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1.1.US GAAP

SIGNIFICANT ISSUES ACCORDING TO CESR ADVICE

ANNNEX 1

certain acquired non-financial assets, with any excess recognized as an extraordinary gain.

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

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

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

2007.

FASB IASB
Theme Issues according to CESR advice (June 2005) Current status as of 12/06 on Current status as of Prospects
Prospects 2007/2008
FASB agenda 12/06 on IASB agenda 2007/2008

Share-based
payments  |N/A anymore with the application of FAS 123R
(IFRS 2)

Acquisition date - Under US GAAP, the acquisition date is ordinarily the date on which

consideration passes and the acquired (net) assets are received. That is, the date on which the

transaction closes. However, if the parties agree in writing that effective control passes to the

acquirer at an earlier date then that earlier date is the acquisition date. Under IFRS3 the

acquisition date is the date on which the acquirer effectively obtains control of the acquiree.

Under US GAAP shares issued as consideration are measured at their market price over a

reasonable period of time (a few days) before and after the parties reach an agreement on the

purchase price and the transaction is announced. Under IFRS 3 shares issued as consideration

are measured at their fair value on the date of the exchange transaction.

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

GAAP )
Business . S A final doc.ument. An IFRS should be
Combination|Negative Goodwill - Under IFRS 3 negative goodwill is recognized immediately as a gain. On agenda — deliberations in should be issued in the On.agenc_ia o issued in the third
(IFRS 3) Under US GAAP it is initially allocated on a pro rata basis against the carrying amounts of process second quarter of deliberations in process quarter of 2007.
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Property,

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

SIZT rg‘:len t major maintenance activities may be capitalized or expensed. The deferral method which is specified [Nothing specific
quip under IFRS is one of four possible methods under US GAAP.
(IAS 16)
US GAAP and IAS 19 have the same objectives and follow the same principles. While there are A Discussion

Employee  [differences, the fact that there are four broad options for defined benefit schemes available under IAS |On agenda — deliberations A final document

- S e . . . . - . ) ] . On agenda —no Paper should be
benefits (IAS |make it difficult to determine which version would be used as the basis for reconciliation, and against{underway on the first phase of [should be issued in the ublication vet issued in the third
19) that background a reconciliation would not help investors' decisions. The key point is to have multi-phase project first quarter of 2007. p ¥ ql;a cter of 2007

adequate disclosures to enable investors to make decisions

Consolidated
& separate
financial

Scope of Consolidation. Under IAS 27 and SIC 12, the scope of consolidation is determined by
reference to the principle of control defined in general terms as the power to govern the financial
and operating policies of an entity so as to obtain benefits from its activities (IAS 27.4). The issue of
consolidation of Special Purpose Entities (SPE) in the US is very complex, being based on principles

A Discussion
Paper should be
issued in the
second quarter of

On agenda — no 2007. An

On agenda — currently inactive |None

statements  [combined with additional guidance that altogether make the third country framework close to IFRS publication yet Exposure draft
(IAS 27) in most cases. The status of Qualifying SPEs (QSPEs) is slightly different as being essentially addressed should be issued
in connection with provisions on derecognition of assets. in the second
semester of 2008.
Investments
in associates |No requirement to conform accounting policies where associate's policies are different Nothing specific
(IAS 28)
Impairment test ~ Impairments under US GAAP are based firstly on a comparison of carrying amount
to the expected future cash flows to be derived from an asset (or asset group) on an undiscounted
Impairments |basis. If the carrying amount is lower the asset (or asset group) is not impaired, if higher then

of assets (IAS
36)

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

Subsequent reversal of an impairment loss is prohibited under US GAAP

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

Provisions
(IAS 37)

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

Qn thevAgenda' (ED was An IFRS should be
. . issued in June 2005) but |. . .
Nothing specific the project is f1of part of issued in the first
proy p semester of 2008.

the MoU.
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Intangibles
Assets (IAS
38)

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

An Agenda
Decisions should
be made in the
fourth quarter of
2007.

This potential short-term
convergence project is
currently in the staff research
phase.

