Follow-up to the European Parliament resolution on the draft Commission regulation of 2 June 2008 amending Commission Regulation (EC) No 809/2004 implementing Directive 2003/71/EC of the European Parliament and of the Council as regards elements related to prospectuses and advertisements and on the draft Commission decision of 2 June 2008 on the use by third-country issuers of securities of certain third-country national accounting standards and international financial reporting standards to prepare their consolidated financial statements, adopted by the Commission on 16 December 2008
1.
Resolution tabled pursuant to Rule 81 of the European Parliament's Rules of procedure by Pervenche BERÈS (PSE/FR) on behalf of the Economic and Monetary Committee (ECON)
2.
EP reference number: B6-0544/2008 / P6_TA-PROV(2008)0520

3.
Date of adoption of the resolution: 23 October 2008

4.
Subject: the equivalence of third country national accounting principles

5.
Brief analysis/assessment of the resolution and its requests:

The resolution points out the progress achieved by the Commission towards the elimination of reconciliation requirements for EU issuers in third countries and acknowledges steps done towards the recognition of US Generally Accepted Accounting Principles (GAAP) and International Financial Reporting Standards (IFRS) as adopted by the EU.

The resolution takes the view that equivalence of third country national GAAP shall be based on investors ability to make similar decisions irrespective of whether they are provided with financial statements in accordance with IFRS or third country national GAAP.

The resolution considers that regulators should maintain active dialogue with their international counterparts regarding the application and consistent enforcement of IFRS and notes furthermore that IFRS as issued by the International Accounting Standards Board (IASB) provide a solid basis for the worldwide application of international accounting standards which could improve transparency and comparability of financial statements; convergence of accounting standards is an important task while the ultimate goal is adoption of IFRS by each jurisdiction. The resolution therefore welcomes roadmaps of third countries concerning the switch to IFRS and calls on the Commission to monitor the progress made.

The resolution welcomes the Regulation (EC) No 1569/2007 which provides the definition of equivalence and establishes a mechanism for determining equivalence of third country GAAPs and underlines that this Regulation requires that the Commission decision permit Community issuers to use IFRS adopted by the EU in the third country concerned. The resolution notes that US recognises only financial statements prepared under IFRS as issued by the IASB, but acknowledges, however, that the US allows a short transition period during which IFRS as adopted by the EU is accepted.

The resolution notes that proposals have been made to develop governance by the IASB.

The resolution proposes modifications to the texts. A recital shall be added concerning reciprocity, whereas Community issuers shall be able to use IFRS as adopted by the EU in the third country concerned. It also proposes an Article stating that the Commission shall continue to monitor, with the technical assistance of CESR, the efforts made by third countries towards a changeover to IFRS and pursue an active dialogue with third country authorities during the convergence process. The Commission shall then submit a report on progress made in this regard to the EP and the European Securities Committee (ESC) during 2009. Furthermore, an Article shall state that the dates announced publicly by third countries in relation to changeover to IFRS shall serve as reference dates for the abolition of equivalence recognition of those third countries.

The resolution also proposes to add Indian GAAP to the GAAPs accepted within the EU during the transitional period ending no later that December 2011 (together with Canadian, Chinese and South Korean GAAPs).

6.
Reply to the requests and overview of the actions taken by the Commission or outlook of those actions which the Commission intends to take:
The draft Commission Regulation and the draft Commission decision were subject to a vote of the ESC on 14 November 2008.

The draft measures voted take account of all the modification requests of the European Parliament mentioned in the point (6) above, i.e.:

· In a recital of both draft legal measures a sentence about reciprocity following the equivalence mechanism regulation of December 2007 has been added;

· Indian GAAP has been added to the GAAPs accepted within the EU during the transitional period ending no later that December 2011 (together with Canadian, Chinese and South Korean GAAPs);

· An Article on monitoring of convergence/adoption of IFRS progress in the third countries conducted by the Commission was added. The Commission shall submit a report on progress made in this regard to the ESC and to the EP during 2009;

· An Article encouraging changeover to IFRS was added.

Furthermore, in the Article on monitoring on convergence/adoption of IFRS a sentence was added stating that the Commission shall also report expeditiously to Council and the European Parliament if situations arise where EU issuers in the future are required to reconcile their financial statements to the national GAAP of the foreign jurisdiction concerned.

Within the context of the new Article encouraging changeover to IFRS, an explanatory recital was added explaining that the EU may decide that the national standards which have been determined to be equivalent may no longer be accepted within the EU when those respective countries have adopted IFRS as their sole accounting standard.
The Commission shall now submit the draft legislative measures to the European Parliament and to the Council for their "droit de regard" before being in a position to adopt the implementing measures.

The forthcoming draft legislative measures will allow the acceptance of US, Japanese, Chinese, Canadian, South Korean and Indian GAAP within the EU as from January 2009, the latter four for a transitional period until the end of 2011 at the latest. Furthermore, the Commission will continue monitoring the convergence/adoption process in the third countries concerned and will report accordingly to the ESC and EP. The draft measures will also allow for work to be actively pursued with third country authorities towards the elimination of reconciliation requirements for EU issuers abroad.
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