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A TUTORIAL FOR FIRM COMMITMENT 

HEDGED WITH FORWARD CONTRACT

Abstract

When implementing FASB No. 133: Accounting for Derivative Financial Instruments and Hedging Activities, accountants have found that one of the most difficult topics is testing for hedge ineffectiveness and accounting for hedging ineffectiveness. In particular, one of the most confusing sections in FAS 133 is Paragraph 168. The FASB has employed the condition “…exclude from its assessment of effectiveness the portion of the fair value of the forward contract attributable to the spot-forward difference (the difference between the spot exchange rate and the forward exchange rate)”. However, FAS 133, assumes this condition without ever explaining how it is operationally implemented. One major purpose of this tutorial is to explain how to implement this condition of effectiveness testing. To illustrate, this paper uses an example on a fair value hedge of an unrecognized firm commitment to purchase an asset for a price denominated in a foreign currency. The second purpose of this paper is to provide educators with a somewhat realistic tutorial that can be used in education and training courses. Finally, a third purpose is to demonstrate the integration of the design of an Excel spreadsheet to support such a function. 

A TUTORIAL FOR FIRM COMMITMENT 

HEDGED WITH FORWARD CONTRACT
1. INTRODUCTION

Statement of Financial Accounting Standards No. 133 (FAS 133): Accounting for Derivative Financial Instruments and Hedging Activities is probably the most complicated and confusing standard ever issued by the Financial Accounting Standards Board (FASB). The related International Accounting Standard No. 39 (IAS 39): Financial Instruments – Recognition and Measurement issued by the International Accounting Standards Committee (IASC) is similarly the most difficult international standard issued to date. FAS 133 is the only standard for which an implementation group was formed by the FASB to assist in resolving implementation questions raised by companies. This is known as the Derivatives Implementation Group (DIG) - http://accounting.rutgers.edu/raw/fasb/derivatives/digmain.html 

When implementing these standards, accountants have found that one of the most difficult topics is testing for hedge ineffectiveness and accounting for hedging ineffectiveness. In particular, one of the most confusing sections in FAS 133 is Paragraph 168. This paragraph is embedded in Example 10 (Appendix B of FAS 133) for a firm known as the DEF Company. The paragraph in question reads as follows (with emphasis added):

Paragraph 168 of FAS 133

DEF will exclude from its assessment of effectiveness the portion of the fair value of the forward contract attributable to the spot-forward difference (the difference between the spot exchange rate and the forward exchange rate). That is, DEF will recognize changes in that portion of the derivative's fair value in earnings but will not consider those changes to represent ineffectiveness. DEF will estimate the cash flows on the forecasted transactions based on the current spot exchange rate and will discount that amount. Thus, DEF will assess effectiveness by comparing (a) changes in the fair value of the forward contract attributable to changes in the dollar spot price of Deutsche marks and (b) changes in the present value of the forecasted cash flows based on the current spot exchange rate. Those two changes will exactly offset because the currency and the notional amount of the forward contract match the currency and the total of the expected foreign currency amounts of the forecasted transactions. Thus, if DEF dedesignates a proportion of the forward contract each time a royalty is earned (as described in the following paragraph), the hedging relationship will meet the "highly effective" criterion.

In the FAS 133 Example 10 mentioned above and in other examples, the FASB has employed the condition “exclude from its assessment of effectiveness the portion of the fair value of the forward contract attributable to the spot-forward difference (the difference between the spot exchange rate and the forward exchange rate.” However, the FASB never explains details of this technical aspect of testing for ineffectiveness of a hedge. A major purpose of this tutorial is to explain how to implement this condition of effectiveness testing and to illustrate its implications in financial statements adhering to FAS 133. The same condition applies to IAS 39.

Another purpose of this tutorial is to provide educators with a somewhat realistic tutorial that can be used in education and training courses focused on implementing FAS 133 and IAS 39. This tutorial illustrates the application of a fair value hedge of an unrecognized firm commitment to purchase an asset for a price denominated in a foreign currency. The core of the tutorial evolved when one of the authors was conducting FAS 133 training courses for one of the Big 5 accounting firms. It evolved after repeated questions from audience members regarding just what Paragraph 168 really meant in theory and in practice. 

Due to the lack of vendor software for many parts of FAS 133 implementation, firms must develop in-house accounting programs utilizing some forms of spreadsheets. It is important that students are able not only to understand the accounting technicalities and but also to devise spreadsheets to support hedge accounting. A third purpose of this tutorial is to integrate the design of an Excel spreadsheet to support such a function. 

The following section provides a description of the tutorial, discussing questions, and spreadsheet templates. Instructors can use this section as a handout to facilitate classroom discussion. Optional instructions for the spreadsheet construction are included for instructors interested in using the tutorial as a computer project. In addition, a downloadable spreadsheet containing both the solutions and student templates from the author’s website can be customized for use in the classroom. 

