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By Francasco Guerrera and
Henny Sender in Mew York
and Patrick Jenkins in London

The fall-out from the report into
the coliapse of Lehman Brothers
shook Wall Street and London
yesterday as US officials grilled
banks about off-balance-sheet
trades and questions were
raised over the City’s role in the
company's attempis to cover up
its problems.

The 2,200-page report by
Anton Valukas appointed by a
US court to examine Lehman's
failure in September 2008, paints
a damning picture of the bank’s
top management, including
former chief executive Dick
Fuld and three of its chief finan-
clal officers, and auditors Ernst
& Young.

Its conclusions - that there is
credible evidence against Mr
Fuld and others for breach of
their fiduciary duties and
against E&Y for professional
mealpractice — are a further blow
to the battered credibility of the
entire banking industry. .

“Give bankers of any ilk an
inch and they will take a mile,”
said Simon Maughan, analyst at
MF Global in London. “Lehiman
might just have taken a couple
of mileg.” A senior Wall Street
executive said: “I almost threw
up when I read the report. It
makes me sick of this industry.”

Mr Fuld, Ian Lowitt, one of
Lehman’s CFOs mentioned in
the revort, and E&Y have
denied wrongdoing. Erin Callan
and Christopher O’Meara, the
two other CEOs, could not be
reached for comment.

The exhaustive yeport reveals
how Lehman explolied a dispar-

Ity between UK aud Us law fo

Telp keep 850bn off its balance
sheet sparkm% fresh debate
Zpout whelher global e gy;lato y_

dlffewnces have opened up
financial lgopholes,

its London-based suybsidiary

after it could. hot "securs US .

legal approval for the deals.
Linkiaters, the Tondon-based

law_firm, signed off on the deals

under English iaw, which Leh-
man used to flatter its financial

health in-the run-up to its col-
lapse. The firm said that it had
not been contacted by Mr Vaiu-
kas prior to the publication of
his report, emphasising there
wag no finding that its opinions
were wrong or improper,

“We have reviewed the opin-

Jons and are not aware of any

facts or circumstances which

tpey had had worried cails from
regulators early vesterday about
whether their companies had
alst used transdctlony similar to
Repo 105.:

The trades -~ which Lehman
never disclosed to investors, rat-
ing agencies or regulators — are
described as “an accounting
gimmick” by Mr Valukas.

People close to the situation
said the US regulators wanted
tfo ensure that Repo 105-style
deals were not widespread.

“the regulators want to nip

“ this in the-bud by making sure
it was idiosyticratic’to - LeHmar ™ -

Mo 14 /310/ O
Fallout spreads to UK

Reuters

sheet at the height of the crisis,
avoiding . potentially costly rat-
ing downgrades but misleading
investors as to the ttue state of
its finances, Mr Valukas claims.

Bankers sazdj Repo 105 was an
unusual transaction: ‘because it
cost more than traditional repos
- trades where a bank pledges
collateral to ahother institufion
in exchange for cash and prom-
ises to return the funds later
with interest. :

Additional réporting by Megan
Murphy, Michael Peely Tom

Braithwaite, Jeremy Lemer and

Justin ‘Baer B

Sarkozy
and Bro

join to
attack US

By George Parker in Londen

Nicolas Sarkozy and Gordon
Brown joined forces yesterday
to-attack the US:for alleged pro-
tectiontsm in its handling of a
$50bn military tender that looks
likely to be awarded to Boeing.

The French president believes

the rules of the tender to pro-
| vide refuelling tankers to the US
-air force were skewed against

EADS, the Franco-Germanh asro-
space and defence group. He
said: “I did not appreciate this
decision. This is not the right
way to behave.”

Speaking in Downing Street
after talks with the British
prime minister, Mr Sarkozy
accused the US of double stand-
ards. “If they want to be heard
in the fight against protection-
ism, they should not set the
example of protectionism.”

Mr Brown wag also unusually
forthright in his criticism of the
US. “1, too, am disappointed by

the Anierican decision and we

have:made our views known.”
EADS, parent company of Air-

| ‘bug; withdrew this week from

the long-running competition. 1t
was jointly bidding for the con-
tract with Northrop Grumman,
a US defence contractor.

The tensions come at a diffi-
cult time for transatlagtic trade
relations, with the US accusing
the Europeans of erecting batri-
ers to hedge funds - including
those based in New York - oper-
ating in the European Union.

“Tim Geithner, US Treasury

-secretary, aired his concernsg in

a letter this month tc Michel
Barnier, EU internal market
commissioner. My Brown sym-
pathises with Mr Geithner’s con-
cerns but said he was convineed
that France - which. favours
tougher regulation — and Britain

scould reach a .dealithat avoids
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1 how they contributed to
plosion.

le, the firm, like its Deers,
'to siress-test itg trading
1 investments, But Leh-
ed its principal invest.
| estate, its private equity
and its leveraged loang
ut deals, thereby leaving
8t risky assets from

Evidence

By Francesco Giuerrera
in Mew York

Did Dick Fuld, the former
chief executive of Lehman
Brothers, know about the
"accounting gimmick” that
enabled the firm to shift
billiens of dollars secretly
off its balance sheet
quarter after quarter?

Anton Valukas, the
court-appointed examiner,
concluded that there was
sufticient evidence to
Support a claim that My
Fuld and other executives
breached their fiduciary
duties by “allowing and
certifying the fiting of
financiai statements that
omitted or misrepresented
material information”,

He also said there was
“credible evidence” to
support a claim that My
Fuld’s fajlure to decide to
disclose the transactions
was “grossly negligent or
demonstrated a conscious
disregard of his duties”.

Mr Fuld's lawyer said
the Lehman chisf had no

4

| & device that allowed

Mr Fuld and others for a
meeting the following day.,
The attachiments included
an agenda with topies such
as “Repo 105/108" [Repo 108
Wwas a similar device] and a
Presentation detailing that
Lehman had used Repo 105
to move $99bn i%35.6é11,
£32.3b) oIT 1T

gheet in fhe first uarter of
2008. The examiner sald
that Mr Fuld’s lawyer told
him that Mr Fuld dig not
use a computer and did

Questions over whether Fuld
knew of accounting gimmick

knowledge of “Repo 105”, not “have the ability to

open attachments” on hig
BlackRerry. Mr Fuid did
not attend the March 28
meeting because he had
other calls to make.

The second meeting took
blace in June 200z between
Mr McDade, whe had been
promoted to the roles of
bresident and chief
operating officer, and Mr
Fuld. Mr McDade told the
examiner he had walked
Mr Fuld through g
Dresentation that showed
Lehman had been using
Repo 105 to the tune of
billions of dollars in the
previous three quarters,
Mr McDade also recalied
that he had recommended
to Mr Fuld that the use of
Repo 105 be curbed.

The executive said that
Mr Fuld asked him: “Ig it
doable? Is it necessary? If
80...go do it,” according
to the report.

Mr McDade’s conchision
was that Mr Fuld “wag
familiar with the term
‘Repo 105’ and “knew
about the accounting of
Repo 1057, My Valukas
writes,

Lehman to move assets off
balance sheet to flatter its
results at the end of the
quarter. The lawyer added:
“Nor did Lehman’s setiior
finance officers, legal
counsel or Ernst & Young
raise any concerns abotut
the use of Repo 105 with
Mr Fuld.”

Mr Valukas’s report,
however, focuses on two
instances during which
Repo 105 was digcussed by
Lebman’s top executives.

First, on March 27 2008,
Bart McDads, then
Lehman’s “balance sheet”
tsar, e-mailed materials to

1t balance

s

Abank transfers asg
same time, the bank
after a specified peri

the bank's balance sheef3rg ]

ats to a counter

agrees o repay the cash P
od. The a

party as collateral in exchange for cash, At the

lUs interest and take colfateral back
ssets which have been transferred as collateral remain ofy
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few managers were not so sure,
Bart McPade, a Lehman executive
who was worried about Repo 105,
described it ag “a drug”.

Another executive ordered traders
to “wean themselves off” Repo 105,
One even pointed to the risks of coy.
ering up the bractice, warning: “The
more people that know the truth, the
more dodgy it. can he,”

Additioneal reporting by Nicole Bullock

Editorial Commaent, Page 8
Lex, Page 18
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Minsta avvikelse
fran mallen ar

ide har samman-

hangen lika
sensationell som
om Stefan Ingves
skulledansa
nakensamba
framtor fmam«
utskottet. .

Wi tillstyrker att Arsstimman
faststiller resultatrikningen och
balansrikninger.....bla bla bla.
S4 avslutas den sista och mest
forutsigbara delen av bolagens
Arsredovisningar som just nu
dimper ned. Det dr det avsnitt dér
bolagens revisorer skriver under
pa attArsredovisningen inte inne-
héller nigra fel och attledningen
haHit sig till Iagar och regler.

-

Att séiga att varje ord vigs pd-

guidvéyg vore en stark underdrift.
Minsta avvikelse fran mallen &ri
de hir sammanhangen lika sen-
sationell som om Stefan Ingves
skulle dansa nakensamba fram-
for finansutskottet. Inte desto
mindre &r det viktiga rader.
Tanken &r att aktiefigare och
andra ska kunna lita pa att de
fina ord och siffror som foretags-
fedringen fyller de pakostade
fyrfargsskrifterna med ger en
rittvisande bild av [6retaget.

! veckan avsiéjade en rapport av
utredaren Anton Valukas att
Lehman Brothers i sin boldéring
dgnat sig At luslonsnummer i
den hégre skolan.

En mandver med beteckning-
en Repo 105 inpebar att banken i
slutet av varje kvartal salde tifl-
gangar for 50 miljarder dollar,
vilket fick skuldsétiningen att se

mindre besvirande ut i delirs- .

rapporien. Nigra dagar senare
képtes tilighngarna tillbaka igen..

I sjlva verket var det ens sken-
affr vars enda syfte var att {or-

skisna verkligheten, enligt bade
atredaren och flera Lehman-che-
fer. Lite grann som att byta sin
rostande Fiat Punto mot en hyrd

- Lexus varje ging det 4r dags att

“besdka svarmeor.

