

' Revised by the Commission Regulation Mo 17872006 of 4, December 2006, OF L3377 from
3.12.2006 (see Annex 3).
*  Commission Decision Mo 2006/891/EC of 4. December 2006, 0F L343/96 from %.12.2006 (see Annex

).

ST CORRESPONDEMNCEZO0T Externa'\2 182 18l requasl of asaistance vers10 - 13 Q2 2007 doc

Commission européanne, B=-1045% Bruwelles ! Evropese Commissis, B-104%5 Brussal - Belgum. Teleghona: [32-2) 288 11 1.

Hitpclec. surcpa.awinternal_markat!
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In order to meet the deadlines specified in the Prospectus Regulation and Transparency
Diecision, we would be grateful to receive your first advice by the 1* March 2007,

The sccond phase relates to the establishment of the equivalence mechanizm. In the
request for the second advice, the Commission asks CESR to advise in particular on how
the equivalence of third country GAAPs should be assessed. Further details on this
request can be found in Annex 2.

The requests for the third and fourth advice will be sent later on this vear (the third
request for advice with the advice of CESR to by received by 1% November 2007 and the
fourth request for advice with the response 1o be received by 1% February 2008).

Yours sincerely,

Contact: A, Leppilahti, +32 229 67961, R. Croci +32 229 92174, J. Hrudovd, +32 229 53757

CC: Messrs 1. Holmauist, Jean-Yves Muylle

Annexes;

- Annex 1:
- Annex 2:

= Annex 3:

- Annex 4;

Request for first advice
Request for second advice

Commission Regulation (EC) No 1787/2006 of 4 December 2006 amending
Commission  Regulation (EC) 8092004 implementing Directive
2003/TIEC of the European Parliament and of the Council as regards
information contained in prospectuses as well as the format, incorporation
by reference and publication of such prospestuses and dissemination of
advertisements (OJ L337/17 from 5.12.2006)

Commission Decision of 4 December 2006 on the use by third country
issuers of securities of information prepared under intemationally accepted
accounting standards (0J L343/96 from 8.12_2006)
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Annex 1: Hequest for first advice

REQUEST FOR FIRST ADVICE

Deseription of the work programmes of the Canadian, Japanese and US
standard setters, definition of eguivalence and list of GAAPs currently used on
the EU capital markets

In order for the Commission Services to present a report to the European Securities
Committee (ESC) and the European Parliament (EF) by 1 April 2007 and to satisfy
their obligations to monitor and inform the ESC and EP about the amount of
progress in convergence, we request the [ollowing advice from CESR.

1.1, Provide a deseription of the work timetable of the Canadian, Japanese and US
standard setters, on the convergence between [FRS and the GAAPs of these
countries (TD Article 2(1), PR Article 35(58)).

1.2, Provide a description of the progress, to the extent possible, on these wark
programmes using the work that CESR carried out for its June 2005 advice o
the Commission as a basis (TD Article 2(2), PR Article 35(3B)). NB: To the
extent possible, the Commission would welcome assessment of the progress
in convergence at this stage and asks CESR to bear in mind that a thorough
report on progress in such convergence and on progress on the elimination of
reconciliation requirements will be requested from CESR at a later stage to
meet it's obligation to “closely monitor and regularly inform ESC and EP about the
amount of progress in this convergence and of progress on the elimination of reconciliation
requirements”™ — TD Article 2(2), PR Article 35{3R)).

The Commission Services must adopt a legal measure, using comitology, on the
definition of equivalence and the determination of equivalence by 31 December
2007 (TD Article 2(5), PR Article 35(5E)). Ta do this, a first draft of a legal
measure will need to be presented to the ESC and the EP by June 2007, Therefore
we also request the following advice from CESE.

1.3. Confirm the definition of equivalence (see below for details).

1.4, Provide a list of the GAAPs currently used on the EU capital markets {zee
below for details).

DEFINITION OF EQUIVALENCE

In order to establish the mechanism for determining the equivalence of third country
GAAPs, we first need define equivalence for this purpose. CESR is therefore asked
to advice on how the definition of equivalence should be formulated.

