
  
 

 
 
 
 
 
 
    
 
The IASB’s main September meeting was held over three days, with the FASB participating by 
videolink for half a day. The IASB decided to have another attempt at finalizing the debt/equity 
project, and also spent a lot of time on hedging. It decided to finalise its Management Commentary 
project and fair value measurement standard. It also discussed its long-running project to amend 
IAS 37 and to finalise its amendments to IAS 19. 
 
Ron Lott, a senior member of the FASB staff who has been leading the project on Financial 
Instruments with the Characteristics of Equity (FICE), came back to the IASB with yet another 
attempt to progress this project.  At the July meeting the mood had been more or less that neither 
Board could see any way of converging their standards and keeping their constituents happy. Each 
Board faces technical challenges that do not apply to the other. 
 
However at the September meeting Mr Lott came back to the IASB with five choices, of which the 
staff recommended working on a limited set of amendments to IAS 32 that would bring it closer to 
the US. This proposal had been presented to the FASB in an education session, but they had not 
debated it, so Mr Lott did not know whether the US would be prepared to explore this route. 
 
He said that FASB outreach had been that IAS 32 was not workable in the US because it was not 
detailed enough. If they looked at a limited set of amendments to IAS 32 that would achieve some 
convergence while allowing the US to retain its detailed guidance.  Mr Lott noted that the IFRS 
manual of one of the Big Four firms suggested four different ways of bifurcating derivatives. 

John Smith (IASB member) noted that amending IAS 32 would be done only to achieve some convergence, 
not because the IASB was unhappy with how IAS 32 worked. Tatsumi Yamada (IASB member) said that IASB 
wanted to retain what they had got because there were no clear principles out there. However, US 
preparers wanted to preserve their detailed guidance. He could not see how they could satisfy both Boards.  

They could try to but American preparers would not be happy. Therefore, he thought they should stop the 
project right here. From the IASB's point of view they were relatively happy with the IAS 32 approach, and 
they should just keep the exceptions.  
 
While it seemed that there was not a lot of enthusiasm for continuing to pursue the project, the 
IASB agreed that it would discuss limited amendments to IAS 32. Whether it suggested a complete 
package or worked on individual problems, would have to be part of that discussion. 
 
Staff gave feedback to the IASB on constituent reaction to the recently re-exposed measurement 
section of IAS 37. They said that comments had been largely negative, and particularly in relation 
to the risk margin and the idea of using an expected value when a company had only a single 
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provision to recognize. Sir David Tweedie, IASB chairman, reminded Board members that he had 
chaired the original committee that worked on IAS 37, and expected value had been the most 
contentious aspect at that time.  
 
The Board contemplated various courses of action, including dropping the amendments entirely. 
However they decided that they would press on with the clarifications. Nonetheless they thought 
they had to do a better job of convincing people and would therefore re-expose revised 
amendments. Staff thought it was unlikely they would be able to publish new proposals before the 
middle of 2011. 
 
Another issue was whether the proposed Management Commentary could proceed to final ballot. 
The Board agreed that it should. It will be known as an IFRS Practice Statement and will be non-
mandatory. Board members queried how preparers would assert compliance, when compliance was 
not required. Only one Board member is, however, likely to vote against it. 
 
In the joint session with the FASB, the two Boards discussed completion of their converged fair 
value measurement standards. It appeared that some fresh issues had been raised during the 
exposure process. The Boards agreed that they would address these in the next few months, and 
would aim to have final standards out in the early part of 2011. 
 
The two Boards started to discuss offsetting, but reached no immediate conclusions. They also 
reviewed the feedback on the IASB’s impairment proposals, but the FASB were reluctant to go too 
far before having constituents’ comments on the US proposals. 
 
The problem of rate-regulated industries was discussed once again. It appeared that Board members 
were fairly evenly split as between those who thought that the activity of the regulator gave rise to 
assets and liabilities and those who did not. Some suggested that the IASB should contemplate 
some form of ‘grandfathering’ standard along the lines of IFRS 4 or IFRS 6. This would suspend 
the IFRS hierarchy for such assets and liabilities.  
 
However, there was no clear consensus in the Board and it was left that the staff would progress the 
project to develop a standard to address the problem. The project would not be treated as having a 
priority at this time. 
 
 
 


