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Part 1: Measurement

Summary

In inactive markets, entities measure the fair value of financial instruments by considering all relevant
market information that is available. A thdrough understanding of the instrument subject to valuation is
necessary in order to identify relevant available information. Information to be considered includes
prices from recent transactions in the same or similar instruments, quotes from brokers and pricing
services, indices and other inputs to model-based valuation technigues. Entities use this information to

measure fair value by assessing the available information and applying it as appropriate.

Some market participants have suggested that, when market prices are stressed, fair values should be
determined using a *fundamental valu‘e' approach based primarily on management’s estimate of future
cash flows. However, such ‘fundamental values’ are not consistent with the fair value measurement
objective because they ignore the spreads that market participants would require for bearing risk and
for other factors, such as illiquidity. In other words, they do not represent the price at whicha -

transaction would occur between market participants on the measurement date.

Entities sometirrll'es place undue emphasis on the distinction between active and inactive markets when
measuring fair values. Even when markets are inactive, a current transaction price for the same or a
similar instrument normally~provide5 the best evidence of fair value (ahd what constitutes a ‘similar
instrument’ fs subject to judgement and requires an understanding of the terms of the instruménts).

, Accofdingly, such transaction prices cannot be ignored when measuring fair value. Furthermore, \forced
transactions, involuntary liquidations and distress sales are rare and evidence is needed before it is

determined that a transaction has not taken place at fair value.

If a model is used to measure fair value, it is periodically calibrated to observable market information to
ensure that the model reflects current market conditions and to identify any potential deficiencies in the
model. As market conditions change, it might be neceésary gither to change the models uéed orto
make additional adjustments to model valuations. An adjustment to a model valuation is appropriate if it
results in a better estimate of the price at which a transaction would have occurred on the |
measurement date. Adjustments to model valuations are not appropriate if they adjust the

measurement away from fair value, for example for conservatism.

An entity might arrive af a range of possible.values for an instrument because of the different sources of
information available and the different reasonable alternative assumpticns that an entity could use. An .
entity determines its best estimate of fair value within that range by making judgements about the
available information. In exercising judgement, different entities might arrive at different estimates of
fair value for the same instrument and both entities might still meet the objective of fair value

measurement.
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S. Securities and Exchange Commissid

SEC Office of the Chief Accountant and FASB Staff
Clarifications on Fair Value Accountmg

FOR IMMEDIATE RELEASE
2008- 234 oot

Washingtoh D.C., Sept. 30, 2008 — The cutrent environment has made .
questions surrounc!mg the determination of fair value partictilarly
chailenging for preparers, auditors, and users of financial information. The
SEC's Office of the Chief Accountant and the staff, of the FASB have been
engaged in extensive consultations with participants in the capital markets,
including investors, preparers, and auditors, on the application of falr vatue
measurements in the current market env:ronment

There are a number of practice issues where there is a need for immediate
additional quidance. The SEC's Office of the Chief Accountant recognizes
and supports the productive efforts of the FASB and the IASB on these
issues, including the JASB Expert Advisory Panel's Sept. 16, 2008 draft
document, the work of the FASB's Valuation Resource Group, and the
IASB's upcoming meeting on the credit crisis: To' provide additional
guidance on these and other issues surrounding fair value measurements,
the FASB is preparing to propose additional interpretative guidance on falr
value measurement under U.S. GAAP later this week,

While the FASB is preparing to provide addltlonal interpretative guidance, -
SEC staff and FASB staff are seeking to assist preparers and auditors by
providing immediate clarifications. The clarifications SEC staff and FASB,
staff are jointly providing today, based an the fair value measurement
guidance in FASB Statement No. 157, Fair Value Measurements (Statement
157), are intended to help preparers, auditors, and investors address fair
value measurement questions that have been C|ted as most urgent in the
current env:ronment

* %k %

- Can management's internal assumptions (e.qg., expected cash
. flows) be used to measure fair value when relevant market
] e\ndence does not exist? :

Yes. When an active market for a security does not exist, the use of
management estimates that incorporate current market participant
expectations. of future cash flows, and include appropriate risk prémiums, is
acceptable. Statement 157 discusses a range of information and valuation
techniques that a reasonable preparer might use to estimate fair vajue
. when relevant market data may be unavailable, which may be the case

during this period of market uncertainty. This can, in appropriate

- circumstances, include expected cash flows from an asset. Further, in some
cases using unobservable inputs (level 3) might be more appropnate than.
using observable inputs (level 2); for.example, when significant
adjustments are required to available obsetrvable inputs it may be

. appropriate to utilize an estimate based primarily on unobservable inputs.

. http://www.sec.gov/news/ press/2008/ 2008-234.htm
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The determination of fair value often requires significant JUdgh‘:ent In some

- cases, multiple inputs from different sources may collectively. provide the
- best evidence of fair value: In these cases expected cash flows would. be

considered alongside other relevant information, The weighting of the
inputs in the fair value estimate will depend on the exterit to which they
provide information about the value of an asset or liability and ate relevant
in developing a reasonable estlmate . . :

How should the use of "market” quotes (e.g., broker quotes or ‘
information from a pricing service) be considered when assessing
the mix of mformatlon available to measure fair value'-‘

Broker quotes may be a'n input when measuring fai_r value, but are not ,
necessarily determinative if an active market does not exist for the

" security. In a liquid market a broker quote should reflect market

information from actual transactions. However, when markets are less -
active, brokers may rely more on models with inputs based on the
information available only to the broker. In weighing a broker quote as an
input to fair value, an entity should place less reliance on quotes that do

- not reflect the result of market transactions, Further, the nature of the -

quote (e.g. whether the quote is an indicative price or a binding offer)
should be con5|dered when welghmg the available ev1dence

Are transactions that are determined to be disaorderly
representative of fair value? When is a distressed (disorderly) sale
indicative of fair value?

The results of disorderly transactions are not determinative when
measuring fair value. The concept of a fair value measurement assumes an
orderly transaction between market participants. An orderly transaction Is
one that involves market participants that are willing to transact and allows
for adequate exposure to the market. Distressed or forced liquidation sales
are not orderly transactions, and thus the fact that a transaction is
distressed or forced should be considered when weighing the available
evidence. Determining whether a partlcular transactlon Is forced or

~ disorderly requires judgment.

~ Can transactions in an inactive market affect fair value

measurements?

