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time horizons up to six months Entity C uses jet fuel contracts. Entity C’s
analysis of the market structure for oil and oil products and its evaluation of

the relevant facts and circumstances is as follows :

(i) Enlity C operates in a geographical area in which Brent is the crude
oil benchmark. Crude oil is a raw material benchmark that affects the
price of various refined oil products as their most basic input. Gas oil
is a benchmark for refined oil products, which is used as a pricing
reference for oil distillates more generally. This is also reflected in the
types of derivative financial instruments for the crude oil and refined

0il products markets of the environment in which Entity C operates,

such as:

® the benchmark crude oil futures contract, which is for Brent crude
ol ;

® the benchmark gas oil futures contract, which is used as the
pricing reference for distillates—for example, jet fuel spread
derivatives cover the price differential between jet fuel and that

benchmark gas oil; and

® the henchmark gas oil crack spread derivative (ie the derivative
for the price differential between crude oil and gas oil—a refining

margin) , which is indexed to Brent crude oil.

(ii) the pricing of refined oil products does not depend on which particular
crude oil is processed by a particular refinery because those refined
oil products (such as gas oil or jet fuel) are standardised products,

Hence, Entity C concludes that the price risk of its jet fuel purchases
includes a crude oil price risk component based on Brent crude oil and a gas
oil price risk component, even though crude oil and gas oil are not specified
in any contractual arrangement. Entity C concludes that these two risk
components are separately identifiable and reliably measurable even though
they are not contractually specified. Consequently, Entity C may designate
hedging relationships for forecast jet fuel purchases on a risk components
basis ( for crude oil or gas oil ). This analysis also means that if, for
example, Entity C used crude oil derivatives hased on West Texas
Intermediate ( WTI) crude oil, changes in the price differential between

Breni crude oil and WTI crude oil would cause hedge ineffectiveness.

Entity D holds a fixed-rate debt instrument. This instrument is issued in an
environment with a market in which a large variety of similar debt
instruments are compared by their spreads to a benchmark rate { for

example, LIBOR) and variable-rate instruments in that environment are
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Qualifying criteria for hedge accounting (Section 6 4)

Hedge effectiveness
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B6.4.8 An example of credit risk

.4.7 Because the hedge accounti
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The assessment of whether an economic relationship exists includes an analysis of
the possible behaviour of the hedging relationship during ils term fto ascertain
The mere

whether it can be expected to meet the risk management ohjective.

oxistence of a statistical correlation between two variables does mot, by itself,

support a valid conclusion that an economic relationship exists.

The effect of credit risk

ng model is based on a general notion of offset between
gains and losses on the hedging instrument and the hedged item, hedge
is determined not only by the economic relationship between those
bul also by the effect of credit risk on
the hedged item. The effect of credit

¢ relationship between the hedging

effectiveness
items (ie the changes in their underlyings)
the value of both the hedging instrument and
risk means that even if there iz an economi
the level of offset might become erratic. This can

instrement and the hedged item,
the hedging instrument or the

vesult from a change in the credit risk of either

Ledged item that is of such a magnitude that the credit risk dominates the value

changes that result from the economic relationship (ie th
A level of magnitude that gives rise to dominance is one that

e effect of the changes in

the underlyings ).
would result in the loss (or gain) from credit risk frusirating the effect of changes

in the underlyings on the value of the hedging instrument or the hedged item, even

if those changes were significant. Conversely, if during a particular period there is

little change in the underlyings, the fact that even small credit risk-related changes

in the value of the hedging instrument or the hedged item might affect the value

more than the underlyings does not create dominance.

dominating a hedging relationship is when an enlity

hedges an exposure to commodity price risk using an uncollateralised derivative. If

the counterpart
the effect of the changes in the counterparty’s credit standing might
alue of the

y to that derivalive experiences a severe deterioration in its credit

standing,
outweigh the effect of changes in the commodity price on the fair v

hedging instrument, whereas changes in the value of the hedged item depend

largely on the commedity price changes.

Hedge ratio

B6.4.9 In accordance with the hedge effectiveness requirements, the hedge ratio of the

hedging relationship must be the same as that resulting from the quantity of the
hedges and the quantity of the hedging

hedged item that the entity actually
edge that quantity of hedged item.

instrument that the entity actually uses to h
Hence, if an entily hedges less than 100 per cent of the exposure on an item, such

as 85 per cent, it shall designate the hedging relationship using a hedge ratio that is

the same as that resulting from 85 per cent of the exposure and the quantity of the

hedging instrument that the entity actually uses to hedge those &5 per cent.
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alternatively be accounted for as a cash flow hedge.

Measurement of hedge ineffectiveness

an entity shall consider the time value of

4 When measuring hedge ineffectiveness,
money. Consequently, the entity determines the value of the hedged item on a
e in the value of the hedged item also

56,5.

present value basis and therefore the chang

includes the effect of the time value of money.

value of the hedged item for the purpose of

g6.5.5 To calculate the change in the
an entity may use a derivative that would have

measuring hedge ineffectiveness,
the critical terms of the hedged item ( this is commonly referred to
for example for a hedge of a forecast
For

terms that match
as a * hypothetical derivative” ), and,
ansaction, would be calibrated using the hedged price (or rate)} level.

if the hedge was for a two-sided risk at the current market level, the
ct that is

tr.
example,
fi/pothetical derivative would represent a hypothetical forward contra
calibrated to a value of nil at the time of designation of the hedging relationship. If
the hedge was for example for a one-sided risk, the hypothetical derivative would

represent the intrinsic value of a hypothetical option that at the time of designation

of the hedging relationship is at the money if the hedged price level is the current
market level, or out of the money if the hedged price level is above (or, for a
hedge of a long position, below) the current market level. Using a hypothetical

derivative is one possible way of calculating the change in the value of the hedged

item. The hypothetical derivative replicates the hedged item and hence results in
if that change in value was determined by a different

the same outcome as
is not a method in its own

approach. Hence, using a ° hypothetical derivative’
right but a mathematical expedient that can only be used to calculate the value of
the hedged item. Consequently, a “ hypothetical derivative’ cannot be used to
include features in the value of the hedged item that only exist in the hedging
instrument ( but not in the hedged item). An example is debt denominated in a
foreign currency ( irrespective of whether it is fixed-rate or variable-rate debt).
When using a hypothetical derivative to calculate the change in the value of such
debt or the present value of the cumulative change in its cash flows, the

hypothetical derivative cannot simply impute a charge for exchanging different

currencies even though actual derivatives under which different currencies are
exchanged might include such a charge ( for example, cross-currency interest rate
swaps) .

B6.5.6 The change in the value of the hedged item determined using a hypothetical

derivative may also be used for the purpose of assessing whether a hedging

relationship meets the hedge effectiveness requirements.

Rebalancing the hedging relationship and changes fo the hedge ratio

B6.5.7 Rebalancing refers to the adjustments made to the designated quantities of the
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B6.5.15 Rebalancing daes not apply

B6.5.16 If a hedging relationship is rebalanced ,
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imbalance that would create hedge ineffectiveness that could

‘ : result ;
accounting outcome that w i »

ould be inconsistent with the Purpose of peq
E
ge

accounting; or

(b) an entity would retain quantities of the hed

. . ging instrument and th
ttem that it actually uses, 1

: resulling in a hedge ratio that
circumslances, would reflect an ’

hedged

In pey

imbalance that would Create  hgg
Be
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meonsistent with the purpose of hedge accountin
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tcome that would },
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ge ratio) .

if the risk management ohjecti
: . Jective for a hedy:
relationship has changed. Instead , hedge accounting for that hedging relatio gl:r.lg
. e . . .
shall be discontinued ( despite that an entity might designate a ney h ds']p
. =] € glng

relationship that involves the hedging instrument or hedged item of the i
- . . 5
hedging relationship as described in paragraph B6. 5, 28) .

the adjustment to the h i
ing edge
effected in different ways =G

(a) the weighting of the hedged item can be increased (which at the same
reduces the weighting of the hedging instrument) by 4

(i) increasing the volume of the hedged item; or
(ii) decreasing the volume of the hedging instrument.

(b) t.he weighting of the hedging instrument can be increased ( whici ot the same
time reduces the weighting of the hedged item) S by .

(1) increasing the volume of the hedging instrumens: «r

(ii) decreasing the volume of the hedged item,
Changes in volume refer to the quantities

that are part of the hedging relationship.

[ - ssarily mean that the items or transactions
no longer exist, or are no longer expected to occur
]

hedging relationship.

Hence, decreases in volumes do not nece

but that they are not part of the

For example, decreasing the volume of the hedging

mstrument can result in the entity retaining a derivative, hut only part of it might

remain a hedging instrument of the hedging relationship.
rebalancing could be effected only hy reducing the volume o
in the hedging relationship
longer needed. In that case,

This could oceur if the

f the hedging instrument
but with the entity relaining the volume that is no
" . the undesignated part of the derivative would be
accounted for at fair value through profit or loss (unless it was designated as a

hedging i i i i i
gIng instrument in a different hedging relationship) .

