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China Accounting Standards Committee

September 10, 2008

M Crerrit Zalm

("hairmnian

International Accounting Standards Committes Toundation
30 Cannon Street, Lomdon EC4M 6XH

Uniled Kingdom:

Dear Mr. Gerrit Zalm,

First of all, please allow we.on behallof the-China Accounting Standards (‘ommiliee
(CASC), 1o expross. iy hearifelt Uanks 1o yoa and the Trustees ol the 1ASC
Foundation untder your |eadership for your consistent help ik the development and
implementation of Chinese Accounting Standards.

Cluna tully supports and actively  promates the international  convergence ol
accounting standards. and is willingly to bo.nvolved intensively and extensivély m
the felovinl work &f [ASC Foundation. TASB and it Standards Advisory Council,
Recently, the Foundation released a proposal on its websile 10 solicit advice for the
Constitution Review. mainly conceming the creation of the Monitoring Group:and Lhe
composition of IASB. Tlic CASC and 1 myset! have paid greal atlention Lo Lhe
propesal becaust il involves fulure direction of the mlemativnadl convergense of
aceounting, | would like 1o represent CASC (o express owr perspectives on all these
issues. 1o which bopefully will be attacheg! importance by you and the: Foundation,

| am looking Forward to mecting vou in October in Beifing,

Sincerely vours,
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CASC’s Reply to the Questions Related to the
Constitution Review of TASC Foundation

Ouestions related to the Monitoring Group

Q1i. Do you support the creation of a link to n Monitoring Group in order to
creafe a direct link of public adconntability to official institutions?

Reply: [nn recent vears, the IASC Foundation{IASCF) hag been playing an imporfant
role and achigving greal success: in promoting mternational  convergenee of
accounling stancdards, with (he application of International Financial Reporting
Standards(IFRSs) being expanded continueusly. Therelore,. we agree with the
proposal of the creation of a- Menitoring Group comptising scnior ofticials from
yenowned vigamizations on the basis of the Trustees, The Group ¢an facilitate the
contact between the JASCF and relevant governments. and organizations; as-well as
oversee the Trustecs to operate more cifectively for the cstablished objeclives and
thus better Tulfils the 1ASCI’s public accountability for global slakeholders
{paragraphs 10-14).

Q2. The proposals contemplate a Monitoring Group conitprising representatives
of seven public authorities and fnternational organisations with-a link o public
authorities, While recoguismg that the Monitoring Group is an autononous body,
the Trustees would welcome comments regarding the Monitoring: Group’s
membership and whether other organisations accauntable to public authoritics
and with an interest in the functioning of capital and other financial markets
should be cousidered for membership.

Reply: ‘As for the membership, we drgue that public ‘amhonities respansible for
making decisions on adopling the L'RSs should not ‘necessarily. be -securilies
regulatory hodies. Meanwhile we believe the TASCF should represent all stakeholders
worldwide instead af only regulators of the securitics market n the developed
countries. Therefore, we suggest that the chair of the 10SCO Emerging Markels
Connpittee be replaesd. with representatives  from emerging market in other
international or regiomal crganiZations. In addition, we propose an increased number
of representatives from public authorities in charge of decision-makings on adopting
the 1FRSs and promoting the implementation of TFRSs in local countries or regrons
(g, [nancial minisiries and regulators for the insuranee industry and backing
indusiry)  (paragraphs 19-20).



Q3. The Trusiees will remain the body primarily responsible for the governanee
of the organisation and the oversight of thé IASB. Their responsibility to a
Monitoring Group will einable regulatory and other authorities responsible for
the adoption of {FRSs to review the Trustees® fulffiment of their constitutional
duties. Does the formulation of the Manitoring Group’s mandate and the
Trustees’ reporting responsibilities, as described in the proposed Section 19,
appropriately provide that link, while maintaining the operational independence
of the 1ASC Voundation and the IASB?

Reply: We agree that the Trustees continug 1o showlder nmajor responsibilily for the
vovernance of the organization. Meanwhile, as for the mandate of the Monitaring
Croup as described in the proposed Section 19, we hold fhat the. Group should not be
emtowed with too much power and tlius risking the independeri¢e of the Trustees. For
example, Section 19¢a) stipulates that the Moniloring Group is responsible for
appraving the appointment-of the Trustees, we argue however that thie mandate of the
Ciroup in appaintment of the Trustees should be no more than consultation (j.c.
maintaining the model of appointing Trustees with the consensus of the Trustess)
instead of beiig empowered Lo approve the appointment ol the Trustees, hecause
otherwise the independence of the Trustees and the [ASCF will alse be impaired to

some exlenl,

(4, Given the proposed creation of a Monitoring Group. would there he a
continued need for the Trustee Appointments Advisory Group* in the selection of
Trustees? If so, what should be tho role snd compesition of the Trustees
Appointments Advisory Group?

Reply: We beligve after he ereation of the Monitoring group, there will b& no need
for the Trustee Appoiniments Advisary Group o as (o sir eumline the JASCE As for
the tole of the Trustees A ppointments Advisory Group in selecting the Trustees, il can
be fulfilled] by the Monitoring Group which can-provide consultation for thé selection
while the approval ol appointment sull lies 1n the consensus of the Trustees.

Questions related to the TASB’s composition

5. Do you support the principle behind expanding the LASB's membership to
16 members in order to ensure ils diverity, its ahbility to consuolty lizise and
communicate properly seross theworld, and its legitimacy?

Reply: With the inereasing global application of TFRSs, we believe the expanding ol
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tnembership is a timely response and will Tacilitate IASE to liaise and communicale
with relevant countries as well as to adepl a new poispective 1o fackle new issucs
(paragraphs 24-23).

Q6. Do you agree with the geographical formulation suggested by the Trustees?

Reply: As 1o the geographical formulation of the IASB members suggested by the
Trustees, we hold thal two [ASB members dppointed from uny arca should no longer
he sclected from arcas which already have greal representation in the Board, so #s to
prevent the composition of IASB from serving leo much interest of certain regions
anel thus lacking an overall geographical balunce (paragraph 26). ‘

Q7. The Trustees ave suggesling that the Constitution should provide flexibility
on the matter of part-time membership. Do you support that proposal?

Reply: We agree that the Comstitution should provide Qexibility on the malter of
part-time membership. However, wo suggest (he fact that part-time members should
be as professionally qualificd as full-time onss be empliasized, and a specific rule on
the {ime input for part-lime members (e.g. he/she must contribute gver half of his/her
time to the Board) be idemtified so as W ensurg that they can make their utmost efforts
in developing IFRSs (paragraph 30).