‘Yes. A quoted market price'in an active market for the .identical asset is

most representative of fair value and thus is required to be used (generally
without adjustment).. Transactions in inactive markets may be inputs when
measuring fair value, but would likely not be determinative. If they are
orderly, transactions should be considered in management’s estimate of fair
value. However, if prices in an inactive market do not reflect current prices

" for the same or simifar’ assets, adjustments may be necessary to arrwe at

fair value. .

‘A s:gnlﬁcant increase in the spread between the amount sellers are "asking'

and the price that buyers are "bidding;" of the presence of a relatlveiy
small number of "bidding" parties, are indicators that should be considered
in determining whether a market is inactive. The determmatlon of whether
a market is active or not requires Judgment .

' What factors should be consrdered in determining whether an

investment is other-than-temporarily impaired?

http://www.sec.gov/news/press/2008/2008~234.htm
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In general the greater the decline in value, the greater the period of time
until anticipated recovery, and the longer the period of time that a decline
has existed, the greater the level of evidence necessary to reach a
conc!us;on that an other-than-temporary decl[ne has not occurred.

Determining whether impairment is other-than-temporary is a matter that
often requires the exercise of reasonable-judgment based upon the specific
facts and circumstances of each investment, This includes an assessment of .
the nature of the underlying investment (for exampie whether the security -
is debt, equity or a hybrid) which may have an impact on a holder's abihty
to assess the probability of recovery. .

Existing U. S GAAP does not provide "bright lines" or "safe harbors" in-
makmg a judgment about other-than-temporary lmpatrments However,
"rules of thumb” that consider the nature of the underlying investment can
be useful tools for management and auditors in identifying securltles that
warrant a higher level of evaluation,

To assist in makmg this. Judgment SAB Topic 5ML provides a number of
factors that should be considered. These factors are not all inclusive of the
potential factors that may be considered individually, or in combination with
other factors, when consm!ermg whether an other-than- -temporary
rmpalrment ex:sts Factors to consider include the following:

= The length of the time and the extent to which the market value has
been less than cost;

« The financial condition and near-term prospects of the issuer,
mcludlng any specific events, which may influence the operations of
the issuer such as changes in technology that impair the earnings
potential of the investment or the discontinuation of a segment of the
business that may affect the future eammgs potentlal or '

¢ The intent and ability of the holder to retain its investment in the
. Issuer for a period of time sufficient to allow for any anticipated
. recovery in market value, L

All available information should be considered in estimating the antmpated
recovery perlod .

L

" Finally, because fair value measurements and the assessment of
impairment may require significant judgments, clear and transparent
disclosures are critical to providing investors with an understanding of the
judgments made by management. In addition to the disclosures reguired
under existing U.S. GAAP, including Statement 157, the SEC's Division of
Corporation Finance recently issued letters in March and Septembeér that.
are available on the SEC's Web site to provide real-time guidance for
issuers to consider in.enhancing the transparency of fair value
measurements to investors. Additionally, the SEC staff and the FASB staff
will continue to consult with capital market participants on issues
encountered in the appllcatlon of fair value measurements,

EE

1 AU 332, Auditing Derivative Instruments, Hedging Act:wt/es and
Investments in Secuntres of the PCAOB Interim Audltmg Standards also

http://www.s ec.gov/ news/press/2008/ 2003~234.htm



provide factors to consider when evaluating whether an lmpaIrment is -
other-than-temporary. ‘

http://www.sec.go v/néws/press/z 008/2008-234.htm
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~ FSP FAS 157-3

- FASB STAFF POSITION

No.FAS 157-3

Title: Determining the Fair Value of a Financial Asset When the Market for That Asset
Is Not Active \ ‘

Date Issued: October 10, 2008
Objective

1. This FASB Staff Position (ESP) clarifies the application of FASB Statement
No. 157, Fair Value Measurements, in a market that is not active and provides an
example to illustrate key considerations in determining the fair value of a financial asset

when the market for that financial asset is not active.

Background

2. Statement 157 was issued in September 2006, and is effective for financijal assets
and financial liabilities for financial statements issued for ﬁscai years beginning after
November 15, 2007, and interim periods within those fiscal years. Early application x;va_ts
encouraged. FSP FAS 157-2, Effective Date of FASB Statement No. 157, amended
Statement 157 to delay the effective date of Statement 157 for nonfinancial assets and
nonfinancial liabilities, except for items that are recognized or disclosed at fair value in
the financial statements on a recurring basis (at least annually), until fiscal years

beginning after November 15, 2008, and interim periods within those fiscal years.

3. Statement 157 establishes a single definition of fair value and a framework for
measuring fair value in generally accepted accounting principles (GAAP) that result in
increased consistency and comparability in fair value measurements. Statement 157 also
expands disclosures about fair value meésurements, thereby improving the quality of
information provided to users of financial statements. Statement 157 does not require any

new fair value measurements,

FSP on FAS 157 (FSP FAS 157-3) p. 1



FSP FAS 157-3

4. The FASB staff obtained extensive input from various constituents, including
financial statement users, preparers, and auditors, on detenninmg fair value in accordance
with Statement 157. Many of those constituents indicated that the fair value measurement
framework in Statement 157 and related disclosures have improved the quality and

transparency of financial information.

-

5. However, certain constituents expressed concerns that Statement 157 does not
provide sufficient guidance on how to determine the fair value of financial assets when

the market for that dsset is not active. Application issues include:

a. How the reporting entity’s own assumptions (that is, expected cash flows and
appropriately risk-adjusted discount rates) should be considered when
measuring fair value when relevant observable inputs do not exist

b. How available observable inputs in a market that is not active should be
considered when measuring fair value

c. How the use of market quotes (for example, broker quotes or pricing services
for the same or similar financial assets) should be considered when assessing the
relevance of observable and unobservable inputs available to measure fair value.

6. The Office of the Chief Accountant of the SEC and the FASB staff jointly issued a
press release on Septembér 30, 2008, that addresses similar Statement 157 application
issues. That press release provides financial statement users, preparers, and auditors with
additional guidance useful in dealing with those issues. The guidance included in ﬁﬁs

FSP is consistent with and amplifies the guidance contaiﬁed in that press release.

All paragraphs in this FSP have equal authority.
“Paragraphs in bold set out the main principles.

FASB Staff Position

Scope

7. This FSP applies to financial assets within the scope of accounting:

pronouncements that require or permit fair value measurements in accordance with

Statement 157.

FSP on FAS 157 (FSP FAS 157-3) - : : ‘ p.2
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8. This FSP clarifies the application of Statement 157 in a market that is not active

and provides an example to illustrate key considerations in determining the fair

value of a financial asset when the market for that financial asset is not active.

