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This EITF Snapshot summarizes the September 11, 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 September 27, 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  
 Upon a Sale Within a Foreign Entity or a Sale of an Investment  
 in a Foreign Entity
 Status: Consensus-for-exposure.

  Affects: Entities that (1) sell a subsidiary or group of net assets within a foreign entity, (2) lose control of an 
investment in a foreign entity (e.g., by selling a controlling ownership interest in a foreign entity), or  
(3) remeasure an equity method investment in a foreign entity for a business combination achieved in 
stages.1

 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 sell2 a subsidiary or group of net assets that is a nonprofit activity or that meets the 
definition of a business in ASC 8053 (referred to herein as “a subsidiary or a group of net assets”) that 
resides within a foreign entity. There is diversity in practice regarding whether such an entity should 
recycle into earnings a portion of the CTA (from accumulated other comprehensive income into earnings) 
when the transfer does not represent a complete or substantially complete liquidation of the investment in 
the foreign entity.

  Some entities apply the decrease-in-ownership provisions in ASC 810-10, as amended by ASU 2010-02.4 
Under these provisions, 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.5 Thus, the parent would 
recognize in earnings a portion of the CTA that is attributable to the subsidiary or group of net assets. 

  Other entities apply the guidance in ASC 830-30, under which any CTA 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.

  This Issue was added to the EITF’s agenda to address this diversity in practice in the accounting for the CTA 
when an entity sells a subsidiary or group of net assets within a foreign entity. In addition, during the FASB 
staff’s outreach activities for this Issue, the staff identified potential diversity in practice related to releasing 

1 See ASC 805-10-25-9 and 25-10.
2 For the purpose of this Issue, a sale includes the loss of a controlling financial interest as a result of the circumstances discussed in ASC 810-10 (see ASC 810-10-55-4A). 
3 For titles of FASB Accounting Standards Codification (ASC) references, see Deloitte’s “Titles of Topics and Subtopics in the FASB Accounting Standards Codification.”
4 FASB Accounting Standards Update No. 2010-02, Accounting and Reporting for Decreases in Ownership of a Subsidiary — a Scope Clarification.
5 See ASC 810-10-45-5.

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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the CTA into earnings when an entity (1) loses control of a consolidated foreign entity while retaining an 
equity or cost method investment in the foreign entity or (2) remeasures an equity method investment 
in a foreign entity because of a business combination achieved in stages (referred to herein as a “step 
acquisition”). 

  The FASB staff observed that most entities release the entire amount of CTA into earnings when a parent 
loses control of an investment in a consolidated foreign entity (e.g., by selling a controlling financial 
interest) but retains an equity or cost method investment on the basis of the ASC 810-10 guidance 
discussed above. However, some entities do not release the CTA if the loss of control does not result in a 
complete or substantially complete liquidation of the investment in the foreign entity. 

  The FASB staff also found that most entities release the entire amount of CTA into earnings in a step 
acquisition involving an investment in a foreign entity, but that some may not release the CTA because they 
believe such a release is inappropriate when the investment in the foreign entity has increased.  

  The Task Force decided to also address these additional issues to reduce potential diversity in practice.

   Summary: At this meeting, the Task Force reaffirmed its tentative decision and reached a consensus-for-exposure 
that an entity would only release the CTA into earnings if the sale of a subsidiary or group of net assets 
within a consolidated foreign entity represents the complete or substantially complete liquidation of the 
investment in the foreign entity. 

  The Task Force also reached a consensus-for-exposure that when an entity loses a controlling financial 
interest in an investment in a consolidated foreign entity, the entire amount of the CTA related to that 
foreign entity should be released into earnings. In addition, the Task Force reached a consensus-for-
exposure that an entity must release the CTA from an equity method investment in a foreign entity when 
calculating the gain or loss related to a step acquisition under ASC 805-10-25-10 (i.e., when an entity has 
changed from applying the equity method for an investment in a foreign entity to consolidating the foreign 
entity). This Issue does not change the requirement to release a pro rata portion of the CTA into earnings 
for a partial sale of an equity method investment.6

Effective Date
 and Transition:  The Task Force reached a consensus-for-exposure that this Issue would be applied prospectively from 

the beginning of the fiscal year of adoption and beginning retained earnings would not be adjusted. In 
addition, early adoption of this Issue would be permitted. The Task Force will discuss the Issue's effective 
date at a future meeting.

