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Introduction 
6.1 The aim of this paper is to assist the IAESB in its discussion of issues related to the 

use of Impact Assessments as an implementation tool of IFAC’s Public Interest 
Framework. 
 

Background Information 

6.2 In June 2006, the IFAC Board approved a Public Interest framework consisting of 
the following four elements: 

1. Defining the Public Interest  

This element comprises a set of public interest objectives for IFAC that describe 
how the work of IFAC serves the public interest.  

2. Analytical Rigor  

This element includes the “identify options,” “public consultation and analysis,” 
“assess impacts,” and “public interest assessment” parts of the framework. It 
describes how and why IFAC reaches its conclusions from a public interest 
perspective. To progress the work on this element requires: 

• considering how the Boards and Committees currently operate and make 
decisions; 

• developing an impact assessment (IA) process and document for IFAC;  

• developing guidelines as to when an IA will be required; and  

• considering how an IA can be incorporated within IFAC’s decision making 
processes. 

3. Due process  

This element includes the member appointment process of the Boards and 
Committees, and the due processes used by them in developing pronouncements. 

4. Evaluation and Review  
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This element describes how IFAC undertakes evaluations and reviews to determine 
if existing standards and policies are still necessary and if they are achieving their 
objectives efficiently. 

6.3 IFAC needs to have a transparent evidence-based approach to making decisions that 
takes into account the needs of and the impact on stakeholders, including potentially 
the costs and benefits of proposals. IFAC staff is considering whether IA (also 
referred to as regulatory impact assessment, regulatory impact analysis (RIA), effect 
analysis, etc.) may meet this objective. Appendix 1 describes what RIA is, where it 
is currently being used and why it is being considered as a tool for IFAC within the 
public interest framework. 

6.4 An IA will require that a Board/Committee set out in clear and simple language the 
nature of a problem, the objective(s) of the Board/Committee in addressing the 
problem, the options that were considered in achieving the objective(s), and the 
information used to inform the analysis of the problem and the options, as well as 
the final decision(s) of the Board/Committee in regard to the problem. (Appendix 2 
provides an outline of information that may be included in an IA.) 

6.5 IFAC is considering using IA and suggested that a pilot study be done in 
conjunction with one of the standard setting boards to determine how IFAC might 
use IA. The comments received expressed concern that IA might add unnecessary 
cost and slow down the standard setting process, but were supportive of undertaking 
a pilot study.  It was commented that if IFAC adopts IA it needs to do so in way that 
is proportionate and takes into account IFAC’s structure and resources.  IFAC would 
need to establish clear guidelines as to when IA was to be used and the depth of 
analysis that was required.  There was clear support for a pilot study of IA to 
determine the costs and benefits of IA for IFAC, and if the costs outweigh the 
benefits, to develop guidelines as to when and how IFAC could use IA.   

6.6 As a result IFAC staff is currently discussing IAs with the Boards and Committees, 
Consultative Advisory Groups and the Public Interest Advisory Group. In particular, 
these discussions will seek to gain their views on whether IAs would enhance the 
Board’s and Committee’ decision making process, make their decisions more 
transparent, and assist stakeholders to better understand the decisions. 

 
Discussion 
6.7 As a decision making tool, IFAC staff is of the view that IAs should be incorporated 

in the Board’s/Committee’s due process. Many of the regulators and oversight 
authorities that IFAC is encouraging to adopt the international standards already use 
IAs. These regulators and authorities are more likely to conclude that the projects of 
the IFAC standard setting boards result in high quality pronouncements, developed 
with the public interest in mind, if those boards use IAs.  
 

