
 

 
 
 
The IASB and the FASB met for their third joint meeting of the year, and the first to 
take place at the FASB’s Connecticut headquarters. The boards made progress on a 
number of joint projects and agreed that this kind of meeting was the best way 
forward for advancing at speed in such projects. 
 
The FASB has concentrated its efforts in the area of consolidation in revamping its 
requirements on special purpose entities (SPE). The failings of its original SPE rules 
were exposed by Enron. The rules were replaced and the variable interest entity 
entered the technical vocabulary, only to be exposed in turn by the financial crisis. 
 
The FASB considered this a more important priority than re-vamping its consolidation 
rules. It tried to do that about fifteen years ago and could not get agreement. At the 
same time the IASB has pursued a policy of combining its SPE rules with the regular 
consolidation standard. 
 
At the October joint meeting, the FASB declared itself ready to look at the near final 
IASB standard and see if SFAS 167, its new SPE standard, could be extended in tat 
direction. The plan is for the IASB to hold back issuing its standard for six months 
and then for the FASB to use it as the basis for an exposure draft. 
 
American observers at the meeting were muttering that this was quite impossible. It is 
true that the US has remained wedded so far to the notion that consolidation depended 
upon a majority shareholding and all attempts to move to a more judgmental approach 
have failed. 
 
The boards agreed that it was highly undesirable to have differences in their fair value 
measurement standards. The IASB’s work in progress includes a number of 
differences from the US standard, of which the staff said that highest and best use, 
reference market and blockage were the most significant. FASB Bob Herz suggested 
that none of these was a deal killer, and the boards agreed to set up a small committee 
to make suggestions for compromise. 
 
The boards again looked at the sensitive issue of lessor accounting. There are two 
competing models, neither of which is without problems. The performance obligation 
model preserves the leased asset in the lessor’s balance sheet and also recognises a 
receivable for the future rentals and a liability for its future performance. Opponents 
claim the same bundle of economic benefits is being recognised three times: twice in 
the lessor’s book and once in the lessee’s. 
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The derecognition model reduces the leased asset every time rights of use are passed 
to a lessee. Some Board members felt that this replicated more accurately the split of 
economic benefits. Opponents point out that over time the accounting value of the 
rights of use may exceed the carrying value of the leased asset.  
 
The voting was close, but a majority of both boards agreed to pursue the performance 
obligation method. They also agreed to review whether investment property should be 
excluded from the scope of the standard, and whether the lessor should present the 
leased asset net of the performance obligation. Leases that are in effect sales – the 
leased asset remains with the lessee free of charge at the end of the contract - should 
be accounted for as sales. 
 
The FASB is to require US companies to present a single statement of comprehensive 
income as part of its financial instruments project, as some fair value changes will go 
directly there. The IASB also plans to remove the option on IAS 1 to present the 
statement split over two pages, but fears a backlash from Europe.  
 
The FASB agreed that it would put this change through separately from its financial 
instruments project and jointly with the IASB. This will help the IASB by permitting 
it to present it as a convergence measure. The exposure drafts should published in the 
first half of 2010. 
 
The two boards also agreed to abandon their proposed reconciliation schedule. The 
schedule was suggested as part of the financial statement presentation project and was 
welcomed by users, but not accepted by preparers. The schedule will be replaced by 
enhanced analysis of the changes in main balance sheet line items. 
 
The boards discussed the IASB’s insurance project, which the FASB has exposed in 
the US. There was a ‘eureka’ moment when the FASB realised that the IASB were 
treating it not as a revenue recognition project, focused on the top line, but an earnings 
measurement project focused on the bottom line. This does not mean they will accept 
that approach, but at least they understood which it did not mesh easily with the 
general revenue recognition model. 
 
At the end, Bob Herz commented that the boards seemed to be more efficient when 
they met and discussed things together. It was the single most important thing they 
could do to maximise their chances of success. They had had a very successful 
meeting. 
 
 
 


