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APPENDIX

Question 1 — Disclosures relating to the significance of financial instruments to financial
position and performance

The draft IFRS incorporates disclosures at present contained in IAS 32 Financial Instruments:
Disclosure and Presentation so that al disclosures about financia instruments are located in
one Standard. It also proposes to add the following disclosure requirements.

a) financid assats and financid lidbilities by clasdfication (see paragrgphs 10 and

BC13).

b) information about any allowance account (see paragraphs 17 and BC14).

C) income statement amounts by classification (see paragraphs 21(a), BC15 and BC16).

d) feeincome and expense (see paragraphs 21(d) and BC17).

Are these proposas appropriate? If not, why not? What aternative disclosures would you
propose?

Answer:

(& Thispresentationislogicad and revant

(b) This disclosure is judified. However, it involves a digortion of disclosure between
entities which will choose to use an dlowance account (with an am of best follow-up)
and those which will choose to write-off directly the carrying amount of the financid
asset

(c) Thisdisclosureis congstent with those required for the balance sheet.

Question 2 — Disclosure of the fair value of collateral and other credit enhancements

For an entity’s exposure to credit risk, the draft IFRS proposes to require disclosure of the fair
vaue of collaerd pledged as security and other credit enhancements unless impracticable
(see paragraphs 39, 40, BC27 and BC28).

Is this proposal appropriate? If not, why not? What, if any, dternative disclosures would you
propose to meet the stated objective?

Answer:

As the Board emphasises it in the BC 28, in many circumstances, the information about the
far vdue of collaerd pledged is not avalable Quditative information about credit policy
and credit risk management seems to us sufficient in order to meet the objective.

For banks, the notion of the past due is not redevant because, in many cases, the firgt incident
of payment is often due to a technica problem and is thus not representative of a credit risk.
Consequently, this information would be mideading to the users of the financid datements.

Question 3 —Disclosure of a sengitivity analysis



For an entity that has an exposure to market risk arisng from financid instruments, the draft
IFRS proposes to require disclosure of a sengtivity andyss (see paragraphs 43, 44 and BC36-
BC39).

Isthe proposed disclosure of a sengtivity analyss practicable for al entities?
If not, why not and what, if any, dternative disclosures of market risk would you propose to
meet the stated objective of enabling usersto evauate the nature and extent of market risk?

Answer:

The sengtivity andyss is rdevant. The posshility of providing an andyss on one or more
vaiablesis saidying.

In other respects, we consder it as an opportunity that disclosures about the effective rate on
financia assets and liahilities be no longer required.

Question 4 — Capital disclosures

The draft IFRS proposes disclosure of information that enables users of an entity’s financid
datements to evduate the nature and extent of its cepitd. This includes a proposed
requirement to disclose quditative information about the entity’s objectives, policies and
processes for managing capitd; quantitative data about what the entity regards as capitd;
whether during the period it complied with any capitd targets st by management and any
externaly imposed capita requirements; and if it has not complied, the consequences of such
non-compliance (see paragraphs 46-48 and BC45-BC54).

Is this proposa appropriate? If not, why not? Should it be limited to only externdly imposed
capita requirements? What, if any, dternative disclosures would you propose?

Answer:

Some of the required information is drategic (capitd management, interndly targets) and
ghdl not be located in the notes of the financid Statements. Moreover, in the Rillar 111 of the
New Cgpitd Accord of Basd Committee, much information is dready required.
Consequently, some disclosures required by the Board are redundant.

Quantitative data about what is regarded as capitd is generdly aready provided in the notes
of thefinancia Satements.

The banking industry is subject to externdly imposed cepitd requirements, which are
andysed by the supervisor. Consequently, disclosures about these requirements do not seem
appropriate to us.

Question 5 — Effective date and transition

The proposed effective date is for periods beginning on or after 1 January 2007 with earlier
adoption encouraged (see paragraphs 49 and BC62-BC67).

Entities adopting IFRSs and the draft IFRS for the firg time before 1 January 2006 would be
exempt from providing comparative disclosures for the draft IFRS in the first year of adoption

(see Appendix B, paragraph B9).



Are the proposed effective date and trandtion requirements appropriate? If not, why not?
What aternative would you propose?

