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July 25, 2011
The Trustees of IFRS Foundation
3() Cannon Street
London EC4M 6XH
United Kingdom

Dear Trustees

Comments on “Report of the Trustees’ Strategy Review”

We, the Financial Accounting Standards Foundation (FASF) and the Accounting Standards Board of
Japan (ASBI), appreciate the efforts by the IFRS Foundation in continuing a comprehensive review
of its strategy for its second decade to achieve the objective of establishing a single set of high
quality global accounting standards. We welcome the opportunity to comment on the Report of the

Trustees’ Strategic Review issued on April 28, 2011.

We consider that the Report, reflecting views of many constituents who commented on the “Status of
Trustees’ Strategy Review” issued on November 5, 2010, is generally appropriate as a summary of

the IFRS Foundation’s strategy for the next decade.

In addition, we appreciate that the Trustees’ strategy review will be coordinated with the conclusion
of the governance review concurrently undertaken by IFRS Foundation Monitoring Board and hope

their product would help clarify the IFRS Foundation’s strategy for the next decade.
Our comments on the four areas addressed by the recommendations are as follows:

1. Mission

We agree that the IASB should develop financial reporting standards that provide a faithful
representation of an entity’s financial position and performance, consistently with the objective of
financial statements set out in its Conceptual Framework. And we agree that doing so would
achieve ‘the confidence of all users of financial statements in the transparency and integrity of
financial reporting’, which is ‘critically important to the effective functioning of capital markets,

efficient capital allocation, global financial stability and sound economic growth’.

It is our understanding that, in the current process of developing IFRSs, perspectives of a wide

variety of market participants as users of financial statements, not only those of investors, are taken
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into consideration.

In achieving the IFRS Foundation’s long-term goal of developing a single set of high quality global
accounting standards, it would be necessary to address the issues such as consistency with the legal
framework and business practices in each jurisdiction and conflicts between the national sovereignty.

We believe that convergence 1s a practical solution to those issues and should be accepted as such.
2. Governance

We agree that the independence of the IASB in its standard-setting decision-making process, within
a framework of public accountability, must be maintained and that the existing three-tier structure is
appropriate from the viewpoint of ensuring the balance between the needs for public accountability
and the independence of the standard-setting process. In addition, in terms of enhancements in the
Trustees’ oversight role, we also agree with the recommendation that the Trustees will enhance the
role of their Due Process Oversight Committee to ensure that the Committee reviews the status of

the TASB’s due process on major projects periodically.

However, we see no significant problems in the existing three-tier governance structure and thus we
consider that the Foundation should be cautious in drastically expanding the membership of the
Monitoring Board or giving the Monitoring Board an expanded role in the IASB agenda setting or in

the selection of the IASB Chair.

Furthermore, considering that it would take a long time to achieve the goal of making IFRSs a single
set of global accounting standards accepted in the major markets in the world, we disagree with a
view that a decision on adoption of IFRSs by a particular country in a particular timing could lead to
a change in the proposed regional allocation of the IFRS Foundation Trustees and the IASB

members.
3. Process

We agree that a thorough and transparent due process is essential to developing high quality, globally
accepted accounting standards. We consider it necessary to make the most of functions of national
standard setters to ensure the development of high quality standards. From this viewpoint, we can
support the establishment of formalised co-operation arrangements as recommended in paragraph C4

of the Report.

In addition, to enhance the transparency of standard-setting process, we suggest that the IASB
should hear the views of many constituents including national standard setters from an early stage of

standard-setting and give them feedback about how those views have been reflected in the
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standard-setting process. Effect analyses are important also from this viewpoint.

Although we acknowledge the importance of the IFRS Foundation’s research capacity, it could be
covered to some extent by asking national standard setters for assistance. We disagree, therefore,
with an immediate establishment of a research section working full time, because of concern about a
bloated organisation and increased costs.  Utilization of the liaison office, which is to be established
in the Asia-Oceania region, for example, and others could be considered in undertaking works on

effect analyses and research.
4. Financing

As we pointed out in our comments on the consultation paper issued in November 2010, at present
contributions from countries are not necessarily made in accordance with the request of the IFRS
Foundation and this gives rise to its financial difficulty as well as a problem that contribution by
each country does not fairly reflect the country’s economic conditions. First of all, the Trustees

should positively respond to this problem as soon as possible.

Although the Report emphasises the importance of the funding that would ‘be on a long-term basis,
be publicly sponsored, be flexible to permit the use of differing mechanisms and to adjust to
budgetary needs, be shared among jurisdictions on the basis of an agreed formula, and to provide
sufficient organisational accountability’, we believe that the IFRS Foundation should refrain from a
drastic expansion of the scale of its budget until it sees a clear prospect of how to obtain such

financing.

Sincerely yours,
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Secretary General

Financial Accounting Standards Foundation (Japan)
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Tkuo Nishikawa

Chairman

Accounting Standards Board of Japan
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The Trustees of IFRS Foundation
30 Cannon Street

London EC4M 6XH

United Kingdom

Dear Trustees,
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Sincerely yours,

Hideo Takahashi
Secretary General

Financial Accounting standards Foundation (Japan)

Tkuo Nishikawa
Chairman

Accounting Standards Board of Japan
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