
 
 
 
 
 
 
 
 
 
The February meeting included a couple of tentative decisions on controversial issues. 
The Board indicated which of two de-recognition approaches it would prefer, thus 
opening the way forward to drafting of the exposure draft. It also gave an indicative 
vote on measurement of insurance contracts. 
 
The staff have been working in parallel on two possible approaches to de-recognition. 
However at this meeting the staff said they needed an indicative decision as to which 
of the two should be put forward in the exposure draft. The Board voted narrowly in 
favour of an approach which looks at continuing involvement by the original owner. 
Where this exists, the next test is whether the transferee can dispose freely of the asset 
or not. 
 
IASB member Jim Leisenring voted against this, commenting that this approach 
perpetuated IAS 39. He said the issue was why regulatory authorities allowed special 
purpose entities not to file accounts. The solution was not to show the assets in the 
accounts of entities to which they did not belong. 
 
Having decided which approach to favour, the staff brought back a paper on 
disclosures. Entities would be required to disclose what they had de-recognised, and 
also what assets and liabilities had failed the de-recognition test but had been 
transferred to other entities. As Mr Leisenring put it: ‘Show the debits that have been 
included in assets even though they are not, and the credits that have been included in 
liabilities though they are not.’ 
 
The de-recognition project has been on the Board’s agenda for a long time. A joint 
meeting with the FASB identified it as an issue to be fixed sooner rather than later, 
but in practice the project was side-lined until the credit crisis gave it priority.  
 
The FASB and IASB are pursuing separate projects, the FASB to fix its existing 
literature, and the IASB starting from scratch. However, in view of the urgency, the 
IASB project will not go through a discussion paper stage. The exposure draft, 
unusually, will include some discussion of the rejected alternative approach. 
 
The Board discussed another credit crisis document. It reviewed responses to the 
exposure draft issued in December to clarify that when a financial instrument was re-
classified from fair value through profit and loss, any embedded derivative should be 
separated.  
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Staff reported that the comment letters were largely supportive of the exposure draft, 
and the main issue that was disputed was the effective date. The Board agreed that the 
effective date should be three months from issue of the final text. The staff pointed 
out that the FASB had issued a draft interpretation on re-assessing embedded 
derivatives. Assuming this was confirmed, the staff believed that, apart from one 
particular fact pattern, the US and IASB literature gave the same result. 
 
Insurance contracts  
 
Although the discussion paper on insurance contracts proposed an exit value as the 
measurement objective, the staff have subsequently been suggesting various 
alternative approaches based on settlement of liabilities, which they call fulfilment 
approach.  Constituents argue that since insurance liabilities are rarely if ever traded 
but rather settled, it was intuitively awkward to use a basis that supposed they were 
sold. 
 
So far Board members have not been asked to make a decision on this, but at the 
February meeting staff asked for an indicative vote in order to shape future drafting of 
an exposure draft. Members voted, again narrowly, in favour of a fulfilment approach, 
although there were different variants in the staff paper.  
 
However, Board members also argued that projects such as liabilities and revenue 
recognition had advanced since the insurance discussion paper was being hammered 
out. They were in favour of the staff looking again at these and seeing whether 
insurance could not be more closely linked to them.  
 
Measurement was also an issue in relation to the standard for Non-Publicly 
Accountable Entities (NPAEs) and an entity’s obligation under a defined benefit 
pension plan. The staff were hoping to avoid having a professional valuation.  
 
The Board were sympathetic to the need to simplify but still preferred an approach 
measuring the accumulated benefit obligation, even if ignoring future salaries.  The 
final standard is not far away now, although some Board members think that it should 
be re-exposed, which would push the final standard into 2010. 
 
The amendments to IAS 19 were also discussed. The Board tentatively agreed that the 
annual cost would be split between service cost, unwinding discount on the liability, 
and a re-measurement amount. They did not want to split out any expected return on 
assets from the re-measurement component. 
 
The fair value measurement team brought a paper on measuring liabilities. Their 
approach was that measurement should be made by reference to the corresponding 
asset, rather than directly measuring the liability. 
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The Board also started to look at rate-regulated entities. The February paper addressed 
scope issues. Any standard would apply to industries where participants were obliged 
to follow rates set by a regulator. Such rates would be cost-related. 


