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Dear Mr Nagaoka and Mr Sonoda

|FRS Foundation Monitoring Board Report on Governance Review

Deloitte Touche Tohmatsu Limited is pleased to responitetéRRS Foundation Monitoring
Board'sConsultative Report on the Review of the IFRS Foundation’s Governance

We welcome the Monitoring Board’s Report, which we thsk useful and timely contribution
to the debate surrounding the governance of the IFRS Foumdad the International
Accounting Standards Board. We wish to highlight the falgwssues that we see as
fundamental to this review.

The governance structure of the IFRS Foundation muditdéeiachieving the ultimate goal of a
single set of high-quality global financial reportingrefards. The governance structure should
provide for the independence of the standard-setter wislermg the accountability of the IFRS
Foundation to capital market authorities and ultimatelyegawents.

We support a three-tier governance model in which:

» the Monitoring Board provides political legitimacy and accabiiity by acting as the link,
via competent market authorities and/ or regulators, tomatgovernments in jurisdictions
using or committed to using IFRSs and provides oversighapeo-active advice to the
IFRS Foundation;

» the IFRS Foundation Trustees are responsible for the'rggvee of the IASB and related
standard-setting activities, promote the transparentlyeodrganisation, and buffer the IASB
from political, sectoral and regulatory interferenaad a

» the IASB, as an independent standard-setter operatinghaittiearly defined and
documented system of due process, accountable to the IRR8&mn Trustees, sets high-
quality International Financial Reporting Standards.

Deloitte Touche Tohmatsu Limited (‘DTTL") is a UK private company limited by guarantee, whose member firms are
legally separate and independent entities. Please see www.deloitte.co.uk/about for a detailed description of the legal
structure of DTTL and its member firms
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The primary focus of setting financial reporting standasdbe needs of participants in the
capital markets and it is appropriate for the MonitoringuBldo comprise capital market
authorities responsible for the enforcement or endonseaidinancial reporting standards for
capital markets. So that it is able to meet this olmeat a better manner, we support expanding
the Monitoring Board to represent a more diverse populafieapital market authorities from
jurisdictions using or committed to using IFRSs. We think @& CO, which represents capital
market authorities worldwide and is recognised as thes3&pital markets representative
agency, is the appropriate agency to advise on memberdiip Blonitoring Board.

Prudential authorities charged with fostering financiab#ity also have an interest in neutral,
transparent financial reporting. While financial repgtstandards cannot on their own ensure
financial stability, there can be no enduring financiabsity without neutral and transparent
financial reporting. Thus, we support enhancing the MontoBoard’s active engagement with
prudential authorities and other international organisationgarticular, the Monitoring Board
should consider inviting the Financial Stability Board Bf& be an Observer, given its role as
the G20’s ‘global coordinator.’

The Monitoring Board should continue to make its decisionsomgensus, i.e. achieving ‘buy-
in’ from all constituents and ensuring that the views bé@hstituents are reflected in decisions.
Decision-making by consensus is most consistent witMthatoring Board’s role providing
oversight of the IFRS Foundation because it providesadopolitical basis for the IFRS
Foundation. Consensus ensures an inclusive approach, sunb #uagle jurisdiction can
dominate strategic policy-making.

We agree with the proposal to separate the rolesRf IFoundation Chief Executive Officer
from that of the IASB Chair, which we see as a mattgood governance that strengthens the
independence of the IASB by removing the conflict of intecesated by the IASB Chair being
the CEO of the IASB’s oversight body.

We have concerns with certain proposals in the Rejpogperticular those concerning the role of
the Monitoring Board in the IASB’s agenda-setting procedstlam appointment of the IASB
Chair, but believe that there are ways to achieve theitbiing Board’s positive involvement
without compromising the governance structure.

We agree that Monitoring Board members will often ba position to identify areas of concern
in financial reporting and would wish to bring such issoethé IASB’s attention. However, the
Monitoring Board should always be seen to act in a traespananner consistent with the
IASB’s established due process. We think that agenda-sshingd rest solely with the IASB,
which should follow its newly-established enhanced due psoloe setting its technical agenda.
Given that the IASB is pledged to serve the public inteaed the needs of the capital markets, it
seems inconceivable that the IASB would ignore a legtienconcern of securities market
authorities, or that the Trustees’ Due Process Ovdr§igmmittee would not act if the IASB
were to do so without good reason.