6.5 17

B6.5.18

B6.5.19
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Adjusting the hedge ratio by increasing the volume of the hedged item does not
affect how the changes in the fair value of the hedging instrument are measured.
The measurement of the changes in the value of the hedged item related to the
previously designated volume also remains unaffected. However, from the date of
rebalancing, the changes in the value of the hedged item also include the change in
the value of the additional volume of the hedged item. These changes are measured
starting from, and by reference to, the date of rebalancing instead of the date on
which the hedging relationship was designated. For example, if an entity originally
hedged a volume of 100 tonnes of a commodity at a forward price of CU80 (the
forward price at inception of the hedging relationship) and added a volume of 10
tonnes on rebalancing when the forward price was CU90, the hedged item alter
rebalancing would comprise two layers: 100 tonnes hedged at CU80 and 10 tonnes
hedged at CU90.

Adiusting the hedge ratio by decreasing the volume of the hedging instrument does
nui affect how the changes in the value of the hedged item are measured. The
measurement of the changes in the fair value of the hedging instrument related Lo
the volume that continues to be designated also remains unaffected. However, from
the date of rebalancing, the volume by which the hedging instrument was decreased
is no longer part of the hedging relationship. For example, if an entity originally
hedged the price risk of a commaodity using a derivative volume of 100 tonnes as the
hedging instrument and reduces that volume by 10 tonnes on rebalancing, a
nominal amount of 90 tonnes of the hedging instrument volume would remain (see
paragraph B6. 5. 16 for the consequences for the derivative volume (ie the 10

tonnes) that is no longer a part of the hedging relationship) .

Adjusting the hedge ratio by increasing the volume of the hedging instrument does
not affect how the changes in the value of the hedged item are measured. The
measurement of the changes in the fair value of the hedging instrument related to
the previously designated volume also remains unaffected. However, from the date
of rebalancing, the changes in the fair value of the hedging instrument also include
the changes in the value of the additional volume of the hedging instrument. The
changes are measured starting from, and by reference to, the date of rebalancing
instead of the date on which the hedging relationship was designated. For example,
if an entity originally hedged the price risk of a commeodity using a derivative
volume of 100 tonnes as the hedging instrument and added a volume of 10 tonnes on
rebalancing, the hedging instrument after rebalancing would comprise a total
derivative volume of 110 tonnes. The change in the fair value of the hedging
instrument is the total change in the fair value of the derivatives that make up the
total volume of 110 tonnes. These derivatives could ( and probably would) have
different critical terms, such as their forward rates, because they were entered into
at different points in time (including the possibility of designating derivatives into

hedging relationships after their initial recognition).
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of the date on which the original hedging relationship was designated

(b) a hedging relationship is discontinued before the end

. : of its term.
hedging instrument in that hedging relationship ¢ b

iy - : an be designated a5 the
hedging instrument in another hedging relationship ( for example  wh
. . o . & » When
adjusting the hedge ratio on rebalancing by increasing the volume of
: G

hedging instrument or when designating a whole new hedging relationshi )
p

Accounting for the time value of options

An oplion can be considered as being related to a time period because its time ya]

rleprt:sents a charge for providing protection for the option holder over a erivz &
lime. However, the relevant aspect for the purpose of assessing whether :)n oO 'Uf
hedges a transaction or lime-period related hedged item are the charactf-risi'ptmn
that hedged item, including how and when it affects profit or loss. Hence da ms'of
shall assess the type of hedged item ( see paragraph 6.5.15(a) ) on th,e l]:a:snz:

the nature of the hedged item (regardless of whether the hedging relationship i
cash flow hedge or a fair value hedge) O

(a) the time value of an option relates to a transaction related hedged item if the
nature of the hedged item is a transaction for which the time :'a]uev has the
character of costs of that transaction. An example is when ‘the Lir;le value of

an oplion relates to a hedged item that results in the r cozaition of an item

whose initial measurement includes transaction costs vfor example, an entity
hedges a commodity purchase, whether it is a forecast transaetion, or a firm
commitment, against the commodity price risk and includes the transaction
costs in the initial measurement of the inventory ). As a consequence of
including the time value of the option in the initial measurement of the
particular hedged item, the time value affects profit or loss at the same time
as that hedged item. Similarly, an entity that hedges a sale of a commodity
whether it is a forecast transaction or a firm commitment, would include Th;
time value of the option as part of the cost related to that sale ( hence, the
time value would be recognised in profit or loss in the same period a; the
revenue from the hedged sale).

(b) the time value of an option relates to a time-period related hedged item if the
nature of the hedged item is such that the time value has the character of a

cost for obtaining protection against a risk over a particular period of time

International Financial Reporting Standard 9 Financial Instruments

( but the hedged item does not result in a transaction that invelves the notion
of a transaction cost in accordance with (a)). For example, if commodity
inventory is hedged against a fair value decrease for six months using a
commodity option with a corresponding life, the time value of the option
would be allocated to profit or loss (ie amortised on a systematic and rational
basis) over that six-month period. Another example is a hedge of a net
investment in a foreign operation that is hedged for 18 months using a
foreign-exchange option, which would result in allocating the time value of

the option over that 18-month period.

B6.5.30 The characteristics of the hedged item, including how and when the hedged item
affects profit or loss, also affect the period over which the time value of an option
that hedges a time-period related hedged item is amortised, which is consistent with
the period over which the option’s intrinsic value can affect profit or loss in
acuoidance with hedge accounting. For example, if an interest rate option (acap)
is used to provide protection against increases in the interest expense on a floating
rate bond, the time value of that cap is amortised to profit or loss over the same

period over which any intrinsic value of the cap would affect profit or loss:

(a) if the cap hedges increases in interest rates for the first three years out of a
total life of the floating rate bond of five years, the time value of that cap is

amortised over the first three years; or

(b) if the cap is a forward start option that hedges increases in interest rates for
years two and three out of a total life of the floating rate bond of five years,

the time value of that cap is amortised during years two and three.

B6.5.31 The accounting for the time value of options in accordance with paragraph 6.5.153
also applies to a combination of a purchased and a written option ( one being a put
option and one being a call option) that at the date of designation as a hedging
instrument has a net nil time value ( commonly referred to as a * zero-cost collar’ ).
Tn that case, an entity shall recognise any changes in time value in other
comprehensive income, even though the cumulative change in time value over the

total period of the hedging relationship is nil. Hence, if the time value of the option

relates to:

(a) a transaction telated hedged item, the amount of time value at the end of the
hedging relationship that adjusts the hedged item or that is reclassified to
profit or loss ( see paragraph 6.5.15(b)) would be nil.

(b) a time-period related hedged item, the amortisation expense related to the

time value is nil.

B6.5.32 The accounting for the time value of options in accordance with paragraph 6.5.15
applies only to the extent that the time value relates to the hedged item ( aligned
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entity shall recognise any fair value changes attributable 1o the forward elemepy 1
s ; ; . n
other comprehensive income, even though the cumulative fair

value Changg
attributable to the forward element over the total period of the hedgi

ng relationship
is nil. Hence, if the forward element of a forward contract relates lo:

{a)  a transaction related hedged item, the amount in respect of the forwarg
element al the end of the hedging relationship that adjusts the he
or that is reclassified to profit or loss (sec paragraphs 6.5. 15(b

16) would be nil,

dged itey
) and 6.5,

(b)

a time-period related hedged item, the amorlisation amount related to the
forward element is nil.

The accounting for the forward element of forward contracts in accordance yith
paragraph 6. 5. 16 applies only to the extent that the lorward element relates to the
hedged item ( aligned forward element). The forward element of a forward contraet
relates to the hedged item if the critical terms of the forward contract (such as the
nominal amount, life and underlying) are aligned with the hedged item. Hence, if
the critical terms of the forward contract and the hedged item are not fully aligned
an entity shall determine the aligned forward element, ie how much of the forward
element included in the forward contract ( actual forward element) relates to the
hedged item ( and therefore should be treated in accordance with paragraph 6. 5,
16}. An entity determines the aligned forward element using the valuation of the

forward contract that would have critical terms that perfectly match the hedgod
item.

If the actual forward element and the aligned forward element differ, on eniity shall
determine the amount that is accumulated in a separate component. of equity in
accordance with paragraph 6.5. 16 as follows

(a)

if, at inception of the hedging relationship, the absolute amount of the actual

forward element is higher than that of the aligned forward element the entity
shall .
(i) determine the amount that is accumulated in a separate component of
equity on the basis of the aligned forward element; and

(ii) account for the differences in the fair value changes between the two

forward elements in profit or loss.

