IFAC: 30 Years of Progress
Encouraging Quality and Building Trust

In many ways, 1977 marked a year of firsts: The Concorde jet inaugurated regular transatlantic
supersonic flight. The first Apple Il microcomputers went on sale to the general public. The
movie “Star Wars” debuted on the big screen. And the International Federation of Accountants
(IFAC), with 63 founding members representing 51 countries, convened for the first time ever in
an auditorium in Munich, Germany.

Three decades later, the Concorde, Apple 11 microcomputers and Star Wars are a memory, while
IFAC continues to develop, bolstered by the strength of its members and supported by
international organizations that recognize its value in promoting economic growth and stability
worldwide.

Some of the challenges for IFAC in 1977 remain today, including meeting the needs of
increasingly global markets, supporting accountants in addressing ever more complex technical
and business issues, and providing direction and institutional mechanisms to keep accountants
worldwide on the right ethical path.

While IFAC is now a significant, global organization of 155 member bodies and associates in
118 countries, representing over 2.5 million accountants employed in public practice, industry
and commerce, government, and academia, collaboration with its member bodies remains
integral to meeting these challenges. So, too, is outreach to the profession’s many stakeholders.
Even more important today than at the time of IFAC’s founding is its ongoing dialogue with
regulators, standard setters, development agencies, and governments who share IFAC’s
commitment to strengthening accounting and auditing so that they can continue to effectively
serve the public interest.

Role of Members in IFAC’s Evolution

From the start, IFAC provided support for the profession in nations struggling to develop the
financial, accounting and market infrastructure that would support domestic growth and
encourage international investment. By 1977, the need for a global federation to unite the
accountancy profession around the world and promote consistent, high quality practice was
widely recognized both by the profession and those who rely on its work — from governments, to
businesses, to investors. One of IFAC’s primary roles was, and continues to be, bringing together
professional accountancy organizations at varying levels of development to share resources,
ideas and experiences for the benefit of the profession as a whole.

IFAC came to life on October 7, 1977 at the 11" World Congress of Accountants in Munich,
Germany when 63 national professional accountancy bodies signed the Constitution establishing
the organization. At the first meeting of the IFAC Assembly in October 1977, a 12-point work
plan was developed to guide IFAC committees and staff through the first five years of activities.
Many elements of that initial work plan still guide IFAC’s work today, including developing
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international standards, establishing a code of ethics, developing and reporting on management
processes and techniques, and fostering closer relationships with users of financial statements. In
addition, the plan called for IFAC to communicate with and facilitate the involvement of its

member bodies.

From the beginning, member bodies have been integrally involved in all aspects of IFAC,
including its structure, governance and boards and committees. Member bodies actively shape
IFAC’s strategy through their participation in the IFAC Council (previously called the IFAC
Assembly). They also help IFAC in achieving its mission by nominating individuals for IFAC’s
committees and boards, sharing intellectual capital and resources, and promoting high quality
performance by professional accountants working in all sectors of society.

Since its founding, IFAC has also worked closely with regional accountancy organizations,
particularly with respect to promoting the development of the profession and encouraging
convergence to international standards. From the beginning, meetings of the IFAC Council were
attended by three regional organizations then recognized by IFAC: the Union Européenne des
Experts Comptables Economiques et Financiers (now the Fédération des Experts Comptables
Européens), the Confederation of Asian and Pacific Accountants, and the Interamerican
Accounting Association. IFAC continues to work with these organizations today as well as with

its other recognized regional organization, the Eastern Central
and Southern African Federation of Accountants, and with
regional groupings.

IFAC’s Leadership

Over its 30-year history, IFAC has had 13 Presidents from 11
countries on five continents, reflecting the globally diverse
nature of the organization. The President serves as Chairman of
the IFAC Council and the IFAC Board. Together with the Chief
Executive Officer, the President is also a primary spokesperson
for the organization. From its first President, Reinhard
Goerdeler of West Germany, to the current President, Fermin
del Valle of Argentina, IFAC Presidents have always served as
a driving force in leading the development of the profession
and in uniting the many cultures and backgrounds that make up
the profession. (A complete list of IFAC Presidents is provided
below.)

