
    EFRAG FR TEG meeting 
 14 April 2026 

  Paper 09-02 
EFRAG Secretariat: Lorenza 

Bignozzi, Sapna Heeralall, Serge 
Vinogradov, Didrik Thrane-

Nielsen  

EFRAG FR TEG meeting 14 April 2026  Paper 09-02, page 1 of 8 
 

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. 

Risk Mitigation Accounting  

Modified RMA model – step by step 

Steps in running modified RMA model (one model for each mitigated rate) 

Comment: Step 1 to step 4 is done at end of initial day (or period). 

Step 1: Interest rate curve 

Construct the zero-rate forward curve with daily granularity for the mitigated rate. Store it. 

Step 2: Net repricing risk exposures (NRRE) with daily granularity for the mitigated rate 

Step 2-1 

Construct sub NRRE from (non-derivative) items (in underlying portfolios) measured at fair value 

through profit or loss and items in underlying portfolios remeasured through profit or loss based 

on the mitigated rate. 

Step 2-2 

Construct sub NRRE from items (in underlying portfolios) measured at fair value through other 

comprehensive income and items in underlying portfolios remeasured through other 

comprehensive income based on the mitigated rate. Store it. 

Step 2-3 

Construct sub NRRE from items (in underlying portfolios) measured at amortised cost. Store it. 

Step 2-4 

Construct sub NRRE from items (in underlying portfolios) measured at cost. Store it. 

The paper has been updated to reflect some textual corrections identified during the EFRAG FR TEG meeting on 

14 April 2026 (step 10, step 15). 
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Step 2-5 

Construct sub NRRE from items (in underlying portfolios) not yet recognised in the statement of 

financial position. Store it. 

Step 3: Benchmark derivatives 

Step 3-1 

From step 1 and step 2, calculate the set of benchmark derivatives (one for each day within the 

sub NRREs [2-1, 2-2, 2-3, 2-4, and 2-5]). Store to next day (or period).  
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Step 3-2 

For sub NRRE 2-3, calculate the net Interest to “accrue” on each leg of each benchmark 

derivative. Store to next day (or period). 

Step 4: Designated derivatives 

Step 4-1 

Identify the interest rate derivatives with exposure to the mitigated rate that are used to 

manage an entity’s repricing risk. Store to next day (or period). 

Step 4-2 

Calculate the aggregated fair value of the designated derivatives. Store to next day (or period). 

Step 5: (End of next day (or period)) 

Redo step 1. 

Step 6: Some calculations on benchmark derivatives 

Step 6-1 

Calculate change in values of benchmark derivatives (see step 3) from previous period. Put the 

results into the relevant gross result vectors.  

Step 6-2 

Aggregate the value of the gross result vectors. 

Step 7: Calculations on designated derivatives 

Calculate the aggregated change in fair value of designated derivatives (see step 4-1 and 4-2) 

from previous period. 

Step 8: Lower of test 

Step 8-1 Benchmark derivative gross result adjuster (BDGRA) 

If value in step 6-2 has same sign as value in step 7, then BDGRA = 0 

If absolute value of value in step 6-2 <= absolute value of value in step 7, then BDGRA = 1 

Else BDGRA = - value in step 6-2 / value in step 7. 

Step 8-2 

For each vector in step 6-1 multiply the values with BDGRA (see step 8-1), creating result vectors 

[8-2-1, 8-2-2, 8-2-3, 8-2-4 and 8-2-5]. Store result vector 8-2-2, result vector 8-2-3, result vector 

8-2-4, and result vector 8-2-5. 

Step 9: Risk mitigation accounting 

For result vector 8-2-1, do nothing. 

For result vector 8-2-2, recognise value of result vector in PL and OCI. 

For result vector 8-2-3, recognise value of result vector in statement of financial position (as risk 

mitigation adjustment (RMA)) and PL. 
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For result vector 8-2-4, recognise value of result vector in statement of financial position (as risk 

mitigation adjustment (RMA)) and PL. 

For result vector 8-2-5, recognise value of result vector in statement of financial position (as risk 

mitigation adjustment (RMA)) and PL. 

Step 10: NII adjustment 

For NII adjustment stored in 3-2, multiply with BDGRA (see step 8-1), recognise in PL (within NII) 

and against RMA. 

Step 11: Realise todays accumulated results 

For past result vectors 8-2-2 (including current date) realise today’s value. Realised value 

recognised in OCI and PL. 

For past result vectors 8-2-3 (including current date) realise today’s value. Realised value 

recognised in PL (outside NII) and RMA. 