GAAPS USED ON THE EU CAPITAL MARKETS

The purpose of this part of the request is to obtain as complete a picture as possible
on the third country GAAPs that are currently used by issuers on the EU regulated
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markets. Over time, new issuers may use other GAAPs, but this 1ist is an essential
starting point.

CESR is asked to prepare, to the extent possible, a list of existing third country
issuers that are traded on regulated markets in the EU specifving:

# their country of origing
s the GAAP that they use: and

s whether that GAAP is reconciled to another GAAP; if so, what that GAAP is,

Due: CESK's initial advice is sought by the 1 March 2007,

Annex 2: Request for second adviee

1.

REQUEST FOR SECOND ADVICE
Outline of the equivalence mechanism

The Commission Services must adopt a legal measure, using comitology, on the
definition of equivalence and the determination of equivalence by 31 December
2007 (TD Article 2(3), PR Article 35(5E)}. To do this, a first draft of a legal
measure will need to be presented to the ESC and the EP by June 2007.

The Commission requests CESR to:

# Acvice on a suitable mechanism for determining the equivalence of a third
country GAAP. This is not an assessment of which GAAPs are equivalent, but of
the mechanism, or procedure, for making that assessment.

Due: CESR is asked to provide advice on these matters by 1 May 2007,

25



Annex II ~ IASB/FASB Roadmap

A Boadmap for Converzence between IFES: and US GAAP—2006-2008
Memorandum of Understanding between the FASE and the IASB
17 February 2006

After their jomt meeting in September 2002, the US Financial Accountmg Standards Board
(FASB) and the International Accounting Standards Board (TASB) 1zsued thew Neorwalk
Agreement in which they ‘each acknowledzed their commitment to the development of lugh
quality, compatible accountmg standards that could be used for both domestic and
cross-border finaneial reporting. At that meeting, the FASE and the IASE pledged to use
thew best efforts () to make thelr easting financial reporting standards fully compatible as
soon 23 15 practicabls and (b) to co-ordmate their future work pregrammes to ensure that once
achieved, compatibility 13 mamtained.”

At their meetings in Apnl and October 2005, the FASE and the JASE reaffimmed thewr
commitment to the convergence of UUS gensrally accepted accounting prinerples (US GAAP)
and Intemmational Financial Feporting Standards (IFES5s). A common set of lngh quality
global standards remamns the long-term strategic prionty of both the FASE and the IASE.

The FASE and the IASB recozmse the relevance of the roadmap for the remeval of the nead
for the reconciliation requirement for non-US companies that use [FES: and are registered m
the United States. It has been noted that the remeoval of this reconciliation requirement would
depend on, ameng other thimgs, the effective implementation of IFRS: in financial statements
across companies and junsdictions, and measurable progress m addressmg prionty 1ssues en
the [ASB-FASE convargence programme. Therefore, the abdity to mest the objective set out
by the roadmap depends upon the efforts and actions of many partiss—mcluding companias,
auditors, mvestors, standard-setters and rezulators.

The FASE and the IASE recoznize that thew contribution to achieving the objective regarding
reconciliation requirements iz continued and measmable progress om the FASB-IASE
convergence programme. Doth boards have affimmed theirr commitment to making such
progress. Recent discussions by the FASE and the IASE regardmgz thelr approach to the
convergence programme mdicated agreement on the following gudelines:

*  Convergencs of accounting standards can best be achieved thiough the development
of high quality, common standards over ttme.

*  Tiving to elmmate differences between two standards that are in need of sizmificant
improvemeant iz not the best use of the FASE s and the IASE s resowrces—instead, a
new comnon standard should be developed that improves the financial mformation
reported to Invastors.

*  Serving the need:s of mvestors means that the boards should seek to converge by
replacing weaker standards with stronger standards.