On research agenda (led
by a national standard-
setter)

N/C

Financial
instruments
(IAS 39)

Key differences that could affect investors decisions are:
+ Derecognition of securitizations

« Split accounting on convertible bonds

* Reversal of impairments on debt securities

At joint meetings held in April 2005 and October 2005, the FASB and the IASB agreed to long-term
objectives to improve, simplify, and converge financial reporting requirements for financial
instruments. The Boards are addressing some of those impediments in various active projects: Fair
Value Measurement, Fair Value Option and Financial Instruments: Liabilities and Equity. These
projects are described in the next table.

Investment US GAAP does not permit property to be measured at fair value. A cost based method of accounting is|To be considered by the FASB as part of the fair value . . .
Property (IAS . . . See Fair value option project
10) generally required option project

:\I%\rslcrll;ure Differences in fair value of specific agriculture items Nothing specific
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OTHER ISSUES WHICH WERE NOT SIGNIFICANT OR NOT IDENTIFIED IN CESR ADVICE BUT ON WHICH THERE IS A CONVERGENCE PROJECT

FASB IASB
Theme Issues according to CESR advice (June 2005) Current status as of 12/06 on Current status as of
FASB agenda Prospects 2007/2008 12/06 on 1ASB agenda Prospects 2007/2008
Subsequent The Board expects to begin
events (IAS  |Not in the advice To be examined deliberation of issues in this project |Nothing specific
10) in late 2006 or early 2007.
An ED should be issued in

Income tax (IA

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

On the agenda - no publication
yet

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

To be examined (jointly
with the FSAB)

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

Segment
reporting (IAS
14)

Not significant

Nothing specific yet

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

N/A

Leases (IAS 17

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

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

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

On the agenda since July
2006 -~ no publication yet

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

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

The Board's goal is to issue a

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

grants (IAS
20)

Not significant

Nothing specific yet

On agenda — no
publication yet

pending work on other
projects




Borrowing
costs (IAS 23)

Not significant

Nothing specific yet

On agenda — an ED was
issued in May 2006.

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

Earnings per
share (IAS 23)

No significant differences

On agenda — The Board commenced
redeliberations and noted that it and the
IASB reached different conclusions on the
earnings per share treatment of options,
warrants, and their equivalents classified as
equity, mandatorily convertible instruments,
and convertible debt. The Board directed the
staff to further analyze those differences for
discussion at a future meeting.

An Exposure Draft should be issued in the
second quarter of 2007.

On agenda — no
publication yet

An Exposure Draft should be
issued in the first quarter of
2007. An IFRS should be
issued by the end of 2007.

Joint-ventures

No significant differences

Nothing specific yet

On the agenda - no
publication yet

An Exposure Draft should be
issued in the second quarter
of 2007. An IFRS should be
issued in the first half of
2008.

Fair Value
measurement
Quidance

Fair Value

Refer to IAS 39 in the previous table

Statement 157 was issued in Sept 06

N/A

On agenda — Discussion
Paper was issued in Nov
2006

A roundtable is going to take
place in the second quarter
of 2007. An ED should be
issued in the second semester
of 2008.

On agenda — On January 25, 2006, the
Board issued an FASB Exposure Draft, The

The Board will continue its discussions on
disclosure requirements at a Board meeting
in January 2007. A Statement for Phase 1
will be issued in the first quarter of 2007.

On the agenda - no

Preliminary Views or a Discussion Paper)
that is expected to be published in the third
quarter of 2007.

Option }"f'mf Vglue Optlon for Financial Assets and The Board's activity on Phase 2 will begin publication yet
Financial Liabilities, for Phase 1. . :
after a final Statement has been issued for
Phase 1.
Financial K .
Instruments: - The Preliminary Views are expected tobe  [On agenda — A lecgmon Paper should be
S On the agenda - no publication yet : . . L issued in the second quarter
Liabilities and issued in the second quarter of 2007. deliberations in process of 2007
Equitv .
The FASB decided that it would not publish On the first phase, an I[FRS
a separate Exposure Draft on Phase A of the should be issued in the
project. Rather, it will expose its Phase A second quarter of 2007. On
Financial decisions along with its Phase B decisions. Exposure draft on phase the second phase, a
Statements  |Nothing specific On agenda — no publication yet The initial output for Phase B is an initial A P P Discussion Paper should be
Presentation discussion document (similar to a issued in the second quarter

of 2007 and an Exposure
Draft should be issued in the
second semester of 2008.
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ANNEX 2