For past result vectors 8-2-4 (including current date) realise today’s value. Realised value 

recognised in PL (outside NII) and RMA. 

For past result vectors 8-2-5 (including current date) realise today’s value. Realised value 

recognised in PL (outside NII) and RMA. Note: It is not expected that there will be any realisation 

of todays accumulated results as it is expected that unrecognised positions will be recognised 

before they arrive at today. 

Step 12: 

Redo step 2. 

Step 13: Realise past accumulated results 

If for any future day the sub NRRE 2-2 of today has changed sign as compared to that future day 

in a previous sub NRRE 2-2 or reduced in absolute value, then for such day(s) recognise entire (if 

change of sign) or proportionate part of that days value (if reduction in absolute amount) in 

relevant result vector (8-2-2) in PL (outside NII) and OCI. Set the adjusted value in the old result 

vector to zero or resulting reduced amount. 

If for any future day the sub NRRE 2-3 of today has changed sign as compared to that future day 

in a previous sub NRRE 2-3 or reduced in absolute value, then for such day(s) recognise entire (if 

change of sign) or proportionate part of days value (if reduction in absolute amount) in relevant 

result vector (8-2-3) in PL (outside of NII) and RMA. Set the adjusted value in the old result 

vector to zero or resulting reduced amount. 

If for any future day the sub NRRE 2-4 of today has changed sign as compared to that future day 

in a previous sub NRRE 2-4 or reduced in absolute value, then for such day(s) recognise entire (if 

change of sign) or proportionate part of days value (if reduction in absolute amount) in relevant 

result vector (8-2-4) in PL (outside of NII) and RMA. Set the adjusted value in the old result 

vector to zero or resulting reduced amount. 

If for any future day the sub NRRE 2-5 of today has changed sign as compared to that future day 

in a previous sub NRRE 2-5 or reduced in absolute value, then for such day(s) recognise entire (if 

change of sign) or proportionate part of days value (if reduction in absolute amount) in relevant 

result vector (8-2-5) in PL (outside of NII) and RMA. Set the adjusted value in the old result 

vector to zero or resulting reduced amount. 
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Step 14: Adjust benchmark derivatives 

For each benchmark derivative for each sub NRRE: 

If the sign of the NRRE in a period has changed then construct new zero fair value benchmark 

derivative for the new NRRE in that period. 

If the absolute value of the NRRE has been reduced in a period, reduce the benchmark 

derivative for that period proportionally. 

If the absolute value of the NRRE has increased in a period, construct a new change benchmark 

derivative at zero fair value for the change in volume for that period. Merge the change 

benchmark derivative into the existing benchmark derivative for that period. 

Step 15: 

Redo step 3-2. 

Redo step 4. 

Next day (or period) (and forever thereafter where there are non-zero values in result vectors) 

Redo step 5 to 15. 
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Comments to the steps in running modified RMA model  
Please note that the modified model is a pure “overlay” model, that is the accounting is not 
modified for any of the underlying items nor any of the designated derivatives. 

Step 1: Interest rate curve 

It is expected that to produce such a zero-coupon forward cure is a standard procedure in a 

trading or risk management environment. How to produce such a curve is standard knowledge 

and described in number of open sources. Please note that as a zero-coupon curve it can easily 

be stored as (per day) a vector of daily values. 

Step 2: NRRE 

The RMA model is a model that is supposed in the “financial statements to represent the 

economic effect of an entity’s risk management activities if the entity manages repricing risk on 

a net basis” (our emphasis, quote from paragraph 7.1.3 of the ED stating the objective of RME). 

Thus, (a) if an entity manages interest rates on a gross basis or on a non-net basis, the RMA 

model is not to be applied (and is not to be criticised if it is not working) and (b) the RMA should 

reflect interest rate risk management conducted on a (total) net basis. 

It is according to the philosophy of RMA to include all interest rate exposures in the net position 

that is being managed with interest rate derivatives for interest risk management purposes. If 

items or components of items are not managed for interest rate risk on a net basis then such 

items should not be added to a net position. This might be the case for some items held for 

trading. 

Remember, it would be one RMA model for each mitigated rate. 

For risk management to be conducted on a net property a property that can be added (and 

divided) without modifying the resulting property must be identified. For interest rate exposure 

this is expected to be expected cash flows (delta volumes). Properties that cannot be added 

(and divided) without modifying the resulting property (like properties describing the 

uncertainty of cash flows) by definition cannot be included in the RMA model. However, the 

reflection of some of these properties may be affected by the frequency of which the model is 

run (higher frequency and adjustment would generally lead to better reflections of such 

properties). 

