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Dear Sam 
 

IASB/RFI/2026/1 Post-implementation Review of IFRS 9 and IFRS 7—Hedge Accounting 
Requirements 
 

Thank you for the opportunity to comment on the Request for Information IASB/RFI/2026/1 Post-
implementation Review of IFRS 9 and IFRS 7—Hedge Accounting Requirements (the RFI).  

The RFI has been exposed for comment in New Zealand, and some constituents may submit their 
comments directly to you. Our comments have been informed by outreach activities and consultation 
with preparers, users, assurance practitioners and other stakeholders and cover a range of industries 
and sectors. 

We support the IASB undertaking this review, as hedge accounting is an important area of financial 
reporting for entities that use derivatives and other financial instruments to manage exposures to 
interest rate, foreign currency, commodity price and other market risks. In our view, the post-
implementation review provides a timely opportunity to assess whether the hedge accounting 
requirements in IFRS 9 Financial Instruments and disclosure requirements in IFRS 7 Financial 
Instruments: Disclosures have improved the alignment between an entity’s financial reporting and its 
risk management activities. 

Overall, New Zealand stakeholders consider that the IFRS 9 hedge accounting model is working 
broadly as intended and represents a significant improvement over IAS 39 Financial Instruments: 
Recognition and Measurement. The principles-based effectiveness requirements, broader eligibility of 
risk components, rebalancing and costs-of-hedging approach have improved the alignment between 
accounting and risk management. 

However,  we have identified some areas where targeted clarification or further standard-setting 
refinements could improve consistent application, reduce unnecessary cost and complexity, and 
enhance the usefulness of information provided to users of financial statements. 
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Our key messages are as follows: 

• Retain the core IFRS 9 hedge accounting model – Stakeholders view IFRS 9 as a significant 
improvement over IAS 39 and consider it broadly successful in aligning accounting with risk 
management. The IASB should retain the core model and focus on targeted improvements 
where there is evidence of significant application issues or disproportionate costs. 

• Address disproportionate application costs – Although IFRS 9 has reduced some of the 
burdens associated with IAS 39, hedge accounting remains complex and resource-intensive. 
These costs can be disproportionate for entities that undertake identifiable and relatively 
straightforward hedging relationships. The IASB should review whether requirements such as 
the highly probable criterion and specificity of forecast transactions strike the right balance 
between faithful representation and operational practicality. 

• Improve consistent application of significant judgements – The principles-based approach 
should be retained, but stakeholders report uncertainty about the evidence needed to support 
judgements on effectiveness, risk components, hedge ratios, credit-risk dominance and 
rebalancing. Targeted guidance and illustrative examples could improve consistency without 
adding prescriptive requirements. 

• Refocus IFRS 7 disclosures on exposure, hedge coverage, accounting effects and residual 
risk – Hedge accounting disclosures can be lengthy, repetitive and difficult to navigate. The IASB 
should focus on clearly communicating the risk being managed, hedge coverage, accounting 
effects and residual exposure, while reducing duplication and compliance-driven information. 

• Distinguish model limitations from implementation challenges – Many concerns relate to 
applying the requirements rather than deficiencies in the underlying model. The IASB should 
distinguish between genuine model limitations, issues that can be addressed through guidance 
or examples, and decisions not to apply hedge accounting because of an entity’s own cost-
benefit considerations. This will help ensure future action is proportionate and focused on 
model deficiencies, implementation support for application uncertainty. 

We appreciate the IASB’s commitment to ongoing improvement of IFRS Accounting Standards and 
thank you for the opportunity to contribute to this PIR. Our recommendations and responses to the 
specific questions for respondents are provided in the Appendix to this letter.  

If you have any queries or require clarification of any matters in this letter, please contact 
accounting@xrb.govt.nz.  

Yours sincerely 

 
 
Dr Carolyn Cordery 
Chair – New Zealand Accounting Standards Board 
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Appendix 

Question 1 — Overall assessment of the hedge accounting requirements in IFRS 9  

The IASB wants to understand whether, in your view:  

(a) the hedge accounting requirements in IFRS 9 meet their objective. If not, please explain why not.  

(b) the overall initial and ongoing costs of applying the requirements in IFRS 9, and auditing and 
enforcing their application, are largely as the IASB expected. If your view is that the overall costs are 
significantly greater than expected, please explain why, how you would propose the IASB reduce 
these costs and how your proposals would affect the benefits of the requirements.  

(c) the overall benefits to users of the information resulting from entities applying the hedge 
accounting requirements in IFRS 9 are largely as the IASB expected. If your view is that the overall 
benefits are significantly lower than expected, please explain why and what the IASB could do to 
improve the usefulness of that information.  

The expected costs and benefits of the hedge accounting requirements in IFRS 9 are set out in 
paragraphs BCE.174–BCE.238 of the Basis for Conclusions on IFRS 9.  

