European Parliament Resolution on the accounting standards used by third country issuers and their equivalence to IFRS as mentioned in the draft implementing measures of the Prospectus Directive and the Transparency Directive (draft Commission regulation amending Regulation (EC) No 809/2004 as regards the accounting standards in accordance with which historical information contained in prospectuses is drawn up, and draft Commission decision on the use by third country issuers of securities of information prepared under internationally accepted accounting standards)
1.
Political Groups which tabled the Resolution according to Rules 81 and 103(2) of Parliament’s Rules of Procedure: PPE-DE, PSE, ALDE, Verts/ALE, GUE/NGL and UEN

2.
EP reference number: B6-0530/2006 / P6-TA-PROV(2006)0436

3.
Date of adoption of the Resolution: 24 October 2006

4.
Subject: The Resolution concerns the equivalence of the accounting standards used by third country issuers in the EU and IFRS as mentioned in the draft implementing measures of the Prospectus Directive and the Transparency Directive.

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

The Resolution points out that the draft implementing measures constitute a workable solution for achieving the objectives of improved operating conditions for investment firms and other trading venues as well as of efficient, transparent and secure financial markets in the European Union.

The Resolution calls on the Commission to extend the mandate granted on 25 June 2004 to the Committee of European Securities Regulators (CESR) for technical advice on the assessment of equivalence of 3rd country national standards, other than US Generally Accepted Accounting Principles (GAAP), Canadian GAAP or Japanese GAAP, in so far as 3rd country issuers using such standards are granted the possibility to continue using financial statements prepared under their national GAAP, without restatement from 1 January 2007 to 1 January 2009.

The Resolution further calls on the Commission to make the best use of the two year transition period between 1 January 2007 and 1 January 2009 to progress or enter into negotiations for the purpose of furthering convergence between IFRS and 3rd country GAAPs. In this respect, the Resolution calls on the Commission to present a work programme and report to the European Securities Committee and to the European Parliament on its implementation.
The Resolution also calls on the Commission to establish a definition of equivalence and an equivalence mechanism under the comitology procedure.

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 amending Regulation (EC) n° 809/2004 and the draft Commission decision were subject to a vote of the European Securities Committee (ESC) on 25 October 2006.

The draft measures voted take "utmost account" of the Resolution of the European Parliament. Points 6, 7, 8, 9 and 10 of the Parliament's resolution [work programme] are addressed by a new article 1, which foresees that:

· by 1 April 2007, the Commission will present to the ESC and the European Parliament a programme for negotiations with the US, Canada and Japan on the convergence between IFRS and the GAAP of these countries. The Commission shall regularly inform on progress towards the elimination of any reconciliation requirements in those countries.

· the Commission will regularly inform the ESC and the European Parliament about the different processes of negotiations taking place and the amount of progress in the convergence between IFRS and the GAAP of other third countries

· before 1 January 2008, and after consulting the Committee of European Securities Regulators on the state of convergence between IFRS and relevant 3rd country GAAPs, the Commission shall establish a definition of equivalence under the comitology procedure. This definition of equivalence and a corresponding equivalence mechanism will be applied at least 6 months before the end of the transition period (i.e. before 1 January 2009) for the determination of the equivalence of 3rd country GAAP with IFRS.

In a letter of 20 November 2006 (n°316985), the President of the European Parliament, Mr Josep Borrell Fontelles, has informed the President of the Commission, José Manuel Barroso, that the Economic and Monetary Affairs Committee was pleased that most of its remarks had been taken on board by the Commission in subsequent revisions, that it had examined the draft measures without identifying any violation of the mandates given to the Commission in the Directive 2003/71/EC and in the Directive 2004/109/EC, i.e. that the Commission had not acted "ultra vires".

The Commission is therefore in a position to adopt the implementing measures. The decision taken by the Commission on the equivalence of third country GAAPs will 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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