IFAC’s Mission

To serve the public interest, IFAC
will continue to strengthen the
worldwide accountancy profession
and contribute to the development
of strong international economies
by establishing and promoting
adherence to high-quality
professional standards, furthering
the international convergence of
such standards and speaking out
on public interest issues where the
profession’s expertise is most
relevant.

Since its founding, IFAC has had four Chief Executive Officers/Executive Directors. The first
Executive Director, Robert Sempier, was instrumental in launching the IFAC headquarters,
which were originally staffed by two people and operated on the premises of the American
Institute of Certified Public Accountants. Bob Sempier was succeeded in March 1991 by John

Gruner, who served as IFAC’s Director General throughout the 1990s and led the development
of IFAC’s first strategic plan. Peter Johnston of Scotland served as IFAC Chief Executive from
July 1999 to March 2002, a period of great change for the accountancy profession and for IFAC.
IFAC’s current Chief Executive Officer, lan Ball, has served since March 2002 and has led the
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organization as it undertook significant reforms designed to further strengthen the organization’s

standard-setting, transparency and public interest focus.

Today, IFAC is an organization of just under 50 professional and administrative staff based
primarily in New York City, but also in Canada, Australia, and the United Kingdom. The current
IFAC staff comes from more than 15 countries and collectively speaks nearly 20 languages.

One of the primary focuses for IFAC staff is supporting the more than 150 volunteer members of
IFAC’s boards and committees. These volunteers provide knowledge, skills, and expertise that
greatly contribute to IFAC’s development of high quality international standards in the areas of
auditing and assurance, ethics, education, and public sector accounting. VVolunteers also bring
insight and experience in specialized areas having worked as professional accountants in
business, in small and medium practices, and in developing nations, which better enable IFAC to

serve these constituencies.

Developing International Standards

Even before IFAC’s founding, the need for a single set of international standards was
recognized. During the last few decades, companies have increasingly expanded their operations
internationally, and investors have looked to capital and credit markets in other countries for new
opportunities. The multiplicity of national accounting and auditing standards, however,

complicated this process by adding reporting costs for
companies and making it more difficult for investors to
compare financial statements from companies in different
countries. Having a single set of international standards was
seen as critical to enhancing global trade and investment,
improving the transparency of financial reporting, and
enabling investors to better compare the financial statements
from other countries. In addition, international standards
were seen as a means for developing nations to built trust in
financial reporting and auditing and, thus, increase
investment in their countries.

In the early days of IFAC, three committees were established
to develop and promote international standards in the areas of
auditing and assurance, ethics, and education. These
committees became the International Auditing and Assurance
Standards Board (IAASB), the International Ethics Standards
Board for Accountants (IESBA), and the International
Accounting Education Standards Board (IAESB). In 1986, a
new IFAC committee was created to address issues related to
public sector financial reporting. Later, there was increasing

Growing Adoption of IFAC Standards

More than 100 countries have adopted
ISAs or are using them as the basis for
national standards.

The Financial Stability Forum lists
ISAs as one of its 12 Key Standards for
Sound Financial Systems.

The World Federation of Exchanges has
endorsed the IAASB’s standard setting
processes and recognizes the
importance of ISAs.

More than 50 countries have adopted
IPSASs or are considering adoption.

The United Nations, the Organisation
for Economic Co-operation and
Development, NATO, the European
Commission, Organization of American
States, and other international
organizations have adopted IPSASs or
support them as a global benchmark.

recognition of the need for international standards for the public sector, and the committee was
subsequently reconstituted as the International Public Sector Accounting Standards Board
(IPSASB). The need to improve public sector financial reporting and financial management was
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acknowledged by the World Bank and other national and international organizations which
continue to provide funding for this activity.