9. Key existing principles of Statement 157 illustrated in the example include:

a.

A fair value measurement represents the price at which a transaction would
occur between market participants at the measurement date. As discussed in
Statement 157, in situations in which there is little, if any, market activity for an
asset at the measurement date, the fair value measurement objective remains the
same, that is, the price that would be received by the holder of the financial
asset in an orderly transaction (an exit price notion} that is not a forced
liquidation or distressed sale at the measurement date.! Even in times of market
dislocation, it is-not appropriate to conclude that all market activity represents
forced liquidations or distressed sales. Fowever, it is also not appropriate to
automatically conclude that any transaction price is determinative of fair value.
Determining fair value in a dislocated market depends on the facts and
circumstances and may. require the use of significant judgment about whether
individual transactions are forced liquidations or distressed sales.

In determining fair value for a financial asset, the use of a reporting entity’s own
assumptions about future cash flows and appropriately risk-adjusted discount
rates is acceptable when relevant observable inputs are not available. Statement
157 discusses a range of information and valuation techniques that a reporting
entity mi%ht use to estimate fair value when relevant observable inputs are not
available.” In some cases an entity may determine that observable inputs (Level
2) require significant adjustment based on unobservable data and thus would be
considered a Level 3 fair value measurement. For example, in cases where the
volume and level of trading activity in the asset have declined significantly, the
available prices vary significantly over time or among market participants, or
the prices are not current, the observable inputs might not be relevant and could
require significant adjustment. Regardless of the valuation technique used, an
entity must include appropriate risk adjustments that market participants would
make for nonperformance and liquidity risks. :
Broker (or pricing service) quotes may be an appropriate input when measuring |
fair value, but they are not necessarily determinative if an active market, does
not exist for the financial asset. In an active market, a broker quote should
reflect market information from actual transactions. However, when markets are

not active, brokers may rely more on models with inputs based on information ~

available only to the broker. In weighing 4 broker quote as an input to a fair

value measurement, an entity should place less reliance on quotes that do not

reflect the result of market transactions. Further, the nature of the quote (for

! See paragraph 7 of Statement 157.
* Paragraph B6 of Statement 157 describes two present value techniques for determining fair value. The
present value techniques differ in how they adjust for risk and in the type of cash flows they use.

FSP on FAS 157 (FSP FAS 157-3) p.3
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example, whether the quote is an indicative price or a binding offer) should be
considered when weighing the available evidence.

'10. For recurring fair value measurements using significant unobservable inputs (Level
3), paragraph 32 of Statemént 157 requires an entity to reconcile the beginning and
ending balances, including separately presenting changes that occurred during the period
that are attributable to transfers in and/or out of Level 3. For botﬁ recurring and
nonrecurring fair value measurements using significant unobservable inputs (Level 3),
paragraphs 32 and 33 of Statemenf 157 require an entity to describe the inputs and the

information used to develop those inputs.?
Amendment to Add an Illustrative Example to Statement 157

11. Statement 157 is amended as follows: [Added text is underlined.]

a. Paragraphs A32A—A32F and the heading preceding them are added as follows: -

Example 11—Determining the Fair Value of a Financial Asset When the Market
for That Asset Is Not Active

Note: The conclusions reached in this example are based on the assumed facts
and circumstances presented. Other approaches to determining fair value may
be appropriate. Also, this example assumes that the observable transactions
considered in_determining fair value were not forced liquidations or distressed

transactions. :

A32A. On January 1. 20X8., Entity A invested in a AA-rated tranche of a

collateralized debt obligation security. The underlying collateral for the
collateralized debt obligation security is unguaranteed nonconforming

residential mortgage loans. Prior to June 30, 20X8, Entity A was able to
determine the fair value of the collateralized debt obligation security using a
market approach valuation technique based on Level 2 inputs that did not
require significant adjustment. The I.evel 2 inputs included:

a. Quoted prices in active markets for similar collateralized debt
obligation securities with- insignificant adjustments for differences
between the collateralized debt obligation security that Entity A holds
and the similar collateralized debt obligation securifies

? The Board observes that the SEC’s Division of Corporzition Finance issued letters in March 2008 and
September 2008 for issuers to consider in enhancing the {ransparency of disclosures relating to fair value
measurements. i

FSP on FAS 157 (FSP FAS 157-3) 4 - p.4
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b. Quoted prices in markets that are not active that represent current
transactions for the same or similar collateralized debt obligation

securities that do not require _significant adjustment based on
unobservable inputs.

A32B. Since June 30, 20X8. thé market for collateralized debt obligation

securities has become increasingly inactive. The inactivity was evidenced first
by a significant widening of the bid-ask spread in the brokered markets in which

collateralized debt obligation securities trade and then by a significant decrease
in the volume of trades relative to historical levels as well as other relevant

* factors. At September 30, 20X8 (the measurement date). Entity A determines
that the market for its collateralized debt obligation security is not active and
that markets for similar collateralized debt obligation securities (such as higher-

rated tranches within the same collateralized debt obligation security vehicle)
also are not active. That determination was made considering that there are few
observable transactions for the collateralized debt obligation security or similar
collateralized debt obligation securities, the prices for those transactions that
have occurred are not current, and the observable prices for those transactions
vary substantially either over time or among market makers, thus reducing the
potential relevance of those observations. Consequently, while Entity A
appropriately considers those observable inputs,. ultimately, Entity A’s
collateralized debt obligation security will be classified within Level 3 of the
fair value hierarchy because Entity A determines that significant adjustments
using_unobservable inputs are required to determine fair value at the

measurement date,

A32C. Entity A determines that an income approach valuation technique .
(present value technique) that maximizes the use of relevant observable inputs
and minimizes the use of unobservable inputs will be equally or more
representative of fair value than the market approach valuation technique used
at prior measurement dates, which would now require significant adjustments.?"

Specifically, Entity A uses the discount rate adjustment technique described in
- Appendix B of Statement 157 to determine fair value. .

