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Background

This Memorandum relates to a generd understanding between the Internationd
Accounting Standards Board® (IASB) and other accounting standard-setters. It is
particularly relevant to standard-setters in jurisdictions that have adopted or converged
with IFRSS?, or are in the process of adopting or converging with IFRSs. It identifies
respongbilities that the IASB and other standard- setters should use their best
endeavours to fulfil in the interests of facilitating the ongoing adoption of or
convergence with IFRSs. It is acknowledged that some accounting standard- setters
may find it difficult to meet certain of those responghilities with the resources & thelr
disposal, but would use their best endeavours to do so.

The responghilities are highlighted in bold italics at the end of each section (and are
aso listed in an Appendix). In some cases these are new or different from the manner
inwhich the IASB and other accounting standard-setters have conducted their activities
inthe past. In other cases the proposed responsibilities are a confirmation of practices
that have been undertaken for sometime.

This Memorandum assumes that the ultimate aims of the |ASB and other accounting
standard-setters are (within reasonable cost congtraints):

(& todeveop, inthe public interest, asngle set of high quality, understandable and
enforceable globa accounting standards that require high quality, trangparent and
comparable information in financid statements and other financid reporting to
help participantsin the world's capital markets and other users make economic

decisons,

(b) to promote the use and rigorous application of those standards; and

1 ThisMemorandum also relatesto the International Accounting Standards Committee Foundation (IASCF) in

respect of education.

2 International Financial Reporting Standards (1FRSs) are defined as Standards and I nterpretations adopted by

the International Accounting Standards Board (IASB). They comprise:
(a) International Financial Reporting Standards;
(b) International Accounting Standards; and

(c) Interpretations originated by the International Financial Reporting Interpretations Committee (IFRIC) or

the former Standing Interpretations Committee (SIC). [IFRS 1 First-time Adoption of International
Financial Reporting Standards, Appendix A]

However, where necessary to enhance readability, separate reference is made to Interpretations.
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(¢) tobring about convergence of nationa accounting standards and IFRSs to high
quaity solutions®

The responghilitiesidentified in this Memorandum are key areas of responsbility in
building and maintaining the relationship between the IASB and other accounting

standard-setters in order to achieve these aims for the benfit of condtituents.

Working with regulators

Financid reporting regulation in many jurisdictionsis linked to other forms of

regulation. For example, accounting standards may be given legal status under
legidation that so sets out a broad framework for financid reporting. It isimportant
that accounting standard- setters identify and ded with any domestic regulatory barriers
to adopting or converging with IFRSs, such as legidative impediments. In many cases,
thiswill require the co-operation of domestic regulators (including relevant legidators).

In many juridictions, financia reporting regulaion isthe first form of regulation thet is
being harmonisad or is converging internationaly. Accounting sandard-setters should
keep their domestic regulators (that regulate in areas related to financid reporting)
informed of relevant IASB initiatives and encourage those regulators to participate in
internationa convergence effortsin their own regulatory areas. Thismay help to
remove potentia barriersto adopting IFRSs, because there are sometimes linkages
between financid reporting and other regulatory reporting. Thisis not to say thet &l
forms of reporting need to converge, since they will often be different to suit different
objectives.

Accounting standard-setters, not the | ASB, should take the prime responsibility for
identifying and dealing with domestic regulatory barriersto adopting or converging
with |FRSs.

3 These arethe objectives outlined in the |ASCF Constitution at paragraph 2.

4 The prime constituents of the |ASB and national standard settersinclude the users of financial reports,
including securities analysts, listed companies and other issuers of securities, their auditors and regul ators.
In some countries, the constituents of national standard-setters also include other types of reporting entities,
such as unlisted companies and not-for-profit entities in the public and private sectors, and their auditors,
regulators and other users of that financial information.
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Accounting standard-setters, not the | ASB, should encourage national and regional
regulatorsto participate in international convergence effortsin their own regulatory

fields where thiswould help to facilitate financial reporting convergence.

Communication

Because of the large number and wide variety of the IASB’s condtituents, the IASB is
likely to have difficulty in communicating fully with dl of its relevant condituencies.