Issues advized by CESE. concernmg the equivalence assessment on Japanese Accomntimg Standards and

the ASBI's approach to those 1s5ues

Remedies | Mo, | Issnes Current stams and policy zil:':.fg;;“ R
Supple- 1 Business The ASBT will ascertzin the feedback | Deliberatons will be
mentary combinations from markets on the accounting mads considering tha
statemient (pooling-of- standards put into effect from 20048 results of market research,
mwterast method) | To this end a project team will be feedback from markets
established by the end of 2008 in after the implementarion
order to conduct market research in of IFR.S, and the progress
2007, in discussions bemween the
The application of the IASE and the FASE. A
pooling-pi-interest method is very discussion paper will ba
limuitad ouly to busmess released as necessary.
combinatons where it is impossible
to identify an acquiring parcy.
1 | Scope of A technical committee was As for deliberations of the
consolidation establizhed for this issna. The disclosure, its guidance

{qualified spectal

purpose enties)

cornmittes bas pickad up the issue of
the disclosure of SPE as the first
agenda to be discussed and
deliberatons thereon have been
inifated. Further study will be dons
considering the progress in
discussions betwesn the IASE and
the FASE in 2007

will be released by March
2007. As for deliberations
of the scope of
consolidation, a disonssion
paper will be released
taking o constderation
the progress n discussions
between the IASE and the

FASE by the end of 2007.
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No. | Tssues Curvent statas and policy T

3 | Vaiformiry of With the release of Practical Issues E}' will be applied from
accounting Task Force (PITF) (May 2006), Apnl 2008 (earlier
policies accounting policies applicable to application enconraged).
conceming foreign subsidiaries will be unified
OveIseds subazaztially with those applicable o
subsidiaries parent companies. (Furthermors,

consolidation of financial staements
using IFRS or U.5. GAAP is pow
permitted bere subject 1o cemain
adjustments.)

4 | Share-based Accountng standards and guidance Accounting standsards and
paymenrs were released (December 2005). puidance have been
(expezie Paquisine disclovare is also defined implercented since.
recogmiton) therein. (See Mo 13, “Share-based

pavments - explanatory notes”)

5 | Busimess Daliberasions will be condncted (Se¢ No. 1, “Business
combinatons considering the progress in combinatons,

(date of discussions between the IASE and pooling-of-interest
exchange) the FASE also in conjuncrion with method™)

the deliberatons of Ne. 1, “Business

combizations (pooling-cf-interest

§ | Busimess Deliberanons will be conducred by (See No. 11,
combinanons the [eaangible Assets Workimg Group. | “Capinalizadon of
(capimalization of | (See Mo. 11, “Capitalizacion of development cown™)
acquired R&D m | development costs™)

PrOCEss)

7 | Busimess Ipformarion required to be disclosed | Accounting srandards and
combinatons a5 Disclosure B (amounts, cases of | paddance are currently
(negative occurrence, methods of amomization | effecove
goodwill) and amorizaton periods) are already

required under the new accoumsing
standards pat o effect from 2006,

EN
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Prospects ar the begimning

Femedies | Mo, | Issues Current stams and policy of 2008
£ | Inventories A project team is to be established in | A decision will be made
(LIFO) 2007 o injrate deliberations. on the course of action.
Culy 2 few companies have adopted
the LIFQ method. Alse, this is an
issme for which the application of
remediss can be avolded by the
choice of accommmmng policies arezach
entty level.
Inventories Accovnring standards were released Accounting standards will
Jower of cost or | (Tuly 2004) stipulating book value be applied from April
market method) | should be adjusted dowmward where | 2003 (earlier applicanon
any deteriorztion of earning power encouraged)
thereof exists.
& | Unifornmuity of Aproject team will be established m | Based on the deliberadons

accounting
policies of

azz0Ciares

2007 to initiate daltberanons.

Also to include such issues that may
arise from the inroeduction of IFRLS
in fiscal 2005 in the project team
daliberations, it 1s considered that
this issme may be brought up for
redeliberation in the course of
discussions with the IASE and/'or
with the FASE.

