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Straight away

IFRS bulletin from PricewaterhouseCoopers

IASB enhances disclosures relating to transferred financial assets

What is the issue?

The IASB has issued an amendment to IFRS 7, ‘Financial instruments: Disclosures’, to require additional disclosures in
respect of risk exposures arising from transferred financial assets. The amendments are derived from the April 2009
exposure draft ‘Derecognition’. They are intended to address concerns raised during the financial crisis by the G20,
among others, that financial statements did not allow users to understand the ongoing risks the entity faced due to
derecognised receivables and other financial assets. In addition to enhancing disclosures, the exposure draft proposed
changes to the accounting for transferred financial assets. However, many commentators were not supportive of the
proposed accounting changes. This element of the exposure draft is being deferred until after June 2011 as part of the
IASB and FASB's revised strategy and work plan for projects included in the Memorandum of Understanding.

The amendment includes a requirement to disclose by class of asset the nature, carrying amount and a description of
the risks and rewards of financial assets that have been transferred to another party yet remain on the entity's balance
sheet. Disclosures are also required to enable a user to understand the amount of any associated liabilities, and the
relationship between the financial assets and associated liabilities.

Where financial assets have been derecognised but the entity is still exposed to certain risks and rewards associated

with the transferred asset, additional disclosure is required to enable the effects of those risks to be understood. These

disclosures include:

¢ the carrying amount and fair value of recognised assets or liabilities that give rise to the ongoing involvement in the
transferred asset;

¢ information showing the maximum exposure to loss; and

e the timing and amount of potential and contractual cash outflows that may be necessary as a result of the ongoing
involvement.

These disclosures should be presented by type of ongoing involvement. For example, the retained exposure could be
presented by type of financial instrument (for example, guarantees, call options or put options), or by type of transfer (for
example, factoring of receivables, securitisations or securities lending).

The gain or loss on the transferred assets and on any retained interest in those assets should also be disclosed.
Additional disclosures are required where the total amount of proceeds from transfer activity that qualifies for
derecognition is not evenly distributed throughout the reporting period.

Am | affected?

The amendment may require additional disclosures for those entities that sell, factor, securitise, lend or otherwise
transfer financial assets to other parties. The amendment will be effective for annual periods beginning on or after 1 July
2011, with earlier application permitted. These disclosures are not required for any period presented that begins before
the date of initial application of the amendments.
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What do | need to do?

Management should consider the extent of any ongoing interest in transferred financial assets, and whether it needs to
implement additional processes to be able to compile the information needed to comply with the additional disclosure
requirements.

If you have questions about this issue, please contact your PwC engagement partner. Engagement teams that have
guestions should contact their Global Accounting Consulting Services Contact.

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act
upon the information contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is
given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted by law,
PricewaterhouseCoopers does not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or
refraining to act, in reliance on the information contained in this publication or for any decision based on it.

© 2010 PricewaterhouseCoopers. All rights reserved. "PricewaterhouseCoopers" and "PwC" refer to the network of member firms of
PricewaterhouseCoopers International Limited (PwCIL). Each member firm is a separate legal entity and does not act as agent of PwCIL or any other
member firm. PwCIL does not provide any services to clients. PwCIL is not responsible or liable for the acts or omissions of any of its member firms
nor can it control the exercise of their professional judgment or bind them in any way. No member firm is responsible or liable for the acts or omissions
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of any other member firm nor can it control the exercise of another member firm's professional judgment or bind another member firm or PwCIL in any
way.
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