A32D. FEntity A determines that the appropriate _discount rate®® used to
discount the contractual cash flows™ of its collateralized debt obligation
security is 22 percent after considering the following:

a. The implied rate of returﬁ at the last date on which the market was
considered active for the collateralized debt obligation security was 15

percent. Based on an analysis of available observable inputs for
mortgage-related debt securities, Entity A determines that market rates
of return generally have increased in the marketplace since the last
date on which the market was considered active for the collateralized

debt obligation security. Entity A estimates that credit spreads have
widened by approximately 100 basis points and liquidity risk

FSP on FAS 157 (FSP FAS 157-3) p-3
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premiums have increased during that period by approximately 400
basis points. Other risks (for example. interest rate risk) have not
changed. Using this information, Entity A estimates that an indication
of an appropriate rate of return for the collateralized debt obligation
security is 20 percent® In making that determination, Entity A
considered all available market information that could be obtained
without undue cost and effort. For this collateralized debt obligation
security, the available market information used in assessing the risks in
the security (including nonperformance risk [for example, default risk

and collateral value risk] and liquidity risk) included: _
(1) Quoted prices that are not current for the same or similar
collateralized debt obligation securities

(2) Relevant reports issued by analysts and ratings agencies
(3) The_current level of interest rates and any directional

movements in relevant indexes, such as credit risk indexes
(4) Information about the performance of the underlying
mortgage loans, such as delinquency and foreclosure rates,

loss experience, and prepayment rates
(5) Other relevant observable inputs.

b. Two indicative quotes (that is. nonbinding quotes) for the
collateralized debt obligation security _from brokers imply a rate of
return of 23 percent and 27 percent. The indicative quotes are based on
proprietary pricing. models utilizing significant unobservable inputs
(that is. Level 3 inputs), rather than actual transactions. ,

A32E. Because Entity A has multiple indications of the appropriate rate of
return that market participants would consider relevant in estimating fair value,
it evalnates and weighs, as appropriate, the respective indications of the
appropriate rate of return. considering the reasonableness of the range indicated

by the results. Entity A concludes that 22 percent is the point within the range of

relevant inputs that is most representative of fair value in the circumstances.

Entity A placed more weight on the 20 percent estimated rate of return (that s,
its own estimate) because (a) the indications of an appropriate rate of refurn
provided by the broker quotes were nonbinding quotes based on the brokers’
own models using significant unobservable inputs, and (b) Entity A was able to
corroborate some of the inputs, such as default rates, with relevant observable

market data, which it used to make significant adjustments to the implied rate of
return when the market was last considered active.

A32F. In accordance with the reguirements of Statement 157, Entity A
determines that the risk-adjusted discount rate appropriately reflects the
reporting entity’s estimate of the assumptions that market participants would
use to estimate the selling price of the asset at the measurement date. Risks
incorporated in the discount rate include nonperformance risk (for example,
default risk and collateral value risk) and liquidity risk (that is. the

FSP on FAS 157 (FSP FAS 157-3) " p.6
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compensation that a market participant receives for buvmg_an asset that is
difficult to sell under current market conditions).

212 See paragraphs 20 and 21 of Statement 157,

#1b See paragraphs B7-B11 of Statement 157.
?'° The discount rate adjustment technique described in paragraphs B7-B11 of Statement 157

- would not be appropriate when determining whether the chanpe in fair value results in an

impairment and/or necessitates a change in yield under EITF Issue No. 99-20. "Recognition of

Interest Income and Impairment on Purchased Beneficial Interests That Continue to Be Held by

a Transferor in Securitized Financial Assets," because that technique uses contractual cash flows

rather than cash flows expected by market participants,
! Calculated as the 15 percent implied rate of return at the last date on which the market was

considered active, plus the increase in (a) credit spreads of 100 basis points (1 percent) and (b}
liquidity risk premiums of 400 basis points (4 percent).

Effective Date and Transition

12. This FSP shall be effective upon issuance, including prior periods for which
financial statements have not been issued. Revisions resulting from a change in the
valuation technique or its application shall be accounted for as a change in accounting
estimate (FASB Statement No. 154, Accounting Changes-and Error Corrections,
paragraph 19). The disclosure provisions of Statement 154 for a change in accounting
estimate are not required for revisions resulting from a change in vaiuation technique or

its application.

The provisions of this FSP need not be applied to immaterial items.

FSP on FAS 157 (ESP FAS 157-3) p.7




14 October 2008

IASB provides update on applying féir value in inactive markets

The Intemaﬁonal Accounting Standards Board (IASB) today provided an update on its- work

to consider the application of fair value when markets become inactive.

In May 2008 and at the request of the Financial Stability Forum (FSF) the IASB established
an Expert Advisory Panel to consider the application of fair value when markets become
inactive. The Panel has since met on seven occasions, the latest of which was on Friday 10

October.

Amongst the issues discussed at its meeting on 10 October, the Panel agreed to emphasise
that the objective of a fair value measurement is the price at which an orderly transaction
would take place between market participants on the measurement date, not the price that

would be achieved in a forced liquidation or distress sale. The Panel reaffirmed that such

International Accounting Standards Board®

- Press Release

transactions_should not be considered in a fair value measurement, whilst also noting that

even in times of market dislocation not all market activity arises from forced liquidations or

distress sales,

The Panel also agreed to emphasise existing guidance within 'Interrllational Financial

Reporting Standards (IFRSs) that using the entity’s own assumptions about future cash flows

and appropriately risk-adjusted discount rates is acceptable when relevant observable inputs

are not available.

The Panel also reviewed the feedback received from interested parties on the draft document

and started the process for completing its guidance. The final document of the Panel will

include the guidance in the US Financial Accounting Standards Board (FASB) Staff Position

issued on 10 October on determining the fair value of a financial asset when the market for

that asset is not active.

The TASB reaffirms its belief that fair value measurement guidance under IFRSs and US

generally accepted accounting principles is already consistent. The JASB and the FASB will

continue to co-operate to.ensure that applying fair value in inactive markets is dealt with

30 Cannon Street, London EC4M 6XH, United Kingdom
Telephone: +44 (0)20 7246 6410 Fax: +44 (0)20 7246 6411 Email: iash@jiash.org Web: www.iash.org
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consistently. They also intend to issue common guidance on any accounting questions

arising from the US Emergency Economic Stabilization Act of 2008.

Sir David Tweedie, Chairman of the IASB, said:

This press release says two things. First, that guidance within IFRSs is already clear
that distress sales should not be included in fair value measurement. Secondly, that
' recent guidance from the FASB is consistent with the findings of our own expert

panel on illiquid markets.

