Hedge Accounting Valuation Methodologies

Date: [Insert Date]

[Your Name]

[Your Title]

[Your Company]
[Your Address]

[City, State, Zip Code]

To: [Recipient's Name]
[Recipient's Title]
[Recipient's Company]
[Recipient's Address]
[City, State, Zip Code]

Dear [Recipient's Name],
Subject: Overview of Hedge Accounting Valuation Methodologies

As part of our ongoing commitment to effective risk management and compliance with
accounting standards, we would like to provide you an overview of our hedge accounting
valuation methodologies utilized in our financial reporting.

1. Methodologies Used

o [Fair Value Hedge Accounting: This methodology focuses on the changes in the fair
value of the hedging instrument and the hedged item.

e Cash Flow Hedge Accounting: This method is aimed at offsetting changes in cash flows
of forecasted transactions.

o Net Investment Hedge Accounting: This methodology is used for hedges related to
foreign operations.

2. Valuation Technigques

o Market Approach: Utilizing observable market prices for identical or similar
instruments.

« Income Approach: Discounted cash flow methodologies based on future income
generations.

o Cost Approach: Valuation based on the cost to replace the asset.

We will continue to monitor market conditions and adjust our methodologies accordingly to
ensure compliance with applicable accounting standards.



Please feel free to contact me with any questions regarding our hedge accounting practices.
Thank you for your attention to this important matter.
Sincerely,

[Your Name]
[Your Title]