Respondents may also share their views on the timing and manner of the proposed withdrawal of 
IAS 39. In particular, please consider the transition requirements for applying the hedge accounting 
requirements in IFRS 9 and whether additional requirements would need to be added upon the 
withdrawal of IAS 39.  

Response to Question 1: Overall assessment of the hedge accounting requirements in IFRS 9 

1. Overall, we consider that the IFRS 9 hedge accounting requirements are working broadly as 
intended. They generally meet the objective in paragraph 6.1.1, provide benefits broadly 
consistent with those expected by the IASB, and represent a significant improvement over IAS 39. 
We have not identified evidence supporting a fundamental reconsideration of the model. 
However, costs can be disproportionate for less-resourced entities and for some otherwise 
straightforward hedging relationships, and targeted action is needed in areas where judgement or 
operational complexity is producing inconsistent outcomes. 

2. The benefits are most evident for identifiable hedging relationships involving recurring and 
sufficiently stable exposures, including common cash flow hedges of foreign currency, interest 
rate, commodity, fuel and capital expenditure risks. However, the model does not deliver the 
same benefits in all circumstances. Its application remains judgement-intensive and can be 
operationally burdensome, particularly for less-resourced entities and for entities managing 
variable, portfolio-based or continually changing exposures. 

3. Accordingly, we recommend that the IASB retain the fundamental architecture of the IFRS 9 
hedge accounting model. The evidence available to us does not support a fundamental redesign 
or a return to the bright-line effectiveness thresholds and more rules-based approach in IAS 39. 
Instead, the IASB should take targeted action where the PIR identifies a material model limitation, 
a pervasive and consequential application problem, or costs that are disproportionate to the 
resulting information benefit. 
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(a) Whether the IFRS 9 requirements meet their objective 

4. In our view, the requirements generally meet the objective in IFRS 9 paragraph 6.1.1 of 
representing in the financial statements the effects of an entity’s risk management activities that 
use financial instruments to manage exposures arising from particular risks. Stakeholders 
consider that IFRS 9 provides a more faithful depiction of those activities than IAS 39. 

5. Stakeholders particularly support the: 

• removal of the retrospective 80–125 per cent effectiveness threshold;  

• principles-based hedge effectiveness criteria in IFRS 9 paragraph 6.4.1(c), which require an 
economic relationship, require credit risk not to dominate the resulting value changes, and 
require the hedge ratio to reflect the quantities actually used for risk management;  

• broader eligibility of risk components and other hedged items under paragraphs 6.3.1–6.3.7 
and the related application guidance in paragraphs B6.3.1–B6.3.25;  

• rebalancing done under paragraph 6.5.5 and paragraphs B6.5.7–B6.5.21 when the risk 
management objective remains unchanged;  

• costs-of-hedging approach in paragraphs 6.5.15–6.5.16 and B6.5.29–B6.5.39; and  

• reduction in forced discontinuation of economically valid hedging relationships through the 
discontinuation requirements in paragraph 6.5.6 and related application guidance. 

6. These features have reduced accounting-driven outcomes that arose under IAS 39 and have 
enabled entities to reflect more faithfully the economic effects of their hedging activities. In 
particular, they focus the accounting assessment on whether the designated relationship reflects 
how the entity manages risk, rather than whether the relationship satisfies a mechanical 
effectiveness threshold.  

7. However, stakeholders continue to identify uncertainty in applying the hedge effectiveness 
criteria in paragraph 6.4.1(c), particularly the evidence needed to demonstrate an economic 
relationship, when a qualitative assessment is sufficient, when credit risk dominates the resulting 
value changes and how to determine an appropriate hedge ratio. While the application guidance 
in paragraphs B6.4.4–B6.4.16 provides some guidance on these matters, further illustrative 
examples would help preparers, auditors and regulators develop a more consistent 
understanding of the evidential requirements. 

8. We also note the model is not equally effective in all circumstances. The benefits may be reduced 
where: 

• the volume or timing of a forecast exposure subject to the highly probable criterion in 
paragraph 6.3.3 is inherently variable;  

• exposures are managed on a portfolio or net basis and are not fully accommodated by the 
requirements for groups of items in paragraphs 6.6.1–6.6.6;  

• the composition of an exposure changes continuously and may therefore be more 
appropriately considered through Risk Mitigation Accounting; 
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• an entity’s risk management strategy evolves within the broader purpose of the original 
hedge; 

• a genuine risk management activity cannot satisfy the required specificity or eligibility 
criteria; or 

• an entity undertakes simple or infrequent hedging but does not have the specialist systems 
and resources needed to apply the requirements. 

9. The IASB should distinguish a model limitation, in which a genuine risk management activity 
cannot qualify for hedge accounting, from elective non-application, in which an entity could apply 
hedge accounting but concludes that the reporting benefit does not justify the incremental cost. 
Only the first necessarily indicates that the eligibility or accounting requirements are not working 
as intended. The second may instead indicate a need for proportionate implementation support 
or clearer communication of the model’s benefits. 

