
Recognition and Denecognition of Financial instruments
Recognition ofFA
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Example MastenSent

On Bothmonth soon Entity enters into an agreement to Purchase a Financial
Assets delivery on 2ndApril 2002 bum 2 1000 which is the bairn value on that

date 1 Goutsecurities

On Bls date i.e 313 02 the taineave is E 1020 and on settlementdate
i e 2 9 2002 Gain value is E 1030
1 Pres Necessary Towing Entries in case of Derivatives alcing
2 Pots Necessary Touring Entries in case of Regular way purchase

of FA on trade date and settlementdate when the asset acquired

is measured at it Acm ii Futoce iii FITR

Derivatives Alcing
303 2002 7 No Entry

31 3 2002 7 Potentially Favourable91020 10007 20 profit

DFA
To Frygrin Pt so

2 9 20027 Favourable91030 10207 E 10 Further Profit

DFA
To FitGrin Plc 10 7 DFA A 30

case I it settled wet in cash Call't it settled throughdelivery
Bann 30 Iny in govtSecurities FA or 1030

TO DEA 30 TO Bank 1000

To DFA 30



2 Regularway purchase of FA
Trade dateAccounting Non derivative Alcing Acm Extock FUTPLY

TRADE DATE ACCOUNTING

ACM FUTON FUTPL

II ingoutsecurities ra 1000

to pay pop

it inauthorities ra 1000 II ingoutsecurities ra ooo
To Poyales e4 1000 To Poyalesley 1000

7113 BlsDate BlsDate Blsode

NoEntry Exchangeignored Invin houteecunities ra 20 Invin houteecunities ra 20

ToOctReserve 20 To Pk 20

040h Settlement de 02104 settlementdate 02104 SettlementDale

Royally 1000 Invin houtcecunities ra 10 Invin houtcecunities ra 10

ToHank 1000 ToOctReserve 10 ToPIL 10

Payables 1000 Payables 1000

Bisheet To Bank 1000 To Bank 1000

Payoffs1000 FA 1000

alley 1000Dismal
pan gooo Muff 1000 1k720 10

noou 20410

pop papules 1000 9030Royally pop
Frigaint20

11L t 10 10007

9070 oil

Bank 10001 Ban 10007

I a
cave cave

FA 1030 FA 1030

To Ban 1000 To Bonn 100

to oet 30 To Pk 30



settlement DateAlcing NonDerivative Alcing However FA will be meaguiced
Raetia at settlement date instead of trade date

ACM FUTOCE FITR
3017 NoEntry

304 NoEntry
304 NoEntry

3117 Blade 3113 BlsDae 3113 Blade

Nointry Fairvaluecharge to Fainvolvechage 20

To act Reserve 20 To Pll 20

02109 0409 OHoh

Invinhoutsecurities 1030 Envingourseannities 1030
To Bank 1000 To Ban too

Inyingoxtsecurities 1000 To Fainilduchall 20 To tainilauchale 20

To Bank 1000 TO del Reserve 10 pple to

OR OR

faxingoutsecurities 1000 faxingoutsecurities 1000
TOBank 1000 ToBank 1000

thin Gortsecuripies 20 thingortsecuripies 20

To FainvalveGain 20 To FainvalveGain 20

toxingotsecurities 10 toxingotsecurities 10
To act Reserve 10 To Pk 10



Tabelladealing

Act Frock EXTAL
Financialmeet soooooo

financial
meet 1000000 financialmeet soooooo

To Paynesfro 1000000 To Paynesfro 1000000 To payoalesfro 1000000

Payam 1000000
Finorcidney

50000
Financing

met yoooo
To Bank 1000000 To oet Resende 50000 TO Pk 50000

Payday 1000000 Payday 1000000

To Bank 000000 To Bank 000000

Settlementdate alie

ALI EXTOL FUTA

I NoEntry Ye NoEntry 1 1 Notify

I 41 41

Financial asset 1000000 Financialneed 1050000 Finaeidreet 1050000

To Mark 1000000 TO thank 1000000 A Bank 1000000

To act Reserve 50000 To Pk 5000



STRATEGIC DEBT RESTRUCTURING

Substantial modification

1 Extinguishment Accounting 2 Modification Alcing

if lot test is passed Extinguichmentating if lot test is failed Modification Alcing

is applied RevisedtermsofcashFlowsdiscounted is applied
usingoldEIRwhichiscomparedwith

cAofold liability

EXTINGUISHMENT ACCOUNTING MttestPassed MODIFICATION accounting

I Derecognition of Existing liabilities I Anybeesoncostincurred is nettedagainst

2 Recognition of new liabilities existing liability 4Any paymentsmade is
RevisedtermsofcashFlowsdiscountedusingNewEIR assumed as dischargeofold liabilities