2. TUTORIAL

Example

On 10/01/01, USC Co., a U.S. company, issues a purchase order to a German supplier, GMI Inc., for a machine to be delivered and paid for at 03/31/02. The price is denominated in German marks (Deutsche Marks or DM) – DM10,000,000. Although USC will not make the purchase until 03/31/02, it has a firm commitment to make the purchase and to pay 10 million DM in six months. This creates a DM liability exposure to foreign exchange risk if DM appreciates over the next six months. To mitigate this uncertainty, USC wishes to fix the purchase cost in US$ by entering into a 6-month forward contract to purchase DM when the purchase order is issued to and accepted by the German supplier, GMI. The spot rate on 10/01/01 is $0.65 per DM and the forward rate is $0.66 per DM for 03/31/02 settlement. Therefore, USC enters into a forward contract on 10/01/01 with the Bank of Globe to pay US$6,600,000 in exchange for the receipt of DM10,000,000 on 03/31/02, which can then be used to pay GMI. On entering into the contract, USC neither receives nor pays a premium. Assuming the transaction meets the firm commitment criteria to record as a fair value hedge accounting, how would USC address the following questions?

Questions
1. Discuss the expected results of entering into the forward contract and prepare required journal entries on 10/01/01. Be very explicit regarding what is the hedged item and what is the hedging instrument. 

2. On 12/31/01, the spot rate has changed to $0.67 per DM and forward exchange rate for settlement on 03/31/02 is $0.69 per DM. Use Exhibits 1-3 to prepare journal entries, closing entries, and summary financial statements to show the impact of the change in exchange rates. 

3. On 03/31/02, the spot rate has changed to $0.71 per DM. Use Exhibits 1-3 to prepare journal entries to record: (1) the impact of the change in exchange rates, (2) the purchase of the new machine, (3) the settlement of the forward contract. Also, prepare summary financial statements reflecting the results of these events. 

4. Explain how Paragraph 168 has relevance in the transactions of this example. What is the reason we “exclude from its assessment of effectiveness the portion of the fair value of the forward contract attributable to the spot-forward difference (the difference between the spot exchange rate and the forward exchange rate)”?  

[Insert Exhibits 1-3]

Instructions (Optional)

Exhibit 1 in the EXCEL template has three panels. Use these panels to support your answers. The goal is to devise an automatic spreadsheet via electronically linking functions. Consequently, a change in source data should recalculate the ultimate results shown in the financial statements. Read the following instructions to complete the template. 

A. Panel One provides price information and yearly discount rates used as the source data for calculations in Panels Two and Three. 

B. Use Panel Two to determine changes in the fair value of the firm commitment. Panel Three is to determine changes in fair value of the forward contract. 

C. Exhibit 2 provides journal entries that will be posted to the financial statements. Devise formulas to link the numbers from Exhibit 1 to Exhibit 2. Also, use positive numbers for both the Debit and Credit columns but assign parentheses in the Balance column to indicate a credit balance. 

D. You may want to use PASTE LINK of the PASTE SPECIAL function in the EDIT menu so that any changes in the source cell can be reflected in the linked cell. In addition, the separate or combined use of the absolute value (ABS) function and IF function is useful in determining whether a number is a debit or a credit. 

Use the following accounts to prepare journal entries: Cash, Forward Contract, Machinery & Equipment, Firm Commitment, Retained Earnings, Loss (gain) from Forward Contract, Loss (Gain) from Firm Commitment.

E. Prepare summary financial statements by linking cells to Exhibit 3 from the Balance column of Exhibit 2. If you have followed step C using parentheses to indicate a credit balance, the notation should apply to the summary financial statements as well.

3. TEACHING NOTES

The Use of Exhibits/Tables

Solutions to the exhibits for student use are provided in the corresponding tables. The discussion related to the example will refer to Table 1 where specific amounts are computed. There is a matrix of columns (I-III; A-L), and rows in subscripts (0,1,2) where (0) is inception date, (1) is end of the first period, and (2) is end of the settlement period. The matrix is used to refer to a particular number. For example, the spot price at the inception date in the amount of $0.65 per DM referred to as cell [I0]. The decrease in the fair value of firm commitment from 12/31/01 to 03/31/02 in the amount of $600,000 is referred to as cell [B2].
 The formula at the top of each of the Columns A-L explains the calculation of the numbers in the column.
 

[Insert Table 1]

To facilitate analysis, Tables 2 and 3 present a summary of journal entries and their impact on financial statements, for the interim period 1 (12/31/01) as well as for the settlement period 2 (03/31/02). Notice that positive numbers are used for both Debit and Credit columns in Table 2. Numbers without (with) parentheses indicate a debit (credit) balance for the Balance column of Table 2 and for the entire Table 3. Entries are labeled 1-n for period 1 and 2-n for Period 2. 

