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Important discussions on Amortised cost, Impairment & Consolidation

The International Accounting Standards Board met in London on 19 - 23 July 2010. The US Financial
Accounting Standards Board (FASB) joined the IASB for some sessions.

We present to you the topics on which the IASB arrived at a tentative decision:-

Conceptual framework — measurement

The IASB reached the following tentative decisions relating to the development of preliminary views for the
measurement chapter of the Conceptual Framework:

e Implications of the objective of financial reporting for measurement - the financial statements
are complements, and all of them provide information that is useful to users of financial reports.
Consequently, the best way to satisfy the objective of financial reporting through measurement is to
consider the effect of a particular measurement selection on all of the financial statements, instead of
emphasising the statement of financial position over the statement of comprehensive income or vice
versa.

e General implications of the fundamental qualitative characteristics for measurement - an
explanation of how the fundamental qualitative characteristics of useful financial information -
relevance and faithful representation - must be considered in selecting measurements should be
developed within the measurement chapter. The Board discussed specific points supporting this
tentative decision which will be developed further.

e Specific implications of the fundamental qualitative characteristics for historical cost and fair
value - the objective of selecting a measurement for a particular item is to maximise the information
about the reporting entity's prospects for future cash flows subject to the ability to faithfully
represent it at a cost that is justified by the benefits.

e What should the measurement chapter accomplish - the measurement chapter should list and
describe possible measurements, arrange or classify the measurements in a manner that facilitates
standard-setting decisions, describe the advantages and disadvantages of each measurement in terms
of the qualitative characteristics of useful financial information, and discuss at a conceptual level how
the qualitative characteristics and cost constraint should be considered together in identifying an
appropriate measurement. Without prescribing specific measurements for particular assets and
liabilities, the measurement chapter should discuss how its concepts might be applied to individual
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classes of assets and liabilities.
Consolidation

The IASB discussed the disclosure requirements for consolidated subsidiaries and unconsolidated structured
entities. The Board tentatively decided that for subsidiaries with non-controlling interests that are individually
material to a reporting entity, the reporting entity should disclose:

e the name;

e the country of incorporation or residence;

e the method of allocating the profits or losses to the non-controlling interest and, if it is different to
the proportion of ownership interests, the proportion of voting rights held by the non-controlling
interest; and

e summarised financial information.

The Board affirmed that a reporting entity should disclose information that helps users of financial
statements to understand the nature of, and changes in, the risks associated with the reporting entity's
involvement with structured entities. A reporting entity must provide this disclosure for both contractual and
non-contractual involvements that expose the reporting entity to variability of returns of the structured entity.

In addition, the Board tentatively decided that that a reporting entity should be required to disclose for
unconsolidated structured entities that the reporting entity has sponsored, but with which the reporting entity
has no involvement at the reporting date:

e income in the reporting period from the structured entities that it has sponsored; and
e the carrying amount (at the time of transfer) of the assets transferred to those structured entities
during the reporting period.

The reporting entity should present the information in a tabular format, unless another format is more
appropriate, and separate the activity into relevant categories (such as by type of structured entity or asset that
exposes the reporting entity to different risks). The reporting entity should also explain its policy as to how it
determines whether it has sponsored a structured entity.

The Board's tentative decisions complete its deliberation of the responses to ED 10 Consolidated Financial
Statements.

Source: www.iasb.org

Disclaimer:
These materials and the information (‘this information’) contained herein are provided by KNAV and ate intended to
provide general information on a particular subject or subjects and are not an exhaustive treatment of such subject(s).
This information is not intended to constitute accounting, tax, legal, investment, consulting, or other professional advice or
services and should not be relied upon as the sole basis for any decision which may affect you or your business. . No
reader should act on the basis of any information contained in this publication without considering and, if necessary, taking
appropriate advice upon their own particular circumstances. None of KNAV, its member firms, or its and their respective
affiliates shall be responsible for any loss and any special, indirect, incidental, consequential, or punitive damages or any
other damages whatsoever whether in an action of contract, statute, tort (including, without limitation, negligence), or
otherwise, sustained by any person who relies on this information. If any of the foregoing is not fully enforceable for any
reason, the remainder shall nonetheless continue to apply.
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About KNAV

KNAV is an International Business Advisory Firm having presence in India, USA, UK, France and Netherlands
providing Assurance, Taxation and Business Advisory Services to Indian Multinational Companies. Our
partners and professionals are qualified in various countries including India, US, Canada, UK and Ireland
allowing us to provide you with seamless service across Asia, North America and Europe.

KNAV provides advisory services to companies for their reporting requirements under US GAAP, IFRS and
other international generally accepted accounting standards. KNAV specializes in providing business advisory

services with specific emphasis in the areas of Taxation, Transfer Pricing, Mergers and Acquisitions, Due
Diligence and Valuation Services
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