
 
 
 
 
 
 
 
 
 
The March IASB meeting was in part preparation for the following meeting with the 
FASB. The Board decided not to re-expose its draft standard for private entities, and 
also that it would issue its fair value measurement standard without directly 
commenting on the FASB’s proposed staff position on illiquid markets and 
impairment. It made a little progress on projects such as emissions trading schemes, 
classification of liabilities and equity and a revised financial instrument standard. 
 
The shock of the week at the IASB was the FASB’s decision on the Monday to issue a 
draft Staff Position (FSP) that would modify the fair value measurement rules. On the 
Tuesday FASB staff explained by videocast what was the thrust of the FSP. They said 
companies had largely ignored the advice to switch from marking to market to 
marking to model that had been given in September. 
 
The FSP would require companies to assume the market was illiquid unless they 
could prove otherwise. It would also allow them not to impair assets through income 
if they were not going to be sold. 
 
The IASB has made working in step with the FASB a major plank of its defence 
against EU interference, and now has little alternative but to look carefully at the FSP. 
It decided that it would issue the draft FSP with an invitation to comment, and an 
exposure period of four weeks, as compared with the FASB’s two weeks. 
 
The international standard-setter also considered whether to defer issue of the 
exposure draft of its own fair value measurement standard. It decided to issue its 
exposure draft as written but to point to the FSP as being out there and potentially 
modifying the the eventual final standard. 
 
The other potential drama of the standard-setting week was the IFRS for Non-Publicly 
Accountable Entities (NPAEs). Having finished re-deliberation of the exposure draft, 
staff  put the question of whether the draft should be re-exposed. The staff considered 
that this was not necessary. The many changes between exposure draft and final 
standard were all alternatives that had been widely debated during the extensive due 
process. 
 
IASB member Jim Leisenring took the view that the Board did not have to re-expose, 
but it certainly should re-expose in the light of the many changes. Board member 
Gilbert Gélard pointed out that the standard had been long awaited and should not be 
delayed further. The Board agreed not to re-expose, with Mr Leisenring the only 
opposing vote, and likely to issue a dissent.  
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The standard should be published by the end of June, but probably with a different 
name. Deputy Chairman Tom Jones said there was a lot of opposition to the current 
name and proposed it be changed to ‘Simplified IFRS’. However, Board members felt 
that was too reminiscent of the ‘IAS Lite’ of the 1990s and asked to revert back to 
IFRS for Private Entities. Sir David Tweedie is to raise the issue with the National 
Standard Setters who had chosen IFRS for NPAEs. 
 
Financial instruments 
 
Staff brought a first paper on the road to building a new financial instruments 
standard. The Board agreed that, like IAS 39, it would be a mixed attribute model. 
The fair value hardliners were surprised to find that there was little support for a full 
fair value model. The next issue is how to make the cut between those instruments 
that are valued at fair value and those at historical cost. 
 
There was also a paper on classification of liabilities and equity. This proposed that 
equity instruments that were redeemable at the holder’s option would be classified as 
liabilities. However, there would be an exception for those instruments that could be 
redeemed only on death or retirement (or withdrawal from the business) of the holder. 
This exception was designed to cover those entities such as limited partnerships and 
cooperatives whose equity is mostly or entirely puttable back to the entity. 
 
The FASB staff brought a paper on measurement that was not well received. The idea 
was that the conceptual framework should include a measurement chapter that 
provided an analytical framework to help standard-setters determine which 
measurement attribute should be used in individual standards.  
 
The staff had developed the notion of value realisation as a key characteristic.  
Did the entity realise value directly by selling the asset, or did it realise it indirectly by 
combining it with staff and unrecorded intangibles to create a cash flow stream. The 
fair value hardliners wanted the paper to say that fair value was always the best 
measure, but  in some circumstances the costs of providing it did not exceed the 
benefits. 
 
The Board also looked at an initial paper on emissions trading schemes. This 
proposed a number of alternative models, but Board opinion was strongly divided. 
Some felt that a capping scheme was in effect an impairment of unrecognised 
goodwill. An acceptable solution is probably some way off. 
 


