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This EITF Snapshot summarizes the June 21, 2012, meeting of the Emerging Issues Task Force (EITF or “Task Force”).

Initial Task Force consensuses (“consensuses-for-exposure”) are exposed for a comment period upon ratification by the Financial 
Accounting Standards Board (FASB). At its first scheduled meeting after the comment period, the Task Force considers comments 
received and, as warranted, affirms its consensuses-for-exposure as final consensuses. Those final consensuses are then provided 
to the Board for ratification.

After the July 11, 2012, FASB meeting, official EITF minutes, including the results of the FASB’s ratification process, will be posted 
to Technical Library: The Deloitte Accounting Research Tool and to the FASB’s Web site. EITF Issue summaries also can be found on 
those sites.

Issue 11-A  Parent’s Accounting for the Cumulative Translation Adjustment  
 (CTA) Upon the Loss of a Controlling Financial Interest in a  
 Subsidiary or Group of Assets That Is a Nonprofit Activity or a  
 Business Within a Consolidated Foreign Entity 
 Status: No consensus reached (tentative decision reached).

  Affects: Entities that cease to have a controlling financial interest in a subsidiary or a group of net assets that is a 
nonprofit activity or a business within a consolidated foreign entity. 

 Background: If the functional currency of a foreign entity is different from its parent’s reporting currency, a cumulative 
translation adjustment (CTA) for the foreign entity would be recorded in accumulated other comprehensive 
income in the parent’s consolidated financial statements. An entity may lose a controlling financial interest 
in a subsidiary or a group of net assets residing in a foreign entity that is a nonprofit activity or that meets 
the definition of a business in ASC 8051 (referred to herein as “a subsidiary or a group of net assets”), but 
because these assets are only a portion of the net assets of the foreign entity, they do not represent a 
substantially complete liquidation of the entity. There is diversity in practice regarding whether to recycle 
into earnings a portion of the CTA (from accumulated other comprehensive income into earnings) upon 
loss of a controlling financial interest in a subsidiary or a group of net assets when the transfer does not 
represent a complete or substantially complete liquidation of the foreign entity.

  Some entities apply the decrease-in-ownership provisions in ASC 810-10, as amended by ASU 2010-02.2 
Under these provisions, when a parent loses control of a subsidiary or group of net assets, the carrying 
amount of the former subsidiary’s net assets is derecognized, including any equity components, and a 
gain or loss is reflected in earnings.3 Thus, if the subsidiary or group of net assets is sold, the parent would 
apply the provisions of ASC 810-10 and recognize in earnings a portion of the CTA that is attributable to 
the subsidiary or group of net assets. The decrease-in-ownership provisions in ASC 810-10 do not apply 
to sales of in-substance real estate or to the conveyance of oil and gas mineral rights even if they are 
considered businesses.

  Other entities apply the guidance in ASC 830, under which any accumulated foreign currency translation 
adjustment related to the foreign entity is released into earnings only upon the sale or complete or 
substantially complete liquidation of the investment in the foreign entity. Thus, if a subsidiary or a group 
of net assets is sold, the CTA would only be released into earnings if the subsidiary or group of net assets 
represents substantially all of the investment in the foreign entity.

1 For titles of FASB Accounting Standards Codification (ASC) references, see Deloitte’s “Titles of Topics and Subtopics in the FASB Accounting Standards Codification.”
2 FASB Accounting Standards Update No. 2010-02, Accounting and Reporting for Decreases in Ownership of a Subsidiary — a Scope Clarification.
3 See ASC 810-10-40-5.

http://www.deloitte.com/assets/Dcom-UnitedStates/Local Content/Articles/AERS/Accounting-Standards-Communications/us_assur_Titles_of_Cod_Topics_Subtopics.pdf
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  This Issue was added to the EITF’s agenda to address this diversity in practice in the accounting for the CTA 
when an entity loses a controlling financial interest in a subsidiary or a group of net assets (e.g., by sale or 
transfer) within a foreign entity.

   Summary: At its November 2011 meeting, the Task Force reached a consensus-for-exposure that a parent would 
apply the guidance in ASC 810-10 when it loses a controlling financial interest in a subsidiary or a group 
of net assets (other than a sale of in-substance real estate or a conveyance of oil and gas mineral rights) 
that are part of a foreign entity. That is, upon loss of a controlling financial interest, a portion of the CTA 
associated with the subsidiary or group of net assets, as well as any related amount of accumulated gain or 
loss for a net investment hedge, would be recognized in earnings (i.e., recycled from other comprehensive 
income). The portion of the CTA recognized in earnings would be measured on a systematic and rational 
basis (e.g., by using a pro rata or specific identification method). If the loss of a controlling financial interest 
in a group of net assets is not a subsidiary or group of net assets (as defined above) or is in-substance real 
estate or a conveyance of oil and gas mineral rights, the parent would apply ASC 830-30 (i.e., the CTA 
would not be recycled unless the event represents a complete or substantially complete liquidation of the 
foreign entity).

