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Sanlihe Steet, Xichengqu
Beijing, 100820

People's Republic of China
Direct: 0086 l0 6855 3014

Direcr Fax: 0086 10 6855 2538
xiawenxian@mof. gov.cn

Mr Takashi Nagaoka
Director for Intemational Accounting
Financial Serr'ices Agency of Japan
By e-mail only: t-nagaoka@fsa.go jp

Mr Makoto Sonoda
Deputy Director, Corporate Accounting and Disclosure Division
Financial Services Agency of Japan
B1 e-maJl onlS : makoto.sonoda@fsa.gojp

6 April, 2011

Dear Mr Nagaoka and Mr Sonoda

IFRS Foundation Monitoring Board R€port on Governance Review

Ministry ofFinance of China is pleased to respond to the IFRS Foundation
Monitoring Board's Consultatire Report on the Retiew ofthe IFRS Foundation's
Gowrnance.In o.ut opinion, a clear and stable govema[ce structure ofIFRS
Foundation does well to achieving the ultimate goal ofa single set ofhigh-quality
global financial reporting standards. We suppot monitoring Board's review ofthe
IFRS Foundation's govemance. We support a three-tier govemance model for IFRS
Foundation which is composed of Monitoring Board, Trustees and IASB. We agree to
deepen the pool ofcandidates for IASB membership from diverse geographical and
professional backgrounds while maintaining professional competence and
independence as the primary qualifications. We suppot the review ofIFRS
Foundation govemance focus on the independence and authorities ofIFRS and the
effi ciency of IFRS setting.

We wish to highlight the following issues that we see as fundamental to IFRS
Foundation's governalce.

l. Responsibilities of Monitoring Board, IFRS Foundation Trustees and IASB
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In a three-tier governance model, we support the responsibilities of Monitoring Board,
IFRS Foundation Trustees and IASB are separately followed:

' the Monitoring Board provides public accountability by acting as the link to pr-rblic
authorities and provides oversight ofthe IFRS Foundation. Monitoring Board
should not intervene directly with activities ofIFRS Foundation Trustees and
IASB authorized by IFRS Foundation constitution;

. the IFRS Foundation Trustees execute it responsibilities authorized by IFRS
Foundation Trustee Constituent and promote the transparency and independence
oflASB;

' the IASB, as an independent standard-setter operating wilhin a clearly defined and
documented system of due process, is accountable to setting high-quality
Intemational Financial Reporting Standards.

2. Conposition of Monitoring Board

The nomination ofmember of Monitoring Board should consider global public
interests, especially the emerging economics. We agree the proposal to expand the
Monitoring Boa.rd's membership by adding pemanent members representing
primadly major emerging markets. Given the differences oflegal system, public
interest protection system and accounting standards bodies among jurisdictions, we
disa$ee the membership ofthe Monitoring Boa.rd continue to be confined to capital
markets authorities rather public authodties that are responsible for sefting accoullting
standards and financial report policy in respective ju sdictions.

3. Nomination ofIFRS Foundation Trustee and Member ofIASB

We think that IFRS Foundation Trustees is accountable to nomination of Trustee,
chairmen and member ofIASB based on approved IFRS Foundation Constituent. The
Monitoring Board should be confined to make sure whether candidates for IFRS
Foundation Trustee and Member ofIASB are qualified by approved requirement and
the nomination process executed by IFRS Foundation Trustee comply with approved
procedure.

Our detailed responses to the Sunmary ofProposals and Options and associated
questions are included in the Appendix to this letter.

Yang Min

Director General
Accounting Regulatory Depafi ment
Ministry of Finance
People's Republic of China



APPENDIX

R€sponses to Monitoring Board Proposals and Qu€stions

Introduction

The following sets out the proposals and questions raised by the Monitoring Board and
the responses ofthe AOSSC. The order follows that ofthe Board's review.

(1) Mohitoring Boatd Proposal

Response

We agree to deepen the pool of candidates for IASB membership from diverse
geographical ald professional backgrounds while maintaining professional
comp€tence and independence as the primary qualifications, which facilitate
IASB to consider eflicietrtly responses of related constituents from different
jurisdictions and achieying the uttimate goal ofIFRS Foundation.

