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Dear Sandra

Exposure Draft of Proposed Amendmentsto |AS 39 — Cash Flow Hedge Accounting
of Forecast Intragroup Transactions

JP. Morgan Chae & Co gppreciates the opportunity to comment on the Internationa
Accounting Standards Board's (“IASB” or the “Board’) Exposure Draft of Proposed
Amendments to IAS 390 Cash FHow Hedge Accounting of Forecast Intragroup
Transactions (the “ Exposure Draft”).

We support the proposds in the Exposure Draft and have st out the reasons for our
viewsin more detall by addressing the specific questions raised.

Question 1
Do you agree with the proposalsin this Exposure Draft? If not, why not? What
changes do you propose and why?

We agree with the proposas in the Exposure Draft snce they represent a pragmatic
solution to an isue faced by many consolidated groups. Many consolidated groups
manage foregn exchange (“FX”) exposure on a consolidaed bass.  This is because
invesors expect tha dl risks induding FX, ae agopropriatedy managed.  Investors
generdly asess ther invesment in the group's presentationd currency, being the
currency in which peformance is reported and dividends ae pad. A group's



presentationa currency will often reflect the locd currency of the jurisdiction in which it
is liged and/or in which a ggnificant number of its shareholdersresde.

Groups tha manage FX on a consolidated bass will view dl forecasted transactions as
creating economic exposure if the currency of the transaction is different to the group's
presentationa currency. I the group follows its policy and hedges this FX exposure, the
derivative used to hedge the forecasted transaction may not meet the hedge accounting
requirements of IAS 39 and the derivaive will crege volaility in its consolidaed
accounts. This will occur if the currency of the forecasted transaction is the same as the
functiond currency of the entity entering into the transaction. If it does not hedge the
exposure, it is not managing wha it views as economic risk. The proposds in the
exposure draft will dlow the group to dign its rik management policy with the
gppropriate hedge accounting trestment.

Although the title of the Exposure Draft refers to “intragroup transactions’, we note that
the proposas do not require that an internd forecasted transaction exigs.  For ingance if
the proposals of the Exposure Draft were implemented, a consolidated group would be
able to hedge the forecasted sday expenses of a foreign subsdiary, where those sdaries
ae pad in the subsdiay’s functiond currency which is different from the group’'s
presentationd currency. This would be the case whether the sdaries were funded by
another entity (i.e. an intragroup forecasted expense) or funded by the subddiary itsHf.
This result gppears broader than the title suggests, but as discussed above we support the
broader gpplication because we condder that such forecasted foreign currency dary
payments would cregie an economic exposure to a consolidated group irrespective of
whether there isarelated internd transaction to another group entity.

Question 2

Do the proposals contained in Exposure Draft appropriately address the concerns set
out in paragraph 3 of the Background on the Exposure Draft? If not, why not, and
how would you address these concerns?

We condder that the proposds in the Exposure Draft do address the concerns raised in
paragraphs 3(@ and 3(b). As indicated above, the proposds in the Exposure Draft are
likdy to have wider gpplication than the spedfic gdtuations raised (e intra-group
transactions) but based on our view that consolidated groups do have economic exposure
to currencies and transactions outdde their presentational currency, we are supportive of

the scape of these proposdls.

We acknowledge that the proposds in the Exposure Draft create a divergence with US
GAAP, however given our support of the undelying rationde for the proposas we
support divergence in thisingtance.

Question 3
Do you have any other comments on the proposals?

We have no other comments on the proposds.
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We agppreciae the opportunity to submit our views and would be pleased to discuss our

comments with you a your convenience. If you have any quedions, please contact me
on +1 212.270.7559.

Sncerdy,

7@4 S Y.

Joseph Sclafani, EVPCC
JP. Morgan Chase