(b) if, at inception of the hedging relationship, the absolute amount of the actual
forward element is lower than that of the aligned forward element, the entily
shall determine the amount that is accumulated in a separate component of

equity by reference to the lower of the cumulative change in fair value of:

g6.5. 39

B6.6.2

B6.6.3
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the absolute amount of the actual forward element; and

(i)
(ii)

the absolute ameunt of the aligned forward element,

Any remainder of the change in fair value of the actual forward element shall be

recognised in profil or loss.

When an enlity separales the foreign currency basis spread from a financial
instrument and excludes it from the designation of that financjal instrument as the
hedging instrument ( see paragraph 6. 2. 4 (b)), the application guidance in
paragraphs B6.5.34 — B6.5.38 applies to the foreign Currency basis spread in the

same manner as il is applied to the forward element of a forward contract.

Hedge of a group of items ( Section 6.6)

Hedge of a net position

Fligibility for hedge accounting and designation of a net position

A net position is eligible for hedge accounting only if an entity hedges on a net
basis for risk management purposes. Whether an entity hedges in this way is &
maiter of fact ( not merely of assertion or documentation ) . Hence, an entily cannot
apply hedge accounting on a net basis solely to achieve g particular accounting
outcome if that would not reflect its risk management approach. Net position
hedging must form part of an established risk management strategy. Normally this

would be approved by key management personnel as defined in TAS 24,

For example, Entity A, whose functional currency is its local currency, has a firm
commitment to pay FC150 000 for advertising expenses in nine months’ time and a
firm commitment to sell finished goods for FC130 000 in 15 yonths’ time. Entity A
enters into a foreign currency derivative that seitles in nine months’ time under
which it receives FC100 and pays CU70. Entity A has no other exposures to FC.
Entity A does not manage foreign currency risk on a net basis. Hence, Entity A
cannot apply hedge accounting for a hedging relationship between the foreign
currency derivative and a nel posilion of FC100 (consisti—ug of FC150 000 of the
firm purchase commitment—ie advertising services—and FC149 900 { of the FC150

000) of the firm sale commitment) for a nine-month period,

If Entity A did manage foreign currency risk on a net basis and did not enter into
the foreign currency derivative ( because it increases its foreign currency risk
exposure instead of reducing it), then the entity would he in a natural hedged
position for nine months. Normally, this hedged position waould not be reflected in
the financial statements because the transaclions are regognised in different
reporting periods in the future. The nil net position would be eligible for hedge

accounting only if the conditions in paragraph 6.6.6 are me;.
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apply.

For a cash flow hedge of a net position, the amounts determined in accordance With
paragraph 6.5. 11 shall include the changes in the value of the items in the n

position that have a similar effect as the hedging instrument in conjunction with thﬂ
fair value change on the hedging instrument. However, the changes in the valye i-
the items in the net position that have a similar effect as the hedging instrument ao
recognised only once the transactions that they relate to are recognised, such 1
when a forecast sale is recognised as revenue. For example, an entity has a gro E
of highly probable forecast sales in nine months’ time for FC100 and a eroy ul;
highly probable forecast purchases in 18 months’ time for FC120. It heggespt};
f‘orcign currency risk of the net position of FC20 using a forward exchange contract
for FC20. When determining the amounts that are recognised in the cash ﬂo‘;,

hedge reserve in accordance with paragraph 6.5.11¢ a) —6.5.11(h), the ent
compares ; ! i

a > fair v orwan <
(a) the fair value change on the forward exchange contract together with the

foreign currency risk related changes in the value of the highly probable
forecast sales; with

(b) the foreign curreney risk related changes in the value of the highly probable
forecast purchases.

However, the entity recognises only amounts related to the forward exchange
contract until the highly probable forecast sales transactions are recognised in tee
financial statements, at which time the gains or losses on those forecast tran-actions
are recognised (ie the change in the value attributable to the change in th= loreign
exchange rate belween the designation of the hedging relationzhip  and the
recognition of revenue), 7

Similarly, if in the example the entity had a nil net positioi: it would compare the
foreign currency risk related changes in the value of the highly probable forecast
sales with the foreign currency risk related changes in the value of the highly
probable forecast purchases. However, those amounts are recognised only once the

related forecast transactions are recognised in the financial statements.
Layers of groups of items designated as the hedged item

For th in p: i i
r the s..amtij rfaasons noted in paragraph B6.3. 19, designating layer components of
groups of existing items requires the specific identification of the nominal amount of

the group of items from which the hedged layer component is defined.

A hedging relationship can include layers from several different groups of items.
For example, in a hedge of a net position of a group of assets and a group of

liabilities, the hedging relationship can comprise, in combination, a layer

International Financial Reporting Standard 9 Financial Instruments

component of the group of assets and a layer component of the group of liahilities.

Presentation of hedging instrument gains or losses

B6.6.13 If items are hedged together as a group in a cash flow hedge, they might affect

different line items in the slatement of profit or loss and other comprehensive
income. The presentation of hedging gains or losses in that statement depends on

the group of items.

B6. 6. 14 If the group of items does not have any offsetting risk positions ( for example, a

group of foreign currency expenses that affect different line items in the statement of
profit or loss and other comprehensive income that are hedged for foreign currency
risk ) then the reclassified hedging instrument gains or losses shall be apportioned
to the line items affected by the hedged items. This apportionment shall be done on
a systemalic and rational basis and shall not result in the grossing up of the net

gaine or losses arising from a single hedging insirument.

B6.6. 1510 the group of items does have offsetting risk positions ( for example, a group of

sales and expenses denominated in a foreign currency hedged together for foreign
currency risk) then an entity shall present the hedging gains or losses in a separale
line item in the statement of profit or loss and other comprehensive income.
Consider, for example, a hedge of the foreign currency risk of a nel position of
foreign currency sales of FC100 and foreign currency expenses of FC80 using a
forward exchange contract for FC20. The gain or loss on the forward exchange
contract that is reclassified from the cash flow hedge reserve to profit or loss (when
the net position affects profit or loss) shall be presented in a separate line item from
the hedged sales and expenses. Moreover, if the sales occur in an earlier period
than the expenses, the sales revenue is still measured at the spot exchange rate in
accordance with TAS 21. The related hedging gain or loss is presented in a separale
line item, so that profit or loss reflects the effect of hedging the net position, with a
corresponding adjustment to the cash flow hedge reserve. When the hedged
expenses affect profit or loss in a later period, the hedging gain or loss previously
recognised in the cash [low hedge reserve on the sales is reclassified to profit or loss
and presented as a separate line item from those that include the hedged expenses,

which are measured at the spot exchange rate in accordance with IAS 21.

B6.6.16 For some types of fair value hedges, the objective of the hedge is not primarily to

offset the fair value change of the hedged item but instead to lransform the cash
flows of the hedged item. For example, an entity hedges the fair value interest rate
risk of a fixed-rate debt instrument using an interest rate swap. The entily’s hedge
objective is to transform the fixed-interest cash flows into floaling interest cash
flows. This objective is reflected in the accounting for the hedging relationship by
aceruing the net interest accrual on the interest rate swap in profit or loss. In the

case of a hedge of a net position (for example, a net position of a fixed-rate asset
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(b)  hedge accounting ( paragraphs B4 - B6) ,
(¢)  non-controlling interests ( paragraph B7) ;

(d)

classification and measurement of fi 1al as

s of financial assets ( paragraphs B3
(e) impairment of financial assets ( paragraphs B8D — BS§G) ;
(f) embedded derivatives ( paragraph B9) ; and

(g) sovernment loans ( paragraphs B10 ~ B12).

Derecognition of financial assets and financial liabilities

B2

B3

Except as permitied by paragraph B3, a first-time adopter shall app]

derecognition requirements in IFRS 9 prospectively for transaction i
on or after the date of transition to IFRSs. l e
derecognised

g Tring
e For example, if a first-time adopter
- non-derivative financial assets or non-derivative finan ial
. e, . g s =3 o v e Cla
iabilities in accordance with its previous GAAP as a result of a transacti
e ! J saction
occurred before the date of transition to IFRSs, it shall not Tecogni
- lognise

those assets and liabilities in accordance with IFRSs (unless they qualify f,
88 2y 1y Ifor

recognition as a result of a later transaction or event)

Despite K i
pite paragraph B2, an entity may apply the derecognition requirements ip

IFRS i :

o 9 retrospectively from a date of the enlity’s choosing, provided that h
informati : i i ! ‘ e
! atl?n needed to apply IFRS 9 to financial assets and financial lia%lites
derecognised as a result of past transactions was obtained at the

- ar ime
initially accounting for those transactions. t 4

Hedge accounting

B4

Bs

As required by TFRS 9, »
s required by TFRS 9, at the date of transition ta [FPSe 4n entity shall;
(a) measure all derivatives at fair value: and

(b)

eliminate all deferred losses and gains arising on derivatives that were

reported in accordance with previous GAAP as if they were assets or
liabilities.

