
   
 

 
 
  
 
 
 
Boards prepare for final push  
 
The IASB and FASB met together in London in October. Discussions focused very much on trying 
to meet the June 2011 deadline and what projects were capable of being finished by then. They also 
had a first discussion about the single statement of comprehensive income. 
 
When the two Boards meet in person, they usually hold strategic discussions. In addition to that, 
both Sir David Tweedie and Leslie Seidman (the new acting chair of the FASB) had been together 
in Seoul at a meeting of the Financial Stability Board at the start of the standard-setting week in 
London.  
 
No formal announcements were made, but the public discussions made it clear that the two Boards 
had fixed on four projects that are to be the focus of their efforts. These are financial instruments, 
leases, revenue recognition and insurance. The aim is to get final standards issued by June 2011. 
 
There was a hint that the FASB might significantly reconsider its approach to financial instruments 
as set out in its exposure draft. The most obvious part of this was impairment and credit loss on 
financial instruments held at amortised cost, where a new approach was put forward in an education 
session. 
 
In some senses it is surprising that the FASB should devote so much effort to amortised cost 
measurement when the primary measurement approach is intended to be fair value. Obviously this 
would become more significant if the FASB moved to a mixed model.  
 
The education session noted that feedback from US constituents was that the expected cash flows 
approach was difficult to apply. Staff suggested that the FASB at least look at immediate 
recognition as an alternative. The idea being that instead of estimating future losses and them 
amortising them over the life of the loan, they should be expensed at once. 
 
Staff argued that this had the effect of being anti-cyclical and restraining the growth of bank capital. 
This could also be a reason why banks might not like it, though staff did not discuss that. The two 
Boards are to discuss this further together in November. 
 
At the same meeting the IASB did a lot of work on hedging. The aim was for staff to complete 
deliberations and start drafting the exposure draft, which should be out at the end of November. At 
a supplementary meeting they agreed that it should have only a 90 day exposure period, on the basis 
that it would be impossible to finalise this part of IFRS 9 by June 2011 otherwise.  
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Staff pointed out that the hedging arrangements were now more closely aligned with banks’ risk 
management systems. They were also more sympathetic to non-financial institutions’ commodity  
hedging needs. They reported that a great deal of outreach had been done and they were hopeful of 
a positive response to the proposals. 
 
FASB staff reported on their current field work in relation to Financial Statement Presentation. 
They were hoping to bring papers to the Board at the beginning of 2011 and finalise an exposure 
draft. However the standard-setters told them to go find something else to do for the next six 
months, and bring the papers back after June 2011. 
 
Ron Lott, a senior FASB staff member, brought a paper showing a list of suggested amendments to 
IAS 32 and the US literature. The targeted amendments were what the staff thought was achievable 
to reduce differences without managing to converge.  
 
The long-suffering Mr Lott has brought very many papers on financial instruments with the 
characteristics of equity to the Boards, only to have the latest attempt to find a compromise rejected. 
This occasion was no exception.  
 
The Boards decided they would shelve the project indefinitely and consider after June 2011 whether 
to try amendments or a complete re-think. FASB member Larry Smith remarked that the FASB’s 
project page said the project had already been going 20 years, and former IASB and FASB member 
Jim Leisenring claimed it had actually been running longer than that. Asked if the staff would like 
to do some more research for the time being, Mr Lott declined to reply in public. 
 
Staff from both Boards reported on constituents’ feedback on each Board’s proposal to require a 
continuous statement of profit and loss and other comprehensive income. Both groups had 
responded that they thought the Boards should develop some concept or rationale as to what items 
went into other comprehensive income, and what into profit and loss. IASB member Warren 
McGregor said he was sceptical about calls for conceptual work in such a context, this was often 
just a delaying tactic. 
 
Constituents also had concerns about a consequence of a single statement being that the net income 
number would be de-emphasised. Analyst Board members were sceptical about that, noting that 
operating profit was considered very significant by users and not highlighted in the income 
statement. 
 
The Boards agreed they would discuss the subject in greater depth in November. FASB members 
showed some interest in going to two consecutive statements as a compromise. Some IASB 
members feel strongly that a single statement is essential while others are not sure what difference it 
makes. 
 


