
  
 

 
 
 
 
 
 
 
 
 
The final communiqué of the Toronto meeting of G20 leaders urges the IASB and FASB to increase 
their efforts to converge by the end of 2011. However, the progress report from the Financial 
Stability Board (FSB) to the G20 praises the IASB and criticises the FASB for its financial 
instrument proposals. 
 
The G20 leaders agreed at their Pittsburgh summit in 2008 on a programme for enhancing financial 
stability. They gave responsibility for overseeing implementation of this to the Financial Stability 
Board. The FSB has since then been closely involved with the IASB and FASB in their initiatives 
to address the accounting issues arising from the financial crisis. 
 
A key imperative stressed by the G20 was convergence on high quality accounting standards by 
June 2011, and this has driven the IASB’s project timetable. The IASB has introduced many extra 
meetings into its schedule and meets regularly in joint session with the FASB either by video or in 
person to meet this objective.  
 
The G20’s current reference to convergence by the end of 2011 seems to reflect the IASB and 
FASB’s joint statement about deferring part of their programme. The FSB notes the modified 
programme and adds that the delay should not impact the SEC’s decision in 2011 as to whether to 
adopt IFRS for US issuers. 
 
The FSB’s comments are to be found in an ‘overview of progress’ towards Pittsburgh objectives 
issued by the FSB for the Toronto meeting. In a covering letter, FSB chairman Mario Draghi says 
that progress continues to be made by the IASB and FASB, but he adds: ‘However, in the area of 
financial instruments accounting, there is a potential for divergent accounting standards for lending 
activities, a subject of importance for financial stability. As we noted before the Pittsburgh Summit, 
the FSB is particularly supportive of standards that do not expand the use of fair value for lending 
activities.’ 
 
The progress report itself is more specific than the covering letter. It says ‘While IASB efforts have 
been broadly consistent with this recommendation, the FASB proposal in May 2010 sets forth an 
approach using fair value measurement on the balance sheet and through “other comprehensive 
income” for loans and investments in debt securities. Under this proposal, changes in fair values of 
lending instruments would affect reported shareholders’ equity, but would not be included in profit 
and loss.’ 
 
The report notes that there is the potential that the two standard setters may reach different 
conclusions on the accounting for lending activities in their final standards. They comment: ‘We 
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hope that the accelerated dialogue between the Boards announced by the IASB and FASB 
Chairmen, including the Boards’ consideration of the comments of stakeholders, will result in 
improved and converged approaches in their final standards as recommended in the FSB report.’ 
 
The FSB does however report progress in other areas.  It notes that both standard-setters have put 
forward proposals to include a broader range of credit information in measuring impairment of 
financial assets. It says this will improve the transparency of the information provided to investors 
and potentially help lessen the effect of procyclicality. The FSB notes that the approaches ‘have 
significant differences’ from each other but says the Boards are seeking to converge their 
approaches. 
 
The regulator says that it had concerns that the IASB’s proposals on derecognition would require 
repurchase agreements to be treated as sales in certain situations. It notes that the IASB has revised 
its plans. 
 
The issue of netting financial instruments is also one of concern to the FSB. It points out that 
different netting or offsetting rules as between IFRS and US GAAP can result in significant 
differences in the total assets of large financial institutions. This has implications for the ability of 
the Basel Committee to frame international leverage ratios.  
 
The FSB says that the two Boards have resolved to issue an exposure draft that would address the 
differences in their respective literature for netting derivatives and other financial instruments. It 
also notes that both Boards will align requirements how to measure fair value when markets 
become less active and how to address adjustments for valuation uncertainty. The IASB is to issue a 
fair value measurement standard and the FASB to amend its existing standard. 
 
The G20’s final communiqué (or at least the leaked version so far available) also makes reference to 
IASB governance. This says that the G20 have encouraged the IASB to further improve the 
involvement of stakeholders, including outreach to emerging market economies, within the 
framework of the independent accounting standard-setting process. 
 
The FSB report was supportive in this area, noting the G20 requirement but commenting: ‘The 
IASB has maintained an extensive programme to further improve the involvement of various 
stakeholders.’ 
 
 
 