(2) Monitoring Board Proposal

IASB:
Undertake concrete efforts to improve identification of candidates to ensure IASB

membership from diverse geographical and professional backgrounds in order to provide

for further objectivity and impartiality ofthe decision-making process, while maintaining

professional competence and practical experience as the primary qualificat;ons.

Question L
- Do ),ou agree with the proposal to urge conclete eforts to deepen the pool ofcandiddtes

for LASB membership jlom di'erse geographical and Professiondl backgrounds? Please

ride rcasons.for youl agreement/disagreemen|

Separate the roles of the IASB Chair and the CEO ofthe Foundation to safeguard the

independence of the standard-setting process led by the IASB Chair and to avoid undue

conflicts of interest as the CEO of the Foundation manages all the other aspects of the

Foundation's functions, including IASB oversight.

Question 2:
- Do pu agree with the p'oposal to separate the roles ofthe ASB Chair ancl the CEO of

the IFRS Foundation, and if so would you h6\'e suggestions on how to Jbrmalize lhis?

Please protide reasons for lour agreement/ disagrcement.

Response



We think that the roles ofthe IASB Chair and the CEO ofthe IFRS Foundation are

mutual dependence and complement and current arrangement that the IASB chair
serve concurrently the Cf,O of the IFRS Foundation works well. We think it is

unnecessary to separate the roles of the IASB Chair and the CEO of the IFRS
Foundation.

(3) Monitoting Boa Proposal

Consider clearer division of responsibility between staff dedicated to the IASB'S
operations and staffdedicated to the Foundation's administrative and oversight functions.

Question 3:
- Do lou agrce that clehel dirision o.fresponsibility betueen stafdedicated to the USB

operatioks and stdfdedicated to the Foundation's ddministratfue and oversight functions
should be considered, and if so would you have suggestions on how to formalize this?

Please orovide reasons ment/disagteement.

Response

'We 
are not aware of any issue with curr€nt

dedicated to the IASB operations and
administrati l  e and oversight funcl ion.

attangement.

(4) Monito ng Boad hoposol

division of responsibility betw€en staff
staff dedicated to the Foundation's
W€ propose maintain the current

Trustees:
Continue to review the diversity of geographical and professional backgiound of the

Trustees so as to provide for objectivity and impartiality ofthe decision-making process.

Question 4:
- Please prcr,ide comments o/t any aspects of Trustee composition or appointments that

you belieNe the Monitoring Board should consitler

Response

W€ support geographical and professional diversity ofIFRS Foundation Trustee but

the Monitoring Board may pay more attention to the trustee's competence and

experience on strat€gic decision.

(5) Mohiloring Board Proposal

Devise formal procedures and clearer criteria for the nomination of candidates and

aDpointment ofTrustees accountable to the stated objectives for the IFRS Foundation.



Question 5:
- Do lou agrce with the proposal to provide increased transparency into the process for
Trustee nominations? Please prot'ide reasons Jbr your agreement/ disagreement. To v)hat
extent should the Monitoring Board be iwolNed in the nomination process?
- Do you agree that further clarifcation of critelia Jbr the Trustees' candidacy vould

help support confdence of the stdkeholders? Please pro de reasolls for your

agr e e me ntai s agre e me nt,

Response

We supporl improve the transparence of Trustees appointment, including criteria of

candidates, process for nomination and assessment. Monitoring Board is

independent assurance that the processes of the Trustees and IASB are operating as

designed. We disagree that the Monitoring Board get involved with the nomination

process, such as recommend candidates. We agree that further clarification of

criteria for the Trustees' candidacy would help support confidence of the

stak€holders.

(6) Monitoring Board Proposal

Monitoring Board:
Expand the membership to leleven] members to include more capital markets authorities

responsible for setting the form and content of financial repoting in respective
jurisdictions, focusing on increased representation from major emerging markets. lFout]
new members primarily from major emerging markets would be added on a permanent

basis and [two] additional seats would rotate amongst authorities not permanently

represented. The use of IFRSs in a jurisdiction and the contribution ofthe jurisdiction to

the funding ofthe IFRS Foundation should be considered in selecting members.