  At its March 2012 meeting, the Task Force considered comments received on the consensus-for-exposure 
and, on the basis of these comments and its redeliberations, directed the FASB staff to perform additional 
research and targeted outreach. Specifically, the Task Force asked the FASB staff to further consider:

•	 The	scope	of	this	Issue	(whether	it	should	include	subsidiaries	and	whether	it	should	exclude	
in-substance real estate and the conveyance of oil and gas mineral rights). 

•	 The	interaction	of	the	guidance	on	the	CTA	release	into	earnings	with	hedge	accounting	guidance.	

•	 The	interaction	of	the	guidance	with	the	impairment	guidance	in	ASC	830-30-45-13	through	45-15	
and the business combination guidance in ASC 805-10-25-10. 

•	 Other	potential	operational	complexities	associated	with	applying	ASC	810-10	to	the	CTA	release	into	
earnings.

  At its June 2012 meeting, the Task Force tentatively decided that any accumulated foreign currency 
translation adjustment related to a foreign entity is released into earnings only upon the sale or complete 
or substantially complete liquidation of the investment in the foreign entity (i.e., in accordance with the 
guidance in ASC 830-30 described above). Thus, an entity would only release the CTA into earnings if the 
loss of a controlling financial interest in a subsidiary or group of net assets that is a nonprofit activity or a 
business within a consolidated foreign entity represents the complete or substantially complete liquidation 
of the investment in the foreign entity. This decision is a reversal of the Task Force’s November 2011 
consensus-for-exposure and was reached primarily on the basis of the operational complexities identified 
during the FASB staff’s research after the EITF’s March 2012 meeting, at which the Task Force discussed 
applying an ASC 810-10 approach to the release of CTA and to any accumulated gain or loss for a net 
investment hedge into earnings. 

  The Task Force also tentatively decided that an entity should not release the CTA associated with an equity 
method investment when calculating the gain or loss related to a step acquisition under ASC 805-10-25-10 
(e.g., when an entity has changed from applying the equity method to consolidating the foreign entity). 
However, the Task Force requested the FASB staff to further explore the potential effects of this tentative 
decision in other circumstances. Specifically, the Task Force asked the FASB staff to research when the CTA 
should be released into earnings in the following scenarios: (1) selling a controlling financial interest in a 
foreign entity but retaining an equity method investment; (2) partial sale of an equity method investment in 
a foreign entity, as described ASC 830-30-40-2 through 40-4; and (3) selling a portion of an equity method 
investment in a foreign entity so that it no longer exerts significant influence over the equity method 
investee (but retains an equity ownership interest). 

Effective Date
 and Transition:  The Task Force affirmed its consensus-for-exposure that this Issue would be applied prospectively but that 

entities would be given the option to use a modified retrospective approach under which it would be 
applied after the beginning of the earliest comparative period presented and beginning retained earnings 
(as of the earliest period presented) would not be adjusted. In addition, early adoption of this Issue would 
be permitted. The Task Force will discuss the effective date of the Issue at a future meeting.

  Next Steps: The FASB staff will perform additional analysis and outreach and bring back this Issue for further 
deliberation at a future meeting.  
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Issue 12-B  Not-for-Profit Entities: Services Received From Employees of an  
 Affiliate

  Status: Consensus-for-exposure.

  Affects: Not-for-profit entities (NFPs) that receive personnel services from an affiliate4 (entity under common 
control) and for which the affiliate does not seek reimbursement.

  Background: Groups of affiliated NFPs under common control often share resources to achieve various common 
objectives. For example, an NFP may receive services from employees of an affiliated NFP. The services may 
range from those requiring specialized skills (e.g., those of an architect, doctor, accountant, or lawyer) 
to those that may not (e.g., more administrative functions). The services may or may not be under the 
direction of the receiving affiliated NFP (e.g., some “shared” human resource or information technology 
personnel services may not be under the direction of the receiving affiliated NFP).  

