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124. An entity shall apply this Standard for annual financial
statements covering periods beginning on or after
January 1, 2013. Earlier application is encouraged. If an
entity applies this Standard for a period beginning
before January 1, 2013, it shall disclose that fact.
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125. An entity shall not apply this Standard before January 1,
2013, unless it also applies IPSAS 28 and IPSAS 30.
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125A. Paragraph 2 was amended by IPSAS 32, Service
Concession Arrangements. Grantor issued in October
2011. An entity shall apply that amendment for annual

financial statements covering periods beginning on or

after January 1, 2014. Earlier application is encouraged.
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If an entity applies the amendment for a period
beginning before January 1, 2014, it shall disclose that
fact and at the same time apply IPSAS 32, the
amendments to paragraphs 6 and 42A of IPSAS 5, the
amendments to paragraphs 5, 7 and 107C of IPSAS 17
and the amendments to paragraphs 6 and 132A of
IPSAS 31.

wleal jlap] ool Gle aiall olell glhsl

20lg glpw 2yl plell elbsl) adgall duwlball

125B. Paragraphs 114,115,116,117,118,119,120,121,122,
124 and 126 were amended by IPSAS 33, First-time
Adoption of Accrual Basis International Public Sector
Accounting Standards (IPSASs)issued in January 2015.
An entity shall apply those amendments for annual
financial statements covering periods beginning on or
after January 1, 2017. Earlier application is permitted. If
an entity applies IPSAS 33 for a period beginning before
January 1, 2017, the amendments shall also be applied

for that earlier period.
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125C. IPSAS 35, Consolidated Financial Statements and
IPSAS 37, Joint Arrangements, issued in January 2015,
amended paragraphs 2(a), 17, 89, AG2, AG14, AG51-53
and C2. An entity shall apply those amendments when it
applies IPSAS 35 and IPSAS 37.
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125D. Paragraph AG8 was amended by /mprovements to
IPS5ASs 2075 issued in April 2016. An entity shall apply
this amendment for annual

financial statements
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covering periods beginning on or after January 1, 2017.
Earlier application is encouraged. If an entity applies the
amendment for a period beginning before January 1,
2017 it shall disclose that fact.

wleal jlapl ¢anl Gle éiall olell glhall
:20lg glpw 2yl olell elbsl) dagall duwlball

125E. Paragraphs 7 and 8 were deleted by The Applicability
of IPSASs, issued in April 2016. An entity shall apply
those amendments for annual financial statements
covering periods beginning on or after January 1, 2018.
Earlier application is encouraged. If an entity applies the
amendments for a period beginning before January 1,
2018, it shall disclose that fact.

clhall duulaall Jheo go 888l oam Ci63s] 125
129 ol

lglsal wiaeh buip lgill 8@all 0as Cioan
wogay plell elbasll ddgall duwlbball pleo yuloo
ole daliso Aylgly cijan @l Ciljlan] of wleo
wleal jlap] ool Gle aiall olell glhsll

20lg glpw 2yl olell elbal) agall duwloall

125F. Paragraph 2 was amended by IPSAS 39, Employee
Benefits, issued in July 2016. An entity shall apply that
amendment for annual financial statements covering
periods beginning on or after January 1, 2018. Earlier
application is encouraged. If an entity applies the
amendment for a period beginning before January 1,
2018 it shall disclose that fact and apply IPSAS 39 at the

same time.
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125G. Paragraphs 2, AG35, AG131 and B4 were amended by
IPSAS 40, PFublic Sector Combinations,
January 2017. An entity shall apply these amendments

issued in
for annual financial statements covering periods
2019. Earlier

application is encouraged. If an entity applies the

beginning on or after January 1,

amendments for a period beginning before January 1,

olll glball duwlaoll jueo (o 66all 03w Cuba0] j125
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2019 it shall disclose that fact and apply IPSAS 40 at the

same time.

125H. Paragraphs 2, 9, 10, 80, 98, 99, 101, 102, 107, 108,
109, 111, 112, 113, AG128, AG157 and AG161 were
amended, paragraph AG156A was addedand paragraphs
1,3, 4,5, 6, 11-79, 88, AG1-AG126 and AG129 were
deleted by IPSAS 41, issued in August 2018. An entity
shall apply these amendments for annual financial
statements covering periods beginning on or after
January 1, 2023. Earlier application is encouraged. If an
entity applies the amendments for a period beginning
before January 1, 2023 itshall disclose that fact and
apply IPSAS 41 at the same time.

olell clbsl &nwlaall Jheo 3o 8188ll 0am Cu630] 0125
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125I. Paragraphs 113A-113N were added by /mprovements
to IPSAS, 2021, issued in January 2022. An entity shall
apply
statements covering periods beginning on or after

these amendments for annual financial
January 1, 2022. Earlier application is permitted. If an
entity applies these amendments for an earlier period,
it shall disclose that fact. An entity shall apply these
amendments retrospectively to those hedging
relationships that existed at the beginning of the
reporting period in which an entity first applies these
amendments or were designated thereafter, and to the

gain or loss recognized in net assets/equity that existed

dadgll wogoy g113-1113 wilaall el b125
2021 ploll clhsll duwlao leo (Lo Colipwai
0am (Guhi ol dgall Lle Ly 2022 pliy 6 8jalnll
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at the beginning of the reporting period in which an

entity first applies these amendments.

125J. Paragraphs 1130-113ZC, 125K-125M were added by

Improvements to IPSAS, 2027, issued in January 2022,
An entity shall apply these amendments for annual
financial statements covering periods beginning on or
after January 1, 2022. Earlier application is permitted. If
an entity applies these amendments for an earlier
period, it shall disclose that fact. An entity shall apply
these amendments retrospectively in accordance with
IPSAS 3, except as specified in paragraphs 125K-125M.
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i (1/ psi)
Objective wagll
1. [Deleted]. fcwoan] 1 il
Scope Glhdll
2. This Standard shall be applied by all entities to all | (lc jueoll I3 (g,lbj UT Oilgal guo0 (Je vy 2
financial instruments within the scope of IPSAS | ju=o @lbi gop 267 il dllall Cilgadll 2109
41, Financial Instrumentsif, and to the extent that: | 13| dulall gt 41 plell glbsl) duwlaoll
a. IPSAS 41 permits the hedge accounting 'y sall jaéllg
requirements of thisStandard to be applied; | 41 ploll clbéll duulooll jueo 2oy 1 N
and 0 62)lg)l baaill dpwlho wililhio (Fubi
b. The financial instrument is part of a g Yu=oll |3
hedging relationship thatqualifies for hedge | dlm§o bgaidélle (30 cjo (»® dillall éladl L
accounting in accordance with this Standard. Jueoll 13g) 186q bgaill duwlaal
3-8. [Deleted]. [c1630] .8-3 il
Definitions Ciloyyoi
9. Theterms defined in IPSAS 28 and IPSAS 41 are | Ju=0 (0 daojeoll  viblbnall  o3Aiwi 9
used in this Standard with the meanings duwboll jueog 28 o)l clbsll duulball
specified in paragraph 9 of IPSAS 28 and Sileall Gog ju=all 1ae 6 41 ololl clbsll
paragraph 9 of IPSAS 41.IPSAS 28 and IPSAS 41 | duwboll Jueo o 9 6peall o lg) 63300l N

define the following terms:
e Amortized cost of a financial asset or
financial liability;

e  Derecognition;

drwboall jueo go 9 680llg 28 ploll clbsll
clball duwball jheo ooy 41 ploll clbsll
41 pl)l clboll dauulball jueog 28 plell

il wlhlbraoll
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e Derivative;

e  Effective interest method;
e  Effective interest rate;

e  Equity instrument;

e  Financial asset;

e  Financial instrument;

e  Financial liability;

e  Firm commitment;

e  Forecast transaction;

and provide guidance on applying those definitions.
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q Sl ol Ul
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10.

The following terms are used in this Standard
with the meanings specified:
Definitions relating to hedge accounting

A hedging instrument is a designated derivative or

(for a hedge of the risk of changes in foreign
currency exchange rates only) a designated non-
derivative financial asset or non-derivative
financial liability whose fair value or cash flows
are expected to offset changes in the fair value or
cash flows of a designated hedged item

(paragraphs 81-86 and Appendix A paragraphs

Jusoll 132 (o8 &l wialhnall eaatwi .10

:lgio J% gud 3220l izall
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AG127-AG130 elaborate on the definition of a

hedging instrument).

A__bhedged item is an asset, liability, firm
commitment, highly probable forecast transaction
or net investment in a foreign operation that (a)
exposes the entity to risk of changes in fair value
or future cash flows and (b) is designated as being
hedged
paragraphs AG131-AG141

definition of hedged items).

(paragraphs 87-94 and Appendix A

elaborate on the

Hedge effectiveness is the degree to which

changes in the fair value or cash flows of the
hedged item that are attributable to a hedged risk
are offset by changes in the fair value or cash
flows of the hedging instrument (see Appendix A
paragraphs AG145-AG156).

Terms defined in other IPSASs are used in this
Standard with the same meaning as in those
Standards, and are reproduced in the Glossary of

Defined Terms published separately.
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11-79. [Deleted].

vasan] . 79-11

Hedging

bgaill

80. If an entity applies IPSAS 41 and has not chosen as
its accounting policyto continue to apply the hedge
accounting requirements of this Standard (see
paragraph 177 of IPSAS 41), it shall apply the
hedge accounting requirements in paragraphs
113-155 of IPSAS 41. However, for a fair value
hedge of the interest rate exposure of a portion of
a portfolio of financial assets or financial liabilities,
an entity may, in accordance withparagraph 115 of
IPSAS 41, apply the hedge accounting
requirements inthis Standard instead of those in
IPSAS 41. In that case the entity must also apply
the specific requirements for fair value hedge
accounting for aportfolio hedge of interest rate risk
(see paragraphs 91, 100 and AG157-AG175).

clhall duulaall oo @hi dgall culs 15].80
aywlall lgiuwlw lgil le - jiad lg 41 olsll
bgaill dpulao wlilhio Gubi o jlpaiwll -
Ju2o go 177 gysall yhil) jusall 1am (0 83)lgl!
@ihi o lgale Liaws (41 plell glbhal duulaall
claall 6 63ylgll bgaill duulao willhio
41 pla)l glball duwlaoll o go 155-113
Byl dalell dogsll bgai nay logo wella 20g
gl @lo Jgol abéao go ol dailall Ja=o
a0 115 8ysall Tasg .dgall jgu .aulo iloljill
&by ol 41 ol glball dauuboll jleo
Juall [3m (.6 63)lg)l bgaill duwlaoe vililhio
clhal) duulboll Jumo (0 63jlg)l elli o Ty
Lyl - dgall e Loy allall wlli ,6g 41 plsll
bgai duulnal 83200)l ildbiall G of -
Cillaeo phlaal tilbgai dhenal dlalell dogsll
Calaldy] culpiog 100g 91 guijsall phil) 8adlall

(175-157 @uhill
Hedging Instruments bgaill Cllg:)T
Qualifying Instruments dlagall gl
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economic entity or divisions within the entity, any
such transactions within the economic entity are
eliminated on consolidation. Therefore, such
hedging transactions do not qualify for hedge
accounting in  the consolidated financial
statements of the economic entity. However, they

may qualify for hedge accounting in the individual

03m (o sl aletiwl o s .agall

aic aaloisll dgall Jals e Gl willolsall
03 bgaill villoleo gg4i U .wla) auogill
allall aflgall o bgaill dulhal dlago
094 26 lgil pe aslnisl dgall 8angall
allall aflgall 6 bgaill duwlhal dlago
égall qop g0l vilgall dlnaiall gf 3540l

81. This Standard does not restrict the circumstances | lgio gaoy Gill cogihll ju=oll 1am ooy U .81
in which a derivative may be designated as a Jb(;bbggj'éljf LQJT(JJ_CCLQ_LJJ.LOM 8ladl e
hedging instrument provided the conditions in | cliliwl 98 6paall (o 63)lg)l bapudl auli aj
paragraph 98 are met, except for some written | culoliyl 680 fhil) d@gidoll cljiall pHe
options (see Appendix A paragraph AG127). | gy dilo .2l5 209 ( @&olo 0 127 Gubill 4
However, a non-derivative financial asset or non- | (JloJl oljil Ul gT Gl pe JJlall Jodl gusi
derivative financial liability may be designated as | (0 bgaill héo bgaj 8lal aif le @il pe
a hedging instrument only for a hedge of a foreign Auis Il dlosll jblao
currency risk.
82. For hedge accounting purposes, only instruments | quei héo g4o bgadll dwlbo plell .82
thatinvolve a party external to the reporting entity | dgall gjlb woib le (sobdi Gl cilgadl
(i.e. external to the economic entity or individual | &alois Ul dgall o)l (ST ) allall oflgal] 5220l
entity that is being reported on) can be designated | dloll ailgéll slac] aiy SUI @opell dgall gl
as hedging instruments. Although individual UI g0 ocplg bagaj 1_J|93| I.QJl wle (laic
entities within an economic entity or divisions gT apisll dgall oo aopell wigall
within an entity may enter into hedging | 20 bgaiilloleo opi 26 dgall qan oluws
transactions with other entities within the | olwsl gT anlois Ul dgall oo (SpT lgo A
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or separate financial statements of individual

entities within the economic entity provided that
they are external to the individual entity that is

being reported on.

Lgic aloll pilgall alac] aiy 1l

Designation of Hedging Instruments

bgaill cilgal i

83. Thereis normally a single fair value measure for a
hedging instrument in its entirety, and the factors
that cause changes in fair value are co-dependent.
Thus, a hedging relationship is designated by an
entity for a hedging instrument in its entirety. The
only exceptions permitted are:

a. Separating the intrinsic value and time value
of an option contract and designating as the
hedging instrument only the change in
intrinsic value of an option and excluding
change in its time value; and

b. Separating the interest element and the spot
price of a forward contract.

These exceptions are permitted because the

intrinsic value of the option and the premium on

the forward can generally be measured
separately. A dynamic hedging strategy that

assesses both the intrinsic value and time value of

6lad) dalell doysl) ang Guls 6ale ¢llis g4y .83

S 538 Gl Jolgall gosig lalash boal
lgriey e 6aniso dalell dasll o ilpsill
16 go bgalll dsle gusi ol . Jibg A2l
ulaogll gleliiiwlg Lglasl baaill 8121l dgall
Lloa logy ggo_u.Lo.ll
dwiofll dawsll o @susall dausll Jno
asienll aasll 6 poill gueig jual 289
sleuilg bgad 8lal ail e héo juall
269) )gall ol ge 8ajlell pic Jno .
Jal
ole J5iy gay aill ol ! gagr aoug
289l e 6qilellg jual) ausisa]l dowdll julid
douilinl 9g4i ol vhaig Josio Jauy o1
dausll go 15 0gdi Sl dduoliyall bgadll
dado Juall 289l duofl doysllg deusall
baaill &uwlbol
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an option contract can qualify for hedge

accounting.

84.

A proportion of the entire hedging instrument,
such as 50 percent of the notional amount, may be
designated as the hedging instrument in a hedging
relationship. However, a hedging relationship may
not be designated for only a portion of the time
period during which a hedging instrument remains

outstanding.

50 Jio .bgaill 8lal Jolb o dui el gha
bgai 8151 il (e« souwll 2liall o dlall o
o400l pe go al U] diso bgaj dslle 0
éuiojll dall o béo cjal bgaill @slle yue

&oils bgaill 8la7 lguo o Lill

84

85.

A single hedging instrument may be designated as
a hedge of more than one type of risk provided that
(a) the risks hedged can be identified clearly; (b)
the effectiveness of the hedge can be
demonstrated; and (c) it is possible to ensure that
there is specific designation of the hedging

instrument and different risk positions.

bgai lgil (e 83590 bgai 8ol quei 4o
oaoy () of abypd pblaall go ggi go 45
oaay (W9 290g) Lgl bgaiall jblaall 34305
o500l go god (olg bgail alels il
bgaill 8151 3300 guei clis gg4y ol gloo

daliaall blaall j4loq

.85

86.

Two or more derivatives, or proportions of them
(or, in the case of a hedge of currency risk, two or
more non-derivatives or proportions of them, or a
combination of derivatives and non-derivatives or
proportions of them), may be viewed in
combination and jointly designated as the hedging
instrument, including when the risk(s) arising from

some derivatives offset(s) those arising from

Wigadl go {8l o cuil Gl il ghoy
g0 bgaill dlb o gl) lgio cljol gl .dgiiwall
Wlgadl e o 4l gl cuiidl Ldlase)l blao
wilgadl o dcgann gl lgio cljol gl aaiiall
(lgio cljal ol dsiiall vilgadl peq dsiiall
ole elio Jau lgiyeig 6a0lg degonons
wg9i loaic ely 6 Loy gy 8ol Lgil
Glgadl ps ge adill (blall) éblaoll

.86
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others. However, an interest rate collar or other

derivative instrument that combines a written
option and a purchased option does not qualify as
a hedging instrument if it is, in effect, a net written
option (for which a net premium is received).
Similarly, two or more instruments (or proportions
of them) may be designated as the hedging
instrument only if none of them is a written option

or a net written option.

lo 2007 (gl ddidiio 8lal gl 825lall Jaso Ggb
6lo1% alago (syisrall jlallg Lgidall Juall gy
i) Lolo Ugido T leo wuils 13] bgaj
Jilow gai leg (sl sgle olliwl aléo
gT) wilgadll o J_LﬁT gT ol el ooy dilo
lgio ¢sT 54y ) 15] hés baai 81215 (lgio L]

Tolo lgi4o iy of Lgi4o

Hedged ltems

lg) bgaiall agidl

Qualitying ltems

dlagall il

87. A hedged item can be a recognized asset or
liability, an unrecognized firm commitment, a
highly probable forecast transaction or a net
investment in a foreign operation. The hedged item
can be (a) a single asset liability, firm
commitment, highly probable forecast transaction
or net investment in a foreign operation, (b) a
group of assets, liabilities, firm commitments,
highly probable forecast transactions or net
investments in foreign operations with similar risk
characteristics, or (c) in a portfolio hedge of

interest rate risk only, a portion of the portfolio of

i oljill g Iol @ bgaiall 2l gg4u ol 4oy .87
d26gio dloleo of «uiio ye lojlo Iblujl gf ]
dulac ;6 ladiul 6l gl yus JSuly dlaino
Ul (1) dJ bgaiall 2l g4y of ghaug duisl
dloleo g Jlojlo blil ol loljil gl JToja0
0 Jlailwl ;8o gl s J4uin dlaiao G25gio
gl Joodl go degano (u) .auisl ddac
ciloleall gl Ldojlall wilblajul g .cololpul
Cljladiwl Golo of jud J4uiy daine desgiall
gl aliloo jblao goilos wild duiol didac 0
Jazo jblia) bas dbeso bgai o (o)
g allo)l Jgoll abeno go oo .85l
Sl bl o ey il dadladl caloljil Ul
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financial assets or financial liabilities that share gl bgaill aly

the risk being hedged.
88. [Deleted]. Juwan] .88 4
89. For hedge accounting purposes, only assets, | guei béo gboy bgaill dawbo phel .89

liabilities, firm commitments or highly probable gT ool wlblipul gT aloljil Ul gT Jon

forecast transactions that involve a party external | Wb 20 % JAdiy daino dedqio dloleo

to the entity can be designated as hedged items. It | .lg) bgaio gl LQJT ole dgall ge b

follows that hedge accounting can be applied to | slc bgaill ¢e dwboll Gubi ol UT Yol

transactions between entities in the same | &albis Ul dgall oo wlgall gu lloleall

economic entity only in the individual or separate gT 63300ll adlall oilgall 6 bao lguwai

financial statements of those entities and notinthe | dylall adlgall (-6 guig ilgall elli) dlngioll

consolidated financial statements of the economic | aflgéll clifiwl &olmisll dgall éaogall

entity except for the consolidated financial | lgay=i ailas &yjlodiwl dgal) 630qall dllall

statements of an investment entity, as defined in | i) 1 (o .35 plell ¢lbsl) duwbball jueo (6 4

IPSAS 35,

investment

where transactions between an

entity and its controlled entities
measured at fair value through surplus or deficit
will not be eliminated in the consolidated financial
statements. As an exception, the foreign currency
risk of monetary item within an economic entity
(e.g., a payable/ receivable between two controlled
entities) may qualify as a hedged item in the
consolidated financial statements if it results in an

exposure to foreign exchange rate gains or losses

tloleall slesiwl S20g0ll allall aflgall (0
lgale phuuall cilgallg éyladiwdl vilgall g
il Jis o dolell dowsll lgwls oy Gl
auicdl dasll fhlao glo .clifiwlsq jasll of
Juw Gle) dplnisdl agall goo ($28i 2l
otign ow duaadl aoall /aiflall aoall Jlioll
a bgaio 2it5 dlado ygsi ol phay (it
P lgic Wi 15] 620gall dalall allgall (6
auic Il ol Lo pew Klud gl Luwléol
Ju=ol [86g 2y0qill aic ealetiul o J il
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that are not fully eliminated on consolidation in
accordance with IPSAS 4, The Effects of Changes
in Foreign Exchange Rates. In accordance with
IPSAS 4, foreign exchange rate gains and losses on
monetary items within an economic entity are not
fully eliminated on consolidation when the
monetary item is transacted between two entities
within the economic entity that have different
functional currencies. In addition, the foreign
currency risk of a highly probable forecast
transaction within the economic entity may qualify
as a hedged item in consolidated financial
statements provided that the transaction s
denominated in a currency other than the
functional currency of the entity entering into that
transaction and the foreign currency risk will

affect consolidated surplus or deficit.

ol 6 sl JUT 4 ploll clbsl dulaoll

auuball jueal 8oq duindl crtaol oo
Lwléo 5 oletiwl oy U 4 ploll clball
aqidl e dauindl wllosll Lopp ew Flusg
Aogill aie aolnisll dgall gan sl
GO0 gaeD ol 4385 1giy 6 Joleill oy Loaic
daliro daabg cilloe logl dalnisl wilgs
dasll jblho Jali 28 Uy I dslsil
5 2o Gl daino desgio doleo) auindl
d bagaio i lgil e @olnisl dgall gon
pgal ol dbypd 6a0gall alall wilgall ;6
dgall aibgll dlosll Ll dlasy dloleoll
alasll jblao lg .dloleall clli o alslall
2ogall jasll gl Adlall e 15§ Coqu duin I

Designation of Financial ltems as Hedged ltems

lp) bgaio 5gis lgil e dlall 3gi] guoi

90. If the hedged item is a financial asset or financial
liability, it may be a hedged item with respect to
the risks associated with only a portion of its cash
flows or fair value (such as one or more selected
contractual cash flows or portions of them or a

percentage of the fair value) provided that

1l Toljill ol Wlo 1ol al bgaiall aidl gl5 151 .90
@loi) lago d 1bgaio Taiy gosy of ghay ailo
ailesai go dnu bas dbuipall jblaall
a0 J4l gl anlg Jio) dlslell diogs gl &asill
gl Lgio cljpl gl 8jlino @asley @asi ilaoas
0y o dbup (@alall doudll o dgio A
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effectiveness can be measured. For example, an

identifiable and separately measurable portion of
the interest rate exposure of an interest-bearing
asset or interest-bearing liability may be
designated as the hedged risk (such as a risk-free
interest rate or benchmark interest rate
component of the total interest rate exposure of a

hedged financial instrument).

dﬁm sl il Jld cjp guei ghoy
ql 825ley Jo I 8a5lall Jaso jblin go Joaio
Jio) lg) bgaio 1blao gil e vailey ol
Ja20 340 gl fblaall go Jl saslall Jaso
Jamo jblho ggono 6 eopoll 83dlell

(lg) bgniall aylall 8l 8alall

Jiall Juw Gleddelall gulis g4aall oo

91.

In a fair value hedge of the interest rate exposure
of a portfolio of financial assets or financial
liabilities (and only in such a hedge), the portion
hedged may be designated in terms of an amount
of a currency (e.g., an amount of dollars, euro,
pounds or rand) rather than as individual assets
(or liabilities). Although the portfolio may, for risk
management purposes, include assets and
liabilities, the amount designated is an amount of
assets or an amount of liabilities. Designation of a
net amount including assets and liabilities is not
permitted. The entity may hedge a portion of the
interest rate risk associated with this designated
amount. For example, in the case of a hedge of a
portfolio containing prepayable assets, the entity

may hedge the change in fair value that is

6a5lall Jaso jblial dalell doudll bgai 0
adlo ciboljill gl allo Jgol dbana anlall
cjall guei g4y (bl 1as Jio 0 béog)
o) dlooll go 2lo qulwl Lle a bgaiall
(waladlyl gl walguindl gl wgygull ol wuljlgall slio
ol uo acglg &40 (loldl gD Jgols uilg
-blaall 81l lye I- Joudi ol g4y dhanall
olio a4y gueall glall ol 1] wiloljillg Jgnl
ooy Ug lolilll go (alio gl Jgnll o
gl Jool Gle Joiiy sall ghall olo gy
Holio go cjal bgali gl dgall yAoyg .loljill
Sle cueall eliall Iagy dbuipall 6ailall Jaso
(sginj dbenal bgaill @b o WJlall Juw
bagaii of dgall 4y sl alauwl) auls Jgol
il G oy (g2l dlalell dogsll o psil)
Aujlgi gulwl Lle d bgaiall 8358l Jamo (L0

91
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attributable to a change in the hedged interest rate
on the basis of expected, rather than contractual,
repricing dates. When the portion hedged is based
on expected repricing dates, the effect that
changes in the hedged interest rate have on those
expected repricing dates shall be included when
determining the change in the fair value of the
hedged item. Consequently, if a portfolio that
contains prepayable items is hedged with a non-
prepayable derivative, ineffectiveness arises if the
dates on which items in the hedged portfolio are
expected to prepay are revised, or actual

prepayment dates differ from those expected.