END

Press enquiries:

Mark Byatt, Director of Corporate Communications, IASB
telephone: +44 (0)20 7246 6472, email: mbyatt@iasb.org

Technical enquiries:

Gavin Francis, Director of Capital Markets, IASB
telephone: +44 (0)20 7246 6901, email: gfrancis@jiasb.org

Notes for editors
About the IASB

The IASB was established in 2001 and is the standard-sefting body of the International
Accounting Standards Committee (IASC) Foundation, an independent private sector, not-for-
profit organisation. The IASB is committed to developing, in the public interest, a single set
of high quality, global accounting standards that provide high quality transparent and
comparable information in general purpose financial statements. In pursuit of this objective
the IASB conducts extensive public consultations and secks the co-operation of international
and national bodies around the world. Its 14 members (12 of whom are full-time) are drawn
from nine countries and have a variety of professional backgrounds. They are appointed by
and accountable to the Trustees of the JASC Foundation, who are required to select the best
available combination of technical expertise and diversity of international business and
market experience.
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Summit of European G8 members

Palais de I'Elysée — Saturday October 4th 2008

STATEMENT

1. At a time of crisis, we have come together to discuss the current situation in the financial markets

and the steps we are taking individually and collectively to address the challenges we are facing. -

2. We jointly commit to ensure the soundness and stability of our banking and financial systcm and
will take all the necessary measures to achieve this objective.

3. We will work cooperatively and in a coordinated way within the European Union and with our
international partners.

4. In the spmt of close coordination within the European Union, we will ensure that potentlal Cross-
border effects of national decisions are taken into consideration.

5. We strongly welcome the actions taken by the ECB, Bank of England and other European central
" banks since the beginning of the financial turmoil. The liquidity of the financial system shall be
ensured by all authorities in order to preserve confidence and stability,

6. While noting the progress towards disclosure of exposure and risks, we call on financial
institutions to strictly implement recommendations endorsed by the Ecofin council on transparency.

7. In the current exceptional circumstances, we stress the need for the Commission to continue to
act quickly and apply flexibility in state aid decisions, continuing to uphold the principles of the
single market and the state aid regime. The application of the Stability and Growth Pact should also
reflect the current exceptional circumstances, in accordance with the provisions of the Pact.

8. It is right that, should public support be necessary for distressed financial institutions, it should
take place in a framework which recognises adequate protection of taxpayer’s money, the
responsibility of managers, shareholders to bear their share of the burden and appropriate protection
of the legitimate interests of competitors.

- 9. We _will ensure that Furopean financial institutions are not disadvantaged vis-3-vis their
international competitors in terms of accounting rules and of their interpretation. In this regard,
European financial institutions should be given the same rules to reclassify financial instruments

from the trading book to the banking book including those already held or issued. We urge the -

IASB and the FASB to work quickly together on this issue in accordance with their recént
annoucement. We also welcome the readiness of the Commission to bring forward appropriate
measures as soon as possible. This issue must be resolved by the end of the month.

10. It is also important to ensure that we take urgent action to address the impact of the financial
crisis on our economies. Credit to the economy should be maintained. In this regard, we welcome
the decision of the European Investment Bank to mobilize 30 billions euros of support for European
small and medium size enterprises as a satisfactory first step and urge the Bank to frontload this
effort. In a medium term perspective, we welcome the commitment of the EIB to enhance its
capability to support infrastructure projects. The consequences of the financial crisis on the

12
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‘economy also make it necessary for the

partners when lending to small and medium size companies.

11. We are determined to ensure an accelerated implementation of the road maps agreed by Ecofin
and the G7. We welcome the ECOFIN decision to introduce strict oversight of credit rating

agencies and we look forward to the Commission’s proposal announced for mid-November.

12. To ensure that national rules interact properly, we call for further development of EU wide rules
on Deposit Guarantee schemes and welcome the intention of the Commission to present a
legislative proposal in the near future. We agree that it is a priority to strenghten transparency and
security in the credit default swaps market.

13. Going forward, we will work within the European Union and with cur intemational partners to
achieve an effective and comprehensive reform of the global financial system in line with the
principles of transparency, sound banking, responsibility, mtegnty and global governance. We call
for the convening of a summit as soon as possible. :

14. Such a reform should notably be underpinned by a comprehensive framework of supervision.
All parties with significant financial impact should be appropriately regulated or under surveillance.

15, We will consider how supervision, regulatory policy, accounting standards and prudential rules
interact with the economic cycle and could help to cushion shocks in bad times and restrain
speculative bubbles in good times.

16. We want also to promote management responsibility and mtegrlty In particular, we call on
supervisors to elaborate codes of conduct to ensure that compensation does not focus on short term
performance and does not encourage excessive risk taking. We call on supervisors to take into
account this dimension in assessing banks’ risk profiles.

17. We will act jointly to strengthen global financial governance based on political legitimacy. It

must provide an effective and authoritative early warning system for the international system, drive

the setting of global standards and best practice in regulation and supervision, provide the
framework for cooperation of national super\rlsors and establish a framework for coordination in a

crisis.

18. In the same way, we need to establish mechanisms within the European Union, to alIow for
rapid cooperation, in particular with other major financial centres. Similarly, we need to improve

- further our organization within the European Union to deal with ailing cross-border financial

groups, consistent with the main principles and provisions of the EU MoU agreed on financial
stability in June 2008, particularly the immediate establishment of colleges of supervisors to
oversee cross border institutions. In order to allow for rapid and effective coordination with other
major financial centres in stressed sitnations, the mobilisation of a task force of supervisors, central -
banks and treasury departments should also be considered.

19. We are ready to discuss those principles with our European Partners and are convinced that their
implementation is needed to preserve confidence and stability in the financial system as well as the
support of our people in an open and free market economy. Our financial Ministers and we are
committed to promote them in all international fora and we call on our partners to join our efforts,
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International Accounting Standards Board®

Press Release

IASBICKSERIB RO IRBICEAEERITILRY)—R

13 October 2008

TASB amendments permit reclassification of financial instruments

The International Accounting Standards Board (IASB) today issued amendments to IAS 39

Financial Instruments: Recognition and Measurement and IFRS 7 Financial Instruments:,

Disclosures that would permit the reclassification of some financial instruments. The

amendments to JAS 39 introduces the possibility of reclassifications for companiés applying

International Financial Reporting Standards (IFRSs), which were already permitted under US

generally accepted accounting principles (GAAP) in rare ‘circumstances.

The deterioration of the world’s financial markets that has occurred during the third quarter
of this yeﬁr is a possible example of rare circumstances cited in these IFRS amendments and

therefore justifies its immediate publication. Today’s action enables comj)anics reporting

according to IFRSs to use the reclassification amendments, if they so wish, from 1 July 2008.