A ; . :

hnj e-ntlly sheTll not reflect in ils opening IFRS statement of financial position a
edging relationship of a type that does not qualify for hedge accounting in

accordance with IFRS 9 (for example

oo . many hedging relationships where the
edging instrumenl is a stand-al

A . . one written option or a net written option; or
> e hedged item is a net position in a cash flow hedge for another risk

than forei ¥ i i
eign currency risk ). However, if an entity designated a net position as

5 B . . ; .
hedged item in accordance with previous GAAP, it may designate as a

B6

B8

B8 A

B§B

B8C
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hedged item in accordance with IFRSs an individual item within that net
position, or a nel position if that meets the requirements in paragraph 6. 6.1
of IFRS 9, provided that it does so no later than the date of Lransition to
IFRSs.

If, before the dale of Lransition io [FRSs, an entily had designated a trans-
action as a hedge but the hedge does not meet the conditions for hedge
accounting in TFRS 9, the entity shall apply paragraphs 6.5.6 and 6.5.7 of
IFRS 9 to discontinue hedge accounting. Transactions entered into belore the

date of transition to IFRSs shall not be retrospectively designaled as hedges.

Classification and measurement of financial instrumentis

An entily shall assess whether a financial asset meets the conditions in parag-
raph 4. 1.2 or the conditions in paragraph 4. 1. 2A of IFRS 9 on the basis of

the facts and eircumstances that exist at the date of transition to IFRSs.

If it is impracticable lo assess a modified time value of money element in
accordance with paragraphs B4, 1.9B - B4. 1. 9D of IFRS 9 on the basis of
the facts and circumstances thal exist at the date of transition to IFRSs, an
entity shall assess the contractual cash flow characteristics of that financial
asset on the hasis of the facts and circumstances that existed at the date of
iransition to TFRSs without taking into account the requirements related to the
modification of the time value of money element in paragraphs B4. 1. 9B -
B4.1.9D of IFRS 9. (In this case, the entity shall also apply paragraph 42R
of TFRS 7 but references to * paragraph 7.2.4 of IFRS 9’ shall be read to
mean this paragraph and references to ° initial recognition of the financial
asset’ shall be read lo mean °al the date of transition to IFRSs’ . )

Tf it is impracticable to assess whether the fair value of a prepayment feature
is insignificant in accordance with paragraph B4.1.12(¢) of IFRS 9 on the
basis of the facts and circumstances that exist at the date of transition to
TFRSs, an enlity shall assess the contractual cash flow characteristics of that
financial asset on the basis of the facts and circumstances that existed at the
date of transition to IFRSs without taking into account the exception for
prepayment features in paragraph B4. 1. 12 of TFRS 9. (In this case, the
entity shall also apply paragraph 423 of TFRS 7 but references to ‘ paragraph
7.2.5 of TFRS 9’ shall be read to mean this paragraph and references to
“initial recognition of the financial asset’ shall be read to mean  at the date

of transition to ITFRSs’. )

If it is impracticable ( as defined in [IAS 8 ) for an entity to apply
retrospectively the effective interest method in IFRS 9, the fair value of the

financial assel or the financial liability al the date of transition to TFRSs shall
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ment to restate comparative

information for IFRS 9

El

If an entity’s first IFRS reporting period begins before 1 January 2019 and the
‘RS 0 (issued in 2014 ), the

entity applies the completed version of IF
comparative infarmation in the entity’s first IFRS (inancial statemenis need not
comply with IFRS 7 Financiael Instruments ;
of TFRS 9 (issued in 2014 ), lo the extent that the disclosures required by
IFRS 7 relate to items within the scope of IFRS 9. For such enfilies,
references to the chall mean, in the case of

[FRS 7 and IFRS 9 (2014) only, the beginning of the first IFRS reporting

Disclosure or the completed version

¢ date of transition Lo [FRSs’

period.

parative information that does not comply

§ 9 (issued in 2014) in its first

An entity that chooses to presenl com
with IFRS 7 and the completed version of IFR

year of transition shall ;

of its previous GAAP in place of the requirements

(a) apply the requirements
ms within the scope of

of TFRS O to comparative information about ite
IFRS 9.

(b) disclose this fact together with the basis used to prepare this information.

(c¢) treat any adjustment between (he statement of financial position at the

comparalive period’s reporting  date ( ie the statement of financial
[ormation under previous GAAP)

position that includes comparative in
at the start of the first IFRS

and the statement of financial position
reporting period ( ie the first period that includes information that
complies with TFR3 7 and the completed version of [FRS 9 (issued in
hange in accounling policy and give the
a) — (e) and (£) (1) of TAS 8.

d in the statement

2014)) as arising from a ¢
disclosures required by paragraph 28 (
Paragraph 28 () (1) applies only to amounls presente
of financial position at the comparative period’s reporting date.

of TAS 1 to provide additional disclosures when

(d) apply paragraph 17 (c)
ents in IFRSs is insufficient to

compliance with the specific requirem
e impact of particular transactions, other

enable users to understand th
ial

events and conditions on the entity’s financial pesition and financ

performance.

IFRS 2 Share-based Payment

C5

Paragraph 6 is amended to read as follows,

6

and paragraph 63C is added.

This IFRS does not apply to share-based payment iransactions in which the
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64L IFRS 9, as i ;
, , as issued in July 2014, amended paragraphs 16, 42 53
and B41 and deleted paragraphs 64A . 640 and 64H. A P 2w 56, sg (e)
2 z - n entit
those amendments when it applies [FRS 9 <kl apply ha : : ivati i
L 7 1FRS 9 requires an enlity lo separate some embedded derivatives from their host
7 ‘In Appendix B, paragraph B41 is amended to read as foll contract, measure them at fair value and include changes in their fair value in
- E as iollows - . . . ; i : .
B4l Th - profit or loss. TFRS 9 applies to derivatives embedded in an insurance contracl
e acquirer : , : o .
quirer shall not recognise a separate valuati ‘ unless the embedded derivative is itself an insurance contract.
;A P valuation allowance a f
acquisition dale for assets acqui ; ‘€ as of the
BE cquited in a business inati
188 €O . 3 R — .
measured at their acquisition-date fair I ! i are & As an exception to the requirements Im IFRS 9, an insurer need not separate,
| - values bec: g ; ’ ; .
uncertainty about future cash flows are included ; h('dl;se the effects of and measure al fair value, a policyholder’s option to surrender an insurance
= = uded 1n the fair v . .
For example, because this TFRS requires th . ¢ fair value measure, contract for a fixed amount (or for an amount based on a fixed amount and an
; ; = e acquirer t : : , p < . . s
receivables, including loans, at their q iotind 0 measure acquired interest rate) , even if the exercise price differs from the carrying amount of the
) Hi acquisition-date ir v . ; iabili i i
accounting for a business combination. i : d e fair values in host insurence Lability. However, the requirements 1n IFRS 9 do apply to a put
= ‘ 1€ acquirer : if
separate valuation allowance for Lhe L‘Ol'll’racl ] ? b1l 068 ot recognise 5 option or cash surrender option embedded in an insurance contract if the
ual cash Tlow, . s . 2 : "
be uncollectible at that date or a loss allow £ s thal are deemed tg surrender value varies in response to the change in a financial variable ( such as
§ ance ; :
IFRS 4} or expected credit losses, airequity or commodity price or index) , or a non-financial variable that is not
n - , :
surance Coniracts cpecific to a parly to the contract. Furthermore, those requirements also apply
8 I . if the holder’s ability to exercise a pul option or cash surrender option is
n the Introduction paragraph IN3 is amended t ey ‘ . ! : T I . 4 ; - i B
o read as follows . triggered by a change in such a variable (for example, a put option that can be
IN3  The IFRS s . exercised if a stock market index reaches a s ecified level ).
th > appliced all. tempance sonssaors {including reinsurance cont ) ' )
at an entity issues a . B e contracts )
it y 1ssues and lo reinsurance conlracts that it holds, except f 12 To unbundle a contract, an insurer shall:
speciiied contracts covered by other IFRS ’ oz
: ¥ é Ss. It does not apply
and liabilities of ; ) pply to other assets . ) G RS . . .
e les of an insurer, such as financial assets and financial liabiliti | CGa) ol this LERS to the insuranoe aqmpascth
within the scope of IFRS 9 Financi ’ e
3 ancial Instruments. T : i
S. thermor d (b) apply IFRS 9 to the deposit com nt
address accounting by noli ur e, it does st PpPly o >posil component.
g by policyholders.
co Paragraphs 3, 4, 7, 8. 12. 34_ 35 34 Some insurance contracts contain a diseretionary participation feature as well
% TE he S » , a ; Lt .
iFagragha H1C, 41D nd 45 are amended to read. L&-Tollows as a guaranteed element. The issuer of such a contract:
y and 41F are de[eted and Pﬂrﬁgraph 41H o ad,{ed 3
3 This IFRS d ' (a)
oes not addres « . .
—— ; ss other aspects of accounting hy-iastrers. such as
G 2 g . 3 § s ) i e T
- ng lor financial assets held by insurers and financial ligbilitics ouy (d) shall, if the contract contains an embedded derivative within the scope
/ insure - ; g ities issue B : o
Q}F. rers (see 1AS 32 Financial Instruments . Presentation, IFRS 7 and IFRS of IFRS 9, apply IFRS 9 o that embedded derivative.
inaneial Instr ; « . 7 i
nstruments ) , except in the transitional provisions in paragraph 45 (e)
. e
4 An entity shall not apply this IFRS (0.
(a) ’ Discretionary participation features in financial instruments
a ¢ §%
35 The requirements in paragraph 34 also apply to a financial instrument that
(d) f]n;irlcial guarantee contracts unless the issuer has previously asserted om0 SlporeSidiiiey putteiyiabion s, I addition:
explicitly that it regards s ¥ i
: such contrac i N i ; i . - : L
sl merioutmiing applicab] . acts as Insurance contracts and has (a) if the issuer classifies the entire discretionary participation feature as a
1cable to 1nsu o 4 . . ’ . oy . @ s .
issuer may elect to apply either 1AS 1;ln(e contracts, in which case the liability , it shall apply the liability adequacy test in paragraphs 15 — 19
’ > £ y either [AS ; . .
to such financial guarant 2, IFRS 7 and IFRS 9 or this IFRS io the whole contract (ie both the guaranteed element and the
> ranlee contracts. i 4 . : ISR : 2
conlract by contract, but the el s. The issuer may make that election discretionary participation feature). The issuer need not determine the
£ - u e electi or s — .
t lon for each contract is irrevocable. amount that would result from applying TFRS 9 to the guaranteed
element.
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n or subsequenl]y in
ii) those that meet
L33

