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1. InJune 2011, the International Accounting Standards Board (IASB) and Financial

Accounting Standards Board (FASB) decided to continue to develop the ‘three-
bucket’ expected loss approach for the impairment of financial assets with a
guiding principle to reflect the general pattern of deterioration in credit quality of
loans. The different phases of the deterioration in credit quality are captured
through the ‘three buckets’ that determine the allowance balance. The allowance

balance of Buckets 2 and 3 would be the remaining lifetime expected losses.
At this meeting, the Board will discuss the following two papers:
@) IASB agenda paper 7A / FASB memo 100 — Transfer between buckets

(b) IASB agenda paper 7B / FASB memo 101 — Bucket 1 measurement

This paper has been prepared by the technical staff of the IFRS Foundation and the FASB for discussion at a public
meeting of the FASB or the IASB.

The views expressed in this paper are those of the staff preparing the paper. They do not purport to represent the views
of any individual members of the FASB or the IASB.

Comments made in relation to the application of U.S. GAAP or IFRSs do not purport to be acceptable or unacceptable
application of U.S. GAAP or IFRSs.

The tentative decisions made by the FASB or the IASB at public meetings are reported in FASB Action Alert or in IASB
Update. Official pronouncements of the FASB or the IASB are published only after each board has completed its full due
process, including appropriate public consultation and formal voting procedures.



