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DISCLAIMER

This paper has been prepared by the EFRAG Secretariat for discussion at a public meeting of EFRAG FR TEG. 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. 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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Some key issues of the ED 
RMA model
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Some key issues of the RMA model

• Objective of RMA

o  The stated objective of RMA is 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​

• Time bands

• Inflated accounting of FVOCI

• Unexpected changes

• RMA excess test

• AT1 instruments
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Key properties of a modified 
RMA model
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How a modified RMA model deals with some key issues in the ED

• Objective of RMA

The stated objective of RMA is 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​

• Time bands

• Inflated accounting of FVOCI

• Unexpected changes

• RMA excess test

• AT1 instruments

• Objective of RMA

The modified model significantly strengthens the link to the 
objective

• Time bands  => Changes the reliance on time bands

• Inflated accounting of FVOCI => Solves the issue

• Unexpected changes => Removes the issue

• RMA excess test => Removes the issue

• AT1 instruments => Does not solve, but indicates a 
solution
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Key properties of a modified RMA model

• It is a modified version of the ED RMA model, not an alternative model

• It builds on a number of concepts in the ED

• It is modified to solve operational issues and to circumvent what may be considered as 
inflated accounting in some situations

• It is modified to be fully industry-agnostic and to increase the ease of expansion to other 
risks

• It is a fully fledged overlay model (it does change the accounting for underlying items or 
designated derivatives)

• It moves the primary focus from how to account for the designated derivatives to the Net 
Repricing Risk Exposure and how to account for the risk mitigation achieved by the 
designated derivatives

• This presentation builds on the education material (EM)“Introduction to Risk Mitigation 
Accounting ED” that was presented by IASB to EFRAG FR TEG on 20 March 2026

https://www.efrag.org/system/files/sites/webpublishing/Meeting%20Documents/2512111529038069/07-02%20RMA%20educational%20session%20from%20IASB%20Staff%20-%20EFRAG%20FR%20TEG%2026-03-20.pdf
https://www.efrag.org/system/files/sites/webpublishing/Meeting%20Documents/2512111529038069/07-02%20RMA%20educational%20session%20from%20IASB%20Staff%20-%20EFRAG%20FR%20TEG%2026-03-20.pdf
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The modified model increases the benefits for preparers

Source: EM slides

The modified model adds 
more to all of these 
targets
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Net repricing risk exposure (NRRE) through the eyes of risk 
management
• Risk management asks: 

a) What is my exposure?

b) What exposure am I allowed?

…

• Note: 

a) Positions arises from recognised or non-recognised non-derivative exposures and 
existing derivative exposures. However, the NRRE of the risk manager consists of an 
aggregate of non-derivative and derivative positions. The NRRE of the ED is only a 
sub of a sub of the NRRE that the risk management considers and relates to.

b) Given by entity risk limits. Information of risk limits, their utilisation or breaches 
include qualitative information that is generally better provided in the disclosures 
than in the financial statements.
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NRRE through the eyes of risk management (cont.)

• Risk management asks (cont.): 

...

c) What is my target (my currently wished exposure)?

d) From where I am and within the conditions of what I am allowed, how do I come as 
close as possible to where I want to be?

• Note: 

c) Expected to change dynamically given market conditions. It is not possible to 
strictly separate trading targets from risk reduction targets. 

d) Changes in positions are assumed to be conducted by modifying existing derivative 
positions or entering into new derivative positions. Derivatives have no special 
standing in the eyes of risk management but are rather viewed as a tool to achieve 
a goal.
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NRRE through the eyes of risk management (cont.)

• Risk management cares about the timing of its exposures, thus each point in time into the 
future has its own NRRE, but each point in time into the future is not an isolated island. 
Points in time into the future has an expected linking through correlations and are thus 
generally managed on a holistic basis.

• Risk management care about the change in fair value of its positions (NRRE) but do not care 
of the accounting measurement or recognition of the positions.

• A NRRE of zero at a point in time may consist of two or more sub NRREs that in aggregate 
takes each other out

Note:
If the actions of risk management are directed or influenced by accounting, then the 
reflection of risk management activities in the accounting becomes a circular exercise.
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RMA is the accountants’ and not the risk managers’ reflection of the 
activities of risk management, but the aim is to reflect risk management

• If all exposures were recognised at fair value through profit or loss, then the activities of 
risk management would be fully reflected and there would be no need for RMA. There is 
no wish to account for all exposures at fair value through profit or loss, so, there is a 
need for RMA to reflect risk management conducted on a net basis.