6.8 IFAC’s decision-making process to develop high-quality pronouncements if founded 
on Board’s/Committee’s due process. The Board’s/Committee’s due process 
provides for extensive consultation, and includes the development of a project 
proposal, issues paper(s), an explanatory memorandum, an exposure draft of the 
proposed pronouncement, a detailed analysis of responses to the exposure draft, and 
the basis of the conclusions with regard to the comments on the exposure draft. It 
also requires that the Board’s/Committee’s discussions be minuted and, in the case 
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of the PIACs, that all meeting agenda papers and minutes be made available on the 
IFAC website. An extract from the PIACs’ due process document of matters relevant 
to IAs is included in Appendix 3. 
 
 
 
 
 
 
 
 

6.9 An IA is proportionate to the problem being addressed; that is, the scope and depth 
of a particular IA depend on the nature of the problem it is addressing. The 
transparency provided by an IA will contribute to the confidence that stakeholders 
have in the decision making process of the Board/Committee and, consequently, in 
the pronouncements that it develops. It will allow stakeholders to more easily 
understand the decisions that were reached and, over time, will demonstrate 
consistency in decisions. 
 
 
 
 
 
 
 
 

6.10 In fact, a large part of the information that is ordinarily included in an IA is 
developed as part of the Board’s/Committee’s due process. Appendix 4 illustrates 
the link between an IA and the due process. IFAC staff has performed a preliminary 
comparison of the information that was documented as part of the due process of 
developing International Standards on Auditing (ISA) 600 (Revised and Redrafted)1 
and that ordinarily included in an IA. This analysis indicated that additional 
information about the objective(s), the options, and decisions with regard to the 
preferred option would be necessary to develop an IA. In addition, a cost benefit 
analysis would need to be developed as part of the IA. The scope and depth of such 
a cost benefit analysis, and how it is integrated with the due process as a whole, 
need further consideration. At this stage, it is not envisaged that the cost benefit 
analysis will be wholly quantitative in nature.  

6.11 It is also recognized that the Boards/Committees may not hold all the information 
necessary to develop an IA (including information relevant to the cost benefit 
analysis). The Board’s/Committee’s stakeholders, however, may hold or be able to 
acquire such information. The due process provides for extensive consultation with 
stakeholders at various stages of the development of a pronouncement. A 
Board/Committee may consider requesting relevant information during such 
consultations. For example, respondents to an exposure draft of a proposed 

                                                 
1  ISA 600 (Revised and Redrafted), Special Considerations―Audits of Group Financial Statements 

(Including the Work of Component Auditors. 

Action requested: 

2) Will IAs increase the transparency of the decisions made by the 
Boards and Committees? 

Action requested: 

1) Will IAs enhance the Board’s and Committee’s decision making 
process? 
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pronouncement may be requested to provide information relevant to the cost benefit 
analysis. Alternatively, a small group of national standard setters may be requested 
to field-test a proposed pronouncement to better inform the cost benefit analysis. 
Stakeholders are more likely to understand and accept a Board’s/Committee’s 
decisions when they are involved in the decision making process. 
 
 
 
 
 
 
 
 
 

 
 
Proposed Way Forward 
6.12 The comments and advice of the IAESB will be summarized and forwarded to the 

IFAC staff for consideration and reporting to the IFAC Board.  
 
 

Action requested: 

3) Will IAs give outside stakeholders the information they need to 
understand the decisions that were made with regard to a 
pronouncement and therefore demonstrate that the relevant 
Board/Committee is acting in the public interest? 
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Appendix 1.  

Regulatory Impact Analysis 

1. IA is a decision making tool that was developed and is used by governments to 
assist them to make high quality decisions in relation to regulation.   It provides a 
framework to define problems and objectives, to collect and evaluate information 
and to communicate with society about regulatory problems and solutions.  The 
objective of IA is to ensure that government action is justified, appropIAte and cost-
effective. 

2. IA is a tool that links problems, objectives and actions.  It helps both to frame 
problems and objectives and to evaluate possible solutions. The exact content of IA 
and the criteIA for when IA are required differ from country to country reflecting 
institutional, cultural and social differences; there is no single model for IA or when 
it should be used.  In using IA there is a general recognition that IA itself imposes 
costs and IA should therefore be used in those circumstances where its benefits will 
exceed its costs; exactly where this point is judged to be differs from country to 
country. 