10. We recommend that the IASB: 

(a) Retain the core principles-based model, including the eligibility of risk components in 
paragraph 6.3.7, rebalancing under paragraph 6.5.5 and the costs-of-hedging approach in 
paragraphs 6.5.15–6.5.16.  

(b) Investigate potential model limitations affecting variable-volume forecast transactions under 
paragraph 6.3.3, changing exposures, and groups, net positions and aggregated exposures 
under sections 6.3 and 6.6 before deciding whether standard-setting is required.  

(c) Use narrow-scope standard-setting only where the evidence demonstrates substantial 
consequences, pervasiveness and benefits expected to exceed the costs of change. 

(b) Initial and ongoing costs 

11. We consider that IFRS 9 has achieved its objective of replacing rules-based testing with a more 
principles-based approach to hedge accounting. However, the practical consequence has often 
been a shift in effort rather than a reduction in effort. Requirements that previously relied on 
mechanical testing are now supported through professional judgement, documentation and 
evidential analysis. While this has improved the quality of financial reporting and alignment with 
risk management, it has also created ongoing costs that may be disproportionate for some 
entities undertaking relatively straightforward hedging activities. 

12. Ongoing costs include: 

• preparing and maintaining contemporaneous hedge documentation in accordance with 
paragraph 6.4.1(b);  

• obtaining valuations and maintaining systems to track hedged items, hedging instruments, 
designated quantities, hedge ratios and hedge ineffectiveness;  

• monitoring whether forecast transactions continue to satisfy the highly probable criterion in 
paragraph 6.3.3;  

• applying the basis-adjustment requirements in paragraph 6.5.11(d)(i) and tracking the 
adjusted carrying amounts of non-financial assets and liabilities;  
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• applying the costs-of-hedging requirements in paragraphs 6.5.15–6.5.16 and B6.5.29–
B6.5.39;  

• preparing the hedge accounting disclosures required by IFRS 7 paragraphs 21A–24F; and 

• supporting audit and regulatory review of significant judgements. 

13. For entities with material and recurring hedging programmes, these costs may be proportionate 
because hedge accounting reduces accounting mismatches and provides a more faithful 
explanation of the effects of risk management. However, they can be disproportionate for entities 
that have simple but material hedging arrangements and limited specialist resources. The cost-
benefit assessment can also differ substantially between financial institutions and non-financial 
entities, and between entities with sophisticated treasury operations and less complex hedgers.  

14. The IASB should also distinguish between: 

(a) costs arising from the complexity of an entity’s underlying risk management activities; and 

(b) incremental costs imposed by the accounting requirements. 

15. For example, valuation and risk-monitoring costs may arise even if hedge accounting is not 
applied. By contrast, hedge accounting-specific designation, documentation, parallel valuation, 
reserve tracking and disclosure requirements are more clearly incremental. This distinction is 
important when determining whether costs are greater than the IASB expected and whether 
changes to IFRS 9 would reduce those costs without weakening the resulting information.  

16. Particular costs arise from uncertainty about: 

• the evidence needed to demonstrate an economic relationship under paragraph 6.4.1(c)(i) 
and paragraphs B6.4.4–B6.4.6;  

• when a qualitative assessment is sufficient and when quantitative analysis is necessary 
under paragraphs B6.4.4–B6.4.6;  

• when credit risk dominates changes in value under paragraph 6.4.1(c)(ii) and paragraphs 
B6.4.7–B6.4.8;  

• whether the designated hedge ratio meets paragraph 6.4.1(c)(iii) and paragraphs B6.4.9–
B6.4.11;  

• whether forecast transactions satisfy the highly probable criterion in paragraph 6.3.3;  

• the distinction between continuation, rebalancing under paragraph 6.5.5 and 
discontinuation under paragraph 6.5.6;  

• determining aligned and non-aligned components under the costs-of-hedging application 
guidance in paragraphs B6.5.29–B6.5.39; and  

• applying the basis adjustment required by paragraph 6.5.11(d)(i) where inventory, capital 
projects or forecast purchases are not individually tracked. 

17. We note the IASB’s initial outreach similarly identified the highly probable criterion, the costs-of-
hedging approach, rebalancing and basis adjustment as areas involving significant judgement or 
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operational complexity. This corroborates the matters raised through our New Zealand outreach 
and supports targeted investigation through the PIR. 

18. We recommend that the IASB reduce avoidable costs by: 

(a) Developing targeted application guidance and complete illustrative examples covering both 
qualifying and non-qualifying fact patterns, in terms of eligibility for hedge accounting. 

(b) Explaining a connected disclosure sequence and relevant evidence for assessing economic 
relationships, qualitative versus quantitative assessment, credit-risk dominance and hedge 
ratios, without introducing quantitative thresholds. 