  Next Steps: FASB ratification is expected at the Board’s September 27, 2012, meeting, after which the consensus-for-
exposure will be exposed for comment.  

Issue 12-A  Not-for-Profit Entities: Classification of the Sale of Donated 
Financial Assets in the Statement of Cash Flows

  Status: Final consensus.

  Affects: Not-for-profit entities (NFPs) that receive donated financial assets that (1) are directed upon receipt to be 
sold in the near-immediate future and (2) can be sold in the near-immediate future (i.e., the financial asset 
can be converted to cash within days).

  Background: NFPs receive donations in many forms, including various types of financial assets (e.g., equity and debt 
securities, partnership interests). Many NFPs have policies requiring that donated financial assets be sold 
shortly after being received from the donor.

  Some NFPs believe that the subsequent sale of donated financial assets that are directed to be sold upon 
receipt in the near-immediate future and that can be sold in the near-immediate future should be classified 
as an operating activity in the statement of cash flows. These NFPs analogize to ASC 230-10-45-20, which 
indicates that “assets that are acquired specifically for resale and are carried at market value in a trading 
account” are operating cash flows.

  Other NFPs believe that the subsequent sale of donated financial assets that are directed to be sold 
upon receipt in the near-immediate future and that can be sold in the near-immediate future should be 
classified as investing activities in the statement of cash flows. The donation of the financial asset may be a 
noncash investing activity that the entity would be required to disclose, and the subsequent sale would be 

6 See ASC 830-30-40-2 and 40-3..
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presented as an investing cash inflow in the statement of cash flows. These NFPs analogize to ASC 230-10-
45-11, which indicates that purchases, sales, and maturities of available-for-sale securities are presented as 
investing activities in the statement of cash flows because the trading category is not available to NFPs.7

  This Issue addresses whether such transactions should be classified as investing activities or operating 
activities in the statement of cash flows. This Issue does not change the requirement to present the activity 
as a financing activity if the donor restricted the funds from the sale such that they could only be used 
for the acquisition, construction, or improvement of long-lived assets or for establishing or increasing a 
permanent or term endowment.

  Summary: At this meeting, the Task Force affirmed its March 2012 consensus-for-exposure that an NFP should classify 
the sale of donated securities that are directed to be sold upon receipt in the near-immediate future and 
that can be sold in the near-immediate future (i.e., the financial asset can be converted to cash within 
days) as operating activities in the statement of cash flows. The Task Force decided not to expand the 
scope of the guidance to include donations of items other than securities (e.g., automobiles); however, it 
did decide to expand the scope to include all donated financial assets and not solely donated securities. 

Effective Date
 and Transition:  This Issue will be applied prospectively for fiscal years ending after June 15, 2013; however, an entity can 

elect to apply the guidance retrospectively to all prior periods. Early adoption will be permitted.

  Next Steps: FASB ratification is expected at the Board’s September 27, 2012, meeting, after which the final ASU will be 
issued. 

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
  Status: Final consensus.

  Affects: Entities that recognize, as part of a business combination, an indemnification asset that the government 
provides as part of a government-assisted acquisition of a financial institution. One example is a business 
combination for which the Federal Deposit Insurance Corporation (FDIC) enters into a loss-sharing 
agreement (LSA) with the acquiring bank. This Issue does not apply to situations in which the indemnified 
asset is subsequently measured at fair value.8 

  Background: ASC 805 specifies that an acquirer must record an indemnification asset at the same time as it recognizes 
the indemnified item in a business combination. The indemnification asset is initially measured on the 
same basis as the indemnified item (with a valuation allowance for amounts deemed uncollectible) and is 
subsequently measured on the same basis as the indemnified item, subject to any contractual limitations 
on the asset’s amount (including an assessment of its collectibility when it is not measured at fair value).

