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30 Cannon Street 
London EC4M 6XH 
United Kingdom 
 

31 March 2009 
 
 
 
IASCF Review of the Constitution, Identifying Issues for Part 2 of the Review 
 
 
Dear Ms. Oyre: 
 
  
We appreciate the opportunity to comment on the International Accounting Standards Committee Foundation’s 
(IASCF’s or Foundation’s) Discussion Document, Review of the Constitution—Identifying Issues for Part 2 of the 
Review (the “DD”).  Since our adoption of IFRS approximately 10 years ago, we have watched with excitement as 
an increasing number of countries have recognized the benefits of IFRS—a set of high quality, understandable 
global accounting standards—and thus decided to mandate the adoption of IFRS in their respective jurisdictions.  
We believe that the US Securities and Exchange Commission’s 2008 decision to propose a formal plan for the 
eventual use of IFRS by all publicly listed companies in the US is a key milestone on the path to complete global 
recognition of IFRS.  We fully support the Foundation’s continuing efforts to strengthen its Constitution and its 
operating effectiveness. 
 
We believe that the global financial crisis has placed a tremendous amount of pressure on the Foundation and the 
IASB.  We believe that now more than ever the IASB’s independence must be safeguarded to ensure that the 
objective of the Foundation and the IASB is achieved: that is, the development of high quality accounting standards 
that provide users with the necessary information they need to make economic resource allocation decisions.  We 
encourage the Trustees to carefully consider any proposed changes to the Constitution that may inadvertently 
weaken the independent character of the IASB.     
 
For convenience, we have responded to the questions proposed in the DD in the body of this comment letter. We 
hope that the IASCF Trustees and staff find our comments to be useful.  We again thank the Trustees for providing 
us the opportunity to comment on part two of the constitutional review.  We would be happy to discuss our 
comments in more detail.  If the Trustees or its staff desire to do so, please contact Ralph Odermatt at +41 44 236 
8410 or Mike Tovey at +1 203 719 8164. 
 
 
 
UBS AG 
Ralph Odermatt  Michael Tovey 
Managing Director 
Group Accounting Policy  

 Executive Director 
Group Accounting Policy 
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Objectives of the organisation 
 
Question 1 
The Constitution defines the organisation’s primary objective in the following manner: 

to develop, in the public interest, a single set of high quality, understandable and enforceable global 
accounting standards that require high quality, transparent and comparable information in financial 
statements and other financial reporting to help participants in the world’s capital markets and 
other users make economic decisions 

In fulfilling that objective, the organisation is 

to take account of, as appropriate, the special needs of small and medium-sized entities and 
emerging economies 

Does the emphasis on helping ‘participants in the world’s capital markets and other users make 
economic decisions’, with consideration of ‘the special needs of small and medium-sized entities and 
emerging economies’, remain appropriate? 
 
The economic nature of transactions do not change based on the size of an entity (e.g., a sale of assets is a sale of 
assets regardless of scale).  Therefore, we do not believe that an entity’s scale should be a special consideration in 
developing International Financial Reporting Standards.  In addition, entities of all sizes that participate in public 
capital markets have legal obligations to provide investors with financial reports.  Again, we do not believe that an 
entity’s scale should dictate financial reporting requirements; that is, if an entity chooses to participate in public 
capital markets then it chooses to comply with those financial reporting requirements.  Therefore, IFRS reporting 
requirements should be the same for all such entities.   
 
We believe that IFRS are a set of high quality accounting standards designed to provide sufficient information for 
users to make economic resource allocation decisions.  We believe that investors in emerging economies have the 
same informational needs as investors in highly developed economies. 
 
Given the considerations in the above paragraphs, we think that the IASCF should specifically explain the meaning 
of the special needs referenced.  However, to reemphasize, we do not believe that economic scale changes the 
economic nature of transactions. 
 
 
Question 2 
In the opinion of the Trustees, the commitment to drafting standards based upon clear principles remains 
vitally important and should be enshrined in the Constitution. Should the Constitution make specific 
reference to the emphasis on a principle-based approach? 
 
We would support a reference in the Constitution to expand the objectives to include a principles-based notion.  
From a philosophical perspective, we believe that accounting standards should be designed to broadly deal with all 
transactions of a particular type.  Furthermore, we believe that accounting standards should provide enough 
detailed guidance to support consistent application of the principle to a majority of transactions of that particular 
type.  If the Trustees decide to include a reference to principles then we believe that reference also should be made 
to sufficient supporting guidance for consistent application. 
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Question 3 
The Constitution and the IASB’s Framework place priority on developing financial reporting standards for 
listed companies. During the previous review of the Constitution some commentators recommended that 
the IASB should develop financial reporting standards for not-for-profit entities and the public sector. 
The Trustees and the IASB have limited their focus primarily to financial reporting by private sector 
companies, partly because of the need to set clear priorities in the early years of the organisation. The 
Trustees would appreciate views on this point and indeed whether the IASB should extend its remit 
beyond the current focus of the organisation. 
 