2ulgi Gle Livo a) bgaiall cjall gg4y loaicg
Al Pl alja) Loy ails aesgiall peuwill 6ol
e lg) bgaiall 6a5lall Jago (0 wilpsill adyis
poill 3an7 ale desqiall pewill 83l Aylgi
w23 Tetig . boniall aid) dslell doysll 6
&yl Togiy (sgini il dbenall bgaill ai 156
abls pe asido olal dhulg ol 2l
Jiasi i 13] ddelell oac i 4wl alauwl
Buall shudl e ol lgw 256l il aylgdl
cuils 13] gf lg) bgaiall dbanall o dgill
clli ge waliay jauoll olawd) adsall aylgill

Designation of Non-Financial ltems as Hedged Items

@/ bgaio g1 lgil e dlal] yc 5gidll i

92. If the hedged item is a non-financial asset or non-
financial liability, it shall be designated as a
hedged item (a) for foreign currency risks, or (b) in
its entirety for all risks, because of the difficulty of
isolating and measuring the appropriate portion of
the cash flows or fair value changes attributable to

specific risks other than foreign currency risks.

Toljill gf o pe ol al bgaiall aigl glb 13] .92
() & bgaio aiy ail Lo aiysi Ly (Glo pe
s1aa) alodh (w) of .auicdl dlasll blaol
oilloll ejpll Julibg Jic dgeo vy 4blall
dlaloll aausll Cilpsi of @asill Klesaill yo
yblho Lol 63300 jbldo ] vy (sl
Auin il dlosll

Designation of Groups of ltems as Hedged ltems

lg) bgaio 5gis lpil e 59l (1o degano yuei

93. Similar assets or similar liabilities shall be

aggregated and hedged as a group only if the

dlilaall culoljil Ll gT alilaall Jgodl 2100i ol .93
Cuspwl 5] hao degoans lg) bgadl aig
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individual assets or individual liabilities in the
group share the risk exposure that is designated
as being hedged. Furthermore, the change in fair
value attributable to the hedged risk for each
individual item in the group shall be expected to be
approximately proportional to the overall change
in fair value attributable to the hedged risk of the

group of items.

o dalidnll ciloljlll gl dalidndl Joodil

al Lle geall blaall il 6 dcganall
0o o4 glg s Gle bglleg ) bgalo
@all dalsll dausll 6 peill g4y of eogiall
0 2400 2y J4) lg) baaiall jblaall | iy
b )l peill 20 Tysi lwliio deganall
baaiall 1blaall ()l coy sl @alell dagall

gl dcgoany anlall lg)

94. Because an entity assesses hedge effectiveness by
comparing the change in the fair value or cash flow
of a hedging instrument (or group of similar
hedging instruments) and a hedged item (or group

of similar hedged items), comparing a hedging

00 beall ailels aygai ogar agall 1l hihig 94
&0l gl dolell aaysll w0 peill djleo JUs
vilgal g0 dcqaan ql) baaill 8lb1 (sasill
dcgoao gl) al bgaiall 2idlg (lilool bgaill

8lol &ijléo glo (alilaall lg) baaiall agiyl (o

instrument with an overall net position (e.g. the | ;0lo Iio) Jolidl olnll j5mall 20 bgai 4
net of all fixed rate assets and fixed rate liabilities | Lol Ul gT 6ilall Jaso auli Jgoll 200
with similar maturities), rather than with a specific | (Glaaiwl ayjlgi lg) yg4y Ul 6allall Jazo @iyl
hedged item, does not qualify for hedge | lgleay 1 2300 dl bgaio 2iy go Ty (&liloo
accounting. bagaill ge duulholl dlago
Hedge Accounting bagaill auwlao
95. Hedge accounting recognizes the offsetting effects | (ugsill JUT vl o bgadl dwwlbo wingas (95
on surplus or deficit of changes in the fair values | awll o wilpsill o josll gT ol Lle A
of the hedging instrument and the hedged item. . bgaioll 2idlg baaill 6121 daalell
96. Hedging relationships are of three types: &l bl wilsile glng .96 K

Pl 3o bgai ga :dlole)l dowll bgai |
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a. Fair value hedge: a hedge of the exposure to
changes in fair value of a recognized asset or
liability or an unrecognized firm commitment,
or an identified portion of such an asset,
liability that is

attributable to a particular risk and could

or firm commitment,
affect surplus or deficit.

b. Cash flow hedge: a hedge of the exposure to
variability in cash flows that (i) is attributable
to a particular risk associated with a
recognized asset or liability (such as all or
some future interest payments on variable
rate debt) or a highly probable forecast
transaction and (ii) could affect surplus or
deficit.

c. Hedge of a net investment in a foreign

operation as defined in IPSAS 4.

olitl of Jod abslell anll Lo cilysil

5300 ¢ gl wouio pe ojlo bl of cuio
ojlall bl gf plill gf Jodil 1as 3o
ooy digeo yblao G il of ghoy Gl
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dlaino debgio dloleo of (larre) of psio
ole 581 of oday sall (2)g gus 20 Gl
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97. A hedge of the foreign currency risk of a firm

aasll jblio go bgalll ge awlaall jgay .97

commitment may be accounted for as a fair value gT alole doyd bgai ail e ojlo bl dauin A
hedge or as a cash flow hedge. .(§28j (§63J bgaj

98. A hedging relationship qualifies for hedge | bgaill e drwlaall dlago baaill @slle yq4i .98
accounting under paragraphs 99-113 if, and only | I3] .b&o 113-99 Wisall 6 guo ga las N

if, all of the following conditions are met.
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At the inception of the hedge there is formal
designation and documentation of the
hedging relationship and the entity’'s risk
management objective and strategy for
undertaking the hedge. That documentation
shall include identification of the hedging
instrument, the hedged item or transaction,
the nature of the risk being hedged and how
the entity will assess the hedging
instrument’s effectiveness in offsetting the
exposure to changes in the hedged item'’s fair
value or cash flows attributable to the hedged
risk.

The hedge is expected to be highly effective
(see Appendix A paragraphs AG145-AG156)
in achieving offsetting changes in fair value or
cash flows attributable to the hedged risk,
consistently with the originally documented
risk management strategy for that particular
hedging relationship.

For cash flow hedges, a forecast transaction
thatis the subject of the hedge must be highly

probable and must present an exposure to
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variations in cash flows that could ultimately
affect surplus or deficit.

d. The effectiveness of the hedge can be reliably
measured, i.e., the fair value or cash flows of
the hedged item that are attributable to the
hedged risk and the fair value of the hedging
instrument can be reliably measured.

e. The hedge is assessed on an ongoing basis
and determined actually to have been highly
effective throughout the financial reporting

periods for which the hedge was designated.
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Fair Value Hedges
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99. If a fair value hedge meets the conditions in
paragraph 98 during the period, it shall be
accounted for as follows:

a. The gain or loss from remeasuring the
hedging instrument at fair value (for a
derivative hedging instrument) or the foreign
currency component of its carrying amount
measured in accordance with IPSAS 4 (for a
non-derivative hedging instrument) shall be
recognized in surplus or deficit; and

b. The gain or loss on the hedged item
attributable to the hedged risk shall adjust the

83)lg)l bapill dlalell &048ll bgai (6qLwl 13] .99
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recognized in surplus or deficit. This applies if
the hedged item is otherwise measured at
cost. Recognition of the gain or loss
attributable to the hedged risk in surplus or
deficit applies if the hedged item is a financial
asset measured at fair value through net
assets/equity in accordance with paragraph
41 of IPSAS 41.
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100. For a fair value hedge of the interest rate exposure

of a portion of a portfolio of financial assets or

financial liabilities (and only in such a hedge), the

requirement in paragraph 99(b) may be met by

presenting the gain or loss attributable to the

hedged item either:

a.

In a single separate line item within assets,
for those repricing time periods for which the
hedged item is an asset; or

In a single separate line item within liabilities,
for those repricing time periods for which the

hedged item is a liability.

The separate line items referred to in (a) and (b)

above shall be presented next to financial assets

or financial liabilities. Amounts included in these

1blaa) pyeill dsle)l dawll bgail duuill . 100
Jool @Béno g0 cjou daplall 635l Jao
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line items shall be removed from the statement of
financial position when the assets or liabilities to

which they relate are derecognized.
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101.1f only particular risks attributable to a hedged

item are hedged, recognized changes in the fair

aiy a5 lc Lg) dipeo yblan) has bgaill eilsl.1071
angall didoll cilyel il ol ails «al bgaio

value of the hedged item unrelated to the hedged | ddllc lg) gy Ulg al bgaiall 2il) dlalell A
risk are recognized as set out in paragraph 101 of | Ju=o0 g0 101 ép80ll (6 yuo g lob bgailly
IPSAS 41. 41 plell clbsl) auwlaall
102. An entity shall discontinue prospectively the hedge | ge ldiuo }JTJ La8qiy uT agall e wny 102
accounting specified in paragraph 99 if: 13 99 o_;.o_o_ll o0 63220l bg:ull duulbo
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replacement or rollover is part of the entity's
documented hedging strategy. Additionally,
for this purpose there is not an expiration or
termination of the hedging instrument if;

i. As a consequence of laws or regulations or

the introductionof laws or regulations, the
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clgil gl elpail vllis guy gyl 1ag) dil
:13] baaill 6121
dayiis bgaill slal wlbl cuaslg (1)
gl dahil ¢ilaniwl of Aflgll of dakiil
Jilao dolao b Jay of e allg!

52



bl jieo (6 wio)g lab diaall 06)q (i

olll glhsll Jgall

doageuwll dujell dalaall 06 ololl glhsll dnwlaoll juleog oualéo Julo

"oulgallg iyl adloll ilgadl” 29 elell glball duslaall ynay adsyoll dwljall

02024 jlan|

lgiluwlg cutlya=ill

parties to the hedging instrument agree
that one or more clearing counterparties
replace their original counterparty to
become the new counterparty to each of
the parties. For this purpose, a clearing
counterparty is a central counterparty
(sometimes called a ‘clearing
organization' or ‘clearing agency’) or an
entity or entities, for example, a clearing
member of a clearing organization or a
client of a clearing member of a clearing
organization, that are acting as
counterparty in order to effect clearing by
a central counterparty. However, when the
parties to thehedging instrument replace
their original counterparties with different
counterparties this paragraph shall apply
only if each of those parties effects
with  the central

clearing same

counterparty.

i. Other changes, if any, to the hedging

instrument are limitedto those that are
necessary to effect such a replacement of

the counterparty. Such changes are
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limited to those that are consistent with

the terms that would be expected ifthe

hedging instrument were originally
cleared with the clearing counterparty.
These changes include changes in the
collateral requirements, rights to offset
receivables and payables balances, and
charges levied.

b. The hedge no longer meets the criteria for

hedge accounting in paragraph 98; or

c. The entity revokes the designation.
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103. Any adjustment arising from paragraph 99(b) to

the carrying amount of a hedged financial
instrument for which the effective interest method
is used (or, in the case of a portfolio hedge of
interest rate risk, to the separate line item in the
statement of financial position described in
paragraph 100) shall be amortized to surplus or
deficit. Amortization may begin as soon as an
adjustment exists and shall begin no later than
when the hedged item ceases to be adjusted for
changes in its fair value attributable to the risk
being hedged. The adjustment is based on a

recalculated effective interest rate at the date
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amortization begins. However, if, in the case of a

fair value hedge of the interest rate exposure of a
portfolio of financial assets or financial liabilities
(and only in such a hedge), amortizing using a
recalculated effective interest rate is not
practicable, the adjustment shall be amortized
using a straight-line method. The adjustment shall
be amortized fully by maturity of the financial
instrument or, in the case of a portfolio hedge of
interest rate risk, by expiry of the relevant

repricing time period.
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104.

When an unrecognized firm commitment is
designated as a hedged item, the subsequent
cumulative change in the fair value of the firm
commitment attributable to the hedged risk is
recognized as an asset or liability with a
corresponding gain or loss recognized in surplus
or deficit (see paragraph 99(b)). The changes in the
fair value of the hedging instrument are also

recognized in surplus or deficit.

al Gle cuio pe pjlo blijl gusi ai boaie
Gl Laslll peill vl ol ) bgais 2l
Sl ogje ghay pjlo bl dalell doysll o
sl) jasll gf il o Lg) bgaiall fblaall
o el alil Il abg ()99 el
Jasll gl (pilall 6 bgaill 121 dalell Aoyl

104

105.

When an entity enters into a firm commitment to
acquire an asset or assume a liability that is a
hedged item in a fair value hedge, the initial

carrying amount of the asset or liability that

c
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results from the entity meeting the firm
commitment is adjusted to include the cumulative

change in the fair value of the firm commitment

blaall  @leioll ofall bl aslsl
pS0ll dails 6 Laili] @i LUl g/ bgaial

attributable to the hedged risk that was recognized Lol
in the statement of financial position.
Cash Flow Hedges 428Ul Ciléoail cilbgai

106.1f a cash flow hedge meets the conditions in
paragraph 98 during the period, it shall be
accounted for as follows:

a.  The portion of the gain or loss on the hedging
instrument that is determined to be an
effective hedge (see paragraph 98) shall be
recognized directly in net assets/equity
through the statement of changes in net
assets/equity; and

b. The ineffective portion of the gain or loss on
the hedging instrument shall be recognized in

surplus or deficit.
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107. More specifically, a cash flow hedge is accounted
for as follows:

a. The separate component of net assets/equity

associated with the hedged item is adjusted to

the lesser of the following (in absolute

amounts):
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The cumulative gain or loss on the
hedging instrument from inception of
the hedge; and

ii. The cumulative change in fair value
(present value) of the expected future
cash flows on the hedged item from
inception of the hedge;

b.  Any remaining gain or loss on the hedging
instrument or designated component of it
(that is not an effective hedge) is recognized
in surplus or deficit; and

c. If an entity’'s documented risk management
strategy for a particular hedging relationship
excludes from the assessment of hedge
effectiveness a specific component of the gain
or loss or related cash flows on the hedging
instrument (see paragraphs 83, 84, and 98(a)),
that excluded component of gain or loss is
recognized in accordance with paragraph 101
of IPSAS 41.
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108.If a hedge of a forecast transaction subsequently
results in the recognitionof a financial asset or a
financial liability, the associated gains or losses

that were recognized directly in net assets/equity
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in accordance with paragraph 106 shall be

reclassified into surplus or deficit as a
reclassification adjustment in the same period or
periods during which the hedged forecast cash
flows affects surplus or deficit (such as in the
periods that interest revenue or interest expense is
recognized). However,if an entity expects that all
or a portion of a loss recognized directly in net
assets/equity will not be recovered in one or more
future periods, it shall reclassify into surplus or
deficit as a reclassification adjustment theamount

that is not expected to be recovered.
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109.

If a hedge of a forecast transaction subsequently
results in the recognition of a non-financial asset
or a non-financial liability, or a forecast
transaction for a non-financial asset or non-
financial liability becomes a firm commitment for
which fair value hedge accounting is applied, then
the entity shall adopt (a) or (b) below:
a. ltreclassifies the associated gains and losses
that

assets/equity in accordance with paragraph

were recognized directly in net

106 intosurplus or deficit as a reclassification

adjustment in the same periodor periods during
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which the asset acquired or liability assumed
affects surplus or deficit (such as in the periods
that depreciation or inventoriesare recognized
as an expense). However, if an entity expects
that allor a portion of a loss recognized directly
in net assets/equity will notbe recoveredin one
or more future periods, it shall reclassify from
netassets/equity into surplus or deficit as a
reclassification adjustmentthe amount that is
not expected to be recovered.

b. It removes the associated gains and losses
that

assets/equity in accordance with paragraph

were recognized directly in net
106, and includes them in the initial cost or

other carrying amount of the asset or liability.
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110. An entity shall adopt either (a) or (b) in paragraph
109 as its accounting policy and shall apply it
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111. For cash flow hedges other than those covered by | dyasill ldoadll wlbgai guon) dwwdll 1117
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recognized directly in net assets/equity shall be

b dpblho vl 26 cuild I gllall gls
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recognized in surplus or deficit as a
reclassification adjustment inthe same period or
periods during which the hedged forecast cash
flows affects surplus or deficit (e.g., when a

forecast sale occurs).

o il Ly @alall Ggéo /Jgodll Lolo
Lauing dale] Jyasi lail Gl jasll of pslall
s j§ Gl wliall of spall guai o6
Lle gl baaiall dedgiall @aaill cilssail
2u ¢ia9y loaic ¢la Jlio) josll of ilall

{2sgio

112.

In any of the following circumstances an entity
shall

accounting specified in paragraphs 106-111:

discontinue prospectively the hedge
a. The hedging instrument expires or is sold,
terminated or exercised. In this case, the
cumulative gain or loss on the hedging
instrumentthat remains recognized directly
in net assets/equity from theperiod when
the hedge was effective (see paragraph
106(a)) shall remain separately recognized in
netassets/equity until the forecasttransaction
When the
paragraph 108, 109, or 111 applies. For the
this

replacement or

occurs. transaction  occurs,

purpose  of subparagraph, the

rollover of a hedging
instrument into another hedging instrument
is not an expiration or termination if such

replacement or rollover is part of the entity's

of @il Logybll go sl 6 dgall Gle vazy 112

bgaill duulbio ge Ghaiwo gl Lasgs
:111-106 wiiaall 6 63230l
gl lg=w oi gl bgaill 8ol Jol (pail
olo alall o (09 giwlao gf @§lgil
8lal o deonioll &jlwall o Luwloll
Ol (50 opilio diyio JBi il bgaill
als Gl spiall o dudlall Ggas/Jenll
Ly () 106 6jaall yhil) Tlels bgaill lguo
GOlD 0 Joaio Jaudy dido 8y of
Gaaj gl Gl @dlall (@§gan/Jeo
loleall 120 loaicq .desqiall dloleoll
80all gl 109 dy8all ol 108 sjaall Guhii
2w U ducpell a8l oam oylg 111
8lal 6jgo (0 bgaill 8lal 3227 gf Julo]
Jio gl5 13] L) clgi] of elirail (a1 bgay
dyayiliiwl o 1z 2221l of Jusyl las
s Gl @slelllg dgall daigall bgaill

60



dpwlaall o 6 Liajg las 8iaall aB)g (A
olll glhsll Jgall

doageuwll dujell dalaall 06 ololl glhsll dnwlaoll juleog oualéo Julo

"oulgallg iyl adloll ilgadl” 29 elell glball duslaall ynay adsyoll dwljall

02024 jlan|

lgiluwlg cutlya=ill

documented hedging strategy. Additionally,

for the purpose of this subparagraph thereis

not an expiration or termination of the
hedging instrument if:

i. As a consequence of laws or regulations or
the introduction of laws or regulations, the
parties to the hedging instrument agree
that one or more clearing counterparties
replace their original counterparty to
become the new counterparty to each of
the parties. For this purpose, a clearing
counterparty is a central counterparty
(sometimes called a ‘clearing
organization’ or ‘clearing agency’) or an
entity or entities, for example, a clearing
member of a clearing organization or a
client of a clearing member of a clearing
organization, that are acting as
counterparty in order to effect clearing by
a central counterparty. However, when the
parties to thehedging instrument replace
their original counterparties with different

counterparties this paragraph shall apply

only if each of those parties effects

vllis guy acpoll saall oam Byl dils

:13] bgadll 82 elgil of clesail

dyiis bgaill 8ol wlibl isslg (1)
gl dabil cilaniwd gf aflgll of datil
Jiléo dolao Loyb Jay of e aflg
oIl Jilsall Lophll Jao 44T of a0lg
J4a a2l Qlsall wopbll aunyl ag)
alo 2l laglg wolibdl go aolg
Jilso Lopb ga Jilsoll anlaall Lopb
ol "apléo " - Tl - o) sjdp
Gle wilgn of dga of (‘dplao allsg”
i 0 dolso gie JUoll Juw
dys (0 dolso grael Jiac gf dblao
Jilso Lopb J1b o dplsall ayaii Jol
Lolibl ogar loaic w2l> 20g (S50
aylsall colibll Jubl baail &laf
olo @aliro dblao Lolibly lgl aloll
Js ols 13] - has — @ihii 8jaall 0am
aolaoll 20i bl cll§n go wyb
uwdi sjspall Jiléall wophll go

0 229 gl oI ol ciils (2)
asi Gill ellf e ynisr Jbgaill 8lof
woybll JibJl 13e Jio yoiil d)guo
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clearing with the same central
counterparty.

ii. Other changes, if any, to the hedging
instrument are limited to those that are
necessary to effect such a replacement of
the counterparty. Such changes are
limited to those that are consistent with
the terms that would be expected if the
hedging instrument were originally
cleared with the clearing counterparty.
These changes include changes in the
collateral requirements, rights to offset
receivables and payables balances, and
charges levied.

The hedge no longer meets the criteria for

hedge accounting in paragraph 98. In this

case, the cumulative gain or loss on the
hedging instrument that remains recognized
directly in net assets/ equity from the period
when the hedge was effective (see paragraph

106(a)) shall remain separately recognized in

the

transaction occurs. When the transaction

net assets/equity until forecast

occurs, paragraph 108, 109, or 111 applies.

Pl g5 Ul bgpil 20 @all il wlls
16 bgaill 8laf cuils gl low lgedgi
b 20 Joll 0 lgibldo o
Cilpill 0as Joudiig . Jléoll dnlsall
iyl glosdl wldhio 6 sl
6ol gy @olso cjpl o @Gaaallg
oaquwylg .aifla)l aoallg diyaall owill
angpaall
duulao bylge) Logiwo bgadll ) o
0ad (,09 .98 paall (6 63)lg/l bgaill
dsoaioll 8jlwall of Luwlall glo sl
0 dpilo diyio JBi ill bgaill 61af ;o
il 8yiall o &alall @gén/Jonl ol
of waay () 106 yhil) Tlels baaill Laws gls
GOlo o Jnoio Jady dido &g
Gaaj gl Gl @dlall (@§gan/Jeo
loleall *120j loaicq desgiall dloleoll
8p0all gl 109 dy8all ol 108 sjaall Guhii
111
dloleall &igan poglall go 2wy o
Lwbo i glo o)l 03w o9 desgiall
8lal go @le vil> deaaio sjlus qf
/Jgodl olo o0 8o il 26 bgaill
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The forecast transaction is no longer
expected to occur, in which case any related
cumulative gain or loss on the hedging
instrumentthat has been recognized directly
in net assets/equity from the period when the
hedge was effective (see paragraph 106(a))
shall be recognized in surplus or deficit as a
reclassification adjustment. A forecast
transaction that is no longer highly probable
(see paragraph 98(c)) may still be expected to
occur.

For
the

cumulative gain or loss on the hedging

The entity revokes the designation.
hedges of a forecast transaction,
instrumentthat remains recognized directly
in net assets/equity from theperiod when
the hedge was effective (see paragraph
106(a)) shall remain separately recognized in
netassets/equity until the forecasttransaction
occurs or is no longer expected to occur.
When the transaction occurs, paragraph 108,
109, or 111 applies. If the transaction is no
longer expected to occur, the cumulative gain

or loss that had been recognized directly in

lgso o5 Gl Bjiall o @alall @Ggao
iy () 106 ajaall jhil) dlels bgaill
diasi gl le josll of ilal ;0 Lgil]
a9i @l il desgiall dloleall . auind éale]
26 ((3) 98 8y8all (hAil) 6pu4 do)ay dloino

a9l dedgio JIjj U
clbgall dpuilly gueill dgall cisll
8jluwsll of Luwdoll glo dedgio dlolso
aipio Jhi il bgaill 8la1 go deaniall
ailall §g8o/Jgnll olo (6 Bpilo
3bil) Tels bgaill lgws gl Sl il go
Jady aido ar of wa (0106 8sall
dyalall @Pﬁa/dgnill oD 0 dnm.o
ol aund gl dsdgiall dloleall Ciani ol Ll
Gi2ai loaicg lgigan géqiall o a9y
109 jaall of 108 sjaall Gubis dlolall
28giall o a9y @l I3lg 111 8all o
8jlwall ol Luwboll glb .dloleall tigan
36 cuils il bgaill 8laf go deaniall
@985 /Jgolll olo (6 Bpilo il
ole jasll of gaflall 6 Lgili] Liqy &Alall

Layin 8ale] Jyasi lgil
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net assets/equity shall be recognized in
surplus or deficit as a reclassification

adjustment.