• The beauty of NRRE is that it may be split in any manner and in aggregate remain its 
property as long as no item in the NRRE is left out or included more than once.

The accountants must transform the NRRE of risk management to sub NRREs for 
accounting purposes.

• Start by separating the derivative part of the NRRE of risk management. This “sub NRRE” 
is the designated derivatives in the ED.

• One is now left with the NRRE as conceptualised in the ED.
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NRRE through the eyes of accountants

Split the NRRE as conceptualised in the ED further into sub NRREs driven by the accounting 
measurement of the underlying's. The relevant sub NRREs are:
(a) Exposures measured at fair value through profit or loss or remeasured through profit or 
loss based on the mitigated rate

(b) Exposures measured at fair value through OCI or remeasured through OCI based on the 
mitigated rate

(c) Exposures measured at amortised cost in in a manner similar to amortised cost

(d) Exposures measured at cost

(e) Exposures not yet recognised in the statement of financial positions

This split is for accounting purposes only and does not reflect risk management.
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NRRE through the eyes of accountants (cont.)

Create one “zero coupon” benchmark derivative for each net exposure (for each (daily) 
time period) in each sub NRRE. When originally created the benchmark derivative should 
have a zero fair value. To facilitate the creation of the benchmark derivatives the creation 
of a zero-rate interest rate curve for the mitigated risk with a daily granularity is highly 
recommended.

The accountant can now follow, by underlying measurement category, the periodic value 
change due to the mitigated risk (that is the value change on the benchmark derivatives) 
and the proportion that is mitigated through the designated derivatives.

Following the logic of the ED, the accountant can now account for the lower of the value 
change on benchmark derivatives and the proportion that is mitigated through the 
designated derivatives, however, adjusting the accounting for each type of benchmark 
derivatives so that the accounting follow the accounting of the underlying, thus eliminating 
the issue of “inflated” accounting while allowing for a correct reversal from RMA as a NII 
adjustment.
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NRRE through the eyes of accountants (cont.)
Since the NRRE, the sub NRRE, and the benchmark derivatives are updated daily ( / 
frequently), a procedure for adjusting the benchmark derivatives is needed. This procedure 
is simple: 

(a) If the relevant net exposure in a sub NRRE is reduced (in absolute amounts), then the 
benchmark derivative is reduced proportionally; 

(b) If the net exposure in a sub NRRE changes sign, then a new benchmark derivative for 
the new exposure is created this new benchmark derivative is created to have an initial 
fair value of zero;

(c) If the net exposure in a sub NRRE does not change so the related benchmark derivative 
does not change either;

(d) If the relevant net exposure in a sub NRRE is increased (in absolute amounts), then first 
a new benchmark derivative for the increased volume is created at zero fair value and 
then this and the existing benchmark derivative for that time period are merged.
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NRRE through the eyes of accountants (cont.)
To avoid carrying forward in the statement of financial positions the RMA values that 
cannot be backed by the underlying positions, the modified model runs the following test:

• If the benchmark derivative has been reduced in volume, then for all previous periods 
when the benchmark derivative has a higher volume than its current volume a 
proportional part of the remaining RMA is recognised in PL.

Following this simple logic the modified model:

• Reflects very closely the actual risk management as the NRRE consists of all the 
exposures that is considered by risk management when the relevant risk is managed on a 
net basis

• Avoids accounting mismatches

• Is easy to operate

• Is industry agnostic and ready for extension to risks other than interest rate risk
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NRRE through the eyes of accountants (cont.)

For further details on the running of the modified RMA model please see:

1) Modified RMA model – Step by step (agenda paper 09-02)

2) Comparison ED RMA model vs modified RMA model (agenda paper 09-03)

3) Example of the modified RMA model (agenda paper 09-04)
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A note on equity

If the risk management includes equity in its net position so should in principle accounting 
do the same if the accounting is to reflect the risk management. However, this runs 
contrary to the accounting concept that equity is a residual that shall not impact PL.

In paragraph B7.2.17 the ED introduces the concept of equity modelling. When looking at 
it, this concept is a deviation from the concept of managing risk on a net basis. 

However, for AT1 instruments the story differs as to include these in the NRRE is consistent 
with managing risk on a net basis. 

It is up to the standard setter to decide if AT1 instruments should be allowed into the 
accounting NRRE and then as a separate sub NRRE with its separate accounting 
implications.
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