We agree that, given the profile of the IASB Chairre¢he a role for the Monitoring Board to

play in the appointment of the IASB chair. We thinkpipropriate that the Monitoring Board
should review and provide recommendations to the IFRS FoaondBtustees on the criteria for
the IASB Chair and the process for conducting the seardlassessment of candidates, to which
the IFRS Foundation Trustees’ independent selection gsageuld be held accountable. The
Monitoring Board should limit its subsequent involvemenpraviding feedback on the IFRS
Foundation Trustees’ assessment of short-listed caedidgtinst those criteria. This approach
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should provide for meaningful input from Monitoring Board memabethile maintaining the
independence of the appointment itself.

Our detailed responses to the Summary of Proposals anch®phad associated questions are
included in the Appendix to this letter.

If you have any questions concerning our comments, pleaseccvet@anica Poole in London at
+44 (0) 207 007 0884.

Yours sincerely,

/ ~ : K i
k.

Joel Osnoss Veronica Poole
Global Managing Director Global Managing Director
IFRS Clients and Markets IFRS Technical
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Appendix

Responsesto the Proposals and Options and Associated Questions

Overall comment

Governance model

We support a three-tier governance model in which:

the Monitoring Board provides political legitimacy and accabitity by acting as the link,
via competent market authorities and/ or regulators, tomatgovernments in jurisdictions
using or committed to using IFRSs and provides oversighapeo-active advice to the
IFRS Foundation;

the IFRS Foundation Trustees are responsible for theggvee of the IASB and related
standard-setting activities, promote the transparentlyeodrganisation, and buffer the IASB
from political, sectoral and regulatory interferenaad a

the IASB, as an independent standard-setter operatingnaittiearly defined and
documented system of due process, accountable to the IFRSIESS, sets high-quality
International Financial Reporting Standards.

Our responses to the Proposals and Options and AssbQagstions are consistent with this
vision of the IFRS Foundation’s governance.

The International Accounting Standards Board

1

Do you agree with the proposal to urge concrete efforts to deepen thef paodidates
for IASB membership from diverse geographical and professional backgrounds? Please
provide reasons for your agreement/ disagreement.

In establishing high quality, global financial reporting staddait is critical that the IASB
be composed of high quality individuals that understand tjeetkes of financial

reporting, understand the IASB’s conceptual framework aR&#H- It is essential that
IASB members have good technical skills, experience imdiaareporting and experience
of international business. From the pool of individyabssessing these qualities it is then
appropriate to seek to attain representation over @é\gregraphies and professional
backgrounds.

The IFRS Foundation has relied on a limited numbexetetive search firms, word of
mouth and other informal networks in seeking new IASB bensi Some of the recent
appointees have settled in well, but others betray alweited appreciation for financial
reporting using IFRSs, financial reporting in a global canéexl/ or financial reporting
outside a particular sector.

The IFRS Foundation Trustees should be urged to congdttexroups, including
regional associations of standard-setters, preparer gimgs;ial executives, analysts,
fund managers and other users and the audit networkdlaswegional specialist
executive search firms to achieve this objective. Ctertly with the Monitoring Board’s
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proposals to ‘document and publish the formal procedurdldaromination of the
Trustees, including clear criteria for candidacy’ (®etf-3-1), we would support a
similar level of transparency for the Trustees’ acegitsurrounding the search for and
appointment of IASB members.

The Monitoring Board’s Report, while noting the rececté@ase in size of the IASB and
the requirement to ‘demonstrate diversity in the prodegsand expertise of the members’,
leaves open the possibility of ‘additional measures asdhcreasing further the number of
Board members’ (Section 2-2-1). We would draw the MonitdBiogrd’s attention to

their own conclusions in Section 3-1-1, in which they suggesaximum Monitoring

Board membership of fifteen ‘in order not to undermine tfieieficy and flexibility in
reaching decisions’. With a membership of sixteen by the the Monitoring Board’s
proposals are effective, we think the number of IASBnimers is sufficient.

2 Do you agree with the proposal to separate the roles of the IASB &tththe CEO of
the IFRS Foundation, and if so would you have suggestions on how to formafize this
Please provide reasons for your agreement/ disagreement

We agree with the proposal to separate the rolesRf IFoundation Chief Executive
Officer from that of the IASB Chair, which we seeaasatter of good governance that
strengthens the independence of the IASB by removing théatafifinterest created by
the IASB Chair being the CEO of the IASB’s oversightly.