Question 6:
- Should the membership of the Monitoting Board continue to be confned to capital

markets authorities responsible for setting the Jbtm and content oflnancial reporting in

re s pe c tiw j ur isdic t io ns ?
- Do you agree with the proposal to expand lhe Monitofing Board's membership by

adding a mix oJ permanent menbers (ffourl) rep/esenting primarily maior emerging

markets dnd lotating memhers l[two]) from all other markets? Please proride rcaso sJbr

lot agreement/disagreeftent. How should the maior markets be selected? Should a
jurisdiction's application o.f IFRS' and financial contribution to standard-setlifig pla! a

- Do lou agree that lotating membels should be selected through IOSCO? Please provide

rcasons Jbr your agreement/r

Response



We think the nomination ofmember of Monitoring Board should facilitate achieving

unitary goal and responsibilities of IFRS Foundation and consider global public

int€r€sts, especially the em€rging economics. We agree the proposal to expand the

Monitoring Board's membership by adding permanent members representing
primarily major emerging markets. Given the differences of legal system, public

interest protection system and accounting standards bodies among iurisdictions, we

disagree th€ membership olthe Monitoring Board continue to be conlined to capital

markets authorities. We also disagree thai rotating members should be nominated

through IOSCO rather through public nuthorities responsible for setting accourting

standards and financial report policy in respective jurisdictions

(7) Moniloring Board Proposal

Response

We agree that the Monitoring Board should continue

consensus.

to make its decisions by

(8) Mo,tito ng Boa Prcposal

Consider whether any types of decisions taken by the Monitoring Board would justily

deviation from the current consensus-based decision_making system.

Question 7:
- Do you agree that the Monitoring Board should continue to make its decisions by

consensus? Please provide reasons for your agreement/disagreement. Are thele dny tt'Pes

ofdecisions taken b! Ihe Monitoring Board for v,hich voting othet than by consensus (br

example, b1, qudlified majority) ma, be apprcpriate? If so please describe why antl

tate vuline mechanisn

With a view to increasing the involvement of other public authorities and international

organizations, consider either:

a) extending the observer status to groups of prudential authorities and intemational

organlzatlons;

b) holding rnore formalized dialogue with public authorities and intemational

organlzatlons; or

c) establishing an advisory body composed of prudential authorities and international

organlzatrons,

Question 8:
- To ensure increased involvement of public authorities and other internatrcnaL

orgdnizations in Monitoling Board actirities, do lou support the Moniloring Board (a)

expanding the number of Monitoring Board obsen'ers, (b) holding more formdlized



dialogue, or (c) estctblishing an advisory body, and on what basis? ,Ihat should be the

cr i ter ia.lb r s e le c t in g p ar t ic i pdnk ?

Response

We belieye that it is more flexible that Monitoring Board hold more formalized

dialogue to strengthen the link to public authorities and other international

organization.

(9) Monitorifig Board Queslion

Question 9:
- Do you belie|e that the cuftent arrdngements for the standard-setting process

adequately ensure the apprcpriate involwfient of all rclet'anl stakeholders and that all

rcle|ant public policy objectiws are taken into account? Please pro|ide reasons for your

agr e e me n t/disagr e e ment.

Respons€

We think that standards setting process needs continuous improvements to assure

its independence. The accounting standards setting process should be participated

by both developed economics and emerging economics, by both economics full

adopted IFRS or converged to IFRS and economics considering transition to IFRS.

It is appropriat€ trying to coordinat€ accounting standards with other public

policies while maintaining the independence ofaccounting standards setting process.

(10) Monitoting Bodld Ploposal

Enhance publication of written records of Monitoring Board deliberations, increase the

use of pfess releases, and strengthen the exposure of Monitoring Board members' views

to the media and wider audiences.

Question l0:
- ,I/hat are the appropriate means and wnues.fbr the Monitoling Board to enhance the

|isibility dtld public undelstanding of its activities?

Response

We support Monitoring Board enhances publication of

deliberations to greatest extent by available methods to improve

( I I ) Mo rl ito r i rl g B o ard Prop o sal

written records of
its transparence.

Consider ifthe Monitoring Board's current ability to refer matters to the IASB for



consideration, requiring feedback, is sufficient, or whether an explicit role should enable
th€ Monitoring Board to place an item on the IASB agenda.

Question I l:
- Do you beliete that the currcnt aftangements Jbr Monitotinq Board iwolNement in the

IASB'| agenda-setting are appropfiate, or should the Monitoring Board ha.,,e an explicit

ability to place an item ot1 the agenda, or would rou considet othel altematiNes thdt

would enhance the Monitoring Board inlol\)ement in the IASB agenda setting? Please

Response

To assure the independence of IASB, We think that it is inappropriate that th€

Monitoring Board could interfere with the ag€trda of the IASB or get involved with

other specific activities ofIASB.

