
 

Financial Instruments Crux
Meaning of FI
Mffthmftetive FinancialassetLeash InvinshamesDebentures tr hoongiven

contractbetween twoparties Financialliability on Equity
TradeMandela Ioanetaken Ordinarysharesonbrief shall

Bondeissued classified asEquity

FA FL

ifcontractualrighttodeceivecashon anopenFa iscontractual obligationtodeliver cashon anotherFA
iifExchangeFAonfu under conditions potentially inExchangeFAon fo underconditions potentially
Favourable Derivative Financialasset UnfavourablehaeaivativeFinancialliabilities

Iii Contractmaybesettled inEntity'sownEgTutt Iii Contractmaybesettled inEntity'sownEginstt

Shames it billednoofShares Equity shames it billednoofShares Equity
bDerivative otherthanFixedamountbonbixedno bDerivative otherthanFixedamountbonbixedno

ofShama iffixedAmt fixedshares Equity

Note In caseofownkg Instt 16 Fixed tonFixed testpasses classified asEquity

Following items are not FA an FL

Prepaid Asset AdvancefromCustomers warrantyobligations incometaxes DeferredRevenue

Advance paid to supplier born Goods on services ContractAssets

Classification asEquity on FL

Redeemable PrefShfDebentures withmandatory DividendInterest 7 Financial liability

InnedeemablePrefShfDebentureswithDiscretionary DividendInterest Equity
InnedeemablePrefShfDebentureswithmandatory DividendInterest Compound F F

Redeemable PrefShfDebentures with Discretionary DividendInterest Compound FI



MeaningofEquity hartmutthatevidence residual interestafterdeducting all liabilities

Nocontractual obligation to deliver cashon anotherFA Nocontractual obligation to Exchange

FAom FL underconditions potentially Unfavourable

Fl on Equity classification
Instruments convertible intofixedno ofshames Assumeinterestpayment mandatory

Compulsory convertible onlyInterestcomponentdiscounted top11andshownas FL hDibb inEquity
Convertible atoptionofHolden BothInterestInPrincipal discounted toPill 4Diff in Equity

Instruments convertible intovariable no ofShames

compulsory convertible BothInterest Principal discounted toPill 4Diff Shownas omenliabilities

Convertible atoptionofHolden BothInterest Principaldiscounted toPill 4Diff Shownas omen liaby

Consideration noofshames classification

Fixed variable FL
variable Fixed FL

variable Fixed FL
Fixed Fixed Equity

FinancialAsset Initialmeasurement

lil Transaction atmarketterms t FAmeasured at Transaction price
ii transaction atoffmarketfemme t Determine Fairvalueof FA

a if fainvalvebased on level t Input Difference recognised in Pll
4 Othencalls Recognise as an Asset ifFEB otherwise in Pll

I
Investment inSubsidiary Prepaidstaffcost RouAsset

Measurement of Financial assets
FA initially measured at Fain valve

FAsubsequently measured at



1 ACMLIPPIHold tillmaturity GilFYOCIISPPIHold25414 hiii Filth Allother calls
HostaddedtoFA trustadded to Fa Hostchanged toPll
EIR calculated Elr calculated Interest Dividend toPk

Interest Dividend toplea InterestÉpividend toPk Fairvaluechangein plc
Fainvalued changes inOCIFain Hell changes ignored

q pp

In inEgInstt FVTPLCNOSPPI

InCallofEnvinEquity Instt I Entity can choose innerocable fro CI option
Ondisposal o I balance notrecycled to Pla but food directly to Retained Earnings

Measurement of Financial liabilities

Fl measured initially at Fair value
Fl measured subsequently Either at itAÉm iÉpriority ii ext Pl

i Acm transactioncostreduced from FL Interestcost recognised using EIR

ii Futpl If held forTrading Contingentcons in BC Accounting mismatch

Fcostchanged toPll
Measurement of Equity I issued Equity Instt not investment in Eg Instt

Equity instt issued initially measured of wetProceede4Antreceived less FCost

at is not remeasured subsequently

Interest Dividend Paid Gains losses recognised in R E withinEquity

FA Financial Asset Bank
to ya

on InvestmentinotherFA

To Bank

OtherassetonPll ToInterestIncome To FA

FL

Bank InterestExpenses on Fl

To Financial list to Bank to Shcapital
to equityonopengag

to Financial liabilities

th

To sPremium



StrategicDebtRestructuring 2modificationy

i measure cA of old liability at modification Date

2 Check if lot test passes4Revisedtermsofcashblows discountedusing old elf which is
comparedwith 1Aof old liability to check if difference more than 107 7

3 16 lot testpassed apply extinguishment aking 16 lot festfails Apply modification Alling

Extinguishmental

lotofold liability demecognised Fainvalueof Anypaymentsmadereduced fromCAofoldlice

O shed Dibbemence inpie

to Ak

calculateNew EIR

Fees on cost incummed changed tople Anybeeson lostpaid reduce caofold lab

DebtDon EquitySwaps

when Eg Instt issued to creditors to settle liability measurethem at Fainvalue

of Eg Instt issued Ifnotreliably measurable thenmeasurethem at Fain value
of liability extinguished