(c) Providing a decision framework for continuation, rebalancing and discontinuation, supported 
by examples involving instrument rollover, counterparty replacement, changes in forecast 
volumes or timing, changes in notional amounts and partial termination. 

(d) Investigating whether the highly probable criterion in paragraph 6.3.3 and the required 
specificity of designated forecast transactions produce appropriate outcomes for rolling 
forecasts, variable production, partial hedging and exposures whose occurrence is highly 
probable, but whose precise volume or timing is inherently uncertain. 

(e) Providing scalable examples for less-resourced entities, including simple foreign currency 
cash flow hedges, interest-rate swaps hedging floating-rate debt, qualitative effectiveness 
assessments where critical terms match, proportionate contemporaneous documentation 
and a single material hedge programme. 

(f) Examining practical approaches to applying the basis-adjustment requirement in paragraph 
6.5.11(d)(i), particularly where inventory or other non-financial items are not tracked 
individually. 

19. These actions should reduce uncertainty, documentation effort and repeated preparer-auditor 
discussions without reducing the benefits of the model. We would not support cost reductions 
achieved by weakening the link between hedge accounting and documented risk management or 
by creating a separate recognition and measurement model for smaller entities.  

(c) Benefits to users 

20. The principal benefit to users is a more faithful explanation of how an entity manages risk and 
how its hedging activities affect reported performance, financial position and future cash flows, 
consistent with the objective in IFRS 9 paragraph 6.1.1. For entities with material hedging 
programmes, IFRS 9 can reduce accounting mismatches and help users distinguish among the 
underlying economic exposure, the effect of the hedging instrument and the residual volatility 
after hedging.  

21. The broader eligibility of risk components under paragraph 6.3.7, the ability to rebalance an 
existing relationship under paragraph 6.5.5, and the costs-of-hedging approach in paragraphs 
6.5.15–6.5.16 and B6.5.29–B6.5.39 are particularly important in achieving this benefit. These 
features enable accounting to reflect more faithfully the economic purpose of hedging 
arrangements that might not have qualified, or might have been discontinued, under IAS 39. 
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22. However, user benefits can be reduced when: 

• economically similar relationships produce different accounting outcomes because of 
inconsistent application; 

• a genuine exposure cannot be designated because its volume or timing changes; 

• the accounting effects are dispersed across profit or loss, other comprehensive income, 
hedge-related reserves and, when paragraph 6.5.11(d)(i) applies, the carrying amount of an 
underlying non-financial asset or liability; 

• basis adjustment makes the effects of hedge accounting difficult to follow in subsequent 
periods; or 

• the relationship between the entity’s risk management strategy and the reported accounting 
effects is not clearly explained. 

23. These concerns support targeted clarification and improvements to the disclosure framework 
rather than a fundamental redesign of the hedge accounting model. In particular, the IASB should 
focus on improving consistent application and communication of the model before considering 
broader changes to recognition and measurement. 

Withdrawal of IAS 39 and interaction with Risk Mitigation Accounting 

24. We consider that the continued availability of IAS 39 hedge accounting is an important matter for 
this PIR. IFRS 9 paragraph 7.2.21 permits an entity to continue applying the hedge accounting 
requirements in IAS 39 as its accounting policy, while paragraph 6.1.3 permits continued 
application of the relevant IAS 39 requirements to specified portfolio fair value hedges of interest-
rate risk.  

25. These options can reduce comparability because entities undertaking economically similar risk 
management activities may apply different hedge accounting requirements. However, their 
continued availability also reflects the absence of a completed accounting solution for some 
portfolio risk management activities. 

26. The IASB should not withdraw IAS 39 independently of its work on Risk Mitigation Accounting, and 
should first establish a clear boundary between: 

(a) identifiable closed hedging relationships that should be addressed by IFRS 9; and 

(b) open, dynamically managed portfolios whose composition changes continuously and that 
are more appropriately addressed through Risk Mitigation Accounting. 

27. As part of any future withdrawal of IAS 39, the IASB should: 

(a) provide an appropriately long transition period, particularly for entities with large portfolios of 
existing hedging relationships; 

(b) clarify whether and how existing designations can be carried forward; 

(c) minimise unnecessary discontinuation and redesignation solely because of the change in 
accounting model; 
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(d) address the treatment of portfolio fair value hedges of interest-rate risk; 

(e) explain whether entities may need to apply IFRS 9 and Risk Mitigation Accounting 
concurrently; and 

(f) ensure that the transition does not create avoidable accounting discontinuities. 

28. The RFI acknowledges that the timing and manner of withdrawing IAS 39 depend on the progress 
of the Risk Mitigation Accounting project. We agree with this approach, and IAS 39 should not be 
withdrawn until the IASB has established a clear and operational framework for risk mitigation 
accounting and a coordinated transition pathway for impacted entities. 