(1) those designated as such upon initial recognitio
accordance with paragraph 6. 7. 1 of IFRS 9 and (
definition of held for trading in IFRS 9,

(f) financial assets measured at amorlised cost
(g) financial liabilities measured at amortised cost

( ) C & & > C(
Sels eas d art Tax rougn ] {5 81V
nar dl as nea. u h 0 l ol I
} f re I v € Comp ehe]’l €1
me

showing separately (i) financial assets that are
through other comprehensive income in accordance
of IFRS 9; and (ii) investments in e
such upon initial recognition in accord

IFRS 9.

measured at fair valye
with paragraph 4,1, 24
quity instruments designated a4

ance with pavagraph 5. 7. 5 of

inancial assets or financial liabilities at fair value through profit or |
0ss

9

10

[ [}'l ¥} & g
e en Ity hdS L{(‘,S gndi.ed as measur erI a ia I Vd.]lle thlﬂu I’l profit o 1
088 a

) that would otherwise he

prehensive income or amortised cost
)

financial asset ( or group of financial assets
measured at fair value through other com
it shall disclose

{a) the maximum exposure 1o credit risk ( see paragraph 36 (a))

TR .
ina Il-Cldl asset (or group of financial assets ) at the end
reporting period.

of the
of the

(b)

the amou vhi i
i nt by which any related eredit derivatives or similaj nstrume
nts mitigate that maximum exposure to credit

e risk { sée'paragraph 36

(e th ¢ i
) € amount of change, during the period and eunilatively, in the fair

: p of financial assets) that |
| sels i
attributable to changes in the credit risk of ) ;

determined either :

value of the financial asset { or grou

the financial asset

(i)
(d)

the i [
amount of the change in the fair value of any related credit deriv-

ative similar i
s or similar instruments that has oceurred during the period and

cumulatively since the financial asset was designated

If the entity has designated a financial liability as
or loss in accordance with paragraph 4.2, 2
present the effecis

at fair value through profit
; i of IFRS 9 and is required to
of changes in that liability’s credit risk

- . : th
comprehensive income ( see paragraph 5.7.7 of IFRS 9) o

it shall disclose:

T0A
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(a) the amount of change, cumulatively, in the fair value of the financial
liability that is attributable to changes in the credit risk of that liability
( see paragraphs B5. 7. 13 — B5. 7. 20 of IFRS 9 for guidance on

determining the effects of changes in a liability’s credit risk).

(b) the difference between the financial liability’s carrying amount and the
amount the entily would be contractually required to pay at maturity to

the holder of the obligation.

{¢) any transfers of the cumulative gain or loss within equity during the

period including the reason for such transfers.

(d) if a liability is derecognised during the period, the amount (if any)
presented in other comprehensive income that was realised at

derecognition.

If an entity has designated a financial liability as at fair value through profit
ar loss in accordance with paragraph 4. 2.2 of IFRS 9 and is required to
present all changes in the fair value of that liability (including the effects of
changes in the credit risk of the liability) in profit or loss ( see paragraphs
5.7.7 and 5.7.8 of IFRS 9), it shall disclose:

(a) the amount of change, during the period and cumulalively, in the fair
value of the financial liability that is attributable to changes in the
credit risk of that liability ( see paragraphs B5.7.13 — B5.7.20 of
IFRS 9 for guidance on determining the effects of changes in a

liability’s eredit risk ) ; and

(b) the difference between the financial liability’s carrying amount and the
amount the entity would be contractually required to pay at maturity to

the holder of the obligation.

The entity shall also disclose:

(a) a detailed description of the methods used to comply with the requir-
ements in paragraphs 9 (¢), 10 (a) and 10A (a) and paragraph
5.7.7(a) of IFRS 9, including an explanation of why the method is

appropriate.

(b) if the entity believes that the disclosure it has given, either in the
statement of financial position or in the notes, to comply with the
requirements in paragraph 9 (c¢), 10(a) or 10A(a) or paragraph
5.7.7(a) of IFRS 9 does not faithfully represent the change in the
fair value of the financial asset or financial liability attributable to

changes in its credit risk, the reasons for reaching this conclusion and
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When paragraphs 22A - 24F require the entity to separate by risk cag
the information disclosed, the entity y

. go
shall determine each risk category :Y
¥ on

the basis of the risk exposures an entity decides to hedge and for wh; b
, © rish _ . whic

hedge accounting is applied. An entity shall determine risk categori

consistently for all hedge accounting disclosures. S

To meet the objectives in paragraph 21A, an entity shall ( ex

otherwise specified below ) determine how much detail to dis»::loscept b
much emphasis to place on different aspects of the disclosure requir:! b
the appropriate level of aggregation or disaggregation, and whether uI:entB’
flnancial statemenls need additional explanations to evaluate the quant'(tars' 3
information disclosed. However, an entity shall use the same ]e] Tlve
taggregation or disaggregation it uses for disclosure requirements of rwl: .
information in this IFRS and IFRS 13 Fair Value Measurement. 5

The risk management strategy

22

22A

22B

22C

[ Deleted |

An entity shall explain its risk management strategy for each risk category of
i . ) 0]
risk exposures that it decides to hedge and for which hedge accounting i

is

applied. This explanation should enable users of financial statement
evaluate (for example) . 4

(a) how each risk arises.

(b)  how the entity manages each risk ; this includes whether the entiis he
: - . . . \Y ]
dges an item in its entirety for all risks or hedges a risk conponent

(or components) of an item and why. B

(c¢) the extent of risk exposures that the entity manages

To mejet the requirements in paragraph 22A , the information should include
( but is not limited to) a description of;

(a) the hedging instruments that are used ( and how they are used) to
hedge risk exposures;

(b) how the entity determines the economic relationship between the hed-

ged item and the hedging instrument for the purpose of assessing
hedge effectiveness; and

(¢) how the entity establishes the hedge ratio and what the sources of hedge
ineffectiveness are.

When an entity designates a specific risk component as a hedged item ( see
paragraph 6.3.7 of IFRS 9) it shall provide, in addition to the disclosures

International Financial Reporting Standard 9 Financial Instruments

required by paragraphs 22A and 228, qualitative or quantitative information

aboul :

(a) how the entity determined the risk component that is designated as the
hedged item (including a description of the nature of the relationship

between the tisk component and the item as a wheole) ; and

(b) how the risk component relates to the item in its entirety (for example,
the designated risk component historically covered on average 80 per

cent of the changes in fair value of the item as a whole).

The amount, timing and uncertainty of future cash flows

23

23A

23B

23C

[ Deleted ]

Unless exempted by paragraph 23C, an entity shall disclose by risk category
quantitative information to allow users of its financial statements to evaluate
the terms and conditions of hedging instruments and how they affect the

amount, timing and uncertainty of future cash flows of the entity.

To meet the requirement in paragraph 23A, an enlity shall provide a

breakdown that discloses:

(a) a profile of the timing of the nominal amount of the hedging instrument ;

and

(b) if applicable, the average price or rate (for example strike or forward

prices etc) of the hedging instrument.

