
The following topics, among others, were discussed by the IASB during the meetings held on 1, 10 and 14-
17 June 2010. Please note that there was no meeting of the IFRS Interpretations Committee in the month of 
June 2010: 

Financial crisis 
 Consolidation: The IASB tentatively decided that the final disclosure requirements of the standard 

should include a list of disclosure objectives. A reporting entity should disclose information that helps 
users to understand the significant judgements and assumptions made in determining whether it con-
trols another entity, and/or in determining the reporting entity's involvement with structured entities; 
the interest that the non-controlling interests have in the group's activities;  the effect of restrictions 
when these restrictions are as a result of where the assets or liabilities are held in the group; and lastly 
the nature of, and changes in, the risks associated with its control of consolidated structured entities 
or from its involvement with unconsolidated structured entities. To achieve these objectives the IASB 
tentatively decided on additional disclosure requirements to those discussed at previous meetings. The 
boards asked the staff to conduct further research on the scope of these disclosure requirements for 
involvement with structured entities. The IASB also tentatively decided to include a requirement for an 
investment company to present a financial highlights schedule which will include specified performance 
measures per share investment. 

Other topics: 
 Leases: The IASB firstly tentatively decided that lessors should recognise and measure all outstanding 

leases at the date of initial application of the proposed new leases requirements. The IASB secondly 
tentatively decided to use a hybrid lessor accounting model. Under that hybrid model, the lessor would 
use a performance obligation approach to lessor accounting for leases that expose the lessor to signifi-
cant risks and benefits associated with the underlying asset. A derecognition approach would be applied 
to all other leases. The IASB thirdly discussed how lessors should account for lease arrangements that 
contain both lease components and service components. The IASB finally tentatively decided that both 
lessees and lessors should account for purchase options only when they are exercised. 

 Joint Arrangements: At its meeting in February, the IASB decided that one of the annual improve-

ments that it was finalising would be better dealt with, not as an annual improvement, but instead by 
amending IAS 28 Investments in Associates as part of the Joint Arrangements project. The amendment 
confirmed that an entity could continue to use fair value to measure part of an investment in an associ-
ate held by a subsidiary, if that subsidiary used the scope exception to measure its investment at fair 
value through profit or loss. At this meeting the IASB tentatively decided that the measurement excep-
tion could be applied even if the investment held by the qualifying subsidiary (which would be a venture 
capital organisation or mutual fund, unit trust or similar entity including an investment-linked insurance 
fund) was not an associate of that subsidiary. 

 Offsetting: At this meeting, the IASB and FASB agreed to work together to achieve greater conver-
gence of the criteria for balance sheet offsetting under IFRS and US GAAP. The boards tentatively de-
cided that the focus of offsetting should be on financial instruments. 

 Liabilities: The staff presented a brief oral report on the responses to the exposure draft 
Measurement of Liabilities in IAS 37.     
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 Insurance contracts: At the various meetings the IASB discussed the following aspects: (i) 
Transition: at the beginning of the earliest period presented, for each portfolio of insurance 
contracts already existing at that date, an insurer should measure that portfolio at the expected 
present value of cash flows arising from the portfolio of contracts plus a risk adjustment; recog-
nise in opening retained earnings the difference between the new and previous measurement 
basis; not include a residual margin and derecognise any intangible assets arising from insurance 
contracts assumed in previously-recognised business combinations, with a corresponding adjust-
ment to retained earnings. The IASB in addition discussed the disclosure requirements on transi-
tion. The IASB also tentatively decided that an insurer should be permitted, when it adopts the 
future standard, to redesignate a financial asset as measured at fair value through profit or loss at 
the start of the earliest period presented, if doing so would eliminate or significantly reduce an 
inconsistency in measurement or recognition. Finally, the IASB tentatively decided that first-time 
adopters of IFRSs should be subject to the same transitional arrangements as proposed for enti-
ties that already apply IFRSs. (ii) Portfolio transfers and business combinations: The IASB 
tentatively decided that, on the date of a portfolio transfer, for each portfolio of insurance con-
tracts assumed, an insurer should determine the expected present value of the cash flows plus a 
risk adjustment and compare that amount with the consideration received for those contracts, 
treating a positive difference (i.e. consideration >) as a residual margin and a negative difference 
(i.e. consideration <) as a credit in profit or loss at that date. For the measurement of insurance 
contracts that were assumed in a business combination a similar approach would apply. The main 
differences are that the expected present value of the cash flows (plus a risk adjustment) should 
be compared to the fair value of the contracts assumed and if the fair value is lower the insurer 
would measure the contracts initially at the expected present value of the cash flows, rather than 
the fair value, which will increase the initial carrying amount of goodwill. (iii) Participating 
investment contracts: The IASB tentatively decided to include investment contracts that both 
contain a discretionary participating feature and also participate in the same pool of assets as 
participating insurance contracts within the scope of the future standard on Insurance Contracts. 
Furthermore, the IASB tentatively decided that the boundary of these contracts should be de-
fined as the point at which the contract holder no longer has a contractual right to receive bene-
fits arising from a discretionary participating feature. These contracts will be included in the 
scope of the standards of financial instruments. (iv) Risk adjustment techniques: The IASB 
directed the staff to develop draft guidance that describes how techniques for measuring risk 
adjustments, for example approaches using confidence intervals, conditional tail expectations or 
cost of capital, would satisfy the proposed objective and characteristics of the risk adjustment. 
(v) Draft application guidance on cash flows: The IASB provided some high-level comments 
on the draft application guidance and directed the staff to refine the overall principle as well as 
the section of the guidance related to future events. (vi) Foreign currency cash flows: The 
IASB tentatively decided that an insurance contract is a monetary item in its entirety. (vii) Draft 
guidance on risk adjustment techniques: The IASB tentatively decided that the objective for 
the risk adjustment should refer to the maximum amount that the insurer would rationally pay 
to be relieved of the risk that the ultimate fulfilment cash flows may exceed those expected and 
to permit confidence interval; conditional tail expectation (CTE); and cost of capital as the only 
techniques to determine the risk adjustments. (viii) Reinsurance: The IASB tentatively decided 
that when a cedant measures a reinsurance contract at initial recognition the cedant should re-
measure the underlying insurance liability, and apply that measurement in the initial measurement 
of the reinsurance asset, taking account of the risk of non-performance. If the consideration paid 
by the cedant to the reinsurer exceeds the above amount, the cedant should treat that excess as 
the residual margin at initial measurement. Any deficit should be recognised as a gain in profit or 
loss. The IASB also discussed ceding commissions paid by a reinsurer. The IASB and the US Fi-
nancial Accounting Standards Board (‘FASB’) also discussed the main differences between their 
tentative decisions. 
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