 

Question 2 — Overall assessment of the hedge accounting disclosure requirements in IFRS 7  

The IASB wants to understand whether, in your view:  

(a) the hedge accounting disclosure requirements in IFRS 7 meet their objective. If not, please 
explain why not.  

(b) the overall initial and ongoing costs of applying the requirements in IFRS 7, and auditing and 
enforcing their application, are largely as the IASB expected. If your view is that the overall costs are 
significantly greater than expected, or providing the required information requires undue cost or 
effort, please explain:  

(i) why (identifying the specific requirement and cost drivers);  

(ii) how you would propose the IASB reduce these costs; and  

(iii) how your proposals would affect the benefits of the requirements.  

(c) the overall benefits to users of the information resulting from entities applying the hedge 
accounting disclosure requirements in IFRS 7 are largely as the IASB expected. Specifically, please 
explain:  

(i) which of the disclosures provided are most useful and why;  

(ii) whether, in your view, the information provided is sufficient to meet the objective of enabling 
users to understand an entity’s hedging activities; and  

(iii) if the overall benefits of the information are significantly lower than expected, why, and what 
the IASB could do to improve the usefulness of that information.  

The expected costs and benefits of the hedge accounting disclosure requirements in IFRS 7 are set 
out in paragraphs BCE.174–BCE.238 of the Basis for Conclusions on IFRS 9.  

Response to Question 2: Overall assessment of the hedge accounting disclosure requirements in 
IFRS 7 

29. Overall, we consider that the IFRS 7 hedge accounting disclosure requirements are capable of 
meeting the objective in paragraph 21A of enabling users to understand an entity’s risk 
management strategy, how its hedging activities may affect the amount, timing and uncertainty of 
future cash flows, and the effect hedge accounting has had on the financial statements. 
Paragraph 21B supports this objective by requiring the disclosures to be presented in a single 
note or separate section. However, the objective is not achieved consistently in practice. 
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30. Entity-specific information about risk management strategy and the extent of hedge coverage can 
be obscured by repetitive narrative, extensive tables, fragmented accounting information and 
technical reconciliations. The result can be a substantial volume of information without a 
coherent explanation of the entity’s economic exposure, how that exposure has been managed 
and what exposure remains after hedging. 

31. We recommend retaining the disclosure objective in paragraph 21A but refocusing the detailed 
requirements in paragraphs 22A–24F on a clearer user focused connected disclosure sequence. 
The IASB should evaluate each requirement from a user’s decision-making perspective and 
identify requirements that result in substantively duplicative information and permit cross-
reference or consolidation, where doing so preserves understandability. 

(a) Whether the IFRS 7 disclosure requirements meet their objective 

32. The disclosure requirements can provide useful information about: 

• an entity’s risk exposures and risk management strategy (IFRS 7 paragraphs 21A(a) and 22A–
22C);  

• why and how the entity uses hedging instruments (paragraphs 22A–22C);  

• the nature, extent and duration of hedging activities (paragraphs 23A–23F and 24A–24B);  

• the timing and uncertainty of future cash flows (paragraphs 21A(b) and 23A–23F);  

• where the effects of hedge accounting are recognised (paragraphs 21A(c) and 24A–24F);  

• movements in hedge-related reserves (paragraphs 24C–24F);  

• the sources and location of hedge ineffectiveness (paragraphs 24C–24F); and  

• the relationship between risk management activities and reported financial performance 
(paragraphs 21A and 22A–24F). 

33. However, users may need to assemble this information from narrative disclosures, risk tables, 
accounting policy information, reserve reconciliations and different financial statement line 
items. The requirements therefore do not always produce a clear account of the entity’s overall 
position. 

34. In our view, an effective disclosure package should allow for a user to understand, in a logical 
sequence: 

(a) why the entity hedges and the risk being managed; 

(b) the nature and amount of the underlying exposure; 

(c) the strategy, extent and duration of hedge coverage; 

(d) the instruments used and the significant terms of the relationships; 

(e) where the accounting effects are recognised, including the sources and location of 
ineffectiveness; and 

(f) the exposure remaining after hedging (as information about the exposure remaining after 
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hedging is not always presented as a discrete disclosure). 

35. This connected disclosure sequence could provide a guiding principle for the IASB’s review of 
IFRS 7 paragraphs 22A–24F. Grouping and connecting the required information in a more 
structured and user-focused way could help users analyse an entity’s risk management strategy, 
hedge coverage, accounting effects and residual exposure without increasing disclosure volume. 

(b) Initial and ongoing costs 

36. The initial and ongoing costs of applying IFRS 7 paragraphs 22A–24F can be substantial, 
particularly when the required information is not aligned with internal risk management reporting 
or cannot be generated automatically by treasury and financial reporting systems. 