  ASC 958-605 indicates that contributed services “shall be recognized if employees of separately governed 
affiliated entities regularly perform services (in other than an advisory capacity) for and under the direction 
of the donee and the recognition criteria for contributed services are met.” The recognition of contributed 
services is limited to those that (1) create or enhance a nonfinancial asset or (2) require specialized skills 
that the NFP would otherwise need to purchase. If these criteria are met, the contributed services are 
recognized and measured at fair value in the receiving NFP’s financial statements. If these criteria are not 
met, it is unclear, under U.S. GAAP, whether the services received should be recognized and, if so, how 
they should be measured. In practice, receiving NFPs have either (1) only recognized services that meet the 
criteria or (2) recognized all of the services that are provided by an affiliate.

  This Issue addresses how the receiving NFP should recognize and measure, in its stand-alone financial 
statements, the receipt of services from an affiliate (i.e., under common control) when the affiliate does 
not seek reimbursement for these services. 

  Summary: At its March 2012 meeting, the Task Force tentatively decided that the expenses related to all personnel 
services that are regularly performed (regardless of whose direction they are under) for the recipient NFP 
should be recognized in the NFP’s stand-alone financial statements and measured at the actual costs 
incurred by the affiliate.5

  The Task Force asked the FASB staff to gather additional information about (1) whether the scope should 
be limited to services provided by an affiliate (i.e., entities under common control) or expanded to include 
employee services provided by affiliated entities, financially interrelated entities, or all related parties, and 
(2) the presentation of the offsetting entry for the contributed personnel services (i.e., as contribution 
revenue or separately from contribution revenue as an equity transfer6). 

  At its June 2012 meeting, the Task Force reached the following consensuses-for-exposure:  

•	 Scope — The scope would be limited to services received from an affiliate and would not be expanded 
to affiliated entities, financially interrelated entities, or related parties. 

•	 Recognition — Unlike the current standard, the recognition guidance would not include the term 
“regularly performed”; rather, it would focus on the recognition of all personnel services that directly 
benefit the recipient NFP, including certain “shared” personnel services (e.g., human resource or 
information technology costs that directly benefit the recipient NFP). Thus, infrequent or “one-time” 
personnel services that directly benefit the recipient NFP would need to be recognized and measured 
to the extent that they are material. Personnel services that do not meet the recognition criteria would 
not be eligible for recognition.

•	 Measurement — The personnel services would be measured by using the donating entity’s actual 
direct costs for those personnel services (e.g., an employee’s direct compensation and benefits).  

4 The Codification Master Glossary defines an affiliate as “[a] party that, directly or indirectly through one or more intermediaries, controls, is controlled by, or is under common control 
with an entity.” 

5 The tentative decision would supersede the reference to “separately governed affiliated entities” in ASC 958-605-25-17 and clarify that the contributed services from employees of an 
affiliated NFP under common control should be recognized in the stand-alone financial statements of the recipient NFP.

6 Certain NFP business-oriented health care entities apply the guidance in ASC 954-225 and present a performance indicator within the statement of changes in net assets. ASC 954-225 
requires that an NFP health care entity present equity transfers separately within the statement of changes in net assets and exclude them from the performance indicator.
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•	 Presentation — A business-oriented NFP that provides a performance indicator in its statement of 
changes in net assets would be required to present the offsetting entry of the personnel services 
outside of that indicator (i.e., as an equity transfer). NFPs that do not provide a performance indicator 
would not be subject to any new presentation requirements; however, presentation as a contra-
expense would be prohibited. 

  The Task Force did not recommend that any new disclosure requirements be added as a result of this Issue.

Effective Date
 and Transition:  This Issue would be applied prospectively although entities would be given an option to use a modified 

retrospective approach. Under the modified approach, the Issue would be applied after the beginning 
of the earliest comparative period presented and beginning retained earnings (as of the earliest period 
presented) would not be adjusted. Early adoption of this Issue would be permitted. The Task Force will 
discuss the effective date at a future meeting.

  Next Steps: FASB ratification is expected at the Board’s July 11, 2012, meeting, after which the consensus-for-exposure 
will be exposed for comment. 

Issue 12-D  Accounting for Joint and Several Liability for Which the Total  
 Amount of the Obligation at the Reporting Date Is Fixed
  Status: Consensus-for-exposure.

