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Dear Göran,

We are pleased to submit our observations to the proposal for public consultation “Strengthening the European contribution to the international standard setting process”. 
As already expressed during previous meetings  and correspondence, the opinion of the Organismo Italiano di Contabilità - OIC, in a general sense, fully supports the subject initiative. We are pleased to confirm that the OIC Constituencies ( preparers, users, accounting profession, the Italian stock exchange) also expressed wide spread support  of the objectives and activities of EFRAG, as outlined in the proposal.

Here below, are OIC’s observations with respect to the specific issues which EFRAG seeks input on.
Enhancing the EU's pro-active input to the IASB by building on EFRAG's structures and Experience.

With regard to the subject issue, OIC fully supports the proposal  for strengthening European contribution to the international standard setting process, the related objectives set out in the proposal, as well as the range of activities which EFRAG is envisaged to undertake,  the principal ones being the following:
- proactive work providing input to the IASB on topics on its work programme and related priorities; 
- commenting on IASB/ IFRIC/IASCF consultation papers (discussion papers and exposure drafts);
- impact assessments and effect studies on IASB standards -IFRIC interpretations, as requested by the EC;
- endorsement advice to the EC.

OIC supports a strengthened EFRAG, as it would be capable of providing timely and effective proactive input in the early stages of the IASB process.

OIC appreciates that as a consequence of the enhanced role of  EFRAG, its structure in terms of human and financial resources must, accordingly, be strengthened and OIC confirm its support to that objective and is willing to contribute to it.  
In addition, OIC agrees and supports the commitment to a structure that conforms total transparency, both in terms of working relationship and of reporting to the various EFRAG Stakeholders.
Further involvement of National Standard Setters and coordination of European resources and the creation of a Planning and Resource Committee.

OIC fully agrees with the proposed enhancement of the EFRAG structure, which takes into account an increased involvement of National Standard Setters (NSS), and the creation of a Planning and Resource Committee (PRC), in order to ensure the necessary coordination of European resources. In addition, OIC supports the  possibility that all stakeholders including European organisations and NFM, will have the opportunity to nominate candidates to the Supervisory Board ( SB).
OIC agrees that NSS have an important, two way role to play in providing feedback to EFRAG on practical issues of significance in their national jurisdictions and in providing feedback on EFRAG issues and activities to their constituencies.

OIC supports the planned role of PRC to set the agenda for proactive work that results in the issue of

discussion papers and position papers, and potentially for other proactive issues. The PRC will provide guidance on the allocation of resources, from EFRAG and NSS, to proactive projects and will monitor the progress of the work concerned. 
OIC agrees that the PRC should ensure the long term proactive agenda reflects the most important accounting issues seen from a European point of view. In addition, it should convoy its views at an early stage in the standard-setting process before the IASB formally issues its proposals, and ensuring, as far as is practicable, that the messages Europe gives the IASB are consistent.
With regard to the composition of the PRC, OIC appreciates that NSS, able and willing to commit significant resources to proactive work, will coordinate their efforts through the PRC and that NSS participation in proactive activities require them to have the appropriate resources to do so. 

OIC agrees that proactive work is a crucial element of the activity of EFRAG and  also support the fact that those NSS who commit significant  resources will participate in the PRC, this body being responsible for setting up the agenda of EFRAG’s proactive work and to identify priorities of the various proposed projects.

OIC appreciates that NFM contributing to the funding of EFRAG will have the following involvement in

the EFRAG structure:

• representation in the Governance and Nominating Committee for the SB;

• members of NFM can be appointed members of the SB (e.g. as public policy members),

• annual liaison meetings between the EFRAG SB and NFM,

• close liaison between the EFRAG SB and NFM regarding changes in EFRAG’s funding requirements.

Enhanced governance, transparency of EFRAG and accountability to European organisations and institutions.
In general, OIC agrees  with the proposed revision of EFRAG governance which provides for  the introduction of Public Policy Members, the Role assigned to the EC and the increased transparency of the work of the SB of EFRAG.
OIC is firmly convinced that, in order to achieve the objectives set out above, it is essential that members of the SB, of the proposed PRC and of the TEG are independent and are committed to acting in the European public interest, thereby ensuring that EFRAG views are not unduly influenced by any interest group or constituency.
On the other hand, taking for granted that professional competence and practical experience are the basic attributes used in the nomination process, nevertheless the geographical component should not be ignored, in ensuring that the issues and the views of the European Member States  are adequately reported and considered.
Balanced involvement of European stakeholders in EFRAG.
A critical initial step in order to achieve an enhanced governance structure, is represented by the way in which the proposed governance procedures will be implemented,  including planned nomination processes and the resulting composition of the various EFRAG organization bodies. 
In particular, with regard to the nomination  process implementation, it is essential that the criteria for the appointment of members of  those bodies should ensure a balanced participation of NSS, NFM and other European organizations, taking into account a balanced geographic spread, as well as resources provided to EFRAG. OIC agrees that such criteria should also allow representatives of NFM to be members of SB.
OIC also appreciates that It is essential that members of the various EFRAG bodies are independent and objective and that this is easier to achieve if they are not acting as representatives of particular organisations or groups.

OIC believes that the role of European NSS inside EFRAG is particularly relevant. Moreover, any rigidity on the criteria adopted for their representativeness should be avoided, in order to allow a balanced involvement of NSS representatives ( both in terms of professional background and of geographic component).
In general, the approach should provide sufficient flexibility to achieve a balanced involvement and an effective participation of the NSS inside the various EFRAG bodies, in order to ensure that they are able to represent the positions of their various stakeholder groups at European level and to ascertain the views of each of those stakeholder groups in Member States.
Significant increase in EFRAG's human and financial resources.
OIC is firmly convinced that one of the fundamental objectives in financial reporting for Europe and consequently for EFRAG,  is to exercise, at an early stage, greater influence over the direction of future international standard-setting, before the IASB formally issues its proposals.
In this regard, the effort devoted to the proactive activity, which would include developing discussion papers on possible solutions to financial reporting standards that are regarded in Europe as requiring revision,  need to be increased significantly. 
In order to achieve these objectives and to carry out the related activities,  OIC considers essential that EFRAG significantly increases its human and financial resources. Consequently, OIC supports the funding structure based on a three tier funding model with cash contributions from European organisations, NFM and the EC, as well as contributions in kind by NSS which participate in the proactive work.  

In the sake of transparency, also these latter contributions should be reflected in EFRAG budget, in order to  match activities carried out with related costs (both in cash and in kind).
In other words, the funding system of EFRAG has to be fully transparent, mainly with respect to the contributions in kind.

In our view, EFRAG  ought to seek a significant balanced increase in human resources, avoiding the risk to accept contributions in kind of some countries rather than others. For this reason it is important to have a clear and transparent procedure about selection of human resource to use in the different technical projects. 
In any event, EFRAG ought to have a balanced involvement of NSS representatives (both in specific projects and in the staff) in the common European interest. In connection thereto the commitment of NSS in assigning resources to the pro-active work implies that these NSS have a relevant role within PRC.
Yours sincerely,

Angelo Casò

Chairman OIC
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