The international standards set by IFAC’s independent standard-setting boards are increasingly
being recognized and used by countries and organizations around the world. The IAASB’s
International Standards on Auditing (ISAs) have been adopted or are being used as a basis for
national auditing standards in more than 100 countries worldwide. The IPSASB’s International
Public Sector Accounting Standards (IPSASSs) are also increasingly used worldwide, with more
than 50 countries having adopted IPSASs or considering adoption. In addition, the standards are
supported by a number of international organizations, including the United Nations, the
Organisation for Economic Co-operation and Development, NATO, and others. The
International Education Standards, set by IFAC’s Education Standards Board, and the Code of
Ethics for Professional Accountants, set by IFAC’s Ethics Standards Board, are also increasingly
being adopted by countries around the world.

Reforms and Oversight

As IFAC achieved a more significant global profile, events in the external environment began to
have a greater impact on the organization’s role.

In 1997, the East Asian financial crisis disrupted the economies of several Asian nations,
demonstrating their interconnectedness to one another and to the wider global economy. While
there were a number of causes attributed to the East Asian financial crisis, including economic
and financial policies at a national level, a lack of transparency and the quality of financial
reporting were seen as significant problems.

In response to the crisis and calls for the profession to focus on its civic responsibility, IFAC
increased its outreach to and support of developing nations, it established an Anti-Corruption
Task Force, and it expanded the independence and other ethical guidance in the Code of Ethics.
The crisis also evoked responses from market regulators and central bankers, leading to the
strengthening of several international organizations and the creation of the Financial Stability
Forum.

Global capital markets continued to grow in the years leading up to the millennium, but moved
sharply downward in 2001 following the collapse of Enron and financial reporting scandals at
WorldCom and other companies. A wave of worldwide legislative and regulatory measures
followed, lead by the Sarbanes-Oxley (SOX) Act in the United States. This act established new
corporate governance requirements for publicly listed companies and created a new entity, the
Public Company Accounting Oversight Board, to develop standards for listed entities and to
conduct inspections of audit firms” work. The SOX Act was a milestone for another reason: its
reach extended beyond national borders to include foreign companies domiciled outside the
United States.

Significant regulatory changes also occurred in a number of other countries as governments

explored more external regulatory options and looked at how self-regulation and external
regulation could more effectively reinforce one another. At the international level, IFAC too
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explored how to strengthen regulatory structures for the profession to better protect the public
interest.

Working with a group of international regulators and organizations — including the International
Organization of Securities Commissions, the Basel Committee on Banking Supervision, the
Financial Stability Forum, the International Association of Insurance Supervisors, and the World
Bank — IFAC developed a series of public interest reforms that were unanimously adopted at the
IFAC Council meeting in November 2003. One of the most significant of these reforms was the
establishment the Public Interest Oversight Board (PIOB) in February 2005 to oversee IFAC’s
auditing and assurance, ethics, and education standard-setting activities as well as its Member
Body Compliance Program. The PIOB’s creation was the result of collaborative effort by the
international financial regulatory community, working with IFAC, to ensure that auditing and
assurance, ethics and educational standards for the accounting profession are set in a transparent
manner that reflects the public interest. Additional reforms implemented by IFAC in the past five
years include:

e The establishment of the IFAC Member Body Compliance Program, which requires
IFAC members and associates to demonstrate their commitment to promote adoption of
international standards and establish quality assurance and investigation and discipline
programs;

e Enhanced transparency of IFAC governance and the standard-setting process, including
holding standard-setting board meetings open to public observers and providing more
information about IFAC and the work of its standard-setting boards through its website;

e Expanded public interest input to all IFAC standard-setting boards, including having
public members serve on each of the boards and extending the comment period on all
proposed standards and guidance to at least 90 days;

e Establishing or expanding the roles of Consultative Advisory Groups to provide the
standard-setting boards with public interest input from users of their standards;

e Enhanced nominations process that provides greater access to membership of the Public
Interest Activity Committees from interested parties and a move to 50 percent of
membership from non-practitioners; and

e The creation of the IFAC Regulatory Liaison Group to work with the Monitoring Group
of regulators.

