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DISCLAIMER

This paper has been prepared by the EFRAG Secretariat for discussion at a public meeting of EFRAG FR TEG — EFRAG CFSS.
The paper forms part of an early stage of the development of a potential EFRAG position. Consequently, the paper does not
represent the official views of EFRAG or any individual member of the EFRAG FRB or EFRAG FR TEG — EFRAG CFSS. The paper
is made available to enable the public to follow the discussions in the meeting. Tentative decisions are made in public and

reported in the EFRAG Update. EFRAG positions, as approved by the EFRAG FRB, are published as comment letters,
discussion or position papers, or in any other form considered appropriate in the circumstances
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ED and IASB fieldwork overview

ED Risk Mitigation Accounting—Proposed amendments to IFRS 9 and IFRS 7
(RMA) issued on 3 December 2025

* Objective of RMA: For financial statements to represent the economic effect
of an entity’s risk management activities if the entity manages repricing risk

. on a net basis
Overview of

IASB’s Exposure
Draft

e |ASB proposals:
 To add a risk mitigation accounting model for companies managing
repricing risk on a net basis
* To require a company to disclose its strategy for managing repricing risk
and the effects of its risk management activities

* RMA intended to be optional to apply
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RMA IASB project status

Research
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31 July 2026
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Timing of these phases depend on availability of resources
and issues to be resolved

Consultation period:
* 240-day comment period until 31 July 2026
» Application concerns including operational burden

« Specific questions on whether entities that issue insurance contracts * Preliminary results by 31 July 2026; final

could use RMA

Fieldwork:
» Separate document/response
« Questions to ensure robustness of the model

results by 30 November 2026

Source: March 2026 ASAF slides
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EFRAG’s Draft Comment
Letter (DCL)
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EFRAG’s DCL (1/5)

Introductory

remarks

No EFRAG tentative position in the DCL on a number of aspects in the ED

EFRAG will be gathering feedback from stakeholders to form an EFRAG position
when finalising the comment letter

* EFRAG survey(s) on the technical aspects of RMA

* EU feedback from the IASB field test

* Responses to EFRAG’s draft comment letter

Messages in the DCL are significantly influenced by the application of the EU IAS 39
carve-out
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EFRAG’s DCL (2/5)

Objective of :
risk mitigation
accounting .

Improvement to current accounting, e.g., by reducing the extent of using proxy hedging

Some stakeholders question whether this objective should prevail over eliminating the
accounting mismatches, especially those that arise in profit or loss

These stakeholders see advantages in considering both a faithful representation to reflect an
entity’s risk management activities and eliminating accounting mismatches to be equal
objectives of RMA

Underlying
portfolios

Agreement with items proposed to be included in the RMA model

However, conceptually, there is inflated recognitions of the interest rate component of the fair
value gains or losses by recognising both financial assets at fair value though comprehensive
income (FVOCI) and the risk mitigation adjustment on the balance sheet

Since equity per se cannot be included in the model, EFRAG stresses the importance of having
the proposed proxy which can be used

Given the objective of the RMA model, EFRAG questions why certain financial instruments
would not be included in the model if they are managed as part of an entity’s risk management
strategy

(W EFRAG
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EFRAG’s DCL (3/5)

* Mixed views from constituents on the suggestion to withdraw IAS 39:

* Most constituents: IAS 39 should remain available together with RMA for a
significant period of time — banks may want to wait and see how the model will
. work in practice
Effective date
and * Some constituents: The above flexibility is an issue — banks may pick the most
withdrawal of favourable market moment to transition, creates lack of comparability
IAS 39 . L :
 Some constituents: First issue RMA and see how practice develops and then
decide on IAS 39 withdrawal

* Some constituents: Recommend a grandfathering clause so that existing IAS 39
hedge relationships can continue upon applying the RMA model
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EFRAG’s DCL (4/5)

Risk mitigation * Significant uncertainty of how to perform the risk mitigation excess test

adjustment
excess test * Additional guidance on what indicators to be used for the test would be useful

* Generally welcomes that there are disclosures on the model.

Disclosure
requirements * Significant improvement compared to current IFRS Accounting requirements,
particularly for those applying the EU IAS 39 carve-out
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EFRAG’s DCL (5/5)

 EFRAG welcomes that the IASB is seeking feedback from insurers on their interest
rate risk management strategy

Risk
EREEE 0l

 There is a need for insurers to obtain an accounting solution that better reflects
: their entities’ dynamic interest rate risk management in their financial statements
strategy for compared to current accounting

insurers
* As insurers significantly measure their financial assets at FVOCI, the issue on

inflated accounting is expected to be substantial
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Questions for EFRAG FR TEG-CFSS

1. Do you have any specific questions to be asked at the ASAF meeting, regarding the proposals in
the Exposure Draft?

2. Do you have any initial feedback on the level of stakeholder engagement in your jurisdiction
and the areas of focus in their discussions? In your view, what should be the priority areas for
the IASB’s education and outreach efforts?

3. Do you have any initial views on the proposals in the Exposure Draft, including:

* whether it could result in companies providing useful information about their repricing risk
management activities;

e the key practical challenges to implementation; and

* whether there are any potential unintended consequences.
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Useful links

A
EFRAG’s Draft Comment Letter
A
é IASB ED, Basis for Conclusions, lllustrative examples

EFRAG Findings from Survey on Dynamic Interest Rate Risk Management Practices (2025)
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https://www.efrag.org/sites/default/files/media/document/2026-02/RMA%20-%20Draft%20Comment%20Letter%20-%20FINAL.pdf
https://www.ifrs.org/projects/work-plan/dynamic-risk-management/#published-documents
https://www.efrag.org/sites/default/files/media/document/2025-11/DRM%20Survey%20on%20current%20dynamic%20interest%20rate%20risk%20management%20practice%20-%20Summary%20Report%20-%20Final.pdf
https://www.efrag.org/sites/default/files/media/document/2025-11/DRM%20Survey%20on%20current%20dynamic%20interest%20rate%20risk%20management%20practice%20-%20Summary%20Report%20-%20Final.pdf
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EFRAG is co-funded by the European Union through
the Single Market Programme in which the EEA-EFTA
countries (Norway, Iceland and Liechtenstein), as well
as Kosovo participate. Any views and opinions
expressed are however those of the presenter only
and do not necessarily reflect those of the European
Union, the European Commission or of countries that
participate in the Single Market Programme. Neither
the European Union, the European Commission nor
countries participating in the Single market
Programme can be held responsible for them.
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