Accounting standard- setters around the world have an important role in communiceting
the work of the IASB to their constituents through educational and promotiona
activities, including publishing and/or digtributing IASB consultative documentsin

their jurisdictions, and providing the IASB with feedback.

Constituent feedback

Accounting standard- setters should encourage their condtituents to comment on |IASB
consultative documents direct to the IASB aswell asto the nationd or regiond
standard-setter.

Forms of communicating views other than comment |etters are increasingly important

in gathering views, including forums such as round-tables on specific issues.

Accounting standard- setters should use these forums as a mechanism for encouraging
their condtituents to participate in the IASB’ s Sandard- setting process, particularly
those condtituents who might not otherwise make their views known. Where
practicable, the IASB should make Board members and saff available to facilitate these

forums.

Accounting standard- setters should be involved in round-tables and other forums
organised by the IASB in ther jurisdictions, and at the regiond or globd level where
thisis practicable and rlevant. They can asss the IASB in identifying congtituents

who should be involved and issues of particular relevance to congtituents.

Without limiting the direct communication of ideasto the |ASB, accounting standard-
Setters have an important role in communicating the views and ideas of their
congtituents to the |ASB through the consultation process—providing a focus for

views. Other organisations, such as representative bodies, may aso contribute to this
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process. Standard- setters should make their own submissionsto the IASB on
consultative documents, preferably with the benefit of having considered the comments

from their own condtituencies.
Communication among accounting standard-setters

Accounting standard- setters should aso communicate with one another, particularly
when thereis an issue of common interest. The IASB does not have the resources to be
the only communication link between other accounting Sandard- setters. It may, for
example, be hdpful if Sandard- setters with a common problem requiring interpretation
formulate ajoint proposal for consideration by the IASB or the IFRIC. The |lASB
should facilitate such communication links by maintaining a database of issues reported
by accounting standard-setters or others. The database should be updated regularly and
should be easily accessible by standard-setters. 1t would potentialy be awaste of
resources for a standard-setter to work in isolation on an issue when other
standard-setters or the IASB are already considering the issue. The database should
include those issues that the IFRIC agenda committee and the IFRIC have consdered

and regjected on the basis that the answer is clear or is unsuitable for interpretation.

Accounting standard- setters working together will often be able to develop a deegper
understanding of the issues than if they were to function on a bilateral bass through the
IASB on dl matters, since they will have the rlevant local knowledge and ready access
to the congtituents who raise the issues. By developing this deeper understanding,
standard-setters may better work through and refine their issues for consideration by the
IASB or the IFRIC.

Timing

It isimportant for the |ASB to provide sufficient timein relation to consultative
documentsto alow other standard-setters to prepare additional relevant material
required to place the IASB documents in the nationa or regional context, expose the
IASB documents in their jurisdictions, receive comment from their congtituents and
formulate their own views with the benefit of condtituents comments. Any additiona
materid should be designed to help stimulate debate.
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It is acknowledged that the IASB cannot wait for the dowest of processes to be
completed, and it is aso the respongbility of other standard-setters to streamline their
processes to the extent possible, which in some cases may require increased resources
to be committed. The time available to those tandard-setters relates to the time
between knowing the final 1ASB proposals and the end of the IASB comment period.
If astandard- setter were able to monitor closely a developing Exposure Dréft, this
would facilitate the preparation of any additiond relevant materid in time for the
comment period. However, trandation into languages other than English can often be
undertaken only using thefind text of an Exposure Draft, which limits the time

available for other standard-setters.
A credible process

Each accounting standard- setter should be well placed to know the needs of its
domestic congtituents and:

(@ toexplainthework of the IASB to its condtituents in an effective way; and
(b) toexplan the concerns of its condtituentsto the IASB.

The standard- setting environment that the IASB helps to creste should be one that
encourages critical analysis of the IASB’ s proposals, and provides an open, transparent
and credible standard-setting process. Standard- setters should make the IASB aware of
any technicd differences of opinion they have with aproject as early as possible in the
life of aproject. This may mean that the distribution of draft IASB technical papers

will need to be extended—a o refer to section 5 of this Memorandum.

