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} Accounting for IBOR Reform

(IBOR Reform Phase 1: Hedge Accounting )

Highly probable requirements

®  Prospective assessment (economic relationship)

\‘ Separately identifiable risk components )

— Pre-replacement issues Replacement issues —
LIBOR Discontinuation IBOR Reform IBOR Reform Phase 2
Phase 1

/

IBOR Reform Phase 2: \

*  meUfufatndre (Practical expedient) dhunsumstdsunlaslunszudtudamudyanuNyszom
*  msdsuzamnue Hedge Accounting
* dammualumsilawedayaay TFRS 7
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} Contractual Cash Flows

Practical Expedient 1%87%150 Update EIR l@%1n15 Update @34na1tAA21n
= Jumswdsuwdasnszudduaamaduan fduniiaain IBOR Reform uag

® Legacy Basis vs. New basis = Economically Equivalent

An example of an economically equivalent change

* A company replaces IBOR with a nearly risk-free alternative benchmark rate.

* The risk-free rate is lower than IBOR and, to account for the economic basis difference, a fixed spread is
added to the risk-free rate.

* Such a change in the benchmark rate, with the addition of a fixed spread adjustment, is an example of a
change that would meet the Board’s economically equivalent condition.

IBOR Risk-free rate

* ferm rate * gvernight rate

0

« forward-looking * based on historic transactions
* includes a component for bank credit
risk and other factors

+

fixed spread

Source: ifrs.org
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https://www.bot.or.th/Thai/FinancialMarkets/Documents/Seminar_4Aug2020.pdf

} Hedge Accounting

nsUsuTaiBuafiigItadny Hedge Accounting Taglvanansaunly Hedge Relationship lo
Tudrvzaq

®  Designing an alternative benchmark rate as the hedged risk

®  Changing the description of the hedged item, including the designated portion, or of the

hedging instrument

The amended hedging relationship is still
e Separately ;Equlred to n.met all other quali@%ng criFeri.-l
or the company to apply hedge accounting.
in the cash flow identifiable Also, hedged items and hedging instruments
hedge reserve requirement are measured in accordance with [FRS 9 and
IAS 39.
Groups of items Retrospective ﬁco{r{pun}r would include un?}r changes in
. : the fair value of the hedged item or the
designated as effectiveness assessment hedging instrument in the recognition and
hedged items (LAS 39 only) measurement of hedge ineffectiveness in
the financial statements. Therefore, the

measurement of hedge effectiveness is
consistent with the Board’s decision to account
for changes required by the reform as the
continuation of the hedging relationship, and
reflects the economic effects of the reform.

Source: ifrs.org

am3dBwongs luwsususisuaun


https://www.bot.or.th/Thai/FinancialMarkets/Documents/Seminar_4Aug2020.pdf

} Disclosure

Objectives of the disclosures

Companies are required to provide disclosures that enable investors to understand:

* the nature and extent of risks to which the company is exposed arising from financial instruments that
are subject to interest rate benchmark reform, and how the company manages those risks; and

* the company’s progress in completing the transition to alternative benchmark rates, and how the entity
is managing that transition.

Achieving the objectives

A company is required to disclose:

(a) how it 15 managing the transition to alternative benchmark rates, 1ts progress at the reporting date and
the risks to which it is exposed arising from financial instruments as a result of the transition.

{b) quantitative information about non-derivative financial assets, non-derivative financial liabilities and
derivatives, each shown separately, that have yet to transition to an alternative benchmark rate as at
the end of the reporting period. The company is required to disaggregate this quantitative information
by significant interest rate benchmark.

fc) a description of any changes to the company’s risk management strategy arising from the risks in (a).

Source: ifrs.org
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https://www.bot.or.th/Thai/FinancialMarkets/Documents/Seminar_4Aug2020.pdf
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Source: ifrs.org

Amendments

. Practical expedient for

particular changes in
contractual cash flows

. Relief from specific

hedge accounting
requirements

. Disclosure

['E.'L[Lli.l'ﬁ.']]]i.']llhi

IFRS 9
Financial

Instruments

P msialfudlumeldauuilas

Which IFRES Standards are amended?

IAS 39 IFES 7 IFES 4
Financial Financial Insurance
Instruments: Instruments: Contracts
Recognition Disclosures
and
Measurement
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https://www.bot.or.th/Thai/FinancialMarkets/Documents/Seminar_4Aug2020.pdf
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Thank you

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we
endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will

continue to be accurate in the future. No one should act upon such information without appropriate professional advice after a thorough examination of the
particular situation. Materials published may only be reproduced with the consent of FAP.
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