Hedges of a Net Investment

Jlaiiwdl (L olo cilbgai

113. Hedges of a net investment in a foreign operation,
including a hedge of a monetary item that is
accounted for as part of the net investment (see
IPSAS 4), shall be accounted for similarly to cash
flow hedges:

a.  The portion of the gain or loss on the hedging
instrument that is determined to be an
effective hedge (see paragraph 98) shall be
recognized directly in net assets/equity
through the statement of changes in net
assets/equity (see IPSAS 1); and

b.  The ineffective portion shall be recognized in
surplus or deficit.

The gain or loss on the hedging instrument

relating to the effective portion of the hedge that

has been recognized directly in net assets/equity

shall be recognized in surplus or deficit as a

reclassification adjustment in accordance with

paragraphs 56-57 of IPSAS 4 on disposal of the

foreign operation.

dlac 0 jlofiwll olo Cilbgal) apwill.113
Al (s2di 2y bgaill ey Lo la- duisl
ibil) jlatfiwdll 6l go jas dic duulaoll
Al ol winy = (4 plell glhall duulaall juso
Cilaoaill cilbgail Jiloo J4udy Lgic dpwlaall
:dya8ill
0 6jlwall ol Cuwdall go cjall il cany
dleld Lbgai digh 5245 (sall baaill 8lol
/Jgndll Lolo 6 6pblio (98 8jaall yhil)
0 Wipsill &ofls JUb go adloll @gas
Juso hil) &ilall @Ggén /Jgndl olo
g (1 ploJl glbsll duwlaall
ol gailall o Jelall pe cjall vl vy
Josll
@leioll bgaill 8lal o 8jlwall gl iwiall
spdlio il 28 LUl bgatll go Jelall cjall
Al ol oy @lall @gan /goll olo (8
6alc] Jyasi Lgil e jasll of gadlall o Lgils)
awlaall Juso o 57-56 gijdell lasg Laying
Auindll alasll sletiwl aic 4 olall glball
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Temporary Exceptions from Applying Specific Hedge

Accounting Requirements

bagaill ye dpwlooll

113A. An entity shall apply paragraphs 113D-113N and
1251 to all hedging relationships directly affected
reform. These

interest rate benchmark

by

paragraphs apply only to such hedging
relationships. A hedging relationship is directly
affected by interest rate benchmark reform only
if the reform gives rise to uncertainties about:

a. The interest rate benchmark (contractually
or non-contractually specified) designated
as a hedged risk; and/or

b. The timing or the amount of interest rate
benchmark-based cash flows of the hedged

item or of the hedging instrument.

a113-3113 cilgall Gubi of dgall Lle Lo 1113
Gl bgaill vl le g1an e b125 gpaallg
eap0ll 82ilall Jasno Jubl pilio Jaiy pli
elli bgaill il e e vilgall 03 @uhiig
sa5lall Jaso Jibl bgaill dsile i bao
Jusl ge L 15] bhao pilo Jadi eopall
Joo nﬁLlpJ_c ol
pe gl baslei 5a0all) 2opall 6aflall Jazo |
o al Lo geall (basles 5300l
ql/q tdio bgnaio
8adiwwoll &aaill vilssail 2lo gl Cubgi L
gc ailillg ool 6aflell Jago
bgaill 815l g ) bgaiall il

113B. For the purpose of applying paragraphs 113D-
113N, the term ‘interest rate benchmark reform’
refers to the market-wide reform of an interest
rate benchmark, including the replacement of an
interest rate benchmark with an alternative
benchmark rate such as that resulting from the
recommendations set out in the Financial
Stability Board's July 2014 report ‘Reforming

Major Interest Rate Benchmarks'.®

Py g113-2113 wlgall dubi ol w113
Sl "ol 6adla)l Jao JUb|" albno
Goull sgio Lle (2040 6206 Jazo JUo|
w220 6356 Jamo Jlaiwl elly 6 Ly
oc 24y @Al Jins iy eope Jaeo
oo ge alodl pyoill (6 dangall Whogill
ulgizy 2014 gdgy jow 0 Sl jheiwll

2 iyl apsapall 8a5lall idaso Jol
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6  The report, 'Reforming Major Interest Rate Benchmarks',
is available at http://www.fsb.org/wp-

content/uploads/r_140722.pdf.

Byl Ji5 g0 "yl amopall sailall Gilase Jubl' il ol ellbil ghoy 2

.http://www.fsb.org/wp-content/uploads/r_140722.pdf

113C. Paragraphs 113D-113N provide exceptions only

to the requirements specified in these
paragraphs. An entity shall continue to apply all
other hedge accounting requirements to hedging
relationships directly affected by interest rate

benchmark reform.

30 Wlelifiml 3113-3113 whgall pasi 2113
Linyg bao ciljsall el 6 8333all cillbiall
wllbioll 2100 Gubi o piw of dgall Ll
bgaill il e e bgaill e duwlooll g
saflall Jazo Jubl pilo Jasy sl Ll
(s221all

Highly Probable Requirement for Cash Flow Hedges

25 (/] dlaine dedgiall dloleall 595 o ulhio
&8l s Cilbgai pdy lawd s

113D. For the purpose of applying the requirement in
paragraph 98(c) that a forecast transaction must
be highly probable, an entity shall assume that the
interest rate benchmark on which the hedged
cash flows (contractually or non-contractually
specified) are based is not altered as a result of

interest rate benchmark reform.

(2098 sysall 6 3)lgll Lulbiall Gubi Byl 5113

assqiall doleall gga7 of Ligag By (sallg

sial gl dgall Gle wiay s 25 ) dlaino

al Al Al Geopall 635lall Jazo

ql Laslei 2anall) Lg) bgaiall &asill vilssaill

Jazo Juby il peiy @l (haslei sanall e
2ol 3aslall

Reclassifying the Cumulative Gain or Loss Recognized

in Net Assets/Equity

Sjlwrsl of wuiall ashioll uwball Coin 6lc/
dr4lall (Ggdo/, JanJl  Olo gas didall dasliall

113E. For the purpose of applying the requirement in
paragraph 112(c) in order to determine whether
the forecast transaction is no longer expected to

occur, an entity shall assume that the interest rate

dpoall o gl wilbiall Gubi ) 2113
ol aedqioll doleall viils 15] Lo 3yaail ()112
ol dgall Gle winy wani of ogiall go s
ay] 2w (sl 2opall 3ilall Jaso ol goyiad
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benchmark on which the hedged cash flows

(contractually or non-contractually specified) are

ql hasley 5200ll) lg) bgaiall @28l cilasaill

Jao Jiol) daayii i of (Gasles 2anall pé

based is not altered as a result of interest rate 2ol aadlall
benchmark reform.
Effectiveness Assessment dulclol] aigsi

113F. For the the purpose of applying the requirements
in paragraphs 98(b) and AG145(a), an entity shall
assume that the interest rate benchmark on
which the hedged cash flows and/or the hedged
risk (contractually or non-contractually specified)
are based, or the interest rate benchmark on
which the cash flows of the hedging instrument
are based, is not altered as aresult of interest rate

benchmark reform.

spoall o 63)lgl wllbioll Guby (ol 9113
Gle winy (0145 @ubill cilali 8y86q ()98
3l eapall sailall Jago of gopiar of agall
ql/q lg) baniall a8l cildsail ayl il
e gl Uaslei bannall) dio bgaiall jhall
2opall 8aflall Jawo of gl W(Lasle 3aaall
baaill 6150 &asill vilasail ] il sl
el 8ajlall Jazo JUb W) doyli pel ol

113G. For the purpose of applying the requirement in
paragraph 98(e), an entity is not required to
discontinue a hedging relationship because the
actual results of the hedge do not meet the
requirements in paragraph AG145(b). For the
avoidance of doubt, an entity shall apply the other
conditions in paragraph 98, including the
prospective assessment in paragraph 98(b), to
assess whether the hedging relationship must be

discontinued.

(2)98 Bysall o 3jlgll Llbioll Gubi gyl j113

ol ihi bgai dsle Lslayl dgall go wilhij U

ollbioll Gogiwi U bgaill dlsall ol

Linig () 145 Gubill culaliyl 8366 (0 63)lgll

Il bopill Gibi of dgall Gle Liny welil

U ugaill elis Lo Loy 98 dpaall o bajlgl

15] Lo augail (L)98 dysall o 3jlgll SLbiuwo
baaill & 1le woléy] Lgyle Linqgiy gls
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113H. Unless paragraph 113l applies, for a hedge of a

non-contractually specified benchmark portion of
interest rate risk, an entity shall apply the
requirement in paragraphs 90 and AG139—that
the designated portion shall be separately
identifiable—only at the inception of the hedging

relationship.

baaill pay lages 5113 spsall @ubii ol lo 2113

bbo go Laslei 2300l pe «2opall ejall o
wulbiall @b of dgall (e wiay aslall Jaso
139 @Gubill wialiy] 83809 90 sjaall o 3jlgl
15 gm0l cjall g% of Lgagr ) s3lg -
@slle &lay 6 bas - Jnaio Jauy 2yaaill

bl

113l

When an entity, consistent with its hedge

documentation, frequently resets (ie.,
discontinues and restarts) a hedging relationship
because both the hedging instrument and the
hedged item frequently change (i.e., the entity
uses a dynamic process in which both the hedged
items and the hedging instruments used to
manage that exposure do not remain the same for
long), the entity shall apply the requirement in
paragraphs 90 and AG139—that the designated
portion is separately identifiable—only when it
initially designates a hedged item in that hedging
relationship. A hedged item that has been
assessed at the time of its initial designation in
the hedging relationship, whether it was at the

time of the hedge inception or subsequently, is not

bgaill @ilig 20 Gui Loy dgall 0gai loaic b113

Jasiy baaill @lle gusi éalely gy anlall
(3422 go lgwo eaullg lgolah pgai ) jyaio
baaiall aidlg bgaill 8lal o J5 ol b
dulac paaiws agall of ) o J4uiy glpsi
lg) bgaiall agidl o J5 lgro Jbi U dylelos
il els é)lb1 doaaiuall baaill wilgalg
o dgall Gle Luy ailo (dygh bal lguai o
o369 90 opsall o 3lgll wlbiall Gihy
094 ol ody 3l - 139 Gubidl claliy]
béo - Jnoio Jasn aaill 16 ¢reall cjall
0 d bgaiall Al Jol Jady uef loaic
ai sall d bgaiall aidlg Ui baill délle
dslle 6 ol Ay digel Kidg (6 doygsl
ol bgaill &l c18g 0 el glb clguw bgaill
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reassessed at any subsequent redesignation in

the same hedging relationship.

8alc| (sl e doygdi oley 1 w@sl Cibg 0
Lguwai bgadl as e (6 dénll i

End of Application

Gubil &g

113J.An entity shall prospectively cease applying
paragraph 113D to a hedged item at the earlier of:
a.  When the uncertainty arising from interest
rate benchmark reform is no longer present
with respect to the timing and the amount
of the interest rate benchmark-based cash
flows of the hedged item; and
b.  When the hedging relationship that the

hedged item is part of is discontinued.

oc Ghaiwo pl Lasgii of dgall Gle winy (113
aic d bgaiall 2l (e 2113 sall Gubi
:ngT 28y LD_QJT oDl o 1l 1ol €4g6g

JAb] ge bl a5l pac a9y 1 loaic |
@lei) Lo 159290 =040l 63lall Jamo
8aiiwoll &asill cilasaill slog Ciudg
2l ge dailillg 2apall 635l Jaso LI
ql 1 bgniall

094 Gl bgaill @sile Ll o loaic .
Lgio lejs a bgniall aidl

113K. An entity shall prospectively cease applying
paragraph 113E at the earlier of:

a.  When the uncertainty arising from interest
rate benchmark reform is no longer present
with respect to the timing and the amount
of the interest rate benchmark-based

future cash flows of the hedged item; and
b.  When the entire cumulative gain or loss
recognized in net

that

assets/equity  with

respect to discontinued hedging

g hetwo pl Lasg of agall Gle Loy 2113
aupodll 20l cq8g e 2113 ssall Gubi
:1ql 281 lagyl il

o] ge bl a5kl pac a9y 1 loaic |
&lei Lows 1agogo 2ol 6ajlall Jazo
auainall aasill cilasaill 2log Cubgl
eoopall 835lall Jamo Jl 8ailwoll
gl 1) bgniall 2l e anilillg

asliiall bl Laiing 8ale] aii loaic .
aon didall dasliall 8jluall gl cuioll
@loiy layo @slall §g8o/Jgndl ol
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relationship has been reclassified to

surplus or deficit.

Jolally welli lgolsy] 0 il bgaill @6 Llsy
jasll ol gailall I

113L. An entity shall prospectively cease applying

paragraph 113F:

a. To a hedged item, when the uncertainty
arising from interest rate benchmark
reform is no longer present with respect to
the hedged risk or the timing and the
amount of the interest rate benchmark-
based cash flows of the hedged item; and

b. To a when the

hedging instrument,

uncertainty arising from interest rate
benchmark reform is no longer present
with respect to the timing and the amount
of the interest rate benchmark-based cash
flows of the hedging instrument.

If the hedging relationship that the hedged item

and the hedging instrument are part of is

discontinued earlier than the date specified in

113L(a)

paragraph 113L(b), the entity shall prospectively

paragraph or the date specified in

cease applying paragraph 113F to that hedging

relationship at the date of discontinuation.

ve hatuo fl asqll of dgall e iy J113
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113M. An entity shall prospectively cease applying

paragraph 113G to a hedging relationship at the
earlier of:

a.  When the uncertainty arising from interest
rate benchmark reform is no longer present
with respect to the hedged risk and the
timing and the amount of the interest rate
benchmark- based cash flows of the

hedged item and of the hedging instrument;
and
b.  When the hedging relationship to which the

exception is applied is discontinued.

oe Ghstwo gl casgl of dgall Gle Ly 0113
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113N. When designating a group of items as the hedged

item, or a combination of financial instruments as
the hedging instrument, an entity shall
prospectively cease applying paragraphs 113D-
113G to an individual item or financial instrument
in accordance with paragraphs 113J, 113K, 113L,
or 113M, as relevant, when the uncertainty arising
from interest rate benchmark reform is no longer
present with respect to the hedged risk and/or the
timing and the amount of the interest rate
benchmark-based cash flows of that item or

financial instrument.
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paragraphs 113H and 113l at the earlier of:

a.  When changes required by interest rate
benchmark reform are made to the non-
contractually specified risk portion applying
paragraph 113P; or

b.  When the hedging relationship in which the non-
contractually specified risk portion is designated

is discontinued.

1130. An entity shall prospectively cease applying
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Additional Temporary Exceptions Arising from Interest

Rate Benchmark Reform

Jaso Jlo| ge abdl asle] didgo lelifiwl
2ol 6ailall

Hedge Accounting

bagaill e duvlaall

113P. As and when the requirements in paragraphs
113D-1131 cease to apply to a hedging
relationship (see paragraphs 113J-1130), an
entity shall amend the formal designation of that
hedging relationship as previously documented to
reflect the changes required by interest rate
benchmark reform, ie., the changes are
consistent with the requirements in paragraphs
72B-72D of IPSAS 41. In this context, the hedge

designation shall be amended only to make one

or more of these changes:
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a. Designating an alternative benchmark rate

(contractually or non-contractually
specified) as a hedged risk;

b.  Amending the description of the hedged
item, including the description of the
designated portion of the cash flows or fair
value being hedged;

c.  Amending the description of the hedging
instrument; or

d. Amending the description of how the entity

will assess hedge effectiveness.

gl hasley 5300) Jiau 2240 Ja20 e 1
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113Q. An entity also shall apply the requirement in
paragraph 113P(c) if these three conditions are
met:

a. The entity makes a change required by
interest rate benchmark reform using an
approach other than changing the basis for
determining the contractual cash flows of
the hedging instrument (as described in
paragraph 72B of IPSAS 41);

b. The original hedging instrument is not
derecognized; and

c. The chosen approach is economically

equivalent to changing the basis for
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determining the contractual cash flows of

the original hedging instrument (as
described in paragraphs 72C and 72D of

IPSAS 41).
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113R. The requirements in paragraphs 113D-113I may

cease to apply at different times. Therefore,
applying paragraph 113P, an entity may be
required to amend the formal designation of its
hedging relationships at different times, or may
be required to amend the formal designation of a
hedging relationship more than once. When, and
only when, such a change is made to the hedge
designation, an entity shall apply paragraphs
113V-113ZB as applicable. An entity also shall
apply paragraph 99 (for a fair value hedge) or
paragraph 107 (for a cash flow hedge) to account
for any changes in the fair value of the hedged

item or the hedging instrument.
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bagaill

113S. An entity shall amend a hedging relationship as

required in paragraph 113P by the end of the
reporting period during which a change required
by interest rate benchmark reform is made to the
hedged risk, hedged item or hedging instrument.

For the avoidance of doubt, such an amendment

l86q bgaill @s1le Jasi ol dgall Ll winy .§113
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to the formal designation of a hedging
relationship constitutes neither the
discontinuation of the hedging relationship nor

the designation of a new hedging relationship.

g bgaill @51le) Lolay) Jiny U baaill aslle]

.62)20 bgai ad el Lysi

113T. If changes are made in addition to those
changes required by interest rate benchmark
reform to the financial asset or financial liability
designated in a hedging relationship (as
described in paragraphs 72B-72D of IPSAS 41) or
to the designation of the hedging relationship (as
required by paragraph 113P), an entity shall first
apply the applicable requirements in this
Standard to determine if those additional changes
result in the discontinuation of hedge accounting.
If the additional changes do not result in the
discontinuation of hedge accounting, an entity
shall amend the formal designation of the
hedging relationship as specified in paragraph
113P.
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113U. Paragraphs 113V-113ZC provide exceptions to
the requirements specified in those paragraphs
only. An entity shall apply all other hedge
accounting requirements in this Standard,

including the qualifying criteria in paragraph 98,

Slelifinl o B113 = 113 wisell 0387 40113
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to hedging relationships that were directly

affected by interest rate benchmark reform.

Jsuiy capll Gl bgadll il e Lle 98 sjaal

220l 535lall Jazo Jbl pilo

Accounting for Qualifying Hedging Relationships

dlagall bgaill cild e g duvlaall

Retrospective Effectiveness Assessment

20) 5l aleloll 0)gai

113V. For the purpose of assessing the retrospective
effectiveness of a hedging relationship on a
cumulative basis applying paragraph 98(e) and
only for this purpose, an entity may elect to reset
to zero the cumulative fair value changes of the
hedged item and hedging instrument when
ceasing to apply paragraph 113G as required by
paragraph 113M. This election is made separately
for each hedging relationship (i.e., on an individual

hedging relationship basis).
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Cash Flow Hedges
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113W. For the purpose of applying paragraph 108, at
the point when an entity amends the description
of a hedged item as required in paragraph
113P(b), the cumulative gain or loss in net
assets/equity shall be deemed to be based on the
alternative benchmark rate on which the hedged

future cash flows are determined.
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113X. For a discontinued hedging relationship, when

the interest rate benchmark on which the hedged
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future cash flows had been based is changed as
required by interest rate benchmark reform, for
the purpose of applying paragraph 112(c) in order
to determine whether the hedged future cash
flows are expected to occur, the amount
accumulated in net assets/equity for that hedging
relationship shall be deemed to be based on the
alternative benchmark rate on which the hedged

future cash flows will be based.
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Groups of Items

2l Cilegano

113Y. When an entity applies paragraph 113P to groups

of items designated as hedged items in a fair
value or cash flow hedge, the entity shall allocate
the hedged items to subgroups based on the
benchmark rate being hedged and designate the
benchmark rate as the hedged risk for each
subgroup. For example, in a hedging relationship
in which a group of items is hedged for changes
in an interest rate benchmark subject to interest
rate benchmark reform, the hedged cash flows or
fair value of some items in the group could be
changed to reference an alternative benchmark
rate before other items in the group are changed.

In this example, in applying paragraph 113P, the
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entity would designate the alternative benchmark
rate as the hedged risk for that relevant subgroup
of hedged items. The entity would continue to
designate the existing interest rate benchmark as
the hedged risk for the other subgroup of hedged
items until the hedged cash flows or fair value of
those items are changed to reference the
alternative benchmark rate or the items expire
and are replaced with hedged items that

reference the alternative benchmark rate.
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113Z. An entity shall assess separately whether each
subgroup meets the requirements in paragraphs
87 and 93 to be an eligible hedged item. If any
subgroup fails to meet the requirements in
paragraphs 87 and 93, the entity shall discontinue
hedge accounting prospectively for the hedging
relationship in its entirety. An entity also shall
apply the requirements in paragraphs 99 or 107
to account for ineffectiveness related to the

hedging relationship in its entirety.
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Designating Financial ltems as Hedged ltems

lp) bgaio 3gis lgil e dlo 3gu puor

113ZA. alternative benchmark rate designated as a

non-contractually specified risk portion that is not
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separately identifiable (see paragraphs 90 and
AG139) at the date it is designated shall be
deemed to have met that requirement at that date,
if, and only if, the entity reasonably expects the
alternative benchmark rate will be separately
identifiable within 24 months. The 24-month
period applies to each alternative benchmark rate
separately and starts from the date the entity
designates the alternative benchmark rate as a
non-contractually specified risk portion for the
first time (i.e., the 24-month period applies on a

rate-by-rate basis).
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113ZB. If subsequently an entity reasonably expects
that the alternative benchmark rate will not be
separately identifiable within 24 months from the
date the entity designated it as a non-
contractually specified risk portion for the first
time, the entity shall cease applying the
requirement in paragraph 113ZA to that
alternative benchmark rate and discontinue
hedge accounting prospectively from the date of
that reassessment for all hedging relationshipsin

which the alternative benchmark rate was
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designated as a non-contractually specified risk
portion.
113ZC. In addition to those hedging relationships | 6}l ;6 63300l bgaill ils e dolol o0 113

specified in paragraph 113P, an entity shall apply
the requirements in paragraphs 113ZA and
113ZB to new hedging relationships in which an
alternative benchmark rate is designated as a
non-contractually specified risk portion (see
paragraphs 90 and AG139) when, because of

interest rate benchmark reform, that risk portion
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is not separately identifiable at the date it is
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124.An entity shall apply this Standard for annual

financial statements covering periods beginning
on or after January 1, 2013. Earlier application is
encouraged. If an entity applies this Standard for a
period beginning before January 1, 2013, it shall
disclose that fact.

Tay wilgs Ghei Gl aglull alloll allgall
Aplill els asy gf 2022 pouwys 31 6
dgall b 13] 4l @uhil Gle 2aidyg
2022 pous 31 Jub 1205 86 s lc jleall [am

Aol el ge 208 of Ly

Sle jueall 1ae G of dgall Gle w124

2022 pauyd 31 g4y Jusall glpw b Jac

duwlall wlso @Gubil vaieall aylll digh
&4laall 6 plall glhal

125.An entity shall not apply this Standard before

January 1, 2013, unless it also applies IPSAS 28
and IPSAS 30.
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125A. Paragraph 2 was amended by IPSAS 32, Service

Concession Arrangements: Grantor issued in
October 2011. An entity shall apply that
amendment for annual financial statements
covering periods beginning on or after January 1,
2014. Earlier application is encouraged. If an entity
applies the amendment for a period beginning
before January 1, 2014, it shall disclose that fact
and at the same time apply IPSAS 32, the
amendments to paragraphs 6 and 42A of IPSAS 5,
the amendments to paragraphs 5, 7 and 107C of
IPSAS 17 and the amendments to paragraphs 6
and 132A of IPSAS 31.
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125B. Paragraphs 114, 115, 116, 117, 118, 119, 120,

121,122,124 and 126 were amended by IPSAS 33,
First-time Adoption of Accrual Basis International
Public Sector Accounting Standards (IPSASs)
issued in January 2015. An entity shall apply those
amendments for annual financial statements
covering periods beginning on or after January 1,
2017. Earlier application is permitted. If an entity
applies IPSAS 33 for a period beginning before
January 1, 2017, the amendments shall also be

applied for that earlier period.

duwboll jueo go 88all oam cuodn] 125

{29 plll clball

lglsal culasi buip Lgill 8j8all 02 1630

o)l clbsll dlgall duwlbhall wleo oo
aulgy cuan sl wiljlan] gf jyleo Liogay
¢aol Ll dduall ololl elbsl dnulhall leo
olo)l glhall ddgall auwlaall wleal jlan]

20lg gl 2yl

125C. IPSAS 35, Consolidated Financial Statementsand
IPSAS 37, Joint Arrangements, issued in January
2015, amended paragraphs 2(a), 17, 89, AG2,
AG14, AG51-53 and C2. An entity shall apply those
amendments when it applies IPSAS 35 and IPSAS
37.
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125D. Paragraph AG8 was amended by /mprovements
to IPSASs 2015issued in April 2016. An entity shall
apply this amendment for annual financial
statements covering periods beginning on or after
January 1, 2017. Earlier application is encouraged.