Consistently with those gmdelines, and after discussions with representatives of the Ewropean
Commission and the SEC staff, the FASB and the JASB have agreed to work towards the
following zoals for the JASBE-FASE convergencs programme by 2008-

Short-term convergence

The zoal by 2008 5 to reach a conclusion abont whether major differences in the following

few focused areas should be elmumated fhrough one or mere shori-term standard-setting
projects and, if so, complets o1 substantially complete work m those avsas.
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Topics for short-term convergence include

To be exammed by the FASB To be exammed by the JASH

Fau value opion™ Bomrowing costs

Impairment Jointly with the [ASE) | Impaiment (Jointly with the FASE)
Income tax (Jointly with the JASB) | Income tax (jointly with the FASB)
Investment properties ** Government siants

Fesearch and development Joint ventares

Subsequent events Serment reporting

FASE Nore: I45R Note

*0n the active agenda at 1 Taly 2003 Taopics are part of or to be added 1o the IASEs
** To be considered by the FASE as partof | short-temm comvergence prosect, which is

the fuir value opticn project already oo the aganda

Limiting the number of short-term convergence projects enables the boards te focus on major
arzas for which the cumrent accounting practices of US GAAP and IFRSs are regarded as
candidates for improvement.

Other joint projects

The goal by 2008 is to have made sizmificant progress on jomnt projects m areas identified by
both boards where cwrent accounting practices of US GAAP and IFRS: are regarded as
candidates for improvement.

The FASE and the IASE alse nete that it 15 impractical, when factonng m the need for
research, delibarztion, consultation and due process, to complete many of the other joint
projects by 2008, The two boards understand that durmgz this time frame measurable
progress on such projects, rather than their completion, would fulfil thelr contribution to
meetmg the objective set forth in the roadmap.

Furthermaore, 1t 15 noted that the strategy regarding other jomt projects and the goals desenibad
balow should be consistent with one of the IASB's objectives of providing stability of its
standards for users and preparers mn the near term.

After consultations with represenfatives of the European Commission and the SEC staff and
consistently with existmg prionties and resources, the FASB and the IASB have expressed
the progress they expect to achisve on their convergence project m the form of a list of 11
areas of focus. It 15 noted that these projects will ccowr in the context of the ongzoing jomt
work of the FASE and the IASE oxn their respective Conceptual Frameworks. As part of their
Concepmual Frameweoik project, the FASE and the IASE will be addressing 1ssues relating to
the range of measwement attributes (including cost and falr value) to enabls a public
disenssion on these topics to begin m 2006,

After considering the complexity of those topics and consultation requirements, the boards set
the following goals for 2008 for conveargence topics alveady on either thelr active agendas o
the rezaarch programmes:

e
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currently inactve

Convergenese Current status en | Current status en | Pregress expested to be

tapic the FASE Agenda | the IASE Agenda achieved by 2008

1. EBusiness O agends — On agenda — T have 1=sued convergad standards

combinations delibarations in deliberations (projected for 2007), the contents and
ProCess Process effactive daes of which to be

determined after taking fll accoum:
of comments received in response
the Exposure Drafis.

1 Consolidations | O agends — Cn agenda — no To iplement work aimed at the

publication vet

completed development of converged
smandards as 3 matter of high prioricy.

3. Fair value
meazurement
guidance

Corpleted standard
expected in the first
half of 2006

Cm agenda —
deliberations n
Process

To have issued convergad pudance
aimed at providing consistency in the
application of existing fair value
requirements.’

4. Liabilities and

On agends — no

Cm agenda (will

To have 1ssued one or mors due

equity publication yat follow FASE's lead) | process documents relating to a
distinctions proposed standard.

5. Performance On agends — no Expasure draft on a T have 1zsued one or mors due
reporting publicaton yet first phasa process docnments on the full ranze

of topics in this project

6. Post- Cm agenda — Mot yet on the agenda | To have issued one or mors dus
retirement delibarations process documents ralatng to a
benefits underway on the first proposed standard.
{including phasze of multi-plase
pensions) project

7. Revenue On agends — no On agenda — no T have 1zsued one or mors due
recognition publicaton yet publication vet process documents ralatng to a

proposed comprebensive standard.

The objective of the zoals st out above is to provide a time fame for convergence efforts in
the context of both the objective of removing the need for IFRS reconciliation requrements
by 2009 and the existing agendas of the FASE and the IASB. The FASBE and the IASE wall

follow their nommal due process when adding items to the agenda.

