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Proposal of the IASCF Trustees 
(November 2004) 

Commission position supported by the ARC 
(February 2004) 

Commission position supported by the 
ARC  
(FEBRUARY 2005) 

1) Whether the objectives of the IASC Foundation should expressly refer to the challenges facing small and medium-sized entities? 
To include specific mention of SMEs and 
emerging economies giving the IASB enough 
flexibility in addressing their special needs.  
 
However, this flexibility should not be interpreted 
as implying a separate set of accounting standards 
for SMEs based on different criteria. This 
decisionwould still be left entirely to the IASB. 

The Commission welcomes mentioning the needs of the SMEs 
in general, but the Constitution should give full recognition to 
the particularities of SMEs and not leaving it to the entire 
discretion of the IASB. 

The Commission recalls its position of February 
2004. 
 

2) Number of Trustees, their selection and their geographical and professional distribution 
a. To raise the number of Trustees from 19 to 

22. 
 
 
 
b. To raise the number of Trustees from 

Asia/Oceania (before Asia/Pacific) and other 
areas to six and four respectively (before, 
four and three). Overall geographical balance 
of all continents; 

 
c. The Trustees remain responsible for the 

selection of the Trustees when vacancies 
arise.  

 
 
d. To amend the description of Trustees’ 

qualifications as to relax the professional 
requirements. 

 

a. Number of Trustees should remain unchanged. The size 
of the Board already allows for the required diversity of 
views.  A larger Board would suffer from the same 
problems as the Standards Advisory Council (50 members) 
whose size is an impediment to its effectiveness. 

b. In the composition of the Board of Trustees, a clear 
preference should be given to those countries that apply 
IAS.  

 
 
 
c. There should be a very open and transparent due process on 

the selection of new Trustees and reappointments. More 
importantly, the Commission questioned who actually 
proposes and appoints the Trustees. 

 
d. No need for this change 

a. The Commission recalls its position of February 
2004. 
 
 
 
b. In the composition of the Board of Trustees, a 
clear preference should be given to those countries 
that apply IAS or have declared that they will make 
IAS mandatory in the near future. The Commission 
suggests to discussing this further. 
 
c. The Commission reaffirms its position. Trustees 
should not be able to appoint their successors.  
Other procedures should be developed. The 
Commission is open to discuss this further. 
 
d. The Commission can accept this. 

3) The oversight role of Trustees 
To amend their oversight role in order to clarify 
and emphasize their oversight role. To this end, 
the Trustees should: 

The Board of Trustees should: 
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a. consider, but not determine, the IASB’s 
agenda 

b. establish and amend the consultative 
arrangements and due process  

c. review compliance with the operating 
procedures, consultative arrangements and 
due process. 

 
d. The Trustees maintains their role as regards 

appointment and re-appointment of the IASB 
members. They do not propose any change to 
this respect 

a. set and prioritise the IASB work program.  
 
b. monitoring the IASB's due process.  
 
c. follow more closely the activities of the IASB so as to 

provide input and guidance in situations where the Board 
faces serious difficulties in obtaining acceptance of its 
proposals by users and preparers.  

d. Initiate the dismissal of the Chairman of the IASB if there 
are problems. There should be a transparent due process 
when selecting or reappointing IASB board members. 

 
 

a. The Commission requests that the IASBs work 
program is approved by the Board of Trustees 
b. and c. The Commission recalls its position of 
February 2004 
 
 
 
 
d. The Commission recognises that the Trustees are 
entitled to dismiss a member of the IASB under the 
current Constitution. 

4) Funding of the IASC Foundation 
To amend the Constitution to permit alternative 
funding arrangements. The proposal mentions the 
possibility of setting up various fee-based systems 
but does not give any details. 
 
The Trustees postpone the debate and leave it 
open. 

New issue. No comment in February 2004.. The Commission and Member States favour a 
stable and transparent funding mechanism that 
ensures the independence of the standard setter. It 
suggests discussing this further. 

5) The composition of the IASB 
a. The selection shall not be based on 

geographical criteria but the Trustees shall 
ensure that the IASB is not dominated by any 
particular constituency or geographical 
interest.  

 
b. To allow two Part-time members and to 

broaden the qualifications required for the 
IASB members. Technical expertise is 
replaced by professional competence and 
practical experience  

 

a. In the composition of the IASB Board, the Board of 
Trustees should give a clear preference to those 
countries that apply IAS. 

 
 
 
b. The Commission welcomes the proposal to broaden the 

qualifications for Board members as it will bring wider 
knowledge and a more realistic perspective to the Board's 
work by assessing the relevance of the technical input from 
a broader perspective.  

