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B Stig Enevoldsen

Thank you very much. Thank you very much for
the kind introduction. I apologize for not being able
to speak any Japanese, but you will have to live

with that. I am very honored to have been invited
here today to give this presentation. It's always a
special pleasure to come to Japan and experience
the Japanese traditions and the society and it's
very enjoyable to be here, and thank you very much
indeed for inviting me.

It was also very interesting to hear the first
speech, it was very interesting to hear how Europe
and the European accounting development is being
seen in the Japanese perspective. So we may have
an interesting debate afterwards on certain of the
views put forward, but we'll come back to that.

As yvou know, we have seen over the many years,
we have had different accounting languages, each
country in the world had its own accounting rules,
rules in Japan, rules in France, rules in Canada,
the US and so forth. Even in Denmark, a big
country of 5 million people, we had our own
accounting language. And in Holland of course they
had as well, and it's double as big, it's 10 million
people, but they had their own language. So in
Europe we had 25 different accounting languages in
a very small region. But nowadays things are
changing around two sets of accounting standards,
two accounting languages, the US GAAP and the
International Accounting Standards.

We see that Canada is moving towards and very
close to the US, and you see that the rest of the
world, Europe, all of the European countries,
Australia, Asia and Africa, are moving to the IASB,
and then we have Japan somewhere in between.
But there are new developments even further that
Canada has just decided to move to IFRS, but not
quite, because they will allow companies, and
Canadian companies listed in New York, to comply
with US GAAP, whereas otherwise all the
mandatory requirements for listed companies in
Canada will be the IFRS. And
understanding, this is of course very simplistic, my
understanding is that Japan is moving slightly
towards IFS in these convergence days. I haven't
put in China or India. India is probably more in
this camp, and China is, I don't know. They are
moving but not really moving fast in this area,
because they move very fast in many other areas.
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B Peter Sampers

Thank you very much, Mr. Chairman. Good
afternoon, ladies and gentlemen, it's a pleasure to
be here and to speak to you on the introduction of
IFRS in Europe.

We heard just from the previous speaker that
1996 was the year of the big bang in Japan, when
the Japanese accounting standards
substantially overhauled. Well, for Europe and for
European industry, 2005 was the major year when

were

we had to introduce IFRS, at least listed companies
had to do that.

I speak to you today from a fairly unique
perspective because I had the pleasure of
transferring from one company to the other at the
beginning of this year. So as a matter of fact, I've
been involved in preparing two IFRS annual
accounts, two first-time annual accounts. And I will
speak to you and explain to you what I experienced
in that process.

First of all, the two companies that I worked for, I
left Philips and joined DSM but I was closely
involved in the preparation of the Philips annual
report over 2005. Philips is a global electrical and
electronic equipment company, also strong in
medical systems. We sell about 30 billion Euros'
worth of equipment, at least we did that in 2005.
The company was established more than 110 years
ago and has traditionally had strong links with
Japan. We've been closely cooperating with
Matsushita from Osaka over decades, so I also had
the pleasure of visiting this country a few times
before.

I joined DSM, a specialty chemical company also
in the Netherlands listed on the Amsterdam Stock
Exchange, and we also prepared a 2005 annual
report that is based on IFRS. If you compare the
two reports you might think that they are of equal
size. As a matter of fact, the paper of the Philips
report is slightly thinner and it has more than 100
pages extra on top of DSM. Why that is you will
probably understand after my speech.

Because what is typical and to some extent
unique about Philips, also in the Dutch market, is
that Philips is a dual-listed company. Now there are
more dual-listed companies in the Netherlands, but
the fact that Philips decided in 2002 to make US
GAAP the primary accounting standard is
something that you will not see in many other
companies. From 2002 onwards we did reconcile
back to Dutch GAAP, but the primary accounts were
on the basis of US GAAP. From this year onwards,
Philips still continues to use US GAAP as primary
accounts but also delivers a full set of financial
statements based on international accounting
standards. And therefore, it is to some extent also a
unique annual report that we have produced.

The impact of moving over to IAS, and therefore
also the differences between IAS and US GAAP
because those are the differences that Philips
needed to cope with, will be addressed in let's say
the first part of my speech.

In the second part I will address the conversion



at DSM, which was, let's say, a more straightforward
move over to IAS as most listed European
companies had to go through in this year. Last
vear's accounts were based on local accounting
standards. In the case of DSM that was Dutch
accounting standards, Dutch GAAP. As of this year,
the full accounts are based on IFRS, and there is no
Dutch GAAP left. Dutch GAAP remains in the
Dutch market for unlisted companies, but all listed
companies to file reports on the basis of IFRS.

The important difference between Dutch GAAP
and IFRS is that Dutch GAAP has many more
options companies can choose from. If you take a
simple example of goodwill. You are allowed under
Dutch GAAP to either to charge goodwill to income
or to charge goodwill direct to equity or you are
allowed to capitalize and amortize goodwill. The
only option that you are not allowed to apply is to
capitalize and not amortize, but impairment test,
which is then again the requirement of IAS. But in
a nutshell, Dutch GAAP used to have, and still has
for those companies that are unlisted, a number of
options that they can choose from and the number
of options is far more limited under IAS.
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