  Affects: Entities that are jointly and severally liable with other entities, when the total amount of the obligation is 
fixed as of the reporting date. However, this Issue would not apply to obligations that are accounted for 
under certain Codification topics.7

  Background: In a joint-and-several liability arrangement, the total amount of the obligation can be enforced against any 
of the obligors under the arrangement. An example would be a lending arrangement in which the lender 
can demand payment for the total amount of the indebtedness from any of the multiple parties (obligors) 
that are jointly and severally liable. Another example would be a situation in which multiple parties are 
jointly and severally liable for settled litigation.

  Some entities recognize the total obligation when they are jointly and severally liable. For example, if 
two entities are jointly and severally liable for $100 million in borrowings (assume that each entity had 
received only $50 million in proceeds), each entity would record a $100 million liability for the borrowing. 
Other entities would record something less than the total obligation, such as an allocated portion of the 
total joint-and-several obligation based on proceeds received or an amount expected to be paid. In this 
example, that might be $50 million because each of the two entities received that amount and agreed that 
this amount is its respective obligation.

  This Issue addresses how a reporting entity should account for a joint-and-several obligation when the 
total amount of this obligation is fixed as of the reporting date. Specifically, the Task Force was asked 
whether each obligor that is jointly and severally liable should (1) recognize the total obligation, (2) account 
for the total obligation as a guarantee that is within the scope of ASC 460, or (3) account for the total 
obligation as a contingent liability that is within the scope of ASC 450-20.

  Summary: At its March 2012 meeting, the Task Force reached a tentative decision that this Issue should be limited 
to related parties, including parties under common control. Each reporting entity that is jointly and 
severally liable should account for the obligation as a guarantee under ASC 460. The Task Force noted 
that guarantees between parents and their subsidiaries and entities under common control are outside 
the scope of ASC 460’s requirements related to initial recognition and measurement. Accordingly, these 
entities would not be required to initially recognize and measure any stand-ready obligation for a joint-and- 
several obligation but would recognize a liability for the amount that they expect to pay (and would be 
subject to ASC 460’s requirements for subsequent measurement and disclosure). For related entities that 
are not under common control, each entity would recognize a liability for the amount it expects to pay and 
an amount for the stand-ready obligation associated with the amount that related parties are expected to 
pay.

7 This Issue does not apply to obligations accounted for under ASC 410, Asset Retirement Obligations; 715, Compensation — Retirement Benefits; or 740, Income Taxes.
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  In conjunction with its tentative decision, the Task Force directed the FASB staff to perform additional 
research and seek feedback on (1) whether the scope of this Issue should be limited to related parties, 
including parties under common control, or should be expanded to include unrelated parties and (2) the 
operationality and appropriateness of the recognition and measurement of any stand-ready obligation. 

  At its June 2012 meeting, the Task Force reached a consensus-for-exposure that the scope of the Issue 
should include all entities (public and nonpublic) and should not be limited to parties under common 
control and related parties. Thus, the Issue would apply to joint-and-several obligations in which the 
obligors are unrelated parties.

  In addition, the Task Force changed the tentative decision reached at its March meeting, determining that 
each reporting entity that is joint and severally liable should apply the guidance in ASC 450-20 and account 
for the obligation as a contingent liability. Under ASC 450-20, an entity would record a liability when it is 
(1) probable that it will be required to pay an amount and (2) the amount can be reasonably estimated. 
However, if an entity’s primary role in an arrangement with a joint-and-several obligation is as a guarantor 
instead of as a co-borrower, the entity must apply ASC 460. The Task Force will provide indicators for when 
an entity is acting primarily as a guarantor (as opposed to a co-borrower). Indicators discussed included 
situations in which an obligor received direct compensation for standing ready or whose borrowings are 
insignificant in comparison to those of the other co-obligors. These “guarantor” entities would be required 
to measure a stand-ready obligation under ASC 460 unless the arrangement is between entities under 
common control.   

  In addition, the Task Force reached a consensus-for-exposure to require the following disclosures for each 
joint-and-several obligation within the Issue’s scope:

•	 Information	about	the	obligation’s	nature	(including	how	the	obligation	originated	and	its	term).

•	 The	total	amount	of	the	outstanding	obligation	for	all	entities	participating	in	the	arrangement	
(excluding any possible recoveries from other entities).

•	 The	entity’s	carrying	amounts	of	the	obligation	and	any	related	receivable.	

•	 Information	about	the	entity’s	recourse	provisions	(should	it	need	to	pay	for	another	entity’s	
obligation).

•	 The	offsetting	entry	“in	the	period	that	the	obligation	is	initially	recognized	and	measured	or	in	a	
period the measurement changes significantly.”