Step 2-3, 2-4, and 2-5 

For the purpose of NII presentation items measured at cost is split from items measured at 

amortised cost as only the latter is included in the NII. The same logic applies to items not yet 

recognised in the statement of financial position. (See later reversal of RMA in step 10: NII 

adjustment). 

Step 3: Benchmark derivatives 

Benchmark derivatives are hypothetical constructions for the purpose of accounting and is not a 

part of the risk management. 

Step 3-2 

The purpose of this step is to identify values to adjust the NII. Please see previous comment to 

step 2-3, 2-4, and 2-5. 

Step 4: Designated derivatives 

Designated derivatives are true external derivatives held by the entity included in the entity’s 

management of the net interest rate exposure. As indicated in comment to step 2, derivatives 

not used for interest risk management of the mitigated rate would not be designated 
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derivatives. (The ED is excluding certain written options, in the modified model, no derivatives 

are excluded if they are part of the interest risk management of the mitigated rate by the 

entity.) 

Step 6: Some calculations on benchmark derivatives 

Step 6-1 

Since there is one zero coupon benchmark derivative for each day in each sub NRRE there will 

be possible to present the result (the change in fair value of the benchmark derivatives for the 

period) as one vector (for each day) for each set of benchmark derivatives.  

Step 6-2 

The sum of the values in each gross result vector is the sum of the benchmark derivatives for 

that set of benchmark derivatives. 

Step 7: Calculations on designated derivatives 

The aggregated change in the fair value of the designated derivatives is from the previous 

period and is aggregated over all of the designated derivatives (it is not the aggregated change 

in fair value over the life of the designated derivatives). The change in the fair value should take 

into consideration the cash settlements during the period from the previous calculation. The 

result is one figure (not a vector and not needed to be stored for later periods). 

Step 8: Lower of test 

This step is very important (it separates the model from the Portfolio Revaluation Approach of 

2014). The modified model does not apply the concept of risk mitigation objective, so this is the 

one lower of test in the modified model. The lower of test is the protection against over-

hedging. The Lower of test is applied on an aggregated level and not for each day or each group 

of sub NRREs. 

Step 8-1 

This step avoids accounting if, for the period, the change in the fair value of the designated 

derivatives and the calculated change in the value of the benchmark derivatives is in the same 

direction. The step also avoids accounting for the “over hedging” in the situation of aggregated 

“over hedging”. In the situation with effective “over hedging” in the period the value change of 

each and every benchmark derivative in the period is adjusted proportionally. 

Step 10: NII adjustment 

See step 2-3. This motivates the split of the sub NRRE in step 2-3, 2-4, and 2-5 in items that does 

and does not affect NII.  

Step 11: Realise todays accumulated results 

This step secures a clean-up of the model. 

Step 12 

Note that the volume change in the benchmark derivative should be done at zero fair value. 

When volumes are increased in absolute amounts then the adjusted benchmark derivative is 

merged into the existing benchmark derivative so as to ensure only one benchmark derivative 

for each net in each sub NRRE. 

Step 13: Realise past accumulated results 

The idea is that a closed risk exposure is a realised risk exposure. This step is to compensate the 

elimination of the excess test in the ED. The step will in its current form impact NII, this may be 

changes by recognising these changes outside NII. 
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Appendix A - Handling of changes in NRRE in modified RMA model 

A reduction in long NRRE may be due to: 

• Sales of long positions 

• Additional short positions 

• Changes in estimates of long positions 

• Changes in estimates of short positions 

Actions in the modified RMA model 

• Reverse X % of RMA accounting 

• Reduce BD by 1-X% 

A reduction in short NRRE may be due to: 

• Purchases of long positions 

• Pay back of short positions 

• Changes in estimates of long positions 

• Changes in estimates of short positions 

Actions in the modified RMA model 

• Reverse X % of RMA accounting 

• Reduce BD by 1-X% 

An increase in long NRRE may be due to: 

• Purchases of long positions 

• Pay back of short positions 

• Changes in estimates of long positions 

• Changes in estimates of short positions 

Actions in the modified RMA model 

• Do not adjust current RMA accounting 

• Construct one additional BD 

• Combine additional BD and existing BD to one BD 

An increase in short NRRE may be due to: 

• Sales of long positions 

• Additional short positions 

• Changes in estimates of long positions 

• Changes in estimates of short positions 

Actions in the modified RMA model 

• Do not adjust current RMA accounting 

• Construct one additional BD 

• Combine additional BD and existing BD to one BD 

A change in sign of NRRE lead to: 

• Reversal of RMA accounting 

• Construction of new BD to the new NRRE 

 


