
 
 

The financial reporting aspects of the Pittsburgh G20 
summit 

 
 
International institutions support IASB changes to IAS 39 
 
The final communiqué of the Pittsburgh summit of the G20 contented itself with 
expressing a desire for international convergence by 2011. However the Financial 
Stability Board went into more detail, recommending that the IASB and FASB sort 
out a converged solution to financial instruments. 
 
While France, Germany and Italy are believed to have gone into the G20 summit with 
the aim of opposing continued convergence, the final communiqué shows no apparent 
wavering of G20 support for international convergence. The Trustees of the IASC 
Foundation had written directly to President Obama as host of the Pittsburgh summit, 
pointing out that they fully supported the G20`s aims and setting out the progress they 
had made towards these.  
 
The G20 communiqué commented in a single paragraph: 
 

We call on our international accounting bodies to redouble their efforts to 
achieve a single set of high quality, global accounting standards within the 
context of their independent standard setting process, and complete their 
convergence project by June 2011. The International Accounting Standards 
Board’s (IASB) institutional framework should further enhance the involvement 
of various stakeholders.  

 
However, the G20 delegates to the Financial Stability Board (FSB) the detailed 
follow-up of the regulatory framework, including accounting standards. The FSB (of 
which the IASB is a member) provided its own report to the G20 summit. That report 
goes into much more detail on convergence. 
 
The FSB report notes that ‘Important steps have been taken to improve existing 
standards and to enhance dialogue with prudential authorities’ However it then goes 
on to warn: ‘in some instances, achieving improved valuation and provisioning 
standards alongside the goal of convergence need further attention by standard 
setters.’ 
 
The report goes on to draw attention to issues where the FASB and IASB ‘are 
onsidering a variety of approaches which could possibly lead to divergences between 
IASB and FASB standards.’ They cite the basic model where the FASB is going 
towards more use of fair value while the IASB is proposing a mixed attribute model. 
 
The FSB says the Board should simplify and improve the principles for accounting for 
financial instruments and their valuation. They specify: ‘We are particularly 
supportive of continued work in a manner that does not expand the use of fair value in 
relation to the lending activities (involving loans and investments in debt instruments) 
of financial intermediaries.’ That can be seen as discouragement for the FASB’s 
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approach, although some European commentators believe that even the IASB’s mixed 
attribute approach would increase the use of fair value. 
 
The FSB report also draws attention to differing proposals on impairment. It notes 
that the IASB is working on an expected loss model while the FASB is working on a 
fair value approach to impairment. It notes that the IASB approach would generally 
recognize credit losses earlier and would mitigate procyclicality. 
 
The IASB gets less support for its proposed de-recognition model, The FSB notes that 
this would lead to repurchase agreements being treated as sales and forward contracts 
and going off balance sheet.  The FASB would keep these on balance sheet. 
 
The report adds: ‘Moreover, continuing differences in accounting requirements of the 
IASB and FASB for netting/offsetting of assets and liabilities also result in significant 
differences in banks’ total assets, posing problems for framing an international 
leverage ratio.’  
 
The FSB recommends that ‘additional work in the areas above is urgently needed in 
order to meet the important objectives of convergence, transparency and the 
mitigation of procyclicality, as standard setters continue their efforts to improve the 
quality of their standards and reduce the complexity of their standards on financial 
instruments.’ 
 
The report calls for standard setters to incorporate a broader range of credit 
information in provisioning and to recognize credit losses on portfolios at an earlier 
stage. They recommend continuing work on the expected loss impairment model. 
 
The report asks the standard-setters to take account of the Basel Committee’s recent 
recommendations on issues to be considered by standard-setters. It also commends the 
IASB for its enhanced dialogue with prudential regulators and other stakeholders. 
 
The Basel Committee on Banking Supervision has published what it calls its ‘Guiding 
principles for the replacement of IAS 39’. This says the replacement standard should 
improve decision-usefulness, including for prudential regulators. 
 
The Basel principles say there should be no expansion in the use of fair value 
accounting, in particular through profit and loss, for institutions concerned with credit 
intermediation. Lending instruments should not end up being at fair value. 
 
They say ‘The new standard should allow banking transactions to be portrayed in a 
robust and consistent manner in line with their economic substance. There should be a 
strong overlay reflecting the entity's underlying business model as adopted by the 
Board of Directors and senior management, consistent with the entity’s documented 
risk management strategy and its practices, while considering the characteristics of the 
instruments.’ 
 
The principles also specify the use of expected losses for impairment and call for the 
exercise of professional judgment. The same approach should be used for all 
instruments held at amortised cost. It says that hedging rules should be simple and 
reflect the entity’s business model. 