Anydifference is debitedforedited toPll
Anybees on lost incurred is changed topp

t New EIR is calculated

Crux Chuy

inmeasurecAofold liabilityatmodificationdate inmeasurecAofold liability atmodificationdate
2 If 101 testPasses Apply ExtinguishmeofAfling 2 if nottestFails Apply modification Alling
3 Extinguishmental 3 Modification Alc
caofold liabilitydemecognised Fainvalueof aAnypaymentsmadereduced fromCAofoldbibb

newlist recognised Difference in Pll 6 calculateNew EIR

lot felt should be faced



Amontisation schedule ofFl ap.net greenest Payments dBdaa
17am2000 1000000

1192001111144 1000000 100000 1000007 9000000

11am 200212049 1000000 100000 100000 7000000

17am200113MW 1000000 100000 1000007 9000000

Jan 2004 thy 1000000 100000 100000 7000000

Tay 2005 sty 1000000 100000 1000007 9000000
31.4.2007

i CA of FL of gray and on Bls 1000000

15hm20057 Xyz Bondholders agree to a modification

1ststep To check if 104 test passes on not
smergesent 61 71 81 I 11 II 121
µ 50000 50000 50000 56000 50000 50000 50000

1500000

HPyeslntrqreof.gr 1013158 9 FEi.e.to
costtobeincurred 100000 towntontestingpurpose foretoffarison

1113158

Increase in Liabilities 1113158 1000000 113158

i f increases 113158 100
1000000

11.321 Clot test Passed

therefore Extinguishment Alling is applied

Master

1 old CA of Liabilities is demewquised 1000000

I New Liability is recognised at Fain Vale 2958097
seeBelow



catgnewlichicity
smergesent 61 71 81 I 11 II 121

50000 50000 50000 56000 50000 5000050000

PageantValue 1500000

958097 a TEE

Tonna orchid
Ir Old Financial hid 1000000

To new Financial him
To plc

neverrecognised
958097

41903

2 Pfe T.CH 900000

To Bank 100000

Suppose if softestFails Apply modification alcing

CAof old liability a 1000000

legal fees Assumed payment fordischargeofoldvid tooooo

fAofold liability gooooo

on it and ont I I 1 I

can 900000
50000 50000 80000 50000 50000 80000 Soooo

coffers
1500000



If softest tails

17am2000 1000000

1192001111144 1060000 100000 1000007 9000000

Isan 700212049 1000000 100600 100000 7000000

17am2001 Myr 1000000 100000 1000007 9000000

Jan 2004 thy 1000000 100600 100000 7000000

Tay 2005 sty 1000000 100000 1000007 9000000

CAof FC of shy Ead 1000000

Thn20057 Xyz Bondholders agree to a modification

5mergesent 61 71 81 I 11
X X X X X

Present laneofCIF 99347 gym
1600000

legal othercostto

be incurred 50000

1043474

i Increase in Liabilities 1643474 1000000 43474

f increase 43474
goooood

100 4 357 1101testFailed



Modification accounting

1 Any bees on cost incurred i.e 250000 reduced from old liabilities
old Liabilities 50000

TO Bank 50000

i Revised c A of old Liabilities 1000000 50000 950000

2 New EIR is calculated

5mn 61 I 81 I 11
f A I 950000 X X X X X

New Thy
1600000

At 109 993477

At 11 949522

At 10.991 949949 4 ie Approx 950000

uploan Int 10997 Payments of loan

GM 950000 1044051814 1054405

7m 1054405 1758791014 1170284

8h 1170284 12861411117 1298898

gin 1298898 1427499014 1441647
pom 1991647 758737 116000001

158353614



Debt boy Equity swaps

each

56cm

noon

When Equity Instruments are issued to a creditor
1 An Entity Shall measure them at Fain value of Equity instruments
issued

2 IF FainHave Cannot be reliably measured Equity instt shall be
measured to reflect Gain value of Financial liability extinguished

