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Financial Reporting News

IASC: measure all assets, liabilities at fair value

The International Accounting Standards Committee and the Canadian Institute of Chartered Accountants issued a joint discussion paper in late March that includes a number of far-reaching proposals, including one that would require accounting for all financial assets and financial liabilities at fair value -- regardless of management's intent to hold or trade the items.

Among the other key proposals are:

*
more comprehensive balance sheet recognition of financial assets and financial 

liabilities, in comparison to current practice around the world, from the time that the


enterprise becomes a party to financial instrument contracts

*
accounting for complex transfers of financial assets (including securitization 

transactions) that more closely reflects their contractual provisions than current 

international practices and that recognizes separately the financial components 

that are transferred and retained

*
immediate presentation of changes in fair value as income or expense.  But gains


and losses on certain hedging transactions could be disclosed outside the income


statement in a separate income performance statement.  This would replace 


traditional hedge accounting, in which gains and losses on hedging transactions


are deferred as assets or liabilities or as adjustments to the amount of hedged


assets or liabilities carried on the balance sheet

*
additional disclosure about an enterprise's policies for managing financial risks.


The IASC is aiming to complete its work developing or revising international standards in 1998, at which time it will ask IOSCO (International Organization of Securities Commissions) to endorse its standards for cross-border capital-raising and listening purposes in all global markets.


IASC requests comments on the discussion paper by July 15 and plans to issue an exposure draft in the third quarter of this year.  FEI's Committee on Corporate Reporting is reviewing the paper and will prepare a formal response.


Copies of the paper, Accounting for Financial Assets and Financial Liabilities , are available from IASC for $25 by called 44 (171) 353-0565 or by e-mail at <iasc@netcomuk.co.uk>.  Information is also available by visiting the IASC's new Web site at <www.iasc.org>.


In a separate action, the Financial Accounting Standards Board recently approved plans to move ahead with its own project to measure all financial assets and liabilities at fair value.  Board deliberations will not begin for several months, according to the FASB.