We believe that not-for-profit entities and the public sector have unique financial accounting and reporting needs.  
We would not be opposed to the Foundation expanding its remit; however, we do not believe that the IASB is the 
appropriate body to provide guidance for not-for-profit entities and the public sector.  We would support the 
establishment of a separate standard-setting body, like the Governmental Accounting Standards Board in the US, to 
address the needs of those entities. 
 
 
Question 4 
There are other organisations that establish standards that are either based upon or have a close 
relationship with IFRSs. The IASC Foundation already recognises the need to have close collaboration 
with accounting standard-setting bodies. Should the Constitution be amended to allow for the 
possibility of closer collaboration with a wider range of organisations, whose objectives are compatible 
with the IASC Foundation’s objectives? If so, should there be any defined limitations? 
 
We believe that the independence of the IASB is paramount.  We believe that the current objectives allow for 
collaboration as long as such collaboration is consistent with those objectives.  We do not believe that it is necessary 
to enshrine the notion of collaboration in the Constitution.  However, we do believe that the notion of due process 
should be so enshrined.  We believe that without due process the objectives of the Foundation and the IASB cannot 
be achieved.  Consequently, we recommend that the following language (in bold) be added in Objective 2(a) of the 
Constitution: 

(a)  to develop thorough due process, in the public interest, a single set of high quality, understandable and 
enforceable global accounting standards that require high quality, transparent and comparable information in 
financial statements and other financial reporting to help participants in the world’s capital markets and other 
users make economic decisions. 

 
 
Governance of the organisation 
 
Question 5 
The first part of the review of the Constitution proposed the establishment of a formal link to a 
Monitoring Group. Under this arrangement, the governance of the organisation would still primarily rest 
with the Trustees. Although the first part of the review has not yet been completed, the Trustees would 
welcome views on whether the language of Section 3 should be modified to reflect more accurately the 
creation of the Monitoring Group and its proposed role. 
 
Yes, Section 3 of the Constitution should reflect the existence of the Monitoring Group and its proposed role.  In 
our letter to the Foundation, dated 19 September 2008, we argued that the Constitution should stipulate a set of 
minimum requirements that the Monitoring Group must satisfy to ensure that the IASCF’s objective of a link to 
public authorities is satisfied (a copy of that letter is attached as an appendix).  We believe that such requirements 
are needed to guarantee the operational independence of the IASCF and the IASB.  In particular, we believe that 
such requirements should include a statement that the Monitoring Group subscribes to and supports the objectives 
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of the IASCF.  Those requirements should stipulate that the Monitoring Group’s charter recognize the objectives of 
the IASCF and require that Monitoring Group members support those objectives.  In addition, such requirements 
should require that the Monitoring Group’s charter recognize that independent standard setting free of 
jurisdictional or other bias is critical in producing high quality accounting standards that appropriately reflect the 
economic position and performance of an entity.   Said differently, we would like to see an explicit 
acknowledgement in the Constitution that the Monitoring Group will safeguard the IASCF/IASB’s independence as 
that is the most basic requirement for high-quality standard setting. 
 
Our letter dated 19 September 2008 also suggests that the Trustees affirm that the Monitoring Group as organized 
satisfies the minimum requirements described.  We believe that such affirmation be included as a constitutional 
requirement. 
 
 
Trustees 
  
Question 6 
The Trustees are appointed according to a largely fixed geographical distribution. Is such a fixed 
distribution appropriate, or does the current distribution need review? 
 
We believe that the current fixed geographical distribution is fine.  We suggest that such distribution continue to be 
reviewed in the future through the Constitutional Review process. 
 
 
Question 7 
Sections 13 and 15 set out the responsibilities of the Trustees. The intention of these provisions is to 
protect the independence of the standard-setting process while ensuring sufficient due process and 
consultation—the fundamental operating principle of the organisation. In addition to these 
constitutional provisions, the Trustees have taken steps to enhance their oversight function over the 
IASB and other IASC Foundation activities. The Trustees would welcome comments on Sections 13 and 
15, and more generally on the effectiveness of their oversight activities. 
 
In general, we believe that Sections 13 and 15 are appropriate.  However, we believe that Section 15 should include 
an explicit statement to the following effect: 

(k) ensure that due process (including a public comment period) is followed for each standard issued by the 
IASB. 