In situations in which an entity frequently resets (ie discontinues and
restarts) hedging relationships because both the hedging instrument and the
hedged item frequently change (ie the entity uses a dynamic process in
which both the exposure and the hedging instruments used to manage that
exposure do not remain the same for long—such as in the example in

paragraph B6.5.24(b) of IFRS 9) the entity:

(a) is exempt from providing the disclosures required by paragraphs 23A
and 23B.

(b) shall disclose:

(i) information about what the ultimate risk management strategy is

in relation to those hedging relationships;

(ii) a description of how il reflects its risk management strategy by
using hedge accounting and designating those particular

hedging relationships; and
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(b)

(c)

(d)

(e)

(f)

35G  An entity shall explain the inputs ,
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how an entity determined whether the credit risk of financial i
" - . . e » nSt =
ments has increased significantly since initial recognition A
2

if and how mc]udi“g-

(i) financial instruments are considered to have low credit rigk ;
in

accordance with paragraph 5. 5. 10 of IFRS 9, including
o

classes of financial instruments to which it applies; and
et

(ii) the presumption in paragraph 5. 5. 11 of IFRS 9, that th
N " = . . . ’ ere
have been significant increases in credit risk since initjq)
o . : Y ia
recognition when financial assets are more than 30 days
due, has been rebutted; .

an entity’s definitions of default, including the reasons for selec;
those definitions ; b

how ins i
w the instruments were grouped if expected credit losses were meas
ured on a collective basis;

how an entity determined that financial assets are credil-impaired fing
ncial assets;

an entity’s write-off policy, including the indicators that there is no
reasonable expectation of recovery and information about the poliey for

financial assets that are written-off but are stjl] subject to enforcemen:
activity; and N}

how the requirements in paragraph 5.5. 12 of IFRS 9 for the modifi-
cation of contractual cash flows of financial assets have teen applied
including how an entity . ,

(i) determines whether the credit risk on 4 financial asset that has
been modified while the loss allowance was measured at an
amount equal to lifetime expected credit losses, has improved to
the extent that the loss allowance reverts to being measured at an
amount equal to [2-month expected credit losses in accordance

with paragraph 5.5.5 of IFRS 9; and

(ii) monitors the extent to which the loss allowance on financial

assets meeting the criteria in (i) is subsequently remeasured at

an amount equal to lifetime expected credit losses in accordance

with paragraph 5.5.3 of IFRS 9.

assumptions and estimation techniques

used to apply the requirements in Section 5.5 of IFRS 9. For this purpose
an entity shall disclose: !

364
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(a)

(b)

(e)

the basis of inputs and assumptions and the estimation techniques

used to:
(i) measure the 12-month and lifetime expected credit losses;

(ii) determine whether the credit risk of financial instruments have

increased significantly since initial recognition; and

(iii) determine whether a financial asset is a credil-impaired fina-

ncial asset.

how forward-looking information has been incorporated into the deter-
mination of expected credit losses, including the wuse of

macroeconomic information; and

changes in the estimation techniques or significant assumplions made

during the reporting period and the reasons for those changes.

Quantitative and qualitative information about amounts arising from expected credit

losses

35H To explain the changes in the loss allowance and the reasons for those

changes, an entity shall provide, by class of finanecial instrument, a

reconciliation from the opening balance to the closing balance of the loss

allowance, in a table, showing separately the changes during the period for:

(a)

(b)

(e)

the loss allowance measured at an amount equal to 12-month expected

credit losses;

the loss allowance measured at an amount equal to lifetime expected

credit losses for:

(i) financial instruments for which credit risk has increased signifi-
cantly since initial recognition but that are not credit-impaired

financial assets;

(ii) financial assets thal are credit-impaired al the reporting date
(but that are not purchased or originated credit-impaired) ;

and

(iii) trade receivables, contract assets or lease receivables for which
the loss allowances are measured in accordance with paragraph

5.5.15 of IFRS 9.

financial assets that are purchased or originated credit-impaired. In
addition to the reconciliation, an entity shall disclose the total
amount of undiscounted expected credit losses at initial recognilion on

financial assets initially recognised during the reporting period.
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(h) the class of financial instrument
as at the date of initial application.

On the date of initial application of Section 5.5 of TFRS 9, an entity ;
required to disclose information that would permit the reconciliation gfyt}-:s
ending impairment allowances in accordance with TAS 39 and the Provisig ;
in accordance with [AS 37 to the opening loss allowances determined I']E
accordance with ITFRS 9. For financial assets, this disclosure shal] 1;n
provided by the related financial assets’ measurement categories 'E
accordance with TAS 39 and IFRS 9, and shall show separately the effect 10‘}

the changes in the measurement calegory on the loss allowance at that dag
e,

In the reporting period that includes the date ol initial application of IFRS 9
an enlily is not required o disclose the line item amounts that would hav;
been reported in accordance wilh the classification and measurement
requirements ( which includes the requirements related to amortised cost

measurement of financial assets and impairment in Sections 5.4 and 5.5 of
. S

IFRS 9) of.
(a) IFRS 9 for prior periods; and
(b) IAS 39 for the current period.

In accordance with paragraph 7.2.4 of IFRS 9, if it is impracticable (a-
defined in TAS §) at the date of inilial application of IFRS 9 for an eniii; té
assess a modified time value of money element in accordance with pal.:gra;hs
B4.1.9B - B4.1.9D of 1FRS 9 based on the facts and circumsiunces that
existed at the inilial recognition of the financial asset, an eniity shall assess
the contractual cash flow characteristics of that financiz! asiet based on the
facts and circumstances that existed at the initial ressgnition of the financial
asset without taking into account the requirements related to the modification
of the time value of money element in paragraphs B4.1.9B — B4. 1. 9D of
IFRS 9. An entity shall disclose the carrying amount at the reporting date of
the financial assets whose contractual cash flow characteristics have been
assessed based on the facts and circumstances that existed at the initial
recognition of the financial asset without taking into account the requirements
related to the modification of the time value of money element in paragraphs
B4. 1. 9B - B4. 1. 9D of IFRS 9 until those financial assets are
derecognised.

In accordance with paragraph 7.2.5 of IFRS 9, if it is impracticable (as
defined in JAS 8) at the date of initial application for an entily to assess
whether the fair value of a prepayment feature was insignificant in accordance

with paragraphs B4.1.12(d) of IFRS 9 based on the facts and circumstances

International Financial Reporting Standard 9 Financial Instruments

that existed at the initial recognition of the financial asset, an entity shall
assess the contractual cash flow characteristics of that financial asset based on
the facts and circumstances that existed at the inilial recognition of the
financial asset withoul taking into account the exception for prepayment
features in paragraph B4. 1. 12 of TFRS 9. An entity shall disclose the
carrying amount at the reporting date of the financial assets whose contractual
cash flow characteristics have been assessed based on the [facts and
circumstances that existed at the initial recognition of the financial asset
without taking into account the exception for prepayment features in

paragraph B4.1.12 of IFRS 9 until those financial assets are derecognised.

Effective date and transition

44E
44T
4H
44N

[ Deleted ]
[ Deleted ]

—44] [ Deleted ]

[ Deleted

448 —44W [ Deleted |

44Y

447,

[ Deleted |

IFRS 9, as issued in July 2014, amended paragraphs 2 -5, 8 11, 14, 20,
28 =30, 36, 42C - 42E, Appendix A and paragraphs Bl, B5, B9, B10,
B22 and B27, deleted paragraphs 12, 12A, 16, 22 -24, 37, 44E, 44F,
44H - 44, 44N, 445 — 44W, 44Y, B4 and Appendix D and added
paragraphs SA, 10A, 11A, 11B, 12B 12D, 16A, 20A, 21A -21D, 22A
—22C, 23A -23F, 24A -24G, 35A - 35N, 421 — 428, 447A and B8A -
B8&J. An entity shall apply those amendments when it applies IFRS 9. Those
amendments need not be applied to comparative information provided for

periods before the date of initial application of IFRS 9.

447A In accordance with paragraph 7.1.2 of TFRS 9, for annual reporting periods

C14 In Appendix A, the defiition of

prior to 1 January 2018, an enlity may elect to early apply only the
requirements for the presentation of gains and losses on financial liabilities
designated as at fair value through profit or loss in paragraphs 5.7.1 (c), 5.
7.7-5.7.9,7.2.14 and B5.7.5 - B5.7.20 of IFR3 9 without applying
the other requirements in IFRS 9. I an entity elects to apply only those
paragraphs of TFRS 9, it shall disclose that fact and provide on an ongoing
basis the related disclosures sel out in paragraphs 10 — 11 of this IFRS (as

amended by IFRS 9 (2010) ).

“ eredit risk rating grades’ is added, the

definition of * past due’ is deleted and the last paragraph is amended to read as

873
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The following terms are used in this Standard with the meanj
specified . .

Other comprehensive income comprises items of income 4 d
] = & g n

expense ( including reclassification adjustments ) that are not
/ 0

recognised in profit or loss as required or permitted by
IFRSs.

