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Issue 08-10  Selected Statement 160 Implementation Questions 
 STATUS: Tentative conclusions reached. 

 AFFECTS: An entity that transfers an ownership interest in a consolidated subsidiary to another entity, resulting in 
deconsolidation of the subsidiary. This Issue discusses situations in which the application of Statement 1601 
conflicts with existing authoritative accounting guidance on (1) the transfer of an interest in a consolidated 
subsidiary that is “in-substance” real estate; (2) the transfer of an interest in a consolidated subsidiary to an 
equity method investee; and (3) the transfer of an interest in a consolidated subsidiary in exchange for a 
joint venture interest.  

 BACKGROUND: Before the issuance of Statement 160, entities applied various accounting guidance to the deconsolidation 
of a subsidiary that results from a sale or transfer of a controlling ownership interest. Statement 160 
establishes an accounting model for the deconsolidation of a subsidiary and the accounting for income 
recognition upon deconsolidation; however, it does not amend certain accounting guidance that entities 
previously followed regarding income recognition upon deconsolidation of a subsidiary. This has led 
many constituents to question which authoritative accounting guidance applies after the effective date of 
Statement 160. 

  Statement 160 requires an entity to recognize a full gain or loss, if any, in earnings when a subsidiary is 
deconsolidated because a controlling financial interest has been transferred. Specifically, Statement 160 
requires that any retained investment in the deconsolidated subsidiary be measured at its fair value and 
included in the calculation of the gain or loss. In contrast, Statement 662 and SOP 78-93 specifically apply 
to sales or transfers of ownership interests in subsidiaries that are in-substance real estate and preclude 
full gain recognition when an interest is retained. Some constituents have also questioned whether an 
entity should apply Statement 160’s guidance on deconsolidation and full gain recognition to transfers 
of a controlling ownership interest in a subsidiary to an equity method investee (or in return for a joint 
venture interest). Specifically, some constituents have asserted that Statement 160’s guidance conflicts 
with Opinion 18,5 which requires an investor that is applying the equity method of accounting to eliminate 
intercompany gains or losses as if the investee were consolidated. Similarly, Issue 01-24 includes an SEC 
observer comment that precludes gain or loss on deconsolidation of a subsidiary when that subsidiary is 
exchanged for a joint venture interest and cash consideration is not received. 

  At issue are the following:

• Whether an entity should apply Statement 160, or should continue to apply accounting guidance 
specific to the sales of real estate (e.g., Statement 66 or SOP 78-9), to transfers of a controlling 
ownership interest in a subsidiary that is in-substance real estate.

• Whether an entity should recognize or eliminate gains or losses, if any, on the transfer of an ownership 
interest in a subsidiary to an equity method investee.

• Whether an entity should apply Statement 160 or other authoritative guidance to the transfer of an 
ownership interest in a subsidiary in exchange for a joint venture interest.

1  FASB Statement No. 160, Noncontrolling Interests in Consolidated Financial Statements — an amendment of ARB No. 51.
2 FASB Statement No. 66, Accounting for Sales of Real Estate.
3 AICPA Statement of Position 78-9, Accounting for Investments in Real Estate Ventures.
4 EITF Issue No. 01-2, “Interpretations of APB Opinion No. 29.”
5 APB Opinion No. 18, The Equity Method of Accounting for Investments in Common Stock.



 SUMMARY: The Task Force previously reached a consensus-for-exposure that an entity should (1) continue to apply 
accounting guidance specific to the sales of real estate (e.g., Statement 66 or SOP 78-9) to transfers of 
ownership interests in a subsidiary that is in-substance real estate and that results in deconsolidation 
of a previously consolidated subsidiary; (2) recognize gains or losses, if any, by applying Statement 160 
to the transfer of an ownership interest in a subsidiary to an equity method investee that results in 
deconsolidation of a previously consolidated subsidiary; and (3) apply Statement 160 to the transfer of an 
ownership interest in a subsidiary in exchange for a joint venture interest that results in deconsolidation of 
a previously consolidated subsidiary. The Task Force also previously reached a consensus-for-exposure that 
deconsolidation and gain or loss recognition is only appropriate when the subsidiary being deconsolidated 
is a “substantive entity.”   

