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DRSC e. V. e Zimmerstr. 30 « 10969 Berlin Telefon +49 (0)30 206412-11
Telefax +49 (0)30 206412-15
Tamara Oyre E-Mail knorr@drsc.de

Assistant Corporate Secretary
IASC Foundation

30 Cannon Street

London EC4M 6XH

United Kingdom

Berlin, xx November 2009

Dear Ms. Oyre,

Re.: ASCG/GASB Comments on “Proposals for Enhanced Public Accountability”

On behalf of the Accounting Standards Committee of Germany (ASCG) and the German
Accounting Standards Board (GASB) we are writing to comment on the IASCF ‘Proposals for
Enhanced Public Accountability’. The ASCG and the GASB appreciate the opportunity to
comment on the proposals.

Yours sincerely

Neubuerger Knorr
Accounting Standards German Accounting
Committee of Germany Standards Board
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Appendix 1:

ASCG and GASB comments on the questions raised by the IASCF in the
“Proposals for Enhanced Public Accountability”

Question 1

The Trustees seek views on the proposal to change the name of the organisation to
the ‘International Financial Reporting Standards Foundation’, which will be
abbreviated to ‘IFRS Foundation’.

The Trustees also seek views on the proposal to mirror this change by renaming the
International Accounting Standards Board (IASB) as the International Financial
Reporting Standards Board, which will be abbreviated to ‘'IFRS Board’.

ASCG and GASB support the change in hame for both the International Financial Reporting
Standards Foundation and the International Financial Reporting Standards Board.

Question2

The Trustees seek views on the proposal to replace all references to ‘accounting
standards’ with ‘financial reporting standards’ throughout the Constitution. This
would accord with the name change of the Foundation, the Board and the formal
standards developed by the IASB - International Financial Reporting Standards
(IFRSSs).

Do you support this change?

ASCG and GASB support this change.

KOMMENTAR FUR HERRN NEUBURGER:

Wenn es ein Problem bei der Namensgebung rund um das DRSC gibt, ist es moglicherweise
das Deutsche im DRSC, was andeuten kann das der Verein sich mit deutscher
Rechnungslegung und nicht mit Rechnungslegung in Deutschland beschéftigt. Das haben
wir bereits zum Anlass genommen, die englische Bezeichnung (hier fehlt der grammatische
Hinweis des “das” Committee, um eindeutig das ‘D’ auf die Organisation, nicht die
Rechnungslegung zu beziehen) in Accounting Standards Committee of Germany (also das
‘D’ nach hinten, nicht in Zusammenhang mit der Rechnungslegung) zu andern. Beim
Deutschen Standardisierungsrat bezieht sic das ‘D’ im Zweifel auf die Personen, bei den
Deutschen Rechnungslegungs Standards passt es zur HGB Grundlage, beim
Rechnungslegungs Interpretations Committee haben wir das ‘D’ gar nicht erst dabei.

Question 3
The Trustees seek views on their proposal to change section 2 as follows:
The objectives of the tASC IFRS Foundation are:
(a) to develop, in the public interest, a single set of high quality, understandable, and
enforceable and globally accepted aeeeunting financial reporting standards that

require high quality, transparent and comparable information in financial
statements and other financial reporting to help participants in the world’s capital
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markets and other users make economic decisions;
(b) to promote the use and rigorous application of those standards;

(c) in fulfilling the objectives associated with (a) and (b), to take account of emerging
economies and, as appropriate, the special needs of small and medium-sized
entities and emerging economies; and

(d) to bring about convergence of national accounting standards and-tnterhational
Aceounting-Standards—and International Financial Reporting Standards (IFERSs,
being the standards and interpretations issued by the IFRS Board) to high quality
solutions.

Do you support the changes aimed at clarity?

ASCG and GASB see clarity being achieved with all changes proposed except for ‘globally
accepted’. The explanatory text states that inserting the word ‘accepted’ after globally would
reflect the fact that relevant public authorities must take the decision to adopt the standards if
they are to become universally accepted. Although we support acknowledging the fact that
adoption by relevant public authorities has to be effected, we do not see this message
reflected in the word ‘accepted’; acceptance can take place on a voluntary basis too.

