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DATE:  OCTOBER 5, 2007 

TO:   COUNCIL 

FROM:   EDWARD CHOW 
CHAIR, PROFESSIONAL ACCOUNTANTS IN BUSINESS 
COMMITTEE  

SUBJECT:  REPORT FROM THE PROFESSIONAL ACCOUNTANTS IN 
BUSINESS  

________________________________________________________________________ 

Section 1 Introduction 
1.1 This annual report outlines the activities of the IFAC Professional Accountants in 

Business (PAIB) Committee in 2007 and details of activities planned for 2007/8.  
During 2007, the Committee met twice – in Amsterdam in April and in Montreal 
in October.  The Committee’s Task Force met twice in New York and London, 
for two days on each occasion, to pursue the drafting and development of its 
principles-based work program as a significant part of the Committee’s agenda. 

1.2 The Committee serves IFAC member bodies and the more than one million 
accountants worldwide who work in commerce, industry, the public sector, 
education, and the not-for-profit sector.  Its aim is to enhance the profession by 
encouraging and facilitating the global development and exchange of knowledge 
and good practices.  It also works to build public awareness of the value and roles 
of professional accountants in business.    

1.3 It is relevant to place this in the context of IFAC’s strategic theme: Sustainability 
of the profession supported by the Committee’s contribution to improving the 
quality and consistency of financial management and other PAIB practices with 
its program of principles-based pronouncements and supporting information 
papers. 

Section 2  PAIB Committee Strategy and Objectives 
2.1 PAIB Committee’s Mission is 

“To enable IFAC to uniquely add value to Professional Accountants in Business.” 

2.2 PAIB Committee’s Strategic Objectives are 

• Facilitate communication and sharing of knowledge between IFAC member 
bodies regarding professional accountants in business; 

• Develop good practice guidance in areas of strategic importance to 
professional accountants in business; 

• Promote the value added role of professional accountants in business; 
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• Be the resource within IFAC for member bodies, their members and other 
external organizations seeking good practice guidance and information on 
matters in the field of practice of professional accountants in business; and 

• Proactively identify and influence internal and external stakeholders, from 
organizations of all sizes, on key issues related to standards, codes, regulations 
and public interest expectations. 

Section 3  Key Highlights and Services Delivered during 2007 
The Launch of the Committee’s principles-based work program 

3.1 The Committee launched its program of principles-based pronouncements based 
on two document types: International Management Accounting Statements 
(IMAS) and International Good Practice Guidance (IGPG).  The proposed Preface 
to IMASs and IGPGs and proposed IMAS on Project Appraisal Using DCF were 
exposed for consultation in a 90-day period between June and September. 

3.2 The proposed Preface to IMASs and IGPGs was downloaded around 1500 times 
during the exposure period of 90 days, and the proposed IMAS on Project 
Appraisal Using DCF was downloaded over 2200 times. However, only twelve 
responses were received to each exposure draft.  Of the responses to the Preface, 
around half supported the proposals and the other half had strong opinions in 
favor of a single document type.  I have asked the incoming Board to approve the 
PAIB Committee’s decision to move to one-document type titled International 
Good Practice Principles and Guidance.  In the Committee’s considered view, 
one-document type will be less confusing to our audience and this title better 
describes exactly how the documents are structured i.e. principles supported with 
application guidance.  The Committee felt that the use of the term ‘statements’ in 
the title projected a negative connotation of more rules and regulation when in 
fact the emphasis in undertaking this program is to promote principles to enable 
professional accountants in business to use their professional judgement in 
applying good practice. 

3.3 In June, the Committee released its first principles-based guidance, Defining and 
Developing an Effective Code of Conduct for Organizations. This guidance 
assists professional accountants and their organizations in developing and 
implementing a code of conduct within a values-based culture.  We have received 
good feedback on its usefulness to the development and review of an 
organization’s current ethics program. 

The role of professional accountants in business in medium-sized enterprises 

3.4 An interview based information paper is being developed to identify and consider 
typical challenges for medium-sized enterprises and the role of the PAIB in 
responding to them.  The report will consist of around 10 articles based on 
interviews with individual PAIBs. The articles will focus on the typical challenges 
for medium-sized enterprises and the practices and tactics professional 
accountants in business applied to address these. In taking this approach, each 
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article should highlight practices that other PAIBs might find useful in addressing 
issues within their own organizations.  We aim for publication in early 2008. 

Sustainability 

3.5 Following the Committee’s two information papers published in 2006: Why 
Sustainability Counts For Professional Accountants in Business, and Professional 
Accountants in Business – At the Heart of Sustainability? – we have developed a 
framework for thinking about sustainability to help explain the different facets of 
the topic to professional accountants in business and the organizations they 
serve.  This framework usefully breaks down the area into an internal 
management perspective, the investor perspective and the wider stakeholder 
perspective and therefore hopefully defines the topic in a useful way for the 
professional accountants in business to initiate the practice of and reporting on 
sustainability.  This might deal with the confusion that seems to have stifled many 
professional accountants in business when thinking about sustainability.  The 
initial feedback on our proposal from the IFAC Sustainability Experts Advisory 
Panel and the board has been positive. 