These amendments are the latest in a series of steps that the IASB has undertaken to respond
tb the credit crisis. The IASB has worked with a number of other regional and intermational
bodies, including the Financial Stability Forum (FSF), to address financial reporting issues

associated with the credit crisis. In responding to the crisis, the IASB notes the concern

expressed by EU leaders and finance ministers through the ECOFIN Council to ensure that

‘Furopean financial institutions are not disadvantaged vis-a-vis their international '_

competitors in terms of accounting rules and of their interpretation.” The amendments today

" address the desire to reduce di.fferenées between IFRSs and US GAAP in a manner that

produces high quality financial information for investors across the global capital markets.

Sir David Tweedie, Chairman of the IASB, said:

In addressing the rare circﬁmstances of the current. credit crisis, the IASB is

committed to taking urgent action to ensure that transparency and confidence are

. restored to financial markets. The IASB has acted quickly to address thé concerns

raised by EU leaders and others regarding the issue of reclassification. Our iesponse

30 Cannon Street, London EC4M 6XH, United Kingdom
Telephone: +44 (0)20 7246 6410 -Fax: +44 (0)20 7246 6411 Email: iash@iasb.org Web: www.iasb.org
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~is consistent with the request made by European leaders and finance ministers; it is
important that these amendments are permitted for use rapidly and without

modification.”

For more information about the IASB’s response to the credit crisis, sec the Website at

ht_tp://www.iasb.org/crcdit+crisié.htm.

Reclassification of Financial Assets (Amendments to IAS 39 Financial Instruments:
Recognition and Measurement and IFRS 7 Financial Instruments: Disclosures) is available -
for eIFRS subscribers from today. Those wishing to subscribe to €IFRSs should visit the

online shop or contact:

IASC Foundation Publications Department,

30 Cannon Street, London EC4M 6XH, United Kingdom.
Tel: +44 (0)20 7332 2730 Fax +44 (0)20 7332 2749
Email: nubllcatlons@lasb org Web: www.iasb.org

Printed copies (ISBN 978-1-905590-78-0) will be available shortly, at £10.00 plus shipping,
from the IASC Foundation Publications Department.

END

Press enquiries

Mark Byatt , Director of Corporate Clommunications, IASB
Telephone: +44 (0)20 7246 6472 Email: mbyatt@jiasb.org

Technical enquiries

Gavin Francis, Director of Capital Markets, IASB
Telephone: +44 (0)20 7246 6901 Email: gfrancis@iasb.org

About the IASB

~ The IASB was estabhshed in 2001 and is the standard-setting body of the International

Accounting Standards Committee (FASC) Foundation, an independent private sector, not-for
profit organisation. The IASB is committed to developing, in the public interest, a single set
of high quality, global accounting standards that provide high quality transparent and
comparable information in general purpose financial statements. In pursuit of this objective
the IASB conducts extensive public consultations and seeks the co-operation of international
and national bodies around the world. Its 14 members (12 of whom are full-time) are drawn
from nine countries and have a variety of professional backgrounds. They are appointed by
and accountable to the Trustees of the IASC Foundation, who are required to select the best
available combination of technical expertise and diversity of international business and
market experience.

page 2



Appendix A

The following table illustrates how reclassification will be dealt with following this

announcement by IFRSs when compared with US GAAP.

US GAAP

TAS 39 Amendmenis

Reclassification of
securities out of the trading
category in rare
circumstances

Permitted

Permitted

Reclassification to loan
category {cost basis) if
intention and ability to hold.
for the foresecable future
(loans) or until maturity
(debt securities)

Permitted

Permitted

Reclassification if fair value
option previously elected -

Not permitfcd

Not permitted

page 3
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Redassification of Financial Assets (Amendments to IAS 39 Financial Instruments:

Recognition and Measurement and IFRS 7 Financial Instruments: Disclosures) 1s issued
by the International Accounting Standards Board {IASB), 30 Cannon Street,
London EC4M 6XH, United Kingdom.

Tel: +44 (0)20 7246 6410
Fax: +44 (0)20 7246 6411
Email: iasb@iasb.org
‘Web: www.iasb.org

The IASB, the International Accounting Standards Committee Foundation
(IASCF), the authors and the publishers do not accept responsibility for loss
caused to any person who acts or refrains from acting in reliance on the material
in this publication, whether such loss is caused by negligence or otherwise. -

ISBN: 978-1-905590-78-0
Copyright © 2008 IASCF®

International Financial Reporting Standards (including International
Accounting Standards and SIC and IFRIC Interpretations), Exposure Drafts, and

other IASB publications are copyright of the IASCF. The approved text of

International Financial Reporting Standards and other IASB publications is that

" published by the IASB in the English language. Copies may be obtained from the
_ IASCF. Please address publications and copyright matters to:

IASC Foundation Publications Department,
1st Floor, 30 Cannen Street, London EC4M 6XH, United Kingdom.

- Tel: +44 {0}20 7332 2730 Fax: +44 (0)20 7332 2749

Email: publications@iasb.org Web: www.iasb.org

All rights reserved. No part of this publication may be translated, reprinted or
reproduced or utilised in any form either in whole or in part or by any electronic,
mechanical or other means, now known or hereafter invented, including
photocopying and recording, or in any information storage and retrieval system,
without prior permission in writing from the IASCF.

&

International
Accounting Standards
Board*
The IASB logof Hexagon Device’, ‘eIFRS’, ‘IAS’, ‘IASB’, ‘IASC’, ‘IASCF', ‘TASs’, ‘TFRIC’,
IFRS’, “IFRSs’, ‘International Accounting Standards’, ‘International Financial
Reporting Standards' and 'SIC’ are Frade Marks of the IASCF.
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AMENDMENTS TO IAS 39 AND IFRS 7—-OCTOBER 2008

Reclassification of Financial Assets

(Amendments to IAS 39 Financial Instruments:
Recognition and Measurement and IFRS 7 Financial
Instruments: Disclosures) :

Amendments to IAS 39

| In the Introduction, a heading and paragraph IN8A are added. : —l
Introduction

Reclassifications
IN8A  Anamendment to the Standard, issued in October 2008, permits an entity

to reclassify non-derivative financial assets (other than those designated

at fair value through profit or loss by the entity upon initial recognition)

out of the fair value through profit or loss category in particular

circumstances. The amendment also permits an entity to transfer from

the available-for-sale category to the loans and receivables category a

financial asset that would have met the definition of loans and

receivables (if the financial asset had not been designated as available for

sale), if the entity has the intention and ability to hold that financial asset
for the féreseeable future. '

Paragraph 50 is amended (new text is underlined and deleted text is struck
through) and paragraphs 50B-50F and 103G are added.