 
 

a. In the composition of the IASB Board, the Board 
of Trustees should give a clear preference to those 
countries that apply IAS or have declared that they 
will make IAS mandatory in the near future. The 
Commission suggests discussing this further. 
 
b. The Commission recalls its position of February 
2004 
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6) The appropriateness of the IASB’s existing formal liaison relationship 
To acknowledge that liaison activities are already 
conducted with a wide range of parties and to 
expand the range of organisations that the 
Constitution recognises to other bodies.  There is 
a reference to EFRAG in the document but it will 
not be mentioned in the Constitution..  
  
IASB holds liaison responsibilities. 

The Commission welcomes the proposal to extend the scope 
from national standard setters to other official bodies concerned 
with standard setting.  EFRAG role was not mentioned in our 
letter 
 
 

The Commission requests that EFRAG’s role is 
enhanced. 
The Commission considers that the EU should be 
more  involved in the setting of the convergence 
agenda discussion between FASB and IASB. 
EFRAG could also contribute more to the technical 
discussions. 

7) Consultative arrangements of the IASB 
a. To enhance the IASB’s consultative 

arrangements. IASB will be obliged to give 
reasons whenever they do not follow certain 
non-mandatory procedures (comply or 
explain). 

 
b. The IASB maintains full discretion over the 

development and pursuit of its agenda. 

a. The Commission welcomes the changes. However we 
consider it is important that the IASC Foundation and/or the 
IASB elaborate and publish a "Charter on Due 
Process", describing how they apply their procedures in a 
consistent manner. Trustees should ensure that the due 
process has been followed. 

b. The Board of Trustees should set and prioritise the IASB 
work program.  

 

a. The Commission welcomes the intention to 
publish a handbook compiling the existing 
consultation practices. It requests that the IASCF 
consults the public on a draft before taking a final 
deision. 
 
b. The Commission requests that the IASB’s work 
programme is approved by the Board of Trustees. 

8) Voting procedures of the IASB 
The Trustees propose to increase the voting 
requirements for an Exposure Draft, a Standard 
(IFRS), or Interpretation from 8 votes to 9 out of 
14 

The proposal is step to a right direction but it is not sufficient. 
10 members should vote in favour. Increasing the majority in 
the IASB would provide safeguards that standards are broadly 
acceptable. 

The Commission recalls its position of February 
2004. If a majority of 10 votes is not accepted, the 
Commission suggests discussing other safeguards to 
ensure broader acceptance. 

9) Resources and effectiveness of the International Financial Reporting Interpretations Committee (IFRIC) 
No change on this topic. The duties of IFRIC as defined in the Constitution are 

appropriate. However, the Commission would welcome an 
open and transparent review of IFRIC’s activities and the 
allocation of additional resources for the IFRIC in the 2005.  
 
The Constitution should clarify IFRIC’s role. Current 
situation is sometimes confusing for users and preparers as it 
seems that standards can be produced both by IFRIC and by the 
Board.  

The Commission’s position will depend on the final 
reform of IFRIC. 
In the composition of the IFRIC, a clear preference 
should be given to those countries that directly 
apply IAS. The Commission suggest s discussing 
this further. Along the same lines, more staff 
members should come from Continental Europe. 
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10) The composition, role, and effectiveness of the Standards Advisory Council (SAC) 
a. To separate the Chairman of the IASB and 

the SAC. 
 
b. No change in the number of members of 

SAC  

a. The SAC should become an independent and 
counterbalancing partner of the IASB.  

 
b. The SAC has currently 50 members. Its number should be 

reduced significantly in order to become a more 
effective and pro-active forum, an independent and 
counterbalancing partner of the IASB. Its composition 
should to give more emphasis to users of accounts. The 
SAC could draw on expertise in the market through the set-
up of ad hoc working parties.     

 
c. To become efficient and provide further added value, the 

SAC should meet more frequently, at least four times a 
year (now, three times a year, not enough, when compared 
to the meetings of the IASB, to once a month). This 
minimum frequency should be reflected in the Constitution. 

 
d. Its role should be strengthened; SAC should supplement 

and improve the quality of the IASB's work by providing 
advice on the application of the standards and their added 
value for users. 

 
e. The SAC should have more formal influence of the IASB 

agenda.  
 

a. The Commission recalls its position. 
 
 
b. The Commission welcomes the Trustees’ 
intention to decrease, outside the Constitution 
Review, the number of SAC members to 35 in 2005. 
 
 
 
 
 
c. The Commission recalls its position from 
February 2004. 
 
 
 
 
On d) and e), the Commissions maintains its 
position. In particular, the SAC should not only be 
able to advise the IASB but also the Board of 
Trustees, which should carry out a stronger public 
oversight. Direct communication between the Board 
of Trustees and SAC, such as on the IASB’s 
workprogramme, would strengthen the 
accountability of the IASB. The Commission 
suggests discussing this further. 

 