  Views differ on how an entity should interpret the terms “on the same basis” and “contractual limitations” 
when subsequently measuring the indemnification asset. Specifically, these terms are interpreted differently 
when the performance of the indemnified asset has improved and the indemnification asset’s expected 
performance has therefore deteriorated. For example, when acquired, indemnified loans subsequently may 
be expected to perform better than originally expected and the acquirer may thus expect to receive less of 
a settlement amount (or no settlement amount) under the indemnification agreement.

  Consider an example in which Acquirer A purchases a pool of loans with a remaining term of 15 years as 
part of an FDIC-assisted bank acquisition (which meets the definition of a business). At acquisition, the 
acquired loans had a par value of $2 million and a fair value of $1 million (because of deteriorations in 
credit quality). In addition, the FDIC entered into an LSA with Acquirer A to reimburse 80 percent of certain 
losses on covered loans for the next five years. At acquisition, the fair value of the indemnification asset 
provided by the FDIC was assumed to be $400,000. After the acquisition date, the expected cash flows 
on the acquired loans increased by $250,000 (which was accreted into income over the life of the loans).9 
As a result, the expected cash flows from the indemnification asset decreased by an assumed amount of 
$150,000.

7 ASC 958-320 does not include the three investment categories described in ASC 320. Although ASC 958-320 gives NFPs the option to “report in a manner similar to business entities,” 
the “trading” category is not mentioned as part of this option 

8 See ASC 805-20-35-4.
9 See ASC 310-30-35-2.
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  In this circumstance, most entities either (1) amortize the deterioration in the indemnification asset over 
the remaining term of the LSA or (2) impair the indemnification asset and recognize the impairment charge 
(i.e., the entire decrease in expected cash flows) immediately in earnings.

  This Issue addresses how to subsequently measure the indemnification asset in the circumstance described 
above.10 Specifically, the Task Force has been asked whether, in the circumstance described above, the 
indemnification asset should be measured on the same basis as the underlying loans by using (1) the loan’s 
contractual limitations such as its term, (2) the contractual limitations of the LSA (i.e., the term of the 
LSA if shorter than the term of the loan), or (3) the loan’s contractual limitations, but derecognizing any 
remaining indemnification asset upon expiration of the LSA. A fourth alternative would be to record an 
impairment charge immediately in earnings that is equal to the entire decrease in expected cash flows from 
the indemnification asset.

  Summary: At this meeting, the Task Force affirmed its March 2012 consensus-for-exposure that an indemnification 
asset should be subsequently measured on the same basis as the underlying loans by taking into account 
the contractual limitations of the LSA (i.e., by using the term of the LSA if it is shorter than the term of 
the acquired loans). In the example above, the $150,000 decrease in the expected cash flows for the 
indemnification asset therefore would be amortized (on the same basis as the underlying loans) over 
the remaining term of the LSA. The Task Force decided not to expand the scope of this Issue beyond 
government-assisted acquisitions of a financial institution.

Effective Date
 and Transition:  This Issue will be applied prospectively for fiscal years beginning on or after December 15, 2012 (and 

interim reporting periods within those years). Early adoption will be permitted. The Task Force clarified that 
the Issue will apply to the unamortized balance of any existing indemnification assets as of the adoption 
date (rather than applying only to future changes in expected cash flows of unamortized indemnification 
assets existing as of the adoption date). In the example above, assume that the $150,000 decrease in the 
expected cash flows for the indemnification asset was being amortized over the life of the underlying loans 
(e.g., 10 years) and that the contractual life of the LSA is less than that of the indemnified asset (e.g., 5 
years). Upon the adoption of this Issue, the amortization period for the remaining unamortized balance 
would then be shortened to the remaining contractual life of the LSA.  

  Next Steps: FASB ratification is expected at the Board’s September 27, 2012, meeting, after which the final ASU will be 
issued. 

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
 Status: Final consensus.

 Affects: Entities that produce and distribute films.

 Background: Costs to produce a theatrical film are capitalized and subsequently amortized into income. Unamortized 
film costs are then tested for impairment when facts and circumstances indicate that the fair value of 
a film is less than its unamortized cost. Impairment indicators may include an adverse change in the 
expected performance of a film before its theatrical release or a film’s actual performance that fails to meet 
expectations. If an impairment indicator is identified, an impairment charge would be recognized for any 
excess of the unamortized cost over the fair value of the film.