Ihe components of other comprehensive income include:

(a)

other

(d) gains and Josses from investments in equity instruments desig,
. H-

ated at fair value through other comprehensive income j
- > in

accordance with paragraph 5. 7. 5 of IFRS 9© Financial

Instruments ;

(da) gains and losses on financial asseis measured at fair value throy

gh other comprehensive income in accordance with paragraph

4.1.2A of IFRS 9.

(e) the elfective portion of gains and losses on hedging instruments in
a cash flow hedge and the gains and losses on hedging instruments
that hedge investments in equity instruments measured at fa:,
value through other comprehensive income in accordance witAh

paragraph 5.7.5 of IFRS 9 (see Chapter 6 of IFRS 9);

(f)  for particular liabilities designated as at fair value thiongh profit
or loss, the amount of the change in fair value that is attributable

to changes in the liability’s credit risk (see_parsgraph 5.7.7 of
IFRS 9) ;

(g) changes in the value of the time value of options when separating
the intrinsic value and time value of an option contract and
designating as the hedging instrument only the changes in the
intrinsic value ( see Chapter 6 of TFRS 9) ;

(h)  changes in the value of the forward elements of forward contracts
when separating the forward element and spot element of a
forward contract and designating as the hedging instrument only
the changes in the spot element, and changes in the value of the
foreign currency basis spread of a financial instrument when
excluding it from the designation of that financial instrument as

the hedging instrument (see Chapter 6 of IFRS 9) ;

68

71

82
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The operating cycle of an entity is the time beiween the acquisition of
assets for processing and their realisation in cash or cash equivalents,
When the entity’s normal operating cycle is not clearly identifiable, it is
assumed 1o be twelve months. Current assets include assets (such as
inventories and trade receivables) that are sold, consumed or realised as
part of the normal operating cycle even when they are not expected to be
realised within twelve months after the reporting period. Current assets
also include assets held primarily for the purpose of trading ( examples
include some financial assets that meet the definition of held for trading

in IFRS 9) and the current portion of non-current financial assets.

Other current liabilities are not settled as part of the normal operating
cycle, but are due for setilement within twelve months after the reporting
period or held primarily for the purpose of trading. Examples are some
financial liabilities that meet the definition of held for trading in IFRS 9,
bank overdrafts, and the current portion of non-current financial
liabilities, dividends payable, income taxes and other non-trade
payables. Financial liahilities that provide financing on a long-term
basis (ie are not part of the working capital used in the entity’s normal
operating cycle) and are not due for settlement within twelve months
after the reporting period are non-current liabilities, subject to

paragraphs 74 and 75.

In addition to items required by other IFRSs, the profit or loss
section or the statement of profit or loss shall include line items
that present the following amounts for the period :

(a) revenue, presenting separately interest revenue calculated
using the effective interest method;

(aa) gains and losses arising from the derecognition of financial
assets measured at amortised cost;

(b) finance costs;

(ba) impairment losses (including reversals of impairment losses
or impairment gains) determined in accordance with
Section 5.5 of IFRS 9;

(¢) share of the profit or loss of associates and joint ventures
accounted for using the equity method;

(ea) if a financial asset is reclassified out of the amortised cost
measurement category so that it is measured at fair value
through profit or loss, any gain or loss arising from a
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95

96

IFRS 9 FINANCIAL INSTRUMENTS

difference between the previous amortised cost of th
- 3 3 3 e
financial asset and its fair value at the reclassification dat

0 - e
( as defined in IFRS 9) ;

(¢b) if a financial asset is reclassified out of the fair value thrg.
ugh other comprehensive income measurement category g,
that it is measured at fair value through profit or loss, any
cumulative gain or loss previously recognised in other
comprehensive income that is reclassified to profit or loss;

(d)

Other IFRSs specify whether and when amounts previously recognised in
other comprehensive income are reclassified to profit or loss. Such
reclassifications are referred to in this Standard as reclassification
adjustments. A reclassification adjustment is included with the related
component of other comprehensive income in the period that the
adjustment is reclassified to profit or loss. These amounts may have heen
recognised in other comprehensive income as unrealised gains in the
current or previous periods. Those unrealised gains must be deducted
from other comprehensive income in the period in which the realised
gains are reclassified to profit or loss to avoid including them in total

comprehensive income twice.

Reclassification adjustments arise, for example, on disposal of a feweia
operation (see IAS 21) and when some hedged forecast cash flow afect

profit or loss (see paragraph 6.5.11(d) of IFRS 9 in reliiinn to cash
flow hedges).

Reclassification adjustments do not arise on chenges in revaluation
surplus recognised in accordance with IAS 16 or IAS 38 or on
remeasurements of defined benefit plans recognised in accordance with
IAS 19. These components are recognised in other comprehensive
income and are not reclassified to profit or loss in subsequent periods.
Changes in revaluation surplus may be transferred to retained earnings in
subsequent periods as the asset is used or when it is derecognised ( see
TAS 16 and IAS 38). In accordance with IFRS 9, reclassification
adjustments do not arise if a cash flow hedge or the accounting for the
time value of an option (or the forward element of a forward contract or
the foreign currency basis spread of a financial instrument) result in
amounts that are removed from the cash flow hedge reserve or a separate
component of equity, respectively, and included directly in the initial
cost or other carrying amount of an asset or a liability. These amouns

are directly transferred to assets or liabilities.

106

123

139E
139G
139M

1390
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An entity shall present a statement of changes in equity as required
by paragraph 10. The statement of changes in equity includes the

following information ;
(a)
(e) [deleted]

(d) for each component of equity, a reconciliation between the
carrying amount at the beginning and the end of the period,
separately ( as a minimum ) disclosing changes resulting

from :
(i) profit or loss;
(ii) other comprehensive income; and

(iii) tramsactions with owners in their capacity as owners,
showing separately contributions by and distributions
to owners and changes in ownership interests in
subsidiaries that do not result in a loss of control.

In the process of applying the enlity’s accounting policies, management
makes various judgemenis, apart from those involving estimations, that
can significantly affect the amounis it recognises in the financial
statements. For example, management makes judgements in

determining ;
(a) [deleted]

(b) when substantially all the significant risks and rewards of owne-
rship of financial assets and lease assets are transferred to other

entities;

{(¢) whether, in substance, particular sales of goods are financing arr-

angements and therefore do not give rise to revenue; and

(d) whether the contractual terms of a financial asset give rise on
specified dates 1o cash flows that are solely payments of principal
and interest on the principal amount outstanding.

[ Deleted |

[ Deleted |

[ Deleted ]

IFRS 9, as issued in July 2014, amended paragraphs 7, 68, 71, 82,
93, 95, 96, 106 and 123 and deleted paragraphs 139E, 139G and
139M. An entity shall apply those amendments when it applies IFRS 9.

885




IFRS 9 FINANCIAL INSTRUMENTS

IAS 23Borrowing Costs

€30 Paragraph 6 is amended to read as follows and paragraph 29B is added .

6 Borrowing costs may include:

(a) interest expense calculated using the effective interest method as (
£as

cribed in TFRS 9;
(b)

29B  IFRS 9, as issued in July 2014 » amended paragraph 6.

An entity shall 5 1
that amendment when it applies IFRS 9, — il

IAS 28Investments in Associates and Joint Ventures

€31 Paragraphs 40 — 42 are amended to read as f
: : > ollows, and paragraphs 41 A — 4]
45A are added. "

40 After application of the equity method , including recognising the associate’s
or joint venture’s losses in accordance with paragraph 38 , the entily applies
paragraphs 41 A —41C to determine whether there is any objective evidence

that its net investment in the associate or joint venture is impaired

41 The entity applies the impairment requirements in IFRS 9 to its other
interests in the associate or joint venture that are in the scope of IFRS € a:d
5™
that do not constitute part of the net investment.

41A The net investment in an associale or joint venture is .rmapaired and
impairment losses are incurred if, and only if, there is obisitive evidence of
impairmenl as a result of one or more events that oceured atter the initial
recognition of the net investment (a ‘loss event’ ) and thal loss event (or
evenis) has an impact on the estimated future cash flows from the net
investment that can be reliably estimated. It may not be possible to identify a
single, discrete event that caused the impairment. Rather the combined
effect of several events may have caused the impairment. Losses expected as
a resull of future events, no matter how likely, are not recognised. Objeective
evidence that the net investment is impaired includes observable data that

comes to the altention of the entity about the following loss events.
(a) significant financial difficulty of the associate or jeint venlure ;
*: 4

(b) a breach of contract, such as a delaull or delinquency in payments by

the associate or joint venture
(c¢) the entity, for economic or legal reasons relati i i
, or legal reasons re]dt]ng to its associate’s or

890

418

410

42
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joint venture’s financial difficulty, granting to the associale or joint

venture a concession that the entity would not otherwise consider;

(d) it becoming probable that the associate or joint venture will enter ban-

kruptey or other (inancial reorganisation; or

(e) the disappearance of an active markel for the net investmenl because of

financial difficulties of the associate or joinl venture.