Measurement
Reclassifications
50 An entity;

(a) shall not neclaési.fy a derivative Snancial instrument inte-or out of
the fair value through profit or loss category while it is held or
issued:;

© Copyright IASCF 4



50B

50C

50D

S0E

S50F

'

RECLASSIFICATION OF FINANCIAL ASSETS

i it i ne: erm (n i i
financial asset may have been acquired or incurred principally for
1 £ selli hasi it in_t} )

A financial asset to which paragraph 50(c) applies (except a financial asset
of the type described in paragraph 50D) may be reclassified out of the fair
value through profit or loss category only in rare circumstances,

If an entity reclassifies a financial asset out of the fair value through
profit or loss category in accordance with paragraph 50B, the financial
asset shall be reclassified at its fair value on the date of reclassification.
Any gain or loss already recognised in profit or loss shall not be reversed.
The fair value of the financial asset on the date of reclassification
becomes its new cost or amortised cost, as applicable.

A financial asset to which paragraph 50{c) applies that would have met
the definition of loans and receivables (if the financial asset had not been

required to be classified as held for trading at initial recognition) may be
reclassified out of the fair value through profit or loss category if the
entity has the intention and ability to hold the financial asset for the
foreseeable future or until maturity.

A financial asset classified as available for sale that would have met the
definition of loans and receivables (if it had not been designated as
available for sale) may be reclassified out of the available-for-sale category

to the loans and receivables category if the entity has the intention and

ability to hold the financial asset for the foreseeable future or until

maturity.

If an entity reclassifies a financial asset out of the fair value through
profit or loss category in accordance with paragraph 50D or out of the
available-for-sale category in accordance with paragraph SOE, it shall
reclassify the financial asset at its fair value on the date of
reclassification. For a financial asset reclassified in accordance with
paragraph 50D, any gain or loss already recognised in profit or loss shall
not be reversed. The fair value of the financial asset on the date of
reclassification becomes its new cost or amortised cost, as applicable.
For a financial asset reclassified out of the available-for-sale category in
accordance with paragraph 50E; any previous gain or loss on that asset

5 @ Gopyright IASCF
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AMENDMENTS TC IAS 39 AND IFRS 7—OCTOBER 2008

that has been recognised in other comprehensive income in accordance
with paragraph 55(b) shall be accounted for in accordance with
paragraph 54. '

Effective date and transition

103G Reclassification of Financial Assets (Amendinents to IAS 39 and IFRS 7), issued

in October 2008, amended paragraphs 50 and AG8, and added paragraphs
50B-50F. An entity shall apply those amendments from 1 July 2008.
An entity shall not reclassify a financial asset in accordance with
paragraph 50B, 50D or 50E before 1 July 2008. Any reclassification of a
financial asset made in periods beginning on or after 1 November 2008
shall take effect only from the date when the reclassification is made.
Any reclassification of a financial asset in accordance with paragraph
50B, 50D or 50E shall not be applied retrospectively to reporting periods
ended before the effective date set out in this paragraph.

In Appendix A Application guidance, paragraph AGS is amended (new text is
underlined).

AGS

Etfective interest rate

If an entity revises its estimates of payments or receipts, the entity shall
adjust the carrying amount of the financial asset or financial liability |
{or group of inancial instruments) to reflect actual and revised estimated
cash flows. The entity recalculates the carrying amount by computing
the present value of estimated future cash flows at the financial
instrument’s original effective interest rate. The adjustment is
recognised as income or expense in profit or loss. If a financial asset is
lass] in accordan i raph 508, 5 50E. a i
increased recoverability of those cash receipts. the effect of that increase
hal ised as a j n ] ive § a (0)

the date of the change in estimate rather than as an' adjustment to the

a a a a hange in estima

© Copyright IASCF 8



RECLASSIFICATION OF FINANCIAL ASSETS

Amendments to IFRS 7

Paragraph 12 is amended {new text is underlined and deleted text is struck
through) and paragraphs 12A and 44E are added.

Significance of financial instruments for financial position
and performance

12

12A

Statement of financial position

Reclassification

If the entity has reclassified a financial asset (in accordance with
paragraphs 51-54 of IAS 39) as one measured:

(a) atcostor amortised cost, rather than fair value; or
(b) atfair value, rather than at cost or amortised cost,

it shall disclose the amount reclassified into and out cf each category and

the reason for that reclassification {see-paragraphs-51-54-6£1AS-29).

- If the entity has reclassified a financial asset out of the fair value through

profit or loss category in accordance with paragraph S0B or 50D of IAS 39
or out of the available-for-sale category in accordance with paragraph 50E
of IAS 39, it shall disclose:

(a) the amountreclassified into and out of each category;

(b} for each reporting period until derecognition, the carrying
amounts and fair values of all financial assets that have been
reclassified in the current and previous reporting periods;

() if a financial asset was reclassified in accordance with paragraph
SOB, the rare situation, and the facts and circumstances indicating
that the situation was rare;

(d) for the reporting period when the financial asset was reclassified,

the fair value gain or loss on the financial asset recognised in profit

" or loss or other comprehensive income in that reportmg period
and in the previous reporting period;

(e) for each reporting period following the reclassification (including
the reporting period in which the financial asset was reclassified)
until derecogmtmn of the financial asset, the fair value gain or loss

7 © Copyright IASCF
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AMENDMENTS TC |AS 39 aND IFRS 7—OCTOBER 2008

that would have been recognised in profit or loss or other
comprehensive income if the financial asset had not been
reclassified, and the gain, loss, income and expense recognised in
profit or loss; and ' '

(f) the effective interest rate and estimated amounts of cash flows the
entity expects to recover, as at the date of reclassification of the
financial asset. ‘

Effective date and transition

44E Redlassification of Financial Assets (Amendments to IAS 39 and IFRS 7), issued
in October 2008, amended paragraph 12 and added paragraph 12A.
An entity shall apply those amendments from 1 July 2008.