Any difference recognised in PK

501 eA of Financial liability Goon

213nAsettled through Equity Inett land not settled butmodified
it fAof213 lief 609 cut fest
FainHave 56480 7017 CA 11137 309

Profit Plc hen Pv ofrevisedelfusingoldER 25cm

Die in Lick 5cm



I I Y Dec 530 100 16671 7101
W

Ehey recognised a gain in statement ExtinguishmentAline

of Profiton loss
1 CAofold lid Denewgrised 309

2 Fainvalve of new Leaf 28cm

Profit pls 2cm

Old Financial hiof 30cm

To New Financial Lid 28 em

TO Pk 2 G

E 2am recognised as gain in statement

of Profiton loss



Ghtimes soon

Assumemonketmateofinterest ally

ShankarManao

Assumeof 2ndyr End onlyinterestpaymentmade

01 it and Bt I I
109 109 10cm 10cm local

5.5M 44m 3.3cm 2.29 lien

Ison trim
n

50100,00100

sat EIR given 11.5
494129904

IN

I R Bank 494129904

To Loan FL 494129904

Amanfisation schedule

Thf 11.57 Payments d.com
Atgm

Opiloc

494129907 56829938 15150100,0001 395954832

2nd 395954842 48534807 14140,510007 397989650
OnlyInterest
paymentmade

CA of loan of Ady and 397489650



cot test

2nd and 3rd 41 12 1 71 I 10h II 121
hen hen hen hen hen hen hen hen hen hen
69 5hey 489 424 3by Ben 2yen 1.841.2in obey

us
22,790

10 9.9 88 8.2 76 f 6.9 58 5.24.6

s old EIR 1157
cagedat

Mitter
i Increase in herb 451522790 397489650

59033171
i fine 54037171

3974890
0100

17.591 9710 7
lot test paned

i we should Apply Extinguishment Acing

1 9A of old hid denceoquised 397489650

I difference in Pll25103502 New hoof of new twin value 40000000

sayp y t E E e e if I
hen hen hen hen hen hen hen hen hen hen
69 5hey 489 424 3by Ben 2yen 1.841.2in obey
10 9.9 8.8 8.2 76 f 6.9 58 5.2 4.6

Pulled atmoneetrayaffirm a
ist

98775062



311140 InterestExp 56824938 1cal

Toloan 56824938 InterestExp 56824938

1994299

J
m

TOBank 155000000

hoon 15150,001000

TO Bank 15,5000,000

711202

InterestExp 45534807 1cal

Y
4398954842 11577 ToBank 44000000

To loan 1534807

loan 44000000

To thank 44000000

3112.2002

Old CA of loan 397489650

PfeCloss 2510350

To New loan 400000000

311203

Interest Exp Pt 60000000 1cal
TO loan 60000000 Intenestepp 60000000

4409 X 1577 loan 40000000

To Bank 100000000

loan 100000000

TOBank 100000000



grid him
16000 Sooo
200000 200000



Amy 1st 2nd and 4th 5th
200000 200000 200000 200000 200000
16000 16000 16600 16000 8000