These reforms received the unanimous support of member bodies at the IFAC Council in
November 2003. They were also supported by the large accounting firms that participate in
IFAC through the Forum of Firms. Established in 2001, the Forum provides a means for
international networks of audit firms to have a role in IFAC activities. Members of the Forum
agree to meet certain significant requirements, including committing to raising the quality of
international audit practice, using international standards and applying relevant sections of the
Code of Ethics for Professional Accountants. The executive committee of the Forum is the
Transnational Auditors Committee (TAC), which develops good practice guidance on topics
including application of International Financial Reporting Standards. The TAC also provides
nominees for IFAC’s auditing and assurance, ethics and education standard-setting boards.
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Serving the Diversity of the Profession

The turn of the century also marked a time of expanding focus for IFAC on serving and giving a
voice to other segments of the profession, including small and medium practices (SMPs) and
professional accountants in business. To address the needs of these constituencies and to ensure
that it had sufficient professional support to carry out its public interest programs, IFAC’s staff
expanded to include experienced professionals who can address the broader range of issues
facing IFAC.

In recent years, IFAC has acted to ensure that the voice of small and medium practices (SMPs) is
heard by its independent standard setting boards and also by other standard setters, such as the
International Accounting Standards Board (IASB). With the formation of its SMP Committee in
2005, IFAC has launched new initiatives to support SMPs and the small and medium entities
(SMEs) they serve. These activities include organizing international forums dedicated to
addressing SMP/SME issues, leveraging technology to facilitate the sharing of knowledge ideas
and resources, and developing implementation guidance to support SMPs in effectively
performing audits and otherwise serving SMEs. These initiatives recognized the increasing role
of SMEs in the global economy. SMEs today represent 99 percent of all enterprises in the
European Union, 99 percent of businesses in the Asia Pacific Economic Cooperation region, and
99.7 percent of all employers in the United States.

As the profession has grown globally so, too, has its impact within businesses and organizations.
Professional accountants in business — those working inside business, industry, the public sector,
the not-for-profit sector, and academia — today represent over one-half of the membership of
IFAC’s members and associates. This broad and diverse constituency has seen a shift in its role
and focus from traditional bookkeeping and financial reporting functions to encompass many
new areas, including information technology, management, strategy development, risk analysis,
and helping to shape the ethical tone of the organization.

Reflecting the changing and expanding responsibilities of its constituents, IFAC’s Management
Accounting Committee, which was created in 1978, was renamed the Professional Accountants
in Business (PAIB) Committee in 2004. For more than a decade, the PAIB Committee has
published its annual collection of Articles of Merit on current issues facing professional
accountants in business. The changing focus of these articles is indicative of the changing roles
of accountants in business. While the winning article of the first Articles of Merit competition
focused on budgeting, the 2007 winning article provided new insight into finding the proper mix
of strategy and management practices in enhancing company performance. The expanding scope
of topics in Articles of Merit is just one sign of the increasing breadth and depth of issues that are
being addressed by IFAC member bodies around the world.

As it looks to the future, the PAIB Committee has started to develop good practice guidance on

key issues impacting professional accountants in business, including developing corporate codes
of conduct, internal control, and enterprise governance.
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Expanding Markets and Membership

In its first fifteen years, IFAC’s membership had doubled to include 106 professional
accountancy bodies in 78 countries, representing more than one million accountants worldwide.
In 1989, the world witnessed the fall of the Berlin Wall. The fall not only symbolized the end of
the Cold War between Eastern Europe and the West, but also offered the opportunity for many
nations to join the economic mainstream and to begin building capital markets. The development
of capital markets in these countries

required the skills of professional Growth in IFAC Membership (1977 — 2007)
accountants and auditors, and a number of
formerly Communist countries saw the

establishment or further development of 007 I
professional accountancy bodies, many of
which joined IFAC in the following years. 199 |

Since IFAC’s founding, there has been 198 |
recognition of the unique needs of the
profession in developing and emerging 19
nations. Over the years, IFAC has grappled e

with how to address issues specific to
developing countries and how best to serve
the professional accountants who

contribute to these economies. Solutions to
the unique problems of developing countries have come about through collaboration with IFAC
member bodies in more developed countries, which are often the most experienced and best
equipped to serve as mentors for less developed professional organizations.