Question 4

The Trustees seek views on the proposal to amend section 3 of the Constitution as
follows:

The governance of the tASC IFRS Foundation shall primarily rest with the Trustees and
such other governing organs as may be appointed by the Trustees in accordance with the
provisions of this Constitution. A Monitoring Board (described further in sections 18-23) shall
provide a formal link between the Trustees and public authorities. The Trustees shall use
their best endeavour to ensure that the requirements of this Constitution are observed,;
however, they are-empowered-to may make minor variations in the interest of feasibility of
operation if such variations are agreed by 75 per cent of all the Trustees.

Do you support this clarifying amendment?

While ASCG and GASB agree with the amendment, it remains to be seen how the
interaction between the Monitoring Board and the Trustees work in practice, if indeed the
governance of the IFRS Foundation will rest with the Trustees.

It is not obvious to us why the second sentence starts with ‘A’ Monitoring Board while the
header of section 18 refers to ‘The’ Monitoring Board as do all other references to the
Monitoring Board.

Question 5

The Trustees seek views on the proposal to amend section 6 of the Constitution as
follows to include one Trustee from each of Africa and South America:

All Trustees shall be required to show a firm commitment to the IFRS {ASE Foundation and
the IFRS Board {ASB as a high quality global standard-setter, to be financially
knowledgeable, and to have an ability to meet the time commitment. Each Trustee shall
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have an understanding of, and be sensitive to, the challenges associated with the adoption
and application of high quality global aceeunting financial reporting standards developed for
use in the world’'s capital markets and by other users. The mix of Trustees shall broadly
reflect the world’'s capital markets and diversity of geographical and professional
backgrounds. The Trustees shall be required to commit themselves formally to acting in the
public interest in all matters. In order to ensure a broad international basis, there shall be:

(a) six Trustees appointed from the Asia/Oceania region;
(b) six Trustees appointed from Europe;

(c) six Trustees appointed from North America; and

(d) one Trustee appointed from Africa;

(e) one Trustee appointed from South America; and

(f) &) two feur Trustees appointed from any area, subject to maintaining establishing overall
geographical balance.

Do you support the specific recognition of Africa and South America?

The ASCG and GASB agree with the specific recognition of Africa and South America.

Question 6

The Trustees seek views on the proposal to amend section 10 of the Constitution as
follows to allow up to two Trustees to be appointed as vice-chairmen of the Trustees.

The Chairman of the Trustees, and up to two Vice-Chairmen, shall be appointed by the
Trustees from among their own number, subject to the approval of the Monitoring Board.
With the agreement of the Trustees, regardless of prior service as a Trustee, the appointee
may serve as the Chairman or a Vice-Chairman for a term of three years, renewable once,
from the date of appointment as Chairman or Vice-Chairman.

Do you support the constitutional language providing for up to two Vice-Chairmen?

ASCG and GASB agree with providing for up to two Vice-Chairmen of the Trustees.
However, there should be a clear division of duties.

Question 7

The Trustees seek views on the proposal to make no specific amendments to
sections 13 and 15, but to address the valid and important concerns raised by
commentators by way of enhanced accountability, consultation, reporting and
ongoing internal due process improvements.

While the ASCG and GASB agree that the constitution already provides the Trustees with
the powers to ensure that their oversight functions are carried out effectively, it remains to be
seen if the necessary enhancement of public accountability will be achieved.

Question 8

Section 28 would be amended as follows:
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The tASB IFRS Board will, in consultation with the Trustees, be expected to establish and
maintain liaison with national standard-setters and other official bodies eencerned with an
interest in standard-setting in order to assist in the development of IFRSs and to promote

the convergence of national accounting standards and interratioral-Accounting-Standards
and-nternational-Financial-Reporting-Standards IFRSs.

Do you support the changes aimed at encouraging liaison with a broad range of
official organisations with an interest in accounting standard-setting?

In general, ASCG and GASB agree with encouraging liaison with a broad range of
organisations. It should be clear though that the IFRS Board cannot delegate its standard-
setting function, rather accept assistance only. The reconstituted SAC already links the IFRS
Board with a broad range of organisations with an interest in standard-setting; therefore, the
scope for finding new allies should be limited.

Question 9

The Trustees seek views on the proposal to amend section 30 of the Constitution as
follows to permit the appointment of up to two Board members to act as vice
chairmen of the IASB.

