
     IASB MEETING–June 2011 

Surprises as era comes to an end 
 
The June meeting of the IASB marked the end of an era, but was also the occasion for some surprises 
as the IASB and FASB decided to re-expose their revenue recognition project, and thereby put off its 
finalization for at least a year. 
This was the last public standard-setting meeting to be chaired by Sir David Tweedie, and the last 
meeting at which any of the founder members of the IASB would be present. The last three original 
members of the IASB reached the end of their terms of office, and from July the board will be entirely 
different from that which took office in 2001. 
Members of the FASB came to London for the meeting, and at the end FASB chair Leslie Seidman 
praised Sir David Tweedie for his significant contribution to global convergence of financial reporting. 
At the very end of the meeting, the IASB staff also came to the meeting and Alan Teixeira, director of 
technical activities, paid tribute to the retiring chairman.  
In fact, while leaving the IASB, Sir David Tweedie will be returning to Edinburgh University where he 
studied for his PhD in the 1960s and later taught when he was a technical partner at KPMG. He will 
also be a visiting professor at Cambridge University, and in 2012 he will become president of the 
Institute of Chartered Accountants of Scotland. His permanent home is just outside Edinburgh. 
On the technical front, the IASB and FASB surprised everyone by deciding that the revenue 
recognition project should be re-exposed. Right up to that point, and including a meeting with EFRAG 
representatives at the beginning of the week, the IASB had given the impression that it was not 
planning to re-expose, but would put a near-final draft on its website for a few weeks so that people 
could comment on drafting issues. 
When the two boards formally discussed a staff paper whose analysis was that the changes from the 
exposure draft were not of a nature to trigger a re-exposure under the IASB’s due process requirement, 
they agreed with the staff assessment – but then went on to say that the revenue line was such an 
important part of the income statement that maybe people should get another chance to comment on it 
anyway. This means that the standard is unlikely to be finalized until the end of 2012. 
The most astonishing thing was that at no point in that debate did anyone mention deadlines, or G20 
requirements to converge by December 2011. You have to assume that the Financial Stability Board 
had signalled privately that it was happy with the delay. At a conference in California early in June, 
SEC Chief Accountant James Kroeker said he was happy that the two boards were taking time to field 
test their proposals on priority projects –it may be that as the last financial crisis becomes more distant 
and the next one (which does not involve fair value) comes closer, the political pressure on the 
standard-setters has ebbed rapidly. 
 



 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
       

 
 
 
 
 
 

  
 
 
 
 
The revenue recognition project is, however, the only one of the four to be substantively 
completed by 30 June, which was the most recent deadline. The IASB still says it will finalise 
leases and insurance before the end of 2011, but there were hints at the June meeting that both 
of these may be re-exposed also. At the June meeting the boards discussed a single model for 
lessor accounting, moving from the two models that were proposed in the exposure draft. 
The meeting covered a lot of ground on financial instruments. The staff explained a new 
‘compromise’ package on impairment. This is still very much at the development stage, but the 
proposal, worked out by senior staff and board members, is to organize loans into three buckets: 
(1) normal loans with a loss provision estimated at inception, (2) those loans where post issue 
economic events suggest there is a special risk of impairment (default expected but not 
incurred), and (3) individual loans that are considered to be impaired. Provisioning would be 
measured in relation to balance sheet carrying amounts and not be built into an expected interest 
rate calculation. 
The FASB, in an education session, laid out the outline of their latest classification and 
measurement proposals. This would involve three categories of financial instrument measured 
at (1) amortised cost, (2) fair value through Other Comprehensive Income, and (3) fair value 
through profit or loss. They plan to expose these proposals formally in a few weeks, and then 
the IASB will have to decide whether to try to converge IFRS 9. 
The boards also continued to discuss their project ion offsetting financial assets and liabilities. 
In the exposure draft the FASB had been willing to move close to the existing IASB position. 
This is that only assets and liabilities where there is an unconditional right to offset and an 
intention to do so qualify for offsetting in the balance sheet. The US currently permits 
derivatives generally to be offset, meaning that European banks usually have much bigger 
balance sheets than US banks. 
The FASB now seems to have second thoughts about this and looks as though it wants to go 
back to somewhere near existing US GAAP. Hans Hoogervorst, the incoming IASB chairman, 
commented that he did not see that leaving up to 30% of a bank’s assets and liabilities off the 
balance sheet was an acceptable idea. Sir David Tweedie thought they might have to accept 
convergence through note disclosures (the US would show net on the face of the balance sheet 
and gross in the notes) but nothing was decided. 
In July the IASB will have not only new key personnel, but probably a different way of 
working. It will have a ‘political’ chairman, former finance minister and stock exchange 
regulator Hans Hoogervorst, and a ‘technical’ vice-chairman, former auditor and standard-setter 
Ian Mackintosh – despite the name, not another Scottish chartered accountant, but an Australian 
one. 
 

 
 
 
 
 

 
 

 