In our letter to the IASC Foundation Trustees of 25 Ndv&amn2009, we commented:

“The IASC Foundation and the IASB are under increasing pabtiainy from

many jurisdictions and it is our view that it is vitalipportant that there be no
appearancef conflict of interest within the organisation. Givdw tapparent conflict
of interest between the roles of IASB Chairman aedctiief executive of its
oversight body, we recommend that the IASC Foundatnzhthe standard-setting
activities be separated completely by appointing a CE@eofASCF, one who is not
a member of the IASB or the IASB/ IFRIC staff.”

3 Do you agree that clearer division of responsibility between stditated to the IASB
operations and staff dedicated to the Foundation’s administrative and oversighomsnct
should be considered, and if so would you have suggestions on how to form&lize this
Please provide reasons for your agreement/ disagreement

We think that such a separation is sensible and, to eceesiderable extent, exists
already.

We would not seek to impose any particular administratbetion. What is important is
to establish a clear principle that the standard-sedtigities and staff of the IASB
should not be involved in the oversight or other adigibf the IFRS Foundation, except
that the standard-setting staff ought to prepare any fagpaits related to their activities
requested by the Trustees or a committee thereof (gegdue Process Oversight
Committee).



Deloitte

| FRS Foundation Trustees

4

5(a)

Please provide comments on any aspects of Trustee composition or appsitiateydu
believe the Monitoring Board should consider.

Composition

We continue to support the geographical distribution offtlustees, but think that there
should be more transparency surrounding how allocatiensiade.

In our comments to the IASC Foundation Trustees of 3Ma009, we said: “it would
be useful to all constituents to understand the basthdoapportionment, for example,
whether it is based on national or regional GDP or gezsimarkets’ capitalisation or
other indicators. In our view, the formula for the aplpoment should be fixed but the
actual distribution should be flexible and should be weea:from time to time.”

We reiterated this concern in our letter to the IA®Qreation Trustees of 25 November
2009: “In our 31 March 2009 comment letter, we asked thatriletdes document how
the geographical distribution is determined. We notegésgicipants at the Constitution
roundtables in London and New York held in September anob@cR009 expressed
similar concerns.”

Do you agree with the proposal to provide increased transparency intodbesprfor
Trustee nominations? Please provide reasons for your agreement/ disagte@mwhat
extent should the Monitoring Board be involved in the nomination process?

We agree that there needs to be greater transparenmddie appointment of Trustees.
However, we acknowledge that as the appointment is tesbea personnel issue, a fair
degree of confidentiality will still be necessary. Wtia Trustees and the Monitoring
Board should seek to achieve is a balance between a thaepagting of what was done
and how; what organisations, search agencies, and indisidea¢ consulted; the number
and backgrounds of candidates on the shortlist and hose ttandidates were assessed
against the criteria for appointment; and how that gkbwas assessed when making the
final recommendations and appointments.

The provisions of Article Ill, section 8.B of the Monitog Board’'s ‘Memorandum of
Understanding to Strengthen the Institutional Framewbtkeolnternational Accounting
Standards Committee Foundation’ (the Memorandum of Utadei®g) are, in principle,
adequate, in that they require the Trustees to estginbsledures that shall be agreed by
the Monitoring Board. We would expect that there be sdegeee of communication
between the Trustees’ Nominating Committee and the Miomi Board as those
procedures are prepared. Once agreed, the procedures, togethbe expected timeline,
should be published on the IFRS Foundation’s Websiteorlardy reason, the Trustees
think it necessary to amend the procedures in some stibstaranner, that amendment,
the reasons why it was considered necessary and any irpetMonitoring Board should
be published promptly.

We note that the Memorandum of Understanding permetdAbnitoring Board to submit
names to the Trustees for their consideration. Heweve think it fundamental to the
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(b)

(©)

IFRS Foundation’s role that such submissions must be iddhe personal capacity of the
Monitoring Board member, and should not be seen to circointlie Trustees’ established
procedures for appointing Trustees.

Do you agree that further clarification of criteria for the Tees’ candidacy would help
support confidence of the stakeholders? Please provide reasons for yoeimagté
disagreement.