‘Atgdrden ansigs si tveksam att
.ingen amerikansk advokatfirma
+ville skriva under pa den, Lehman
var tvungen att anvinda sig av
sitt London-kontor och advokat-
firman Linklaters.

Revisorerna, jittebyran Ernst
& Young, godkinde tricksandet
och star i efterhand fast vid ati
den numera kollapsade banken
rorde sig inom lagens rdmérken.
Aven om den saken kommer
uiredas, &r det kanske det mest
intressanta. Alla inblandade
inklusiveTevisorna tycks alltsd ha
varit medvetna om att hir smin-
kar vi ett lik, men det dr tillitet
enligt reglerna, sa det &r okej,

Aven | Sverige tycks revisorer
vara villiga att anvinda lagpara-
sraferna som gummisnoddar,
Swedbank dr det senaste exem-
piet. Det handlar om de 12,6 mil-
‘tarder kronor i évervarden, eller
goodwill, som banken anser fort-
farande finns i den baltiska verk-

samheten som ifol gick back

®

vis finansanalytikern Peter
Malmgvist. Swedbani & sin sida
sger att man bara foljt reglerna.

En titt pd hur Swedbank riknat

for att forsvara denna gladiekal-
Lyl visar attledningen medger att
de nfirmaste tre dren biir knacki-

oa men direfter, under de kom-

udra llmiljarder.

Atf Tevisorn Deloitie godként
detta fir ett hdn mot allt vad redo-
visningsegler heter och hotar att
dédskallemdrka Sverige som
borsnation, dundrade exempel-

mande 30 (1) dren kommer Balti-
Jeurs att vixa med hela 7 procent
om aret. aret

Att bolaget foljt
redovisnings-
reglerna aren
klen trost nar
liken flyter

upp fill ytan. %%?f

Denna fjirrsyn ir imponerasn-
de. Det dr lite som att festa upp en
&rslon pa en helg pa grundval av
de kommande ménadernas sik-
ra vinnare p& V75. Som jamférel-
se har SEB, som valde att skriva
ned sin goodwill i Baltikum, néjt
sig med betydligt mer modesta
fem ars prognoshorisont,

Blan maste frags sig om Swed-
banks revisor, Jan Palmqvist pa
Deloitte, bestimde sig for vad han
skulle komma fram till innan han

. bérjade rikna. Samrme man var

ocksé revisor i Carnegie och skrev
under en delarsrapport i oktober

Mol 20,90/0

2008 dar inte ett ord skymtade
om problem med likviditeten
trots att banken var hart pressad
och kort dérefter koliapsade.

Vilka obehagligheter ddljer sig
i Swedbanks siffror? Av bankerns
arsredovigning framgir at
Deloitte kvitterat ut 40 miljones
kronor fran Swedbank fir revi
sorstjinster under 2009 sami
ytterligare 19 miljoner i konsult:
arvoden.

Dir ligger en del av.problemet

Att bita den hand som f6der en &;
aldrig l4tt. Fragan &r om revisor
na i praktiken fungerar som aktie
dgarnas forlingda dron och égor
eller som ledninigens inhyrd:
konsulter pd jakt efter kryphd
déir misstag kan gdmmas?
« For den som ldser varens floc
av arsredovisningar kan det var:
véart att halla i minnet. Att bola
get foljt redovisningsregierna &
en klen trost nir liken flyter upy
tiil ytan.

Andreas Cervenka irreporter pd.
SvD Naringsliv.
andreas.cervenka@svd.ze

°

svd.se/naringsiiv
l.ds omrapporten
som kormmer med
svidande kritik

ot aktbrer efter
: Lehman Brothers.
s fall (13/3).
Bavd.se/narings
fiv:

HovighonsiitEe
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BOARD OF DIRECTORS’ REPORT 1 JANUARY —

Short-term Business Risks and Factors of Uncertainty

The financial crisis and the resuiting stagnation in economic activity will influence the decisions made by the company’s
customners and thereby affect the financial position of Trainers’ House Plc. In the current market situation, the length of sales
projects is expected to increase, and more projects are expecied to be cancelled than before, Price competition has also
intensified. Customers are having moere and more difficulty in keeping faith in the future.

Risks in the company’s operating environment have increased, business operations have become more challenging, and it
has become more difficult to estimate future developments. The operations of Trainers’ House are hindered by the unequiv-
ocal cost cuts made by some customers.

The Group’s goodwill and deferred tax assets recognized in the balance sheet were retested for impaimment at the end of
the financial year.

In the first quarter, the Group’s goodwill was written down in the amount of EUR 0.8 million, which corresponds to the value
of the Group's divested German operations. The impairment testing camried out at the end of 2009 indicates no need for
other goodwill write-downs. if the company’s profitability should fail to develop as predicted, or if interest rates or other
external factors heyond the company’s controt should change significantly, there is a risk that some of the Group’s goodwill
may have ta be written down.

The consolidated balance sheet of Trainers' House contained deferred tax assets from lesses carried forward in the amount
of EUR 7.1 million. At its meeting on 11 January 2010, the company’s Board of Directors reviewed the principles used in
recoghizing deferred tax assets, and decided fo make a non-recurring write-down. of EUR 3.7 miillion in deferred tax asseis
in the financial statements for 2009. The write-down is based on a revised estimate of the company's taxable income in
2010-2012.

if the company's taxable income does not reach approximately EUR 13 million in 2010-2012, there is a risk that some of
the EUR 3.4 million in deferred tax assets from losses carried forward recognized in the balance sheet of Trainers’ House
Plc cannot be ufilized and may have to be written down.

In connection with the merger of Trainers’ House and Satama Interactive on 31 December 2007, the company concluded
a loan agreement in the amount of EUR 40 million. At the balance sheet date, the company had loans related to this loan
agreement in the amount of EUR 16.5 million. The loan agreement contains standard covenants, including one concerning
the ratio of net debt to EBITDA.

In order to ensure that it will fulfil the financial covenant in the loan agreement concerning the ratio of net debt fo EBITDA,
the company issued a hybrid capital bond in the amount of EUR 5.0 million on 15 January 2010.

About Risks

The Trainers' House Group is an expert organization. Market and business risks are part of regular business operations,
and their extent is difficult to define. Typical risks in this field are associated with, for example, general economic develop-
ment, distribution of the dlientele, technology choices and development of the competitive situation and personnel expens-
es. Risks are managed through the efficient planning and regular monitoring of sales, human resources and business costs,
enabling a quick response to changes in the operating environment.

Furthermore, Trainers’ House aims to improve its risk tolerance by designing services that are not easily affected by eco-
nomic fluctuations.

The success of the Group as an expert organization also depends on its ability to attract and retain skilled employees.
Personnel risks are managed with competitive salaries and incentive schemes as well as investments in employee training,
career opportunities and general job satisfaction.

Risks are discussed in more detail on the company’s website at. www.trainershouse.fi > Investors.




NET SALES
Other Qperating Income

Costs:
Materials and services
Salaries and other employee benefits
Depreciation
Goodwill impairment
Other operating expenses
Total Costs

OPERATING PROFIT/LOSS

Financial income
Financial expenses

PROFIT/LOSS BEFORE TAX

Taxes

PROFIT/LOSS FOR THE PERIOD

Other comprehensive income;
Cash flow hedges
Translation differences related to international
operations
Income tax related to items of other
comprehensive income

Cther comprehensive income in the period after taxes

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD

Profitloss attributable to:
Shareholders of the parent company

Comprehensive profit/loss attributable to;
Shareholders of the parent company

Earnings per share as calculated from the profit
attributable to shareholders of the parent company:

Undiluted earnings/share (EUR)

Diluted earnings/share (EUR/share)}

The notes comprise a sighificant component of the financial statements.

@ NN o

10.
11.

12.

11.

12.

13.

i3.

27,647,240.92
101,089.56
-3,726,372.58
-16,021,832.96
-2,817,991.07
-804,122.63
-7,072,851.99
-30,443,171.26
-2,694,840.78

118,302.45
-1,273,223.19

-3,849,761.52
-3,166,521.23

~7,016,282.75

-120,809.32
10,542.73
31,410.42

-78,856.17
-7,095,138.92

-7,016,282.75

- 7,095,138.92

-0.10

£.10

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME, IFRS

44,237,260.99
214,261.97
-5,434,104.34
-22,041,729.54
-4,060,633.92
8,617,124.46
-40,153,592.26

4,297,930.70

350,597.57
-2,041,054.06

2,607,474.24
-1,252,347.35

1,355,126.86

231,124.22
-8,363.53
60,092.30
-179,395.45
1,175,731.41

1,355,126.86

1,175,731.41

0.02

0.02



ASSETS
Non-curent assets
Propenty, plant and equipment
Goodwill
Otherintangible assets
Financial assets
Receivables
Deferred tax receivables
Totai non-current assets

Current assets
Inventories
Trade and other receivables
Cash and cash equivalents
Total current assets

TOTAL ASSETS

SHAREHOLDERS’ EQUITY AND LIABILITIES
Equity attributable to equity holders of
the parent company
Share capital
Premiurrt fund
Translation difference
Hedging reserve
Distributable non-restricted equity fund
Retained eamings
Profitfloss for the period
Total sharehclders’ equity

Long-term liabilities
Deferred tax liabilities
Financial liabilities
Total non-current liabilities

Current liabilities

Provisions

Financial liabitities

Trade and other payables
Total current liabilities

Total liabilities

TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES

The notes comprise a significant component of the financial statements.

CONSOLIDATED BALANCE SHEE

14.
15.
15.
17.
19.
18.

20.
21,
22

23.

18.
26.