Work programme

The IASB’swork programme is likely to be akey areain which other accounting
standard- setters can channdl the views of congtituents in a congtructive manner.

The IASB itsdf would be unable to ded with every interested individua condtituent’s
case for deding with atopic. Other standard- setters should seek the views of thelr
condtituents on work programme priorities and are idedly placed to collect and

summarise these in an gppropriate technica context for consderation by the IASB.
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In providing input to the IASB’ swork programme, the standard- setters should be able
to approach the IASB direct.

In the interests of facilitating useful discussion about the IASB’ s work programme, the
IASB should ensure that its congtituents and other accounting standard-setters are kept
informed of current developments, the likely forward work programme and proposed
timing of key dages.

The I ASB should ensure that it makes relevant information available on a timely
basis so that other standard-setters can be fully informed of the | ASB’ s activities and

plans.

The Il ASB should maintain an up-to-date database of technical issues reported by
accounting standard-setters and others that is accessible to the standard-setters.
National and regional standard-setters should consult one another on issues of
common interest and formulate joint proposals for consideration by the |ASB or the

IFRIC. (Seealso section 7 on Interpretations.)

The | ASB should provide sufficient timein relation to consultative documents to
allow other standard-settersto prepare any additional relevant material required to
place the |ASB documentsin the national or regional context (including translation
from English), expose the |ASB documentsin their jurisdictions, receive comment
from their constituents and formulate their own views with the benefit of

constituents’ input.

The IASB should encourage critical analysis of its proposals, and provide an open,

transparent and credible process for arriving at its conclusions.”

Accounting standard-setters should encourage their constituents to communicate
their technical views direct to the |ASB, as well asto the national or regional
standard-setter.

5 Asnoted in paragraph 1.2, some of the responsibilities are a confirmation of practices that have been
undertaken for sometime. The lASCF Constitution and the IASB Preface outline a commitment to an open
and credible process.
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Accounting standard-setters should be a key channel for information flowing to the
I ASB from government agencies, politicians and otherswho are engaged in

non-technical debate.

Accounting standard-setters should use relevant forums such as round-tables on
specific issues as a mechanism for encouraging their constituents to participatein
the | ASB’ s standard-setting process, particularly those constituents who might not
otherwise make their views known. Where practicable, the | ASB should make Board

members and staff available to facilitate these forums.

Accounting standard-setters should make the | ASB aware of any technical
differences of opinion they have with a project as early as possible in thelife of a

project.

Project role

By agreement, accounting standard-setters should work on selected projects with the
IASB, without the IASB losng its independence. ThelASB is developing amodd
under which there are two types of direct involvement in the IASB’ s project work:

(@ involvement ina‘research project’ alone or, in partnership with ateam of other
standard-setters (either as aleader of the team or as team member), under the
quidance of IASB staff and selected Board members.

(b) involvement ina‘project team’ of standard-setters on an active project under the
direction of IASB and/or FASB staff.®

In relation to (a), the team could comprise arange of accounting standard- setters, some
of who will be more experienced than others. Thisisimportant in enabling awide

group to be involved in the IASB’ swork, thereby gaining the benefit of awide range of
views and helping to spread acceptance of the IASB’swork. Team members could be
members of the boards or aff of accounting standard- setters. All team members
should be in a position to contribute to the project. The projects may relate to standards
or to interpretations.

6 ThelASB plansto havejoint projectsthat will beled by IASB staff or by the staff of the United States’
Financial Accounting Standards Board.
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A nationd or regiond standard-setter is not prevented from carrying out research or
developing thinking on atopic that has not currently been identified by other

standard setters as a current priority, and then providing the results of that work for
consderation by others. For there to be an expectation that those materials would be
considered by others there would need to be some advance agreement that the topic is
worthy of consderation and that the other standard-setters have acommon interest in

the topic.

The direct involvement of other Sandard- settersin the IASB’ s projectsis important to
ensure that awide range of views and idess is consdered in the early stages of the
development of a project.

Accounting standard- setters wishing to be involved directly in the IASB’ s projects need
to have the capacity to make an effective contribution.

