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Dear Ms Oyre
IASCF Discussion Document: Review of the Constitution

I am writing on behalf of LIBA (the London Investment Banking Association) to comment
on the IASCF’s 8 December Discussion Document: Review of the Constitution — Identifying
Issues for Part 2 of the Review (the “DD”). LIBA is, as you know, the principal UK trade
association for firms active in investment banking and securities trading; a list of our
members is attached.

While it will be evident from our comments below that our members have considerable
confidence in the IASB’s due process, we welcome the current Review as a vehicle for
airing, and addressing, concerns raised by other stakeholders. We believe, however, that such
concerns are most likely to be allayed by the Board’s continuing and constructive
engagement, both formal and informal, with all significant stakeholders, rather than by any
substantive changes to the Constitution.

The adoption by the EU in 2002 of the IAS Regulation, under which all EU listed companies
have been required to report under 1AS (now IFRS) from 2005, was probably the single most
important event in the development of the IASB as it is today. While many other countries
have subsequently also adopted IFRS and still others, most notably including the US, are
considering moves in that direction, it seems likely that EU companies will form the largest
group of IFRS reporters, when measured by market capitalisation, for some time to come. At
least for the medium term, maintaining credibility across the EU is therefore likely to remain
extremely important for the IASB. It follows, we believe, that any suggestions from
significant EU stakeholders of possible shortcomings in the IASB’s due process should be
considered with particular care and should receive a full and detailed response.



Our responses to the specific questions on pages 6-8 of the ED are set out below.
Objectives of the organisation

1. Does the emphasis (of the Constitution) 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?

We agree that this emphasis remains appropriate.

2. Should the Constitution make specific reference to the emphasis on a principle-
based approach?

We believe it would be helpful for the Constitution to make specific reference to the
underlying principle-based approach.

3. The Trustees and the 1ASB 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 the IASB has been correct in limiting its focus so far on reporting by private
sector companies. To the extent that it may now be felt appropriate to extend this focus to
other types of entity, it is essential that any such extension does not compromise the
considerable amount of work that remains to be done for private sector companies.

4. 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?

It could be helpful to amend the Constitution in this way to allow for closer collaboration
with other organisations, such as other standard-setting and regulatory bodies, provided
however that any such extension does not result in any dilution of the IASB’s standard-
setting authority.

Governance of the organisation

5. 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.

Consistent with the view expressed in our 19 September 2008 letter commenting on the
July 2008 Discussion Document, we believe that the role of the Monitoring Group, and
the Memorandum of Understanding setting out its interaction with the Board, should be
exposed for public consultation. Once consensus has been reached, these points should
be reflected in an appropriately modified version of Section 3.



Trustees

The Trustees are appointed according to a largely fixed geographical distribution. Is
such a fixed distribution appropriate, or does the current distribution need review?

The geographic distribution set out in Section 6 should be subject to review from time to
time to ensure that it continues broadly to reflect “the world’s capital markets and a
diversity of geographic and professional backgrounds”. More importantly, it should be
made explicit that satisfying the geographic distribution condition should not be
subordinate to the overriding criteria for appointment as a Trustee which are set out in
Section 6: “firm commitment to the IASC Foundation and the IASB as a high quality
global standard-setter”, financial knowledge, and the *“ability to meet the time
commitment”.

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 I1ASB 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.

We find the responsibilities set out in Sections 13 and 15 to be sensible, and we believe
they broadly achieve a proper balance between independence and “sufficient due process
and consultation”. As noted above, however, there have been suggestions that some
classes of stakeholders have less confidence in the effectiveness of these measures and it
is of course entirely possible that similar concerns will arise in the future. It is therefore
important that these key provisions are subject to review from time to time to ensure that
confidence in the Board’s integrity and independence is sustained at as high a level as
possible.

The Trustees would welcome comments on the progress and the future of the
organisation’s financing.

We have no comment on the organisation’s financing.
International Accounting Standards Board

The Constitution gives the 1ASB ‘full discretion in developing and pursuing its
technical agenda’. The Trustees ... 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 believe it is essential to the future success of the 1ASB, and hence to continued
progress towards “a single set of high quality, understandable and enforceable global
accounting standards” that the Board retain full discretion over its technical agenda as
well as demonstrable independence from political pressures. It is however also essential
that the Board retain maximum credibility with all its key stakeholders, and it must
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therefore make every effort to ensure that criticisms from any stakeholder group receive,
and are seen to receive, full and balanced consideration.

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 1ASB’s due process (such as post-implementation reviews, feedback statements,
and effect analyses) and on the IASB Due Process Handbook.

We believe, as indicated above, that the IASB’s procedures are sensible, balanced and
effective; we also believe that they have been significantly improved over recent years
through the enhancements mentioned in the question, as well as the greater use of
roundtables and other supplementary ways, both formal and informal, of obtaining input
from those with particular knowledge of, and/or interest in, specific technical issues.
Consistent with our remarks at the beginning of this letter, we believe further
improvement is more likely to come through continued evolutionary development of
current processes than through any more formal changes to the defined procedures.

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?

A separate “fast track” procedure could be a useful weapon in the Board’s armoury, as
has been demonstrated by its rapid response to some of the problems exposed by the
current financial crisis. A fast track process, however, typically results in more limited
consultation, and the Constitution should therefore make it clear that its use must be
restricted to genuinely exceptional situations; the Board must, moreover, always ensure
that a reasonable minimum period is provided for public consultation.

Standards Advisory Council

. 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 feel the SAC has a useful role to play in providing a forum for the public discussion
of IASB agenda decisions, priorities and major projects, but we have no comments on its
current effectiveness.

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 comments on the SAC terms of reference.



Other issues

14. Should the Trustees consider any other issues as part of this stage of their review of
the Constitution?

We believe the key issues have been covered in this review.
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I hope the above comments will be helpful to IASCF and IASB in deciding how to take this
work forward. We would of course be very pleased to expand on any points which you may
find unclear.

Yours sincerely

-

lan Harrison
Director
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