
Stakeholderwillbeprovidedfornewap-

proachtocorporatefinancialreportingin

aDiscussionPaper,calledTowardsInte-

gratedReporting-CommunicatingValue

inthe21stCentury,publishedbytheInter-

nationalIntegratedReportingCommittee

(IIRC).

Integrated Reporting brings together

materialfinancialinformationandnon-

financialinformationbyKeyPerformance

Indicator(KPI)andKeyRiskIndicator

(KRI)aboutan organization・sstrategy,

governance,performanceandprospectsin

awaythatreflectsthecommercial,social

andenvironmentalcontextwithinwhich

itoperates.Thisstudyaimstoexaminea

wayofthinkingabout・integrated・under-

lyingintegratedfinancialreporting.

AnIntegratedReportingisbecomingan

integralpartofafinancialreporting.Itis

statedthattheclearandconciseinforma-

tionaboutwhatcompaniesdotoassess

andmanagekeybusinessriskofalltypes

will(1)helptoensuretheequaltreat-

mentofallinvestors,(2)improveaccount-

abilityforstewardship,(3)encouragebet-

terriskmanagement,(4)reducethecost

ofcapital,and(5)improvetheusefulness

offinancialreporting,andsoon..

Itisimportanttomentionthatsincean

IntegratedReportingconnectsfinancialin-

formation andnon-financialinformation

intheintegratedriskreportingprocess,

KPIandKRIareveryimportantalong

withtheregulatoryguidelinesforbetter

IntegratedReporting.
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Therecentdiscussionseekingtopro-

moteatransitionfrom traditionalfinan-

cialreporting to integrated reporting,

whichanticipatesthelimitsoffinancial

statements,isnotunrelatedtothegrow-

ingglobalrecognitionofnarrativeinforma-

tionasequalinimportancetofinancial

statementsinformation,whichisbasedon

thedecision-usefulnessapproachoffinan-

cialreportingregulation.Narrativeinfor-

mation,whichoriginallyplayedarolesub-

ordinateandsupplementarytofinancial

statements,isnow evolvingintoamore

and more complementary relationship

whichthelatter.

Nevertheless,thedebatesurroundingin-

tegratedreportingislikelytobeinflu-

encedbythefinancialreportingscopeand

reportingitemdisclosureregulationsofin-

dividualjurisdictions.Inotherwords,the

processofshapingintegratedreportsis

expectedtotakeplacegradually,rather

than asaradicaltransition toan ex-

tremelydifferentnext-generationreport-

ingmodel.Recentdevelopments,there-

fore,haveraisedadditionalissuesregard-

ingtheboundariesoffinancialreportsin-

cludingnarrativeinformation.

The integration offinancialreports,

withfinancialstatementsastheircore,

andnon-financialreports,suchasenviron-

mental reports, CSR reports, and

sustainabilityreports,dosenotmeanthat

financialstatementswillbeinasense

dissolvedandabsorbedintoanintegrated

report.Financialstatements and non-

financialreports,havinguniquerolesto

play, will maintain their separate

existences.Inshapingtheoverallcorpo-

ratereportingframework,itisconceivable

thatwewillseetheformationofanewin-

tegrated reporting superstructure in

which managementcommentary,corpo-

rategovernanceandremunerationreport-

ing,environmentaland CSR reporting,

andfinancialinformationreportingsilos

areintegratedtotheextentpossiblein

clearlyexplicatedrelationships.In that

connection,howtopositionfinancialstate-

mentsandthescopeofmanagementcom-

mentarywillbecriticalissuesforthede-

velopmentofintegrated reporting sys-

tems.
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Inrecentyears,usersincreasinglyde-

mandmoredisclosureincorporateannual

reports.InSeptember2011,International

IntegratedReportingCommitteeissueda

discussionpaper－TowardIntegratedRe-

porting-CommunicatingValueinthe21st

Century(IntegratedReporting)whichpro-

posedtodisclosemanagementcommen-

tary,governanceandremunerationinfor-

mation and sustainability information

(OtherInformation)togetherwithfinan-

cialstatements.IntegratedReportingmay

beoneofthepossiblesolutionstofullfil

suchdemand.Inthisarticle,thedeteriora-

tion ofassurancelevelofthefinancial

statementsaudit,theassuranceofOther

Information,theconsistencycheckingbe-

tween financialstatements information

andOtherInformationarediscussedby

proposingnew assurancemodelofInte-

gratedReporting.
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After2005inparticular,whenInterna-

tional Financial Reporting Standards

(IFRS)wasadoptedmandatorilyinthe

EuropeanUnion(EU),globalconvergence

offinancialreportinghasbecomeanessen-

tialcomponentofglobalization.Asare-

sultofthisglobaltrend,theoptionalappli-

cationofIFRScommencedinJapanfrom

theendofthefiscalyearinMarch2010

fortheconsolidatedfinancialstatements

oflistedcompanies.However,unlikeother

countriesthathaveadoptedIFRSunques-

tioningly,Japanhasadoptedthemorecau-

tiousconvergenceapproach.Infact,Japan

haspreparedacompletesetofaccounting

standards and conceptualframeworks,

whichcancompetewithIFRS.