3. However, looking across the various forms of IA used in different jurisdictions the 
following common steps can be identified: 

♦ Define the problem 

♦ State the objectives to be achieved 

♦ Identify options which could address the problem and meet the objectives 

♦ Analyze the options, by developing criteIA and using, as appropIAte, cost-
benefit analysis 

♦ Determine the preferred option 

♦ Undertake consultation, seeking input from affected stakeholders on the 
problem, objectives and their views on the impact of the proposed regulation 

♦ Overall assessment and conclusion 

4. IA provides for a clearly specified and empirical basis for decisions.  It places a 
focus on being transparent about what are the problem and the objectives and on 
justifying why regulatory action will solve the problem in a cost-effective way.  
Because of this, IA can change the nature of the discussion around regulatory issues, 
impose greater discipline on the decision making process and reduce the influence 
of special interests.  It also helps to ensure that policy-makers are well informed 
about the decisions they are being asked to make. 

5. IA is scalable and proportionate.  The depth and scope of IA differ depending on the 
nature of the issue or problem under consideration.  Governments also set rules that 
determine when IA is to be used.  The use of IA might be limited to primary laws 
which are passed by a legislature, or the depth of IA might be subject to rules about 
the expected impact of a proposal. For example “In the USA quantification of cost 
and benefits is required for major regulations. Major regulations are defined as 
regulations that impose annual costs exceeding US$100 million, possibly impose 
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major increases in costs for a specific sector or region, or have significant adverse 
effects on competition, employment, investment, productivity or innovation.”2  

The use of IA 

6. IA is currently used by the governments of a large number of countries at different 
stages of development and legal traditions.  The countries it is used in include the 
Netherlands, Czech Republic, France, Denmark, Germany, Mexico, Korea, 
Australia, USA, Ireland, UK, New Zealand and Japan.  It is also used by the 
European Commission.  Most of these countries adopted IA in the late 1990s and 
most OECD countries now use some form of IA. 

7. Governments have increasingly recognized that regulation imposes costs on the 
economy. By using IA government seeks to improve the overall quality of 
regulation and improve the effective and efficient operation of economy. The 
OECD3 states that governments that use IA tend to have four main objectives.  
These are to: 

1. Improve understanding of the real world impacts of government action, 
including both the benefits and the costs of action. 

2. Integrate multiple policy objectives 

3. Improve transparency and consultation 

4. Improve government accountability 

8. The use of IA represents a change in the way governments consider regulation.  The 
OECD stated that “IA is a clear example of the trend towards more empirically 
based regulation and decision making.  Policy makers increasingly value regulation 
that produces the desired results as cost-effectively as possible.”4  Governments 
consider that the use of IA will assist them in making high quality regulations. 

The Value of IA for IFAC  

9. With the IFAC reforms, IFAC has improved the quality of its due process and has 
highlighted that it seeks to act in the public interest.     The Advisory Group is 
considering the adoption of IA within IFAC because it could allow IFAC to better 
demonstrate and communicate to the public and others the quality of its decision 
making processes.    

10. IA might have value for IFAC for the following reasons: 

♦ It would focus more attention on identifying problems and objectives and 
therefore help IFAC to address those problems it can best solve 

♦ It would help to further increase the transparency of our decision making 
processes 

♦ It would provide opportunities for outside stakeholders to play a larger role 
in our decision making process. 

