
 
 
 
 
 
 
 
 
 
The IASB devoted two days of its December meeting to a joint meeting with the 
FASB. Four of the US standard-setter’s members came to London while the fifth 
participated by videolink from Norwalk. The Boards tentatively agreed an exception 
to the lessee accounting standard for short term contracts, and settled on four building 
blocks for the measurement of insurance liabilities. They failed to agree on the 
disclosure of re-measurements in the financial statements. 
 
Following the November joint statement by the IASB and FASB about their plan to 
achieve their Memorandum of Understanding goals for 2011, the two standard-setters 
are planning to have joint meetings at least once a month. FABS members routinely 
participate in some sessions of the IASB by videolink, but in December all but Tom 
Linsmeier came to London. Mr Linsmeier was obliged to be in the FASB’s 
Connecticut offices at 3am two days running to participate. 
 
The new leasing standard is making good progress. At this meeting the staff suggested 
that it should include an exception for leases whose total length, including optional 
renewals, is less than one year. This is something that constituents have pressed for in 
order not to have to capitalise very short leases. 
 
Up until now the staff position has been that materiality applies to all IFRS and 
therefore should be applied to short leases. However, they have proposed a one year 
threshold, which the two boards were willing to discuss. Members were concerned, 
though, that an entity using a large number of short term leases – containers were 
mentioned – should capitalise them.  
 
They argued that leases could be immaterial because of their length, but material 
because of the number used. The staff is to do some more work on the idea. 
 
The insurance contracts project was once more on the agenda. The FASB is having to 
catch up with nearly ten years of work that some IASB members have done on this 
topic. The measurement of insurance liabilities is one of the contentious issues. The 
Boards tentatively agreed that the basis should be the probability-weighted expected 
cash flows, a discount for the time value of money, and a margin split into risk and a 
residual. 
 
The Boards are currently re-deliberating the financial statement presentation project. 
They have returned to the notion of showing re-measurements separately from 
completed transactions in the statement of comprehensive income.  
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The IASB’s stand-alone project ground to a halt with the failure to resolve this issue. 
Members were now reluctant to see this broken out on the face of the income 
statement, preferring the information should be in the notes. The FASB, however, 
prefers the information on the face.  
 
Both approaches will likely be exposed at the next stage and a converged solution 
chosen in the light of constituents’ feedback. The boards have yet to resolve the issue 
of distinguishing re-measurements that are as a result of trading, such as inventory, as 
opposed to hedging and similar items. 
 
FASB staff presented a paper on distinguishing debt from equity. This project has 
been on the FASB’s agenda for many years and the IASB has also devoted quite a lot 
of time to education sessions to learn where the FASB had got to. However, no 
satisfactory solution is emerging.  
 
The simple cut made in the original IAS 32 works from a compliance perspective but 
creates certain large anomalies that have caused the IASB to create exceptions. 
However, every attempt made by the FASB project staff to lay down a line that avoids 
the IAS 32 anomalies appears to provide loopholes that anti-avoidance standard-
setters object to. The latest proposal also failed to find favour. 
 
Staff put forward two papers that were in the nature of setting out a plan of action to 
converge standards. On fair value they gave a list of areas where the IASB’s exposure 
draft differs from SFAS 157 (now Topic 820 of the Accounting Standards 
Codification – ASC).  
 
The topics are mostly not fundamental, and they will be debated by the two boards in 
joint session in the coming months. One of the most difficult to resolve will be the 
question of blockage factors. The IASB has initially taken the view that a large block 
of securities may collectively have a price that is different from the individual 
component. This is because the price would have to be discounted to sell the block, or 
the price could be higher because the block includes power of control. 
 
Then other area discussed with both boards was the IASB’s consolidations project. 
The FASB has concentrated its activities during the financial crisis on off balance 
sheet vehicles, while the IASB has completely re-vamped its approach to 
consolidation. The shift from an ownership approach to a dominant shareholder 
approach has always been opposed in the US. However, the FASB would like to 
move in concert with the IASB on this standard. 
 
 
 
 