The IASB establishes working groups for some projects, and invites constituents to
nominate candidates for membership of these groups. The working groups are a source
of expert advice and ideas for the IASB and FASB g&ff in progressing a particular
project. Accounting standard-setters may be in a good position to promote the role of a
working group member in ther jurisdictions by identifying and encouraging suitable
individuas to nominate and, if appointed, to liaise actively with those individuals and
assist them when needed.

The I ASB should, subject to the work being available, provide opportunities to other

accounting standard-setters to be involved with 1 ASB projects as follows:

(@ involvementin a ‘research project’ aloneor, in partnership with a team of
other national or regional standard-setters (either as a leader of theteam or as
a team member), under the guidance of | ASB staff and selected Board
members.

(b) involvementin a‘project team’ of national or regional standard-setters on an
active project under the direction of | ASB staff and/or FASB staff.

Accounting standard-setters should, subject to resources being available, undertake

research work with the | ASB and be involved in project teams. Once a
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standard-setter is committed to a project, it should remain in a position to make an

effective contribution to the project.

Accounting standard-setters should promote the role of a working group member in

their jurisdictions and encourage suitable individuals to nominate themsel ves.

Comment role on | ASB consultative documents

The views of nationa or regiond standard- setters can be a valuable source of
independent thought to complement the comments of those who have afinancid
interest in the outcome of a project. Accounting standard- setters should provide
comments to the IASB on consultative documents such as Exposure Drafts and
Discussion Papers, preferably from the board of the standard- setter. However, if time
does not permit board-leve input, comment from gaff of the standard- setter should be
provided.

If an accounting standard- setter is unable to comment on each consultative document, it
should focus on those projects that are of particular importance to its condtituents, or on
which that tandard-setter considersit can best contribute.

It may dso be hepful for accounting standard- setters to comment on other IASB
papers, such as issues papers, draft Discussion Papers and draft Exposure Drafts where
they condder that the IASB would benefit from their input at an early sage. However,
it may not be practicable for a standard-setter to comment on al such papers or for the
IASB to digest input to a project at this stage.

Accounting standard-setters should provide timely comments to the | ASB on
consultative documents, particularly on those projects that are of particular
importance to their constituents, or on which the standard-setter considersit can best

contribute.

Application of standards

From the viewpoint of some accounting standard- setters, the standard- setting process
does not end with the issue by the IASB or the IFRIC of an IFRS or an IFRIC
Interpretation. Some standard- setters may be required to undertake one or more of the
fallowing processes in adopting IFRSs:
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(& condder whether each standard meets specified criteria set out in loca
legidation;

(b) endorse the standards for the local regulatory framework;
() present the standards for parliamentary approval.
Therefore, adopting IFRSsis an ongoing process in many jurisdictions.

Accordingly, there is a need for alead-time to be provided by the IASB to dlow other
standard-setters to perform these functions so that they have every opportunity to
establish and maintain a st of nationd or regiona standards that enable their
congtituents to continue to make an unreserved statement of compliance with IFRSs.
IAS 1 Presentation of Financial Statementsis dear that an entity must comply with dl
the currently applicable IFRSs in order to make an unreserved statement of compliance
with IFRSs.

Some accounting standard- setters have the capacity to amend IFRSsfor gpplication in
their own jurisdictions. Amendments that result in the deletion of requirements would
thwart the am of promulgating high qudity accounting Sandards that are globaly
accepted, and as such should be avoided.

Some standard setters have a policy of removing optiond treatments and adding
disclosure requirements to the IFRSs when this is considered to provide more
comparable and useful information in that jurisdiction. For example, in some
jurisdictions:

(@ entitiesmay have been required to use one of the optiona treatments for many
years and introducing a choice on adopting IFRSs may be consdered
inappropriate; or

(b) the standard- setter may be trying to achieve convergence with another national or
regiona standard-setter at the same time as adopting IFRSs.

Adding disclosure requirements or removing optional treatments does not create a
non-compliance with the IFRSs. Indeed, the IASB is intent on removing optiona
treatments from IFRSs.
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When anationa or regiona standard- setter makes any changes to an IFRS, for example
to cater for an additional domestic disclosure that is considered necessary in the loca
environment, or to remove an optiona trestment, this should be made clearly evident so

that users of the standard are aware of the changes.