Effective Date
 and Transition:  This Issue would be applied by using a modified retrospective approach under which an entity would apply 

the guidance in this Issue only to obligations with joint-and-several liabilities that exist at the beginning 
of the fiscal year of adoption (retained earnings would be adjusted for the earliest period presented). An 
entity that elects to use hindsight in measuring its obligations during the comparative periods would be 
required to disclose that fact. However, an entity that is currently applying ASC 450-20 for a joint-and-
several obligation would not be allowed to use hindsight. Early adoption would be permitted. The Task 
Force will discuss the effective date of this Issue at a future meeting. 

  Next Steps: FASB ratification is expected at the Board’s July 11, 2012, meeting, after which the consensus-for-exposure 
will be exposed for comment. 

Administrative Matters
The EITF’s next regularly scheduled meeting is September 11, 2012. Comments on the following three EITF Issues, discussed at a 
previous meeting and for which a consensus-for-exposure was reached, are due by July 16, 2012:

•	 Issue	12-A,	“Not-for-Profit	Entities:	Classification	of	the	Sale	of	Donated	Securities	in	the	Statement	of	Cash	Flows.”	

•	 Issue	12-C,	“Subsequent	Accounting	for	an	Indemnification	Asset	Recognized	at	the	Acquisition	Date	as	a	Result	of	a	
Government-Assisted Acquisition of a Financial Institution.” 

•	 Issue	12-E,	“Accounting	for	Fair	Value	Information	That	Arises	After	the	Measurement	Date	and	Its	Inclusion	in	the	Impairment	
Analysis of Unamortized Film Costs.” 
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The FASB chairman added the following new Issue to the EITF’s agenda in May 2012.  

•	 Issue	12-F,	“Recognition	of	New	Accounting	Basis	(Pushdown)	in	Certain	Circumstances”	—	Currently,	there	is	limited	U.S.	
GAAP guidance on determining when an acquiring entity can establish a new accounting and reporting basis (pushdown) 
in the acquired entity's stand-alone financial statements. ASC 805-50-S99-1 through S99-44 contain pushdown accounting 
requirements for SEC registrants. However, because only SEC registrants are required to apply this guidance, there is diversity in 
practice in how other nonpublic entities or non-SEC registrants apply pushdown accounting. There is also diversity in practice 
when 80 percent to 95 percent of an entity has been acquired because ASC 805-50-S99-28 permits pushdown accounting 
rather than prescribing or prohibiting it. 

 The EITF Issue has been added to the Task Force’s agenda to attempt to resolve the identified diversity in practice by 
addressing “[w]hether an acquired entity should establish a new accounting basis in its standalone financial statements due to 
a change in its ownership as a result of a purchase transaction accounted for as a business combination [footnote omitted] by 
the acquiring entity. If so, the level of change in ownership at which the new accounting basis should be required.”

The FASB staff is forming a working group to perform additional research on (1) the Issue’s scope and (2) any related accounting 
issues that would arise under each of the three views that were presented in the EITF’s agenda report. 

8 ASC 805-50-S99-2 states that pushdown accounting is “required if 95 percent or more of the company has been acquired (unless the company has outstanding public debt or 
preferred stock that may impact the acquirer’s ability to control the form of ownership of the company), permitted if 80 percent to 95 percent has been acquired, and prohibited if less 
than 80 percent of the company is acquired.”

https://techlib.deloitte.com/default.aspx?contextId=b514e2b4-7587-46e7-900f-68f87fcadfb3&view=content&id=2_233909#s=AQAAAAAAAAA%3D


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 
or services, nor should it be used as a basis for any decision or action that may affect your business. Before 
making any decision or taking any action that may affect your business, you should consult a qualified 
professional advisor. 

Deloitte shall not be responsible for any loss sustained by any person who relies on this publication.
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Subscriptions
If you wish to receive EITF Snapshot 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: 

•	 Business	strategy	&	tax. •	 Financial	reporting.	 •	 Sustainability.

•	 Corporate	governance. •	 Financial	reporting	for	taxes. •	 Technology.

•	 Driving	enterprise	value. •	 Risk	intelligence. •	 Transactions	&	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 Dbriefs webcast:

•	 Quarterly Accounting Roundup: An Update of Important Developments (June 28, 2012).

Use the link above to register. The webcast begins at 2 p.m. (EDT). 

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. Technical Library subscribers also receive 
Technically Speaking, the weekly publication that highlights recent additions to the library. 

In addition, Technical Library subscribers have access to Deloitte Accounting Journal entries, which briefly summarize the newest 
developments in accounting standard setting. 

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