  At its January 2009 meeting, the Task Force discussed comments received on its consensus-for-
exposure and the FASB staff’s suggested responses to those comments. The discussion focused on 
concerns regarding the proposed requirement that an entity be substantive to apply Statement 160’s 
deconsolidation and gain or loss requirements. In addition, the Task Force discussed whether a transfer 
of a group of assets (i.e., not a legal entity) that meet the definition of a business in Statement 141(R)6 
should similarly be subject to Statement 160’s guidance on deconsolidation and gain or loss recognition. 
Ultimately, the Task Force was unable to reach a consensus on these issues and decided that the FASB 
staff should continue to research the scope of this Issue and the ramifications of the tentative conclusions 
reached by the Task Force. The Task Force also requested the FASB staff to investigate whether any 
additional disclosures should be required for transactions within the scope of this Issue. 

 NEXT STEPS:  Further deliberations by the Task Force are expected at a future meeting.

Administrative Matters
SEC Observer Comments on Statement 160 — During Task Force deliberations of Issue 08-10, the SEC observer, James 
Kroeker (acting chief accountant of the SEC), mentioned that the SEC staff is updating its guidance that is affected by Statement 
160 (e.g., Staff Accounting Bulletin Topic 5.E, “Accounting for Divestiture of a Subsidiary or Other Business Operation”). He stated 
that if a conflict between existing SEC guidance and recently issued accounting guidance exists, an entity should apply the more 
recent accounting guidance (i.e., Statement 160). He did not provide a time frame for any SEC updates.

New Projects Added to the Task Force’s Agenda — The FASB chairman added two projects to the Task Force’s agenda. 
One project was the result of an agenda request by the American Council of Life Insurers and is a consideration of how an insurer 
should account for majority-owned investments when the ownership is maintained through a separate account. The other 
project concerns in-process research and development costs that are acquired in an asset acquisition (not acquired in a business 
combination) and was previously on the FASB’s agenda.

Update on EITF Issue No. 09-A, “Application of Issue 08-1 to Software Arrangements” — The FASB staff stated that a 
working group has been formed to discuss this Issue. The working group will meet on February 10, 2009, to discuss the direction 
of the Issue.

6  FASB Statement No. 141(R), Business Combinations.



The purpose of this publication is to briefly describe matters discussed at the most recent meeting of the 
Emerging Issues Task Force. This summary was prepared by Deloitte’s National Office Accounting Standards 
and Communications Group. Although this summary of the discussions and conclusions reached is believed 
to be accurate, no representation can be made that it is complete or without error. Official meeting minutes 
are prepared by the Financial Accounting Standards Board staff and are available approximately three weeks 
after each meeting. The official meeting minutes sometimes contain additional information and comments; 
therefore, this meeting summary is not a substitute for reading the official minutes. In addition, tentative 
conclusions may be changed or modified at future meetings. 

Deloitte is not, by means of this publication, rendering accounting, business, financial, investment, legal, 
tax, or other professional advice or services. This publication is not a substitute for such professional advice 
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Subscriptions
If you wish to receive Heads Up and other accounting publications issued by Deloitte’s Accounting Standards and 
Communications Group, please register at www.deloitte.com/us/subscriptions.  

Dbriefs for Financial Executives 
We invite you to participate in Dbriefs, Deloitte’s webcast series that delivers practical strategies you need to stay on top of 
important issues. Gain access to valuable ideas and critical information from webcasts presented each month on: 

 • Risk intelligence.  • Corporate governance.  • Private companies. • FAS 109.

 • Financial reporting. • Driving enterprise value. • Transactions and business events.

Dbriefs also provides a convenient and flexible way to earn CPE credit — right at your desk. Join Dbriefs to receive 
notifications about future webcasts at www.deloitte.com/us/dbriefs.  

Registration is available for this upcoming 60-minute Dbriefs webcast:

• Driver-Based Planning: Is It the Right Approach for Your Company? (January 21)

Use the link above to register. The webcast begins at 3 p.m. (EST). 

Technical Library: The Deloitte Accounting Research Tool
Deloitte makes available, on a subscription basis, access to its online library of accounting and financial disclosure literature. 
Called Technical Library: The Deloitte Accounting Research Tool, the library includes material from the FASB, the EITF, the 
AICPA, the PCAOB, the IASB, and the SEC, in addition to Deloitte’s own accounting and SEC manuals and other interpretive 
accounting and SEC guidance. 

Updated every business day, Technical Library has an intuitive design and navigation system that, together with its powerful 
search features, enable users to quickly locate information anytime, from any computer. In addition, Technical Library 
subscribers receive Technically Speaking, the weekly publication that highlights recent additions to the library. 

For more information, including subscription details and an online demonstration, visit www.deloitte.com/us/techlibrary.
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