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Dear Mr Stevenson

Ernst & Young Australia is pleased to provide our comments on the AASB's Tier 2
Proposal for ED 209 Offsettlng Financial Assets and Fmancral Liabilities (the ‘Exposure

Draft).

Qur response to questions 1 - 50f the AASB specific matters for comment will be
included in our response to the IASB, which has not yet been prepared at thrs time.

~ Accordingly, thls response Is focussed on question 6.

Comments on the Exposure Draft

We note that the IASB has not yet issued an equivalent IFRS for SMEs. Consequently,
there is no existing benchmark for disclosures that could be applied to Tier 2 entities and

- accordingly the AASB staff analysis of disclosure requirements proposes excluding alf the
Exposure Draft disciosure paragraphs from the Tier 2 disclosure requirement—s.

- We support the proposal to exempt Tier 2 entities from applying the proposed
. disclosures which relate to colfateral or amounts which have not actually been offset
(paragraphs 12 c-f, 13, 14, and columns iv - \m of the fiiustrative disclosures in

* paragraph IEl)

We also believe that the existing AASB 7 disclosures of maximum exposure to credit risk,
based on amounts validly offset, are sufficient for Tier 2 entities. .

However we believe that amounts Whlch have been vaiidiy offset (paragraphs 12b and
12g, and columns i - iii of the illustrative disciosures in paragraph JE1) should be
disclosed, as these are the most refevant to users, and provide useful information about
the nature and extent of risk management achieved through offset arrangements We

also expect they involve minimal cost to preparers
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Comments on Tier 2 Exposure Draft Process

Since the IASB has not yet issued an equivalent IFRS for SMEs, it is possible that the IASB
will subsequently releéase an equivalent IFRS for SMEs which contains different
disciosures to those in the Exposure Draft. These would need to be considered by the
AASB, in terms of applicability to the AASB's Tier 2 reduced disclosure requirements.

We also note that the IASB is engaging in outreach activities - such as Round Tabtes and

an investor survey - after the AASB submission date. Therefore it is possible there will be :

”'.*i'*-jchangesto the Exposure Draft before it is issued as afinat standard, which could need
- further considération by the AASB, in terms of apphcabmty to the AASB's Tler 2 reduced

dssclosure requrrements

We encourage the AASB to issue 1ts proposals retating to Tier 2 disclosure requ;rements
~only after the IFRS (Tier 1 standard) has been finalised by the IASB and there is sufflc:ent
_ clanty on the disclosures in any related IFRS for SME standard ‘ -

Further Information

" Weare happy to provide copies of our Ietter issued to the IASB on their Exposure Draft
-shouid you wish, once finalised. We would also be happy to discuss with the AASB Board
" or staff our views on the current Tier 2 Exposure Draft process

Brookes simon.brookes®au.ey.com or (02) 9248 5335 rf you wish fo dlscuss any of the
matters raised in our response. . , . .

Yours sincerely

Lot Ay&g

Ernst & Young