42000 28000 14000 X

Pip 258000 244000 230000 216000 208000

843879

121 market mate of Interest

AmortistoxfynsInitial Recognition 1 tanto
156121

Othyn loan to Emp FA 843879 54ns

porepaid Stott lost 156121 31224
To Bank 1000000

Amantisation table

Op loan Int 127 Receipts 1 loan

Istyn 843879
82457

1258000

687144

s

zygoo

687144
2ndyr 525601

My 71.12.01
Loanto Emp Cfa 101265

100
TO InferestIncome Pic 101265 Bare 98000

Mann 258000 To Infincore 101265

To Loan toEmp 258000 Toron 156735

Employee BenefitExpert 71224

To Prepaid stafflost 3124
1561

p



2nd 31.12.02
Loanto Emp CFA

TO Inferestincome pic 82457
There

2h40m

MAN 244000 PAIN 82457

To Loan toEmp 244000 ToLoan 161543

Employee BenefitExpert 71224

To Prepaid stafflost 3124

115614ns

AtIndyand 7 CA of FA 525601

lotof Prepaid Asset 93677

After Prepaymentof 200000 on 31.12.02
2ndgrand By 42

9 16000 Inexut 8000921 477 x
1 100 200000200000 X

216000 208000

Px 358673 9 127

At 2ndyr End Adjustment of PrepaymentAmount

Bank of 200000

TO loan 4525601 3586737 166928

Toprepaid staffcost 33072

Revised CA of loan FA 358673

a a a Prepaid StaffCold 93673 330727 60601 Camonfise in
2475



FA Amonfisation Schedule

fat 14OP FA

g

Receipt 4
My 358673 2160007 185714

9mW 185714 22286 2080007 Nil

32dg 71.12.03
Loanto Emp CFA 43041

TO TnfegestIncome Pic 43041

Monk 216000

To Loan toEmp 216000

Employee BenefitExpert 30700

To Prepaid stafflost 30300

1609hm

hay 31.12.04

Loanto Emp CFA 22286

TO TnfegestIncome Pic 22286

thank 208000

To Loan toEmp 20800

Employee BenefitExpert 30301

To Prepaid stafflost 70301



Unit 3 Illustration34 Imp

on est 2nd me
AmfReceived 1000000 60000 60000 60000

1000000

pry 929061 I ride 97

Bank Afl 1000000

TO FL 924061

To Equity 75139 Not remeasured

AmonfisationSchedule

op Arlon
83165

Dagny

130min02 924061 goooo 947226

YIomine
2003 947276 8560 600007 972476

972976 87524 1060000 X
Faimilate

C7 of horn of 30thjune 2003 972476 1009523

Equity is a y 75979 90577
1100000



Indy and mdynand

Repayment option 60000

1000000
1060000Finale ofliability

1009527 1 amatmenuetrate 51

i outof 21100000 paid for Redemption
Ant paid for Liability 1009523

4 Equity 90477
Tunnel

Liability Equity
I
hickility 972476 Equity 75979

Pll 37047 Equity 14538

TO Rank 1009523 To Ban 90477
A

Signum
Y

Eqity 90977
pay goy

Merged Entry

Liability 972976

PK 37047

Equity 90977

TO Bonn 1100000



Examples ofEmbedded Derivatives
Ef 1

Entity x issues Bonds to Entity 7

However the Paymentof coupon and Principal componentof the Bond is
indexed with the deice of theGold

Hybrid Instrument

Debt Instrument Gold Price
Chords issued by Entity x payments linked with Gold

I A

Non Derivative HostContract Embedded Derivative

E9.2
Entity X issues a redeemable biped interestmate debenture to EntityY
Amountof interest and Principal is indexed to the value of Equity instruments

ofEntity X
Hybrid Instrument

Debt Instrument Equity Indexation
Redeemable fixedinterestrate Payments linkedwithEquity
debenture issued indexation

µ A

Non Derivative HostContract Embedded Derivative



Hybrid Instrument

Non Derivative Host

Contract

Embedded Derivatives attached

Conversionoption warrants

FinancialAsset Acm evenIrvolt settlement in ForeignCurrency
Financial liabilities Acm Fuera etc

Charity9NoRemeasanement severe accountingonly
Nonfinancialitems Excertony Contracts Frocelacm cannot be

9 f convertibleBonds Delelnhall applied in Derivatives ageing
machinery tools 427



Note

separation of Attached Derivative Contract from Non Derivative Host contract is
not regained if futile method is applied in Non Derivative Hostcontract

mom ng

Nor Derivative HostContract

futility
closelyrelatedand
No separation is

Derivative contract furn requited

Acm
Notclosely relatedand

my my

nor Derivative Hostcontract

y separation ofDerivativeMom

Derivative ContractCreepy
ManDerivativeHostcontract is
requited

not In call of Financial asset if Embedded Derivatives is attached then Instt
is not paying solely interest and principal hadtherefore only Frere Alling
isdone Also in fall of Attached Derivatives onlyFrede method is applied
Therefore in call offinancial asset Both are closely related and hence

separation is not required

separation is not required only if any allow conditions are satisfied

9Closely related
i Hybrid instrument measured at FVTPL

Characteristic and risk of Embedded Derivatives closely related

to Non Derivative Host contract



An Embedded Foreign Currency derivatives is considered closely related
to Host contract in below cases where separation is not mequined