25,
26,
27

506,419.48
50,968,235.34
15,027,936.80

3,193.99
513,170.80
3,457,986.72
70,476,943.13

12,296.90
4,862,178.71
1,858,058.88
6,732,534.49

77,209,477.62

880,743.59
13,942,679.30

-260,430.82
31,872,147.15
11,937,725.43

-7,016,282.75
51,356,581.90

3,799,751.49
15,335,916.91
19,135,668.40

346,361.15
1,370,996.00
4,999,870.17
6,717,227.32

25,852,895.72

77,209,477.62

780,813.46
51,772,357.97
17,245,753.99

2,721.85
25,717.93
7,119,646.34
76,947,011.54

14,227.51
10,708,098.30

7,663,977.77
18,386,303.58

95,333,315.12

880,743.59
13,942,679.30
-10,542.73
-171,031.92
31,872,147.15
13,983,433.77
1,355,126.86
61,852,566.02

4,328,458.33
16,638,767.96
20,967,226.29

5,187,677.00
7,325,855.81
12,513,5632.81
33,480,759.10

95,333,315.12
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Qutline

 Why global standards?
* Principle-based standards
 |JASB’s active agenda
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International Financial Reporting Standards

Why global standards?

The views expressed in this presentation are those of the presenters,
not necessarily those of the IASB or the IASC Foundation




The reality

e Capital markets are global
— New York, London, Luxemburg, Hong Kong,
Singapore
 World’s economies are interdependent
— the financial crisis
— SMEs integrated into the global economy

« Accounting and auditing needs strengthening
— World Bank ROSCs
— corporate failures
— standard setters work programmes



Information supply chain

Corporate

governance
(Ethics codes)

Auditing
(ISAs)

Capital

Preparers :
providers

Accounting
standards Enforcement
(IFRSs & the IFRS for SMESs)

8?6



Benefits of global standards

o Efficient allocation of capital globally
— attracting investment through transparency

— reducing the cost of capital
— Increasing world-wide investment

* Reducing costs and increased efficiency
— facilitates standardising information systems

— eliminates wasteful reconciliations
— audit efficiencies
— education and training

UK. www.iasb.org



Fortune Global 500 (July 2009)

Fortune G500 Based on
announced plans

Which GAAP? 2009 | 2013 Japan 20157
IFRSs and word-for-word

IFRS equivalents 190 245 310

US GAAP 155 | 155 140
National GAAPs 155 100 50
Total 500 | 500 500




International Financial Reporting Standards

Principle-based standards

The views expressed in this presentation are those of the presenters,
not necessarily those of the IASB or the IASC Foundation




Why principle-based standards?

e Function well across the world’s jurisdictions
— accommodates different legal frameworks

* Reduces financial structuring opportunities
— rules are the tools of a financial engineer

 Faithfully represents the underlying economic
transactions and events

— no bright lines to exploit

— different entities record similar, but not necessarily
identical, answers for identical transactions and

events



So what will the future look like?

Principles Rules



ldeal structure of a principle-based standard

Some application guidance to explain the principles

Recognition Measurement
principle Principle/s

Concepts

Derecognition Presentation and
principle : i disclosure principles

&{}g

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org



The ideal principle-based standard

e Scope

— NO exceptions

* Principles

— derive

d from conceptual framework

— reliance on professional judgement to apply

princip

e Some ap

es In business context

nlication guidance

— explains application of principles




Get rule-based standards if

* Preparers and auditors
— refuse to exercise professional judgement
— don’t act with integrity
— ask for detaliled interpretations
— refuse to accept raw economic facts

 Regulators
— want one answer in spite of different economic facts

e Courts
— lawyers fall to defend reasonable judgements



Structure of some IFRSs

Exceptions Interpretations

Principles

Concepts

ESome application guidance to give effect to the principles§

f:ga

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org



Example 1.
Business combinations

e Core principle
—an acquirer of a business (scope)

— recognises the assets acquired and liabilities
assumed (recognition)

— at their acquisition-date fair values (measurement)

— discloses information that enables users to evaluate
the nature and financial effects of the acquisition
(disclosure)

o
&9

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org



Example

Business combinations continued

1:

e But still
— exce

— exce

nas rules
ptions to the recognition principle

ptions to the measurement principle

— specified disclosures

See basis for conclusions on IFRS 3 for reasons for
rules deviations from core principle

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org
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Example 2:
Correcting material prior period error

e Objective
e Concepts
— faithful representation
— comparability
* Principle
— retrospective restatement, ie restate financial

statements in order that present financial
Information as if error had not occurred

* Rules
— Impracticable exception
— specified disclosures

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org



Structure of other IFRSs

Other rules

Exceptions Interpretations

General rules (not based on
concepts in Framework)

EMuch application guidance to give effect to the general rulesé

8?6
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Example 3:
Lease classification

* General rule (not a principle)
— capitalise in-substance purchases (finance leases)

— other leases = executory contracts (operating
leases)

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org



Example 3:
| ease classification continued

General rule 1s weak/inconsistent with the

framework
— Many leases structured to be off balance sheet

— US wrote more application rules. These rules arguably help
structure leases off balance sheet

Help us set a better classification principle (see DP Leag

f:ga
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Concepts that underlie IFRSs

* Objectives of general purpose financial statements
e Qualitative characteristics

* Elements

* Recognition and measurement

e Presentation and disclosure



Objective

Objective of IFRS financial statements

 to provide information about the:
— financial position
— performance; and
— changes in financial position

o of an entity that is useful to ... in making capital
allocation decisions.



Obj ective continued

Debunk myths:

- Myth 1: objective = record of historical costs

- Myth 2: objective = support tax return

- Myth 3: financial statements are designed to
meet all the needs of all users




Qualitative characteristics

Current framework

e understandability

e relevance
— materiality

* reliablility
— faithful representation
— substance over form

— neutrality (prudence)
— completeness

e comparabillity

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org

Proposed framework

e fundamental QCs
— relevance
— faithful representation
— complete

— neutrality

— free from material error

« enhancing QCs
— comparability
— verifiability
— timeliness
— understandability ‘0‘



Debunk myths
Myth 1: Reliability = precise
e Debunk:

— reliability = faithful representation, substance over form,
neutrality, completeness... (FW.31-38)

Myth 2. Matching = QC or underlying assumption
e Debunk:

— underlying assumptions = going concern and accrual basis
(FW.22 and 23)

— accrual basis = recognise elements when they satisfy
definition and recognition criteria (IAS 1.28)

— other elements defined with reference to assets and liabilities
(FW.49 and 70) ggga

© 2008 IAS . Www.iasb.org



Elements

Current framework

e Asset

— resource controlled by the
entity

— result of past event

— expected inflow of
economic benefits

 Liability
— present obligation

— arising from past event

— expected outflow of
economic benefits

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org

Framework project

e Asset
— a present

— economic resource

— to which the entity has a
right or other access that
others do not have

 Liability
— a present

— economic obligation

— for which the entity is the
obligor @0
: &



Elements continues

Current framework
* Equity = Assets — Liabllities (ie a residual)

e Income and expenses = changes in assets and
liabilities...

Defining income and expenses with reference to assets &

liabilities = robust framework for measuring performance

&{}?
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Measurement

Myth: The measurement part of the IASB’s
framework Is robust

e Debunk:
— a collection of measurement conventions

— does not help IASB select measurement bases

Help us develop a better framework for measurement

8?6



International Financial Reporting Standards

IASB’s active agenda

The views expressed in this presentation are those of the presenters,
not necessarily those of the IASB or the IASC Foundation




Consultation process

9-15 _
<____m_____> (-----){--)

Discussion
paper

Exposure
Comment Draft

analysis

7\

Research: Additional
iInput
Standard

setters,
EFRAG, and
others.
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Comment
analysis

7\

Additional
iInput

Final

standard Effective
date

Feedback
statement

2 year post

implementation
review




Conceptual framework work plan

Phases Next step / Timing
current status | estimate

Objectives and qualitative characteristics @ Final chapters | Q2 2010
Elements and recognition DPs Q4 2010
Measurement DPs Q4 2010
Reporting entity Final chapter Q4 2010

Presentation and disclosure
Purpose and status

Not-for-profit entities

I @& Tm m O O W >»

Remaining issues

o
&9



Major MoU projects—financial crisis

Project Progress towards milestones
Financial Milestone 2010 | converged requirements
Instruments: Work done PVD/DP on complexity issued

recognition and

measurement FASB ED on hedging issued

IFRS 9 Financial Instruments
issued

IASB ED on impairment issued
[comments by 30 June]

DP on credit risk in liability
measurement issued

FCAG issued report issued

FASB-IASB joint round tables
In Tokyo, London and Norwalk

o
&9



Major MoU projects—financial Crisis continued

Project

Financial
Instruments:
recognition and
measurement

continued

Progress towards milestones

Expect

|IASB ED classification and
measurement of financial
liabilities in Q2 2010

IASB ED hedge accounting in
mid 2010

FASB to issue comprehensive
ED on financial instruments in
Q2 2010

o
&9



Major MoU projects—financial crisis continued

Project Progress towards milestones

Fair value Milestone 2010 | converged guidance
measurement  \york done SFAS 157 and IASB ED
guidance issued and round table

discussions in Q4 2009

Expect IFRS in Q3 2010

&



Major MoU projects—financial Crisis continued

Project

Consolidation
and SPEs

Derecognition

Progress towards milestones

Milestone 2009 | converged requirements

Work done Revised FIN46R & FAS 140 and
IASB ED

Expect IFRS on disclosures in Q2 2010
IFRS (replace IAS 27) in Q4
2010

US ED in H1 2010
Milestone 2010 | converged requirements

Work done Revised FAS 140 and IASB ED
Issued
Expect IASB ED Q2/Q3 2010

IFRS in Q2 2011

o
&9



Other major joint projects (MoU)

Project Progress towards milestones
FI with Milestone 2011 | converged requirements
characteristics | \\/ork done PVD and DP issued
of equity Expect EDs in Q2 2010
Revenue Milestone 2011 | converged requirements
recognition Work done DPs issued

Expect EDs in Q2 2010
Financial Milestone 2011 | converged requirements
Statement Work done DPs issued
presentation - ot 3 JASB EDs in Q2 2010

(1) discontinuing operations
(1) presentation of OCI
(i) replacing IASs 1 & 7

o
&9



Other major joint projects (MoU) continued

Project

Leases

Post
employment
benefits

Progress towards milestones

Milestone 2011
Work done
Expect
Milestone 2011
Work done

Expect

converged requirements

DPs issued

EDs in Q2 2010

converged requirements

SFAS 158 and IASB DP issued

IASB ED Discount Rate for
Employee Benefits issued

IASB ED on defined benefit
plans in Q2 2010

o
&9



Other major joint projects (not in MoU)

Joint project (outside MoU)

Insurance contracts

Emissions trading schemes

Next step /
current status

EDs

EDs

Timing
estimate

Q2 2010
Q4 2010

o
&9



Overview

IASB project
Liabilities

Common control transactions
Extractive activities

Amendments to IFRSs
Management commentary
Annual improvements

Government grants
Rate regulated activities

Next step /
current status

ED comments due
IFRS

Suspended

DP issued
Request for views

various
Guidance

IFRS (2008-2010)
ED (2009-2011)

Suspended
IFRS

Timing
estimate

19 May 2010
Q2 2010

Q1/Q2 2010
Various
Q3/Q4 2010

Q2 2010
Q3 2010

H2 2011

o
&9



Questions or comments?