Items designated as

convergence topies ameong the sxisting research programmes of the boards melude:

t mot yet on an Active Agenda

Topics already being researched, b

Convergence
topic

Current status en
the FASE Agenda

Current status en
the IASE Agenda

Pregress expected to be
achieved by 2008

1. Derecognition

Currentdy in the pre-
aganda research
phizse

O research agenda

To have iszued a due process
docmment relatng to the reasults of
staff research affors.

1. Financial

O research agenda

On research agenda

instruments and working group and working group process documents ralatmg to the
{replacement estzblizhad esmablishad accounting for finsncial mstnuments.
of existing

standards)

To have issued one or more due

! The fair value guidance measuremsnt project will not extend requiremsnrs for the use of fair vale
measurements, and Aoy proposals regarding increasing the nse of fair valne accommmz will be
addreszad in the context of the Conceprual Framework and other projects on the FASE s and IASE's

raspectve agendas.
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3. Intangible It yet on agenda On rezearch agenda T have considered the results of the
azzets {led by a national IASEs research project and made 2
standard-sater) dacision about the scope and dming
of 3 potental agenda praject.
4. Leases Pre-ggendz research | Om research agenda To have considered and made a
underway {led by a national dacision about the scope and tming

standard-zater)

of = potential azenda praject.

In ssttmgz out the projects for both the short-term convergence topies and the major joint
topics, the FASE and the JASE recogmse that with respect to 1ts forelgn registrants the SEC
staff will undertake an analysis of their 2005 IFES finanecial statements across companies and
jqurisdictions. This analysis may reveal the need for additional standard-setting actions bv one
of the boards or both. Furthermore, the FASBE and the IASE note that thewr work programmes
are not limited to the items histed above, but remam committed to fulfilling their contribution
to meeting the objectives set out by the roadmap.

The FASE and the JASE al:o recogmse the need to undertake this work in a manner that 15
consistent with their establizhed due process, meluding consultation with mterested parties on
thew ongomz jomt efforts before reaching conclusions.
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Accounting Standards Board of Japan (ASBJ) ASBJ
Fukoky Seimei Building 20F, -2, Uchisaiwaicho 2-chome, Chiyoda-ka, Tokya 100-0011, Japan
Phone +81-3-5510-2737 Facsimile #81-3-3510-2717 URL hrip:/\fwww. ash.or, jp/ . FASF

Project Plan Concerning the Development of Japanese Accounting Standard:
— Initiatives towards the internanional convergence of acconnang standards

in light of the equivalence assessment by the EU

Oictober 12, 2006
Accounting Standards Beard of Japan

L Introduction

The Accountmg Standards Board of JTapan (ASBT) believes that convergence towards compatible lugh
quality accounting standards 15 beneficial for capital markets around the world, Based on this belief,
the ASBT has been developing Japansess accountmg standards and has confributed to the International
Apcomting Standards Board (TASE) actrvely m working towards the development of International
Fimaneial Feporting Standards (IFESs) by exchanging comments and participating m the IASB
projects.

Based upon the foregomz bazie policy, the ASBT and the IASE lawnched a joint progect m March 2003
with the final goal of accomplishing convergance between Japanese GAAP and IFFESs. Chaing the
course of this project, both boards have exchangad views and diseussed actively and, as 2 consequence,
the ASBT has been accelerafing its revision of Japanese accountmg standards to mininuze the
differences betwesn the two standards. Since the ASBT belisves that a closer relationship should be
established with other standard-setters around the world, the ASBT and the Fmancial Accountmg
Standards Board of the Unoted States (FASH) imitiated penodical meetmzs between the reprasentatives
of both beards, commencing i May 2006,

In July 2006, the Plannmg and Cocrdination Commuttes of the Business Accounting Coumnetl 135ued an
opinton paper entitled, “Towards the Intermational Convergence of Accounting Standards™ in which the
commuttes pomted out the necessity of fommilating a defimits programme as scon as possible
concerming a time-framed approach to the EU equvalence assessment for the pupose of
accomplishing convergence of accoumting standards by early 20028 for such issues as conwvergence
whereof 15 considered as achievable reciprocally and also showing the progress of weoik for such issues
as convergence theveof may require a longer time to accomplizh.

