E,

Liberté » Egalité » Fraternité

REPUBLIQUE FRANCAISE
"‘ -
el

NC |
AUTORITE DES NORMES COMPTABLES
3, Boulevard Diderot Paris, the 8 December 2011
75572 PARIS CEDEX 12
Phone 33153445201
Fax 33153445233
Internet http://www.anc.gouv.fr/
Mel jerome.haas@anc.gouv.fr
Chairman
JH Hans HOOGERVORST
n°188 Chairman

IASB

30 Cannon Street
LONDON EC4M 6XH
UNITED KINGDOM

Dear Mr Hoogervorst,

The ANC is pleased to respond to this crucial cttagan on the IASB’s future agenda.

The ANC participated at an early stage to the EFRA&®er - however, it has based the position
expressed herewith on ongoing consultations ostrategic issues about accounting standards with al
major French stakeholders, starting with memberthefANC and participants in a larger meeting
held in Paris on 22 November 2011.

More specifically, you will recall having particifeal on 13 October 2011 to a meetihip Paris with

the Trustees of the IASB and French constituertigreva very clear message was delivered to you in
a very cohesive manner. The message focused smmiify on the fact that all users of accounts -
companies, small and large, financial analystsestwrs, regulators - manage less and less to
understand the businesses through the accounts dimim accordance with IFRS.

Your answer that French actors were by far noaisdl in that critique raised substantial expeatatio
in France.

Let me be more specific.

The ANC has recently developed two key messages :

1. The need to invent procesdetter adapted to the present situation as regaatsunting standard
setting on a worldwide basis. Such processes shmulthsed on :

- the evidence of needs for standards ;
- the testing of the standards according to sourttiodelogie before publication and after ;

- close partnership with national standard settegst placed to assess the needs for standards
and ensure the best ways to implement the staridartheir respective business environment.

! The ANC is finalising the proceedings of the megtivhich we will address to the IASB upon publioati

2 See ANC's proposals related to the assessment of atiogurstandards and to the need of an ambitious epgh at
http://www.anc.gouv.fr/sections/textes_et_repongksponses_aux_guestio/efrag/documents _2011/2011010ersion_a/downloadFile/fi
l1e/2011 10 10 Version_Anglaise_ ANC_s_proposalstaeldo_the assessment_of accounting_standardsoatite tneed_of an_ambiti
ous_approach.pdf?nocache=1318243663.7

3 See IFRS Foundation Strategy Review consultatimuchent, April 2011
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2. The need to base standards upon commonsemgioaleological conceptshich would be :

more balanced, ie not exclusively based on a "loalaheet approach” but also and foremost
on the representation of performance accordinpeéadefinition of the objectives of financial
reporting, which means that accounting standards must teaeflect the business model of a
company without undue distortidn

freed from inconsistencies, which tend to be maekraore frequently criticised ;

simple in form and principles-based.

Such strategy is needed because the world has chadgsince the IFRS were first adopted by the
EU, and a new course is called fogiven :

the necessity to draw the lessons from the cumest severe crisis ;

IFRSs’ undeniable success, although in a form edigidifferent from that expected, with
many major countries outside Europe not adoptiegnthithus calling for consequences to be
drawn ;

the need to invent a proper governance of the myateordingly.

Pragmatic consequences must follow in the short tar as regards current projects :

In general, convergence is a crucial goal, to heexed at different paces on a case by case
basis, and not at the expense of quality - meahiagequirements explicited above ;

Financial instruments accounting must be improvgdifcantly, recognising all areas where
market value is irrelevant for objective reasons ;

Insurance accounting together with IFRS 9 can dmdyacceptable if they do not create
additional volatility;

Changes to leasing and revenue accounting do spomel to needs and are projects which
should not be continued ; no major concerns arstakte neither from the perspective of
financial stability, major risks nor in terms oltrsparency.

As you very well know, IFRS are at a crossroad.lém@ntation of such proposals can overcome the
hurdle on the path to truly global accounting stadd.

As already expressed within the group of natiortahdard setters, and very much in a spirit of
partnership with the IASB, the ANC stands readpaaticipate in the most efficient manner possible
to reach these objectives.

More detailed comments are provided in the Appetalihis letter.

Yours sincerely,

ol

Jérdme Haas

4 See document presented by Jérdme Haas to the AERiISory Council in October 2011 (Agenda Paper How to deal with the
conceptual issues at stake at the present juncture



Appendix

The IASB’s consultation on its future agenda hasnbeng awaited by constituents who have been
extremely solicited on projects without having besie to express their views on whether such
projects were indeed needed. In this regard this peocess, which was agreed to in the last
Constitution review, is welcome.

This consultation is crucial in a number of respeéirst, the IFRS Foundation and the Monitoring
Board have both been reflecting this year on theegwnce of the organisation. Second, the situation
on a global level in terms of adoption of IFRS lshanged over the last years, in addition to a shift
requested by the Trustees from convergence to iadogthirdly, the IASB has experienced what an
intensive convergence process entails in termstf process and output. IFRSs have also gone and
are going through a period of major crises. Anagdhl®wve been some changes in the management of
the IASB.

All these factors warrant a careful stock-takingh# situation to enable the IASB to carefully sket
out its strategy for the future in terms of its Ww@rogramme. Such is the approach taken by the ANC
in formulating the views it expresses hereafterer€by, the ANC is not going to provide the IASB
with a wish list nor rank the projects set forthhe IASB’s agenda consultation.

The objective of a global set of standards

The ANC supports the move toward the overarchingl gb a global set of standards. However, the
last ten years have mainly consisted in trying ttcaet newcomers. Such newcomers have, in their
own and sovereign way, opted for very divergindhpaif taking IFRS on board or are about to do so.
From the ANC's perspective and following the stadetmmade by the Trustees in their latest
consultation in this respect, it is time for theSB\ to consider that the standards that have been
implemented in a mandatory way in various jurisdit$ in the world but most prominently in Europe
are the standards that everybody should be loakpnimp.

