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To: AASB members Date: 13 April 2011
From: Natalie Batsakis Agenda Item: 11.1
Subject:  Financial Instruments update File:
Action

Receive an update on phase 111 of the IASB’s project to replace IAS 39 Financial Instruments:

Recognition and Measurement.

Background

In addition to the commencement of its redeliberation of the proposed requirements for hedge
accounting, the IASB is considering portfolio hedging issues at its April 2011 Board meeting (to be
held on 15 April 2011, subsequent to the AASB Board paper mail-out). In doing so, the IASB will
also be considering IASB Staff Agenda Paper 6B which proposes the following timeline for

deliberations of macro hedging and hedge accounting for open portfolios as follows:

Timeline
Deliberate issues and develop macro hedge accounting model Q2/Q3 2011
Publication of Exposure Draft Q3/Q4 2011

Whilst the ED for portfolio and macro hedging is not expected to be issued for consideration until
Q3/Q4 2011, it is expected that the other requirements in respect of hedging (part 1 of Phase I11)
and impairment (Phase I1) will be balloted in June 2011 and incorporated into IFRS 9 Financial
Instruments in the second half of 2011 (see Appendix to this memorandum) — and therefore,

completed prior to the IASB’s consideration of portfolio/macro hedge accounting.
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Appendix

[ Replacement of IAS 39 ]

_[

Measurement

Phase | — Classification and}

_[

Financial Assets

_[

Financial Liabilities

_[ Phase Il — Impairment ]

.

Amortised Cost and

Impairment

(Supplement to Amortised cost

and Impairment™

_[

Phase Il — Hedge
Accounting

]

_[

Hedge Accounting

_[

Portfolio Hedging

]:>

Discussion Date Comment Final
Paper/ issued/ deadline requirements
Exposure Draft | expected issued/
expected
ED/2009/7 Jul 2009 14 Sep 2009  November 2009
DP Credit Risk in ~ June 2009 1 Sep 2009 October 2010
Liability May 2010 16 Jul 2010
Measurement /
ED/2010/4
ED/2009/12 Nov 2009 30Jun 2010 Ballot-Jun 2011
IFRS — H2 2011
Supplement to Jan 2011 1 Apr 2011 Ballot — Jun 2011
ED/2009/12 IFRS — H2 2011
ED/2010/13 Dec 2010 7 Mar 2011  Ballot —Jun 2011

IFRS - H2 2011

As at the date of this memorandum, proposals regarding portfolio
hedging are yet to be considered by the IASB.

(1) The Supplement to ED/2009/12 relates to credit impairment of financial assets measured at amortised cost that are managed on an open portfolio basis.
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