The Trustees shall appoint one of the full-time members as Chairman of the {ASB IFRS
Board, who shall also be the Chief Executive of the tASC |[FRS Foundation. Sre Up to two
of the full-time members of the 1ASB IFRS Board shall may also be designated by the
Trustees as a Vice-Chairman, whose role shall be to chair meetings of the tASB IFRS Board
|n the absence of the Chairman or to represent the Chairman in external contacts i-drusual

. The appointment of the Chairman and the designation as
Vice-Chairman shall be for such term as the Trustees decide. The title of Vice-Chairman
would not imply that the individual member (or members) concerned is (or_are) the
Chairman-elect.

ASCG and GASB agree with providing for up two Vice-Chairman of the IFRS Board.
However, there should be a clear division of duties.

Question 10

The Trustees seek views on the proposal to amend section 31 to allow for altered
terms of appointment for IASB members appointed after 2 July 2009.

The proposed amendment is to allow for Board members to be appointed initially for
a term of five years, with the option for renewal for a further three-year term. This will
not apply to the Chairman and Vice-Chairman, who may be appointed for a second
five-year term. The Chairman or Vice-Chairman may not serve for longer than ten
consecutive years.

The proposed amendments to section 31 are as follows:

Members of the tASB IFRS Board appointed before 2 July 2009 shall be appointed for a
term of up to five years, renewable once for a further term of five years. Members of the
IFRS Board appointed after 2 July 2009 shall be appointed initially for a term of up to five
years. Terms are renewable once for a further term of three years, with the exception of the
Chairman and a Vice-Chairman. The Chairman and a Vice-Chairman may serve a second
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term of five years, but may not exceed ten years in total length of service as a member of
the IFRS Board.

Do you support the change in proposed term length?

ASCG and GASB do not agree with the change proposed. We believe that all members of
the board should have the same terms, that there should be no ‘first and second class
citizens'. However, there should be a provision that in extremely rare cases the term of a
board member could be extended if necessary to maintain the IASB’s capacity to act.
There seems to be the following inconsistency in drafting:
the text leading up to question 10 talks about ‘for an initial term of five years’, the text
of question 10 ‘initially for a term of five years’, the marked copy of section 31 ‘initially
for a term of up to five years’. We assume that the marked text of section 31
including ‘up to’ is to be retained.

Question 11

The Trustees seek views on the proposal to insert in section 37 (to become section
38) of the constitution an additional subsection as follows to allow the Trustees, in
exceptional circumstances, to authorise a shorter due process period. Authority
would be given only after the IASB had made a formal request. The due process
periods could be reduced but never dispensed with completely.

The IASB IFRS Board shall:

(a)

(b)

(c) in_exceptional circumstances, and only after formally requesting and receiving prior
approval from the Trustees, reduce, but not eliminate, the period of public comment on
an_exposure draft below that described as the minimum in the Due Process
Handbook.

ASCG and GASB strongly support providing for exceptional circumstances, but retaining a
minimum period for due process.

Question 12

The Trustees seek views on the proposal to amend section 37(d) (to become section
38) of the Constitution as follows to expressly provide that the IASB must consult the
Trustees and SAC when developing its technical agenda.

The 1ASB IFRS Board shall:

{e)}(d) have full discretion in developing and pursuing the technical agenda of the 1ASB
IFRS Board, after consulting the Trustees (consistently with section 15(c)) and the SAC
(consistently with section 44(a)), and over project assignments on technical matters: in
organising the conduct of its work, the tASB IFRS Board may outsource detailed research or
other work to national standard-setters or other organisations;

ASCG and GASB strongly support to expressly provide that the Board must consult the
Trustees and the SAC when developing its technical agenda and to amend the Due Process
Handbook accordingly.
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Question 13

Trustees seek views on the proposal to make no amendment to sections 44 and 45
(renumbered as 45 and 46), which are the provisions relating to the SAC, at this time.

ASCG and GASB agree with not amending the sections relating to the SAC at this time as it
would be premature after implementing changes only earlier this year.

Question 14

The Trustees seek views on the proposal to amend section 48 by removing specific
staff titles and replacing it with the term ‘the senior staff management team’.
Accordingly section 49 should be deleted.

The Trustees also seek comments on the proposal to update the Constitution by
removing all historical references that relate to when the organisation was
established in 2001.

ASCG and GASB support the changes proposed to section 48 and 49.

While we support removing all historical references, we fail to see why section 33 ‘The terms
of appointment of members of the IFRS Board shall be staggered so that not all members
retire at once’ is kept. The current structure of terms would rarely lead to more than three
members retiring in one given year.
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