Internal control interview based information paper 

3.6 Following the 2006 information paper that reviewed current developments and 
thinking on internal control frameworks and practices, at the end of August 2007 
we published an internal control information paper with interviews of senior 
professional accountants in business titled Internal Control from a Risk-Based 
Perspective.  This investigated their key lessons and experiences in implementing 
a risk-based approach to internal control in helping an organization manage its 
overall risk.  The publication generated some good press coverage, most notably 
an article in the Financial Times as well as comments from PAIBs. It received the 
highest download of all PAIB publications in 2007 with 3,574 downloads within 
its first month of release.   

Section 4  Planned Services for 2007/8 
Principles-based Pronouncements 

4.1 In addition to revising and republishing its Preface, the Committee’s current work 
program in relation to principles-based guidance is: 

• Final guidance on Project Appraisal Using DCF: The Committee received 
12 responses to its recent exposure draft and is in the process of considering 
these and will revise the document for publication in early 2008.  We received 
some support for undertaking follow-up and related topics on using and 
calculating the cost of capital and post (project) completion review and audit.  
However, the Committee will not consider these in further detail before its 
next meeting in South Africa in 2008.  It is our view that we need to deliver 
on the current high priorities identified in our program first. 

• Proposed guidance on Enterprise Governance: to provide principles-based 
guidance for the professional accountant in business on improving and 
evaluating enterprise governance. While recognizing that there are diverse 
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approaches to Enterprise Governance among varied organizations and 
cultures, this guidance is based on the premise that the presence of certain 
factors and behaviors can enhance the opportunities for better outcomes and 
increased shareholder and stakeholder value across all entities. 

• Proposed guidance on Internal Control from a Risk Based Perspective: 
leveraging both on the 2006 paper reviewing current developments and the 
newly published information paper based on interviews with PAIBs, this 
principles-based guidance on internal control from a risk-based perspective 
will provide a benchmark for good practice in internal control. Our aim is to 
focus on mainly higher level (behavioral) principles and therefore staying 
away from principles that have already been framed in other guidance on 
internal control.  This will help to bridge the gap between the already existing 
good practice guidance and the actual use of it. 

• Proposed guidance on Costing for Decisions: it is our aim to produce high 
level costing principles that reflect what often goes wrong in costing in 
organizations and supports professional accountants in business in applying 
good practice.  A principles-led approach could encourage professional 
accountants in business to focus on costing for decision making rather than on 
costing for costing sake.  The Committee also feels that this is the kind of 
guidance that can help professional accountants in business meet the challenge 
of explaining their work and the reason behind it to the non-accountants with 
whom they work and serve. 

Sustainability 

4.2 The Committee aims to publish in the second quarter 2008 an information paper 
promoting its sustainability framework.  As mentioned in 3.6, this will be a 
direction finding document for professional accountants in business as well as a 
relatively unique attempt to present the key dimensions of sustainability and 
corporate social responsibility of interest and relevance to the role and domain of 
professional accountants in business. 

Articles of Merit 

4.3 The Articles of Merit Award Program recognizes published articles that the 
Committee judged to have made a distinguished contribution to the development 
and the roles and domain of professional accountants in business.  We will 
continue to select the best articles contained in member body journals around the 
world in 2008 and continue to consider ways to attract wider participation and to 
enhance the involvement of professional accountants in business. 

Business reporting 

4.4 The Committee is considering enhancing its role in supporting professional 
accountants in business as preparers of financial reports by advocating the 
development of broader narrative reporting (using the management commentary 
model suggested by the IASB’s Management Commentary research group in its 
2005 discussion paper) and perhaps by producing an IFAC guidance to fill a 
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perceived vacuum in international guidance on narrative reporting.  The first part 
of our role is one of advocacy and we will encourage the IASB to press ahead 
with developing a standard on management commentary as a priority project on 
its agenda.  Depending on its timing, we might choose to develop a separate 
guidance in the interim. 

4.5 Details of our full work program with timeline is appended. 

Section 5  Working with other Boards and Committees 
5.1 The PAIB Committee continues to work with other IFAC Boards and Committees 

on matters relevant to the professional accountant in business. 

IAASB: Issues relating to sustainability. 

IPSASB: Issues relating to the Committee’s public sector research. 

Section 6  Conclusion 
6.1 Members and technical advisers of the PAIB Committee continue to be actively 

involved in the various projects and for this, they and their member bodies are due 
considerable thanks for supporting our work program. 
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TIMETABLE OF DEVELOPMENT OF PROJECTS AND COMMITTEE PUBLICATIONS 
Topic/product March 07  

Committee 
July 07  

Task Force 
October 07 
Committee 

January 08
Task Force 

March 08
Committee 

July 08
Task Force 

October 08
Committee 

Responsibility
Volunteer    

Staff 

Priori
ty 

Activity/
Paper 
type 

The Preface Preface 
approved for 
exposure 

 Consider 
responses to 
ED 

Consider 
revised 
Preface, 
IFAC Board 
response & 
circulate to 
committee 
for feedback 

Further 
discussion 
as required. 