Expressions of individual views
by members of the IASB and
their staff are encouraged.

The views expressed in this
presentation are those of the
presenters. Official positions of
the IASB on accounting matters
are determined only after
extensive due process

and deliberation.

&



May 2010

International Financial Reporting Standards

International Financial
Reporting Standards

(IFRSS)

Gilbert Gélard, IASB member

The views expressed in this presentation are those of the presenters,
not necessarily those of the IASB or the IASC Foundation
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Qutline

 Why global standards?
* Principle-based standards
 |JASB’s active agenda

o
&9
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International Financial Reporting Standards

Why global standards?

The views expressed in this presentation are those of the presenters,
not necessarily those of the IASB or the IASC Foundation




The reality

e Capital markets are global
— New York, London, Luxemburg, Hong Kong,
Singapore
 World’s economies are interdependent
— the financial crisis
— SMEs integrated into the global economy

« Accounting and auditing needs strengthening
— World Bank ROSCs
— corporate failures
— standard setters work programmes



Information supply chain

Corporate

governance
(Ethics codes)

Auditing
(ISAs)

Capital

Preparers :
providers

Accounting
standards Enforcement
(IFRSs & the IFRS for SMESs)

8?6



Benefits of global standards

o Efficient allocation of capital globally
— attracting investment through transparency

— reducing the cost of capital
— Increasing world-wide investment

* Reducing costs and increased efficiency
— facilitates standardising information systems

— eliminates wasteful reconciliations
— audit efficiencies
— education and training

UK. www.iasb.org



Fortune Global 500 (July 2009)

Fortune G500 Based on
announced plans

Which GAAP? 2009 | 2013 Japan 20157
IFRSs and word-for-word

IFRS equivalents 190 245 310

US GAAP 155 | 155 140
National GAAPs 155 100 50
Total 500 | 500 500




International Financial Reporting Standards

Principle-based standards

The views expressed in this presentation are those of the presenters,
not necessarily those of the IASB or the IASC Foundation




Why principle-based standards?

e Function well across the world’s jurisdictions
— accommodates different legal frameworks

* Reduces financial structuring opportunities
— rules are the tools of a financial engineer

 Faithfully represents the underlying economic
transactions and events

— no bright lines to exploit

— different entities record similar, but not necessarily
identical, answers for identical transactions and

events



So what will the future look like?

Principles Rules



ldeal structure of a principle-based standard

Some application guidance to explain the principles

Recognition Measurement
principle Principle/s

Concepts

Derecognition Presentation and
principle : i disclosure principles

&{}g
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The ideal principle-based standard

e Scope

— NO exceptions

* Principles

— derive

d from conceptual framework

— reliance on professional judgement to apply

princip

e Some ap

es In business context

nlication guidance

— explains application of principles




Get rule-based standards if

* Preparers and auditors
— refuse to exercise professional judgement
— don’t act with integrity
— ask for detaliled interpretations
— refuse to accept raw economic facts

 Regulators
— want one answer in spite of different economic facts

e Courts
— lawyers fall to defend reasonable judgements



Structure of some IFRSs

Exceptions Interpretations

Principles

Concepts

ESome application guidance to give effect to the principles§

f:ga
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Example 1.
Business combinations

e Core principle
—an acquirer of a business (scope)

— recognises the assets acquired and liabilities
assumed (recognition)

— at their acquisition-date fair values (measurement)

— discloses information that enables users to evaluate
the nature and financial effects of the acquisition
(disclosure)

o
&9
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Example

Business combinations continued

1:

e But still
— exce

— exce

nas rules
ptions to the recognition principle

ptions to the measurement principle

— specified disclosures

See basis for conclusions on IFRS 3 for reasons for
rules deviations from core principle

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org
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Example 2:
Correcting material prior period error

e Objective
e Concepts
— faithful representation
— comparability
* Principle
— retrospective restatement, ie restate financial

statements in order that present financial
Information as if error had not occurred

* Rules
— Impracticable exception
— specified disclosures

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org



Structure of other IFRSs

Other rules

Exceptions Interpretations

General rules (not based on
concepts in Framework)

EMuch application guidance to give effect to the general rulesé

8?6
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Example 3:
Lease classification

* General rule (not a principle)
— capitalise in-substance purchases (finance leases)

— other leases = executory contracts (operating
leases)

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org



Example 3:
| ease classification continued

General rule 1s weak/inconsistent with the

framework
— Many leases structured to be off balance sheet

— US wrote more application rules. These rules arguably help
structure leases off balance sheet

Help us set a better classification principle (see DP Leag

f:ga
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Concepts that underlie IFRSs

* Objectives of general purpose financial statements
e Qualitative characteristics

* Elements

* Recognition and measurement

e Presentation and disclosure



Objective

Objective of IFRS financial statements

 to provide information about the:
— financial position
— performance; and
— changes in financial position

o of an entity that is useful to ... in making capital
allocation decisions.



Obj ective continued

Debunk myths:

- Myth 1: objective = record of historical costs

- Myth 2: objective = support tax return

- Myth 3: financial statements are designed to
meet all the needs of all users




Qualitative characteristics

Current framework

e understandability

e relevance
— materiality

* reliablility
— faithful representation
— substance over form

— neutrality (prudence)
— completeness

e comparabillity

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org

Proposed framework

e fundamental QCs
— relevance
— faithful representation
— complete

— neutrality

— free from material error

« enhancing QCs
— comparability
— verifiability
— timeliness
— understandability ‘0‘



Debunk myths
Myth 1: Reliability = precise
e Debunk:

— reliability = faithful representation, substance over form,
neutrality, completeness... (FW.31-38)

Myth 2. Matching = QC or underlying assumption
e Debunk:

— underlying assumptions = going concern and accrual basis
(FW.22 and 23)

— accrual basis = recognise elements when they satisfy
definition and recognition criteria (IAS 1.28)

— other elements defined with reference to assets and liabilities
(FW.49 and 70) ggga

© 2008 IAS . Www.iasb.org



Elements

Current framework

e Asset

— resource controlled by the
entity

— result of past event

— expected inflow of
economic benefits

 Liability
— present obligation

— arising from past event

— expected outflow of
economic benefits

© 2009 IASC Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.iasb.org

Framework project

e Asset
— a present

— economic resource

— to which the entity has a
right or other access that
others do not have

 Liability
— a present

— economic obligation

— for which the entity is the
obligor @0
: &



Elements continues

Current framework
* Equity = Assets — Liabllities (ie a residual)

e Income and expenses = changes in assets and
liabilities...

Defining income and expenses with reference to assets &

liabilities = robust framework for measuring performance

&{}?
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Measurement

Myth: The measurement part of the IASB’s
framework Is robust

e Debunk:
— a collection of measurement conventions

— does not help IASB select measurement bases

Help us develop a better framework for measurement

8?6



International Financial Reporting Standards

IASB’s active agenda

The views expressed in this presentation are those of the presenters,
not necessarily those of the IASB or the IASC Foundation




Consultation process

9-15 _
<____m_____> (-----){--)

Discussion
paper

Exposure
Comment Draft

analysis

7\

Research: Additional
iInput
Standard

setters,
EFRAG, and
others.
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Comment
analysis

7\

Additional
iInput

Final

standard Effective
date

Feedback
statement

2 year post

implementation
review




Conceptual framework work plan

Phases Next step / Timing
current status | estimate

Objectives and qualitative characteristics @ Final chapters | Q2 2010
Elements and recognition DPs Q4 2010
Measurement DPs Q4 2010
Reporting entity Final chapter Q4 2010

Presentation and disclosure
Purpose and status

Not-for-profit entities

I @& Tm m O O W >»

Remaining issues

o
&9



Major MoU projects—financial crisis

Project Progress towards milestones
Financial Milestone 2010 | converged requirements
Instruments: Work done PVD/DP on complexity issued

recognition and

measurement FASB ED on hedging issued

IFRS 9 Financial Instruments
issued

IASB ED on impairment issued
[comments by 30 June]

DP on credit risk in liability
measurement issued

FCAG issued report issued

FASB-IASB joint round tables
In Tokyo, London and Norwalk

o
&9



Major MoU projects—financial Crisis continued

Project

Financial
Instruments:
recognition and
measurement

continued

Progress towards milestones

Expect

|IASB ED classification and
measurement of financial
liabilities in Q2 2010

IASB ED hedge accounting in
mid 2010

FASB to issue comprehensive
ED on financial instruments in
Q2 2010

o
&9



Major MoU projects—financial crisis continued

Project Progress towards milestones

Fair value Milestone 2010 | converged guidance
measurement  \york done SFAS 157 and IASB ED
guidance issued and round table

discussions in Q4 2009

Expect IFRS in Q3 2010

&



Major MoU projects—financial Crisis continued

Project

Consolidation
and SPEs

Derecognition

Progress towards milestones

Milestone 2009 | converged requirements

Work done Revised FIN46R & FAS 140 and
IASB ED

Expect IFRS on disclosures in Q2 2010
IFRS (replace IAS 27) in Q4
2010

US ED in H1 2010
Milestone 2010 | converged requirements

Work done Revised FAS 140 and IASB ED
Issued
Expect IASB ED Q2/Q3 2010

IFRS in Q2 2011

o
&9



Other major joint projects (MoU)