If an entity applies the amendment for a period
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beginning before January 1, 2017 it shall disclose
that fact.

ololl clhall adgall dulholl pleal jlanl
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125E. Paragraphs 7 and 8 were deleted by 7he
Applicability of IPSASs, issued in April 2016. An
entity shall apply those amendments for annual
financial statements covering periods beginning
on or after January 1, 2018. Earlier application is
encouraged. If an entity applies the amendments
for a period beginning before January 1, 2018, it

shall disclose that fact.
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125F. Paragraph 2 was amended by IPSAS 39,
Employee Benefits, issued in July 2016. An entity
shall apply that amendment for annual financial
statements covering periods beginning on or after
January 1, 2018. Earlier application is encouraged.
If an entity applies the amendment for a period
beginning before January 1, 2018 it shall disclose
that fact and apply IPSAS 39 at the same time.
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125G. Paragraphs 2, AG35, AG131 and B4 were
amended by IPSAS 40, Public Sector
Combinations, issued in January 2017. An entity
shall apply these amendments for annual financial
statements covering periods beginning on or after

January 1, 2019. Earlier application is encouraged.
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If an entity applies the amendments for a period
beginning before January 1, 2019 it shall disclose
that fact and apply IPSAS 40 at the same time.

ololl clhall adgall dulholl pleal jlanl
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125H. Paragraphs 2, 9, 10, 80, 98, 99, 101, 102, 107,
108, 109, 111, 112, 113, AG128,AG157 andAG161
were amended, paragraph AG156A was addedand
paragraphs 1, 3,4,5,6,11-79, 88, AG1-AG126 and
AG129 were deleted by IPSAS 41, issued in August
2018. An entity shall apply these amendments for
annual financial statements covering periods
beginning on or after January 1, 2023. Earlier
application is encouraged. If an entity applies the
amendments for a period beginning before
January 1, 2023 itshall disclose that fact and apply
IPSAS 41 at the same time.
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125l. Paragraphs 113A-113N were added by
Improvements to IPSAS, 2021, issued in January
2022. An entity shall apply these amendments for
annual financial statements covering periods
beginning on or after January 1, 2022. Earlier
application is permitted. If an entity applies these
amendments for an earlier period, it shall disclose
that fact. An entity shall apply these amendments

retrospectively to those hedging relationships that
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existed at the beginning of the reporting period in
which an entity first applies these amendments or
were designated thereafter, and to the gain or loss
recognized in net assets/equity that existed at the
beginning of the reporting period in which an entity

first applies these amendments.

dylall ilgdll 84id dylay 6 dails wuils Sl

840 Jol cullasill 03m Lgis dgall @by Ll

125J. Paragraphs 1130-113ZC, 125K-125M were
added by /mprovements to IPSAS, 2027, issued in
January 2022. An entity shall apply these
amendments for annual financial statements
covering periods beginning on or after January 1,
2022. Earlier application is permitted. If an entity
applies these amendments for an earlier period, it
shall disclose that fact. An entity shall apply these
amendments retrospectively in accordance with
IPSAS 3, except as specified in paragraphs 125K-
125M.
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125K. An entity shall designate a new hedging
relationship (for example, as described in
paragraph 113ZC) only prospectively (i.e., an entity
is prohibited from designating a new hedge
accounting relationship in prior periods). However,

an entity shall reinstate a discontinued hedging
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relationship if, and only if, these conditions are

met:

a. The entity had discontinued that hedging
relationship solely due to changes required
by interest rate benchmark reform and the
entity would not have been required to
discontinue that hedging relationship if
these amendments had been applied at that
time; and

b. At the beginning of the reporting period in
which an entity first applies these

amendments (date of initial application of

these amendments), that discontinued
hedging relationship meets the qualifying
criteria for hedge accounting (after taking

into account these amendments).
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125L. If, in applying paragraph 125K,

reinstates a discontinued hedging relationship, the

an entity

entity shall read references in paragraphs 113ZA
and 113ZB to the date the alternative benchmark
rate is designated as a non-contractually specified
risk portion for the first time as referring to the
date of initial application of these amendments

(i.e., the 24-month period for that alternative
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benchmark rate designated as a non-contractually
specified risk portion begins from the date of initial

application of these amendments).

zl: =

2 hasley 2200 pe jblao cjp ail (e greall

(Basill oag) Jodl Gubill 2 go

125M. An entity is not required to restate prior periods
to reflect the application of these amendments.
The entity may restate prior periods if, and only if,
it is possible without the use of hindsight. If an
entity does not restate prior periods, the entity

shall recognize any difference between the
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period that includes the date of initial application | oln) (olioldl updl goo  Giaeill

of these amendments in the opening net | 6o I gg4o gT) aralall Ggén/Jgodll

assets/equity (or other component of net | (Luwlio g o wuwny Wablall Ggén/Jgodll
assets/equity, as appropriate) of the annual | Ayl o Ul dygiull dllall allgdll 64io (6

reporting period that includes the date of initial dlaeill oag) L_T,Jngl &ubhill

application of these amendments.
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financial reporting purposes subsequent to this
effective date, this Standard applies to the entity’s

annual financial statements covering periods
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This Appendix is an integral part of IPSAS 29.

29 ololl clbél duvlaall jhigo o /;_’).U_U/c:/_’) Gbalall I2m 29/

AG1-AG126. [Deleted].

[cusan] 126-1

Hedging (paragraphs 80-113)

(113 - 80 wilaall) bgail

Hedging Instruments (paragraphs 81-86)

(86 — 81 ulysoll) baaill cilgsl

Qualifying Instruments (paragraphs 81 and 82)

(82 - 81 glijsall) almgall vilga

AG127. The potential loss on an option that an entity writes could be significantly greater than the
potential gain in value of a related hedged item. In other words, a written option is not effective
in reducing the surplus or deficit exposure of a hedged item. Therefore, a written option does
not qualify as a hedging instrument unless it is designated as an offset to a purchased option,
including one that is embedded in another financial instrument (e.g., a written call option used
to hedge a callable liability). In contrast, a purchased option has potential gains equal to or
greater than losses and therefore has the potential to reduce surplus or deficit exposure from

changes in fair values or cash flows. Accordingly, it can qualify as a hedging instrument.
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AG128. A financial asset measured at amortized cost may be designated as a hedging instrument

in a hedge of foreign currency risk.

bgai 8lal il e da0iiwall dalsill gulaall Lol Jo Dl gusei g4a 128
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AG129. [Deleted].

Jcoan] 129

AG130. An entity’s own equity instruments are not financial assets or financial liabilities of the

entity and therefore cannot be designated as hedging instruments.
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Hedged items (paragraphs 87-94)

(94-87 4j506)) lg) bgaiall 5gil

Qualifying items (paragraphs 87-89)

(89 — 87 viljsall) dlagall 2gill

AG131. A firm commitment to acquire an entity or an integrated set of activities in a public sector

combination cannot be a hedged item, except for foreign exchange risk, because the other
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risks being hedged cannot be specifically identified and measured. These other risks are

general operational risks.
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AG132. An equity method investment cannot be a hedged item in a fair value hedge because the
equity method recognizes in surplus or deficit the investor’s share of the associate’s surplus
or deficit, rather than changes in the investment's fair value. For a similar reason, an
investment in a consolidated controlled entity cannot be a hedged item in a fair value hedge
because consolidation recognizes in surplus or deficit the controlled entity’s surplus or deficit,
rather than changes in the investment's fair value. A hedge of a net investment in a foreign
operation is different because it is a hedge of the foreign currency exposure, not a fair value

hedge of the change in the value of the investment.
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AG133. Paragraph 89 states that in consolidated financial statements the foreign currency risk of
a highly probable forecast transaction within the economic entity may qualify as a hedged item
in a cash flow hedge, provided the transaction is denominated in a currency other than the
functional currency of the entity entering into that transaction and the foreign currency risk
will affect consolidated surplus or deficit. For this purpose an entity can be a controlling entity,
controlled entity, associate, joint venture or branch. If the foreign currency risk of a forecast
transaction within the economic entity does not affect consolidated surplus or deficit, the
transaction cannot qualify as a hedged item. This is usually the case for royalty payments,
interest payments or management charges between members of the same economic entity
unless there is a related external transaction. However, when the foreign currency risk of a
forecast transaction within the economic entity will affect consolidated surplus or deficit, the
transaction can qualify as a hedged item. An example is forecast sales or purchases of
inventories between members of the same economic entity if there is an onward sale of the

inventory to a party external to the economic entity. Similarly, a forecast sale of property, plant
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and equipment within the economic entity from the entity that constructed it to the entity that
will use the property, plant and equipment in its operations may affect consolidated surplus
or deficit. This could occur, for example, because the plant and equipment will be depreciated
by the purchasing entity and the amount initially recognized for the plant and equipment may
change if the forecast transaction within the economic entity is denominated in a currency

other than the functional currency of the purchasing entity.
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AG134. If a hedge of a forecast transaction within the economic entity qualifies for hedge

accounting, any gain or loss that is recognized directly in net assets/ equity in accordance with
paragraph 106(a) shall be reclassified into surplusor deficit as a reclassification adjustment in
the same period or periods duringwhich the foreign currency risk of the hedged transaction

affects consolidated surplus or deficit.
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AG135. An entity can designate all changes in the cash flows or fair value of a hedged item in a

hedging relationship. An entity can also designate only changes in the cash flows or fair value
of a hedged item above or below a specified price or other variable (a one-sided risk). The
intrinsic value of a purchased option hedging instrument (assuming that it has the same
principal terms as the designated risk), but not its time value, reflects a one-sided risk in a
hedged item. For example, an entity can designate the variability of future cash flow outcomes
resulting from a price increase of a forecast commodity purchase. In such a situation, only
cash flow losses that result from an increase in the price above the specified level are
designated. The hedged risk does not include the time value of a purchased option because
the time value is not a component of the forecast transaction that affects surplus or deficit

(paragraph 96(b)).
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Designation of Financial Items as Hedged Items (paragraphs 90 and 91)

(919 90 glisall) Lg) banio aqis Lgil (e ddlall agidl gusi

AG136. If a portion of the cash flows of a financial asset or financial liability is designated as the

hedged item, that designated portion must be less than the total cash flows of the asset or
liability. For example, in the case of a liability whose effective interest rate is below a market
related interest rate, an entity cannot designate (a) a portion of the liability equal to the
principal amount plus interest at a market related rate and (b) a negative residual portion.
However, the entity may designate all of the cash flows of the entire financial asset or financial
liability as the hedged item and hedge them for only one particular risk (e.g., only for changes
that are attributable to changes in the market rate). For example, in the case of a financial
liability whose effective interest rate is 100 basis points below the market rate, an entity can
designate as the hedged item the entire liability (i.e., principal plus interest at the market rate
minus 100 basis points) and hedge the change in the fair value or cash flows of that entire
liability that is attributable to changes in the market rate. The entity may also choose a hedge
ratio of other than one to one in order to improve the effectiveness of the hedge as described

in paragraph AG140.
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AG137. In addition, if a fixed rate financial instrument is hedged some time after its origination and

interest rates have changed in the meantime, the entity can designate a portion equal to a
benchmark rate that is higher than the contractual rate paid on the item. The entity can do so

provided that the benchmark rate is less than the effective interest rate calculated on the
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assumption that the entity had purchased the instrument on the day it first designates the
hedged item. For example, assume an entity originates a fixed rate financial asset of CU100
that has an effective interest rate of 6 percent at a time when the market rate is 4 percent. It
begins to hedge that asset some time later when the market rate has increased to 8 percent
and the fair value of the asset has decreased to CU90. The entity calculates that if it had
purchased the asset on the date it first designates it as the hedged item for its then fair value
of CU?0, the effective yield would have been 9.5 percent. Because the market rate is less than
this effective yield, the entity can designate a portion of the market rate of 8 percent that
consists partly of the contractual interest cash flows and partly of the difference between the

current fair value (i.e.,, CU90) and the amount repayable on maturity (i.e., CU100).
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AG138. Paragraph 90 permits an entity to designate something other than the entire fair value
change or cash flow variability of a financial instrument. For example:
a. All of the cash flows of a financial instrument may be designated for cash flow or fair
value changes attributable to some (but not all) risks; or
b.  Some (but not all) of the cash flows of a financial instrument may be designated for cash
flow or fair value changes attributable to all or only some risks (i.e., a “portion” of the cash
flows of the financial instrument may be designated for changes attributable to all or only

some risks).
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AG139. To be eligible for hedge accounting, the designated risks and portions must be separately

identifiable components of the financial instrument, and changes in the cash flows or fair value
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of the entire financial instrument arising from changes in the designated risks and portions

must be reliably measurable. For example:

a. For a fixed rate financial instrument hedged for changes in fair value attributable to
changes in a risk-free or benchmark interest rate, the risk-free or benchmark rate is
normally regarded as both a separately identifiable component of the financial
instrument and reliably measurable.

b. Inflation is not separately identifiable and reliably measurable and cannot be designated
as a risk or a portion of a financial instrument unless the requirements in (c) are met.

c. Acontractually specified inflation portion of the cash flows of a recognized inflation-linked
bond (assuming there is no requirement to account for an embedded derivative
separately) is separately identifiable and reliably measurable as long as other cash flows

of the instrument are not affected by the inflation portion.
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Designation of Non-Financial ltems as Hedged Items (paragraph 92)

(92 &y8all) lg) bgaio gy lgil le @dlall pe dgiyl e

AG140. Changes in the price of an ingredient or component of a non-financial asset or non-financial

liability generally do not have a predictable, separately measurable effect on the price of the
item that is comparable to the effect of, say, a change in market interest rates on the price of
a bond. Thus, a non-financial asset or non-financial liability is a hedged item only in its entirety
or for foreign exchange risk. If there is a difference between the terms of the hedging
instrument and the hedged item (such as for a hedge of the forecast purchase of Brent Crude
oil using a forward contract to purchase Light Sweet Crude oil on otherwise similar terms),
the hedging relationship nonetheless can qualify as a hedge relationship provided all the
conditions in paragraph 98 are met, including that the hedge is expected to be highly effective.
For this purpose, the amount of the hedging instrument may be greater or less than that of
the hedged item if this improves the effectiveness of the hedging relationship. For example, a

regression analysis could be performed to establish a statistical relationship between the
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hedged item (e.g., a transaction in Brent Crude oil) and the hedging instrument (e.g., a
transaction in Light Sweet Crude oil). If there is a valid statistical relationship between the two
variables (i.e., between the unit prices of Brent Crude oil and Light Sweet Crude oil), the slope
of the regression line can be used to establish the hedge ratio that will maximize expected
effectiveness. For example, if the slope of the regression line is 1.02, a hedge ratio based on
0.98 quantities of hedged items to 1.00 quantities of the hedging instrument maximizes
expected effectiveness. However, the hedging relationship may result in ineffectiveness that

is recognized in surplus or deficit during the term of the hedging relationship.
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Designation of Groups of Items as Hedged Items (paragraphs 93 and 94)
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AG141. Ahedge of an overall net position (e.g., the net of all fixed rate assets and fixed rate liabilities

with similar maturities), rather than of a specific hedged item, does not qualify for hedge
accounting. However, almost the same effect on surplus or deficit of hedge accounting for this
type of hedging relationship can be achieved by designating as the hedged item part of the
underlying items. For example, if a bank has CU100 of assets and CU90 of liabilities with risks
and terms of a similar nature and hedges the net CU10 exposure, it can designate as the
hedged item CU10 of those assets. This designation can be used if such assets and liabilities
are fixed rate instruments, in which case it is a fair value hedge, or if they are variable rate
instruments, in which case it is a cash flow hedge. Similarly, if an entity has a firm commitment
to make a purchase in a foreign currency of CU100 and a firm commitment to make a sale in
the foreign currency of CU90, it can hedge the net amount of CU10 by acquiring a derivative
and designating it as a hedging instrument associated with CU10 of the firm purchase

commitment of CU100.
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AG143. An example of a cash flow hedge is the use of a swap to change floating rate debt to fixed | ($3 3 il doyléo oladiwl sagill (Goadl bgai e aliolll o 143
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AG144. A hedge of a firm commitment (e.g., a hedge of the change in fuel price relating to an | buipall 2gdgll JLS)_uJT 0 il baaill Jio) ojlall blijll bgai pis) 144
unrecognized contractual commitment by an electric utility to purchase fuel at a fixed price) | (Cul ey 298¢l elpid cbygadl @5 Jub o Cudo pe (sasled oljill
is a hedge of an exposure to a change in fair value. Accordingly, such a hedge is a fair value | lam Jio pis) .2lal leyq dolell dawll 6 peill Ppeill bgai g
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Assessing Hedge Effectiveness bagaill dlelsd oygéhy
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in the fair value or cash flows of the hedging instrument, or by demonstrating a high | 0 &ololl Wilpill 20 gl bgaiall jblaolly déleiall dl bgaiall
statistical correlation between the fair value or cash flows of the hedged item and those | caldl JU5 o gT bagaill 6121 @asill cilésaill gT dalell dousll
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AG146. Effectiveness is assessed, at a minimum, at the time an entity prepares its annual financial | lgailgé dgall ayo 2= (sall cubgll (o Jodl Gle ddelall ajqéi oiy 146
statements. .y giudl adloll

AG147. This Standard does not specify a single method for assessing hedge effectiveness. The | déybll (&ihiq .bgaill aleld ouqdil 6anlg adyb jueoll 1am 2aay I 147

method an entity adopts for assessing hedge effectiveness depends on its risk management | 6j13] 0 lglawiliwl le bgaill dulelo 0ygdi 6 dgall lgouil il
strategy. For example, if the entity's risk management strategy is to adjust the amount of the | jblaall §)l5] (6 dgall dinyiliwl uils 15] Jadl Juaw Gle gblaall
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AG148. If an entity hedges less than 100 percent of the exposure on an item, such as 85 percent, it
shall designate the hedged item as being 85 percent of the exposure and shall measure
ineffectiveness based on the change in that designated 85 percent exposure. However, when
hedging the designated 85 percent exposure, the entity may use a hedge ratio of other than
one to one if that improves the expected effectiveness of the hedge, as explained in paragraph
AG140.
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AG149. If the principal terms of the hedging instrument and of the hedged asset, liability, firm
commitment or highly probable forecast transaction are the same, the changes in fair value
and cash flows attributable to the risk being hedged may be likely to offset each other fully,
both when the hedge is entered into and afterwards. For example, an interest rate swap is
likely to be an effective hedge if the notional and principal amounts, term, repricing dates,
dates of interest and principal receipts and payments, and basis for measuring interest rates
are the same for the hedging instrument and the hedged item. In addition, a hedge of a highly
probable forecast purchase of a commodity with a forward contract is likely to be highly
effective if:

a. Theforward contract is for the purchase of the same quantity of the same commodity at
the same time and location as the hedged forecast purchase;

b.  The fair value of the forward contract at inception is zero; and

c. Either the change in the discount or premium on the forward contract is excluded from
the assessment of effectiveness and recognized in surplus or deficit or the change in
expected cash flows on the highly probable forecast transaction is based on the forward

price for the commodity.
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AG150. Sometimes the hedging instrument offsets only part of the hedged risk. For example, a | .héo lg) bgaiall iblaall o Zjo glodl jhey 0 baaill 8lal oogei 150
hedge would not be fully effective if the hedging instrument and hedged item are denominated | bgaill 8lal cils 5] Joldlb delo bgaill g4y U Juadl Juw Sle
in different currencies that do not move in tandem. Also, a hedge of interest rate risk using a | (0 p2ill goljj 20g) U dolito iilas) lagic pgéo al bgaioll aiylg
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AG152. Paragraph 83(a) permits an entity to separate the intrinsic value and time value of an option | 28=]) duojll doudllg duéréa]l doysll Jmoaoy dgall () 83 6108l o 152
contract and designate as the hedging instrument only the change in the intrinsic value of the | 26q .bgaill 8lal LQ_JT ole bas aiéi6all dagsll o pill gueig b
option contract. Such a designation may result in a hedging relationship that is perfectly | @udai 0 Jol5 JAdy delo bgai as e gueil 13 Jio e aily
effective in achieving offsetting changes in cash flows attributable to a hedged one-sided risk | lg) bgaio jblio (JI &yguiioll a8l WléoaTl o dutygei Cilpei
of a forecast transaction, if the principal terms of the forecast transaction and hedging | dloleal duwlw Il bgpidl cuils 5] .de6gio dloleal 2olg wiily wuls
instrument are the same. baaill 651 lguwéi (» de6qio
AG153. If an entity designates a purchased option in its entirety as the hedging instrument of a one- | bgaJj slol af le clloﬁb SHw W el dgall cuwls Jb 0 153
sided risk arising from a forecast transaction, the hedging relationship will not be perfectly | ddlc yq4i (lo d=dqio doleo (o @il aolg wibh o blhal
effective. This is because the premium paid for the option includes time value and, as stated | Jyl&o 63200l 6gUell UT ells o cullg ol Jauy dleld bgaill
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AG154. In the case of interest rate risk, hedge effectiveness may be assessed by preparing a | JU5 go bgaill dlelo 0ygdi 4oy 835l Jazo jblao dlb o 154
maturity schedule for financial assets and financial liabilities that shows the net interest rate | 6l ¢ dulall Wloljil Ulg dylall Jan1) @leniwl Jgao alac|
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AG155. In assessing the effectiveness of a hedge, an entity generally considers the time value of | .2g&ill diofll daysll juic Ul 6 dgall 257 bgaill dylelsd 0ygdi aic 155
money. The fixed interest rate on a hedged item need not exactly match the fixed interest rate | @l bgaiall aidl (e culil 8ailell Jaeo @Gilby QT o)l guilg
on a swap designated as a fair value hedge. Nor does the variable interest rate on an interest- | doyd bgaj l_ng le dusall arylsall le cwlill 6aile)l Jamo Lolad
bearing asset or liability need to be the same as the variable interest rate on a swap designated | lc piall 62iloll Jaoo g4y UT sJjgdl go gud ail las dlale
as a cash flow hedge. A swap's fair value derives from its net settlements. The fixed and | (Jc p=ioll 6alell Jaoo g4y gT 62ilay Joowll ol Ul gT Jodl
variable rates on a swap can be changed without affecting the net settlement if both are | dalell doéll Giuig .(S26i (G037 bgaj LQ_I' Lle diueo dmylao
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AG156. If an entity does not meet hedge effectiveness criteria, the entity discontinues hedge | duwloo ge wa6qii lgilo [bgaill dulelo bulgr dgall wogiui o) 5] 156

accounting from the last date on which compliance with hedge effectiveness was
demonstrated. However, if the entity identifies the event or change in circumstances that
caused the hedging relationship to fail the effectiveness criteria, and demonstrates that the
hedge was effective before the event or change in circumstances occurred, the entity

discontinues hedge accounting from the date of the event or change in circumstances.
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AG156A. For the avoidance of doubt, the effects of replacing the original counterparty with a clearing
counterparty and making the associated changes as describedin paragraphs 102(a)(ii) and
112(a)(ii) shall be reflected in the measurement of the hedging instrument and therefore in the

assessment of hedge effectivenessand the measurement of hedge effectiveness.
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Fair Value Hedge Accounting for a Portfolio Hedge of Interest Rate Risk
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AG157. For a fair value hedge of interest rate risk associated with a portfolio of financial assets or

financial liabilities, an entity would meet the requirements of this Standard if it complies with

the procedures set out in (a)-(i) and paragraphs AG158-AG175 below.

a.

As part of its risk management process the entity identifies a portfolio of items whose
interest rate risk it wishes to hedge. The portfolio may comprise only assets, only
liabilities or both assets and liabilities. The entity may identify two or more portfolios, in
which case it applies the guidance below to each portfolio separately.

The entity analyses the portfolio into repricing time periods based on expected, rather
than contractual, repricing dates. The analysis into repricing time periods may be
performed in various ways including scheduling cash flows into the periods in which they
are expected to occur, or scheduling notional principal amounts into all periods until
repricing is expected to occur.

On the basis of this analysis, the entity decides the amount it wishes to hedge. The entity
designates as the hedged item an amount of assets or liabilities (but not a net amount)
from the identified portfolio equal to the amount it wishes to designate as being hedged.
This amount also determines the percentage measure that is used for testing
effectiveness in accordance with paragraph AG169(b).

The entity designates the interest rate risk it is hedging. This risk could be a portion of the
interest rate risk in each of the items in the hedged position, such as a benchmark interest
rate (e.g., a swap rate).

The entity designates one or more hedging instruments for each repricing time period.
Using the designations made in (c)-(e) above, the entity assesses at inception and in
subsequent periods, whether the hedge is expected to be highly effective during the
period for which the hedge is designated.

Periodically, the entity measures the change in the fair value of the hedged item (as
designated in (c)) that is attributable to the hedged risk (as designated in (d)), on the basis

of the expected repricing dates determined in (b). Provided that the hedge is determined
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actually to have been highly effective when assessed using the entity’s documented
method of assessing effectiveness, the entity recognizes the change in fair value of the
hedged item as a gain or loss in surplus or deficit and in one of two line items in the
statement of financial position as described in paragraph 100. The change in fair value
need not be allocated to individual assets or liabilities.

h. The entity measures the change in fair value of the hedging instrument(s) (as designated
in (e)) and recognizes it as a gain or loss in surplus or deficit. The fair value of the hedging
instrument(s) is recognized as an asset or liability in the statement of financial position.
Any ineffectiveness will be recognized in surplus or deficit as the difference between the
change in fair value referred to in (g) and that referred to in (h) (effectiveness is measured

using the same materiality considerations as in other IPSASs).
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AG158. This approach is described in more detail below. The approach shall be applied only to a
fair value hedge of the interest rate risk associated with a portfolio of financial assets or

financial liabilities.
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AG159. The portfolio identified in paragraph AG157(a) could contain assets and liabilities.

