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Memo

Ta Internationa Accounting Standards Board
Fam Accounting Standards Board — Canada, Staff
Date September 24, 2004

Re Financial Guar antee Contracts and Credit Insurance

The following comprises the response of Accounting Standards Board — Canada staff (AcSB
daff) to the IASB’s Exposure Draft on Financid Guarantee Contracts and Credit Insurance
(proposed amendmentsto IAS 39 Financid Ingruments: Recognition and Measurement and
IFRS 4 Insurance Contracts), dated July, 2004.

RESPONSES TO QUESTIONSIN INVITATION TO COMMENT
Form of contract

We agree that the legdl form of contracts such asfinancid guarantees, letters of credit, credit
default contracts or insurance contracts should not affect their accounting treetment.

Scope

We agree that dl financiad guarantee contracts, as defined, should be within the scope of 1AS 39.
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Subsequent measur ement

We agree that to subsequently measure financid guarantee contracts, other than those that were
entered into or retained on transferring financid assets or finandid liabilities within the scope of
IAS 39 to another party, at the higher of:

(@ the amount recognised in accordance with IAS 37, Provisions, Contingent Ligbilitiesand
Contingent Assets, and

(b) the amount initialy recognised (i.e, fair vaue) less, when gopropriate, cumulative
amortisation recognised in accordance with IAS 18, Revenue,

is gopropriate in the context of existing IFRS.
Effective date and trangtion

We agree that the proposd's should gpply to periods beginning on or after 1 January 2006, with
earlier adoption encouraged and that the proposals should be gpplied retrospectively.

Other comments

We suggest thet it be darified that the result of proposed IAS 39, paragrgph 4(b), isthat only
those loan commitments that can result only inissue of aloan or expiry of the commitment
unused fal outside the scope of IAS 39. This darification has proved useful in the Canadian re-
exposure draft of an equivdent to IAS 39.

We would be pleased to daborate on these pointsin more detall if you require. If so, please
contact Peter Martin, Director Accounting Standards at +1 416 204-3276 (e-mall
peter.martin@cica.ca), or lan Hague, Principa Accounting Standards at +1 416 204-3270 (e-

mal ian.hague@cica.ca).