[Insert Tables 2 & 3]

Questions and Discussion

This tutorial demonstrates a fair value hedge of an unrecognized firm commitment to purchase an asset for a price denominated in a foreign currency. A fair value hedge is a hedge of the exposure to changes in the fair value of a recognized asset, a liability, or an unrecognized firm commitment. Gains or losses resulting from changes in the fair value of a hedging instrument or a derivative designated as and qualified for a fair value hedge are recognized in earnings. Losses or gains resulting from changes in the fair value of the hedged item, attributable to the risk being hedged, is also included in earnings. The derivative gain or loss effectively offsets the hedged item’s loss or gain, resulting in zero impact on earnings. A difference in the offset represents the ineffectiveness of the hedge to achieve offsetting changes in value. This difference is reflected in the earnings for the current period.

Accounting a fair value hedge for an unrecognized firm commitment can further be complicated by using a forward contract to purchase foreign currency to settle the firm commitment. Major complications arise when there is hedge ineffectiveness. FAS 133 requires that hedge effectiveness be tested at least every three months (Paragraph 28b and DIG Issue E7). The remaining of the section provides suggested discussion to the questions:

Question 1: Accounting for the inception date

Discuss the expected results of entering into the forward contract and prepare required journal entries on 10/01/01. Be very explicit regarding what is the hedged item and what is the hedging instrument. 

Discussion  

USC enters into a forward contract with the Bank of Globe, expecting to receive DM10,000,000 that will be paid to the German supplier by locking in a $6,600,000 paying price on 03/31/02 for a machine valued at $6,500,000 on 10/01/01. The $100,000 difference between the $6,600,000 forward amount and the $6,500,000 spot amount is a loss that USC will incur for peace-of-mind of never paying more than $6,600,000 for the machine. In other words, using a hedging instrument or a derivative-- the forward contract, USC has hedged its fair value exposure of the unrecorded firm commitment-- the hedged item to a value fixed at $6,500,000 and expected a total loss of $100,000 when the transactions are completed on 03/31/02.
 

A derivative is a contract that derives its value based on the changes in the underlying of the contract. 
 In this example, the underlying is the forward rate of the March forward contract. A notional amount is the number of units specified in a contract. In this example, USC completely hedges the notional amount that is equal to DM10,000,000 by purchasing a forward contract from the Bank of Globe. The product of the change in the forward rates and the notional amount determines the fair value of the forward contract.

On entering into the forward contract, USC neither receives nor pays a premium so that the historical cost as well as the fair value of this derivative instrument is zero at inception. Therefore, the forward contract has a value of zero when entering into the forward contract. As economic conditions change, the forward rate diverges from the original contracted price, $0.66 per DM. The price differences lead to fluctuations of the fair value of the contract.
 Since the account “Firm Commitment” was invented in FAS 133 for purposes of fair value hedge offsets, this account is initially set at zero.
 Hence, there are no journal entries on 10/01/01 or the journal entries have zero dollar entries.

Question 2: Accounting for the interim period

On 12/31/01, the spot rate has changed to $0.67 per DM and forward exchange rate for settlement on 03/31/02 is $0.69 per DM. Prepare journal entries, closing entries, and summary financial statements to show the impact of the change in exchange rates.

Discussion

Forward Contract
FAS 133 requires all derivatives be marked-to-market. Changes in the forward rate determine the fair values of the forward contract that will be carried on the balance sheet as an asset or a liability. An increase (decrease) in the fair value of the forward contract results in a gain (loss) on the forward contract. Panel Three in Table 1 provides calculations for the forward contract.

Due to the change in the forward rate to $0.69 [II1] on 12/31/01 from $0.66 [II0] per DM on 10/01/01, the forward contract of DM10,000,000 could be exchanged for $6,600,000 [F0] on 10/01/01 becomes $6,900,000 [F1] worth on 12/31/01.
 Consequently, a gain of $0.03 per DM ($0.69 - $0.66 = $0.03) or a total of $300,000 [G1] on the forward contract has resulted during the interim period and the fair value of the derivative has increased to a $300,000 from $0. In algebraic form, the change in the fair value of the derivative can be expressed as a product of the period change in the underlying of the forward contract (i.e. the forward rate) and the notional amount (i.e. DM10,000,000): ($0.69 - $0.66) per DM x DM10,000,000 = $300,000 increase in the fair value of the forward contract as shown in G1. Converting this amount to a present value as of the settlement date, 03/31/02, at a monthly rate of 0.5% [H1] (annual rate of 6% [IV1]) for three months, the present value for the forward contract is $295,545 [J1].
 Accordingly, USC records $295,545 [K1] an increase in asset for the forward contract and a corresponding gain on the forward contract shown below:

1-1

Forward Contract


  295,545

Gain on Forward Contract


  295,545

Firm Commitment
The spot rate determines the fair value of the firm commitment. Hence, changes in the spot rates determine changes in the fair value of the firm commitment. An increase (decrease) in the fair value of the firm commitment results in a gain (loss) on the commitment. Panel Two in Table 1 provides the firm commitment calculations.