We would support a better articulation of the critésiaappointment as a Trustee (similar
to those established for IASB members), together witkixalicit statement of the
expected time commitment of a Trustee. In our comnteritee IFRS Foundation
Trustees of 22 February 2011, we suggested that Trustees sb@xgdrted to act for 30-
36 days a year, based on the UK Treasury’'s Walker Report (2009)

Other comments on the role and responsibilities of the IFRS Foandatistees

We also bring to the Monitoring Board’s attention thiéofeing comments in our letter of
22 February 2011 in which we addressed our vision of whatrtietees should be doing
and the level at which they should be doing it:

The IFRS Foundation Trustees’ role should be a proeotie, acting on the
organisation’s behalf to work with jurisdictions to ensun@rtsupport of (or non-
interference with) the standard-setting process and phagribte use or adoption of
IFRSs. They should act as a buffer between the indem¢istandard setter and the
Monitoring Board and other jurisdictional interests. Timgplies a more visible role
than at present in the governance and oversight dF&R® Foundation and a visibly
ambassadorial role in liaison with policy-makers iR8jurisdictions and potential
IFRS jurisdictions, ensuring that lines of communicat®main open and accessible
to the IASB. Such contacts would include governments, ttesgmonsible for
incorporating/ endorsing IFRSs for use in the jurisdicéiod those responsible for
the enforcement of those standards in those jurisdi&tio

The IFRS Foundation needs to be seen to be exercisiggvernance and oversight
role actively if it is to be effective. In our view,ef rustees need to be involved
actively as the IASB identifies candidates for itsralge prioritises them and reviews
the feedback received from constituents on that assassWie support the status
qguo in which the Trustees do not have a detailed involveiméne IASB’s agenda-
setting process, but we would support the Trustees being invt\tbe point that
they fully understand the process by which the IASBrdateed its agenda and set
the relative priorities, such that they can presenteapthin it at senior levels. Such
involvement would include active engagement with the IFR8gory Council, in a
session attended by at least a quorum of the Trusteed?idgess Oversight
Committee or other nominated group. The Trustees must evisithese public
forums if they are to be credible in discharging tloeersight role.

This proposal would involve elevating the role of the Tees to a time commitment

equivalent to that of a non-executive/ independent diredtarprominent publicly-

listed company, with a similar increase in the resouneegssary to support them. It

would also mean that the Trustees would be expected to it@nsignificant amount

of time to the IFRS Foundation and its activities. @itlee heightened profile of the
7



Deloitte

IFRS Foundation as a result of the G20 mandate givdretbtASB, we see this
development as unavoidable. The IFRS Constitution wowdd teebe amended to
give greater clarity and rigor to paragraph 7, in pawicul

Monitoring Board

6(a)

(b)

(©)

Should the membership of the Monitoring Board continue to be confined &l ozguikets
authorities responsible for setting the form and content of finangairtiag in respective
jurisdictions?

We believe that the membership of the Monitoring Botrel link between public
authorities responsible for setting the form and cdraéfinancial reporting in respective
jurisdictions is and remains appropriate.

The primary focus of setting financial reporting standasdke needs of participants in the
capital markets and it is appropriate for the Monitoringu8ldo comprise authorities
responsible for the enforcement or endorsement ofdiahreporting standards for capital
markets.

Do you agree with the proposal to expand the Monitoring Board’s membersadguling
a mix of permanent members ([four]) representing primarily majoerging markets and
rotating members ([two]) from all other markets? Please providears$or your
agreement/disagreement. How should the major markets be selected?&hould
jurisdiction’s application of IFRSs and financial contribution to standard-sefilag a
role?

So that it is able to meet the objective identified inr@gponse to Question 6(a) in a better
manner, we support expanding the Monitoring Board to repraseore diverse

population of capital market authorities from jurisdicsarsing or committed to using
IFRSs.

Do you agree that rotating members should be selected through IOSE&¥®2 Provide
reasons for your agreement/disagreement.

We think that IOSCO, which represents capital marketoaitis worldwide and is
recognised as the G20’s capital markets representativeyagethe appropriate agency to
advise on membership of the Monitoring Board.

Do you agree that the Monitoring Board should continue to make its decisions by
consensus? Please provide reasons for your agreement/disagreemeherArany types
of decisions taken by the Monitoring Board for which voting other than byicsns (for
example, by qualified majority) may be appropriate? If so please desdnypand suggest
an appropriate voting mechanism.