                                                 
2 Source:  “Regulatory Impact Analysis (RIA) Inventory” OECD Secretariat 2004 
3 Ibid, pg 10 
4 Source: “Regulatory Impact Analysis in OECD Countries: Challenges for Developing Countries” by Delia 

Rodrigo, OECD 2005 



International Accounting Education Standards Board                           Agenda Item 6-1                          
September 2008 – Madrid 
 

Prepared by: David McPeak (September 2008)  Page 7 of 13 
 
 

♦ It would help those outside IFAC to better understand the basis for our 
decisions ; and 

♦ The regulators we want to adopt our standards use IA and our use of IA 
could increase their confidence in our decision making process and 
decisions. 

11. IA requires two fundamental questions to be considered at the beginning of the 
decision making process: “what is the problem we are trying to solve?” and “why 
might regulatory action be required?”  By placing the initial focus on these two 
questions, IA can change the way problems are defined and discussed and solutions 
developed and imposes a greater discipline on the decision making process.  This 
can also save time and money as the issues to be addressed are clearly identified at 
the start of the process. 

12. IA would further increase the transparency of our decision making processes. IA 
requires that we set out in clear and simple language the nature of the problem, our 
objectives, the options that were considered to address the problem, the information 
used to inform the analysis of the problem and the options, as well as our final 
decision or decisions in regard to the problem.  This transparency is important if we 
are to maintain and increase the confidence that outside stakeholders have in our 
decision making process.   

13. The information provided in the IA allows an outside observer to understand more 
easily the decision that was reached.  IA allows IFAC to demonstrate that we are 
making high quality and objective decisions and that a different organization, with 
the same objectives and faced with the same information, would make the same or 
similar decisions. This would assist to maintain confidence in the standards we 
develop. 

14. IA provides opportunities for outside stakeholders to play a larger role in our 
decision making process.  IA requires the use of targeted consultation to acquire 
information to use in developing and analyzing options.  Thus, we will work more 
closely with these stakeholders in developing standards to obtain the information 
needed for IA. Working more closely with stakeholders is likely to have two key 
benefits:   

a) It would improve the quality of our decisions by improving the quality of 
information available to the IFAC standard setting boards; and   

b) It would also mean that these outside stakeholders are more likely to 
understand our decision making process and are therefore more likely to 
accept its outcomes. 

15. Lastly, IA has the ability to increase confidence in our decision making process 
because it is a tool that is already used by government regulators - often the same 
government regulators that we want to adopt our standards.  By using the same 
decision making tool, these regulators can have greater confidence in our decision 
making process and the decisions that result from it.  The use of IA therefore 
facilitates the adoption of IFAC standards as our analysis is structured in a similar 
manner to that of national level regulatory agencies. 
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Appendix 2 

Outline of Information to be Included in an Impact Assessment5 

While the steps below may appear to be sequential, this is rarely the case in practice. 
An IA is best viewed as an iterative process, where the information from each step helps to 
inform the others. 

Statement of the nature and magnitude of the problem and the need for action 

• Clearly define fundamental problem being addressed – do not focus only on symptoms 
of the problem. 

• Include all relevant background information, so that the problem can be seen in context. 
Assume the reader has no prior knowledge of the issue. 

• Be sure not to pre-justify the preferred option or solution. 

• Be sure to include some measure of the magnitude of the problem, quantified where 
possible. 

• Justify why action by the Board/Committee is needed. 

Statement of the objective 

• What is the Board/Committee trying to achieve in relation to the underlying problem, in 
terms of goals and/or outcomes? 

• Think about the primary (over-arching) objective + secondary (more specific) 
objective(s). 

• Do not pre-justify or align with the preferred option. 

• Where relevant, refer to any constraints (e.g., budget, time, etc.) and/or pre-existing 
national or international authority for the proposal. 

Statement of feasible options that may constitute viable means for achieving the 
desired objective(s) 

• Identify all feasible options considered during the development process. 

o Begin with the status quo (the current environment or “do-nothing” approach), as 
this provides the counterfactual to all other options considered. Outline the key 
features, and include a statement as to why it is no longer appropriate to maintain 
the status quo. 

o Next, identify the options that were considered. Outline the key features of each 
option, and include a statement in each option as to why it is not preferred. 