While the ASBT has occasionally amnounced the progress and prospects of convergence between
Tapanese GAAP and IFF.Ss, based on the foregoing opmicn paper of the Business Accounting Cowmetl,
the ASBT has recently decidad fo fornmlate and release “ASBT Project Flan™ (attached heveto) focusmg
on such zccounting standards development projects as those specifically relatad to convergence among
other projects cunrently being umdertaken, or plammed to be indertaken in the funwe, m an attempt to
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express m a clearer mammer the status of imtlatves of the ASBJ to varous constituencies in Japan and
abroad. In releasing the ASBJ Project Plan, primary emphasis was placed on mapping cut the work
plannad to be achisvad throngh the end of 2007, and also on clartfying the prospects of convergence
status as of the begmning of 2008 conceming the mutiztives to be undertzken with respect to the 26
1ssnes for which the remedies were advizad by the Commuttes of Ewropean Securities Fagulators
(CESE) in commection with the equivalence assessment

II. Relationship between the ASBJ Project Plan and the joint project on-going with the IASB

In their third meeting held m March 2006 on the jomt project with the goal of achiaving convergence
of accounting standards, in order to accelsrate the progress In convergence process the ASBT and the
IASE agreed to shift from the cmrent "phased” approach, in which differences batwesn the accountmg
standards that are relatively easy to mutiate disenssion zbout are addressed first, to a “whole pictme™
approach where all differences m accomnting standards to be addressed n the futme are extensively
expressed and projects will be imitiated smmltansously in accordance with pricnity to be addressed.

Under thiz “whele picturs™ approach, majer differences m accoumtmg standards are classified mic
“short-term projects” that can be solved m a sheat time, and “longer-term projects” representmg the
remainder. Shori-term project issues, at this stage, ave scheduled to be solved either by 2008, or else,
by then, at least, an overzll comse of actions for eliminating differences shall be determmned For
longer-term projects, among others, putting the prionty on the five 1s:uss, namely: revenue recognition,
performance reporiing (financial statement presenfation), mianzibles (including E&D expenses), the
scope of conselidation (meluding SPEs), and retospective restztement, the ASBT has decided to
nutiate research projects m order to focus on setting up the cowrse of actions for eliminating differences
and to convey opinions or cornments, if auy, to the [ASE and the FASE.

In their fourth mesting held in September 2006 on the jomt project, both boards promoted nmtnal
understanding through diseussions and confirmed to continue the joint project, as well as confirmed the
progress of each project plan

The ASBJ believes that differences betwesn the two accountmz standards could be decreasing by
proceading with the joint project between the ASBT and the TASE. Alse, the ASBT 15 fully aware that
the steady work should be continued to solve all the differances subject to the remedies for 135ues as

U In the ASET, other than the project items related to convergence in the ASET Project Plan, the project ftems
specific to the Japapese scoounting standards ars addressed through each technical committee such 25 business
combinarions, refirement bevefits, modemmization of corporate law, etc. Also, the ASBT addresses the
development of “Conceptual Framework™ related ro finavcial acooumng a5 2 main topic in conjuncton with
EVery accounming standard.
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proposed by the CESE. in Light of their impoatance. Accordingly, the ASBT envisions pricritizing these
issues from viewpoint of their substance™ and their prozress and backeround in Jzpan and zbroad™ and

aggressively undertaking the necessary indtiatives.

III. Future steps for responding to the equivalence assessment by the EU

In 15 “STATEMENT ON JAPAW'S FROGEESS TOWARD CONWVERGENCE BETWEEN
JAPANESE GAAP AND IFESs - In Feference to Techmieal Advice on Equivalence by the CESE”
1ssned mn January 2006, the ASBT describad the then cwrent progress toward remedies for the issues
advized by the CESE., and the prospects for convergence status as of 2008,

Thereafter, the ASE] has camed out 1ts work in accordance with this direction. Also, a5 agreed to shuft
the approach for the jomt project with the JASE to the “whele picture™ approach as stated above, it was
decided that futmre directions will be extensively indicatad with remedies for 135ues other than those
advizad by the CESRY.

