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Background
On 9 February 2012, the Monitoring Board and 
the Trustees of the IFRS Foundation jointly 
announced the conclusions of their independent 
but co-ordinated review of the IFRS Foundation’s 
governance and strategy.

The Monitoring Board’s review focused primarily on 
institutional aspects of governance; the Trustees’ 
review emphasised the operational aspects of 
governance – in particular, the standard-setter’s due 
process.

A consultative report of the Monitoring Board 
was issued in February 2011. The first and second 
consultative reports of the Trustees were issued in 
November 2010 and April 2011, respectively.

Conclusions of the Monitoring Board’s governance review
Monitoring Board membership
Up to four new permanent members will be chosen, 
primarily from emerging market countries. Two 
rotating members will be chosen in consultation 
with the International Organization of Securities 
Commissions (IOSCO).

Membership will continue to be limited to capital market 
authorities with responsibility for setting financial reporting 
requirements in their jurisdictions’ capital markets.

The permanent members of the Monitoring Board will 
be limited to jurisdictions with domestic use of IFRS and 
making financial contribution to the IASB.

Involvement of other authorities in 
the Monitoring Board activities 
The Basel Committee on Banking Supervision will remain as 
an observer.

Enhanced engagement of other public authorities and 
international organisations will be explored in future.

No direct involvement of the 
Monitoring Board in the IASB
The Monitoring Board decided not to adopt proposals for it 
to be involved directly in the IASB with respect to:

●● the agenda-setting process, although it may refer agenda 
items to the IASB;

●● chair selection, although criteria for selection will be 
agreed by the Monitoring Board with the Trustees, and 
made public; or

●● board member selection, although the Trustees’ 
framework for IASB composition will have to be agreed 
with the Monitoring Board.

Other conclusions regarding the 
Monitoring Board
The Monitoring Board will maintain the current consensus-
based decision-making process; this means that it will 
require consensus to reject proposed appointments. It also 
aims to enhance its visibility and the transparency of its 
activities.

Every five years, the Monitoring Board will conduct a 
governance review, including reviewing the eligibility of the 
permanent members of the Monitoring Board.

IASB composition and structure
The Monitoring Board encouraged the Trustees to 
ensure diversity in the IASB members’ geographical and 
professional backgrounds; however, priority will be placed 
on the professional competence and experience in dealing 
with IFRS.

The Monitoring Board encouraged the Trustees to 
reconsider the IASB management structure – e.g. 
separation of the IASB Chair and the IFRS Foundation 
CEO, and separation of the IASB staff’s reporting lines for 
standard-setting and oversight functions.

Trustee composition and selection
The Monitoring Board will continue to review the diversity of 
the Trustees’ geographical and professional backgrounds.

The process and criteria for the selection of Trustees will 
be documented and made public. The Monitoring Board 
will consult on the Trustee selection process and approve 
Trustee candidates.
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Principles and recommendations by the Trustees

Mission
The purpose of IFRS should continue to be serving investors 
and other capital market participants. 

In the short term, the IFRS Foundation and the IASB will 
focus on financial reporting by for-profit corporate entities 
– i.e. publicly traded entities, other publicly accountable 
entities and small and medium-sized entities (SMEs).

A goal of the IASB is full adoption of IFRS, although 
convergence may be an appropriate short-term strategy, and 
may make it easier to adopt IFRS over a transition period.

The IFRS Foundation and the IASB should do more to 
promote full adoption and consistent application of 
IFRS internationally. This includes more work to identify 
jurisdictions that fail to implement IFRS fully or implement 
local modifications. They also want the IASB and the IFRS 
Interpretations Committee to work actively to identify and 
address more interpretation issues.

Governance
The Trustees stressed that the IASB must remain 
independent in its standard-setting process. They agreed 
that the current three-tier structure (the Monitoring Board, 
the Trustees and the IASB) remains appropriate. 

The Trustees also agreed that they should clarify how they 
discharge their oversight responsibilities. Furthermore, 
they concluded that elements of the governance structure 
(e.g. the Trustees’ Due Process Oversight Committee) 
should provide regular public reports to demonstrate their 
effectiveness.

Process
The Trustees reaffirmed that a thorough and transparent 
due process is essential to developing high quality, globally 
accepted accounting standards.

They also concluded that the Trustees’ oversight framework 
should be clarified, and that the engagement of the Due 
Process Oversight Committee should be enhanced.

The IFRS Foundation and the IASB should encourage 
the maintenance of a network of national and regional 
accounting standard setting bodies as an integral part of the 
global standard-setting process.

Furthermore, the IASB should demonstrate clearly how the 
priorities on its agenda are set; it should form a working 
group to develop an agreed methodology for field visits and 
effects analyses; and it should consider the impact of its 
decisions on XBRL and translation of IFRS. XBRL will be 
overseen by the IASB technical directors rather than solely 
being an IFRS Foundation activity.

The IFRS Foundation and the IASB should undertake post-
implementation reviews using an agreed methodology; 
they should establish formal co-operation with regulators 
and national standard-setters to address divergence; and 
they should refine the scope of the IFRS Interpretations 
Committee’s activities without undermining its principles-
based approach.

The Trustees also recommended that the IASB establish, or 
facilitate the establishment of, a dedicated research capacity.

Financing
The Trustees stated that the funding system must maintain 
the independence of the standard-setting process, while 
providing organisational accountability.

The existing base of financing should be expanded to enable 
the IFRS Foundation to better serve the global community 
and to fulfil its strategy.

Next steps
The two bodies will work closely to implement the 
measures contained in the reports.

The Monitoring Board will consider details of its 
decisions, including the criteria for the Monitoring 
Board membership, by the end of 2012. It will 
also start selecting new permanent and rotating 
members in 2012. The first assessment of existing 
members’ eligibility will take place in 2013. The 
second governance review is expected to complete 
by the end of 2015.

The Trustees will initiate the process of considering 
revisions to its constitution.



Find out more
For more information, please go to the Monitoring Board 
and Trustees of the IFRS Foundation press release, or speak 
to your usual KPMG contact.
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