Alternatively, it could be a portfolio containing only assets, or only liabilities. The portfolio is
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example any amount of the assets between CUO and CU100). The designation is expressed as
an “amount of a currency” (e.g., an amount of dollars, euro, pounds or rand) rather than as
individual assets. It follows that all of the assets (or liabilities) from which the hedged amount

isdrawn —i.e., all of the CU100 of assets in the above example — must be:

as hedged individually. In particular, because IPSAS 41 specifies that the fair value of a
financial liability with a demand feature (such as demand deposits and some types of time
deposits) is not less than the amount payable on demand, discounted from the first date
that the amount could be required to be paid, such an item cannot qualify for fair value
hedge accounting for any time period beyond the shortest period in which the holder can
demand payment. In the above example, the hedged position is an amount of assets.
Hence, such liabilities are not a part of the designated hedged item, but are used by the
entity to determine the amount of the asset that is designated as being hedged. If the
position the entity wished to hedge was an amount of liabilities, the amount representing
the designated hedged item must be drawn from fixed rate liabilities other than liabilities
that the entity can be required to repay in an earlier time period, and the percentage
measure used for assessing hedge effectiveness in accordance with paragraph AG169(b)
would be calculated as a percentage of these other liabilities. For example, assume that
an entity estimates that in a particular repricing time period it has fixed rate liabilities of
CU100, comprising CU40 of demand deposits and CU60 of liabilities with no demand
feature, and CU70 of fixed rate assets. If the entity decides to hedge all of the net position
of CU30, it designates as the hedged item liabilities of CU30 or 50 percent (CU30 / (CU100
- CU40) = 50 percent) of the liabilities with no demand feature.
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AG162. The entity also complies with the other designation and documentation requirements set
out in paragraph 98(a). For a portfolio hedge of interest rate risk, this designation and
documentation specifies the entity’s policy for all of the variables that are used to identify the
amount that is hedged and how effectiveness is measured, including the following:

a.  Which assets and liabilities are to be included in the portfolio hedge and the basis to be
used for removing them from the portfolio.

b. How the entity estimates repricing dates, including what interest rate assumptions
underlie estimates of prepayment rates and the basis for changing those estimates. The
same method is used for both the initial estimates made at the time an asset or liability
is included in the hedged portfolio and for any later revisions to those estimates.

c.  The number and duration of repricing time periods.

d. How often the entity will test effectiveness and which of the two methods in paragraph
AG169 it will use.

e. The methodology used by the entity to determine the amount of assets or liabilities that
are designated as the hedged item and, accordingly, the percentage measure used when
the entity tests effectiveness using the method described in paragraph AG169(b).

f.  When the entity tests effectiveness using the method described in paragraph AG169(b),
whether the entity will test effectiveness for each repricing time period individually, for
all time periods in aggregate, or by using some combination of the two.

The policies specified in designating and documenting the hedging relationship shall be in

accordance with the entity’s risk management procedures and objectives. Changes in policies
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AG163. The hedging instrument referred to in paragraph AG157(e) may be a single derivative or a

portfolio of derivatives all of which contain exposure to the hedged interest rate risk
designated in paragraph AG157(d). Such a portfolio of derivatives may contain offsetting risk
positions. However, it may not include written options or net written options, because
paragraph 86 of the Standard and paragraph AG127 do not permit such options to be
designated as hedging instruments (except when a written option is designated as an offset to
a purchased option). If the hedging instrument hedges the amount designated in paragraph
AG157(c) for more than one repricing time period, it is allocated to all of the time periods that
it hedges. However, the whole of the hedging instrument must be allocated to those repricing
time periods because paragraph 84 of the Standard does not permit a hedging relationship to
be designated for only a portion of the time period during which a hedging instrument remains

outstanding.
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AG164. When the entity measures the change in the fair value of a prepayable item in accordance

with paragraph AG157(g), a change in interest rates affects the fair value of the prepayable
item in two ways: it affects the fair value of the contractual cash flows and the fair value of the

prepayment option that is contained in a prepayable item. Paragraph 90 of the Standard
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permits an entity to designate a portion of a financial asset or financial liability, sharing a
common risk exposure, as the hedged item, provided effectiveness can be measured. For
prepayable items, paragraph 91 permits this to be achieved by designating the hedged item in
terms of the change in the fair value that is attributable to changes in the designated interest
rate on the basis of expected, rather than contractual, repricing dates. However, the effect that
changes in the hedged interest rate have on those expected repricing dates shall be included
when determining the change in the fair value of the hedged item. Consequently, if the
expected repricing dates are revised (e.g., to reflect a change in expected prepayments), or if
actual repricing dates differ from those expected, ineffectiveness will arise as described in
paragraph AG169. Conversely, changes in expected repricing dates that (a) clearly arise from
factors other than changes in the hedged interest rate, (b) are uncorrelated with changes in
the hedged interest rate, and (c) can be reliably separated from changes that are attributable
to the hedged interest rate (e.g., changes in prepayment rates clearly arising from a change in
demographic factors or tax regulations rather than changes in interest rate) are excluded
when determining the change in the fair value of the hedged item, because they are not
attributable to the hedged risk. If there is uncertainty about the factor that gave rise to the
change in expected repricing dates or the entity is not able to separate reliably the changes
that arise from the hedged interest rate from those that arise from other factors, the change

is assumed to arise from changes in the hedged interest rate.
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AG165. The Standard does not specify the techniques used to determine the amount referred to in

paragraph AG157(g), namely the change in the fair value of the hedged item that is attributable
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AG167. Paragraph AG157(i) notes that ineffectiveness arises to the extent that the change in the | 2ol L] Ly aulelsll bt QT SIHM157 @Gubill culaly] 6p60 s 167
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a. Actual repricing dates being different from those expected, or expected repricing dates | 2yjlgi Jya=j gT Aeoqiall elli ge ddsoll powill 6ole| ayjlgi Lolisl 1
being revised: gl 6ole)
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c. The payment dates of the hedging instrument and the hedged item being different; and »qidl oas
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Such ineffectiveness (applying the same materiality considerations in other PSASs) shall be

identified and recognized in surplus or deficit.
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AG168. Generally, the effectiveness of the hedge will be improved:

a.

If the entity schedules items with different prepayment characteristics in a way that takes
account of the differences in prepayment behavior.

When the number of items in the portfolio is larger. When only a few items are contained
in the portfolio, relatively high ineffectiveness is likely if one of the items prepays earlier
or later than expected. Conversely, when the portfolio contains many items, the
prepayment behavior can be predicted more accurately.

When the repricing time periods used are narrower (e.g., 1-month as opposed to 3-month
repricing time periods). Narrower repricing time periods reduce the effect of any
mismatch between the repricing and payment dates (within the repricing time period) of
the hedged item and those of the hedging instrument.

The greater the frequency with which the amount of the hedging instrument is adjusted
to reflect changes in the hedged item (e.g., because of changes in prepayment

expectations).

logac bgaill dlels guniiw 168

6lin0 J410 3law wilaw lg) 994y Gl ogiull @gany dgall cuols I5]
Farall slawl elgh 6 wile s Ul gluwall Lo 350 dayhy

sac ¢llia g4y loaicq b dbanall 0 gl ac yghy loaic .
0947 of aopall go dhanoll Lo dgadiall agill o hao Juls
200 jasall alaudl gl8 13] dglelsll pac o o dyle dgpn ellia
loaic s go gudell Jeg .269io0 ga o) §od gl @ilw dgill
ool elolw 2697 ¢hoy dilo ogill o ya=ll dbhoaall (sqing
&2 J4sy auall

yaub 1io) yosl doaaiwall peawill 6sle ) agiofll ciljiall gg4i loaic .2
cilgiall olo (el 8sle 1) ayiojll ciljiall (o jgubl &illi Jilso aslg
aylai w d&ilbo cqu T 5T go J1&7 pewill 83lel) ns Il dgojll
2l (el éolet) duiofl 8jiall gopd) pewill 6le| Aylgig 202l
bgnill 81l aplall ellig bgaiall

Cilpeill gudey baaill 8151 glio Jiasi aws aly sall jlail ol lals 5
(puall sl ilesgi (6 Cilpeil cuwy lio) al bgadall Al 6

AG169. An entity tests effectiveness periodically. If estimates of repricing dates change between

one date on which an entity assesses effectiveness and the next, it shall calculate the amount

of effectiveness either:

a.

As the difference between the change in the fair value of the hedging instrument (see

paragraph AG157(h)) and the change in the value of the entire hedged item that is
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percentage. The procedures set out in paragraph AG169(b) are then repeated at the next date

it tests effectiveness.
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AG171. Items that were originally scheduled into a repricing time period may be derecognized

because of earlier than expected prepayment or write-offs caused by impairment or sale.
When this occurs, the amount of change in fair value included in the separate line item referred
to in paragraph AG157(g) that relates to the derecognized item shall be removed from the
statement of financial position, and included in the gain or loss that arises on derecognition of
the item. For this purpose, it is necessary to know the repricing time period(s) into which the
derecognized item was scheduled, because this determines the repricing time period(s) from
which to remove it and hence the amount to remove from the separate line item referred to in
paragraph AG157(g). When an item is derecognized, if it can be determined in which time
period it was included, it is removed from that time period. If not, it is removed from the earliest
time period if the derecognition resulted from higher than expected prepayments, or allocated
to all time periods containing the derecognized item on a systematic and rational basis if the

item was sold or became impaired.
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AG172. In addition, any amount relating to a particular time period that has not been derecognized

when the time period expires is recognized in surplus or deficit at that time (see paragraph
100). For example, assume an entity schedules items into three repricing time periods. At the
previous redesignation, the change in fair value reported in the single line item in the
statement of financial position was an asset of CU25. That amount represents amounts
attributable to periods 1, 2 and 3 of CU7, CU8 and CU10, respectively. At the next redesignation,

the assets attributable to period 1 have been either realized or rescheduled into other periods.
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Therefore, CU7 is derecognized from the statement of financial position and recognized in
surplus or deficit. CU8 and CU10 are now attributable to periods 1 and 2, respectively. These
remaining periods are then adjusted, as necessary, for changes in fair value as described in
paragraph AG157(g).
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ool 8olef aieq . Jigll e (sagew Jby 109 wsagew Jly 8g
6alcl of 1 el Gl @quiall Joodl @875 ai 16 gq4y .l
g2 il 7 dogs il elal] aly lla) (sl wiljis ] lgilgan
iy jasll of gadlall wlus o Lgili] aig el j5jall aafls go
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©j4 g Lo lowwo agéiiall wljioll oaa Jyawi ells a9 aiig . Jlgill
Gubill vl 666 0 19930 ga Las dolell daysll o wilpsill

()157

AG173. As aniillustration of the requirements of the previous two paragraphs, assume that an entity | dgaay Cold dgall UT PHa cpisslull cuisall lidbiol aumdgis 173
scheduled assets by allocating a percentage of the portfolio into each repricing time period. | &uioj 86 4 (] dBaaall o dgio duwi (pupai JUs go Joodl
Assume also that it scheduled CU100 into each of the first two time periods. When the first | (J| (sagew Jbj 100 dgany cuols LQ_JT =Y paig el 6ol
repricing time period expires, CU110 of assets are derecognized because of expected and | duiojll &jiall dDT D8I loaicg u.ngjJI Guwiofl giiell o J5
unexpected repayments. In this case, all of the amount contained in the separate line item | (0 &3g2w cullly 110 dous bl clol] ol pewil 8alcyd gl
referred to in paragraph AG157(g) that relates to the first time period is removed from the | cl2] 0% .dlall 02s (09 .208qiall péq gégiall il Ly Jan I
statement of financial position, plus 10 percent of the amount that relates to the second time | ulalwy] 6386 (6 ay] jliwall Jéiwall aidl 6 Jgouuall 2lwall Jolb
period. Sl jBpoll aalls o Sladll dwiofll sxially buipall ()157 @Guhill
awlil &uiofl syially bujjal $liall 40 %10 )] ol b

AG174. If the hedged amount for a repricing time period is reduced without the related assets (or | (g pewill 63lel) diteo duioj 6ol dl bgaioll lall Huasi ails] 174
liabilities) being derecognized, the amount included in the separate line item referred to in | (s2J| gluall alaiiwl aiy a8 el vls (Culol iUl gT) Joo Ul vl ]
paragraph AG157(g) that relates to the reduction shall be amortized in accordance with | ()157 @Guhil wisliyl 6160 6 ay] jlirall Jélwall 2l diors
paragraph 104, 104 8p8al) 186g Puesill §leioll

AG175. An entity may wish to apply the approach set out in paragraphs AG157-AG174 to a portfolio | culaliy)l ciljeo 0 gioll Jaanll Guhi o dgall Ly UT gday 175

hedge that had previously been accounted for as a cash flow hedge in accordance with IPSAS
29. Such an entity would revoke the previous designation of a cash flow hedge in accordance

with paragraph 112(d), and apply the requirements set out in that paragraph. It would also

l80g dic duulaoll Ciai (sall @hano bgai e 174 -157 @Guhill
dgall 03m 2l bl 0as ,0g .29 plall clboll dwboll jleol
Guhig () 112 gpsall 8oq a8l Goaill bgai @lull gusil
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Appendix A: Application Guidance Gubill Gl | &olo

redesignate the hedge as a fair value hedge and apply the approach set out in paragraphs | &l oa® 0 dgall pgai los ool el 0 6)9520]l bl
AG157-AG174 prospectively to subsequent accounting periods. ciadl Jsa0dl (Gibig dalell doysl) bgais baaill guei 6olel LEUT
aljiel Gle Gl }JELJ 174 =187 @Gubil bl wheo o

aéo Wl duwlaoll
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Appendix C: Hedges of a Net Investment in a Foreign Operation

This Appendix is an integral part of IPSAS 29.
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o] ayl 0 laiLwll Lolo Cilbgai o @l
.29,0&//;[5.&[/@&0///4;_20(}0&;@1/@: Gbalal Iam 29/

Introduction

doadall

C1. Many reporting entities have investments in foreign operations (as defined in IPSAS | &6}2.0 oo W) Q.LLIDT Whlae 6 Wijlodiwl pyeil) 6320l tilgall o sl elliai 1
4, paragraph 10). Such foreign operations may be controlled entities, associates, | lilo=ll 02 (yg4aj ol oAoyg (4 olell glbsll duwlball Juso (o 10 épeall o
joint ventures or branches. IPSAS 4 requires an entity to determine the functional | «lhiig .cqpo gT a5 g2ylio gT alioj wilgo gT lgule thuwo wilgs duindl
currency of each of its foreign operations as the currency of the primary economic | lgilillac o0 J4J &gl dlosll 2207 UT dagall o 4 ploll clbhsll duwlaoll jueo
environment of that operation. When translating the results and financial position of | A5l dony aicq .ddasell ¢l duulwl @slnisl diwl dac Jio duinll
a foreign operation into a presentation currency, the entity is required to recognize | §gpo il agall go wilbi dilo W pje doc Ll awinl alac 0o Slall j51allg
foreign exchange differences directly in net assets/equity until it disposes of the | as1iwi (id dblall Ggés/ Jqolll Ol (6 6pulio auin Il cdasll Jigas
foreign operation. Auis Il aulosll

C2. Hedge accounting of the foreign currency risk arising from a net investment in a | quloc 0 Jladiwl ol o dtnlill qmjﬂ dlosll iblaal baaill duwlbo Gibiiw .2
foreign operation will apply only when the net assets of that foreign operation are adlall aflgall Lo iiy_i:)ﬂl dulasll el JgDill oo cuani ol loaic bao w|
included in the financial statements. This will be the case for consolidated financial aly Ll adlall adlgallg Bangall alall aflgall auuill Al (oo 04d Jgiluw
statements, financial stateme.nts in wh|ch investments su'ch as'assouates or joint olaAil dﬁp.u.l.o.ll g._l_JLliloﬂ gT alyojll Cilgal d—LO uleoihu_IJl sic anwlaall lgio
venters are accounted for using the equity method and financial statements that .
include a branch or joint operations as defined in IPSAS 37. The item being hedged P o5 (ﬁw Whlac gl Lcc}_c') ganl ‘—*L” dlloll pilgallg asloll Ggan dayb
with respect to the foreign currency risk arising from the net investment in a foreign logo a bgaiall 2l yay ol vaag 37 olell clbél) dpwbolljiuso L—”O LO}R0
operation may be an amount of net assets equal to or less than the carrying amount | (0 |S=LLLD QJJJJT dadoc 0 Jlodiw Ul DDLD oo dwll auin Il dasll bl @lei
of the net assets of the foreign operation. auin Il dlasll Jgo Il slod dyisall dousll o Jol gl lgluo Jgndl ol

C3. IPSAS 29 requires the designation of an eligible hedged item and eligible hedging | bgall lLJlngg Jd®@dall dd bgaiall 2l guei 29 plell clbholl duwlboll jueo wlhiy .3

instruments in a hedge accounting relationship. If there is a designated hedging
relationship, in the case of a net investment hedge, the gain or loss on the hedging
instrument that is determined to be an effective hedge of the net investment is
recognized directly in net assets/equity and is included with the foreign exchange
differences arising on translation of the results and financial position of the foreign

operation.

by 6 w0 bgaj @sule wlia cuild 13] bgaill duwlho dslle o dlagall
Al il bgaill 8laT 6 8jlwall ol cowdall bl ek ailo ladiw il Lolo bgaj
@geo / Jandl 8lo (6 dpilio jladiwl olnl Ilels Ibgai gg4il loayani
2Ll dooyi aie alblll auis Il viilasll Jigai @apo 2o lgiani aig aaloll

auin Il aasl ol j5pallg
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C4. This

its n

appendix applies to an entity that hedges the foreign currency risk arising from

et investments in foreign operations and wishes to qualify for hedge accounting

in accordance with IPSAS 29. It should not be applied by analogy to other types of

hedge accounting. This appendix refers to such an entity as a controlling entity and

to th

as c

e financial statements in which the net assets of foreign operations are included

onsolidated financial statements. All references to a controlling entity apply

equally to an entity that has a net investment in a foreign operation that is a joint

vent

ure, an associate or a branch.

oo ge alblll auis Dl dlosll jblao bgat dgs sl Lo @alall 13 Gibiy 4
Jual g bgaill dwslaal Jalil o Ly aubdl vllasll Lo liljloiiwl
elgidll e gulall Jib go adpbi iy of geiy Ug 29 olell clball dulaall
bpbuwo a5 gall o3 Jio J] @aloll 13 piyg bgaill duulbho go sl
allo 0ilgas duin Dl vililasll Jgol olo guani lgws ek il allal eflgall Llg
Sl daall Gle golhio Jaudy sphpwall dgal) wililill g @ihilg 63090
ol &dluoj ago gl Byiivo legpito g4y il auindl dasll o jlaiiwl olo clliad

€40

C5. This

a.

appendix provides guidance on:

Identifying the foreign currency risks that qualify as a hedged risk in the hedge
of a netinvestment in a foreign operation, given that an entity with many foreign
operations may be exposed to a number of foreign currency risks. It specifically
addresses:

Whether the controlling entity may designate as a hedged risk only the
foreign exchange differences arising from a difference between the
functional currencies of the controlling entity and its foreign operation, or
whether it may also designate as the hedged risk the foreign exchange
differences arising from the difference between the presentation currency
of the controlling entity’s consolidated financial statements and the
functional currency of the foreign operation; and

If the controlling entity holds the foreign operation indirectly, whether the
hedged risk may include only the foreign exchange differences arising
from differences in functional currencies between the foreign operation
and its immediate controlling entity, or whether the hedged risk may also
include any foreign exchange differences between the functional currency
of the foreign operation and any intermediate or ultimate controlling entity

(i.e., whether the fact that the net investment in the foreign operation is

b L) L] @alall 13 jogy 5
0lo bgai o Ll bgalo tblhas Ja§i il auisdl dlasll jblao xany
daaiall auin Dl wililasll wils dgall of Gl il duisl ddac 6 jlaiiwl
1201l ang Gle Joling auindl dlasll jblao go 230l Byeii ol ghoy

auis Il citlasll Jigai @gpo guei spbuo dga) gaaall go gls 13]
anin Il Lgidacq épbuuall dgall aarbgll cutlasll gu @l o aidlil
J1977 @gp6 Laiini 1Byl ghaall 4o gl5 15] bo gl lg) bgaio tblaas has
830gall éallall ajlgall oyl dlac gu @l ge atill duwn )l villosll
g :lg) bgaio jblans auin Il gilas) diaubgll dlasllg spbyuall dgall
5] Lo ublio pe JAudy duindl dlas)l haini spbuuall dgall cuils 15]
witlosll Jigai Ggpo bao lg) bgniall hlaall gani of gaaall go gl
duindl adasll qu dobgll cullasll 0 wlsgpall e aibll duin
lg) baniall fhlaall ghaall go gl 5] o g Builo sl Lgilgag
alosll wabgll dosll gu auisl wilac Jigal Gopo sl gand of
lgJ bgniall jblaall g4aall go glb ol 8pilio dbuuall lgilgag duin
«slg auin Il dulasllg daibgll dlosll gu auisl villac Ggjo sl gand of
Jadiwdl Golo of asss ciils 1] Lo sl) aflgi gf dbuwg spbuwo dgo
e Jgi dbhyug sibuuo dga JUb o asliol ey duin Il dasll Lo

(awlgill 6phywall dgall aslnis Ul pblaall

(1)
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Appendix C: Hedges of a Net Investment in a Foreign Operation
held through an intermediate controlling entity affects the economic risk
to the ultimate controlling entity).

b.Where in an economic entity the hedging instrument can be held. It specifically
addresses:

i IPSAS 29 allows an entity to designate either a derivative or a non-
derivative financial instrument (or a combination of derivative and non-
derivative financial instruments) as hedging instruments for foreign
currency risk. This appendix addresses whether the nature of the hedging
instrument (derivative or non-derivative) or the method of consolidation
affects the assessment of hedge effectiveness.

ii. This appendix also addresses where, within an economic entity, hedging
instruments that are hedges of a net investment in a foreign operation can
be held to qualify for hedge accounting i.e., whether a qualifying hedge
accounting relationship can be established only if the entity hedging its net
investment is a party to the hedging instrument or whether any entity
within the economic entity, regardless of its functional currency, can hold
the hedging instrument.

c. How an entity should determine what amount of the gain or loss recognized in
net assets/equity should be recognized directly in surplus or deficit for both the
hedging instrument and the hedged item as IPSAS 4 and IPSAS 29 require
cumulative amounts recognized directly in net assets/equity relating to both the
foreign exchange differences arising on translation of the results and financial
position of the foreign operation and the gain or loss on the hedging instrument
that is determined to be an effective hedge of the net investment to be
recognized directly when the controlling entity disposes of the foreign operation.

It specifically addresses:

Lo @olall Jolily .@yoloisl dgo o bgaill 8lol 2929 gbooll go g4 boaic .

1y20ill dag e Gl

gl &aiito aylo 8laf Larini dgall 29 plell clbal) dnwlhall jueo 2oy (1)
815 (aaiiwll pe gl dsiirall alladl ilgadl (o dcgano gf) @i pe
8lal asub cuils 15] bo @alall 15m Jalilyg duis Il dlasl iblia) baa
banill aels a)gai e [i§i (@aiio pe gl @aiiio 8lal) baaill

cilgal blaindl g4y doloisl dgn Jala .ol 1Bl @alall 13m Joliy (2)
Joliy 5 auindl alasll L6 jlatiwll oln) wilbgai pisi il bgaill
baai duwlo ds1le guwl g4aall go g5 13] bo sl baaill duwlaal
bgaill 8131 0 b lajlajiul olo) dgall bgai gls 13] bao dlago
oc bl ae) aplnis Ul dgall g dgo s B ghaall 4o ¢l8 13] Lo f
bgaill 8oL blaisl auabgll Lgilac
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4 ploll glbsll dwlaoll Jueo wilbi) cus d bgaiall aidlg bgaill 8lal o

SOl (6 Bpilo daaniall gluoll vl 29 elell clbhall duwlall jusog

alilll awin Il cillooll Jigai g oo J4u daleiall &bl §gan / Joodl

8lal 0 8jluall Luwdallg duin Il alosl) lall jbyallg a5l @ooy (o

6pilo aili] i (sl jladiwdl olod dlelo Ibgai Lgigs cui Lill bgaill

120l dog e Jgling i Il dulasll 8phuwall dgall aeuiui loadc

blidl go 2luall La Lo Wlgl bgaio cuils duinl dloc asyiwi boaic (1)
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Appendix C: Hedges of a Net Investment in a Foreign Operation
i When a foreign operation that was hedged is disposed of, what amounts
from the controlling entity’s foreign currency translation reserve in respect
of the hedging instrument and of that foreign operation should be
recognized in surplus or deficit in the controlling entity’s consolidated
financial statements; and
il. Whether the method of consolidation affects the determination of the

amounts to be recognized in surplus or deficit.