37. Cost drivers include: 

• extracting and reconciling data across treasury, valuation and financial reporting systems; 

• maintaining separate data for financial reporting purposes; 

• preparing information by risk category as required by paragraphs 22A–24F; 

• tracking hedged items, hedging instruments and related fair value changes for the 
disclosures in paragraphs 24A–24B; 

• calculating and explaining hedge ineffectiveness for the disclosures in paragraphs 24C–24F;  

• preparing reconciliations of the components of equity affected by hedge accounting under 
paragraphs 24C–24F; 

• tracing effects through profit or loss, other comprehensive income, equity and the carrying 
amount of non-financial items; 

• documenting the relationship between risk management information and accounting 
disclosures; and 

• supporting extensive audit and regulatory review. 

38. We note that many entities’ IT systems do not automatically generate the information required by 
paragraphs 22A–24F, resulting in manual calculations and reconciliations. Extensive audit 
procedures over those disclosures can further increase the ongoing costs of compliance. 

39. These costs are justified where the disclosures enable users to understand a material risk 
management activity and its accounting effects. The costs are less proportionate where 
information: 

• duplicates other risk, accounting policy or financial instrument disclosures; 

• is required at a level of detail that obscures the material messages; 

• is not used internally and must be assembled solely for financial reporting; 

• presents rates or prices without the context necessary to interpret them; or 

• provides technical movements without explaining their relationship to the underlying 
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exposure and risk management strategy. 

40. We recommend that the IASB: 

(a) Establish a clearer communication objective based on how users understand and analyse 
hedge accounting relationships (such as the connected disclosure sequence described in 
paragraph 34 above). 

(b) Remove or consolidate duplicative requirements where equivalent information is already 
provided elsewhere and cross-referencing would not impair understandability. 

(c) Permit information to be aggregated consistently with how risks are managed, provided that 
aggregation does not obscure material differences in risks, strategies, time horizons or 
accounting effects. 

(d) Develop examples for simple and complex programmes, demonstrating how narrative and 
quantitative information can be connected without excessive repetition. 

(e) Coordinate any changes with broader presentation and disclosure requirements, so that 
entities are not required to provide overlapping information in multiple locations. 

(f) Avoid adding further disclosure requirements unless there is evidence of an unmet user need 
that cannot be addressed through better application, aggregation, placement or 
enforcement of the existing requirements. 

41. These actions should reduce compliance-driven material and manual effort without removing 
information that users need. The objective should be better communication of hedge accounting 
relationships used by the entity, not a mechanical reduction in the number of disclosures. 

(c)(i) Most useful disclosures 

42. In our view, the most useful disclosures are those that explain: 

• the risk being managed and why it is significant to the entity (IFRS 7 paragraphs 21A(a) and 
22A–22C);  

• the entity’s risk management strategy (paragraphs 21A(a) and 22A–22C);  

• the nature and amount of the underlying exposure (paragraphs 22B–22C, supported by the 
objective in paragraph 21A);  

• the proportion and duration of the exposure that is hedged (paragraphs 23A–23F and 24A–
24B);  

• the instruments used and their significant terms (paragraphs 23A–23F and 24A–24B);  

• the expected timing of the hedged cash flows (paragraphs 21A(b) and 23A–23F);  

• the effects of hedge accounting on the primary financial statements (paragraphs 21A(c) and 
24A–24F);  

• material movements in hedge-related reserves (paragraphs 24C–24F);  

• the nature and source of material hedge ineffectiveness (paragraphs 24C–24F); and  
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• the residual exposure remaining after hedging (related to the objective in paragraph 21A, 
although we note this information is not always expressly required as a separate disclosure). 

43. These disclosures are useful and align closely with the objective in IFRS 7 paragraph 21A 
because, when connected, they enable users to understand both the economic purpose of the 
hedging activity and its accounting consequences. Information about rates, prices, notional 
amounts or reserve movements is less useful when presented without an explanation of the 
underlying exposure, relevant market context or extent of hedge coverage. 

(c)(ii) Sufficiency of the information provided 

44. The existing disclosure requirements in paragraphs 22A–24F are broadly capable of providing 
sufficient information, but that information is not always communicated in a way that achieves 
the objective in paragraph 21A, or the connected presentation envisaged by paragraph 21B. 

45. We note this is not necessarily due to the absence of individual data points. Rather, users may be 
required to reconstruct the entity’s position from fragmented narratives, tables and 
reconciliations. In particular, the proportion of an exposure that is hedged and the exposure 
remaining after hedging may be difficult to identify. 

46. The IASB should investigate whether users consistently require additional information about: 

• the extent of hedge coverage; 

• residual exposure after hedging; 

• the expected duration and renewal of hedges; 

• significant rebalancing decisions; 

• the reasons for terminating hedging relationships; and 

• material economic or structural risk management activities not reflected through hedge 
accounting. 

47. Before adding requirements, the IASB should determine whether the information is genuinely 
absent or is already available but obscured by aggregation, placement, boilerplate disclosure or 
weak connectivity. New requirements should be introduced only where there is clear evidence of 
an unmet user need, and the expected benefits justify the additional preparation and audit costs. 