(Under current Japanese accounting
standards, wmiformity of accountng
policies applied to investing
comnpanies and their affiliztes are
considered to be destrable as a
zeneral mle, but such nnifomury is
not forced from pracrical

considerations.)

brv the project team. zn
exposure draft will be

released as mecesEary.

EN



Femedies | Mo. | Issnes Current stams and policy :;%?;;E at the hegiuming

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

markets on the impamment standards | regardmg the course of

effective from 2003, To this end, a acrion 10 be taken, based
project tearn will be established in on the results of market

2007 o conduct market research. rasearch and considering

Deliberations will be made reflecting | the progress m discussions

the progress in discussions betwesn berween the [ASE and the
the IASE and the FASE (shom-termm FASB.

COLVETEENCE Project). If IFR.S are converged to
U5 GAAPR differsnces
berween Japanase
accoumting standards and
IFES will then be
eliminated.

11 | Capiralizaiion of | A working group was established to Discussion papers will be
development iniriate deliberations. released by the end of
CoETs Daliberanions will be made taking 2007 based o the results

inmo consideration the progress m of market research and

discussions with the IASE and the taking mio consideration

FASE (short-tenm convergence the progress o discussions

project). berween the [ASE and the
FASB.
If IFF.S are converged to
U5 GAAPR differsnces
berween Japanase
standards and IFR.S will
then be eliminatad.

12 | Agriculnars Very few munbers of publicly listed -

commpanies are engaged in

agriculmiral businesses.

Dizclosure | 13 | Share-based (See Mo 4, “Share-based pavinents - | (3ee No. 4, “Share-based
A paylents EXpenS ecogmiton’™) paylants, expense
(explanatory racognition’™)
notes)

EN
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Prospects ar the begimning

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

14 | Business Daliberanions will be made taking (Zee No. 1, “Business
combination inmo consideration the progress m combinations,
(munornty discussions berwesn the [ASE and pooling-of-interest
Iferasts &t the FASE in conjuncrion with No. 1, | method™)
historical cost) “Business combinations

(pooling-of-mrerest method).”

15 | Business Daliberations will be mads (Zee No. 1, “Business

combinations considering the progress in combinations,
(step discussions betwesn the JASH and pooling-of-interest
acquisitions) the FASE in conjunction with Me. 1, | method™)
“Business combinations
(poolin g-of-wrerest method).”

16 | Insurance The industry targetad for spplication | —
confracts is linured o the insurance mdusoy
(carastroplic and in the IASE cwrently the phasa
provisions) IT dizcussion bas been conductad.

17 | Consmucton This tssue was chosen as the agenda | Accounting Standards and
confracts for a short-tenm joint praject with the | guidance will be released
(percentage-ni- IASE, and a working group was by the end of the vear
completion established to ininate daliberatons. 2007.
method)

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

considered to be nacessary bacamse
the group of financial instmrions
already bave certain established
disclosure rules.
18 | Scrapping costs (Deliberations will be condacted in (See No. 24, “Asset

conjunction with Mo, 24, “Asset

renrement obligations™)

retirement oblizations™)

11
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Prospects ar the begimning

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

20 | Pensions, Post This 1s5ue was chosen as the agenda A dacizsion will be made
Fetrement for the longer-tarm joint project with | on the course of action
Benefits the IASE, and a working zroup will be mken, based on
(including the e established in 2007 to mitiste considaring the progress
dizcount rate to deliberarions and to convey opintons | m discussions bemwesn the
be used for and conunents to the IASE and the IASE and the FASE.
calonlating FASE.
retirement
benefits
obligations)

21 | Business Daliberations are to be conducted in (Zee No. 1, “Business
combinations conjunction with Mo, 1, “Business combinations,
(iranslation of commbinations (pooling-of-interest pooling-of-interest
goodwilly method)”. method™)

12 | Disclosure of This 1s5ue was chosen as the agenda Accounting standards and
finamcial for a shori-tenn joint project with the | gnidance will be issuad by
Isfnuments at IASE, and a working group was the end of the year 2007,
fair value established to ininate deliberations.

