Hedge Accounting Strategy Explanation

Date: [Insert Date]

To: [Recipient's Name]

From: [Your Name]

Subject: Explanation of Our Hedge Accounting Strategy

Dear [Recipient's Name],

| am writing to provide you with a detailed explanation of our hedge accounting strategy, as

requested. Our approach aims to mitigate risks associated with fluctuations in market prices that
could affect our financial position.

Objective

The primary objective of our hedge accounting strategy is to stabilize earnings and protect cash
flows by aligning the timing of the recognition of gains and losses on hedging instruments with
the underlying exposures.

Types of Hedging Relationships

« Fair Value Hedges: We utilize fair value hedges to protect against changes in the fair
value of recognized assets or liabilities.

e Cash Flow Hedges: Our cash flow hedges are designed to hedge variability in cash flows
related to forecasted transactions.

Risk Management Framework

Our risk management framework includes regular assessments of market conditions and the
effectiveness of our hedging strategies. We use financial instruments such as derivatives to
achieve our hedge accounting objectives.

Compliance and Reporting

We ensure compliance with the relevant accounting standards and document all hedging
relationships in accordance with industry regulations. Regular reporting is conducted to review
the performance of our hedging activities.



In conclusion, our hedge accounting strategy is a vital component of our overall financial
strategy, aimed at reducing risk and enhancing stability. Please feel free to reach out if you have
any further questions or require additional information.

Best regards,

[Your Name]

[Your Position]

[Your Company]

[Your Contact Information]