• Conclude with the preferred option. Outline the key features. 

Statement of the costs and benefits of the proposal 

                                                 
5 Adapted from “Hints & Tips for Writing a Regulatory Impact Statement / Business Compliance Cost 

Statement (RIS/BCCS)” developed by the Ministry of Economic Development, Wellington, New 
Zealand. 
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• This section sets out who will be affected, how they will be affected, and to what extent 
(costs and benefits). 

• Identify the relevant benefits and costs under headings of the various groups affected. 

• Sometimes it may be necessary to break a key group (e.g., audit firms) into sub-groups 
to clearly indicate the different effects (e.g., on small and medium practices, etc.). 

• Include in the analysis the relevant direct and indirect effects; tangible and intangible 
effects, administrative and compliance costs; and opportunity costs. 

• The effects should be quantified as far as possible. 

• The level of analysis should be commensurate with the likely effects of the proposal. 

Statement of consultation undertaken 

• Outline the form of consultation. 

• Which stakeholders have been consulted? Were any significant concerns raised? How 
were these concerns addressed? If not, why not? 

• Which Boards/Committees have been consulted? Where any significant concerns 
raised? How were these concerns addressed? If not, why not. 

Overall assessment and conclusion 

• From the results of the analysis and consultation, form an overall assessment of which 
option(s) should be pursued and why it is preferred. 
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Appendix 3 

Relevant Extracts from the Due Process of the Public Interest Activity 
Committees (PIACs) 

… 

Project Identification, Prioritization and Approval 

4. The PIAC identifies new projects based on a review of national and international 
developments and on comments and suggestions from those who have an interest in the 
development of international pronouncements issued by the PIAC. 

5. The Public Interest Oversight Board (PIOB) is consulted to help establish the 
appropriateness of the PIAC’s project priorities and any changes therein. The PIAC 
obtains the PIOB’s opinion, as at the date of that opinion, on the appropriateness of the 
items on the work program and on whether or not it wishes, from a public interest 
perspective, to have any further items added. The PIAC adds to its work program those 
items that the PIOB resolves should, from a public interest perspective, form part of the 
PIAC’s work program. 

6. The PIAC’s Consultative Advisory Group (CAG) is consulted to help establish the 
appropriateness of the PIAC’s project priorities and any changes therein. A proposal to 
start a new project is prepared based on research and on appropriate consultation within 
the PIAC and with the PIAC’s CAG, with consideration given to the costs and benefits 
of the proposed project. It is also circulated to other IFAC Committees and IFAC Task 
Forces to identify matters of possible relevance to the project. The PIAC considers and 
prioritizes the project proposal having regard to the public interest. As appropriate, the 
PIAC approves, amends or rejects the project proposals in a meeting open to the public. 

7. Where the PIAC’s CAG has recommended a project for consideration by the PIAC, the 
Chair of the PIAC informs the PIOB and the PIAC’s CAG of the decisions of the PIAC. 

Development of Proposed International Pronouncements 

… 

• Draft pronouncements are developed based on research and consultation, which 
may include: conducting research; consulting with the PIAC or the PIAC’s CAG, 
practitioners, regulators, national standard setters and other interested parties; and 
reviewing professional pronouncements issued by IFAC member bodies and other 
parties. 

9. The PIAC considers whether to hold a public forum or roundtable, or issue a 
consultation paper, in order to solicit views on a matter under consideration. The PIAC 
should also consider the appropriateness of conducting a field test of the application of 
its proposals for a new or revised standard. The decision to undertake any of these steps 
may be made at any stage before or after a draft international pronouncement is issued 
for public exposure. The rationale for the PIAC’s decision in relation to these steps shall 
be discussed at a PIAC meeting and the decision minuted. Comments received through 
a public forum or roundtable, or the issue of a consultation paper, are considered in the 
same manner as comments received on an exposure draft. 
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• In deciding upon the need to hold a public forum or roundtable or to issue a 
consultation paper, the PIAC considers whether the subject of the international 
pronouncement, the level of interest within and outside the profession, the likely or 
actual existence of a significant and controversial divergence of views, the need for 
additional information in order to further the PIAC’s deliberative process, or some 
other reason indicates that wider or further consultation would be appropriate. 