In our view this has the following strategic imgliions :

- The IASB should now cease to look for better answeith privileged non-IFRS applicant
jurisdictions ;

- The IASB should, for its agenda, only consider éssthat respond to a need that is clearly
evidenced and articulated in terms of the objestieebe reached. If such a need facilitates non-
IFRS applicant jurisdictions in their path to adoptof IFRS, this is an added plus but not an aim
in itself. At any rate, an item should not be ptham the agenda if it does not respond to an
evidenced-need with the IFRS framework. Standattthgefor the sake of standard-setting is not
acceptable, especially when it entails significasts for little benefit.



Concepts

Deriving from the above, and looking at IFRSs frdre angle of what they aim to accomplish, the
ANC is of the view that IFRSs should provide a camnfanguage based on a set of high quality
standards that delivers understandable, creditdaéial information in the financial statementshivit
the dialogue between a company and the investomzonty on the basis of the stewardship of that
company’s management of the resources entrustieédTiiois, we trust, is how IFRSs should be placed
in the context of the global common good.

In our view, the set of standards that were impleiee: in Europe in 2005 had a positive effect irt tha
sense. We have time and again expressed our csenoeen the last years that this is no longer the
case in a very large number of the projects cawigdy the IASB since then.

The IASB has also started to venture and devoteqgfats limited resources to areas other than the
financial statements, so-called ‘financial repagtilNot only has the IASB not considered usefulitor

to define what financial reporting is and what itans in terms of the financial statements, but the
mandate it has on behalf of Europe is clearly Wisich regards the financial statements. Obviously,
no organisation should be ignorant of the widerlavar operates in. The ANC however draws the

following conclusions from this :

- The IASB needs to address whether the concept® toohsidered for financial statements are
necessarily the same in all respects for conceptsetconsidered for the wider perspective of
financial reporting. The ANC is of the view thatckuis not the case and that the IASB should
focus on addressing the concepts that should uedievncial statements.

- As regards the concepts that should underlie filahstatements, the ANC is of the view that the
IASB would not be starting from a blank sheet opgra An assessment of what needs to be
changed as per the existing and/or inexistent quacand focusing on those issues could help
speed up a process that has been too long angrstitises to be, were it to be carried out in the
same fashion as before. There is an urgent neddladting, at a conceptual level, issues that the
IASB has either been putting forward without suebate in various standard-setting projects or
been avoiding. Amongst such issues are :

0 What is the performance that the financial stateémsimould portray ? What role should the
business model play in determining what performasde the respect of stewardship ?
Once this has been agreed upon, subjects such lasn@&surement, discounting, recognition
of uncertainties, the nature of the items to begacsed on the balance sheet and disclosures
should be more easily addressed.
In fact, as often stated by the ANC, representatiba company's performance will not be
achieved essentially by snapshots of the finampaaition through conceptual definitions of its
assets and liabilities, but by describing its ddi@nsactions through profits and loss realised.

o Other examples of issues that would be in neec taddressed to resolve inconsistencies that
have arisen or are arising in current developmardgshe notion of control as opposed to the
existing ‘control’ + ‘risks and rewards’ equatioarfconsolidation or asset recognition, the
definition of assets and liabilities, ...

The ANC and its constituents have persistentlyedalor these debates. The time has now come
to have them. An added benefit to agreeing on tlaspects is in the area of enhancing the
consistency of application, which is an area th8BAconsiders in its consultation.

- IFRSs should remain principles-based. Therefordividual standards cannot aim to deal with
every situation. This reinforces the fact that to&cepts need to be sufficiently clear for all, in
their own capacity, to reflect them in the accaugtireatment of non-specifically addressed
situations : for preparers to account for them,doditors and enforcers to assess the accounting.
In such a context, the ANC considers that the IERS&iould not have to be more solicited than it
has in the past, nor should it be delivering maorterpretations than in the past. Moreovbg
ANC is not favourable to the integration of XBRLtlme standard setting process as the definition
of taxonomies is, in our view, contradictory tonmiples-based standard setting.

This seems to us to be a more relevant proposaltthplead directly for a “period of calm” which we
all know does not mean that nothing should be dtming this period.



Processes

Although this consultation does not have for priynabjective to discuss about process, the ANC
considers that in order to deliver what is expectietthe IASB (high quality principles-based startsar
grounded on sound, clear and understandable ca)cefficient processes should be put in place.

This implies :

- Clear understanding of resource allocation, redsersmount of subjects taken on the agenda to
avoid continuous slippage and enable constituentegpond in the most efficient manner, clear
project planning and processes ;

- The reliance on the network of national standartesse in their unique role of providing a
synthetic focused view from their jurisdiction’srppective in all aspects and steps of the standard
setting process, in a relationship of partnerstith the IASB ;

- The reliance on the existing research capacitiesldged by academics whether in conjunction or
not with national standard setters. There is na ieethe IASB to devote significant resources in
developing its own research capacity.

The IASB consultation on its work programme hasediconstituents’ expectations. The IASB needs
to live up to those expectations and provide itgstituents with a clear direction of what it is ttha
financial statements prepared in accordance wiRSIfare supposed to deliver. The IASB can no
longer shy away from the debate on the conceptautiderlie IFRS financial statements. This debate
should not drag on indefinitely either and shotlileréfore be addressed in different ways than before
The goal targeted is to move back from too con@@n approach to standards aimed at telling how
the business operates.

In that and in a spirit of partnership with the B\She ANC stands ready to participate in the most
efficient manner possible to reach these objectives



