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DPOC: Correspondence with BusinessEurope  

The papers for this agenda item are attached as follows: 

i. Staff report to the DPOC; 
ii. Business Europe’s letter of 11 June; 
iii. Business Europe’s original letter of 10 October 2011;  
iv. David Sidwell’s letter of 21 February 2012, plus IASB staff report
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To: Due Process Oversight Committee  
  
From: David Loweth  
 
Date: 29 June 2012 
 
Re: Correspondence: Response to a letter from Business Europe 
 

Introduction  

1. The purpose of this paper is to respond to the matters raised in a letter of 11 June 2012 
Business Europe sent to the Trustees raising concerns about certain aspects of the IASB’s due 
process, following earlier correspondence about the due process followed when the IASB 
developed IFRS 11 Joint Arrangements. 

Background 

2. In October 2011, Business Europe sent a letter to the Trustees raising concerns about 
several aspects of the due process followed when the IASB developed IFRS 11. A report 
from IASB staff responding to the matters raised in that letter was submitted to the 
Committee and considered at its meeting in January 2012. Following that meeting, David 
Sidwell responded to Business Europe on 21 February 2012 noting that the DPOC had 
discussed the report and was satisfied with the explanations provided to it by the staff. In that 
letter, David also highlighted that the Committee will keep in mind Business Europe’s 
concerns in its review of the Due Process Handbook.   

Business Europe’s latest letter 

3. In its latest letter, Business Europe notes that it is not convinced by several of the 
points raised by IASB staff in response to their October 2011 letter. However, it notes that it 
does not want to enter into further technical debate on the IASB’s staff feedback. Instead, the 
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latest letter focuses on aspects of due process which, in their view, are not addressed in the 
draft Due Process Handbook. These matters are considered below.  

Public discussions 

4. Business Europe believes that DPOC discussions should take place in public. In his 
DPOC Chairman’s report in the IFRS Foundation’s Annual Report 2011 David Sidwell 
highlighted that, during the course of this year, the DPOC will consider holding parts of its 
meetings in public session. Our plan is for the DPOC to discuss this at its October meeting. 
To my mind, there is a clear link to the proposals in the draft Due Process Handbook, in 
particular paragraph 2.15, which states that “The DPOC must operate transparently and with 
fair consideration of issues raised by stakeholders”.  

5. Business Europe also expresses a view that discussions about due process are difficult 
to follow and find on the website. In 2010 we established a dedicated DPOC section on the 
IASB website, which is accessible from the IFRS homepage via a ‘Quick Link’.  The DPOC 
landing page has links that allow an interested party to access DPOC related material, 
including pages dedicated to ‘Correspondence with third parties’, with a further sub-division 
between ‘Active’ and ‘Closed’ correspondence (the latter category includes the earlier 
correspondence with Business Europe). We have not reviewed the layout since these links 
were developed and if people are having difficulty finding material we should consider if 
there are better ways to present the information. I will ensure that we review the presentation 
of information on the DPOC pages and ask Business Europe if it has any specific suggestions 
as to how ease of access on the website might be improved.  

The role of the IASB 

6. Business Europe expresses its view that it should be for the IASB itself, rather than 
the staff, to respond to concerns raised on the due process. Paragraph 8.3 of the draft Due 
Process Handbook notes that it is the appropriate IFRS Foundation staff that prepare a report 
for the DPOC in response to complaints about due process, but this simply reflects our 
working arrangements for the concerns to be addressed in an effective and timely manner. 
The responsibility for due process remains very clearly that of the Board itself or the 
Interpretations Committee, as appropriate, and the fact that the Chairman and Vice-Chairman 
of the IASB attend the meetings of the DPOC and are answerable to the Committee on all 
aspects of due process is clear evidence of that.  

7. Business Europe expresses ‘regret’ that the DPOC does not think that Feedback 
Statements and Effect Analyses should be approved by the Board and plans to raise this in its 
response to the draft Due Process Handbook. I think we should look at how this is expressed 
in the draft Due Process Handbook.  I have discussed this with Alan Teixeira and he is 
working with the staff and Board to ensure that the potential effects of new IFRSs are 
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considered throughout the development of an IFRS and presented as part of the basis for 
conclusions.  I think the fact that effects should be considered throughout the development of 
a Standard is clear in the draft handbook but references to a separate Effect Analysis could 
suggest that it is a separate process.    

8. The Feedback Statement is intended to be drawn from the basis for conclusions.  
There should be nothing new in that document.  Similarly, any summary of the main effects 
of a new IFRS should be drawn from the effects analysis discussed by the Board.  I think it is 
important to give the IASB the flexibility to develop press releases, conference presentations 
and feedback statements without requiring formal sign-off by the Board.  I would be 
concerned if there are discrepancies between these communications documents and the 
formal IASB documents, but we should monitor that.    

9. The development of effect analyses is a new process for the IASB and has evolved 
since the first such summary was prepared in 2008.  I think the criticisms made by Business 
Europe would be more valid if we were at the end of the development phase.  But the IASB is 
still working on its methodology.  We are in the process of establishing an international 
consultative working group, chaired by the IASB, to help the IASB develop a robust process.  
I am confident that we will be able to address Business Europe’s concerns through the 
continuing work the IASB is undertaking and the establishment of the methodology group 
review.    

10. Business Europe also points out that it continues to think that they think that the IASB 
needs to have a more robust process in place to conclude on the necessity, or otherwise, of re-
exposure. This is in line with its earlier concerns that the changes in IFRS 11 from the 
Exposure Draft (ED 9) warranted a re-exposure. The draft Due Process Handbook 
(paragraphs 6.25 and 6.26) sets out the criteria the IASB has to address in considering 
whether there is a need for re-exposure, with any decision on whether or not to publish 
revised proposals for another round of comment being made in a public IASB meeting. It is 
would be helpful if Business Europe was asked to set out in more detail what it would like to 
add to the process of considering whether or not there should be a re-exposure.  

Confidentiality 

11. Business Europe acknowledges the difficulties we face in having a transparent 
process for outreach while respecting the need to maintain confidentiality, but believes it 
should be possible for the substance and conclusions drawn from outreach to be explained 
without endangering participants’ legitimate concerns about confidentiality. That is an issue 
the IASB is grappling with, especially in relation to how the results of focused consultation 
with investors should be summarised and considered and assessed. But Business Europe 
raises a valid point in how the results are reported of any outreach (not just with investors) 
are summarised and the conclusions drawn from them. For example, the sections in the draft 
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Due Process Handbook on fieldwork and public hearings are silent on how the results of such 
activities are reported to, and assessed by, the Board.  

Business Europe’s overall comment 

12. In its covering letter, Business Europe states its view that “issues are of such 
importance that some immediate changes to the process should be envisaged by the 
Trustees”. I agree that the issues are important, but my preference is to consider them in the 
context of the review of the draft Due Process Handbook, which is consistent with the line in 
David Sidwell’s letter of 21 February.  
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