Staff summary on key amendments made to D22 in response to comments received

The IFRIC released draft Interpretation D22 Hedges of a Net Investment in a Foreign Operation for public comment in July 2007 and received 45 comment letters in response. Below is a staff summary of the amendments made following the redeliberations of the IFRIC.

(a) The Interpretation clarifies that the carrying amount of the net assets of a foreign operation that may be hedged in the consolidated financial statements of a parent depends on whether any lower level parent of the foreign operation has hedged all or part of the net assets of that foreign operation and that accounting has been maintained in the parent’s consolidated financial statements.

(b) The Interpretation clarifies that the assessment of effectiveness is not affected by whether the hedging instrument is a derivative or a non-derivative instrument or by the method of consolidation. 

(c) The Interpretation and its Illustrative Example clarify what amounts should be reclassified from equity to profit or loss as reclassification adjustments on disposal of the foreign operation.

(d) The Interpretation clarifies transitional requirements.

(e) Appendix - Application Guidance was added to the Interpretation.  Illustrative Examples in the Draft Interpretation were removed.
(f) The Basis for Conclusions was changed to more clearly set out the reasons for IFRIC’s conclusions.
