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Disclaimer

The views expressed in this presentation are my own 

and do not represent positions of the Financial 

Accounting Standards Board.

Positions of the FASB are arrived at only after extensive 

due process and deliberations.
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Â Who is the FASB

Â SEC Advisory Committee

Â International Convergence

Â New Guidance in the Works

Â What You Need to Know Now

Â Codification Project

Â Questions

Change is in the Air
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Who Is the FASB

Â Private-sector standard setter that provides 
guidance for accounting and financial 
reporting by public and non-public entities.

Â Not an Auditor Oversight Body ð no 
enforcement power.

Â Formed in 1973 and recognized by the SEC 
and the AICPA as the creator of GAAP.

üPublic entities

üPrivate Entities

üNot-for-Profit Entities
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SEC Advisory Committee

Â Committee Members

Â Recommendations to SEC, PCAOB, FASB
ü Increasing Usefulness of Information in SEC 

Reports

ü Enhancing the Accounting Standards-Setting 
Process

ü Improving the Substantive Design of New 
Accounting Standards

ü Delineating Authoritative Interpretative Guidance

ü Clarifying Guidance on Financial Restatements 
and Accounting Judgments
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Å December 2007 SEC eliminates reconciliation for foreign 

filers

Å August 2007 SEC Concepts Release re: voluntary IFRS 

adoption

Å September 2008 SEC release on IFRS adoption

Å September 2008 FASB/IASB update to MOU

Å 2011 Other major economies (Japan, China, 

Korea, Canada) plan to adopt IFRS

International Convergence

Major Milestones



7

Á Single independent global accounting standard setter and 

interpretative body

Á No endorsement processes for accounting standards

Á Cooperative international regulatory, enforcement, 

corporate governance regimes focused on investors

Á High-quality auditing standards and auditor independence 

requirements

Á Due consideration to effects on private and not-for-profit 

entities

International Convergence

Financial Reporting System 

Requirements
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Joint Projects:

ÁRevenue Recognition

ÁFinancial Statement Presentation

Á Lease Accounting

FASB-Only Projects

ÁStatement 140/FIN 46(R)

ÁStatement 133 Hedging

ÁFAS 5 Contingency Disclosures

International Financial Reporting 

Standards

Update of MOU

ÁConceptual Framework

ÁLiabilities and Equity

ÁDisclosure of Plan Assets
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MAJOR DECISIONS TO DATE:

Â Scope was originally lessee and lessor accounting. Immediate project 

scope has changed to include lessee accounting only.

Â Joint international working group established

Â Primary accounting model being considered is one reflecting a right 

to use the asset and obligation to make payment

Â Many scope, measurement, recognition/derecognition issues to be 

addressed

Â Target is 2009 discussion paper

Accounting for Leases

OBJECTIVE: To Comprehensively Reconsider Lease Accounting to 

Insure that Financial Statement Users are Provided Useful and 

Complete Information
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Â Identify all rights and performance obligations

Â Determine when performance obligations are satisfied

Â Decide if pre-arrangement activities produce revenue

Â Decide how to account for returns and promotional promises

Revenue Recognition

OBJECTIVES: Converge, Eliminate Inconsistencies in 

Conceptual Guidance and Standards, Fill Voids, and Establish 

a Single Comprehensive Standard on Revenue Recognition

PREMISE: Rights and performance obligations in a revenue 

arrangement give rise to assets and liabilities for the seller
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MAJOR DECISIONS TO DATE:

Â Scope is FAS 133 hedging activities

Â Fair value approach which eliminates bifurcation-by-risk, 

shortcut method, critical terms match, and quantitative 

effectiveness testing

Â Requires independently measuring the hedging instrument and 

hedged item for all changes in fair value each reporting period

Â Modified cash flow hedging to continue

Â Exceptions for own debt

Accounting for Hedging Activities

OBJECTIVES: Resolve Practice Issues, Simplify Accounting, 

Improve Financial Reporting by Making Accounting Model and 

Disclosures Easier to Understand
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Statement 140 and FIN 46(R) 

Proposed Changes

MAJOR DECISIONS TO DATE

Á Eliminate QSPEs

Á Vehicles used to hold assets in a 140 sale will be subject 
to FIN 46(R)

Á Establishes specific conditions for reporting a transfer of 
a portion (or portions) of a financial asset as a sale

Á Linked presentation concept rejected

Á Qualitative approach to determining which enterprise has 
power over the entity and (1) the rights to receive 
benefits or (2) the obligation to absorb losses of the 
entity that could potentially be significant. 

Á Continual reassessment of VIE and Primary Beneficiary 
designation