  EC SG/
VT 

H Preface 

Roles & 
Domain 

    Begin 
discussions 
on updating 
roles & 
domain 
paper 

Develop 
proposal(s) 

Consider 
initial 
proposal(s) 

EC SG/
VT 

M IP 

Member 
body survey 

   Consider the 
results of 
current MB 
surveys and 
the 
possibility 
of another 
international 
survey 

      Survey 

Investment 
decision 
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Topic/product March 07  
Committee 

July 07  
Task Force 

October 07 
Committee 

January 08
Task Force 

March 08
Committee 

July 08
Task Force 

October 08
Committee 

Responsibility
Volunteer    

Staff 

Priori
ty 

Activity/
Paper 
type 

Project 
Appraisal 
Using DCF 
Analysis 

ED 
approved 
subject to 
fatal flaw 
review 

 Consider 
responses to 
ED & 
suggested 
topics for 
development 

Consider 
redrafted 
paper. 
Circulate to 
Committee 
for fatal flaw 
review + 
publication. 

   RM SG H Principl
es 

Calculating 
& using Cost 
of capital 

 Consider 
existing 
member 
body & 
other 
resources 
and review 
scope 

Assess 
feedback to 
ED on DCF 
& reassess 
priority 

 Reconsider 
priority & 
timeline 

  RM SG L Scoping 

Post (project) 
completion 
review 

 Consider 
existing 
member 
body & 
other 
resources 
and review 
scope 

Assess 
feedback to 
ED on DCF 
& reassess 
priority 

 Reconsider 
priority & 
timeline 

  RM SG L Scoping 

Managing for 
value 

 Consider 
existing 
member 
body & 
other 
resources 
and review 
scope 

  Discuss & 
decide on 
way forward 

  RM/A
R 

SG L Scoping 

Costing            
Costing Draft IMAS Revised Discuss new Draft ED for Approve an   PP/BL/ SG/ H Principl
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Topic/product March 07  
Committee 

July 07  
Task Force 

October 07 
Committee 

January 08
Task Force 

March 08
Committee 

July 08
Task Force 

October 08
Committee 

Responsibility
Volunteer    

Staff 

Priori
ty 

Activity/
Paper 
type 

reviewed 
with 
comments 

draft ED of 
IMAS + 
plans for 
next steps 

approach 
and 
principles 

discussion ED for 
publication 

EM VT es 

Enterprise 
Governance 

Discussed 
approach to 
principles 

Redraft of 
principles 
and 
application 
guidance 

ED for 
approval 

Redraft of 
paper to 
incorporate 
comments 

Approve an 
ED for 
publication 

  PP/BL VT H Principl
es 

Internal 
control from 
a risk mgt 
perspective 

Discussed 
approach to 
principles 

Redraft of 
principles 
and 
application 
guidance 

Committee 
review of 
principles  

Draft ED for 
discussion 

Approve an 
ED for 
publication 

  JM VT H IMAS/I
GPG 

Sustainability Commence 
scoping 

Review 
scope & 
consider 
existing 
member 
body & 
other 
resources 

Committee 
approved 
development 
of IP based 
on proposed 
framework 

Consider 
progress of 
development 
of IP 

Approve an 
IP for 
publication 

  RA/LB SG/
VT 

H IP 

Business 
reporting 

  Discussed & 
included as 
project 

Consider 
FRSC 
project 
recommenda
tions & 
options for 
Committee 
project(s)  

   EC VT/S
G 

H Advoca
cy role 
& 
possible 
IP 

Other 
products 

March 07 Between 
meeting 

October 07 Between 
meeting 

March 08 Between 
meeting 

October 08 Responsibility  Paper 
type 

MEs Status report 
and identify 

Interviews 
and drafting 

Progress 
report 

Publication 
of final IP 

Consider 
lessons 

  JM VT H IP 
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Topic/product March 07  
Committee 

July 07  
Task Force 

October 07 
Committee 

January 08
Task Force 

March 08
Committee 

July 08
Task Force 

October 08
Committee 

Responsibility
Volunteer    

Staff 

Priori
ty 

Activity/
Paper 
type 

interviewees of IP learned from 
interviews 

Public sector Status report Survey Consider 
draft survey 

 Analysis of 
survey 
results 

  RT VT M Survey 

Articles of 
Merit 

Identify 
judging 
panel 

Selection of 
award 
winning 
articles and 
publication 

  Review 
approach to 
the program 

  EC SG/
VT 

H IP 

 Continuous review of recent publications 
Defining and 
Developing a 
Code of 
Conduct for 
Organization
s 

Published 
principles-
based 
guidance 

  Consider 
revisions 
based on 
feedback 
from PAIBs 

Consider 
proposed 
refinements 
and potential 
related 
projects 

  BL SG Ong
oing 
revie

w 

Principl
es  

Legend: 
• ED denotes Exposure Draft (exposure period is 90 days and consideration of responses refers to responses to an ED) 
• IP denotes Information Paper. 