The Monitoring Board should continue to make its decisionsolmgensus, i.e. achieving
‘buy-in’ from all constituents and ensuring that the vi@#all constituents are reflected in
decisions. Decision-making by consensus is most densiwith the Monitoring Board’s
role in the governance structure of the IFRS Found&tmause it provides a broad
political basis for the strategic direction of the BRoundation. Consensus ensures an
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10

inclusive approach, such that no single jurisdiction can datmistrategic policy-making.
We would not support the Monitoring Board acting other thanonsensus, including any
form of qualified majority vote.

To ensure increased involvement of public authorities and other international
organizations in Monitoring Board activities, do you support the Monitoring Board (a)
expanding the number of Monitoring Board observers, (b) holding more formalized
dialogue, or (c) establishing an advisory body, and on what basis? What should be the
criteria for selecting participants?

Prudential authorities charged with fostering financiab#ity also have an interest in
neutral, transparent financial reporting. While finanogglorting standards cannot on their
own ensure financial stability, there can be no endurirancial stability without neutral
and transparent financial reporting. Thus, we support theitbring Board engaging
actively in dialogues with prudential authorities and othiarnational organisations that
foster financial stability. In addition, the MonitogiiBoard should consider inviting the
Financial Stability Board to be an Observer, givemats as the G20’s ‘global

coordinator.’

We think that effective engagement with prudential autlesriind other international
organisations can be achieved through their participati@basrvers. Additional
advisory groups are not necessary at this time.

What are the appropriate means and venues for the Monitoring Board to enhance the
visibility and public understanding of its activities?

We agree that additional measures should be taken to imgre\Monitoring Board’s
accountability and provide more transparency to its a&ssitiSuch developments are
necessary to enhance constituents’ understanding of andesw# in the work of the
Monitoring Board.

We agree with the suggestion that materials concerningtbtorg Board deliberations
should be made available to all interested parties iaramvof meetings.

We also agree with the Report’s observation that “ctirdesclosure of the public portion
of Monitoring Board meetings through the IOSCO webgiig arovision of agenda papers
from meeting with the Trustees on the IFRS Foundatebsite appear insufficient in
promoting public understanding of Monitoring Board activitiekitleed, the current
situation suggests that the Monitoring Board is unwillingdoeat the same level of
transparency and openness that it expects of the IFR®I&bon and its standard-setting
units.

We support the suggestion that further steps should be @keovide transparency into
the Monitoring Board’s oversight activities, including impryiwebsite accessibility to
information and increased use of press releases ttycdlagi Monitoring Board’s views.

However, we are uncertain about the Report’s suggestdrgiteater exposure of
members’ views regarding matters of Monitoring Board aghtsmight be given to the
media and wider audiences. Presuming that the MonitowagdBoperates by consensus,

9
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11

12

the suggestion that individual member views on oversigitars might be transmitted
independently risks confusing constituents.

Do you believe that the current arrangements for Monitoring Board invohtemthe
IASB’s agenda-setting are appropriate, or should the Monitoring Board have an explici
ability to place an item on the agenda, or would you consider other alteradtiaewould
enhance the Monitoring Board involvement in the IASB agenda setting? Pleask provi
reasons.

The Memorandum of Understanding, Article Ill, sect@(ii) requires the Monitoring
Board to confer with the Trustees about their oversiflite IASB’s agenda-setting
process and work programme. In addition, in accordanteAxiicle 11I, section 9B, the
Monitoring Board ‘may refer accounting issues to, and eaitifer regarding these issues
with, the Trustees and the IASB Chair.’

We agree that Monitoring Board members will often ba position to identify areas of
concern in financial reporting and would wish to bringhsissues to the IASB’s attention.
However, the Monitoring Board should always be seerttina transparent manner
consistent with the IASB’s established due process. ik that agenda-setting should
rest solely with the IASB, which should follow its ngvestablished enhanced due process
for setting its technical agenda.

We support the alternative view in the Report that ‘Hggnda-setting should also rest
solely with the IASB, though following a strong procdsst includes opportunity for all
constituents, including public authorities, to refer matt@rgonsideration, provides for
public input into agenda priorities and requires IASB feeklloachow constituent views
were considered when arriving at a final technical agentlae IASB is best placed to
assess all potential projects against its agenda craedigrioritise them taking into
account its resource constraints. Given that thI&Sledged to serve the public interest
and the needs of the capital markets, it seems inc@ide that the IASB would ignore a
legitimate concern of securities market authoriti@ghat the Trustees’ Due Process
Oversight Committee would not act if the IASB weraltoso without good reason.