Application of IPSAS 29 to Hedges of a Net Investment in a Foreign Operation

QLLL:)T dadac (0 jlaliwll oo cilbgai Lle 29 plall glbéll duwlroll oo Gubi

Nature of the Hedged Risk and Amount of the Hedged Iltem for which a Hedging

Relationship may be Designated

g/ bgai dbllc gyl oy 1l @ baiall 2iyl daibg lp) bgaial soliall dayb

Cé6. Hedge accounting may be applied only to the foreign exchange differences arising
between the functional currency of the foreign operation and the controlling entity’s

functional currency.

ow aRill awindl ciilesll Jigay Ggpo Lle boaill duwlho Gubi hao gba 6
Sybuuiall dgall daiball dosllg auin Il dlasl qaball dlasll

C7. In a hedge of the foreign currency risks arising from a net investment in a foreign
operation, the hedged item can be an amount of net assets equal to or less than the
carrying amount of the net assets of the foreign operation in the consolidated
financial statements of the controlling entity. The carrying amount of the net assets
of a foreign operation that may be designated as the hedged item in the consolidated
financial statements of a controlling entity depends on whether any lower level
controlling entity of the foreign operation has applied hedge accounting for all or
part of the net assets of that foreign operation and that accounting has been

maintained in the controlling entity’s consolidated financial statements.

of g4 il dulac o jlajiul Golo go atbll auin Dl dasll jblial bgai 6.7

ayioall aousll o Jol gl sqluy Jandl olo ¢o el al baaiall 2yl gg4y

20i9ig Spbuuall dgall 6angall alall oilgall 6 auindl aasll Jgol olnl

a bgaio 2ii8 lginel al o 4oy auis Il ailasll Jgol olnl ayioall aasl

0 8pbuo dga sl cuils 13] Lo e dyhuwo dgal 6a0gall dylall aflgall 6

e5 gl 2103 Gle bgaill ¢e dwlao Ciaib 15 duid Il dlasll Ll Jsl sgiuo

0 bl el Lo elanll o7 26 alg auin Il dulosll elli Jgol Lolo o
Spbuuall dgall angall alall aflgall

C8. The hedged risk may be designated as the foreign currency exposure arising
between the functional currency of the foreign operation and the functional currency
of any controlling entity (the immediate, intermediate or ultimate controlling entity)

of that foreign operation. The fact that the net investment is held through an

o Lol dwin Il aasll vilail i Lgil Lo gl bgaiall iblaall quei G40 8

dgall) sphuuo dgo I eyl dlasllg auisl ddasll doiball dlasll
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Appendix C: Hedges of a Net Investment in a Foreign Operation
intermediate controlling entity does not affect the nature of the economic risk arising

from the foreign currency exposure to the ultimate controlling entity.
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C9.

An exposure to foreign currency risk arising from a net investment in a foreign
operation may qualify for hedge accounting only once in the consolidated financial
statements. Therefore, if the same net assets of a foreign operation are hedged by
more than one controlling entity within the economic entity (e.g., both a direct and
an indirect controlling entity) for the same risk, only one hedging relationship will
qualify for hedge accounting in the consolidated financial statements of the ultimate
controlling entity. A hedging relationship designated by one controlling entity in its
consolidated financial statements need not be maintained by another higher level
controlling entity. However, if it is not maintained by the higher level controlling
entity, the hedge accounting applied by the lower level controlling entity must be

reversed before the higher level controlling entity’s hedge accounting is recognized.

auinl dlac 0 jlafiwl olo go @il sl dac pblaal @il gg4 of g4a 9
s Gle 2l 6a0gall alall adlgall 6 820lg 8p0 bao bgaill duwlhal Uago
gan 8phyuo égo ¢o [l @b ge duisl ddas) Jan Il Lolo yuai bgaj oi 3]
olo bl yuail (6pilio peg 6pilio dbyuo dgo Jio) 4alnisll dgall
6asgall adloll allgall 6 bgaill duwlhol dlago g4 hao 6aolg bgay dsle
Opbuo dga ud g0 lgiyei i bgai dsle oliai Ug .dlgill ybyuall dgall
il sl pbuo dago 16 g0 lgy blais Ul Ll 6a0gall dlall lgallgs (.6 a0l
wlel (sgiuo ils 8yhyuo dga 16 (o Loy haiay al 13] 2l 20g .lel (sgiuo
0l saiwall vils 8phyuall dgall Jub (o déibuoll baaill A gube Liny dilb
oledl sqiwall cils spbuuall dgall baaill duwlao ol aiy of Jus

Where the Hedging Instrument can be Held

bgaill 612l Bloisl yhas ol

C10. A derivative or a non-derivative instrument (or a combination of derivative and non-

derivative instruments) may be designated as a hedging instrument in a hedge of a
net investment in a foreign operation. The hedging instrument(s) may be held by any
entity or entities within the economic entity (except the foreign operation that itself
is being hedged), as long as the designation, documentation and effectiveness
requirements of IPSAS 29 paragraph 98 that relate to a net investment hedge are
satisfied. In particular, the hedging strategy of the economic entity should be clearly
documented because of the possibility of different designations at different levels of

the economic entity.

(@i pe gl @sido wilgal dcgano gi) @dido pe gl ddido 8lal quei g4oy .10
(lgal) 8lol Blaib Ul y4ag duinl ddac o jlafiwl Lol blial bgai 6lal
i éuin Il dulosll clifiwl) @alnis Ul dgall gan cilgs gl dgn Jub o allo
oyaaly aolall auclollg gty guall llbio auli a5 Lallb (lg) boall ai
dony Jlaliwl 6lo bgal @leii Gl 29 plell clholl duulaoll juso o 98
o] iy aslg Jady &lais .l agal beall aaslilel G gisl 4ol
Aolnis dl dgall daline iligiwo aic dolido Cliyei 1gog

C11.

For the purpose of assessing effectiveness, the change in value of the hedging
instrument in respect of foreign exchange risk is computed by reference to the
functional currency of the controlling entity against whose functional currency the

hedged risk is measured, in accordance with the hedge accounting documentation.

el bl @leb logs bgaill 613l daws (6 poill Luwing dlelall gt goled .11
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Appendix C: Hedges of a Net Investment in a Foreign Operation
Depending on where the hedging instrument is held, in the absence of hedge
accounting the total change in value might be recognized in surplus or deficit,
directly in net assets/equity, or both. However, the assessment of effectiveness is
not affected by whether the change in value of the hedging instrument is recognized
in surplus or deficit or directly in net assets/equity. As part of the application of
hedge accounting, the total effective portion of the change is included directly in net
assets/ equity. The assessment of effectiveness is not affected by whether the
hedging instrument is a derivative or a non-derivative instrument or by the method

of consolidation.

apinl dloc 6 jladiwll Lol cilbgai g @alo
aalall §gan /Jgndl Lolo 6 8pilo ol jasll of (Ailall L6 dasll 6 psill
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Disposal of a Hedged Foreign Operation

lp) bgaio duis/ dulac >leyiwl

C12.When a foreign operation that was hedged is disposed of, the amount reclassified to
surplus or deficit from the foreign currency translation reserve in the consolidated
financial statements of the controlling entity in respect of the hedging instrument is
the amount that IPSAS 29 paragraph 113 requires to be identified. That amount is
the cumulative gain or loss on the hedging instrument that was determined to be an

effective hedge.

ol iflall o Lgauing sleall dousll glo lg) bgaio dauinl dloc asiiwg loaic .12
dybuall dgall 5asgall dllall aflgall 6 duin Il dloasll dony blisl go jasll
elbal dpulall jieo oo 113 sjsall b Ll dadll o bgai 6lob @lei Loso
bgaill 81 6 8jlwall gf Luwdall ge sjlic o dasll 0am @i 29 plall
Aelo Ibgai gg4il lyani ai il

C13.The amount recognized in surplus or deficit upon transfer from the foreign currency
translation reserve in the consolidated financial statements of a controlling entity in
respect of the net investment in that foreign operation in accordance with IPSAS 4
paragraph 57 is the amount included in that controlling entity’s foreign currency
translation reserve in respect of that foreign operation. In the ultimate controlling
entity’'s consolidated financial statements, the aggregate net amount recognized in
the foreign currency translation reserve in respect of all foreign operations is not
affected by the consolidation method. However, whether the ultimate controlling
entity uses the direct or the step-by-step method of consolidation, this may affect
the amount included in its foreign currency translation reserve in respect of an

individual foreign operation.
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C14.

The direct method is the method of consolidation in which the financial statements
of the foreign operation are translated directly into the functional currency of the
ultimate controlling entity. The step-by-step method is the method of consolidation
in which the financial statements of the foreign operation are first translated into the
functional currency of any intermediate controlling entity(ies) and then translated
into the functional currency of the ultimate controlling entity (or the presentation

currency if different).

apinl dloc 6 jladiwll Lol cilbgai g @alo
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C15.

The use of the step-by-step method of consolidation may result in a different amount
being recognized in surplus or deficit from that used to determine hedge
effectiveness. This difference may be eliminated by determining the amount relating
to that foreign operation that would have arisen if the direct method of consolidation
had been used. Making this adjustment is not required by IPSAS 4. However, it is an

accounting policy choice that should be followed consistently for all net investments.
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Appendix C: Hedges of a Net Investment in a Foreign Operation OJJ.J.DT dyloc 0 jlaliwdl ol wlbgai ;g @alo

Example Jlio
C16.The following example illustrates the application of the preceding paragraphs using | 0 obal diygall dgall Jam plaaiwl asilull wlisell quby LI Jlall aoqs .16
the entity structure illustrated below. In all cases the hedging relationships | l86q dlclall @loi) lows dogngall bgaill wils e jLisl aiw il 2100
described would be tested for effectiveness in accordance with IPSAS 29, although | dgall 0287 Juisr Ul 1as danslio pac (o acdl 29 ololl clbsll duwlaall juoal
this testing is not discussed. Controlling Entity D, being the ultimate controlling | (-6 635gall dlall lgoilgs algill 8yhyuiall dgall piei Lillg (3) 6ihpuoll
entity, presents its consolidated financial statements in its functional currency of | lgile phywall dgall .Jio lgde phyoll culgall o J4q .qjadl &gl Lgilac
euro (EUR). Each of the controlled entities i.e., Controlled Entity A, Controlled Entity | sginy .JolaJb @5gloo .(2) lgde pbuwall dgallg (w) lgdde byl dgallg (0
B and Controlled Entity C, is wholly owned. Controlling Entity D £ 500 million net | dgall (6 Wjiw| din gado 500 2JWI () épbyuall dgall jladiwl olo
investment in Controlled Entity B (functional currency pounds sterling (GBP)) | auin ¢gulo 159 diario W(awi i Ul calguindl awerbgll dosll) (L) lgde phuwall
includes the £159 million equivalent of Controlled Entity B's US$300 million net | jUga ggilo 300 2Jl (L) lgule (bl dgall jlaiiwl oln) daleo iyl
investment in Controlled Entity C (functional currency US dollars (USD)). In other | 43I (sieay (Ao dll jgall dsarbgll dlasell) () lgde ool agall 6 bﬁJ}.OT

words, Controlled Entity B's net assets other than its investment in Controlled Entity | fhuuwoll dgall (6 jlaiiwl woilay (L) lgile phyuwall dgall JQDT oo 2ly
C are £341 million. iw] @i gado 341 (2) lgule

Controlling Entity D . . L .
Finctional currency EUR dgall dwobhgll dlasll

(qyaul) () 6phuwall
TPY400,000 V GBP500 million il o1 o 400

Controlled Entity A Comtrolled Entity B
Funchonal currency JPY Funchional ewrrency GBP . .
() dgall gl alos) (AL.‘>.<.193.UAQMJD9J| dlosll
USD300 million (LU o) Lgale thuuall loiisn] auio) lgile shsual
(GEP139 mulhon -
equrvalent) uﬁJ}_OT JUga yaulo 300
Controlled Entity C il a2 ailo 159 Jolal)
Funchional ewrrency USD
(2) dgal) dyaybgll dlosll
(uﬁJpl 14g2) lgale fhyall
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Appendix C: Hedges of a Net Investment in a Foreign Operation

Nature of Hedged Risk for which a Hedging Relationship may be Designated (paragraphs
C6-C9)

Galall go 9-6 cilssll) lg) bgai d e gwwi yia il lp) bgaiall jhliall doub

b

C17.Controlling Entity D can hedge its net investment in each of Controlled Entities A, B
and C for the foreign exchange risk between their respective functional currencies
(Japanese yen (JPY), pounds sterling and US dollars) and euro. In addition, Controlled
Entity D can hedge the USD/GBP foreign exchange risk between the functional
currencies of Controlled Entity B and Controlled Entity C. In its consolidated financial
statements, Controlled Entity B can hedge its net investment in Controlled Entity C
for the foreign exchange risk between their functional currencies of US dollars and
pounds sterling. In the following examples the designated risk is the spot foreign
exchange risk because the hedging instruments are not derivatives. If the hedging
instruments were forward contracts, Controlling Entity D could designate the

forward foreign exchange risk.

Lgale shuall dgall go J5 6 lojlaliwl olo bgai ol (3) 8phuuall dgall 4017
a Hn Il Jugaill pblaal (o) lgale phuwall dgallg (L) lgale fhuwall dgallg (1)
(s4up00l jUgallg iyl daindl LW o) lgio J4) @waibsgll cillasl|
Il igadll blao (5) lgule fhiwall dgall bga of 4oy w3l @slo] .gjgilg
agallg (w) lgale thyuuall dgall dyaybgll ullosll gy Gy agin/ A0l g
sbuwall dgall bgai of ey wangall dllall gadlgs 09 (o) lgale byl
ot oIl Jugaill jblaal (o) Lgule fhyall dgall (6 a)jlaiiwl 6lo (L) Llgie
pblaall el dio Dl o o ipiwll ainllg GApodl gl gu deibsgll Lgillac
Wilgal iy bgaill cilgal oI Ik dygall s Il Lol jlewl jblao o dieall
ol (3) ébuuall dgall laol gl alal Tagéc baaill vilgal wiils qlg .déikio

Ab Il dwis I ctlasll Lopo jlewl blao (e

Amount of Hedged item for which a Hedging Relationship may be Designated
(paragraphs C6-C9)

(99-6 Culj6oll) @l bgaill db e gueiyias (sill @l bgaiall 2il $lio

C18.Controlling Entity D wishes to hedge the foreign exchange risk from its net
investment in Controlled Entity C. Assume that Controlled Entity A has an external
borrowing of US$300 million. The net assets of Controlled Entity A at the start of the
reporting period are ¥400,000 million including the proceeds of the external

borrowing of US$300 million.

lojLaiiwl oo o undl Jigaill blaal bgaill (6 (3) 8pbyuall dgall Lieyi .18

Loyl Logs ellia () lgale shyuwall dgall of gopisl (o) lgde huwall dgall 0
aly o () lgdde fhuuoll dgall Jgol olo gldg A0l j1g ggilo 300 2ly
GBIl lEs Ul eiilnaio lgws Loy b oy ggilo 400,000 allall aflgall 64io

Aol jga ggulo 300

C19.The hedged item can be an amount of net assets equal to or less than the carrying
amount of Controlling Entity D's net investment in Controlled Entity C (US$300
million) in its consolidated financial statements. In its consolidated financial
statements Controlling Entity D can designate the US$300 million external
borrowing in Controlled Entity A as a hedge of the EUR/USD spot foreign exchange
risk associated with its net investment in the US$300 million net assets of Controlled

Entity C. In this case, both the EUR/ USD foreign exchange difference on the US$300

aouall go J8l of Bslao Jgodll Lolo go lelo d bgaiall il ggas of ghoy 19

300) (2) lgile phywall dgall (e (3) épbuuwoll dgall jlaiiwl olnl dypioall
b3090ll aloll lgaslas (56q 615g0ll aulall lgailgs 6 (sauol 1g> gailo
0 ol 11g3 ggo 300 (o)l Ppall guei (3) Spbuwall dgall eibiwg
A0l 1 /901 5100l (in Dl Jigaill sblaal bgais (1) lgule jhyuall agal
300 2wl () lgule phuwall dgall Jgol (olo o6 jlafiul Loloy dsleioll
agin Il cullasll Jgaill @16 go J grani aij dllall 0as 6 .Ayol 119 ygilo
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Appendix C: Hedges of a Net Investment in a Foreign Operation
million external borrowing in Controlled Entity A and the EUR/USD foreign exchange
difference on the US$300 million net investment in Controlled Entity C are included
in the foreign currency translation reserve in Controlling Entity D's consolidated

financial statements after the application of hedge accounting.

dgall 6 Aol 1Ug3 yaio 300 2l o)l Pl 5 Aol 1193 /g)g

Solo 0 Aol Juga /gig duin Il cillasll Jugadll (@§jog () lgide jhiwall
bUidl Lo Aol 11ga gailo 300 W (2) Lgule phuwall dgall o jlatiwl
@ubi a2y (5) 8phyuall dgal) 8a0gall aylall aflgall o auindl dlosll danyi

bgnill dwlbo

C20.In the absence of hedge accounting, the total USD/EUR foreign exchange difference
on the US$300 million external borrowing in Controlled Entity A would be recognized
in Controlling Entity D's consolidated financial statements as follows:

a. USD/JPY spot foreign exchange rate change, translated to euro, in surplus or
deficit; and
b. JPY/EUR spot foreign exchange rate change directly in net assets/ equity.

Instead of the designation in paragraph C19, in its consolidated financial statements
Controlling Entity D can designate the US$300 million external borrowing in
Controlled Entity A as a hedge of the GBP/USD spot foreign exchange risk
between Controlled Entity C and Controlled Entity B. In this case, the total
USD/EUR foreign exchange difference on the US$300 million external borrowing
in Entity A would instead be recognized in Controlled Entity D's consolidated
financial statements as follows:

a.The GBP/USD spot foreign exchange rate change in the foreign currency
translation reserve relating to Controlled Entity C;

b. GBP/JPY spot foreign exchange rate change, translated to euro, in surplus or
deficit; and

c. JPY/EUR spot foreign exchange rate change directly in net assets/ equity.

1095 auindl wilasll digaill @po ggano W] @ipw bgalll duwlao Ll aic .20
thyuall dgall o ui'}DTJ-UQD 0atlo 300 2ll oylall Byall 6 gjgy /ummT
WIS (5) ebguall dgall 535gall aylall adlgall o () lgule
Q19 Il eopiall il g1 /oAl 1193 (sjgall Guindl Lol p2 0 pill 1
q :ja=ll ol Rilall o
/Japdl ol o dpblo g /bl o sigall Il wopoll jow 6 peill
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allall ailgall o T agall o Aol j1gs gailo 300 Wl (o)l sl 6
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C21.Controlling Entity D cannot designate the US$300 million external borrowing in
Controlled Entity A as a hedge of both the EUR/USD spot foreign exchange risk and

uﬁu}ol jUga gagulo 300 JUJI uﬂjbﬂ(p}_oﬂu.uju OJ.b.Lu.L.O_”(J.QJHQ_Lb.Lu.U_U 21
/gja) sj08)l 1indl Lol ihlas o J4) baais ) lgile jhywoll dagall o
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the GBP/USD spot foreign exchange risk in its consolidated financial statements. A
single hedging instrument can hedge the same designated risk only once. Controlled
Entity B cannot apply hedge accounting in its consolidated financial statements
because the hedging instrument is held outside the economic entity comprising
Controlled Entity B and Controlled Entity C.

o0 Syl 1o /Gl s (§igall Hn Tl Loynll yblaog Aol 11igs
80 dizeall tblaall Guai @&aps bgai 8lal bgai ol ghaug .6a0gall dllall lgallgs
0 baaill dauwlbo @Gubi (L) lgde thuwall dgall gihiwi 1g héo 6aolg
Gl dalois Ul dgall o)bs Lgy Blaisul aiy bgaill 8laf o d 6a0g0ll alloll lgallgs

2) lade thywall dgallg (W) Lpile fhuuall dgall Lo (sging

Where in an Economic Entity can the Hedging Instrument be Held (paragraphs C10 and
c11)?

£ Galall o 119 10 yliissll) bgaill 612l Blsis I dialnis] dgo pihiui gl

C22.As noted in paragraph C20, the total change in value in respect of foreign exchange
risk of the US$300 million external borrowing in Controlled Entity A would be
recorded in both surplus or deficit (USD/JPY spot risk) and directly in net
assets/equity (EUR/JPY spot risk) in Controlling Entity D's consolidated financial
statements in the absence of hedge accounting. Both amounts are included for the
purpose of assessing the effectiveness of the hedge designated in paragraph C19
because the change in value of both the hedging instrument and the hedged item are
computed by reference to the euro functional currency of Controlling Entity D against
the US dollar functional currency of Controlled Entity C, in accordance with the hedge
documentation. The method of consolidation (i.e., direct method or step-by- step

method) does not affect the assessment of the effectiveness of the hedge.
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Amounts Recognized in Surplus or Deficit on Disposal of a Foreign Operation (paragraphs
Ci12and C13)

Galall o 139 12 ylissll) duis] dilac slosiwl aic jaoll of pflol 56 diziall /luall
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C23.When Controlled Entity C is disposed of, the amounts are recognized in surplus or
deficit in Controlling Entity D's consolidated financial statements upon transfer from
its foreign currency translation reserve (FCTR) are:

a.In respect of the US$300 million external borrowing of Controlled Entity A, the
amount that IPSAS 29 requires to be identified, i.e., the total change in value in
respect of foreign exchange risk that was recognized directly in net

assets/equity as the effective portion of the hedge; and

of ilall Lo Lilsi] iy il ;uuon 195 (2) Lgule phuwall dgall asuiuwi loaic .23
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Lgya) din Il alosll CEEY
lgale thywoll agall 4ol j1lgo ggulo 300 Wl oyl oyl Gleiy Lo_Lo 1
£Q020 (§| 029§ 29 olell clbsl) duwlaall jueo by 3l glall glo W
6o Lgilil] @ Ul Grn I Lopnll jlowd yblaay @lel laws ol 9 Hsﬂl
q :bgaill yo Jelo cjas aslall g /Jgndl olo 6

125



Appendix C: Hedges of a Net Investment in a Foreign Operation

doageuwll dujell dalaall 06 ololl glhsll dnwlaoll juleog oualéo Julo
"ulallg il adloll wlgadl” 29 olell glball dwlaoll jhsoy a8opll dwljall
02024 jlan|

b.In respect of the US$300 million netinvestment in Controlled Entity C, the amount
determined by the entity’s consolidation method. If Controlling Entity D uses the
direct method, its FCTR in respect of Controlled Entity C will be determined
directly by the EUR/ USD foreign exchange rate. If Controlling Entity D uses the
step- by-step method, its FCTR in respect of Controlled Entity C will be
determined by the FCTR recognized by Controlled Entity B reflecting the
GBP/USD foreign exchange rate, translated to Controlling Entity D's functional
currency using the EUR/GBP foreign exchange rate. Controlling Entity D's use of
the step-by-step method of consolidation in prior periods does not require it to
or preclude it from determining the amount of FCTR to be recognized in surplus
or deficit when it disposes of Controlled Entity C to be the amount that it would
have recognized if it had always used the direct method, depending on its

accounting policy.
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Hedging More Than One Foreign Operation (paragraphs C7, C9, and C17)

(5 dalall o 119 99 7 cilsll) éuinl dulac o 455 bgaill

C24.The following examples illustrate that in the consolidated financial statements of
Controlling Entity D, the risk that can be hedged is always the risk between its
functional currency (euro) and the functional currencies of Controlled Entities B and
C. No matter how the hedges are designated, the maximum amounts that can be
effective hedges to be included in the foreign currency translation reserve in
Controlling Entity D's consolidated financial statements when both foreign
operations are hedged are US$300 million for EUR/USD risk and £341 million for
EUR/GBP risk. Other changes in value due to changes in foreign exchange rates are
included in Controlling Entity D's consolidated surplus or deficit. Of course, it would
be possible for Controlling Entity D to designate US$300 million only for changes in
the USD/GBP spot foreign exchange rate or £5600 million only for changes in the
GBP/EUR spot foreign exchange rate.
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Appendix C: Hedges of a Net Investment in a Foreign Operation
Entity D Holds Both USD and GBP Hedging Instruments
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C25. Controlling Entity D may wish to hedge the foreign exchange risk in relation to its net
investment in Controlled Entity B as well as that in relation to Controlled Entity C.
Assume that Controlling Entity D holds suitable hedging instruments denominated
in US dollars and pounds sterling that it could designate as hedges of its net
investments in Controlled Entity B and Controlled Entity C. The designations
Controlling Entity D can make in its consolidated financial statements include, but
are not limited to, the following:

a.US$300 million hedging instrument designated as a hedge of the US$300 million
of net investment in Controlled Entity C with the risk being the spot foreign
exchange exposure (EUR/USD) between Controlling Entity D and Controlled
Entity C and up to £341 million hedging instrument designated as a hedge of
£341 million of the net investment in Controlled Entity B with the risk being the
spot foreign exchange exposure (EUR/GBP) between Controlling Entity D and
Controlled Entity B.

b.US$300 million hedging instrument designated as a hedge of the US$300 million
of net investment in Controlled Entity C with the risk being the spot foreign
exchange exposure (GBP/USD) between Controlled Entity B and Controlled Entity
C and up to £500 million hedging instrument designated as a hedge of £500
million of the net investment in Controlled Entity B with the risk being the spot
foreign exchange exposure (EUR/GBP) between Controlling Entity D and
Controlled Entity B.