13 | Reverszl of Daliberanons will be conducred in (%ea No. 10, “Impairment
mopairment loss | conjunction with Mo, 10, tests’)

“Impairment tests .
24 | Assetrerement | Working Group was established on Accounting standards and

oblizations

this issme which was added o topics
for the convergence project with the

IASB.

suidance will be issued by
the end of 2007,

12
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Prospects at the beginning

posinon of the CESE is to contmue
reviewing its technical assessmens,
Therafore no particular actions are
scheduled ar this stage.
Daliberanions will be made taking
inmo consideration the progress m
discussions betwesn the IASE and
the FASE.

Femedies | No. | Issuas Current status and policy of 2008
1% | Invesonen: This 15 the agenda for the short-term | A decision will be reached
Property Joint project with the [ASE. The on the course of action
ASBT will continne to provida i taking o consideration
own comrments to the TASE the progress o discussions
Deliberations will be made taking berween the LASE and the
inmo consideration the progress m FASB.
discussions betwesn the JASH and If IFF.S are converged to
the FASE (shor-term convergencs U5 GAAPR differsnces
project). berween Japanase
standards and IFR.S will
then be eliminatad.
Fuhue 26 | Financial Because of the complexify of -
agenda Imstrments perinent Japaness standards, the

(Mote 1) The ASBT puts the above “MNo.” for convenience.

(Mote 2) Headings in the column “Femedies” means as follows.

Supplementary statement - Pro-fomma starements including a limited restarement for taking account of

Dizclosure B

Dizclosure A @ Additonal narradve and'or guanstanve disclosures angmentng the disclosures already

one identfied aspects of [FE.S requiremnent that is not present of not fully applied

under Tapanese GAAP

 Cmantitative indication of the mwpact of an event or wansaction under [TASTFRES

provisions (The zross and net of tax effect of the difference on the profit and loss or

on the shareholders” equity)

provided pursuan: to Japanese GAAR

Fumre Agendz - To be reconsidered latar

13
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ANNEX 3:
Implementation Plan for Incorporating IFRSs into Canadian GAAP
Calendar of Implementation Goals (As of June 30, 2006)

2006 -« Expose definition of publicly accountable enterprises

* Initial meetings with Canadian Securities Administrators to initiate dialogue about
disclosure requirements for transition to [FRSs

* Initial discussions with the SEC to determine if it will consider an exemption for
comparative year financial information, similar to that provided for countries adopting
IFRSs in 2005

* Determine policy for what, if any, modifications can be made to an IFRS on adoption
into Canadian GAAP

* Consider treatment of Canadian standards that will have no IFRS equivalent at the
changeover

Standards anticipated to be adopted

Accounting Changes* (effective January 1, 2007)

Earnings per Share* (effective 2007)

Financial Instruments — Disclosures* (effective October 1, 2007)

* Standards anticipated to be adopted in substantially the same wording as IFRS counterpart

2007 - Define criteria for assessment during Progress Review
* Expose disclosures required prior to adoption
* Determine basis for exposing existing IFRS for adoption into Canadian GAAP

Standards anticipated to be adopted

Business Combinations* (effective January 1, 2009)
Going Concern*

Income Taxes™* (effective 2008)

Inventories* (effective July 1, 2007)

Joint Ventures*

Liabilities and Equity*

* Standards anticipated to be adopted in substantially the same wording as IFRS counterpart

14
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2008

» Complete progress review

* Announce changeover timing

* Finalize disclosures required prior to adoption
* Issue omnibus exposure draft of existing IFRSs

15
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Standards anticipated to be adopted

Consolidations*

Government Grants*

Internally Developed Intangible Assets*
Fair Value Measurement*

* Standards anticipated to be adopted in substantially the same wording as IFRS counterpart

2009 -+ Determine rules of procedure for the exposure of IFRS after changeover
* Finalize process for translation to both official languages

Standards anticipated to be adopted beyond 2008
Financial Statement Presentation™®

Impairment*

Insurance Contracts*

Research and Development Costs*

Revenue Recognition*

* Standards anticipated to be adopted in substantially the same wording as IFRS counterpart

Source: Accounting Standard Board of Canada
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