The enviroument surounding comvergance of accountng standards 15 constantly changing; accordingly,
nutiatives undertzken to cope with the techmical advice on equrvalence 1ssued by the EUT need to be
constanily reviewed as well m light of such a comtimizlly evoliing emvironment. In conyunction with
the raleaze of the ASBT Project Flan, the ASE]T has updatad the cument stamus of progress with respect
to remedies for 1ssues advized by the CESE, its policy for imtiatives to be wmdertaken, and the
prospects for convergence stams as of the begiiming of 2008, as followrs.

2 When the application of retnedies is assessad at the entity level, some of the differences identified by the
CESE. may be avoidable, depending on each entiny’s ranonal choices of accounting policies.

*' The issnes related to the convergence project betwean the IASE and FASE will be delibarated considering
the progress of their discussions. In addition, the issues related to recent developed standards in Japan should

_be taken into considerstion assassment of the market.

" The MOU (Memorzndum OFf Understanding) contzining nmmal agresments berveen the FASE and the
IASE was raleased in Febmary 2006, in which inttiadves to be undertaken for minimizing the differences
between accounting standards by 2008 are stated in more concrete terms. In the joint project benveen the
ASBT and the IASH, the aganda o be disoussed are decided based on the issues to be addressed in the above
RIOT. While the issues to be considered, such as revenus recognition and performance reporting (financial
smtement presentaton), under the “whole picnuoe™ approach are not necessarily indicatad in the ASBT
Project Plan, the ASB] plans to make tmely comments in accordance with the progress in discussions
betwesn the [ASH and the FASE.
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Izsues advised by CESE concermmg the equivalence assessment on Japanese Accommtng Standards and

the ASHT's approach to those 15mmas

Femedies | Mo. | Issnes Current stams and policy :ﬂ?;gm T
Supple- 1 Business The ASBT will ascertain the feedback | Deliberatons will be
mEntary combinatons from markers on the accoumfing made considering the
statement (pooling-of- standards put into effect from 2008 results of market research,
mierast method) | To this end, a project team will be feedback from markers
established by the end of 2006 in after the implementarion
order to conduct market research in of IFR.S, and the progress
2007. m dizcussions between the
The applicadon of the IASE and the FARE. A
pooling-pi-interest method is very discuszion paper will be
limitad only o busmess released a3 necessary.
combinations where it is impossible
w0 idenrify an acquiring parcy.
2 | Scope of A technical committee was As for deliberadons of the
consolidaden established for this issns. The disclosure, its suidance

(qualified special

purpase entifias)

committes has picked up the issue of
the disclosure of SBE as the first
agenda to be discussed and
deliberations thereon have been
inidated. Further smady will be dons
constdering the progress in
discussions between the [ASE and

the FASE in 2007

will be released by March
2007, As for deliberatons
of the scope of
consolidaton, a discnssion
paper will be released
raking mro consideration
the progress m discussions
berween the [ASE and the

FASE by the end of 2007.
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Bemeadies | Mo, | Issnss Current stams and policy :ﬁ?;;‘s S e

3 | Uniformdty of With the release of Practical Issues FITF will be applied from
accounting Task Force (PITF) (May 2006), April 2008 {earlier
policies accounting policies applicable w applicarion encouraged).
conceming foreizn subsidiaries will be nnified
OVETSEAS suipstantially with those applicable o
subsidiarias parent comnpanies. (Furthenmors,

consolidation of financial statements
nsing IFES or U5, GAAP is now
permuirted here subject o cermain
adjusments.)
Disclosure 4 | Share-based Accounring standards and guidance Accounting standards and
E paymants were releazed (December 2005). uidance have bean
(expensa Fequisite disclosure is also defined muplementad since.
reCoEnition) therein. (See Mo, 13, “Share-based
pavments - explanatory notes™)

3 | Business Deliberations will be conducted (Zes Mo, 1, “Businass
combinatons constdering the progress in combinarions,

(dare of discussions between the JASE and poaling-of-interest
exchange) the FASE also in conjunciion with method”)

the daliberadons of Wo. 1, “Business

combinations (pooling-of-interest

method).”