The I ASB should provide a reasonable lead time to allow other standard-settersto
process the | FRSs for application in their local regulatory framework so that they
have every opportunity to establish and maintain a set of standards that enable their

constituents to continue to make an unreserved statement of compliance with |FRSs.

In adopting the IFRSsto apply in their own jurisdiction, standard-setters should
avoid amending the IFRSs in a manner that creates a non-compliance with the
IFRSs.

I nter pretation

Accounting standard- setters should monitor the implementation of IFRSsin their
jurigdictions. There will inevitably be issues of interpretation ariang from the
application of IFRSs.

If a standard- setter considers that an issue requires interpretation, it should request the
IFRIC or the IASB itsdlf to addresstheissue. As part of this process, accounting
standard-setters that face a common issue could work together to determine apossible
approach to the issue for resolution by the IFRIC or the IASB. As noted in section 3 of
this Memorandum, the IASB should facilitate communication between standard- setters
by maintaining an up-to-date database of issues.

An issue may affect only one or two jurisdictions and may relate to particular
legidative or other loca requirements—for example, atax law that isuniqueto a
juridiction. The IASB cannot (and should not) take into account the many different
legidative environments that exist. Accordingly, in some cases, it may be necessary for
anaiond or regiond standard- setter to consider issuing some of its own
interpretations. Care needs to be exercised, however, to ensure that the issue is not
more widdly relevant—the database of issues would help to facilitate this exercise.

In considering its own issues, a fandard-setter should liaise with the IFRIC, and if it
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consdersit necessary to issue anationd or regiond interpretation, it should avoid
incompatibility with IFRSs.

7.5 If thelFRIC and the IASB decide not to address an issue, they should provide an
explanation and make the reasons for their view known so that the basis for the

explanation isclear.” This explanation should be considered to resolve the issue.

7.6 Accounting standard-setters should monitor the implementation of IFRSsin their
jurisdictions, identify issues that might require interpretation, and request the [FRIC

or the | ASB to address the issue.

7.7 Ifanissuein aparticular jurisdiction does not have broad relevance and the IFRIC
or the | ASB decides not to deal with it, the standard-setter concerned should issueits

own interpretation only when it iscompatible with | FRSs.

7.8 IfthelFRIC and the | ASB decide not to address an issue, they should provide an
explanation. Other standard-setters should consider thisto be a resolution of the

issue.

8 Education

8.1 Accounting standard- setters should make the |ASCF aware of educationa needsin
their jurisdictions and provide information about the types of programmes thet are
likely to be most useful and successful in their jurisdictions, and the |ASCF should be

sengtive to those needs.

8.2 Standard-setters should aso provide the |ASCF with materid thet they consider may be
helpful in creating educational materids, such as guidance they have used in their
jurisdictions in the past on particular topics.

8.3 Standard-setters may find it useful to develop their own educationd materid as regards
the implementation of IFRSs—for example, in order to cater for local needs/issues.
Because the materid may have relevance to other jurisdictions, the nationa
standard- setter should keep the |ASCF informed of any such materid.

7 Thiscould include the explanation that the issueis already dealt with in existing IFRSs. There would be no
need for an explanation if the issue were considered trivial.
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The | ASCF should be sensitive to the | FRS education needs of the various

jurisdictions.

Accounting standard-setters should make the | ASCF aware of their particular
educational needs and the types of programmes that are likely to be most useful and

successful in their jurisdictions.

Standard-setters should provide the | ASCF with material that they consider may be

helpful in creating educational materials.
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Appendix to Memorandum of Under standing
Listing of proposed responsibilities

Working with regulators
Nationa and regiona accounting standard- setters should:

* take the prime respongibility for identifying and dedling with domegtic regulatory
barriers to adopting or converging with IFRSs [paragraph 2.3]; and

* encourage nationa or regiona regulators to participate in internationa convergence
effortsin their own regulatory fields where this would help facilitate financid reporting
convergence [paragraph 2.4].