Project Progress towards milestones
FI with Milestone 2011 | converged requirements
characteristics | \\/ork done PVD and DP issued
of equity Expect EDs in Q2 2010
Revenue Milestone 2011 | converged requirements
recognition Work done DPs issued

Expect EDs in Q2 2010
Financial Milestone 2011 | converged requirements
Statement Work done DPs issued
presentation - ot 3 JASB EDs in Q2 2010

(1) discontinuing operations
(1) presentation of OCI
(i) replacing IASs 1 & 7

o
&9



Other major joint projects (MoU) continued

Project

Leases

Post
employment
benefits

Progress towards milestones

Milestone 2011
Work done
Expect
Milestone 2011
Work done

Expect

converged requirements

DPs issued

EDs in Q2 2010

converged requirements

SFAS 158 and IASB DP issued

IASB ED Discount Rate for
Employee Benefits issued

IASB ED on defined benefit
plans in Q2 2010

o
&9



Other major joint projects (not in MoU)

Joint project (outside MoU)

Insurance contracts

Emissions trading schemes

Next step /
current status

EDs

EDs

Timing
estimate

Q2 2010
Q4 2010

o
&9



Overview

IASB project
Liabilities

Common control transactions
Extractive activities

Amendments to IFRSs
Management commentary
Annual improvements

Government grants
Rate regulated activities

Next step /
current status

ED comments due
IFRS

Suspended

DP issued
Request for views

various
Guidance

IFRS (2008-2010)
ED (2009-2011)

Suspended
IFRS

Timing
estimate

19 May 2010
Q2 2010

Q1/Q2 2010
Various
Q3/Q4 2010

Q2 2010
Q3 2010

H2 2011

o
&9



Questions or comments?

Expressions of individual views
by members of the IASB and
their staff are encouraged.

The views expressed in this
presentation are those of the
presenters. Official positions of
the IASB on accounting matters
are determined only after
extensive due process

and deliberation.
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£ FRAG

Eurapean Financial Reporting Advisory Group

FINANCIAL REPORTING

Stig Enevoldsen

Former chairman of EFRAG

Helsinki — 5 May 2010



Accounting languages

GERMANY



IFRS — USA and JAPAN

Roadmaps issued by Japanese FSA
and US SEC on whether to allow or
require US and Japanese companies to
use IFRS

Tokyo 9 March 2010



IFRS — JAPAN

Japanese roadmap

/s now approved by the Japanese FSA
and allowing use as per 31 March 2010s

Decision in 2012 whether to require
Japanese companies to use IFRS

US GAAP not allowed from 2016

Helsinki 5 May 2010
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December 11, 2009
Financial Services Agency

Publication of the Revised Cabinet Office Ordinances, etc. for the Voluntary Application of International Financial Reporting
Standards in Japan

On December 11, 2009, the Financial Services Agency (FSA) published a set of revised Cabinet Office Ordinances, including “Regulation for Terminology, Forms and
Preparation of Consolidated Financial Statements™ and “Cabinet Office Ordinance on Disclosure of Corporate Information,” etc.

With these revisions, Japanese listed companies which meet certain requirements (“Specified Companies™) will be given the option to prepare their consolidated financial
statements, starting from the consolidated fiscal years ending on or after March 31, 2010, by applying IFRSs designated by the Commissioner of the FSA through public notice.
Please refer to the attached document for the summary of the revised Cabinet Office Ordinance, efc.

The publication of these revised Cabinet Office Ordinances, etc. officially provides an operational framework for the voluntary application of IFRSs, starting from the fiscal
vears ending on or after March 31, 2010, as the first step toward the application of IFRSs in Japan, following the roadmap, “Application of International Financial Reporting
Standards (IFRS) in Japan (Interim Report)” released by the Business Accounting Council on June 30, 2009. On the second step, the decision regarding the mandatory use of
[FRSs is to be made around 2012, while giving due consideration to various factors, including whether: 1) financial statements preparers, auditors, investors and other
stakeholders are well prepared for practical application of [FRSs through sufficient traming and education on [FRSs; 2) due process for sefting of IFRSs 1s ensured and
oovernance of the IASCF strengthened: and 3) process of sefting IFRSs gives proper consideration to the economic reality of business and trade practices in various counries.

The revision also includes discontinuing the current treatment where certain Japanese listed companies are allowed domestically to submit their consolidated financial
statements prepared under U.S. Generally Accepted Accounting Principles; the treatment will no longer be valid for consolidated fiscal vears ending after March 31, 2016.

m




101,

B Global Leadership Survey Report (PDF 679Kk)
B |FAC Press Release (PDF 26k)
B |FAC Web Page with Policy Position Papers and Reports

4 March 2010: Japan 'designates' additional IFRSs

. In our Mews Story of 31 Jan 2010, we reported that the Financial Services Agency (FSA) of Japan proposed to update
the list of IFRSs designated for use by companies voluntarily applying IFRSs in Japan to include the following IFRSs:

IFRS 1 First-time Adoption of International Financial Reporting Standards (amendment)

IAS 32 Financial Instruments: Presentation (amendment)

IAS 24 Related Party Disclosures (amendment)

IFRS 9 Financial Instruments

IFRIC 14 IAS 19-The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction
(amendment)

B |FRIC 19 Extinguishing Financial Liabilities with Equity Instruments

The FSA has now finalised that proposal. Click to downloaded the FSA Press Release (English version) (PDF 27k).
Ordinances that FSA adopted on 11 December 2009 (see IAS Plus News Story allow Japanese listed companies that
meet certain requirements to apply voluntarily, starting in financial years ending on or after 31 March 2010, IFRSs
designated by the Commissioner of the FSA through public notice.

4 March 2010: Notes from Special 3 March 2010 IASB-FASB meeting

The |ASB and FASE held a special joint meeting at the |ASB's offices in London on Wednesday 3 March 2010. Click
here to go to the preliminary and unofficial Notes Taken by Deloitte Observers at the meeting. Another special joint
meeting will be held on 11 March 2010. The IASB's reqular March Board meeting will be held on 15-19 March 2010.
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March 3, 2010
endorsement e
\_ Financial Services Agency

Publication of the Revision on the Designation of the International
Financial Reporting Standards for their Voluntary Application in Japan

The Financial Services Agency (FSA) completed the
International Financial Reporting Standards (IFRSs),Jallowing all IFRSs and International Financial Reporting
nterpretations Committee (IFRIC) interpretations approved and issued by the International Accounting
Standards Board (IASB) on or before December 31, 2009, to be used in the voluntary application of IFRS})in
Japan by certain Japanese listed companies (" Specified Companies”) starting from the consolidated fiscal years
ending on or after March 31, 2010. During the public consultation period, the FSA received 6 sets of comments,
which did not oppose to the proposed list of Designated IFRSs, and the FSA has decided to update the list of
Designated IFRSs as proposed.

ﬁ
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SECURITIES AND EXCHANGE COMMISSION

RELEASE NOS. 33-9109; 34-61578

Commission Statement in Support of Convergence and Global Accounting
Standards

AGENCY: Securities and Exchange Commussion.

ACTION:  Commission statement.

SUMMARY: The Securities and Exchange Commussion (the “Commuission”) 1s
publishing this statement to provide an update regarding 1ts consideration of global
accounting standards, mcluding its continued support for the convergence of U.S.
Generally Accepted Accounting Principles (“U.S. GAAP”) and International Financial

Reportmg Standards (“IFRS”) and the mplications of convergence with respect to the



IFRS — Other countries

Other major economies
committed

Canada, Brazil and South Korea

*China, India, Mexico and Argentina

Leaving USA on its own

Helsinki 5 May 2010



EUROPE AND ACCOUNTING

Helsinki 5 May 2010



European Regulation

EU has opted for IAS/IFRS and

Same accounting in Europe

Helsinki 5 May 2010



EU and IFRS

We have a global standard setter

IFRS has improved the quality and
the credibility of European financial
reporting

Helsinki 5 May 2010



EU and IFRS

EU companies, auditors and
regulators have spent the money to
Implement IFRS

EU has a competitive advantage!!

Helsinki 5 May 2010



EU and IFRS

Monitoring Board

Signed by
Commissioner Charlie McCreevy

(surprise)

Helsinki 5 May 2010



EU and IFRS

European Commissioner Barnier?

Committed to IFRS(?!) and has
promised not to be puppet of
Sarkozy and French views

But he Is an unknown feature as yet

Helsinki 5 May 2010



EU and IFRS

EU has adopted IFRS

Might be blocking minority for
endorsing new standards on F.I.

But most likely also blocking
minority for any other solution

No other infrastructure

Helsinki 5 May 2010



G20 and accounting

Helsinki 5 May 2010



G20 and accounting — April

One set of global standards

Consistency of measurement for
standards and regulators

Helsinki 5 May 2010



September 24 - 25, 2009
PREAMBLE

1. We meet in the midst of a critical fransition from crisis to recovery to tum the page on an era of iresponsibility and to
adopt a set of policies, regulations and reforms to meet the needs of the 215t century global economy.

2. When we last gathered in April, we confronted the greatest challenge to the world economy in our generation.

3. Global output was contracting at pace not seen since the 1930s. Trade was plummeting. Jobs were disappearing
rapidly. Our people worried that the world was on the edge of a depression.

4. At that time, our countries agreed to do everything necessary to ensure recovery, to repair our financial systems and
to maintain the global flow of capital.

. It worked.

6. Our forceful response helped stop the dangerous, sharp decline in global activity and stabilize financial markets.



important financial firms should develop internationally-consistent firm-specific contingency and resolution plans.
QOur authorities should establish crisis management groups for the major cross-border firms and a legal
framework for crisis intervention as well as improve information sharing in times of stress. We should develop
resolution tools and frameworks for the effective resolution of financial groups to help mitigate the disruption of
financial institution failures and reduce moral hazard in the future. Qur prudential standards for systemically
important institutions should be commensurate with the costs of their failure. The FSB should propose by the end
of October 2010 possible measures including more intensive supervision and specific additional capital, liquidity,
and other prudential requirements.