6 | Business Deliberations will be conducted by (Sea Mo, 11,
combinatons the Intanzible Assets Working Group. | “Capitalization of
(capimalizanion of | (See Mo 11, “Capitalization of development costs™)
acquired B&D i | development costs™)

Process)

7 | Business Information required to be disclosed | Accounting standards and
combinatons as Disclosure B (amounts, canses of | guidance are curently
(nagative aoourrence, methods of amortization | effectve
goodwill) and smomization periods) are already

requirad vmder the new accounting
standards put into effect from 2008
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Prospects at the beginning

Bemeadies | Mo, | Issnes Current status and policy of 2008
£ | Invenrories A project team is to be established in | A decision will be made
(LIFO) 2007 o initiate daliberations. on the course of action.
Culy a few compantes have adopted
the LIFD method. Also, this is an
issue for which the applicarion of
remedies can be avoided by the
chioice of accomnnng policies ar each
enmry leval,
Inventories Accounring stapdards were released Accounting standards will
(lower of costor | (Tuly 2008) stipulating book valoe be applied from April
market method) | should be adjusted dowwward where | 2008 (earlier application
auy deterioration of earning power encouraged)
thereof exists.
8 | Uniformdty of A project team will be established in | Based on the deliberatdons

accounting
policies of

asz0CIANes

2007 o initiate daliberations.

Also to include such issues thar may
arise from the inroduction of IFRS
in fiscal 2005 in the project team
daliberations, it is considered that
this issue may be brought up for
redeliberation in the course of
discussions with the IASE and/or
with the FASB.

(Under current Japanese acconnfing
standards, wmiformity of accounting
policies applied to investng
companies and their affiliates ars
considered to be desirzble as a
zeneral mle, but such nnifornury is
not forced from pracrical

consideranons.)

b the project feam, an
exposure draft will be

relezsad a3 mecezzary

- f -
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Prospects ar the begiming

Femedies | Mo. | Issnes Current stams and policy of 2008

10 | Impairment tests | The ASBT will assess faedback from | A decision will be made

markets on the impamment standards | regarding the coursa of

effective from 2005, To this end, a action 1o be taken, based
project tearn will be established in on the results of marke:

2007 mo condwct market research. rasearch and considering

Deliberations will be made reflecting | the progress n discussions

the progress in discussions berwesn berween the IASE and the
the IASE and the FASH (shom-term FASH.

COLVETEENCE Project). If IFR.5 are converged to
U5 GAAR differences
berween Japanase
accounting standards and
IFE.S will then be
eliminated.

11 | Capiralization of | A working group was established o Discussion papers will be
development inifate deliberations. released by the end of
COETS Deliberations will be made taking 2007 based on the results

into consideration the progress m of market research and

discussions with the [ASE and the raking mro consideration

FASE (short-temm convergence the progress m discussions

project). between the IASE and the
FASH.
If IFF.% are converged to
U5 GAAPR differences
between Japanasze
standards and IFR.S will
then be eliminated.

12 | Agriculnrs Very few munbers of publicly listed -

companies are engaged in

agriculmiral businesses.

Disclosyre | 13 | Share-based (See Mo, 4, “Share-based payments - | (3e2 WMo, 4, “Share-based
A paymants ENPENSS TEC0Zmiton’™) payulents, expense
(explanatory racognition’™)
notes)

36




Prospects at the beginning

Femedies | MNo. | Isues Current stams and pelicy of 2008

14 | Business Deliberations will be made taking (Zes Mo, 1, “Businass
combinaton into consideraton the progress in combinatons,
(munority discussions between the JASE and poaling-of-interest
Imierasts At the FASE in conjuncron with Mo, 1, | method™)
historical cost) “Business combinations

(pooling-of-mrerest method).”

