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FASB Concludes Redeliberations on Targeted 
Improvements to Hedge Accounting 
At its March 22, 2017, meeting, the FASB concluded its redeliberations on its 2016 proposed Accounting Standards Update 
(ASU), Targeted Improvements to Accounting for Hedging Activities, and made tentative decisions about whether to (1) add cross-
currency basis spreads for currency swaps to the list of components that can be excluded from a hedging relationship and  
(2) change the base recognition model for excluded components to an amortization approach.  

The Board tentatively concluded the following: 

• Cross-currency basis spreads — The Board tentatively decided that cross-currency basis spreads for currency swaps 
should be added to the list of hedging instrument components that an entity can choose to exclude from its 
assessment of hedge effectiveness.  

• Excluded component recognition: 
o Designation of amortization approach as base recognition model — The Board tentatively decided to change the base 

recognition model for excluded components to an amortization approach. Under the amortization approach, 
changes in the fair value of the excluded component are recorded in other comprehensive income, and the initial 
value of the excluded component is “amortized to earnings over the life of the derivative on a systematic and 
rational basis.”  

o Election to apply a mark-to-market approach — The Board also tentatively decided to allow entities to make an 
accounting policy election to apply a mark-to-market through earnings approach to excluded components.  

o Discontinuation of hedging relationships under the amortization approach — The Board tentatively decided that when 
an entity that uses the amortization approach discontinues a hedging relationship, it should release the related 
amounts in accumulated other comprehensive income to earnings in a manner consistent with existing guidance 
for each type of hedging relationship, specifically: 

1. For a cash flow hedge in which the hedged forecasted transaction is still probable of occurring, at the time that the 
hedged forecasted transaction affects earnings  

2. For a fair value hedge, consistent with how fair value hedge basis adjustments are recognized in earnings for the 
related hedged item.. 

 

Next Steps  
The Board has now concluded its redeliberations on this project and expects to address any remaining sweep issues that arise 
from the staff’s drafting of the final ASU, including the determination of the effective date, in May 2017.   

Refer to the summary of tentative Board decisions for additional information. 
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