(c)(iii) Improving user benefits 

48. We do not consider that the solution is simply to increase or reduce disclosure volume around 
hedge accounting. The IASB should instead improve the connectivity and context of the 
information. 

49. We recommend that the IASB: 

(a) organise paragraphs 22A–24F around how users understand and analyse hedge accounting 
relationships (such as the connected disclosure sequence described in paragraph 34 above); 

(b) require entity-specific explanations rather than generic descriptions of accounting 
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requirements; 

(c) improve the linkage between the exposures and strategy described under paragraphs 22A–
22C, the instruments and cash flow effects disclosed under paragraphs 23A–23F, and the 
accounting effects reported under paragraphs 24A–24F; 

(d) require contextual information when average rates or prices are presented, where necessary 
to make those amounts understandable; 

(e) improve the visibility of material hedge ineffectiveness; 

(f) clarify how disclosures about the costs-of-hedging reserve and basis adjustments under 
paragraphs 24C–24F should be connected with the underlying hedged item; 

(g) support coherent presentation in the single note or separate section contemplated by 
paragraph 21B; and 

(h) provide examples illustrating different levels of complexity and aggregation. 

50. This approach would preserve decision-useful information while reducing the risk that 
compliance-driven volume of disclosures obscures the entity’s risk management strategy and 
residual exposure. 

 

Question 3 — Other matters relevant to this post-implementation review 

Are there any other matters the IASB should examine as part of the post-implementation review of 
the hedge accounting requirements in IFRS 9 and related disclosure requirements in IFRS 7? If so, 
please explain why, considering the objective of a post-implementation review as set out on page 6.  

Response to Question 3: Other matters relevant to this post-implementation review  

51. We recommend that the IASB examine the following matters as part of the post-implementation 
review of the hedge accounting requirements in IFRS 9 and related disclosure requirements in 
IFRS 7.  

52. These matters arise from New Zealand stakeholder feedback and our analysis of the 
requirements. Each is relevant to assessing whether the effects of IFRS 9 and IFRS 7 are as 
intended, but the appropriate response will differ. Some matters may be addressed through 
implementation support or further evidence-gathering. Targeted standard-setting should be 
considered only where the IASB identifies substantial consequences, pervasiveness, a feasible 
solution and benefits expected to exceed the costs of change.  

Evidential framework for applying judgement 

53. The move from bright-line testing to the principles-based effectiveness criteria in IFRS 9 
paragraph 6.4.1(c) is strongly supported. However, preparers, auditors and regulators do not 
always have a sufficiently shared understanding of the evidence necessary to support: 
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• the existence of an economic relationship under paragraph 6.4.1(c)(i) and paragraphs 
B6.4.4–B6.4.6;  

• the use of a qualitative rather than quantitative assessment under paragraphs B6.4.4–B6.4.6;  

• whether credit risk dominates changes in value under paragraph 6.4.1(c)(ii) and paragraphs 
B6.4.7–B6.4.8;  

• the appropriateness of the designated hedge ratio under paragraph 6.4.1(c)(iii) and 
paragraphs B6.4.9–B6.4.11; and  

• continuation, rebalancing under paragraph 6.5.5 or discontinuation under paragraph 6.5.6. 

54. This uncertainty can lead to different conclusions for economically similar relationships and can 
increase documentation and audit costs. We recommend that the IASB provide implementation 
support explaining indicators and evidence relevant to each judgement which must be made. 
Such examples should include qualifying and non-qualifying outcomes and should not introduce 
quantitative thresholds by implication.  

Forecast transactions and the highly probable criterion 

55. The IASB should investigate whether the highly probable criterion in paragraph 6.3.3, together 
with the required specificity of a designated forecast transaction, produces appropriate 
outcomes when an entity has a genuine and supportable risk management exposure, but the 
precise volume or timing of the forecast transaction is inherently variable. An entity may be 
confident that transactions will occur in aggregate, but may be unable to designate the exposure, 
or may need to discontinue or frequently revise the hedging relationship, because the specific 
timing or volume initially documented changes. As a result, hedge accounting may not reflect the 
entity’s actual risk management activity even though the underlying economic exposure and 
hedging strategy remain valid. 

56. Relevant circumstances include rolling forecasts, variable production, long-dated forecasts, 
partial hedging and changes in the timing of forecast transactions. The criterion serves an 
important purpose by preventing hedge accounting for speculative or insufficiently supportable 
transactions. Accordingly, any action should preserve appropriate discipline and should not 
permit designation based solely on management intention. 

57. We recommend further analysis to determine whether the outcomes above arise because 
paragraph 6.3.3 does not adequately accommodate certain genuine and supportable forecast 
exposures, or because entities apply the existing requirement inconsistently. The IASB should 
initially consider targeted examples and should pursue a narrow-scope amendment if the 
evidence demonstrates substantial and pervasive consequences that cannot be addressed 
through implementation support. 