14. We call on our international accounting bodies to redouble their efforts to achieve a single set of high quality, global

accounting standards within the context of their independent standard setting process, and complete their convergence
project by June 2011. The International Accounting Standards Board's (IASB) institutional framework should further
enhance the involvement of various stakeholders.

15. Our commitment to fight non-cooperative jurisdictions (NCJs) has produced impressive results. We are committed to
maintain the momentum in dealing with tax havens, money laundering, proceeds of corruption, terrorist financing, and
prudential standards. We welcome the expansion of the Global Forum on Transparency and Exchange of Information,
including the participation of developing countries, and welcome the agreement to deliver an effective program of peer
review. The main focus of the Forum’s work will be to improve tax transparency and exchange of information so that
countries can fully enforce their tax laws to protect their tax base. We stand ready to use countermeasures against tax
havens from March 2010. We welcome the progress made by the Financial Action Task Force (FATF) in the fight
against money laundering and terrorist financing and call upon the FATF to issue a public list of high risk jurisdictions by

ww.pittsburghsummit.gov/mediacenter/129639.htm (6 of 15) [26/09/2009 21:20:59]
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1 April 2010: G20 leaders urge 'international standards'

strengthen the international financial system that they agreed to at their summit meeting in Pittsburgh in September 2009.
The Statement (PDF 102k) that was issued following the Pittsburgh summit set out, as one of many goals, complete
convergence of accounting standards across the G20 member nations by June 2011. In their new lefter, the five leaders
reiterate their call for adoption of international standards and for peer reviews o evaluate compliance. An excerpt:

Collectively we have been making steady progress toward stabilizing and strengthening the global financial system
by fortifying prudential oversight, improving risk management, promoting transparency, and reinforcing international
cooperation. While confidence in the financial system has improved, more work is required to restore the soundness
of some global banks' balance sheets, to avoid leaving the global financial system vulnerable and restricting its ability

There can be no let up in our commitment to... implementing international standards and agreeing to undergo

periodic peer reviews to evaluate our adherence to these standards.

|AS Plus has comprehensive accounting-related resources on the global 'credit crunch' Here.

1 April 2010: Argentina proposes to adopt IFRS for SMEs

As Previously Reporied on IAS Plus, Argentina will require all companies that publicly offer equity or debt securities to

switch to IFRSs starting in 2012, with an option to use IFRSs in 2011 or, in some cases, 2010. On 19 March 2010, the

fFEs Federacion Argentina de Consejos Profesionales de Ciencias Econdmicas (the national professional accounting body

g =2 0 Arnenting) izszued an evonsire draft oroonzinn to adont the (FRES for SAEFS 3z an option for all entities not reqired



The crisis

What is the impression of G20 views?

Accounting back to its relative
iImportance

Helsinki 5 May 2010



28 April 2010: ECB concerns about fair value, convergence

H Gertrude Tumpel-Gugerell, member of the Executive Board of the European Central Bank (ECB), spoke on Elements for

intervention on accounting issues at a conference in Paris on Paris on 27 April 2010. Click to Download Ms Tumpel-
Gugerell's Remarks (PDF 56K). Here are several excerpts in which she presents the views of the ECB on fair value
measurement, impairment, and convergence:

Fair value measurements

First, in our view fair value accounting does not provide decision-useful information to investors if the intention of an
entity is to hold the assets until maturity or to settle the liabilities at their nominal amount at maturity. In these cases,
recognising interim fair value changes simply heightens the volatility of the financial accounts, without providing actual
'information content'. This is typically the case for the loan book of commercial banks.

Moreover, the ECB does not agree that an entity is required to record a gain when the fair value of its own debt falls
due fo a decrease in its creditworthiness. The rationale being that the entity could buy back the debt and realise the
profit. However, in reality and especially in times of distress, an enfity does not have readily available the extra cash fo
buy back their debt....

Second, with regard to its application, fair value accounting poses certain operational challenges, namely when
markets become illiquid and reliable market prices are no longer available. What is the use of marking-to-market when
there is no market? The relevance and reliability of fair values based on market prices require a functioning market
where prices adequately reflect the underlying fundamentals of the financial instrument. When the market is
significantly disrupted, the use of market values may be utterly meaningless._._.

Hence the ECB is of the opinion that fair value measurement should only be required if it is consistent with the
institution's business model and the characteristics of the particular underlying asset or liability.

Impairment of financial assets

Pre-crisis provisioning practices delayed the recognition of credit losses inherent in loans. Accounting rules require a
specific trigger event, such as a default in payment to take place before allowing an entity to create provisions for
credit losses. As a result, major write-offs usually accumulate during severe downturns when the inherent credit losses
actually materialise, adding further stress to the financial system.

e = e Fevmirmemd o lrimey memirdmimmmsimmed mesrtlhemsrd sl imbleilAd e Aleaemlemmenrl Thim R =l e = s S i e i ed =t o e



Convergence

Helsinki 5 May 2010



Convergence

US GAAP IAS/IFRS GAAP

CONVERGENCE

GLOBAL GAAP

QapanD @rop@

Helsinki 5 May 2010



Cconvergence

New MoU issued 11 September 2008

o US Implementation of
0N, principles-based sta

o|s that the right focus?

Helsinki 5 May 2010



Press releases and announcements

and announcements » 1ASB and FASB Reaffirm Commitment to Memorandum of Understanding

IASB and FASB Reaffirm Commitment to

PR Memorandum of Understanding
v 05 November 2009

Further information
At their joint meeting last week, the

International Accounting Standards s Joint statement: FASB and IASB
Board (IASB) and the Financial Reaffirm Commitment to
Accounting Standards Board (FASEB) Memorandum of Understanding [PDF]

reaffirmed their commitment to improve

. . . . » Joint Statement of the International
International Financial Reporting

Accounting Standards Committee
Standards (IFRS) and U.5. generally ?;"JG;_':H;‘J 2'-'|'ill'i"|:- i:Si_- _f:!.r:ir_j;
accepted accounting principles (U.S. f_'.,'“:“-;jl , hr. - _1' i"ﬂ' ) -'-'il:ri-::l-'ILEF:Ells]
L LERNRNNILY I LIl el |

GAAP) and to bring about their
convergence. [he Boards also agreed to n View a printfriendly PDF version of
intensify their efforts to complete the this press release

major joint projects described in their

2006 Memorandum of Understanding

(Mol), as updated in 2008.

Today, as a further affirmation of that commitment, the IASB and FASB issued a joint
statement describing their plans and milestone targets for completing the major MolJ
projects in 2011. The statement, which is available by clicking here [PDF] also describes
the values and principles underpinning the Boards' collaboration and significant successes
achieved thus far.

In affirming their commitment to developing a common set of high guality standards, the

FFE-425B-824B-9092E8A2D545/0/JointCommunique_October: 0 Internet | Protected Mode: C



project we improve Iinancial reporting and we eliminate dilferences between
[FRSs and US GAAP and make 1t easier for US entities to move to IFRS 1f the
SEC decides that such a step 15 appropriate.

The MoU 15 equally important to our efforts to develop one set of global standards

because 1t 15 the catalyst for making[si anificant improvements]zo financial

reportmg. Unfortunately our goal of improving financial reporting 1 somefimes
forgotten by outsiders when we discuss convergence. The FASB and the IASB

are both commutted to delivering the greatest possible mprovements to financial

reportig. By combming our resources and having the boards challenge each

other we strive to create more robust and sustainable solutions.




Convergence

IASB — FASB fast track:

*All MOU projects to be finalised before
June 2010(not really possible and not
iImportant)

Meet every month (or really every two
weeks)

eStaffs almost integrated

*Does it has implications for the future?

Helsinki 5 May 2010



Convergence

EFRAG comments:

eSupports convergence but not at all
COSts

Keep focus on the agenda important to
those regions (EU) already using IFRS,
l.e iInsurance

Not only focus on the needs of the US

Helsinki 5 May 2010



The IASB

Work programme

Helsinki 5 May 2010



JASB work programme

Crisis projects:

 Consolidation (new IAS 27) ED
 Consolidation — disclosures IFRS
» Derecognition ED IFRS
e Fair Value measurement - IFRS
* Fin Instr—Class&Meas/Liability ED
« FI. Impairment ED
 F.I. Hedging ED

Helsinki 5 May 2010



JASB work programme

MOU projects:

« FSP Discontinued Operations
e FSP — OCI — page break

e FSP —-new IAS 1 and IAS 7

o Equity/liability Split

* Income tax

e Leases

 Revenue recognition

Helsinki 5 May 2010

ED
ED
ED
ED
ED
ED
ED



JASB work programme

MOU projects:

e Pension - Corridor removal ED
e Termination benefits IFRS
 Joint ventures IFRS

Helsinki 5 May 2010



JASB work programme

Other projects:

AlP

Insurance

IAS 37 Measurement
Extractive industries

Framework ??7?7?

Helsinki 5 May 2010

ED
ED
DP

16

IFRS



JASB work programme

Many observers do no longer believe
that IASB will meet its own timetable for
the massive work programme

Helsinki 5 May 2010






JASB work programme

EFRAG comments

JASB must prioritise!

Helsinki 5 May 2010



Financial
Instruments

Helsinki 5 May 2010



November 2009

[FRS 9 Financial Instruments

D

11,69 in 4



IFRS 9 C & M

Wil the standard be endorsed?

