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Where are we now

* A high-level variation of the Supplemental impairment model
developed in June 2011

 Amortised cost financial assets managed in open portfolios only

Tentative objective:

“... seeks to reflect the general pattern of
deterioration of the credit quality of loans...

... Seeks to be responsive to changes In

Information that has an effect on credit loss
expectations.”

source: IASB/FASB 13 June 2011 Agenda Paper 8)




Preliminary model

Bucket 1 Bucket 2 Bucket 3

No events with direct Events indicating a direct relationship to
relationship to possible possible future defaults
future defaults EL NOT individually EL individually
identifiable identifiable

Minimum 12 months EL
based on initial
expectations + full <—Full remaining lifetime EL ———>
amount of subsequent
changes in EL

Allowance

balance




Preliminary model
Application

Bucket 1 Bucket 2 Bucket 3
No events with direct Events indicating a direct relationship to
relationship to possible possible future defaults
future defaults EL NOT individually EL individually
identifiable identifiable

—

Observable Decrease in GDP in Housing prices in Rent decrease on
event Country X Town ABC decline specific buy-to-let loans
in Town ABC
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Apr 2011 Jul 2011 Aug 2011 Sep 2011 Dec 2011 20127
Supplement Deliberate Drafting ‘ Y ’ IFRS
ED revised expected
model Re-expose or

Review draft

Project

to date

* IFRS 9 effective date revised to 1 January 2015?



Questions?
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