Eligible hedged items and risk components 

58. The ability to designate separately identifiable and reliably measurable risk components under 
IFRS 9 paragraph 6.3.7 and paragraphs B6.3.8–B6.3.25 is one of the clearest improvements in 
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IFRS 9. We recommend retaining these eligibility principles. 

59. However, further evidence may be needed in relation to how consistently entities make 
judgements around the following areas: 

• non-contractually specified risk components, commodity price risk, inflation-linked 
exposures and benchmark interest-rate risk (paragraph 6.3.7 and paragraphs B6.3.8–
B6.3.25);  

• foreign currency exposures embedded in contractual or non-contractual pricing 
arrangements (paragraph 6.3.7 and related application guidance);  

• credit exposures for which the fair value option in section 6.7 may be relevant;  

• foreign currency risk in intragroup arrangements (paragraphs 6.3.5–6.3.6); and  

• net positions involving risks other than foreign currency risk (paragraphs 6.6.1–6.6.6 and 
B6.6.1–B6.6.16). 

60. Where evidence demonstrates material diversity in applying paragraph 6.3.7 and paragraphs 
B6.3.8–B6.3.25, the IASB should provide focused examples showing how market structure and 
other relevant facts support the “separately identifiable and reliably measurable” assessment. 
The IASB should avoid an exhaustive list of eligible risk components because such a list could 
become outdated and imply that unlisted components are ineligible. 

Rebalancing, discontinuation and voluntary de-designation 

61. We support the rebalancing requirement in IFRS 9 paragraph 6.5.5 and paragraphs B6.5.7–
B6.5.21 because it allows hedge accounting to continue when the risk management objective 
remains unchanged but the relationship between the hedged item and hedging instrument has 
changed. 

62. Nevertheless, stakeholders have identified uncertainty in distinguishing: 

• continuation of an existing relationship without rebalancing;  

• rebalancing under paragraph 6.5.5;  

• discontinuation under paragraph 6.5.6 because the qualifying criteria are no longer met or 
the risk management objective has changed; and  

• discontinuation followed by designation of a new relationship. 

63. The IASB should develop a clear decision framework and targeted examples applying paragraphs 
6.5.5–6.5.6 and the related application guidance to instrument rollover, counterparty 
replacement, changes in forecast volumes or timing, changes in notional amounts and partial 
termination. The IASB should also investigate whether the prohibition on voluntary de-designation 
created unintended risk management incentives. Any amendment should retain safeguards 
against de-designation undertaken solely to achieve a preferred accounting outcome. 
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Costs of hedging 

64. We consider the costs-of-hedging approach in IFRS 9 paragraphs 6.5.15–6.5.16 and B6.5.29–
B6.5.39 conceptually sound. The approach can depict faithfully the economic cost of hedging 
through options, forward contracts and cross-currency instruments. 

65. However, the IASB should investigate whether material diversity or disproportionate cost arises 
from applying paragraphs B6.5.29–B6.5.39, which include: 

(a) determining aligned and non-aligned costs; 

(b) constructing hypothetical derivatives; 

(c) distinguishing transaction-related from time-period-related hedged items; 

(d) tracking and valuing excluded components; and 

(e) presenting and explaining movements among other comprehensive income, reserves, profit 
or loss and the carrying amount of non-financial items. 

66. Where the principle remains sound, targeted examples should be preferred to fundamental 
amendments. The IASB should also consider whether the IFRS 7 disclosures about the effects of 
hedge accounting, including the reconciliations required by paragraphs 24C–24F, explain the 
costs-of-hedging reserve and related accounting effects sufficiently clearly. This could improve 
consistent application and users’ understanding without reducing faithful representation. 

Application by less-resourced entities 

67. Some less-resourced entities undertake straightforward but material hedging activities but face 
significant documentation, measurement, monitoring and disclosure demands under IFRS 9 
paragraphs 6.4.1–6.5.16 and IFRS 7 paragraphs 21A–24F. This includes entities without dedicated 
treasury, valuation or technical accounting functions. 

68. We recommend that the IASB develop scalable examples to support less-resourced entities 
applying IFRS Accounting Standards for straightforward hedging activities, including: 

(a) foreign currency cash flow hedges; 

(b) interest-rate swaps used to hedge floating-rate debt; 

(c) forward contracts used to hedge highly probable forecast purchases; 

(d) qualitative effectiveness assessments; 

(e) examples demonstrating documentation that satisfies paragraph 6.4.1(b) without 
unnecessary duplication for straightforward hedging relationships; and 

(f) proportionate disclosure for a single material hedge programme. 

69. These examples should facilitate proportionate and consistent application of the existing 
requirements without creating a separate hedge accounting model or reducing the information 
provided about material hedging activities. 
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