  A film may be released after the balance sheet date but before the financial statements are issued or are 
available to be issued. During this time, an impairment indicator may be identified (e.g., box office results 
from the opening weekend were less than anticipated). Under ASC 926-20-35-18, there is a rebuttable 
presumption that conditions leading to an impairment charge existed as of the balance sheet date. If the 
rebuttable presumption is not overcome, the entity would recognize the impairment charge as of the 
balance sheet date (i.e., fair value as of the balance sheet date would reflect events such as the actual 
opening weekend results that occurred after the balance sheet date). In contrast, the fair value guidance 

10 This Issue does not address the accounting for the optional time value component that is included in the initial fair value measurement of the indemnification asset. Rather, this Issue 
addresses the accounting for the changes in the intrinsic value of the indemnification asset (i.e., the changes in expected cash flows from the indemnification asset as a result of 
changes in the performance of the loans).
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in ASC 820 requires that only information that is known or knowable as of the measurement date (i.e., 
the balance sheet date) should be incorporated into a fair value measurement. Events such as the actual 
opening weekend results are not considered in the fair value measurement because they typically represent 
the resolution of uncertainty that would already be factored into the fair value measurement as of the 
balance sheet date.

  This Issue addresses whether an entity, when performing an impairment test of unamortized film costs, 
should consider information after the balance sheet date in measuring the fair value as of the balance 
sheet date. Specifically, the Task Force was asked whether ASC 926-20-35-18 should be superseded, 
in which case only information that is known or knowable as of the measurement date would be 
incorporated into the fair value measurement of the film.

 Summary: At this meeting, the Task Force affirmed its March 2012 consensus-for-exposure that the guidance in ASC 
926-20-35-18 should be superseded, including the rebuttable presumption that the conditions leading to 
the write-off of unamortized film costs existed as of the balance sheet date. Thus, only information that is 
known or knowable as of the measurement date would be incorporated into the fair value measurement. 
The Task Force also decided to retain the existing sample indicators of impairment in ASC 926 and clarified 
that unamortized film costs must be tested for impairment whenever events or circumstances indicate that 
the carrying amount of the unamortized film cost may be greater than its fair value. 

Effective Date
 and Transition:  This Issue will be applied prospectively. For public entities, it will be effective for impairment tests 

performed after December 15, 2012 (e.g., a calendar-year-end public entity would apply the consensus 
in this Issue to impairment tests performed during the fourth quarter of 2012). For nonpublic entities and 
conduit bond obligors,11 this Issue will be effective for impairment tests performed after December 15, 
2013. For SEC filers and certain conduit bond obligors, early adoption will be permitted for impairment 
tests if the financial statements for the most recent annual or interim period have not yet been issued or, 
for nonpublic entities, have not yet been made available for issuance. 

 Next Steps: FASB ratification is expected at the Board’s September 27, 2012, meeting, after which the final ASU will be 
issued.  

Issue 12-G Accounting for the Difference Between the Fair Value of Assets  
 and Liabilities of a Consolidated Collateralized Financing Entity
 Status: Consensus-for-exposure.

 Affects: Entities that consolidate a collateralized financing entity (CFE). 

 Background: Some reporting entities are required to consolidate CFEs, such as collateralized debt obligation (CDO) 
and collateralized loan obligation (CLO) entities. Upon consolidation, such reporting entities must initially 
measure the CFE’s financial assets and financial liabilities (i.e., beneficial interests) at fair value. In some 
instances, the aggregate fair value of the CFE’s financial assets exceeds its financial liabilities12 even though 
the CFE’s liabilities only have recourse to the assets of the CFE. Some may interpret U.S. GAAP as requiring 
that this difference be included in the reporting entity’s earnings despite concerns by financial reporting 
practitioners that, economically, this excess is attributable to the holders of the CFE’s liabilities. Such 
concerns have led to diversity in entities’ accounting for this difference.  

  To eliminate the potential diversity, the Task Force was asked which of the following five approaches 
entities should apply to address this difference between the fair value of the CFE’s financial assets and that 
of its financial liabilities:

1. Account for the difference as a gain or loss within consolidated net income (loss) and include it in net 
income (loss) available to common shareholders. 

