
Suggested comments on the proposed Risk Mitigation Accounting amendments

1. Documentation requirements
The proposed documentation requirements should be proportionate to the complexity of an entity's risk-management activities. Excessively prescriptive documentation could create significant operational costs without necessarily improving the quality of financial reporting. 
2. Reliance on internal risk-management information
Since the proposed model is closely linked to an entity's actual risk-management strategy, the IASB should clarify the extent to which internal ALM and treasury information may be used for accounting purposes and what level of governance or validation is expected. 
3. IFRS 7 disclosures
The proposed disclosures should provide users with meaningful information about repricing-risk management without resulting in excessive or duplicative disclosures. Consideration should be given to permitting aggregation where detailed disclosure could obscure rather than improve users' understanding. 
4. Transition and comparability
The IASB should provide clear transition requirements and sufficient comparative information requirements. This is particularly important for banks currently applying IAS 39 portfolio hedge accounting, as changes could significantly affect reported results and equity. 
5. Cost-benefit considerations
Before finalising the amendments, the IASB should consider the implementation costs for smaller financial institutions and entities with less sophisticated risk-management systems. The benefits of improved financial reporting should be proportionate to the additional compliance burden. 
6. Need for practical examples
The final standard should include detailed examples covering common banking situations, including fixed-rate loan portfolios, demand deposits, term deposits, securities portfolios and interest-rate derivatives. 
Overall comment: The proposed model has the potential to improve the alignment between financial reporting and an entity's actual net repricing-risk management. However, greater clarity regarding scope, documentation, measurement, interaction with hedge accounting and disclosure requirements would assist consistent and cost-effective implementation.
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