
 
 
 
 
 
 
 
 
 
During February the IASB had two supplementary meetings as well as a five-day 
meeting in the regular monthly timetable. At most of the meetings FASB members 
participated by videolink. The two boards continued to work towards finalising 
exposure drafts on the key projects where standards are due for completion in 2011. 
 
On the leasing project, one of the issues that remained to be finalised was the 
treatment of leases where the asset is transferred to the lessee after the end of the 
contract. The staff proposed to state a principle that purchase/sale agreements should 
not be accounted for under the leasing standard. This would be supplemented by 
detail saying that where the benefits of ownership passed to the lessee after the end of 
the leasing contract, this should be accounted for as a purchase by the lessee and a 
sale by the lessor. 
 
Board members did not like the fact that the staff were not proposing to use a control 
criterion, which is now the preferred basis for consolidation, revenue recognition and 
de-recognition of assets and liabilities. The staff countered that they would have to 
invent another definition because the revenue recognition definition did not work in 
these circumstances. Both boards are agreed on the principle, but the wording is likely 
to change. 
 
The boards also debated a requirement that the Statement of Comprehensive Income 
be presented as a single statement. IAS 1 currently allows the profit and loss account 
to be shown on a separate page from Other Comprehensive Income (OCI). The IASB 
plans to show the effects of changes in actuarial estimates arising from the pensions’ 
standard in OCI. The FASB plans to show some changes in fair values of financial 
instruments there also. Consequently the boards want to revert to a single statement.  
 
IASB members are aware that this was massively rejected by European respondents 
when it was first mooted. They speculate that the pushback was because constituents 
thought the IASB was planning to get rid of the earnings number.  
 
The exposure draft should be published at the same time as the proposed amendments 
to pensions and the FASB’s comprehensive financial instrument exposure draft 
(scheduled for the end of March).  The IASB will stress that there should be a net 
earnings sub-total and will refer to a ‘continuous’ statement of comprehensive 
income. 
 
The boards looked at providing an exclusion for investment companies from 
consolidation requirements. They agreed that such companies would show the fair 
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value of their investments. The more difficult issue was a definition of what was an 
investment company. 
In the US the FASB uses a definition based on a US statute. The staff were asked to 
go away and work out how this definition could be brought into an IFRS. The boards 
rejected an alternative proposal based on a Canadian definition. 
 
Staff asked for, and were given, approval to combine the disclosure requirements 
from related standards into a single disclosure standard. They propose to produce a 
combined set of disclosures that deal with consolidation, joint ventures and links with 
unconsolidated structured entities.  
 
They argued that they would be able to harmonise the language used for related areas 
and potentially simplify the disclosures. Board members objected that this disclosure 
standard would go out before the consolidation recognition and measurement standard 
(which has been slowed down to enable the FASB to work on it) to which it related. 
However, a majority were in favour. 
 
The IASB worked on the liabilities part of the replacement standard for IAS 39. 
However, they decided that the IAS 39 requirements should largely be maintained. 
Plain vanilla liabilities should be at amortised cost, those with complex features 
should be bifurcated. Instruments that were not held to pay contractual cash flows 
would be at fair value. 
 
During a joint session, staff asked the boards to evaluate a series of securities to say 
whether they thought they should be classified as liabilities or equity. The boards have 
failed to agree on a replacement for IAS 32. The staff have been frustrated that 
repeated attempts to define a dividing line have not met with approval. They are now 
trying to assess where exactly the boards see the dividing line before going away to 
try to craft something that achieves that result. 
 
The boards are in the process of debating issues where their position on fair value 
measurement differs. They agreed in principle to abandon the IASB’s proposed 
requirement to show the highest and best use valuation of a non-financial asset where 
this was not the current use.  
 
The staff will bring back a disclosure requirement, even though IASB member Jim 
Leisenring argued that any business that was losing money arguably should make 
such a disclosure. He speculated that the highest and best use of General Motor’s real 
estate might be to grow corn. 
 
 
 