Althoughanumberofpapershaveexam-

inedvariousissuesconcerningIFRSand

Japanese convergence approaches,they

havelargelyfailedtoclarifythereason

whyJapanhasadoptedthemorecautious

convergenceapproachinsteadofapplying

IFRSdirectly.Assuch,usingtheaccount-

ing ecology framework developed by

GernonandWallace(1995),thispaperpro-

videsaholisticanalysisoftheaccounting

ecologyinJapan.Inparticular,theobjec-

tiveofthispaper,usingJapanasacase

study,istoshowthattheaccountingsys-

tem anditssurroundinginfrastructures

areembeddedintheuniqueaccountingen-

vironmentofeachcountry.

Theresultsshowthatitwouldbefutile

toadoptIFRSwithoutreformingrelated

facilitiesandresourcesbecauseJapanhas

well-organized infrastructures such as

largecapitalmarkets,stablefinancialsys-

tems,modernizedgovernancestructures,

andrelatedlawsandordinances.Thispa-

peralsoshowsthatfunctionaldecomposi-

tionshavebeenacceleratedsothatJapa-

nesestandards-settingbodiescanrevise

accountingstandardsquicklyaccordingto

therevisionofIFRSbeyondtherestric-

tionsoftheFinancialInstrumentsandEx-

changeAct,theCompaniesAct,andthe

CorporationTaxLaw.Thefindingsofthis

studyareimportantinachievingdefacto

convergencebecauseeachcountryhasdif-

ferentmotivations,policies,and back-

groundsforglobalconvergenceoffinancial

reporting.
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TheBusinessAccountingCouncil(BAC)

haspublisheda・roadmap・towardIFRSs

inJapan:ApplicationofInternationalFi-

nancialReportingStandards(IFRS)inJa-

pan(Interim Report)on30June2009.

ThisInterim Reportspecifiedthatadeci-

sionregardingthemandatoryapplication

ofIFRSsinconsolidatedfinancialstate-

mentsofalllistedcompaniesshouldbe

madearound2012.Mandatoryapplication

wouldlikelystartfrom2015or2016ifthe

decisionismadein2012.

On21June2011,theJapaneseMinis-

terforFinancialServicesannouncedthat

mandatoryapplicationofIFRSswillnot

takeplacefrom thebusinessyearending

March2015andasufficienttimeperiod

offivetosevenyearswillbepermittedfor

preparationifandaftermandatoryappli-

cationofIFRSsisdecided.Herequested

BACmemberstoreconsiderfullyinlight

ofrecentdevelopmentsinandoutsideof

Japanandcontinuediscussionsaround11

specificitemspresentedattheBACmeet-

ing.

Itmustbenotedthatadecisionregard-

ingthemandatoryapplicationofIFRSsin

Japanreliesonthesufficientdevelopment

andapplicationofIFRSsfortheU.S.do-

mesticreportingsystem.Thisisthesame

phenomenonasabirdlayitseggsinthe

nestofanotherbird(・ParasiticBird・).

ThispaperoutlinestheSECregulatory

actionsregardingthepotentialuseoffi-

nancialstatements prepared in accor-

dancewithIFRSsbyU.S.issuersandsur-

veysthespeeches,publicstatementsand

theSECcongressionaltestimoniesbythe

SECcommissionersandSECstaff.With

thisconsideration,thequestion ofthe

mechanismoftheregulatoryactioninJa-

panhasbeenbroughttothefore.
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SincetheECRegulation1600/2002,Ac-

countingStandardsBoard(ASB)inthe

UKoverhaulsthefinancialreportingsys-

tem basedon・UKaccountingstandards:

AstrategyforConvergencewithIFRS・is-

suedin2004andisproposing・theFuture

oftheFinancialReportingintheUKand

RepublicofIreland.・ASB issued・Draft

FRS100,101,and102・asFinancialRe-

portingExposureDrafton 30January

2012,which would replace allextant

FRSs,StatementsofStandardAccounting

PracticeandUrgentIssuesTaskForceAb-

stracts(currentFRSs)intheUKandRe-

publicofIrelandwithasingleFRS.This

paperwillfindout,then,thefeatureof

theFutureoftheFinancialReportingin

theUKandRepublicofIrelandandtheis-

suesoftheFinancialReportingintheJa-

pan.Thepurposeofthispaperistofind

outthefollows:

(1)wholefeatureofthelatesttrendof

theFutureoftheFinancialReport-

ingintheUK

(2)proposalsindraftFRS100,101,and

102(3)differenceswith proposalsof

FRED43,44,and45(4)outlineofpre-

sentUKFRSs(5)bringoutthequal-

ityoftheFinancialReportingsys-

temofUKThecontentsaredifferent

betweenaSingleFRSofdraftFRS

100,101,and 102 and IFRS for

SMEs.
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