Answer:
We agree with the proposed effective date and trangtion requirements.
Question 6 — Location of disclosures of risksarising from financial instruments

The disclosure of risks arigng from financid instruments proposed by the draft IFRS would
be pat of the financid datements prepared in accordance with International Financid
Reporting Standards (see paragraph BC41). Some believe that disclosures about risks should
not be part of financial statements prepared in accordance with IFRSs, rather they should be
part of the information provided by management outside the financia statements.

Do you agree that the disclosures proposed by the draft IFRS should be part of the financid
statements? If not, why not?

Answer:

We are opposed to locating disclosures of risks arigng from financid ingruments in the
finencid daements They shdl be located in the management report, because they are redly
management data and not accounting data. Moreover, the location of these disclosures in the
financid daements would involve the use of very drict audit standards, which is not
competible with the proper nature of management information.

Question 7 — Consequential amendmentsto IFRS 4 (paragraph B10 of Appendix B)

Paragraph B10 of Appendix B proposes amendments to the risk disclosures in IFRS 4
Insurance Contracts to make them consgtent with the requirements proposed in the draft
IFRS. The requirements in IFRS 4 were based on disclosure requirements in IAS 32 that
would be amended by the draft IFRS. The Board's reasons for proposing these amendments
are set out in paragraphs BC57-BC61.

Do you agree that the risk disclosures in IFRS 4 should be amended to make them consstent
with the reguirements proposed in the draft IFRS? If not, why not and what amendments
would you make pending the outcome of phase Il of the Board' s Insurance project?

Answer:

We agree with the necesdty to amend the risk disclosures in IFRS 4 in order to make them

more consstent with the requirements of the draft IFRS. However, we consder that it will be
preferable to propose those amendments within the phase 11 of the Insurance Project.

Question 8 — Implementation Guidance



The draft Implementation Guidance accompanying the draft IFRS suggests possble ways to
goply the risk disclosure requirements in paragraphs 32-45 (see paragraphs BC19, BC20 and
BC42-BC44).

Is the Implementation Guidance sufficient? If not, wha additiond guidance would you
propose?

Answer:

The Implementation Guidance is sufficient.

Question 9 — Differences from the Exposure Draft of Proposed Statement of Financial
Accounting Standards Fair Value Measurements published by the US Financial
Accounting Standards Board (FASB).

The FASB's Proposed Statement of Financid Accounting Standards Fair  Value
Measurements, which is open for public comment a the same time as this Exposure Dreéft,
proposes guidance on how to measure far vaue tha would apply broadly to financid and
non-financid assets and liabilities that are measured at fair value in accordance with other
FASB pronouncements. That Exposure Draft proposes disclosure of information about the use
of far vaue in measuring assats and lidbilities asfollows:

(@ For assts and liahilities that are remeasured a far value on a recurring (or
ongoing) bass during the period (for example, trading securities)

(i) the fair vdue amounts at the end of the period, in total and as a percentage of tota
assets and ligbilities,

(i) how those fair vdue amounts were determined (whether based on quoted prices in
active markets or on the results of other vauation techniques, indicating the extent
to which market inputs were used), and

(i) the effect of the remeasurements on earnings for the period (unredlised gains or
losses) relating to those assets and liabilities still held at the reporting date.

(b) For assets and liabilities that are remeasured at far vaue on a non-recurring (or
periodic) basis during the period (for example, impaired assets), a description of

(i) the reason for remeasurements,

(ii) the fair vdue amounts,

(iii) how those far vaue amounts were determined (whether based on quoted prices in
active markets or on the results of other vauation techniques, indicating the extent
to which market inputs were used), and

(iv) the effect of the remeasurements on earnings for the period relating to those assets
and lidbilities Hill held at the reporting date.

Disclosures smilar to (g)(ii) above are proposed in paragraph 31 of the draft IFRS
(and are currently required by paragraph 92 of 1AS 32) and disclosures smilar to

(&)(iii) are proposed in paragraph 21(a).

Do you agree that the lequirements in the draft IFRS provide adequate disclosure of fair vaue
compared with those proposed in the FASB's Exposure Draft? If not, why not, and what
changes to the draft IFRS would you propose?

Answer:



We agree with the fact that fair vaue disclosures as proposed in ED7 are adequate compared
to those in the FASB'’ s exposure draft.
Question 10 — Other comments

Do you have any other comments on the drait IFRS, Implementation Guidance and
[llugtrative Examples?

Answer:
This ED requires too much information, which is susceptible of misunderstanding. The Board

would have to determine only some generd axles of information and not a checklist of
disclosures.