13 | Business Deliberations will be mads (Zes Mo, 1, “Businass

combinatons constdering the progress in combinarions,
(step discussions betwesn the TASE and pooling-of-interest
acquisitions) the FASE in conjuncron with Mo, 1, | method™)
“Business combinations
(pooling-of-mrerest method).”

16 | Insurance The industry targetad for spplication | —
confracts is limired to the insurance mdusoy
(camastrophic and in the IASE cwrently the phase
provisions) IT dizcussion has been conductad.

17 | Consmaction This tssue was chosen as the agenda | Accounting Standards and
conmacts for a shors-tenu joint project with the | guidance will be released
(percentage-of- IASE, and a working group was by the end of the vear
completion established to ininate daliberations. 2007.
mathod)

18 | Mon-performing | The development of specific -
loans measures against this issue is not

constdered o e necessary becanse
the group of financial instimrions
already bave certain esmablished
disclosure rules.
18 | Scrapping costs (Dreliberations will be condacted in (Zea Mo, 24, “Asset

conunction with Mo, 24, “Asser

remrement obligations™)

retirement obligations™)
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Prospects at the beginning

Femedies | Mo. | Issnes Current stams and policy of 2008

20 | Pensions, Post This tssue was chosen as the agenda | A decision will be made
Fenrement for the longer-term joint project with | on the course of acton w
Benefirs the IASE, and a working group will be raken, based on
(including the e established in 2007 to mitiate considering the progre:
discount rate to deliberations and fo convey opions | i discussions benwesn the
be used for and comuments to the IASE and the IASE and the FASE.
calonlating FASE.
refirement
henefits
obligations)

21 | Business Draliberations ars to be conducted in (Zea Mo, 1, “Businass
combinatons conunction with Mo. 1, “Business combinarions,
(rranslation of comwbizations (pocling-of-interest pooling-of-interest
goodwill) method)”. method”)

12 | Disclosure of This 1zsue was chosen as the aganda Accounting standards and
financial for a shore-tenu joint project with the | guidance will be iszuad by
mstniments at IASE, and a working zroup was the end of the year 2007,
fair value established to initate deliberations.

23 | Reversal of Draliberations will be conducted in (Zea Mo, 10, “Impairmens
mopairment loss | conpunction with Mo, 10, tests’)

“Impairmenr t2sts ™.
24 | Assetredrement | Working Group was established on Accounting standards and

ohligations

thuis issme which was added to fopics
for the convergence project with the
IASE.

suidance will be 1zzuad by
the end of 2007.

_I_l_
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Prospects ar the begiming

Femedies | MNo. | Isues Current stams and pelicy of 2008
1% | Invesonent This 15 the agenda for the short-term | A dacision will be reached
Property Jjoint project with the [TASE. The on the course of action
ASBT will continne fo provids its taking mto consideration
own comrments to the TASE the progress m discussions
Dialiberarions will be mads taking between the IASE and the
into consideration the progress m FASB.

discussions betwesn the [ASE and If IFF.S are converged to
the FASE (shom-ferm convergence U5 GAAR differences
project). befween Japanase
standards and IFR.S will

then be eliminated.

Fuhure 26 | Financial Because of the complexity of -
agenda Etrments perinent Japanesa standards, the
positton of the CESE. is to contmue
reviewing its t2chnical assessments.
Therafore no particular actions are
scheduled ar this stage.
Deliberations will be made taking
into consideration the progress m
discussions between the [ASE and
the FASB.

(Mote 1) The ASBT puts the above “Mo.” for convenience.
(Mote 2) Headings in the column “Femedies™ means as follows.

Supplementary starement : Pro-forma statemenrs including a linired restatement for taking sccount of
one idennfied aspects of IFRS requirement that is not present of not fully applied
under Tapanese GAAPR

Dizclosure B © Quantitative indicarion of the mmpact of an event or fransaction under IASTFRS
provisions (The gross and net of tax effect of the difference on the profit and loss or
on the shareholders” equity)

Dizclosure A @ Additonal narratdve and'or guanmtanve disclosures angmentng the disclosures already
provided pursuan: to Japanese GAAR

Fumre Agenda © To be reconsidered later

_|L|_
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