(12) Monito ng Board Proposol

Explore possible options to establish a non-voluntary, transparent and stable public

funding platform for the Foundation.

Question I2.
- Do you herc concrete suggestions on how the Moltitoring Board ol the Ttustees could

encourage a move towards a more stable and independent funding model?

Response

We support that Monitoring Board and IFRS Foundation Trustees establish a

voluntary, transparent, stable and acceptable public funding platform for IFRS'S

setting and application.

(l3)Monito ng Board Proposdl

Enhance the Monitoring Board's involvement in the nomination of the IASB Chair by

enabling the Monitoring Board to provide a set of criteria for selecting potential

candidates and evaluate certain candidates on the short list against the criteria during the

selection process. Additionally, consid€r whether the Monitoring Board's role should also

involve consultation on the Trustees' final decision and/or playing any further roles.

Question 13.
- Do you beliette that the Motlitoring Board should have a more promh@kt role in the

selection of the IASB Chair? Do ))ou agree ,tith the ploposdl that the role include

inrolrement in establishikg a set of publicly disclosed critelia for the Chair, and

assessment ofa short list ofcandidates against thosearitelia? Please proride reqsont.



- Do you believe that the Monitoling Board should be given any further, speciJic role in
the selection ofthe IASB Chair? In particular, should the Monitofing Board approNe the

Trustees' linal selection? Please orovide reusuns.

Response

W€ think the appointment of IASB chairmen is accounlable to IFRS Foundation

Trustees. We think it is inappropriate that the Monitoring Board interv€ne directly
with the nomination process of IASB chairmen. The Monitoring Board should be
ronfined to make sure whelher candidates for IASB chairmen are qualified by
approved requirement and the nomination process executed by IFRS Foundation
Trustee comply with approved procedure.

(14) Moniloring Board Proposal

Response

We think the appointment of IASB member is accountabl€ to IFRS Foundation

Truslees. The Monitoring Board should be confined to make sure whether

candidates for IASB members are qualified by approved requirement and the

nomination process execut€d by IFRS Foundation Trustee comply with approved

procedure,

(I s)Mo hitorihg Board Proposal

As regards other IASB members, explicitly include in the Monitoring Boatd's

responsibilities consultation with the Trustees as they further develop the framework to

ensure proper balance in the composition ofthe IASB.

Questiot't I 4 :
- Do lou (rgree that the Monito/ing Board's rcspotlsibilities should explicitly include

consultation with the Trustees as they furthel develop the famework to ensure ptoper

baldnce in the composition of the IASB? Please provide reasons Jbr your

d gre e me nt/dt sa gre e me nt,

Explore the possibility ofestablishing a permanent secretariat for the Monitoring Board.

Question I5.
- Do you agree wilh the p'oposal to consider establishing a permanent secretdriat for the

Monitoring Board to support its incleasing roles in orerseeing lhe go|emance of the

standerd-setterT Would you support this proposal eten if it would require 1ddilional

nancial contributions liom stakeholders? Please provide reasons-

Response



We don't disagree with the proposal to consider establishing a permanent

secretariat for the Monitoring Board, if it would not require additional linancial

contributions from both Itr'RS Foundation and other stakeholders.

(16) Other Monilofing Board Questionr

Question I6:
- Do you agree vith the eed fol rcgular reriev)s, and the inten'al of Jive years as a

benchmark? Should the ret'iews be alignecl with the titning ofthe Foundation's mandated

Con:riturion revteus? Please Dro|ide reaton\ ement/disosreement,

Response

We think it is feasible that Monitoring Board executive regularly reviews of its

works. But it is unnecessary that the reviews should be aligned with the timing ofthe

Foundation's matrdaled Constitution reviews.

(17) Other Monitoring Board Questions

Question I7.
- Do you hate any othel comments?

Response

The obiective of IFRS development is to improve transparence and comparability of

accounting information. We support the accounting information about same

tra[sactions occurred in differ€nt jurisdictions should be identical. Given the

diversities of politics, legal, economic and culture system all over the world, we

believe that it is contributive to IFRS global application if strategies or methods

rather than full adoption can be applied in IFRS application in respective

iurisdictions.