1 Payments denominated in Functional currency of any substantial parity
to the Contract

I Cannency Routinely denominated in commercial transactions around the

world 4Dollar commency Gon crude oil transactions7

3 Relatively stable and liquid commency commonly used in local

business transaction on external trade

In all other calls Embedded Foreign Commency Derivative should be separated

from Hostcontract

Certain guidance on How to Cammy out separation are enumerated below

in detail
Hostcontract
1 Host contract 9sale on Purchase should be denominated in Functional

currency r c

2 The F l is determined using forward exchange rate Delivery DateForward

rate at the date the contract is entered into

Embedded derivatives

3 The Embedded Derivative is a forward currency contract to Buy on
sell applicable amountof contract currency for the Functional commency
of the same Forward Exchange Rate



The ebbect is that Fainvalue of Embedded Derivative is initially Zemo

h subsequent changes in Fainvalue of Embedded Derivatives recorded
in Pll

5 OnDelivery of non Financial item Host contract is fulfilled and
Embedded Derivative is settled
A Foreign currency debtor on Crediton is recognised for the contract
amount translated at spotmate
The closing Cammying Amount of Embedded Derivative is added to
Fl Cammying amount of Host contract to give initial e a ofDebtor
on Corediton

Trade Receivables 1014 60 6cm

To Revenue 559 7 Ordinary coursesales

TootherFrome Ply 507 7 Derivative Profit

4 101loss 1.5cmProfit
Stan Indyn



Illustrationh
tellSquinpments

Hybrid contract s entity An
EntityB

Receive 1000000

manDerivative Holtcontact DerivativeConnect

Pay255000000
EseaForward

sellequipments contract

entity I
IntimB entity I

IntimB

Receive 255000000 Receive 1000000 BuyForward
contract 255

Non Derivative Host Contract Derivative Confect

Miano t esta x

astmarchol A 3Istmanch Me tea
TO D Fil 1cm

nothjured 10Th DF c reverse ten
TradeReceivables 8.5cm DFA 59

To Revenue 5.5cm To Me 1 59

Boman
TradeReceivables 5cm

To D f A 5cm



Impairment of Financial Assets
s changed inPll

An Entity Shall recognise a 1055 Allowance born expected credit loss on

the following

a FA measured at Amortised lost on FITOCI 9Except Inv in Equity Instt
b Trade Receivables on lease Receivables
e loan Committment on a Financial GuaranteeContract

Recognition of Impairment loss not required if
a It is a Financial liability on Equity Instruments
6 FA measured ht FITPL 4Ef TuxinDebtInstrumentmeasured at FITR

9 Investment in Equity instrument measured either at FXTPL on FYTOLI

Awhat is Credit Loss Allowance

Presentvalueof contractual cash Flows less Presentvalue ofcash Flows Entityexpects
dueto theentity toreceive discounted using original EIR

Loss Allowance to be provided one of two types

i lifetime Expected credit loss ii 12months Expected credit loss

X

a TradeReceivables fleaseReceivables other FA whose credit risk not

b other short term FA increased significantly
c Credit risk increased significantly

Hate when contracted payments are more than past30daysdhe there is
rebuttable Presumption that CREDIT RISK INCREASED SIGNIFICANTLY



Credit risk impaired significant increase in Creditrisk Nosignificant increase increditrisk
Neryhigh risk moderate tothigh risk low risk

Lifetime Eel Lifetime Eel 12months Eee

Intereston Net FA Intereston Gross FA Interestan Gross FA

AnEntity mayuse Practical Expedient when measuring Expected creditloss on

Trade Receivables

I
Calculation of Ecl ban trade Receivables using a provision matrix

Entity would use its historical credit experience to measure 12months ECL

onlifetime Eel

Example Specify Fixed provision rates depending on number of days that
a TradeReceivable is PAST DUE

If Provision if not past due
21 Provision It less than Bodays Past due

31 Provision I Between Bodays to godays past due

hot Provision 7 Between godays to 180days pastdue



E9
Am 1st 2nd Bnd 4th 5h

AmountDue 7 500000 500000 500000 500000 500000

5000000

AmountExpected to
bereceived 7 400000 400000 400000 400000 3500000

100000 100000 100000 100000 2000000

IExpectedCreditcost

I 16923787lifetimeEce THEIR ft

Lossgiven default

lifetime Expected Credit loss oof 1692378 Assume credit risk increased

significantly

ii 12months Expected credit loss
1100000 1ogy

9259h Assume credit risk notincreased

significantly

On it Probability of Default is 51 over next in months

I 12months Expected credit told 57 of 1692378
84618

9 Investment in lot Debentures 500000 17years
Tmancaction lost 30000 hence method

Oh 151 2nd 2nd
400000 50000 50000 50000

30000 500000

830000 Ft EIR 76851



OpeningYate Interest f6857 Receipts closingvalue
530000 40730 500007 520730
520730 40018 500001 510748