Situation right now:
—Fast-track procedure stopped
—Time for reflection

—Next steps to be considered
—Timing to be considered

Tokyo 9 March 2010



FINANCIAL INSTRUMENTS

FINANCIAL INSTRUMENTS:

—The most controversial issue In
Europe

Tokyo 9 March 2010



EFRAG

Financial instruments:

 Impairment

 Derecognition

 Financial liabilities (ocr)
 Hedging (limitations and portfolio)
 Derecognition

Tokyo 9 March 2010



THE EUROPEAN VOICE

www.EFRAG.org



EFRAG

 We must have a strong and credible
European voice on accounting issues

« To match US and Japan

EFRAG

www.EFRAG.ORG

Helsinki 5 May 2010



EFRAG

Main objectives:

e Proactive contribution to the IASB and
IFRIC

e Endorsement advice - EU Commission

 Co-ordinate proactive EU activities
o Stimulate thought leadership

www.EFRAG.ORG

Helsinki 5 May 2010



EFRAG

Working Arrangement:

EFRAG advisor to the EU Commission on all
Issues on application of IFRS in EU

Specifically on
e Endorsement advice

 Proactive input to IASB/IFRIC
www.EFRAG.ORG

Helsinki 5 May 2010



EFRAG

Co-Funded by the EU Commission

From 2010 EC will fund 50% of EFRAG expenses
up to a maximum

Supported by
« EU Parliament

e Council of Ministers

www.EFRAG.ORG

Helsinki 5 May 2010



[ Performs
scrutiny

EU Structure

EU

Vote / Approval
ACCOUNTING PP PARLIAMENT
REGULATORY EU COMMISSION
COMMITTEE -ARC / COUNCIL OF

MINISTERS

Advice

BRI IFRS/IFRIC O

Helsinki 5 May 2010




EFRAG — has open due process
DRAFTS FOR COMMENT NOW/-:

=

ment Letter

mpairment

1AS 37




DRAFT
COMMENT LETTERS

Read all over the world
as basis for input to IASB

www.EFRAG.ORG
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BEFRAG

European Financial Reporting Advisory Group m

XX September 2009

International Accounting Standards Board

30 Cannon Street T
London

ECAM 6XH Draft Comment Letter
United Kingdom _—

/

—_
| DRAFT COMMENT LETTER |
Comments should be sent to Commentletter@efrag.org by 29 September 2009

Dear Madam/Sir

Unknown Zone | Protected Mode: Off




EE FRAG . Endorsement

European Financial Reporting Advisory Group m Statu S I‘ep (0) I‘t
B ouils | Popds | Mesings ] Proacie Phen Saus

F,jREE-FEEd Restricted Area: Iogin:| | passwcrrd:|

E

Invitation to
comment

Draft Comment Letter

Extractive Industries
meeting on 5, 6 and 7 May

26-4-2010 | TEG meeting 5,

EFRAG announces that it wi
2010.

23-4-2010 | EFRAGs Draft Comment Letter on the 145Bs DP Extractive Activities ED on Measurement of Liabilities in |
Comment Letter

EFRAG has issued its draft comment letter on the |1ASB OF Extractive Activities. The letter can be Comments no later than - 7-5-2010
downloaded here. Comments are invited on the draft letter by 2 July 2010

Projects: Invitation to Comment

145 39 Replacement: Amortised Cost and
Impairment | Draft Comment Letter
Comments no later than - 1-6-2010

16-4-2010 | EFRAG and European national standard-setters publish “Performance Reporting — summary of
comments in response to the European Discussion Paper”

EFRAG and European national standard-setters publish *P
response to the European Discussion Paper'. The Discuss
March 2009 as part of the European pro-active work and ad
presentation of financial pefformance. The summ

f‘lﬁ-#-?ﬂ‘lﬂ | EFRAG's AMENDED draft comment letter on 1458"s ED Measurement of Liabilities in IAS 37 \

Draft Comment
Letter |AS 37 Conceptual Framework for Financial Reporting: The
Reporting Entity ED | Draft Comment Letter

5 can be downloaded here. Comments no later than - 26-6-2010

Extractive Activities | Draft Comment Letter

EFRAG has supplemented its draft comment letter on the IAS ED Measurement of Liabilities in 1AS 37, Comments no later than - 2-7-2010

subsequent to the posting of the working draft of the new IFRS to replace IAS 37. Comments are imited until
7 May 2010. Constituents that have already submitted their replies are welcomed to comment only on the

\addltl ons. )

13-4-2010 | EFRAG's draft comment letter on the IASB's ED Conceptual Framework for Financial Reporting: The
Reporting Entity

F



EcFRAG

European Financisl Reporting Advisory Group =

The EU endorsement status report

Position as at 25 March 2010

[Revisions to previous version of this schedule are marked in bold]

EFRAG draft
endorsement
advice

EFRAG
endorsement
advice

ARC wote

When might
endorsement

be expected

1ASH
Effective
Date

Expected
ic be
endorsed
before the
effective
date?

STAMDARDS

|FRS 8 Financial Instruments (Issued 12 November

2009)

INTERPRETATIONS

v 02/11/2000

XPostponed

¥ Postponed

¥ Postponed

0101720132

Instruments (lssued 26 November 2003)

Amendment to IFRIC 14 Prepayments of a Minimum ¥ . A
Funding Requirement (lssued 26 November 2003) ¥ 1411212009 ¥ 200112010 Lot e e
IFRIC 18 Extnguishing Financ:al LiabMies with Equity |-y 40008 ¥ 2010112010 v 0410372010 xQ22010 | 01072010 | A

AMENDMENTS

Adopters (lsswed 28 January 2010)

Amendments to IFRS 1 Additional Exemptions for v I

First-fime Adopters (Issued 23 July 2009) ¥ 07/08/2008 v’ 0911072008 14/12/2000 X032 2010 01012010 L J
Revised IAS 24 Related Party Disclosures (lssued 4 i . ;i

Movember 2009) ¥ 20011/2009 ¥ 2000172010 04/03/2010 xQ22010  |0wO12011 | A
Amendment to IFRS 1 Limited Exemption from

Comparative IFRS 7 Disclosures for First-time ¥ 20001/2010 v 10/02/2010 v 04/03/2010 X072 2010 100712010 A




EFRAG

SUPERVISORY BOARD

EFRAG
TECNICAL EXPERT

GROUP

INSURAN WG Fin Inst WG

Joint venture WG ComCon WG

Helsinki 5 May 2010



EFRAG

Users

EU
NSS

/

CESR

EFRAG

|

Global
NSS

SAC, London 22 February 2010

IASB:

-Convergence
meetings

-SAC
-Chairs

-Working
groups

-Letters
-Staff
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Proactive activities

p with National standard se

ty proactive input to IASB(

yates in Europe
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EFRAG

Proactive agenda:

e Disclosure framework - EFRAG

« Common control — OIC/EFRAG
 Income tax — GASB/ASB/EFRAG
e Cost benefit — ASB/ EFRAG
 Business model

« EFRAG Proactive strategy

SAC, London 22 February 2010



Proactive publications

EEEFRAG ® chsR A O

European
DRSC

Consell

PRO-ACTIVE ACCOUNTING ACTIVITIES IN EUROPE (PAAINE)

ECSU'SFIK;:&AG;EHING BETWEEN
Conceptual LIABILITIES AND EQUITY
Framework

Financial Reporting
of Pensions -

Performance
Reporting

Equity - Liability
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Eurapean Financial Reporting Advisory Group m DRSC

fiiansiell rapportering 5 g R e |J J
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PRO-ACTIVE ACCOUNTING ACTIVITIES IN EUROPE (PAAINE)

PERFORMANCE REPORTING
A EUROPEAN DISCUSSION PAPER




EEFRAG Q@ == O

Evrnpean Fnancial Reporting Advisory Group m

DRSC

Mhcriall roppertoriog $ KS‘R % |

PRO-ACTIVE ACCOUNTING ACTIVITIES IN EUROPE (PAAINE)

PERFORMANCE REPORTING
A EUROPEAN DISCUSSION PAPER



BEcFRAG G > 6 A
European Financial Reporting Advisory Broup @ Conseil National de In Comptabilite "~ /| A\ Q'B

PRO-ACTIVE ACCOUNTING ACTIVITIES IN EUROPE (PAAINE)

THE FINANCIAL REPORTING OF PENSIONS

FEEDBACK AND REDELIBERATIONS




BCFRAG

European Financial Reporting Advisory Group m

PRO-ACTIVE ACCOUNTING ACTIVITIES IN EUROPE (PAAINE)

PERFORMANCE REPORTING

A SUMMARY OF COMMENTS IN RESPONSE
TO THE EUROPEAN DISCUSSION PAPER
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|AS PLUS

Stemap Standards Interpretafions Agenda  Structure  Newslefter Resources Jurisdicions Links Search & Print

Monday, 3 May 2010

9 G

The #1 Website for Global Accounting News

Deloitte Publications

IFRS Publicafions
Non-IFRS Publications
IFRSs in your Pocket 2009
Model IFRS Statements

3 May 2010: Tanzania prescribes applicability of IFRS for SMEs

' Since 2004, all business entities in Tanzania have been required to use IFRSs except for government business enfities,
which have been required to use Intemational Public Sector Accounting Standards (IPSASs). The National Board of

and

as follows:
Disclosure/Compliance ‘M SHE‘ . o . :
Checkiits B Publicly accountable entities are required to use full IFRSs. These include:
Deloitte Comment Lefters = entities that offer shares to the public;

Compare IFRSs-Local * financial institutions such as banks, insurance, pension funds, mutual funds, securities brokers/dealers;

GAAP = entities that have essential public responsibility or provide essential public service such as ufilities; and

*= all entities including government business entities with 100 or more employees or with capital investment in non-
current assets above TShs.800,000,000 (approximately US$600,000).

B Non-publicly accountable entities are permitted to use the IFRS for SMEs. These include private business
entities and government business entities with less than 100 employees and capital investment of less than
TShs.800,000,000 (approximately US$600,000). Such entities may, alternafively, use full IFRSs.

B Public sector entities may use IPSASs provided that they do not qualify as publicly accountable (see above).

/
£s U or tnd)F S for SIS mulf ally hose pr he 1ASB mfull and without
WWW. t-4Sconr:

Past News by Month
Reference Materials

3 May 2010: 2010 Strategy matrix for global transfer pricing

[FRS  Accountants and Auditors of Tanzania has clarified which of those entities are now permitted to use the IFRSs for SMES,

[ASB Structure

What Is the 1ASB?
Structure Diagram
Monitoring Board
IFRS Foundation
2008-10 Constitution
Review

IASB Members

IASB Photos

IASB Due Process
IASB Contact Details
Advisory Council
Interpretations Committee
Constitution

|ASB Chronology

IASB Projects and
Meetings
Projects and Timetable
Meeting Notes
Effective Dates
Next Meeting Agenda
Future Meefing Dates
Comment Deadlines
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EFRAG

35 Square de Meeus
1000 Brussels
Belgium

www.EFRAG orc

Helsinki 5 May 2010



FINANSSIVALVONTA
FINANSINSPEKTIONEN

FINANCIAL SUPERVISORY AUTHORITY

Five years IFRS reporting - how does the future look like?

