
     IASB MEETING–April 2011 

It was only a target, not a deadline … 
 
The most interesting board decision at this April’s joint meeting of the IASB and FASB took place in a 
closed ‘administrative’ session, and not during the public standard-setting sessions. The two boards 
decided officially to admit that the 30 June deadline for completing the ‘priority’ standards was not 
achievable, and would shift to 31 December. The reason? - to give constituents time to examine the 
proposed new standards in case there was any lack of operationality. 
 
After the April standard-setting meeting, for which FASB members came to London, the two boards 
issued a joint statement of progress on the G20 convergence programme and the IASB-FASB 
Memorandum of Understanding projects. In essence this said: 
 

- We will finish deliberations on leasing and revenue recognition by 30 June, and then decide 
whether we need to re-expose, and if not will publish near-final drafts for comment on any 
operational issues. The final standards should be published by 31 December. 

- We will finish deliberations on the insurance standard by the end of the year, the IASB will 
issue a final standard and the FASB an exposure draft. 

- We will aim to finish deliberations on impairment of financial assets and netting of financial 
assets and liabilities by 30 June. 

- But hedging will take a few more months, and the IASB will expose for comment the FASB’s 
revised package of financial instruments accounting when it is issued later this year, and review 
whether convergence is possible. 

- Work will not re-start on financial statement presentation until 2012 
 
The IASB issued at the same time a podcast consisting of a joint interview of Sir David Tweedie (IASB 
chair) and Leslie Seidman (FASB chair), by the IASB’s director of communications. Ms Seidman said 
in that podcast: ‘let me clarify any misunderstanding about the June 2011 date. It was always intended 
to be a target, not a deadline, and we always said that achieving the target was subject to the nature and 
extent of the feedback that we got on each of the exposure documents.’ 
 
Sir David Tweedie commented on the 30 June ‘target’. He said: ‘it actually gave both boards great 
focus, and we are probably further ahead than we would have been had we not had that focus’. 
Realistically, constituents could expect a leases standard and a revenue recognition standard by the end 
of this year, with a likely effective date of January 2015. The leases standard would exempt leases of 
under 12 months’ duration, but all other leases would give rise to a right of use asset and a lease 
liability in the lessee’s balance sheet. If a contract is not for a specified asset, though, it could be a 
service contract, not a lease. 
The revenue recognition standard would distinguish between sale of a good and a service. Anything 
giving ‘continuous delivery’ would be a service. The notion of transfer from seller to buyer remains the 
key principle, but the issue of transfer of control is less dominant than in the exposure draft. 
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In April the IASB staff started to bring forward papers on macro-hedges. This is one of the 
areas of IAS 39 viewed as most controversial by French banks. The staff are promoting 
something that looks very like what the IASB turned down in 2003. The discussion at board 
meetings regularly becomes incomprehensible as IASB member John Smith (former financial 
instruments supremo at Deloitte, New York and chairman of the old IAS 39 implementation 
group) debates the finest of detail with Martin Friedhoff, a senior staff member with an 
encyclopaedic grasp of banking practices, rules and finance theory. 

 
 
       

 
 

 
 

At the latest board meeting John Smith complained that fellow board members who had 
supported the IAS 39 approach were not sticking by it. Sir David Tweedie suggested that some 
now thought that hedging of layers was a better answer than hedging percentages. A complete 
replacement of IAS 39 must be at best an aspiration for 2012. But again, it will likely have the 
January 2015 application date. 

 

 
 
   
 

A footnote on hand-over: Ian Mackintosh, the deputy chairman-elect of the IASB, has been 
attending board meetings in recent months, although mostly not intervening in the debate. 

 
The IASB will have to decide whether to re-expose both these, because both will include 
significant changes from the exposure drafts. However, the staff is likely to argue that changes 
are (a) in response to constituent feedback, and (b) make the rules easier to apply, so re-
exposure is not necessary. Opponents of the proposals will of course call for re-exposure as that 
would delay each standard by at least a year, and give the opportunity to re-examine the issues. 
 
The insurance project continues to drag on – Sir David Tweedie inherited it from the 
predecessor board which had already spent some time on it. It is certain he will have to pass the 
burden on to Hans Hoogervorst and Ian Mackintosh, his successors. The IASB issued a 
discussion paper in 2007 could probably have finalised the standard by now had the FASB not 
decided to join in the project at a late stage.  
 
The FASB added the project to its agenda in October 2008, and since then the two boards have 
been re-deliberating all the issues.  Currently the Boards remain divided on two major aspects: 
the run-off of the difference between revenues and expenses, and whether there are two basic 
insurance measurement models (life and property/casualty) or one. The progress report says: 
‘The boards are aiming to complete their deliberations on the major issues by the end of June, 
but are unlikely to have completed all discussions until the second half of 2011’. 
 
The financial instruments picture is even more complicated, as both progress report and podcast 
underline. The two boards started from different places and faced different pressures during the 
financial crisis. They are trying to get to the same place on impairment, but feedback on their 
latest proposals does not help. Staff presented a paper at the main April meeting that showed 
that the compromise proposal unveiled at the beginning of the year is rejected by US banks and 
not popular anywhere else. 
 
The FASB is revising its May 2010 package of financial instrument accounting proposals, but 
while trying to reduce the use of fair value measurement through profit and loss has decided to 
introduce a third category of financial instruments at fair value through Other Comprehensive 
Income. This closely resembles the old ‘available for sale’ category which the IASB has 
abandoned in IFRS 9. The convergence strongly exhorted by the G20 looks a long way away, 
and certainly is not achievable by the end of 2011, if at all. 
 

 

 

  