510748 39252 5500007

Year I host Allowance 20000 FainHave 450000

Toward

Lil FA 40730 tin hose allowance Pll 20000

To Interest Income OCI 50730

TO FA 70730
Gil Bank 50000

To FA 50000

earn 1055 Allowance 15000 FainVale 1051 35000 total

Towner

Lil FA 40018 Hii Loss allowance Pll 15000
To Interest Income 40018 Oct 20000

TO FA 35000
1 Bank

to FA

50000

50000

lamb No loss All recovered

Lil FA 39252 Hii Pfe 70730
To Interest Income 39252 TO Oct 70730

Recycling dot toPk on Disposal Denecognition
ii Bank 550000

ji aliii
Bank 550000

To FA 444270 ToFA 444270

ToOct 70730
TO Ple 105730 ToPk 35000



1Styear BlsheetCistynGod

Pk Interest740730Cistyn Bank7 5300001 50000 50000 550000

loss Allowance 7 20000 estyn FA 530000

HIM 7.6851 40730

at Fy loss 50730 estyn F Receipt 500007

2ndyn 520730

Me greenest 7 94018 2ndyn FainHaveChange 70730

a

bold Allowance 7 15000 Anduin RreA Cistyn 450000

Mr 76857.04520730 40018

FU 1051 20000 Odin 4 Receipt 1500007

440018

Indy Fl Fll Change 350007

Pfe Interest 9 39252 3ndyn RrcA 2ndyn 405018

Denelopritiont 105730 Badan 479nt f 685f.an 510748 39252
ReclassificationfromOct 7 70730 E Receipt 550000

105730

def 4 70730 Denecogaition 105730

NIL

When FinancialAssetCredit risk has increased significantly Catenate Interest
on Gross FA

When Financial AssetCredit risk is credit Impaired Catenate Interest on net FA

Gabler deducting impairmentloss

i



Determining whether credit risk has increased significantly

a Significant increase in Credit risk on other Financial Instruments ofsame Borrower
2 Significantchange in operating results ofthe borrower Ef Declining Revenue marginsetc
Significant change in Expected performance and behaviour ofthe borrower
Reduction in Financial support from parent Entity

r Adverse change in Business Financial on Economic condition expected to cause

significant change in Ronnowleris Ability to meet its debt obligation

Significant change invalueof collateral on Quality of hind parity guarantees on
CreditEnhancements

significant adverse change in Regulatory economic or technological environment

of theborrower

hold Given Default is the amount ofmoney a lender losses when a Bonnoven
defaults on a loan often taking consideration any recovery represented as
a percentage of total Exposure at the time of loss



RecyclingtoPN

BSheet Fon Understanding

Ptu hoss Allowance 7 307 Bank 1000 950 1507
pye OctRecycled toPK 7 20 FA 1000

50
14 Reduction 50

Oct Fain value loss 7 207 950

Recycling 20 a saleof FA 9501
NIL NIL

On Denecognition ON balance of 2 30 Dr recycled to Pll



astylar Indy 3rdyr
Cashflow baled on Ilf interest 110000 110000 110000

e 81 1 80000 80000 80000

Differential 30000 30000 30000

Presentvalue PV 111 Bank 73320

73320 TODEL73320

Other Investment in subsidiary 73320

To Financial Guarantee DFL 73320

Amortisation table Ant ill
73320 8065 1300007 51385
51385 5652 30000 27037
27037 2974 130000



Istyn
12m Expected Credit loss It of 1000000 10000

l Aof liability 930000 xfulfa fat 2yns 513859Higher

Liability should be recognised 51385
Reduction in liability 73320 51385 21935
Journal