The disappearance of an active market because the associate’s or joint
venture’s equity or [inancial instruments are no longer publicly traded is not
evidence of impairment. A downgrade of an associate’s or joint venture’s
credit rating or a decline in the fair value of the associate or joint venlure, is
not of ilself, evidence of impairment, although it may be evidence of

impairment when considered with other available information.

In addition to the types of evenls in paragraph 41 A, objective evidence of
impairment for the nel investment in the equily instruments of the associate
or joint venture includes information about significant changes with an
adverse effect that have taken place in the technological, market, economie
or legal environment in which the associate or joinl venture operales, and
indicates thal the cost of the investment in the equity instrument may not be
recovered. A significant or prolonged decline in the fair value of an
investment in an equity instrument below its cost iz also objective evidence of

impairment.

Because goodwill that forms part of the carrying amount of the net investment
in an associate or a joint venture is nol separately recognised, it is not tested
for impairment separately by applying the requirements for impairment testing
goodwill in IAS 36 Impairment of Assets. Instead, the enlire carrying amount
of the investment is tested for impairment in accordance with 1AS 36 as a
single asset, by comparing its recoverable amount ( higher of value in use
and fair value less costs to sell ) with its carrying amount whenever
application of paragraphs 41 A — 41C indicates that the net investment may be
impaired. An impairment loss recognised in those circumstances is not
allocated to any asset, including goodwill, that forms part of the carrying
amount of the net investment in the associate or joint venture. Accordingly,
any rteversal of that impairment loss is recognised in accordance with TAS 36
to the extent that the recoverable amount of the net investment subsequently
increases. In determining the value in use of the net investment, an enlily

eslimates :

(a) 1its share of the present value of the estimated future cash flows expected

to be generated by the associale or joint venture, including the cash
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financial assets and financial liahilities are set out in IFRS 9

Paragraph 28 applies only to issuers of non-derivative compound fingy,;
fnstruments. Paragraph 28 does not deal with compound ﬁnan?:}
instruments from the perspective of holders. IFRS 9 deals with 1
classification and measurement of financial assets that are  compg

financial instruments from the holder’s perspective.

the

und

IAS 33 Earnings per Share

C35

Paragraph 34 is amended to read as follows and paragraph 74F is added.

34

T4E

After the potential ordinary shares are converted into ordinary shares, the
items identified in paragraph 33 (a) - (¢) no longer arise. Instead' the
new ordinary shares are entitled to participate in profit or loss attributal;le to
ordinary equity holders of the parent entity. Therefore, profit or loge
attributable to ordinary equity holders of the parent entity calculated iy
accordance with paragraph 12 is adjusted for the items identified iy
paragraph 33 (a) - (c¢) and any related taxes. The eXpenses associated
with potential ordinary shares include transaction costs and discounts

accounted for in accordance with the effective interest method (see IFRS 9)

IFRS 9 Financial Instruments, as issued in July 2014, amended paragraph
34. An entity shall apply that amendment when it applies 1FRS 9.

IAS 36 Impairment of Assets

C36
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Paragraphs 2, 4 and 5 are amended to read as follows, paragraphs 1407 140G and
140K are deleted and paragraph 140M is added:

2

This Standard shall be applied in accounting for {he impairment of all
assets, other than.

(a)

(e) financial assets that are within the scope of IFRS 9 Financial
Instruments ;

(£) ey

This Standard applies to financial assets classified as .
(a) subsidiaries, as defined in IFRS 10 Consolidated Financial Statements ;

(b) associates, as defined in IAS 28 Tnvestments in Associates and Joint
Ventures; and

140F
140G
140K

140M
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{(c) joint ventures, as defined in IFRS 11 Joint Arrangements.
For impairment of other financial assets, refer to [FRS 9.

This Standard does not apply to financial assets within the scope of IFRS 9,
investment properly measured al fair value within the scope of IAS 40, or
biological assets telated lo agricultural activity measured at fair value less
costs to sell within the scope of TAS 41. However, this Standard applies to
assels that are carried at revalued amount (ie fair value at the date of the
revaluation less any subsequent accumulated depreciation and subsequent
accumulated impairment losses) in accordance with other IFRSs, such as
the revaluation model in 1AS 16 Property, Plant and Equipment and TAS 38
Intangible Assets. The only difference between an asset’s fair value and its
fair value less costs of disposal is the direct incremental costs attributable to

the disposal of the asset.

(a)

[ Deleted ]
[ Deleted |
[ Deleted |

IFRS 9, as issued in July 2014, amended paragraphs 2, 4 and 5 and
deleted paragraphs 140F, 140G and 140K. An entily shall apply those
amendments when it applies IFRS 9.

IAS 37 Provisions, Contingent Liabilities and Contingent Assels

C37

In the rubric * paragraphs 1 —99° is amended to ‘ paragraphs 1 — 101’ . Paragraph

2 is amended to read as follows, paragraphs 97 and 98 are deleted and paragraph
101 is added:

2

97
98

101

This Standard does not apply te financial instruments ( including

guarantees) that are within the scope of IFRS 9 Financial Instruments.

[ Deleted ]
[ Deleted ]

IFRS 9, as issued in July 2014, amended paragraph 2 and deleted
paragraphs 97 and 98. An entity shall apply those amendments when it
applies IFRS 9.

IAS 39 Financial Instrumenis. Recognition and Measurement

C38

In the Introduction paragraphs IN1 — IN26 are deleted. A new Introduction is added

as follows:
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€39

C40

C41
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The International Accounting Standards Board decided to replace TAS 39 Finane;

{nstruments; Recognition and Measurement over a period of time. The ;ﬂﬁl
instalment, dealing with classification and measurement of financial asseis o
issued as [FRS 9 Financial Instruments in November 2009. The requiremen,tswfas
classification and measurement of [inancial liabilities and derecognition of fingy .DT
assets and liabilities were added to IFRS 9 in October 2010. Requirememscrﬂ
hedge accounting were added to IFRS 9 in November 2013, The requiremens f°r
classification and measurement of financial assets were amended and L}?r
requirements for amortised cost measurement and impairment were added in ]uie
2014. The Board is deliberating proposals on accounting for macro hedging and ‘3‘
April 2014 published a Discussion Paper Accounting for Dynamic 3

. Risk
Management . a Portfolio Revaluation Approach to Macro Hedging.

The heading above paragraph 1 and paragraph 1 are deleted.
Paragraph 2 is amended to read as follows and paragraphs 4 — 7 are deleted.

2 This Standard shall be applied by all entities to all financial instrume.

nts within the scope of IFRS 9 Financial Instruments if, and to the
extent that:

(a) IFRS 9 permits the hedge accounting requirements of this Stan-
dard to be applied; and

(b) the financial instrument is part of a hedging relationship thot

qualifies for hedge accounting in accordance with s
Standard.

4 -7 [ Deleted ]
Paragraphs 8 and 9 are amended to read as follows;

8 The terms defined in IFRS 13, IFRS 9 and TAS 32 are used in this
Standard with the meanings specified in Appendix A of IFRS 13, Appendix
A of TFRS 9 and paragraph 11 of TAS 32. IFRS 13, TFRS 9 and IAS 32
define the following terms:

® amortised cost of a financial asset or financial liability
¢ derecognition

® derivalive

® effective interest method

e effective interest rate

e equity instrument

® fair value

e financial asset

(42

(43
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e financial instrument
e financial liability

and provide guidance on applying those definitions.

In paragraph 9, the ‘ Definition of a derivative’ , * Definitions of four categories of
financial instruments *, * Definition of a financial guarantee contract > and

¢ Definilions relating to recognition and measurement’ are deleted.
Headings and paragraphs 10 —70 and paragraph 79 are deleted.
Paragraphs 71, 88 —90 and 96 are amended to read as follows:

71 If an entity applies IFRS 9 and has not chosen as its accounting policy
to continue to apply the hedge accounting requirements of this
Standard (see paragraph 7.2.19 of IFRS 9) , it shall apply the hedge
accounting requirements in Chapter 6 of IFRS 9. 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
with paragraph 6. 1. 3 of IFRS 9, apply the hedge accounting
requirements in this Standard instead of those in IFRS 9. In that case
the entity must also apply the specific requirements for fair value
hedge accounting for a portfolio hedge of interest rate risk ( see
paragraphs 81A, 89A and AG114 - AG132).

88 A hedging relationship qualifies for hedge accounting under
paragraphs 89 —102 if, and only if, all of the following conditions are
met.

(a)

(d) The effectiveness of the hedge can be reliably measured, ie 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)
Fair value hedges

89 If a fair value hedge meets the conditions in paragraph 88 during the
period , it shall be accounted for as follows :

(a)

(b) the gain or loss on the hedged item attributable to the hedged
risk shall adjust the carrying amount of the hedged item and be
recognised in profit or loss. This applies if the hedged item is
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