C26.The EUR/USD risk from Controlling Entity D's net investment in Controlled Entity C

is a different risk from the EUR/GBP risk from Controlling Entity D's net investment
in Controlled Entity B. However, in the case described in paragraph C25(a), by its

oo go il ainll /qiadl jblao e dalive blao (o) lgile fhywall
dll Lo b 0g (L) lgde huwall dgall (o (9) ébuuall dgall jlatiul
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Appendix C: Hedges of a Net Investment in a Foreign Operation
designation of the USD hedging instrument it holds, Controlling Entity D has already
fully hedged the EUR/USD risk from its net investment in Controlled Entity C. If
Controlling Entity D also designated a GBP instrument it holds as a hedge of its £500
million net investment in Controlled Entity B, £159 million of that net investment,
representing the GBP equivalent of its USD net investment in Controlled Entity C,
would be hedged twice for GBP/EUR risk in Controlling Entity D's consolidated

financial statements.

apial aac 6 jlafiwll Lolo wilbgai g @alo

(gﬁ_.ll}oﬂl 1gal) bgaill 8lo1) lgiuei «(galall 12m (o (i) 25 8peall (6 dogpgall
/q)q) tblaal Lj.ob Jady cubgai 28 (9) ibyuall dgall g4 Loy bheiaj Sl
dgall cuiue 15] (o) lgile pbyuall agall 0 (2 laiiwl oo o uij.OT jlUgo
Jlaliwl ool bg:u_‘n LQ_J Boiny gl duinlly bgaj 8lal Lol | ) 6 byl
ogslo 159 2lo glo () lgde fhyuall CLQJ“uDuJJJM'QU—’JugJJ@ 500 o
00 dyisugl aiall Jalso Jiey csallg wels ladiall olo go il s
d baaill aiuw (2) lgie fhyuwoll dgall (6 gﬁg}oﬂl g2l a)jlaiiwl olo
byl dgall 630goll adlall allgdll (6 gjgyl /Gidpw I duindl iblaal guijo

()

C27.In the case described in paragraph C25(b), if Controlling Entity D designates the
hedged risk as the spot foreign exchange exposure (GBP/USD) between Controlled
Entity B and Controlled Entity C, only the GBP/USD part of the change in the value of
its US$300 million hedging instrument is included in Controlling Entity D’s foreign
currency translation reserve relating to Controlled Entity C. The remainder of the
change (equivalent to the GBP/EUR change on £159 million) is included in Controlling
Entity D's consolidated surplus or deficit, as in paragraph C20. Because the
designation of the USD/GBP risk between Controlled entities B and C does not
include the GBP/EUR risk, Controlled Entity D is also able to designate up to £500
million of its net investment in Controlled Entity B with the risk being the spot foreign

exchange exposure (GBP/EUR) between Controlling Entity D and Controlled Entity B.

8 buad! dgall cuise 15] W galoll 13 o (L) 25 OJ_Q_QJ| 0 dogogall Al (_,,o 27
jgall o dll copnll jow o wilsill uo}m” lgil e gl bgaiall jblaall (5
phuwoll agallg (L) lgle phywall dgall gw (400l jugall /il agng)
8ol doud 0 Aol jugall /iyl auiall cjs grany b dils (o) lgile
auin Il dlasll dasy L bUInl 6 Sup0l 119 ggilo 300 asllll gy anlall bgail
peill awsy ouari eig (o) lgule phuwall dgall Gleiall (3) dpbuuall dgall
dybuall dgall angall jasll gl gadlall 6 (gigul / idiwl dinll petl Jaleo)
éinll /5000l jUgall jblao Gusu UJ‘J Galall 132 0 20 00l 6 2yg Los .(2)
anll jblho gany U (Qlg (W) logle jhywall guigall gy Glupiiw ]l
ogulo 500 jgbois U bo gusi LDJ| 5) 8pbwall dgall gubiwi gigul/ iy Il
6)luc fhall ygs 2o (w Leﬂc}waDJ| dgall 0 Wajladiwl olo o G| aiin
dgall o (go /uJJJJ-uul ain) (sjgall umﬂl wopdl pew wllsl el ge

w) Lgie phiuall @gallg () 8pbuuoll

Entity B Holds the USD Hedging Instrument

(_,5.|J.o_TJ| jUgall bgaill 8lal Buaiai (w) dgall

C28. Assume that Controlled Entity B holds US$300 million of external debt, the proceeds
of which were transferred to Controlling Entity D by an inter-entity loan denominated
in pounds sterling. Because both its assets and liabilities increased by £159 million,

Controlled Entity B's net assets are unchanged. Controlled Entity B could designate

uJJJ|L}.DuﬁJ}.O|J_U93 gatko 300 sliay Baing (L) Lgile ool dgall of sl .28
P36 Gub ge (9) spbyuall dgall Gl Lgio Lebgm o Ul wllnaiollg (o)l
26lg) Cu=ai)l 26 Lgiloljillg Lg_lgnl g0 15 ol Hwl ayinll 0gdo dgall Jals
o019 pei 1 () lgle jhywall dgall Jool (6lo ol (idyiw] &1id gailo 159
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Appendix C: Hedges of a Net Investment in a Foreign Operation cuu::T dyloc 0 jlaliwdl ol wlbgai ;g @alo

the external debt as a hedge of the GBP/ USD risk of its net investment in Controlled | /s iljwl ayinll yblao) bgaisd oyl guall (L) lgule fhyuioll dgall UJ_vj UT
Entity C in its consolidated financial statements. Controlling Entity D could maintain | lgailgs 6 (2) lgde jhyuwall dgall 0 jlaiiwl olo 0 (gfqpﬂl jUgall
Controlled Entity B's designation of that hedging instrument as a hedge of its US$300 | pbuuuall dgall guei Gle (3) épbuwall dgall Bolad UT aAag .6a0gall alloll
million net investment in Controlled Entity C for the GBP/USD risk (see paragraph (g_‘u_,J.OTJ_IJgj agslo 300 Wl lajlaiiwl 6ln) bgais wlli bgaill 6lad (w) lgule
C9) and Controlling Entity D could designate the GBP hedging instrument it holds as | 838l i) uﬁupﬂl JUgall /(J_l._LJJ.:.LLLJ_Ul aall }bbo.l ) lgule thyuuall agall 6
a hedge of its entire £600 million net investment in Controlled Entity B. The first | (i)jiw Ul ayiall bgaj 8lal (5 ) 6 byall dgall U_lSLI UI aaig (@adall 12 (}0 9
hedge, designated by Controlled Entity B, would be assessed by reference to | dgall Jub o cueall (Jgdl bgaill a1géi ainwg (W) lgile thuuall agall Lo .

Controlled Entity B's functional currency (pounds sterling) and the second hedge, | duin) (w) lgde pbuwall dgal) aeibgll daell (JI egopl (w) lgule phuwall

designated by Controlling Entity D, would be assessed by reference to Controlling | .(3) épbuwall dgall Jud o oueall W bgadll apwdi oy Loguwg (QJJJ).LUJL
Entity D's functional currency (euro). In this case, only the GBP/USD risk from | o 26 g4y &l 0am 0 .(g)gul) 8ihyuioll dgall dyauball dasll J] egoapl

Controlling Entity D's net investment in Controlled Entity C has been hedged in | dgaJl jlodiwl Olo (6 (gig.}oill J.IJgJJl [ Sl aginll }bbo.l b_o_o bgaill
Controlling Entity D's consolidated financial statements by the USD hedging | dgall 86anqall ddlall aflgall 6 (2) lode jhuwall dgall (o (3) ébuwall
instrument, not the entire EUR/ USD risk. Therefore, the entire EUR/GBP risk from | /qjaul 1blao Jolb (uig L_,ﬁJ}o_IJl JJJgaJl baaill 8lal cl.b.mng ) 6pbyall
Controlling Entity D's £500 million net investment in Controlled Entity B may be | auiall /gjgul jblho Jold) bgaill ghoy dilo s e cly .gﬁ__l_}o_IJI jUgall
hedged in the consolidated financial statements of Controlling Entity D. (2) 6}]:).'.111.0.” dgol) ] agin gaulo 500 Ul JLDJ.L.U.IN oo go Gipw
) 61buwall dgal) 8a0gall dllall ailgall (o6 (L) lade ol dgall (Lo
C29.However, the accounting for Controlled Entity D's £159 million loan payable to | diin UgJ.Lo 159 2JUWl (o) OJ.bJ¢LLOJ| agall (pyd e QJ.LuL:w.Jl olo .5 209 .29
Controlled Entity B must also be considered. If Controlling Entity D's loan payable is | g5 13] jlic Ul (0 2587 il ey | w) lge tbuwall agall g_onJl @aiwo ijiw]

not considered part of its net investment in Controlled Entity B because it does not | dgall (0 ojlafiwl oo (o cjo 9o 203l (Gaiwall (3) sihwall dgall ois
satisfy the conditions in IPSAS 4 paragraph 18, the GBP/ EUR foreign exchange | duwlball ji=o o 18 6380l (0 63jlg)l bapadl ogiuwy U aidl (W) lgde phuwall

difference arising on translating it would be included in Controlling Entity D's | lgic oolil gjqu /(_,,LL]J..LLLJ| o duin Il villosll LJJg:uJ| ReJte) uLo 4 ploll clbsl
consolidated surplus or deficit. If the £159 million loan payable to Controlled Entity | (ool JLLLC| @i 5] .(2) épbuuall dgal) angall josll gl wilell 6 dironi aiw

B is considered part of Controlling Entity D's net investment, that net investment | (o I2js (W) lgde thawall dgall 263l Lg:u.uw ] aio ggdo 159 LUl
would be only £341 million and the amount Controlling Entity D could designate as | (gio0 341 bso Ugﬁ_l_uj Jl.o_l_u.u_lJl oo lo (2) sbyuall dgall jladiuwl ol

the hedged item for GBP/ EUR risk would be reduced from £500 million to £341 | a bgaio 2iud diyeiy (3) dpbyuwall dgall pgdiw 3l 2lallg ] ayin
million accordingly. S i) ain gailo 500 go angesi aivw giall /Giiw l d&nll iblaal
ol Loy ipiw] aido ggudo 341
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C30.1f Controlling Entity D reversed the hedging relationship designated by Controlled | pbuwall dgall J18 o dieall bgaill @slle 216 () 8pbuuwall dgall Ciuube 5] .30
Entity B, Controlling Entity D could designate the US$300 million external borrowing | ggilo 300 2JWl o)l 8l 0.1&? ol w4oy (2) 8pbuuall égall olo (w) Lgde
held by Controlled Entity B as a hedge of its US$300 million net investment in | lojlafiwl oln) bgais (L) lgile tbuall dgall J16 o ay hoinall (gjgl}oTJ_Ugj
Controlled Entity C for the EUR/USD risk and designate the GBP hedging instrument | j1qall /qyaul jblaal (5) lgile byuoll dgall o uﬁJJ.OT jUgo gaulo 300 Ul
it holds itself as a hedge of only up to £341 million of the net investment in Controlled | Jny bgais lguweiy lgy bhoini (Ul Gigdiw I agiall bgaill 8lal L}mjg gﬁ.{}o_ﬂl
Entity B. In this case the effectiveness of both hedges would be computed by | 6 .(J) lgile fhpuall dgall 6 jladiwdl oo (o idiw] ao gaslo 341 LI
reference to Controlling Entity D's functional currency (euro). Consequently, both the | d&yaibgll dlasll (I egapl bgadll itlac W5 dleld wiluwos aipw dlll 02s
USD/GBP change in value of the external borrowing held by Controlled Entity B and | jiqall usi (o ,jﬁ oany aiww el e 2l (qgaul) () 6pbywall dgall
the GBP/EUR change in value of Controlling Entity D's loan payable to Controlled | J16 (0 ay Boinall (o))l (piéll dslell dagsll (6 Gidpw Ul aginll /(:,il.}oﬂl
Entity B (equivalent to USD/EUR in total) would be included in the foreign currency | gopall dlalell doyall o quaul /il Il aginll poig () lgile (buwall dgall
translation reserve in Controlling Entity D's consolidated financial statements. | Jaleo) (w) lgule phywall dgall (3) épbuwall dgall Pl 202l Gaiwall
Because Controlling Entity D has already fully hedged the EUR/USD risk from its net | ajlgéll (0 duindl dlasll dooy bliol 6 (eganall o6 gjadl/ gﬁ}oﬂl jUgall
investment in Controlled Entity C, it can hedge only up to £341 million for the | J=2all cibgn () éphuwall dgall ol kg (3) 8pbyuall dgall 6angall dulall
EUR/GBP risk of its net investment in Controlled Entity B. bl dgall o ajlaliwl olo go Jolb Jhuy gﬁg}oﬂl jUqall /q)qul iblbo
/qigl olaal i) atin ggilo 341 (b bgaill bao aibiwi lgils (o) Lgile
(w) lgde byl dgall Lo ajladiwl olo) il ainll
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These examples accompany, but are not part of, IPSAS 29.

aio 5o JAdv U lgidlg 29 ol clbsl duulaal jlieo dliodl 0am (G0l

Hedging Interest Rate Risk for a Portfolio of Assets and Liabilities

eiloljilUlg Jgodl go @hanal 6a5lall Jaso jblio bgai

IET. On January 1, 20X1 Entity A identifies a portfolio comprising assets and liabilities whose
interest rate risk it wishes to hedge. The liabilities include demandable deposit liabilities that
the depositor may withdraw at any time without notice. For risk management purposes, the

entity views all of the items in the portfolio as fixed rate items.

bygaty wuey ciloljillg Jgol o gali dbeao (1) dgall 5325, 20X T pliy 1 (0
ol day Gl bl awp gilagl wloljll Jadig Lgiaile Jaso jblio
sblaall 6)la] lied agall pisig Jledd] gg wusg T o eagall lgiouy

cul Jamo cils agi Lgil (e dBenall (o agidl 2100

A

IE2.For risk management purposes, Entity A analyzes the assets and liabilities in the portfolio
into repricing time periods based on expected repricing dates. The entity uses monthly time
periods and schedules items for the next five years (i.e., it has 60 separate monthly time
periods).? The assets in the portfolio are prepayable assets that Entity A allocates into time
periods based on the expected prepayment dates, by allocating a percentage of all of the
assets, rather than individual items, into each time period. The portfolio also includes
demandable liabilities that the entity expects, on a portfolio basis, to repay between one
month and five years and, for risk management purposes, are scheduled into time periods
on this basis. On the basis of this analysis, Entity A decides what amount it wishes to hedge

in each time period.

5 In this example principal cash flows have been scheduled into time periods but the related interest cash flows have been included
when calculating the change in fair value of the hedged item. Other methods of scheduling assets and liabilities are also possible.

Also, in this example, monthly repricing time periods have been used. An entity may choose narrower or wider time periods.

ahonall o wloljilllg Jeodl Juai gblaall 8jlal hed () dgall pgas
dedgiall powill 8slc] aylgi Gulwl Gle powill 8alel éuioj wiljis (I
ouad]l Wigiwd) ogidl dgany pgéig dyg duoj Cillio dgall paiiwig
ahoaall o LUl Jgo g X(aloaio dygad auoj 616 60 Lgya) of (sl) doalall
Gle doj wljis ) lgnunal () dgall pgai jasall slawll dlls Jgol (o
2102 30 glo At Pynai JUb o aesgiall Al slawll aylei gulul
Iyl dbenall Jadug o) 66 J5 o 63peall agill go I . Jgodll
oy o dbenall gulwl Gle a2 ol dgall 289l wilbll awp Ciloljill
2liy dgioj wiliiv Gl gblaall §la] Pl lgilgan @ig wWlghw guasg aolg
&0 efi sall gliall () agall jyai . Juladll 1am Gulwl (Jeg .gulwll 138 e

d4ioj 64i6 J5 (50 abygai

asloll s sailall aasill vilesaill dsls] ai g4l dioj viljis e Lol gholl dasill vilasaill dgas o .Jlall 13 o6 5
2o ,6q di4ao LBy Lo wiloliilulg Jen Dl dgant oIl clwdl of las .l bgaiall 2l dolsll angsll o peil Ll aic

.Jabl ol 10l duioj cilyis dgall i ol g4oyg ewill 83l y dypgud dyioj Wiljis plaaiwl Byl a7 Jlioll

IE3. This example deals only with the repricing time period expiring in three months’ time,
i.e., the time period maturing on March 31, 20X1 (a similar procedure would be applied for
each of the other 59 time periods). Entity A has scheduled assets of CUT00 million and

liabilities of CU80 million into this time period. All of the liabilities are repayable on demand.

620 JUd 30 el Ul pewill 63ley aiofl spall bao Jioll 1as Joli
@Gub gaoall 30) 20XT gujlo 31 (0 @Gt il dsiojll el (sl pgubl diLl
() agall cioldg (59 loaac gl Il aiojll ciljiall go J4) Jiloo o]
JUy ogulo 80 glioy wiboljillg (sagw JUy ggulo 100 glioy Jgof dgan

3

132



Illustrative Examples

doageuwll dujell dalaall 06 ololl glhsll dnwlaoll juleog oualéo Julo
"ulallg il adloll wlgadl” 29 olell glball dwlaoll jhsoy a8opll dwljall
02024 jlan|

wbll aic Gloljdl 2100 203 @aiuyg dyiofl 6ol 0d (6 (Sagw

IE4. Entity A decides, for risk management purposes, to hedge the net position of CU20 million
and accordingly enters into an interest rate swap® on January 1, 20X1, to pay a fixed rate and
receive London Interbank Offered Rate (LIBOR), with a notional principal amount of CU20

million and a fixed life of three months.

6 This example uses a swap as the hedging instrument. An entity may use forward rate agreements or other derivatives as hedging

instruments. may choose narrower or wider time periods.

by warlo 20 Il ,6loll jSpall bgatll yblaall 6)la] Bl () agall jai .4
Jawo 202) 20XT ply 1 ;0 ® 6356 Jamo aryléo opi ellal layg (sagew

0j26 (ol DJ.DT 2lio cls o elgiy g A5lwdl Joleill Jaso polliwlg culi
gl &l aiao vyl pacg (sg2uw JUy ggilo 20

ilgal gil Lle (spal @diiuo cilgal of JaII Jamall cilysleil paaiuwi of dgall g4ayg baai 8la lgil le dyleo Jliall padiuy 6

bgaj

IES.This example makes the following simplifying assumptions:
a. The coupon on the fixed leg of the swap is equal to the fixed coupon on the asset;
b. The coupon on the fixed leg of the swap becomes payable on the same dates as the
interest payments on the asset; and
c. The interest on the variable leg of the swap is the overnight LIBOR rate. As a result, the
entire fair value change of the swap arises from the fixed leg only, because the variable
leg is not exposed to changes in fair value due to changes in interest rates.
In cases when these simplifying assumptions do not hold, greater ineffectiveness will arise.
(The ineffectiveness arising from (a) could be eliminated by designating as the hedged item

a portion of the cash flows on the asset that are equivalent to the fixed leg of the swap).

i)l dbowall Cilolpis Ul Jloll 13 028) .5
saile)l anyléall ddac go culll wilall Gle donwdl 8aflall sqluy
Joodl Lle culi)l dwawl
263Ul Gaiwo dryléall dulac o culll Lilall Gle draw il 6356l auny L
Jondl e 8ajlall viless Aylgi guai 6
2olg gy Jazall @ doyléall ddac o poiall Liladl Gle 8adlall ggai .o
0 poill Jols Livy el anyiig .gall gl gw Bl Jolsill Jasol
o peiadl Ll o bae cull Ll go dculsall dalell daysll
Baflall il (6 Wil L dalell aadll Lo wipsill oo
Adeloll pac o ayjall Lt bliioll ode Gubi oy U GUl wdlll og
cileoaill go ey guei Jils go () Al go bl dleloll pac ol jAay)
() bgaio 2y @il Ll drylsall dac o culll wilal Jaley Jodl go dasill

IE6.It is also assumed that Entity A tests effectiveness on a monthly basis.

srasd J4uiy alelall sk pgai (1) agall of Tyl ey .6

IE7. The fair value of an equivalent non-prepayable asset of CU20 million, ignoring changes
in value that are not attributable to interest rate movements, at various times during the

period of the hedge is as follows:

Jan 1, 20Xl Jan 31,20XI Feb 1, 20Xl  Feb 28, 20XI Mar 31, 20XI

«s2g2w Jbj ggilo 20 jawall alawll b pe Jaleo Jod dalell dogsll ggai .7
6ajlall wlaso o Wbl ] diguiioll pe dogsll (6 Wil Jalai 2o
'l Wb bgaill ojio JUb dalire Wilyio 0
oulo 31 20X1wlps 28  20X1 w1 20X1 ply 31 20X1 pliy 1
20X1
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Fair ~ value 20,000,000 20,047,408 20,047,408 20,023,795 Nil

(asset) (CU)

alall
Juy)

daysll
(Jodn)

(5292w

20,023,795 20,047,408 20,047,408 20,000,000

Jtela}

IE8.The fair value of the swap at various times during the period of the hedge is as follows:

‘Sl b e bgaill 8jio JUb dalido tiljis (6 doyléall dlalell doydll gai .8

Jan 1, Jan 31,20XI Feb 1, 20XI Feb 28, 20XI Mar 31, wlo 31 1x20 ylpo 28 1x20 ylpo 1 1x20 yliy 31 1x20 ylig 1
20XI 20XI 1x20
Fair value Nil (47,408) (47,408) (23,795) Nil jlela} (23,795) (47,408) (47,408) on  dslell aasll
(liability) (CU) Ju) Lol
(292w
Accounting Treatment duwlaall dallsall

IE9. On January 1, 20X1, Entity A designates as the hedged item an amount of CU20 million
of assets in the three-month time period. It designates as the hedged risk the change in the
value of the hedged item (i.e., the CU20 million of assets) that is attributable to changes in
LIBOR. It also complies with the other designation requirements set out in paragraphs 98(d)
and AG162 of the Standard.

Joodl 4o s3g9uw JUy ggilo 20 gliay lolio () dgall gusi 20X1 pliy 1 6 .9
bgaiall 2l aoys 0 poill gueig gl &L 856 6 d bgaio ab ail Ll
Ja20 ;6 wilpaill G| oy 53l (Jgndl go s3g2u JUy gaulo 20 )
agall pfili L5 lg) bgaio jblao lgil e gail gy gy Aluwll Jolsil
alaliy] 8)809 29 Jueall go (5) 98 psall o diuall Il gueill vldhio
Ju=oll o 162 Gubill

IE10. Entity A designates as the hedging instrument the interest rate swap described in

paragraph IE4.

bgai 8Iol lgil Ll 4 8jsall o 8jg5aall aflall Jaso arylso (i) dgall gusi 10

End of Month 1 (January 31, 20X7)

(20X 7 yliy 31) Jo Il 1guidl dlgi

IET1. On January 31, 20X1 (at the end of month 1) when Entity Atests effectiveness, LIBOR
has decreased. Based on historical prepayment experience, Entity A estimates that, as a
consequence, prepayments will occur faster than previously estimated. As a result it re-
estimates the amount of assets scheduled into this time period (excluding new assets

originated during the month) as CU96 million.

ols adelall Ll () agall pgai Loaic (Jodl ygaidl algi) 20XT ply 1 0 .11

Jaall ol 85 e 2lig . paail 26 ool e gw Bl Joleil Jazo
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6yl 03m 6 Jgaaall Jon Il glio pasi ayei lgils clia) anyiig o)l oyasi

agilo 96 ail e (gl Jubs ogLi] ok il 633300l Joo Il clidiwl) diojl
392w JUy
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Illustrative Examples
IE12. The fair value of the designated interest rate swap with a notional principal of CU20 | 20 0j26 (ol ulDT 2o cils dgeall 8ailall Jaso doyléal aolell dogsll .12
million is (CU47,408)" (the swap is a liability). (Doljill 22i aryleall)’(sageuw Jlwy 47,408) o® 292w Jly gailo

7 See paragraph IES. aoungill dliodl (o 8 syaall il 7

IE13. Entity A computes the change in the fair value of the hedged item, taking into account | 331l 20 lg) bgaiall 2l dalell doysll 0 Rl wilwidy (0 dgall 0gai 13

the change in estimated prepayments, as follows. ‘Sl W5 .6ja8all ol alaul Wileos (6 gl jlic
a. First, it calculates the percentage of the initial estimate of the assets in the time period | dyiojll 6jiall (6 Jandl (ngle P26l agloll duwdl wluay pgdi A_:ngT 1
that was hedged. This is 20 percent (CU20 million + CU100 million). 0gtlo 100 /¢sag2uw Jby ggtlo 20) %20 o duuillg .lgbgai @i il
b. Second, it applies this percentage (20 percent) to its revised estimate of the amount in .((5399_1;1 Ju
that time period (CU96 million) to calculate the amount that is the hedged item based on | lwall Jaeoll lopasi (e (%20) dgioll &l 03s Gubi pgai Wil .w
its revised estimate. This is CU19.2 million. i sall elall Glwind (sagew JUy gailo 96) duiofl syall elli o
c. Third, it calculates the change in the fair value of this revised estimate of the hedged | JUj gaio 19,2 ga 2ol 13mq .Joeall pasi Je o bgaiall aiyl
item (CU19.2 million) that is attributable to changes in LIBOR. This is CU45,511 «(SI3gu
(CU47,408% x (CU19.2 million + CU20 million)). 2l Jamall pasill 1ag) dolell dosll o peill wlwoy 09y e o
290 6 iyl ] sy 3)1 (5302 JUy ooio 19.2) @ bgaial
8 ie. CU20,047,408 - CU 20,000,000, see paragraph IET7. 8 47.408) 392w Uy 45,511 2lioy gag .gad iy gu Bkl Joleil

(292w JUj ggudo 20 /sagew JUjy yglo 19,2) x

gl dlio 1 o 7 8yaall il (sagew JUy 20,000,000 - (sagew JUy 20,047,408 le 8

IE14. Entity A makes the following accounting entries relating to this time period: :aofl 8piall oagy dbuipall adlill duwlaol bguasll Jasy (0 dgoll pgsi .14
Dr Cash CU172,097 Ju 172,097 264l e
Cr  Surplus or deficit (interest revenue)’ CU172,097 S292w /o
To recognize the interest received on the hedged amount (CU19.2 million). 1y 172,097 dma) o=l gT Qe
Uogew Y(6a5la)l /o
9 This example does not show how amounts of interest revenue and interest expense are calculated. /(_s‘_'Jg_Q_uJ L/Z/j UQ_LZO 79]2} Zg_/bg_‘ua//ez&a//ulc - , ,/ UJJCZQ// u&/}[/
Dr Surplus or deficit (interest CU179,268 S2flell Lbginog Baflall ) 2lue olutal gy A Jhall 12 9

expense)
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Illustrative Examples

Cr Surplus  or deficit (interest CU179,268
revenue)
Cr Cash Nil
To recognize the interest received and paid on the swap designated as the hedging
instrument
Dr Surplus or deficit (loss) CU47,408
Cr  Derivative liability CU47,408

To recognize the change in the fair value of the swap.
Dr Separate line item in the statement of CU45,511
financial position
Cr  Surplus or deficit (gain) CU45,511

To recognize the change in the fair value of the hedged amount.