Communication
The lASB should:

* ensure that it makes relevant information available on atimely basis so thet other
standard-setters can be fully informed of the IASB’ s activities and future plans
[paragraph 3.16];

* maintain an up-to-date database of technical issues reported by accounting
standard-setters and othersthat is ble to standard-setters. National and regiond
standard-setters should consult one another on issues of common interest and formulate
joint proposals for consideration by the IASB or the IFRIC [paragraph 3.17];

* provide sufficient time in relation to consultative documents to alow other
standard-setters to prepare any additiona relevant materia required to placethe IASB
documents in the nationd or regiond context (including trandation from English),
expose the IASB documentsin their jurisdictions, receive comment from their
condtituents and formulate their own views with the benefit of condtituents' input

[paragraph 3.18]; and

* encourage critica analysis of its proposds, and provide an open, transparent and
credible process for arriving at its conclusions [paragraph 3.19].

Accounting standard- setters should:

* encourage their congtituents to communicate their technica views direct to the IASB,
aswdl asto the national or regiona standard- setter [paragraph 3.20];

* be akey channel for information flowing to the IASB from government agencies,
politicians and others who are engaged in non-technical debate [paragraph 3.21];

* use relevant forums such as round-tables on specific issues as a mechanism for

encouraging their condtituents to participate in the IASB’ s standard- setting process,
particularly those condtituents who might not otherwise make ther views known.
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Where practicable, the IASB should make Board members and steff available to
facilitate these forums [paragraph 3.22]; and

* make the IASB aware of any technical differences of opinion they have with a project
as early aspossiblein thelife of a project [paragraph 3.23].

Project role

The IASB should, subject to the work being available, provide opportunities to other
standard- setters to be involved with |ASB projects as follows:

(& involvement in a‘research project’ alone or, in partnership with ateam of other
national or regiona standard-setters (either as aleader of the team or asateam
member), under the guidance of IASB gtaff and salected Board members.

(b) involvement in a‘project team’ of nationa or regiona standard-setters on an
active project under the direction of IASB daff and/or FASB staff

[paragraph 4.7].
National standard-setters should:

* subject to resources being available, undertake research work with the IASB and be
involved in project teams. Once a standard- setter is committed to a project, it should
remain in a podtion to make an effective contribution to the project [paragraph 4.8];
and

* promote the role of aworking group member in their jurisdictions and encourage
auitable individuas to nominate themsalves [paragraph 4.9].

Comment role on | ASB consultative documents

Accounting standard-setters should provide timey commentsto the IASB on consultative
documents, particularly on those projects that are of particular importance to its
congtituents, or on which it considers it can best contribute [paragraph 5.4].

Application of standards

The IASB should provide areasonable lead time to allow other standard- setters to process the
IFRSsfor gpplication in their loca regulatory framework so that they have every
opportunity to establish and maintain a set of nationd standards that enable national or
regional condtituents to continue to make an unreserved statement of compliance with
IFRSs [paragraph 6.6].

In adopting the IFRSs to gpply in their own jurisdiction, accounting standard-setters should
avoid amending the IFRSs in a manner that crestes a non-compliance with the IFRSs
[paragraph 6.7].

Inter pretation
Accounting standard- setters should monitor the implementation of IFRSsin their

jurisdictions, identify issues that might require interpretation, and request the IFRIC or
the IASB to address the issue [paragraph 7.6].
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If anissue in a particular jurisdiction does not have broad relevance and the IFRIC or the
IASB decides not to deal with the issue, an accounting standard-setter should issueits
own interpretation only when it is compatible with IFRSs [paragraph 7.7].

If the IFRIC and the IASB decide not to address an issue, they should provide an explanation.
Other standard- setters should consider thisto be aresolution of the issue

[paragraph 7.8].
Education

The IASCF should be sensitive to the IFRS education needs of the various jurisdictions
[paragraph 8.4].

Accounting standard- setters should:

* make the |ASCF aware of their particular educationa needs and the types of
programmes thet are likely to be most ussful and successful in their jurisdictions
[paragraph 8.6]; and

* provide the |ASCF with materid that they condder may be hdpful in creating
educational materials [paragraph 8.7].
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