Demiratites
Éoptions

Futures Forwardcontract swapping Following conditions needtosatisfy

investmentthanmad in Normalcourse 3 Settled at a Future Period

ForDerivatives Contract Full accounting is applied a remeasured at each RDend

Embedded Derivatives E.g issueofBondswherepaymentofInterest Principal comp linkedwithgoldPrice

witheffectthatsomecash Flowe vary in a way similar to standAlone Derivatives

Closelyrelated

Separation of Embedded Derivative Orion Non Derivative Host NotRequired inbelowsituations

lilHybrid contractmeasured at FXTPL

ii Economic characteristic risk ofED Closely related to Host



Inbelow call An Embedded Foreign Currency derivative considered closelyrelated toHostand
separation is notrequired Refercomp a txt Hutmation47
lilPaymentdenominated in Fc ofany panty to thecontract

incannery routinely denominated in commercial trans aroundtheworld boncrudeoil

Ciii stableandliquid currency commonly used in local business transaction

Regular way purchase and sell of FA
PurchaseanseaofFA whoseterms mequine delivery of assetwithintime frame establishedby
regulation on convention NoDerivatives Accounting

TradeDateAccounting settlementDateaccounting

ACM FYOU ACM FYOU FXTDL

ToPayables Toparables
FA
Topayapes

addEntry oldEntry oldEnemy

x poormeanie
time

Fainigghingen Fainvanchange
to Pll

Payoffpan 1948one 19 8Bank toBank toBank

to og my

ToBank
ToFaineduchange toFaineduchange

ToPIL

Reclassification ofFA Lif change in Businessmodel

ACM to FXTPL 7 Inv inBonds FXTPL ACMto Fall 7 Inv inBonds Fyock
TOInv in Bonds Acm To Inv inBonds Acm
ToPll toOctMeserve

FITRI toACM 7 BondeatAcm

to Bonde atFptp

T to Bondeoftype
Pfe Profiton10311 Pfe Profitonlosel

to Bonde at FYTAL

Fyock toAcm BondeatAcm Fact to Furl Bond
ftp.tntdyg eyeYet to Bonde at Flore de

Bonde ataint it 1 117toOCI



Impairment of FA 4Impairmentlossawaye recognised inPll even if FyockAccounting
Recognise toes allowance bon Expected credit lost on

FA measured atAcmFyock TR loan commitment on Financial guarantee contract

Impairment lose not recognised it
1 Fl on Equity Instt 2 Inv in EquityInstt 3 FA measured of FVTPL

Alsocalledlossgivendefault

wasallowanceprovided one of two types if 10dayspastdue
Lifetime eel 7 From leastreceivable Shortterm FA creditrisk increased significantly

4PalatoriginalEIR of Difference bet cashFlowsduetoentityandcashflowsexpectedtoreceive

if creditrisk increased significantly InterestonGross cA
if creditrisk impaired Intereston Amortised cost i.e Afteradjustinglossallowance

12m Eel other FA whose credit risk not increased significantly
Lifetime eel for lossgivendefault X 12months Probability ofDefault

AnEntity may use pmacted expedientwhenmeasuring Lifetime Eel ore12m Eel Gon tr

byusing provision matrix hie using its historical creditexperienceymefenunita 91144

Demecognitionof FA hReber Allustration 12A1213,12Cofunit57

itRightto cashFlowfromassetExpires
Ii Entitytransient righttoreceive cashFlowe and transfers substantially allmistandreward
Iii Entity neither retained nontransferred subs all riskandnewand and not retained control

ofAsset
Example on Efd Subs all risk newand Example reekedsubs all risk newand

eUnconditionalsale a SaleandRepurchase atFixedPrice onSaleprice
2SaleandRepurchase at Fainvalue Plus lender'smelanin

3 Sale PutcalloptionDeeply outofmoney 2 Sale PutcalloptionDeeply inthe money

3 Securities lending Arrangement
4 SaleofshorttermFAwithguarantee boncreditlosses
5ballwithreturnSwaptod riskExposurebacktoEntity



If transferee has practical ability to sell assetentirely and is able to exercise thatabilityunilaterally
and without needing to impose additional restriction ontransfer entityhasnot retained control

if transfer donotqualify for demecognition continue torecognise tod assetand recognise Financial

liability for the considerationreceived

AnEntity denecofuisee partof FA it 1 Pantcomprises only specifically identified cashFlows

it pastcomprisesfullyproportionatecashFlows IiiPastcomprises fullyproportionateInterestonPrincipalStrip

Payment to Crediton on legally reelected

Demecofrition of FL RemovefromBsheetwhen Extinguished ie obligationdischarge onexpires

Difference between caof liability and consideration paid recognised in PIL

Secunification Insomesituation Entity retains right to receiveCIF butsimultaneously it
assumes contractual obligation topay off toopen Entities Pass through Ammengements

Toquality transfer All conditions met

i Noobligation to pay untell collects Ii Obligation tomeritoff it collects withoutmaterialdelay

Iii Prohibited amom sellingon Pledging
in Nomeinvestment except in cashoncashEg andinterestearned is passed to recipients

911Mtmotion 12A 1213 121 Continuing InvolvementAsset

Bank C I A

Bank

559

5cm 90cmlosson Demos 444
gga singleenemy lossonDen 59Tos.FRyep

TO ST R FA 959C In M

gyen to guaranteelief 5.59ToGuaranteeciao

Refer I fledgeaccounting Question FinancialGuaranteeB Foreigncurrency ED 9

If loanmepayable on demand No InterestExp on Interest income recognised