As IFAC matured, a more comprehensive program to support developing nations was
established. With the creation in November 2005 of the Developing Nations Committee, IFAC
further strengthened its relationships with governments and others working to develop the
profession worldwide. It also began arranging international forums to raise awareness of the
issues affecting developing nations and to bring together individuals and organizations that can
make a meaningful contribution to developing the profession in particular regions. To support
the establishment and development of professional accountancy bodies, IFAC produced a
Developing Nations Toolkit. This important guidance has been translated into Spanish, Russian,
and French to make this resource as widely available as possible.

These initiatives have indeed made a difference. By 2007, IFAC’s members and associates
together represented nearly 120 countries and jurisdictions, and the organization had advanced
closer to its ultimate goal of establishing an IFAC member body in every country in the world.
Celebrating 30 Years of Progress

As part of its work to support developing nations and to facilitate collaboration with its members

and associates, IFAC has made spokesmanship and outreach a priority. IFAC holds annual
meetings with groups of Chief Executives of its member bodies in various parts of the world to
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be able to keep a pulse on the profession’s challenges as well as on national initiatives. To
further strengthen communications, IFAC’s President, Chief Executive Officer, and other leaders
regularly visit member bodies around the world. In the past two years alone, IFAC’s President
and CEO visited nearly 40 member bodies in 34 countries on six continents.

Together with member bodies, IFAC has also developed tools to make resources and information
more widely available to accounting professionals worldwide. In October 2006, IFAC and 13

member bodies launched the KnowledgeNet for
Professional Accountants (IFACnet.com), a
global multilingual search engine targeted
specifically to professional accountants. Member
bodies also played a key role in the development
and launch in August 2007 of the multilingual
IFAC website that features information and news
in Arabic, Chinese, French, Russian, Spanish, and
English, IFAC’s official language. IFAC and its
members and associates are also working together
in communicating key messages, including the
attractiveness of the profession, its role in
economic growth and development, and the
profession’s shared ethical values, among others.

In marking its 30™ anniversary, IFAC celebrates
Thirty Years of Progress that have been achieved
by working with member bodies and associates,

Further Information

For more information on IFAC and its
committees and standard-setting boards, visit its
website at http://www.ifac.org.

More information on IFAC’s history and
development is available at
http://www.ifac.org/history.

All IFAC standards and guidance can be
downloaded free-of-charge from the IFAC
online bookstore: http://www.ifac.org/store.

The Public Interest Oversight Board’s website
can be viewed at http://www.ipiob.org.

regional accountancy organizations, and the hundreds of professionals who serve and have
served as volunteers on IFAC boards and committees. It is ultimately their dedication that has
contributed to the evolution of IFAC and that has encouraged accountants worldwide to carry out
their responsibilities with integrity, transparency and expertise, and in so doing, to make positive
and lasting contributions to the societies in which they work and live.
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Presidents of the International Federation of Accountants

1. Reinhard Goerdeler, Germany
(1977 - 1980)

2. Gordon Cowperthwaite, Canada
(1980 - 1982)

3. Washington SyCip, Philippines
(1982 - 1985)

4. Robert May, United States
(1985 - 1987)

5. Richard Wilkes, United Kingdom
(1987 - 1990)

6. Bertil Edlund, Sweden
(1990 - 1992)

7. Peter Agars, Australia
(1992 - 1995)

8. Juan Herrera, Dominican Republic
(1995 - 1997)

9. Frank Harding, United Kingdom
(1997 - 2000)

10. Tsuguoki Fujinuma, Japan
(2000 - 2002)

11. René Ricol, France
(2002 - 2004)

12. Graham Ward, United Kingdom
(2004 - 2006)

13. Fermin del Valle, Argentina
(2006 - 2008)
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