Financial Guarantee 21935
TO PIL 21935

2ndyr

12m Expected credit loss 3 of 1000000 30000 Higher

CAof line 300007PuefA elf lyn 27037

I Liability should be recognised E 30000

i Reduction in liability 51385 30000 21385

Journal

Financial Guarantee
To pye

21385
21385

3rdyear if Amount fully paid by subsidiary
Financial Guarantee 30000

To Pfe 30000



F

Futureseu

Derivatives

114101 No entry
I

197 Mapai's3016101 D F A

q
30thjune zomsept

to the 197 sea 1009 767
91008 2 1.0157 Buy 1004 742

Profit 2200

3019101 D FA 303 iffy a soggy
TO PIL 303

11009 5 1977

3019101 Bank 500
settlement

To DFAfrevense 500



Hedging

Copperfledgeditem Hedging Instrument

1401 Noentry 114107 No Entry

3016101 No Entry 3016101 D FA Futurecontract

TO LEHR OLI Igy
3019101 Bank TR 7200

To Revenue 7200 3019101 DF A Futurecontract 303

TO CFHR OLE 303

3019101 CFHR OLE 500

To Revenue 500
atthetimeofdeliveryof

copper

3019101 Bank 500

TOD FA Futurecontract 500

CFHR Oct Cash Flow Hedge Reserve OCI



Demecognition of Financial Asset
Financial Asset is denecoquised if
it Right to cothFlows from Asset expires

paymentof enginedueamount on legal release of Debtor by Crediton

ii Entity transferred its right to receive cashFlows
AND Factoring Agnangement

h shhh m risks a new

9 Me at FA om

with Non Recourse
Loiscussed in Hotel

iii Entity neither retained non transferred substantially all risks and
Mewand 4Discussed inNote 1227

AND

Not Retained control of the Asset transfereehasright to sell withoutApproval
Discussed in note37

Note I E9 on Transferred substantially all risks and newand
1 unconditional Sale
2 sale t repurchase at Fain valve risk a reward Ha
3 safe Putoption calloption that is deeply out of the money

Saleof FA
MM

Caption to pay Baek in momma
Abhishek Singhal

exercise price of F 150
Put Righttosell

thinlave 2220 andnoteffectedthat Highlyunlikely that itcopyrighttoBuy
it willGo below F 150 willgo intomoney

Gale t Putoption deeply Sale of Fa Risk Reward
outof the Al

money penewquisetyth



Saleof FA
Abhishek SinghalPmatik That

caption topay Back in 3months at
exercise price of F 150

thinvalve 290 andnotexpectedthat
it willgoabove E 150

Gale t call option deeply Sale of Fa
outof the H Rish RewardHd

money Denecoquise FA

Note2 Examples of when Entity retained substantially all risks rewards
i A saleand repurchase transaction where Repurchase price is Fixed Price
OnSalePrice Plus lender's return Risk Rewind not transferred

2 Securities lending Arrangements

3 A sale of FA together with deep in the money put on call option
i e so ban in themoney that it is Highly unlikely to go out of themoney

h Asale of short termReceivables in which entityguarantees to compensate

transferee for credit losses likely to been
5 A fate of EA together with total return swap that transfers market risk
d
exposure back to the lofty 9914thation707

InAboye Calls FA cannot be denecognised
Notes



Saleof FA
Pmatik Tafari Abhishek Singhal

l Safeof FA f Putoption by Abhishek
Exercise price 150 chancesofPatoption

tobeexercised
Marketprice a 90

ie Putoption deeply in the money

i sale of FA t put optionhighly expected to be exercised

Inotice that has retained dish rewards

2 Saleof FA f call option by Profile
Exercise price 150

pm
option

behold

be
exercised

Marketprice a 220

ie call option deeply in the money

i late of FA t call option highly expected to be exercised

i Pmatite target has retained risks and reward

Another Example 9NotRetained not thanetenned Substantially rich newand

Gateof FA t Put option by Abhishek
Exercise price 150

y
Putoption outof themoney

marketPrice 1521148 but not deeply
I ftp.agtthom

Neitherdeeplyin themoney non deeply outof themoney
i AmalieJagat has neither transferred non retained substantially all wishes

and reward



To DinecognisePantof a Financial Asset it it meets any below conditions

a the Pant comprises any specifically identified cash Flows lemon a

Financial Asset say intereststrip sold

Oh 1st 2nd 3rd Gm

FA 5000 500 500 500 500

5000
Tame oftnt 701500 KrillFA lotchyme 1585 intereststrip

500 X MIF lot Smyn 3415 Principalship

5000

if interest off one transferred then FA to the extent of E 1585 will be

demecoquised

if Principal CIF are transferred then Fa to the extent of 3415 demecognised

b The Pant Comprises any fully proportionate cash Flows from FA
say Sof elf sold

Of 1st and 3rd Gm

FA 5000 500 500 500 500

Yeo oo 5 7100Too
400100

Yooo
PUofSofoff Tof too
400X MFA 101,4475 thoooxrulf lot hmm

9000 to me denecogriced

FA of 2 1000 continue to be recognised

e the Pant comprises only fully proportionate share of specifically Identified
Cash Flows