As noted above, due process and public comment periods are requisite in producing high quality accounting 
standards.  As such, we feel that it should be explicitly addressed as a function of the Trustees.  
 
 
Question 8 
The Trustees are responsible for ensuring the financing of the IASC Foundation and the IASB. Since the 
completion of the previous review of the Constitution, the Trustees have made progress towards the 
establishment of a broad-based funding system that helps to ensure the independence and sustainability 
of the standard-setting process. (For an update on the funding status, see 
http://www.iasb.org/About+Us/About+the+IASC+Foundation/Funding.htm)                                
 
However, the Trustees have no authority to impose a funding system on users of IFRSs. The Trustees 
would welcome comments on the progress and the future of the organisation’s financing. 
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We recognize the progress that has been made in this area and encourage the Foundation to continue its efforts to 
expand the funding base consistent with the four principles discussed in the referenced update on funding status. 
 
 
International Accounting Standards Board 
 
Question 9 
Commentators have raised issues related to the IASB’s agenda-setting process. The Constitution gives 
the IASB ‘full discretion in developing and pursuing its technical agenda. The Trustees have regularly 
reaffirmed that position as an essential element of preserving the independence of the standard-setting 
process. However, they would welcome views on the IASB’s agenda-setting process and would 
appreciate it if, in setting out views, respondents would discuss any potential impact on the IASB’s 
independence. 
 
We think that no changes are necessary to the IASB’s agenda-setting process.  We would be opposed to any 
changes that would diminish in any respect the IASB’s full discretion over its technical agenda.  Agenda-setting 
authority is a key requirement for an independent standard-setting board such as the IASB.  The IASB has exercised 
its agenda-setting authority with prudence.  For example, we believe that the IASB has been responsive in 
addressing issues related to the global financial crisis.  It is extremely important that the IASB continue to be 
responsive to the many issues that may have implications for accounting standards.  Additionally, we feel that the 
IASB has acted responsibly with a clear understanding of the importance of its role in global capital markets.  
Consequently, we believe that no changes to the IASB’s agenda-setting authority are necessary.       
 
 

Question 10 
The Constitution describes the principles and elements of required due process for the IASB. The IASB’s 
procedures are set out in more detail in the IASB Due Process Handbook. If respondents do not believe the 
procedures laid out in the Constitution are sufficient, what should be added? If respondents believe that 
the procedures require too much time, what part of the existing procedures should be shortened or 
eliminated? The Trustees would also welcome comments on recent enhancements in the IASB’s due 
process (such as post-implementation reviews, feedback statements, and effect analyses) and on the IASB 
Due Process Handbook. 
 
We believe that the IASB’s due process procedures are complete and comprehensive – they are best-in-class.  They 
ensure that accounting standards are of high quality.  We believe that there are no circumstances that would 
warrant circumvention of those due process procedures. 
 
 
Question 11 
Should a separate ‘fast track’ procedure be created for changes in IFRSs in cases of great urgency? What 
elements should be part of a ‘fast track’ procedure? 
 
We would support ‘fast track’ due process procedures.  However, we believe that such procedures should have 
parameters regarding their use; that is, the decision to use fast track due process procedures should be carefully 
considered.  We would expect the use of those procedures to be rare, only when, in the IASB’s opinion, the benefit 
of providing near-term guidance outweighs the costs associated with a shortened standard-setting process. 
 
The most critical element of a fast-track procedure would be a public comment period to consider the draft 
accounting standard.  We think that a public comment period is a necessary element in producing high quality 
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accounting standards.  We believe that there are no circumstances that justify the circumvention of a public 
comment period. 
 
If fast-track procedures are established, certain changes may be required in the Constitution, for example, Section 
40 requires the IASB to consult with SAC in advance of IASB decisions on major projects.  In the event a major 
project is fast-tracked, there may be insufficient time to consult with the SAC given the current frequency of SAC 
meetings. 
 
 
Standards Advisory Council 
 
Question 12 
Are the current procedures and composition, in terms of numbers and professional backgrounds, of the 
Standards Advisory Council (SAC) satisfactory? Is the SAC able to accomplish its objectives as defined in 
Section 38? 
 
We believe that the current procedures and composition of the SAC are satisfactory and allow for the SAC to 
accomplish its objectives. 
 
 
Question 13 
Attached to this discussion document are the terms of reference for the SAC, which describe the 
procedures in greater detail. Are there elements of the terms of reference that should be changed? 
 
We have no suggestions for changing elements of the terms of reference. 
 
 
Other Issues 
 
Question 14 
Should the Trustees consider any other issues as part of this stage of their review of the Constitution? 
 
We have not identified further issues that should be addressed at this stage of the constitutional review. 
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Appendix 
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