The most appropriate role of the Monitoring Board m tASB’s agenda-setting process
would be a regular and meaningful dialogue with the Trust2es’Process Oversight
Committee to ensure that the IASB adheres to therlattd spirit of its agenda-setting
process.

Do you have concrete suggestions on how the Monitoring Board or the Taikbs
encourage a move towards a more stable and independent funding model?

Achieving a funding mechanism that is adequate, proportiodadastainable is
fundamental to ensuring the independence of the IFRS Foumdetd the IASB. We
support a funding requirement allocated based on an indegiendasure, such as gross
domestic product or relative market capitalisation inSR&isdictions (including those
jurisdictions that permit IFRS for secondary listings) our view, local capital market
authorities should be responsible for determining howtbastise the funding requirement
allocated to them. We stress that the method of fignslhould maintain and be seen to
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maintain the independence of the IASB from national agibnal governments, the
accounting profession and individual preparer entities.

We are concerned about the level of the Monitoring Boandtsivement in the allocation
of resources of the IFRS Foundation. The Memorandudndérstanding, Article 111,
section 9A(ii), provides for consultation between theniforing Board and the Trustees
about ‘the adequacy of the IASB’s resources in the bjlits work program’. However,
the Report states that the Monitoring Board ‘may casicays to support proper funding
and allocation of the Foundation’s financial resourdesnphasis added]. This suggests a
level of operational involvement that we do not seeeggssary or desirable.

13(a) Do you believe that the Monitoring Board should have a more promineim toke

(b)

14

selection of the IASB Chair? Do you agree with the proposal that thenailele
involvement in establishing a set of publicly disclosed criteridHerChair, and
assessment of a short list of candidates against those criteria8ePbeavide reasons.

We agree that, given the profile of the IASB Chairrehs a role for the Monitoring Board
to play in the appointment of the IASB chair. We thinkgpropriate that the Monitoring
Board should review and provide recommendations to the IFRSd&ton Trustees on

the criteria for the IASB Chair and the process famducting the search and assessment of
candidates, to which the IFRS Foundation Trustees’ indepeiselection process would

be held accountable. The Monitoring Board should limisitbsequent involvement to
providing feedback on the IFRS Foundation Trustees’ assegf short-listed candidates
against those criteria. This approach should provide fanmgful input from Monitoring
Board members, while maintaining the independence of therdppoit itself.

Do you believe that the Monitoring Board should be given any furtheifispete in the
selection of the IASB Chair? In particular, should the Monitoring Board apptwe t
Trustees’ final selection? Please provide reasons.

Consistently with our response to Q 13(a), we thinktiatMonitoring Board should
review and provide recommendations to the IFRS Foundatigstdes on the criteria for
the IASB Chair and the process for conducting the seardrassessment of candidates, to
which the IFRS Foundation Trustees’ independent seleptmeess would be held
accountable. The Monitoring Board should limit its subsegmenivement to providing
feedback on the IFRS Foundation Trustees’ assessmenbflisted candidates against
those criteria. The explicit involvement of the Moning Board in the appointment of the
IASB Chair would politicise that appointment and compisenthe IASB’s independence.

Do you agree that the Monitoring Board’s responsibilities should explicitlyde
consultation with the Trustees as they further develop the framesveristire proper
balance in the composition of the IASB? Please provide reasons for your
agreement/disagreement.

The Memorandum of Understanding does not have any nefete the Monitoring
Board’s involvement with the composition of the IASB/e do not think an explicit
mention is necessary as this could impair the IASElependence. If the Monitoring
Board has concerns in this area, it already hashilieydao enter into dialogue with the
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Trustees, via the Nominating Committee, to discuss howithgtees discharge the
requirements of the IFRS Foundation Constitution wapect to the appointment of IASB
members.

