Hedge Accounting Policy

Date: [Insert Date]

To: [Recipient Name]

From: [Your Name]

Subject: Hedge Accounting Policy Documentation

Dear [Recipient Name],

This letter serves to outline the policy related to hedge accounting as implemented by [Your

Company Name]. Understanding and adhering to these guidelines is crucial for the accurate
representation of our financial position and risk management strategies.

1. Purpose

The purpose of this policy is to ensure that the hedging activities of [Your Company Name] are
correctly documented, accounted for, and reported in accordance with applicable accounting
standards.

2. Scope

This policy applies to all financial instruments designated as hedging instruments in hedge
accounting, including but not limited to derivatives and non-derivative instruments.

3. Types of Hedges

« [Fair Value Hedges: Hedges against changes in the fair value of recognized assets and
liabilities.

o Cash Flow Hedges: Hedges against variations in cash flows of highly probable forecast
transactions.

o Net Investment Hedges: Hedges of net investments in foreign operations.

4. Documentation Requirements

To qualify for hedge accounting, [Your Company Name] will maintain thorough documentation
that includes:

¢ Risk management objectives and strategy.
« ldentification of the hedging instrument and the hedged item.
o Detalils regarding the hedging relationship.



5. Effectiveness Testing

Regular effectiveness assessments will be conducted to ensure that hedging relationships are
achieving the desired risk reduction objectives.

6. Compliance and Review

This policy will be reviewed periodically to ensure compliance with relevant accounting
standards and to reflect any changes in our risk management practices.

If you have any questions regarding this policy, please feel free to reach out.
Sincerely,

[Your Name]

[Your Position]

[Your Company Name]