© Copyright IASCF' 8



RECLASSIFICATION OF FINANCIAL ASSETS

Approval by the Board of Reclassification of Financial
Assets (Amendments to IAS 39 and IFRS 7) issued in
October 2008

Reclassification of Financigl Assets {Amendments to [AS 39 Financial Instruments:
Recognition and Measurement and. IFRS 7 Financial Instruments: Disclosures) was
approved for issue by eleven of the thirteen members of the International
Accounting Standards Board. Messrs Leisenring and Smith dissented. Their
dissenting opinions are set out after the Basis for Conclusions. '

Sir David Tweedie Chairman
Thomas E Jones Vice-Chairman
Mary E Barth

Stephen Cooper

Philippe Danjou

Jan Engstrém

Robert P Garnett

Gilbert Gélard -
James J Leisenring

Warren J McCregor )

John T Smith

Tatsumi Yainada

Wei-Guo Zhang

] . © Copyright IASCF
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AMENDMENTYS 7O IAS 33 anD IFARS 7—OCTOBER 2008

Amendments to the Basis for Conclusions on IAS 39
Financial Instruments: Recognition and Measurement

In the Basis for Conclusions, paragraph BC11E is added and paragraphs
BC104A-BC104E are added. ‘

Background

BC11E In October 2008 the Board received requests to address differences
between the reclassification requirements of IAS 39 and US GAAP
{Statements of Financial Accounting Standards No. 115 Accounting for
Certain Investments in Debt and Bquity Securities (SFAS 115) and No. 65
Accounting for Certain Mottgage Banking Activities (SFAS 65) issued by the
US Financial Accounting Standards Board). In response the Board issued
Reclassification of Financial Assets (Amendments to IAS 39 and IFRS 7) in
October 2008. The amendments to IAS 39 permit non-derivative financial
assets held for trading and availableforsale financial assets to be |
reclassified in particular situations. The rationale for the amendments is
set out in paragraphs BC104A~BC104E.

" Measurement

Reclassification of financial instruments
(paragraphs 50-54)

BC104A As described in paragraph BC11E, in October 2008 the Board received
requests to address differences between the reclassification requirements
Of IAS 39 and US GAAP. SFAS 115 permits a security to be reclassified out
of the trading category in rare situations. SFAS 65 permits a loan to be
reclassified out of the Held for Sale category if the entity has the intention
and ability to hold the loan for the foreseeable future or until maturity.
IAS 39 permitted no reclassifications for financial assets classified as held
for trading. The Board was asked to consider allowing entities applying
IFRSs the same ability to reclassify a financial asset out of the held-for-
trading category as is permitted by SFAS 115 and SFAS 65.

BC104B The Board noted that allowing reclassification, even in limited
circumstances, could allow an entity to manage its reported profit or loss
by avoiding future fair value gains or losses on the reclassified assets.

© Copyright IASCF ' 10



RECLASSIFICATION OF FINANCIAL ASSETS

BC104CThe Board was also informed that, in practice under US GAAP,
reclassification out of the trading category of SFAS 115 is extremely rare.
However, the Board noted that the possibility of reclassification of
securities and loans under US GAAP is available and that entities applying
IFRSs do not have that possibility.

BC104DThe Board therefore decided to permit non-derivative financial assets to
be reclassified out of the held-fortrading category in the same
circumstances as are permitted in SFAS 115 and SFAS 65. The Board also
noted that rare circumstances arise from a single event that is unusual
and highly unlikely to recur in the near term. In addition, the Board
decided that a financial asset that would have met the definition of loans
and receivables (if it had not been designated as available for sale) should
be permitted to be transferred from the available-for-sale category to
loans and receivables, if the entity intends to hold the loan or receivable
for the foreseeable future or until maturity. The Board decided that this
substantially aligns the accounting for reclassifications of loans and
receivables with that permitted under US GAAP. -

BC104E The Board normally publishes an exposure draft of any proposed
amendments to standards to invite comments from interested parties.
However, given the requests to address this issue urgently in the light of
market conditions, and after consultation with the Trustees of the IASC
Foundation, the Board decided to proceed directly to issuing the
amendments. In taking this exceptional step the Board noted that the
amendments to IAS 39 relaxed the existing requirements to provide
short-term relief for some entities. The Board also noted that the
amendments were a short-term response to the requests and therefore
the Board decided to restrict the scope of the amendments.

11 © Copyright IASCF
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AMENDMENTS TO |AS 39 AND IFRS 7—QCTOBER 2008

Dissenting opinions

Dissent of James J Leisenring and John T Smith from the
issue in October 2008 of amendments to 1AS 39 and IFRS 7
on the reclassification of financial assets

DO1

DOz

DO3

DO4

Messts Leisenring and Smith dissent from Reclagsification of Financial Assets
(Amendments to IAS 39 and IFRS 7). The amendments to IAS 39 are asserted
to level the playing field with US GAAP. It accomplishes that with respect
to the reclassification of financial instruments to the held-to-maturity
category of loans and receivables from other classifications. However, once
reclassified, the measurement of impairment and when that measurement
is required are quite different and a level playing field in accounting for
these instruments is not achieved. Messrs Leisenring and Smith would
have been willing to support the alternative approach considered by the
Board that would have closely aligned the impairment requirements of US
GAAP with IFRSs.

As described in paragraph BC11E, in October 2008 the Board received
requests to address differences between the reclassification requirements
of IAS 39 and US GAAP. SFAS 115 permits a security to be reclassified out
of the trading category in rare situations. SFAS 65 permits a loan to be
reclassified out of the Held for Sale category if the entity has the intention
to hold the loan for the foreseeable future or until maturity. IAS 39
permitted no reclassifications for financial assets classified as held for
trading. The Board was asked to consider allowing entities applying IFRSs
the same ability to reclassify a financial asset out of the held-fortrading
category as is permitted by SFAS 115 and SFAS 65.

Messts Leisenring and Smith both believe that the cuzrent requirements
in IFRSs for reclassification are superior to US GAAP and that the
accounting for impairments in US GAAP is superior to the requirements
of IAS 39, ' :

Furthermore, Messrs Leisenring and Smith do not believe that
amendments to standards should be made without any due process.
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Amendments to the Basis for Conclusions on IFRS 7
Financial Instruments: Disclosures

In the Basis for Conclusions, the heading above paragraph BC23 is amended
(new text is underlined} and paragraph BC23A is added.

Disclosures about the significance of financial instruments
for financial position and performance
(paragraphs 7-30, B4 and B5)

Balance sheet disclosures (paragraphs 8-19 and B4)

Reclassification {paragraphs 12 and 12A)

BC23A In October 2008 the Board amended IAS 39 to permit reclassification of
particular financial assets in some circumstances. The Board decided to
require additional disclosures about the situations in which any such
reclassification is made, and the effects on the financial statements,
The Board regards such information as useful because the
reclassification of a financial asset can have a significant effect on the
financial statements. :

13 @ Copyright IASCF
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