Effectiveness of enforcement - today and tomorrow

Finanssivalvonta | Finansinspektionen | Financial Supervisory Authority 5.5.2010 Tomi Seppélé




Disclaimer

The remarks today represent my own views,
and not necessarily those of the FIN-FSA,
my colleagues or members of our staff

Finanssivalvonta | Finansinspektionen | Financial Supervisory Authority 5.5.2010 Tomi Seppéala 1



Content

m News clips
Financial reporting structure

m Enforcement mechanism
—  Effectiveness of IFRS enforcement in the EU
—  Public oversight for PIE auditors and audit firms

m European Enforcers Coordination Sessions (EECS)
—  EU enforcement during it first five years

m |IFRS enforcement in Finland

—  Company selection in 2010 and 2009

—  Scope of enforcement over the years

—  Enforcement actions over the years

—  Enforcement in 2010 by company auditors, by IFRS area and actions

m Examples of our methods to approach certain IFRS areas

—  Challenges with IFRS 8
—  Challenges with IAS 36

Few words about materiality
Who we are

Finanssivalvonta | Finansinspektionen | Financial Supervisory Authority 5.5.2010 Tomi Seppélé 2



News clips

Ny birsdvervakning hir bygga
> Folaismésteligga i visentighete
En sx_ffgl_juppg_ift‘ eller information 3y
vasentlig om den paverkar de beslut
~ Somanvindaren ay finansiell rappor-
- tering fattar. Kiitik for felaktig eller

_--ui‘ieleimnacol mformatlon bor endast ta
sikte pd sida t somm dr visentligt for

Allt detta forutsatter att dvervak.

ningen sker ay ] [sT3

T av. personer med upp-
Vdat_erad kompetens om IFRS 'sgh'-
a“ﬂf‘,"i releyanta regelsystem, .

i}P Morgan

p sjiilvfeglering

ering Standards

IASB decision on fair value

f‘"‘egnskapsﬂisymig
Kompetanse til tolkning
0g skjgnnsutgvelse

Det‘ har veert hevdet at tilsynet gjor tolkninger og skjsnnsutgvelse i strid med sin kompetanse
Artikkelen drgfter enkelte avgrensningsspgrsmal i denne sammenhengen. Dette reiser to .
problemstillinger: 1) Er avgrensningen av tilsynets tolkningskompetanse og kompetanse til 3
overprgve skjgnn formalstjenlig? 2) Holder tilsynet seg i praksis innenfor sine kompetanserammer?

n FREP DEUTSCHE PRUFSTELLE FUR RECHNUNGSLEGUNG
FINANCIAL REPORTING ENFORCEMENT PANEL

International cooperation
All enforcement bodies are currently structured on a national basis. However,

global capital markets and global companies demand globally structured and
coordinated enforcement bodies. We still have a long way to go here, including

at a European level.
10

Why should investors be concerned?

There is no consistent enforcement of accounting standards in Europe, so
any proposal permitting certain exceptions in "rare" circumstances is open
to abuse. There is no SEC equivalent body in Europe.

Finanssivalvonta | Finansinspektionen | Financial Supervisory Authority

5.5.2010 Tomi Seppéld




Financial reporting structure

Information

&’ Financial Reporting

&l Auditing
% Enforcement

Finanssivalvonta | Finansinspektionen | Financial Supervisory Authority 5.5.2010 Tomi Seppéala 4




Enforcement mechanism

m Committee of European Securities Regulators
m CESR-Fin/Corporate Reporting

m CESR has published two standards

— Standard No 1: Enforcement of Standards on Financial Information in
Europe

— Standard No 2: Coordination of Enforcement Activities

= EECS

m Self assessment and peer review of CESR Standards

— Standard No 1: Compliance with 21 principles as of September 30,
2008

—  Principles cover e.g. the independency of the enforcer, powers,
enforcement techniques, cooperation, public reporting

= One way to assess effectiveness of the European enforcement system

Finanssivalvonta | Finansinspektionen | Financial Supervisory Authority 5.5.2010 Tomi Seppéala 5



Effectiveness of IFRS enforcement in the EU

m Fully applied 13

m Partially but 4
significantly applied
Partially applied 8

m Not applied

= No contribution 3
Number of countries 29

Finanssivalvonta | Finansinspektionen | Financial Supervisory Authority 5.5.2010 Tomi Seppélé 6



Public oversight for PIE auditors and audit firms

m External quality assurance
activities are visible and
credible

External quality assurance
activities are at early stage or
there are no activities yet

Note: No framework for
assessing the effectiveness of
enforcement

Finanssivalvonta | Finansinspektionen | Financial Supervisory Authority 5.5.2010 Tomi Seppélé 7



European Enforcers Coordination Sessions (EECS)

Meet 7-9 times a year for two day sessions at a time
Discusses emerging issues
Analyses decisions from national enforcement activities

Liaison with IFRIC by forwarding and identifying unclear
application of IFRSs

Global cooperation
m Publishes thru its database case summaries

Finanssivalvonta | Finansinspektionen | Financial Supervisory Authority 5.5.2010 Tomi Seppéala 8



EU enforcement during its first five years

m 88 decisions have been published in 7 extracts from database

m 333 IFRS-enforcement decisions in database
— 120 started as emerging issues

60

50

40

30

20

10

Q O & O Q
¢ N\ N) . &’b ebe
%0 6?/ N < "J$

B Number of EECS cases

Finanssivalvonta | Finansinspektionen | Financial Supervisory Authority 5.5.2010 Tomi Seppélé 9



Process of IFRS enforcement in Finland

Enforcer’s decision

No action Prospective Retrospective
correction correction (lAS 8)
[ e J W
( FIN-FSAand )
Discussions and companies:
quality control = e
4 ™\ \ communication y
FIN-FSA: /i}}«
Enforcement of ;! | :
IFRSs . =
\_ J 7
$ IFRS financial
Accounting statements
Board: IFRS-
section

Finanssivalvonta | Finansinspektionen | Financial Supervisory Authority 5.5.2010 Tomi Seppélé 10



Company selection in 2010

Probability of
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Company selection in 2009

Probability of
misstatement
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Scope of enforcement over the years

« Enforcement |

2010
2009
2008
2007
2006
2005

36 (target) 3 (so far)
15 17
23 23
20 29
2 + all quick scanned 15
all (transition reports) 14

m Standard-specific surveys

X X X X ?

2010 X

2009 X X X
2008 X X X
2007 X X

2006 X X

X X X X
X X
X X
X X X X
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Enforcement actions over the years

m Reports on IFRS enforcement for financial years of 2005—-2008
m Articles in FIN-FSA’'s "Markkinat” publication
m 2 public enforcement cases

m Enforcement letters sent:;

Number of letters

2010 23 (so far)
2009 46

2008 56

2007 65

2006 66

2005 127 (IFRS transition)
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Enforcement in 2010 (1/2)

m Distribution of full review companies by their auditors

8 % 6 %
25 % \ 36 9% M Deloitte
EY
KPMG
m PwC
others

25 %
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Enforcement in 2010 (2/2)

m Enforcement in the beginning of 2010

— companies enforced: 14
— observations: 380
— distribution of observations on IFRSSs:

30%
20%
10 %
0% - . . . . . . . . . . . .
IAS1 IFRS 7 IAS 12 IAS 36 IAS 37 1AS 38 IAS 33 IAS 19 IFRS 3 IAS 16 IAS 39 IFRS 8

— enforcement actions:
6%

'. 32% M no action

prospective correction

62 % -
v still in process
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Challenges with IFRS 8 Operating Segments

m We have observed companies where:

— Only one segment is reported, but the group appears to be diverse with
different businesses or significant operations in different countries;

— The operating analysis in the narrative report differs from the operating
segments in the financial statement.

m The issuers have been/will be asked to consider the following
guestions:

What are the key operating decisions made in running the business?

Who makes the key operating decisions?

Who are the segment managers and who do they report to?

How are the group’s activities reported in the information used by

management to review performance and make resource allocation

decisions between segments?

5. Is any proposed aggregation of segments into one reportable segment
supported by the aggregation criteria in the standard?

6. Are the reported segments consistent with the internal reporting? If not,

why not?

N

Finanssivalvonta | Finansinspektionen | Financial Supervisory Authority 5.5.2010 Tomi Seppéala 17



Challenges with IAS 36 Impairment of Assets

Challenges with goodwill impairment testing

Level of testing

Cash flows to be included in VIU

Significant portion of terminal value in VIU
Determination of discount rate — different approaches

Need to present sensitivity analysis
Use of FVLCTS
Change in assumptions — disclosures

m Indications about impairment
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Few words about materiality

m Examples of items or matters to be considered:

related party transactions

a transaction or adjustment that changes a profit to a loss, and vice versa
a transaction or adjustment that affects an entity's ability to meet analysts'
consensus expectations

a transaction or adjustment that masks a change in earnings or other
trends

a transaction or adjustment that affects an entity's compliance with loan
covenants or other contractual requirements

a transaction or adjustment that has the effect of increasing
management's compensation, for example by satisfying requirements for
the award of bonuses

changes in laws and regulations

non-compliance with laws and regulations

fines against the entity

legal cases

deterioration in relationships with individual or groups of key suppliers,
customers or employees

dependency on a particular supplier, customer or employee
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Who we are - IFRS enforcement team

Tomi Virpi Riikka
Seppala Haaramo Kantola
Nina Pekka Elina Peill
Lindeman Nurmo

Riitta Milla Tiina
Pelkonen Ruustamo Visakorpi
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A day as an enforcer

Tuesday - May 4, 2010

800

900

1 000

Planning, communication, administrative duties, etc.

Enhancement of IFRS knowledge and enforcement

1100

Involvement in regulatory activities

Lunch

Enforcement of IFRS financial statements

Remember coffee

hreak!

L

N
r

International co-operation

L

A,
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