Iy 179,268 Lsguno) jasll gl il 0
2w (55Lall /5
) Jgd20 Sl
Iy 179,268 ol jasll o Ailall /o
ageuw (5a5lall
o0 will /o

bgaill 61515 diredll dnlsall e 632uallg dalivall 5276/ ol

iy 47,408 (8jlws)jasll of il 0

g /o
ol 47,408 @il 8l ol I
g /o

arylsall @alol] dausll 0 psill ol

by 45511 @oils o Jolwall 2l 40

Uagew Slall (4l /5
Iy 45511 (Luwdo)jasll of pilall - LI
lj:gm /o

a/ bgaiall glall dlalel] daidll (6 psill il

IE15. The net result on surplus or deficit (excluding interest revenue and interest expense) is
to recognize a loss of (CU1,897). This represents ineffectiveness in the hedging relationship

that arises from the change in estimated prepayment dates.

(635lall Logynng 6aflall sly] elitiwly) jasll gl Slall aslnll anuill g4 .15
0 duleloll pac dlb Jiay lamg (Gageuw Ty 1,897) lgiays 6jlus wuli] )
8280l jarall alawl Ayjlgi (o6 peill o Lius il bgaill ds1le

Beginning of Month 2

Ayl dyl2y

IE16.0n February 1, 20X1 Entity A sells a proportion of the assets in the various time periods.
Entity A calculates that it has sold 81/3 percent of the entire portfolio of assets. Because the
assets were allocated into time periods by allocating a percentage of the assets (rather than

individual assets) into each time period, Entity A determines that it cannot ascertain into

which specific time periods the sold assets were scheduled. Hence it uses a systematic and

Luunig dalino duoj ciljio o Jeo Dl go lzjs () agall 205 20X T plps 1,0 .16
JPunad i 268 aillg Jgo Il dheao ool go % 8.33 el 26 Lgil (1) agal
oo Jay) Jgodl o dglo @i gounai JUb o éuoj wljio 6 Jonll
0 1wl gubiuw 1 Lgil 5307 (1) dgall glo o] 8o J5 0 (@oyall Jgo I
skl o231 lgild g &choll JeoTll 8920 a7 63300 &iio] 8415 ]

136



Illustrative Examples

doageuwll dujell dalaall 06 ololl glhsll dnwlaoll juleog oualéo Julo
"ulallg il adloll wlgadl” 29 olell glball dwlaoll jhsoy a8opll dwljall
02024 jlan|

rational basis of allocation. Based on the fact that it sold a representative selection of the

assets in the portfolio, Entity A allocates the sale proportionately over all time periods.

2100 (520 Gle duwli gu ddace (1) dgall s dhoeaall o LYayi]
Auiojll calgisll

IE17. On this basis, Entity A computes that it has sold 81/3 percent of the assets allocated to
the three-month time period, i.e., CU8 million (81/3 percent of CU96 million). The proceeds
received are CU8,018,400, equal to the fair value of the assets.’® On derecognition of the
assets, Entity A also removes from the separate line item in the statement of financial
position an amount that represents the change in the fair value of the hedged assets that it
has now sold. This is 81/3 percent of the total line item balance of CU45,511, i.e., CU3,793.

10 The amount realized on sale of the asset is the fair value of a prepayable asset, which is less than the fair value of the equivalent

non-prepayable asset shown in [E7.

Joo Il go %8.33 tucl 25 Lgil Llwoy () dgall pgai «gwlwil 132 leg
96 o %8.33) s3g9w JUy ggilo 8 1am inig peuil &Ll 64ie) donall
5392w JUy 8,018,400 @ daliwall Wllnaiallg (sagew JUy ggalo
clolly () agall pgsi Joodl ol cle] aicqg ."* Jan il dlslell dousll (sqlud
ol lgsw a7 LUl g bgaiall JgolU dalell dausll 6 peill Jiay sl gLl
£ga20 3o %8.33 dui @ 02ag .Jlall j51all dails o Jaiuwall 2idl o

Lpgew Il 3,793 (sl .[agew Il 45,511 dagl Jaiuall aill 2oy

Jlal e Jaloall Joll lalsll dnsall go Jol o auall slawl) Jils Jod dalsell ansll ga Jodl sy aic @asiall shall 10

A7

IE18. Entity A makes the following accounting entries to recognize the sale of the asset and

the removal of part of the balance in the separate line item in the statement of financial

position:
Dr Cash CU8,018,400
Cr Cash CU8,000,000
Cr Separate line item in the statement CU3,793
of financial position
Cr Surplus or deficit (gain) CU14,607

To recognize the sale of the asset at fair value and to recognize a gain on sale
Because the change in the amount of the assets is not attributable to a change in the hedged

interest rate, no ineffectiveness arises.

7 6ya0ll 6 angall farall slauwll
90 jn clollg Jo Il gy il &l duwlaall squall Jos (1) dgall 0qai .18
ol jhpoll &adls (0 Jaiuwo 2 0 oyl
399w Jy 8,018,400 25l /5 g0
|
HJg520
299w JUy 8,000,000 Jodi /o
$3g2w JUy 3,793 dails 6 Jolwo 2l /o
Lol g0l
a9 Juy 14,607 (Luwbo) jasll ol gilall /a

22l 30 cuiho Al @lolell dadll oI gy ALY
L) bgaioll sajlall Jaso 6 pill J] bguio guy Jandll 2lo 0 peill ol

aulels pac Ly U

ailo
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Illustrative Examples

IE19. Entity A now has CU88 million of assets and CU80 million of liabilities in this time period.
Hence the net amount Entity A wants to hedge is now CU8 million and, accordingly, it

designates CU8 million as the hedged amount.

agilo 80 dowsg Jgolll 1o (sag2w JU) goilo 88 dous Il () dagall s .19

2y sl 2liall olo olo Slillg bpiall 03m 6 iloli Ul 4o (5392 JUy
8 el lgilo )y (e 2lig sagew JUy gullo 8 9o ¢TI abgai of agall
) baaiall gliall lgil Lle (s3g9m JUy guilo

IE20. Entity A decides to adjust the hedging instrument by designating only a proportion of
the original swap as the hedging instrument. Accordingly, it designates as the hedging
instrument CU8 million or 40 percent of the notional amount of the original swap with a
remaining life of two months and a fair value of CU18,963."" It also complies with the other
designation requirements in paragraphs 98(a) and AG162 of the Standard. The CU12 million
of the notional amount of the swap that is no longer designated as the hedging instrument is
either classified as held for trading with changes in fair value recognized in surplus or deficit,

or is designated as the hedging instrument in a different hedge.'?

11 CU47,408 x 40 percent.

12 The entity could instead enter into an offsetting swap with a notional principal of CU12 million to adjust its position and designate

aln DI amylaall go bao e guei Jils go bgaill 6ol Jyasi () dgall a7 .20

ol 392 JUy gwllo 8 alio cusi lgils U3 e clig bgai slaf lgil (,le
o pac 20 bgaill 815l lgil Ll alodl doylsal) Gouwdl ghall o %40
Lol ojili g " Usgew D) 18,963 (sqlu dale daidg ligsd awiao
Gubill wlaliy] 6j66g jueall go (198 s@all o Il gueill wllhial
o) Gl aoyleall owdl elioll o (s3g2uw Jby gotlo 12 cauini piyg 162
ol 2o poliall o0l Loy Baino lail Gle Lo] baai élal il e digeo 197
bgai 81l lgil e Lgined ol gl jawll ol gilall Lo dalell dadll o wlpsil

17 Lalinn bgai 0

as the hedging instrument all CU20 million of the existing swap and all CU12 million of the new offsetting swap %40 X (sageuw JUy 47,408 11
Jols gyeig ojsio Jiasil sag2uw Jly goalo 12 0j28 awl ol glio vils gl aylao opi of i go U agall ghoy 12
Gle 92w Juy gotko 12 2JUl 622201 dudygeill diylaall 2lio Joldg (sagow JUy ggtlo 20 2JWI 65gagall dryléall 2lo

baaill 8l Lgif
0 Joituall 2l g4y Jen ! 2y ge dulaall a2ig 20X1 plps 1,6 Lasg .21

IE21. As at February 1, 20X1 and after accounting for the sale of assets, the separate line

item in the statement of financial position is CU41,718 (CU45511 — CU3,793), which
represents the cumulative change in fair value of CU17.6" million of assets. However, as at
February 1, 20X1, Entity A is hedging only CU8 million of assets that have a cumulative
change in fair value of CU18,963." The remaining separate line item in the statement of
financial position of CU22,755 relates to an amount of assets that Entity A still holds but is
no longer hedging. Accordingly Entity A amortizes this amount over the remaining life of the

time period, i.e., it amortizes CU22,755 over two months.

salg gw) 3,793 - .gwy 45,511) Uagew DUy 41,718 g Jlall jHpall doils
a0 " sageuw Jly gaulo 17,6 dagal dolell anall 6 adlil yeill Jia)
Juy oudlo 8 bygais () agall pgai 20XT pluo 1 o los yalg Joodl
aiogd dalell aouall 6 sl pei gl Gillg bao Jandl o (sag2uw
Slall ol aoils o Jaiwall 2yl aous buipg . Uagsw Il 18,963
Baing () agall JI U sall Jgodl gliay '® Uagew Ty 22,755 o (&uiall
ole 2hall 1as slaiiwl (1) dgall pgai .2lal larig abgai 297 ol lgi4lg a
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13 CU19.2 million - (81 x CU19.2 million).
14 CU41,718 x (CU8 million/CU17.6 million).

15 CU41,718 - CU18,963

S0 LSle lj:g_v_u_u Dly 22,755 slaiiwl ells Gisyg bpioll éiioll sl sa0

(5292w JUj ggilo 19,2 X X %8.33) - (sag2w JUj ggilo 19,2 13
(292w JUy gailo 17,6 /sagow Jby ggulo 8) X L_Tagsuu Iy 41,718 14

Uogew Tl 18,963 = [agew Ty 41,718 15

IE22. Entity A determines that it is not practicable to use a method of amortization based on

a recalculated effective yield and hence uses a straight-line method.

slaitwl dsyb olaaiul ddasll &l go gioall go gu af (1) dgall 2305 .22
Lyl bl asyb paaiu Jlillg Jelall aflell luo 8alel e 2l

End of Month 2 (February 28, 20X 1)

(20X7 plus 28) Il gl dslgs

IE23.0n February 28, 20X1 when Entity A next tests effectiveness, LIBOR is unchanged. Entity
A does not revise its prepayment expectations. The fair value of the designated interest rate
swap with a notional principal of CU8 million is (CU9,518)" (the swap is a liability). Also, Entity
A calculates the fair value of the CU8 million of the hedged assets as at February 28, 20X1
as CU8,009,518."

16 CU23,795 [see paragraph IE8] x (CU8 million/CU20 million).

17 CU20,023,795 [see paragraph IE7] x (CU8 million/CU20 million)

Ja2o glo (sl 8po aylelall juidk () agall pgéi loaic 20X plus 28 o 23
yauoll a1l Lgilesgi () dgall Jasd g i o) gad gl gw 25l Jolsill
0J26 (Pn.wl Q.LDI slio wls digsal all 535lall Ja=o dryléo) dalell dossll jg4ig
oaaig (loljill dxylaall 557 (' 599w JUy 9,518) (oo 392w JUj guilo 8
Joodl go 392w JUy gudlo 8 glial dalell daydll Llwoy Iel () dgall

1 Uogew Tl 8,009,518 Lgil (,Le20XT plps 28 (.6 Las Lg) bgniall

(sagew JUy ggilo 20/ sageuw JUy gullo8) X (8 épsall 2al)) L_T_:gsuu Ty 23,795 16

Aesagew Jby gailo 20 / (sagew Juy gudlo 8) X (7 ésall 2ol)) ljjgsuu 1y 20,023,795 17

IE24. Entity A makes the following accounting entries relating to the hedge in this time period:

Dr Cash CuU71,707
Cr Surplus or deficit (interest Cu71,707
revenue)
7o recognize the interest received on the hedged amount (CU8 million).
Dr Surplus or deficit (interest expense) Ccu71,707
Cr Surplus or deficit(interest revenue) CU62,115
Cr Cash CU9,592

6yiall 0am (6 bgailly dhuipoll dlll duwlball sguall slach (0 dgall pgdi .24
“duiojll

Uagew Iy 71,707
&ogew allly 71,707 alp) josll ol slall
(55Lall
(5309w Jly swilo 8) lg) baaiall $llall e daliwall 6276/ Cilyil)
éyagew vallly 71,707 Loquoo) jasll gl il /> 30
(6a5lall

a1l
/5

/o o0
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To recognize the interest received and paid on the portion of the swap designated as the
hedg- ing instrument (CU8 million).

Dr CU9 445

Derivative liability
Cr CU9,445
To recognize the change in the fair value of the portion of the swap designated as the hedging
instrument (CU8 million) (CU2,518 - CU18,963).

Dr

Surplus or deficit (gain)

Surplus or deficit (loss) CU9,445

cr CU9,445

Separate line item in the statement of
financial position

7o recognize the change in the fair value of the hedged amount (CU8,009,578 - CU8,018,963).

i ) Gigda0 I
Uogow Dy 62,115 aly) josll ol pilall /2
(5a5lall
Uagew Dl 9,592 251l /5

bgai /ol aif e guedll dnylsall yo ciall e 631uallg dalivwall 6276 Coliil)
(5292w Jly owtlo 8)
L]:_uagsuu Iy 9,445 Gixiwall 61531 olji Ul /2 0
(pgew Dy 9,445 (Luwdo) jasll of gaslall ey
owlo 8) bgai slalail e queall drulsall yo cjall dolell daudl] 6 psill iyl
(Wogew Iy 18,963 — lisgew Ty 9,518) (5392w Jly
/5 o0

Uageuw DUy 9,445  (8)lws) jasll of gastall

Uogew Dby 9,445 dafls 6 Jéiwo 3l /5
Slodl j5pall
~ Usgew Dy 8,009,518) lg) bgaiall slall dalell dawll (0 wsill iy
(5gew Iy 8,018,963
IE25. The net effect on surplus or deficit (excluding interest revenue and interest expense) is | calogpmog dadlell culaly] clifiwl) joell gT il wlws Gle JJJCLJ oo .25
nil reflecting that the hedge is fully effective. oo ga (8ajlall

Llai Jelo bgaill o gussig

IE26. Entity A makes the following accounting entry to amortize the line item balance for this
time period:

Dr CuU11,378

Surplus or deficit (loss)

CuU11,378 @

Cr Separate line item in the statement of

financial position

To recognize the amortization charge for the period.

038 0 Jalwall 2l yoy slaiiw ) G uwlball auall el (0 dgall pgéi .26
HoJutel |

) Uagow Ty 11,378 (8)Lws) jasll gl ailall
Uogew Iy 11,378 &afls (6 Jaiwo 2l /5 Sl
Slall (510l

/5 o
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(a) CU22,755 + 2 0 ”_7, _[// 'il_/Z.U_c[/
2/ 92w JUy 22,755 ()
End of Month 3 CIU pguid] dnlgy

IE27. During the third month there is no further change in the amount of assets or liabilities
in the three-month time period. On March 31, 20X1 the assets and the swap mature and all

balances are recognized in surplus or deficit.

646 0 Cll jguill Jus wilolipdl gl JgoIl glo Lle o et iy U .27
2100 ] abg deylsallg Jeo Il Gatws 20XT guylo 31 (o LI gl
Jjasll of (ailall wlus 6 820, 0

IE28. Entity A makes the following accounting entries relating to this time period:

Dr Cash Cu8,071,707
Cr  Asset (statement of financial position) CU8,000,000
Cr  Surplus or deficit (interest revenue) Cu71,707
To recognize the interest and cash received on maturity of the hedged amount (CU8 million).
Dr Surplus or deficit (interest expense) Ccu71,707
Cr  Surplus or deficit (interest revenue) CU62,115
Cr  Cash CU9,592

To recognize the interest received and paid on the portion of the swap designated as the
hedg- ing instrument (CU8 million).
Dr Derivative liability CU9,518
CuU9,518
7o recognize the expiry of the portion of the swap designated as the hedging instrument (CU8

Cr  Surplus or deficit (gain)

million).
Dr Surplus or deficit (loss) Cu9,518
Cr Separate line item in the statement of CuU9,518

financial position

To remove the remaining line item balance on expiry of the time period.

:8yiall 0ag) dbuipoll Al duwlaall squall el () dgall ogai .28

&agew 1y 8,071,707 251l /5 g0
Sl
(HJg530
299w JUy 8,000,000 j4pall  aoils) ol /5
(Il
@ogew iy 71,707 alp) josll ol ilall /a
(55Lall
Juy udlo 8) d baaiall gliall @léniwl Ayl aic aliwoll 26illg sailall Cilil
(sag2u
éyagew vallly 71,707 Loquoo) jasll gl il /> 30
(635l
Sl
i ) Jg520
Uogew Iy 62,115 olyl) josll of gilall /2

(8a5lall
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Uagew Tl 9,592 25l /2

bgaidlalail e guedll doylsall yo cjall e 631uallg dalivall 6276) Coliiy)

(cs392w Jly yilo 8)
Uagew Tl 9,518 Giinall 6l olji Ll ool
Uagew Il 9,518 gl Aslall ol
(Luwsal)jasll
Sy swdlo 8) bgai 6lof @il e guedll dryléall go all doilo dlgi ciliiy
((s3g2w
hgew Iy 9,518 (8jLuwnsljaell of (ailall /> g0
Uogew DUy 9,518 dafls (6 Jéiwo 3l /5
Sllall j5pall

6ol duodlo dilgi aic (JSuo JSiwo 2i oy clofl)

IE29. The net effect on surplus or deficit (excluding interest revenue and interest expense) is

nil reflecting that the hedge is fully effective.

jo0 ga (635lall Logpnog daflall aly] clifiwb) jaell of gailall Lo wilil Lol .29
Llai Jelo bgaill o gubsig

IE30. Entity A makes the following accounting entry to amortize the line item balance for this

023 (6 Jslwo 20y ) il I bl 38l dpb () dgall ogar .30

time period: foJitel|
Dr Surplus or deficit (loss) cu11,377 bf:_”agmu Iy 11,377 (Bjlwd) josdl gl Sl /5 g0
Cr  Separate line item in the statement of CuU11,377%9 LTngu Dy 11,377 &@alls o Jolwo 2y /oS
financial position SJlall ol
To recognize the amortization charge for the period. Gpiol) sl iiw ] dol4i iy
(@) CU22.755+2 2/ sag9w JUy 22,755 ()
Summary oAlall

IE31. The tables below summarize:

a. Changes in the separate line item in the statement of financial position;

b Lo olisl Jgaall (paly .31
q 1 SJlall 50l dnls (o6 Jeiwall Al 6 calpsil T
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b. The fair value of the derivative; q :aéisall 6o 1l dolell dausll .
c. The surplus or deficit effect of the hedge for the entire three-month period of the q :alols baaill gl & lill spial jaell gf ailall Lle bgaill ji .o
hedge; and .d bgaio aif Sle queall 2liall cuéleiall 835la)l Logpnog éajlall alpl .o
d. Interestrevenue and interest expense relating to the amount designated as hedged.
Description Jan1, Jan 31, Feb1,20XI Feb 28, Mar 31, wyjlo 31 plpo 28 plpo 1 pliy 31 20X1 plig 1 Longll
20X1 20X1 20X1 20X1 20X1 20X1 20X1 20X1
Cu Cu Cu Cu Cu 8,000,000 8,000,000 8,000,000 19,200,000 20,000,000 Jaoll 2lio
Amount of asset 20,000,000 19,200,000 8,000,000 8,000,000 8,000,000 lgJ bgaiall
hedged ()
a. Changes in the separate line item in the statement of financial position Sllall j5pall 4ails o6 Jéiwall aigl (6 il 0]
Brought forward:
Balance to be 11,377 22,755 Jtela} Jtia} oo wglboll aunyl
Nil Nil Nil 22,755 11,377 oaleilwl
Remaining balance Nil Nil 45,511 18,963 9,518 9,518 18,963 45,511 Jte¥a) oD o)l ooyl
Less: Adjustment on sale Nil Nil (3,793) Nil Nil s s (3,793) s s \Jm:&fjl b
dodl 2y Gle
Adjustment for change in (9,518) (9,445) Jtefa) 45,511 oo peill il
fair value of the hedged Nil 45,511 Nil (9,445) (9,518) aolell daudll 6
asset lg) bgaiall 2ill
Amortization Nil Nil Nil (11,378)  (11,377) (11,377) (11,378) 100 Jres e Slaitw !
Carried forward: alill piall Jopo
Balance to be Nil a0 11,377 22,755 Jreta oo wglball oyl
Nil 22,755 11,377 Nil olaiiuwl
Remaining balance Nil 45,511 18,963 9,518 Nil J4n 9518 18.963 45,511 s uiall anyll
b. The fair value of the derivative datirall 811l alslell dousll (L)
CU20,000,000  Nil oylo 31 plus 28 plpe 1 20x1 plp31 20x1 plis 1
47,408 - - - 20x1 20x1 20x1
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CU12,000,000 Nil - 28,445 No longer designated as the - - - 47,408 o Juy 20,000,000
CU8,000,000 Nil - 18,963 9,518 Nil (S92
Total Nil 47,408 47408 9,518 Nil olaf @l e a0ins as ol 28,445 - o duy 12,000,000
c. Effect of the hedge on surplus or deficit bgaJ SI9
o ) Jtefa) 9,518 18,963 - oo Ju 8,000,000
Change in line item: asset  Nil 45,511 N/A (9,445) (9,518)
S92
Change in derivative fair Nil (47,408) N/A 9,445 9,518 oo 9518 47,408 47,408 oo cqanal
Net effect Nil (1,897) N/A Nil Nil jasll of gaflall e bgaill i (o)
Amortization Nil Nil N/A (11,378)  (11,377) wulo 31 plus 28 pluo 1 ply 31 20x1 plg1
20x1 20x1 20x1 20x1
(9,518) (9,445) &by U 45,511 ool o psil
In addition, there is a gain on sale of assets of CU14,607 at February 1, 20X1. Joll
9,518 9,445 &by 1 (47,408) o ansll Lo psill
d. Interest revenue and interest expense relating to the amount designated as hedged 6121l alalell
Interest revenue aaidoll
— on the asset Nil 172,097 N/A 71,707 71,707 Jrys Jrys b U (1,897) Jrys) Wl Lol
—on the swap Nil 179,268 N/A 62,115 62115 (11,377) (11,378) &by U Jry=) 1on slaitw
Interest expense 20x1 plpo 1 06 292w JUy 14,607 2lioy Joodl 24 o wwbo cllia glo ella L] dols)
—on the swap
Nil (179,268) N/A (71,707) (71,707) d baaio ail Gle gueall glall glaleiall 8a5lall Logynog 8aslall sl (o)
6aflall aly|
w31 plpe 28  plus 1 ply 31 1x20 plig 1
20x1 20x1 20x1 20x1
dadlall alp|
71,707 71,707 Guby U 172,097 oD dodl Ge-
62,115 62,115 Gibiy U 179,268 lela) drylsall (Jle-
dailall Logno
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(71,707) (71,707) Gubiy I (179.268) Jleia) aryléall e
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