Say Entity transferred right to Got part of Interest strip
661 of Interest strip sold

01 1st 2nd 3rd Gm

FA 5000 500 500 500 500

Hoo Yoo to soot

Pil of601 Intereststrip
300XAVIFA 107 Guns 951 Degecognia

Remaining E hong continue to be recognised

El CA of Financial Assets 50000

Sale Proceeds

Cosy 30000 servicechange 500 1metlesh 29500

Financialassetsreceived 18000

Liabilities assumed 2500 29500
Ifor
250

Net loss 50000 45000 50 1 45000

Journal Banke 29500
FA gooo
Plegatis gooo

To CA of FA Good
To Liabilities 2500



f A of Financial Assets 300000
I continueto

recogniseFA
sold 607 2280000 Amt received in cash

Butsuch saleof FA do not qualify for Denecognition

BfSheet
Sheep

Other9g
360000

Financial Asset sooooo
Aftincome

Bank 280000

FL 280000

Mapp

Continuing Freeolvement Asset Refer Unit5 911 12A 129 12C



Bluet
FA
Shortterm
Receivables 959

CAoffrontteam
Receivables 959 flashreceived loan

Remaining FA 90unfaemengnisey CA 59 continueto
relegate

cosy 859 Cash sent
Denceosition No Denceogrition

Bear 859 Make A 59
hoston Denecog Pt 59 to guaranteehint 59
To short term receivables 909

f I A 5cm
To shorttermReeqidh son

singlecalm
f I A Gen t.sn
Bank Goon

holdon Demecog rt 59

To shout team Receivably FA 95cm

To haemateehide 5Mt soy



Bsheet

gcop toting 959 FA 9501
tell i Deneaf 190cm

hoston Dental Pfe Sen FA 5cm

C I A 5cm

Bank 85cm

Manik M.suTo Abacidedtitle

c t.at
To Avoided riot Jay

C In 5.54
Baek Goon

hunch 59
To short term Rebirth 959
To Associated hid 5.59



Accounting ban Extinguishment of Financial Liability

Financial Liability soooo
B sheet

FL 50000

Liability is discharged by
Paymentof Cash 30000

FinancialAssetHd 10000 nooo



Other Asset Afd 3000

Liabilitiesassumed 20001
45000

i Difference alt CAof Fl Proceeds paid recognised in Plc
50000 95000
5000

Toward Alsheet

Financial aid Denecoquired On 50000 Ml 5000 Sup soooo
TO Bank 30000 hide 50000 Bank1900007

To FA 10000 50000 FA 71100007

Nt ola 4 7000
to other asset 3000

To FL 2000

5000

hid 72000
tooTo Profit loss 700

89 Amount due to Abhishek Singhal 70000
Amt paid 90000

For melt E 30000 due to Abhishek hint is Efd to PankajTapti
lion which Abhishek agrees and legally released its debtor Pnatice

Tafari
Amalia Tafari Guarantees to Pay Abhishek if PankajTyagi Defaults
Fainvalue of guarantee 25000

Joanna
Financial hid 70000

To Bank 40000

To guaranteehid 25000

To Pll 5000



Secunifisation

In some situation Entity retains night to receive cashFlows but

it does assume contractual obligation to pay cash Flows to otherEntities
Such Arrangements are often Pass through Ammengements

To qualify Transfer Below all Conditions to be met

1 No obligation to pay unless it collects equivalent Amounts

2 Obligation to remit any elf it collects without material Delay
7 Prohibited from selling on pledging the asset
4 Not Entitled to reinvest except for short period in cashon cashEg
and interest earned is passed to recipients

Entitya 13Sheet

FA 1009 trustBsheet

C I 90g Demecopik
Participatory Goon Bank 90cm

FA fog atolls a Coen
NIL

FA 90cm
Bank 909