• The outcome(s) of a public forum or roundtable, or the issue of a consultation 
paper, is summarized and reported to the PIAC, as part of the PIAC’s public 
agenda papers, for purposes of the PIAC’s deliberation on the subject under 
consideration. 

… 

Public Exposure 

11. Approved draft international pronouncements are exposed for public comment. 
Exposure drafts are placed on the IFAC website where they can be accessed free of 
charge by the general public. Each exposure draft is accompanied by an explanatory 
memorandum that highlights the objective(s) of and the significant proposals contained 
in the draft international pronouncement, as well as the PIAC’s view on the main issues 
addressed in the development thereof. 

• Notice of the issuance of exposure drafts is widely distributed to: regulatory bodies; 
organizations that have an interest in the pronouncements issued by the PIAC; 
member bodies of IFAC; and the press. 

• An explanatory memorandum may also direct respondents, including those 
representing specific constituencies such as developing nations, small- and medium-
sized practices or the public sector, to aspects of the draft international 
pronouncement on which specific comments are sought. 

… 

Consideration of Respondents’ Comments on an Exposure Draft 

14. To facilitate the deliberative process, the Project Task Force provides the PIAC, as part 
of the PIAC’s public agenda papers, with an analysis that summarizes the main issues 
raised by respondents, outlines the proposed disposition of the issues that have been 
raised and, as appropriate, explains the reason(s) significant changes recommended by a 
respondent(s) are, or are not, to be accepted. 

• The comments and suggestions received within the exposure period are read and 
considered by the Project Task Force. 

• Project agenda papers contain a cumulative summary of the significant decisions 
made by the PIAC on matters relating to the project, including its position on the 
main points raised in comment letters. 

• When an exposure draft has been subject to many changes, a summary comparative 
analysis is presented to the PIAC. This analysis shows, to the extent practicable, the 
differences between the exposure draft and the proposed final international 
pronouncement. 
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15. Members of the PIAC familiarize themselves with the issues raised in comment letters 
on exposure drafts such that they are able to make well informed decisions as they 
finalize an international pronouncement. The PIAC deliberates significant matters 
raised in the comment letters received, with significant decisions recorded in the 
minutes of the meeting of the PIAC. 

• The PIAC does not enter into debate or discussion with respondents on individual 
comment letters. 

• The PIAC may decide, however, to discuss a letter of comment with the respondent 
to seek clarification on a matter. For comments received from members of the 
Monitoring Group and from the CAG, if and as requested, the PIAC will explain to 
them the reason(s) for not having accepted their proposals. The nature and outcome 
of such discussions are reported and recorded in the minutes of the PIAC meeting at 
which the related project is discussed. 

Re-Exposure 

… 

17. When an exposure draft is re-exposed, the explanatory memorandum accompanying the 
reexposure draft includes the reasoning for re-exposure and sufficient information to 
allow an understanding of the changes made as a result of the earlier exposure. 

Approval of a Final International Pronouncement 

… 

20. For each final international pronouncement, the PIAC issues a separate document 
explaining its basis of conclusions with respect to comments received on an exposure 
draft. 

… 
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Appendix 4 
Illustration of Possible Link between an Impact Assessment and the Due 
Process 
Note: This diagram illustrates that a large part of the information that is ordinarily included in an IA is 
developed as part of the Board’s/Committee’s due process. At present, costs and benefits are considered as 
part of developing the project proposal. If the IA is integrated with the due process, costs and benefits ought to 
be considered as the project progresses. 
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