The IFRS Foundation Constitution states that ‘the mgaalifications for membership of
the IASB shall be professional competence and pra&iqadrience’ (paragraph 25), and
in particular, IASB members must demonstrate ‘a higkllef knowledge and technical
competence in financial accounting and reporting’ (Annex,Jdpur view, the spirit of
paragraph 26 of the Constitution, that the geographicalaitm is subordinate to
professional competence and practical experience, sheuleflected in any operational
framework surrounding the composition of the IASB. We suppbe efforts of the
Trustees to balance the composition of the IASB, but tribiecexpense of the quality of
individual IASB members.

Do you agree with the proposal to consider establishing a permanent setrietathe
Monitoring Board to support its increasing roles in overseeing the goverradribe
standard-setter? Would you support this proposal even if it would require additional
financial contributions from stakeholders? Please provide reasons.

We think it premature to establish a permanent secretaridie Monitoring Board. We
think that the enhanced governance activities should d®e&eadlto be put in place first and
the real demands on the Monitoring Board’s members asbessed before the decision to
establish a permanent secretariat is taken. In tearmtthe Monitoring Board should
consider amending its Charter, in particular Article 8@Baccommodate a wider
distribution of secretariat services.

We also think it premature to combine the secretariatiseofFRSF Monitoring Board and
the IFAC Monitoring Group, given the quite distinct staadsetting bodies and
differences in their stakeholders. What is neededendd be welcomed is a greater
degree of coordination of meeting schedules. This coordmesio be achieved without
establishing a separate secretariat.

We do not entirely understand the context of ‘additidimaincial contributions from
stakeholders’, as there is no discussion in the Repotitdunding the work of the
Monitoring Board. We note that since the Monitoring Baarcbmposed of public
authorities, the funding of the activities of the indiv&l members of the Monitoring Board
is a matter for their respective jurisdictions, and Uguedtional legislatures.

Other issues

9

Do you believe that the current arrangements for the standard-settingspradequately
ensure the appropriate involvement of all relevant stakeholders and tmateaint public
policy objectives are taken into account? Please provide reasons for your
agreement/disagreement.

‘Ensure’ is not the right word, since the IASB cannahpel any organisation to
participate in its due process. However, Internatiéh@ncial Reporting Standards are
developed through a comprehensive due process that providetuog@s for input from
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17

a broad range of constituents and in different forrmmoent letters, public meetings and
meetings with stakeholders. This comprehensive due pracesgiconsuming but
necessary to ensure that the standards that resuftlaghauality and have general
acceptance.

In addition, we note and support the IASB’s efforts dterpast two years or so to
enhance its outreach activities, utilising a wide rangeroinfis, to engage with as many
interested constituents as possible. The level ofggaation in such activities
demonstrates that there is greater involvement of stédets in the development of
IFRSs, something that is an important ingredient to bath quality and global
acceptance.

The amendments to the IFRS Foundation’s Constitutianctrae into effect 1 March
2010 provide for a public consultation on the IASB’s agendigpaiorities. This
innovation is most welcomed and should be allowed to dpwahder the oversight of the
Trustees in the medium term.

Do you agree with the need for regular reviews, and the intertikeojears as a
benchmark? Should the reviews be aligned with the timing of the Foundation’s ethndat
Constitution reviews? Please provide reasons for your agreement/disagiee

Yes, we think that as the IFRS Foundation continuesvadve, regular reviews of its
governance should be undertaken and that the currentefarecycle is appropriate. This
cycle permits enhancements made by the previous reviegctorte established and for
constituents to become familiar with their operati@ince the activities and operations of
the IFRS Foundation Monitoring Board and the IFRS Foundaiie inevitably linked and
complementary, it would be helpful to constituenth @ two reviews were co-ordinated.
We would not wish to see a ‘joint review’, but a degreeosordination would be
desirable.

Other comments

Throughout our response, we have stressed that thedvingiBoard’s activities should
be those of governance over the IFRS Foundation.Midratoring Board should be
instrumental in the promotion of a single set of yghlity global financial reporting
standards, the benefits of which can only be achievée ihterpretation and application
of IFRSs worldwide are consistent with the principfethose standards. As liaison with
IOSCO and capital market authorities worldwide, we waricourage the Monitoring
Board to promote, through these constituency groups, achahsupport the
interpretation and application of IFRSs consistenh e principles in those standards on
a global basis. If diversity in an interpretatiarepplication of IFRSs among capital
market authorities is identified, the Monitoring Boardwddeencourage the capital market
authorities concerned to raise such issues with th8 IREerpretations Committee.
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