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Information about the respondent – Revenue Watch Institute

The Revenue Watch Institute is a non-profit policy institute and grant-making organization that promotes the responsible management of oil, gas and mineral resources for the public good. We work in the EU, US, Africa, Caucasus and Central Asia, the Middle East , Latin America and South East Asia and the Pacific. We work at the international level on areas of relevant policy and regulation. In producing countries, our approach includes support to both government capacity (in negotiating extractive contracts, creating compliance and monitoring mechanisms and ensuring transparency) and improving external oversight to strengthen accountability (by providing extensive capacity-building for civil society, parliamentarians and the media). 

Responses to questions to constituents

1. Awareness of EFRAG’s Proactive Accounting in Europe (PAAinE) publications 

We were previously unaware of these publications and have no comment here. 

2. Point in the standard-setting process where EFRAG should focus its proactive work? Specific aspects of financial reporting where activities should be concentrated? 

We agree on the need to develop early stage proactive work in influencing the work of the IASB. In particular, we believe there is a need for some fundamental thinking on the role of accounting and financial reports (see ‘other projects’ below).
However, we also agree that there is a need for short-term projects that address a particular aspect of proposals under development by the IASB. In particular, the IASB has yet to formally add the development of an updated standard for extractive activities (amending IFRS6) to its formal agenda. EFRAG should dedicate focus to this area. In particular, the Discussion Draft contained early discussions relating to country-by-country disclosure of key financial data. Since all investor letters in response to the Discussion Draft, and the European parliament in 2007, have expressed support for such country-by-country reporting, EFRAG should prioritise work to determine the detailed scope and mechanisms for such disclosure. 

3. Priorities amongst proposed Proactive Projects 

There is increasing global debate and focus on the benefits of greater geographical segmenting, especially country-by-country reporting.
In the recent US law on financial reform (July 2010) included a requirement for SEC-listed companies to report payments to government on a country- and project-specific basis. This was passed on the basis that such greater and consistent segmenting between companies could be good for investors, as well as supporting greater accountability of companies and recipient governments. 

In the fall-out from the financial crisis, focus is also growing on the need for information that promotes transparency in the transactions of multi-national companies and the appropriate allocation of tax. 

These trends mean that work to provide European Input to the IASB’s post-implementation review of IFRS 8 ‘Operating Segments’ should be a top priority. 

In line with the US developments, and growing calls from the European Parliament for the IASB to in line with its mission of promoting the ‘public good’ and accountable to that public, such a review should also ensure that the interests of the broader public, beyond investors and analysts, should be included in the criteria for determining its impacts. 
4. Other priority projects 

The financial crisis has also highlighted the devastating effects of financial instruments and reports that have masked true value and where it is located. These were developed under a rubric of serving the needs only of companies and investors. We think there is a need for fundamental work to redefine:
· What is financial reporting for? Only for valuing companies –if so, what is really needed to do this. Or also for helping to engender stability and maximising long-term added value – if so, what is needed in addition, e.g. to foster good governance in host countries, to sustain the local licence to operate?

· Who is financial reporting for? Only investors and analysts – if so, how can reporting be restructured to reduce past blind spots? Or also for other key user groups, such as suppliers, employees, citizens in host areas, host governments who are also directly affected by the financial actions of the companies. 
EFRAG plays a powerful role in global accounting regulations and we look forward to seeing the results of this consultation with great interest. 
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