
 The following topics, among others, were discussed by the IASB during the meetings held on 8 and 18-
23 April 2010. Please note that there was no IFRIC meeting in the month of April 2010: 

Financial crisis 
 Consolidation: The IASB deliberated the definition of an “investment company”. This is important as 

it is envisaged that an “investment company” will be allowed to measure its investments in entities that 
it controls at fair value through profit or loss. It was also tentatively decided that an entity that was not 
previously considered an investment company, but that meets the new definition, should recognise its 
investments at fair value on the date that it first applies the revised consolidation requirements, with an 
adjustment made to retained earnings  

 Derecognition: No decisions were made. 

 Classification and measurement of financial instruments: The IASB discussed disclosures for 
liabilities designated under the fair value option. It was tentatively decided to propose a disclosure 
showing how much of the accumulated Other Comprehensive Income balance attributable to changes 
in own credit risk was realised during the current reporting period. The IASB has subsequently pub-
lished an exposure draft Fair value Option for Financial Liabilities.  

 Hedge accounting: No decisions were made. 

Other topics: 
 Financial Statement Presentation: The IASB tentatively decided to include requirements to pre-

sent unusual or infrequently occurring items in the Statement of Comprehensive Income and disclosure 
of related information in the notes, in the forthcoming exposure draft. US GAAP and IAS 
1”Presentation of Financial Statements” include different guidance for the classification as current and 
non-current of financial liabilities. The IASB and US FASB agreed to consider addressing those differ-
ences in a separate project. In addition the IASB tentatively decided to retain the allowance in IAS 1 
par 65 for an entity to use a mixed basis of presentation of assets and liabilities on the face of the 
Statement of Financial Position. The IASB also tentatively decided that both the reconciliation of oper-
ating income and cash flows, and the presentation of non-cash transaction information should be an 
integral part of the face of the Statement of Cash Flows. The exposure draft might also not prescribe 
the order in which an entity presents its sections and categories in the financial statements. 

 Insurance contracts: The IASB firstly discussed two possible approaches to margins: (i) a separate 
risk adjustment and a residual margin; and (ii) a single composite margin. The purpose of the discussion 
was to develop these approaches further. For the composite margin approach, it was tentatively 
agreed that, if the initial measurement of an insurance contract results in a day-one loss (to occur when 
expected present value of the outflows exceeds the expected present value of the premiums) the in-
surer should recognise that loss immediately in profit or loss. The composite margin should be re-
leased over both the coverage period and the claims handling period; displayed with the insurance 
liability; and disclosed separately. For both approaches the IASB tentatively decided that interest should 
be accreted on the margin. The IASB then discussed the discount rate for insurance contracts and 
tentatively decided that the discount rate should reflect the characteristics of the con-
tracts, rather than the characteristics of assets actually held to back the contracts, unless 
the contracts share those characteristics. 

So what did the IASB discuss... 
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 Insurance contracts (continue): Thirdly the IASB tentatively decided that the boundary of 
an insurance contract is the point at which the insurer either is no longer required to provide 
coverage; or has the right to reassess the risk of the particular policyholder. Lastly the IASB 
agreed in principle that the insurer should recognise the rights and obligations arising from an 
insurance contract on the earlier of the insurer being on risk to provide coverage to the policy-
holder for insured events; and the signing of the insurance contract. 

 Leases: The IASB firstly tentatively decided that a sale and leaseback transaction should be 
accounted for as a sale and leaseback, rather than as a financing transaction, if it is determined 
that at the end of the contract, control of the underlying asset has been transferred, and all but 
a trivial amount of the risks and benefits associated with the underlying asset have been trans-
ferred to the buyer/lessor. If this is the case and both the sale and the lease transaction are 
established at fair value, any resulting gains or losses should not be deferred. Adjustment will 
need to made to the assets, liabilities, gains and losses to reflect market rentals if the sale and 
lease transaction is not established at fair value. Secondly it was tentatively decided that the 
amortisation of a lessor’s performance obligation should be performed on a systematic and 
rational manner, based on the pattern of use of the underlying asset by the lessee. Thirdly is 
was tentatively decided that intermediate lessors (i.e. lessee in a head lease and lessor in a sub 
lease) will apply the same accounting models developed for lessees and lessors. Fourthly long-
term leases on land will not be excluded from the scope of the  proposed new requirements. 
Fifthly it was tentatively decided that lessor purchase options would not be recognised as sepa-
rate assets, but the lessor would need to determine whether it is more likely than not that an 
option to purchase will be exercised and adjust the measurement of its lease receivable with 
the exercise price of the purchase option, if appropriate. The exercise of the purchase option 
would be reassessed at each reporting date if there is a change in facts or circumstances that 
would indicate that the purchase option would be exercised. Any resulting change to the lease 
receivable should be recognised as an adjustment to the performance obligation and only rec-
ognised in income when the purchase option is exercised. Sixthly, it was tentatively decided 
that disclosures of the total cash rentals paid would be provided in the notes to the financial 
statements for each period presented, as part of the reconciliation between the opening and 
closing balances for the lessee's obligation to pay rentals. Seventhly, a lessee should also be 
permitted to revalue its right-of-use assets even if there is no active market in the right-of use 
assets and then be required to revalue the entire class of property, plant and equipment to 
which that leased asset belongs. Eighthly the IASB discussed impairment and tentatively decided 
that the lease receivable would first be evaluated for impairment. Lessors would also have to 
evaluate their leased asset for impairment. Other topics discussed were lessor disclosure; first-
time adoption; and consequential amendments to IAS 40 “Investment Property” and IFRS 3 
“Business Combinations”. 
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So what did the IASB discuss...continued 

Read more: http://www.iasb.org/Updates/IASB+Updates/IASB+Updates.htm 