2. Account for the difference as a gain or loss within consolidated net income (loss) and allocate it 
to noncontrolling interest holders as an adjustment in arriving at net income (loss) available to 
common shareholders. The amount allocated to noncontrolling interest holders is then reclassified to 
appropriated retained earnings in the statement of changes in equity. 

11 For purposes of this Issue, a conduit bond obligor is an obligor as described in ASC 855-10-25-1A.
12 The FASB staff paper states that “[t]he differences between the fair value of the assets and liabilities could result from the following: (a) liquidity discounts that were inherent in the exit 

price for the CFE's liabilities and not in the CFE's assets, (b) differences in the duration of the CFE's assets and the duration of the CFE's liabilities, or (c) principal markets for the assets 
and the liabilities that were not identical.”  



6

3. Recognize the initial difference directly in appropriated retained earnings (and not through the income 
statement) and account for subsequent changes in fair value according to Approach 2. 

4. Account for the CFE’s liabilities and the difference as noncontrolling interests. Therefore, under this 
approach, the initial difference is not recognized and the subsequent accounting is similar to that 
under Approach 2 except that there is no reclassification to appropriated retained earnings.  

5. Measure the fair value of the CFE’s financial liabilities consistently with how the fair value of its 
financial assets is measured (i.e., generally at the same amount). This approach would be based on the 
principles in ASC 820 for financial assets and financial liabilities with offsetting positions in market risks 
or counterparty credit risk, under which an entity is permitted to measure the net risk exposure. 

 Summary: At this meeting, the Task Force reached a consensus-for-exposure that the fair value measurement of a 
consolidated CFE’s financial liabilities should be consistent with the fair value measurement of its financial 
assets (i.e., generally at the same amount). This approach would be based on the principle in ASC 820 for 
financial assets and financial liabilities with offsetting positions in market risks or counterparty credit risk 
and thus would be a fair value measurement of the CFE’s net risk exposure (which might be nil). Therefore, 
in a manner consistent with the allocation principle for offsetting risk exposures, an entity would need to 
use an appropriate method to allocate fair value amounts to the consolidated assets and liabilities of the 
CFE on a reasonable and consistent basis. The Task Force’s consensus-for-exposure is applicable upon the 
initial fair value measurement of the CFE’s consolidated assets and liabilities. However, the consensus-for-
exposure only applies to subsequent fair value measurements if the entity is required or has elected to 
measure the CFE’s consolidated financial assets and financial liabilities at fair value in periods after initial 
recognition (e.g., if the fair value option in ASC 825 has been elected).

Effective Date
 and Transition:  The Task Force reached a consensus-for-exposure that entities would use a modified retrospective 

approach to apply this Issue, with the option to apply it retrospectively to all prior periods. Under the 
modified retrospective approach, the Issue would only be applied retrospectively to consolidated CFEs that 
exist as of the adoption date. Early adoption would be permitted. The Task Force will discuss the Issue’s 
effective date at a future meeting. 

 Next Steps: FASB ratification is expected at the Board’s September 27, 2012, meeting, after which the consensus-for-
exposure will be exposed for comment. 

Administrative Matters
The EITF’s next regularly scheduled meeting is November 1, 2012. Comments on the following two EITF Issues are due by 
September 20, 2012:

•	 Issue	12-B,	“Not-for-Profit	Entities:	Personnel	Services	Received	From	an	Affiliate	for	Which	the	Affiliate	Does	Not	Seek	
Compensation.” 

•	 Issue	12-D,	“Obligations	Resulting	From	Joint	and	Several	Liability	Arrangements.”

In addition, the FASB chairman added the following new Issue to the EITF’s agenda in September 2012:

•	 Issue	12-H,	“Accounting	for	Service	Concession	Arrangements.”



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. 
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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 
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Called Technical Library: The Deloitte Accounting Research Tool, the library includes material from the FASB, the EITF, the AICPA, 
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In addition, Technical Library subscribers have access to Deloitte Accounting Journal entries, which briefly summarize the newest 
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