The spot rate has increased to $0.67 [I1] on 12/31/01 from $0.65 [I0] per DM on 10/01/01. Based on the exchange rate on 10/01/01, it would have cost USC US$6,500,000 [A0] to pay for the DM10,000,000 machine. Due to the increase in the spot rate on 12/31/01, the machine would cost US$6,700,000 [A1]. That is, USC would have suffered an increase in liability on the firm commitment for $0.02 per DM or $200,000 in total, while the derivative discussed previously gains value.
 Panel Two [B1] is formulated to show the supporting calculation: ($0.65 - $0.67) x 10,000,000 DM = -$200,000. Converting $200,000 to a present value as of 03/31/02 (the settlement date) at a monthly rate of 0.5% [C1] for three months, the value becomes $197,030 [D1]. While all derivatives are marked-to-market, a fair value hedge gets special accounting treatment to recognize gains or losses resulting from changes in the fair value of the hedged item (i.e. the firm commitment) attributable to the risk being hedged. The entry is recorded as follows: 

1-2

Loss on Firm Commitment

  197,030

Firm Commitment



  197,030

Net Effect

The derivative gain of $295,454 [K1] offsets the hedged item’s loss of $197,030 [E1]; hence, a net gain of $98,515 is reflected in earnings in period 1 and subsequently closed to retained earnings as shown below:  

1-3

Gain on Forward Contract

  295,545



Loss on Firm Commitment


  197,030



Retained Earnings



    98,515

Question 3: Accounting for the settlement period

On 03/31/02, the spot rate has changed to $0.71 per DM. Prepare journal entries to record: (1) the impact of the change in exchange rates, (2) the purchase of the new equipment, and (3) the settlement of the forward contract. Also, prepare summary financial statements reflecting the results of these events.

Discussion

Forward Contract
The spot rate on the settlement date, $0.71 [I2], represents the forward contract’s final settlement price. The forward contract of DM10,000,000 could be exchanged for US$6,600,000 [F0] on 10/01/01 becomes US$7,100,000 [F2] worth on 03/31/02. That is, the forward contract has $500,000 [G2] in value. It can be computed by taking the change in the underlying and multiplying it by the notional amount: ($0.71 - $0.66) x 10,000,000 = $500,000. Since it is the settlement date, there is no conversion of the time value for the $500,000 amount as shown in [J2]. After adjusting for the previously recorded $295,945 [J1] value in the forward contract, the balancing amount $204,455 [K2] will be recorded to reflect the fair value of the forward contract now valued at $500,000 [J2], and a gain on the forward contract in the settlement period. Entry 2-1 is recorded as follows:

2-1

Forward Contract


  204,455

Gain on Forward Contract


  204,455

Firm Commitment
While the forward contract value increases, the increase in the spot rate suggests that the liability on firm commitment has increased from $6,500,000 [A0] on inception to $7,100,000 [A2], or a cumulative increase of $600,000 [B2]. This $600,000 amount is the present value on the settlement date as shown in [D2]. Adjusting for the previously recognized $197,030 [D1], the remaining $402,970 [E2] is used to record an increase in liability on the firm commitment and a corresponding loss shown below: 

2-2

Loss on Firm Commitment

  402,970

Firm Commitment



  402,970

Net Effect
The derivative gain of $204,455 [K2] offsets the hedged item’s loss of $402,970 [E2]. Hence, a net loss of $198,515 is reflected in earnings in period 2 and subsequently closed to retained earnings. The entry is recorded as follows:

2-3

Gain on Forward Contract

  204,455



Loss on Firm Commitment


  402,970

Retained Earnings


  198,515

The combined effect of a $98,515 gain from the prior period and the $198,515 loss this period results in a $100,000 total loss. Of course, USC expected this locked-in outcome when the forward contract was entered into as a hedge of foreign currency risk. 

Finally, the machine is purchased and recorded at a cost of $6,500,000 and a debit is made to offset the accumulated credit balance of $600,000 to the liability on firm commitment. Had USC not entered into the forward contract, USC would have incurred cash outflow of US$7,100,000 based on the spot rate of the purchase dated as recorded in the entry below:

2-4

Machinery and equipment

6,500,000

Firm commitment


   600,000

Cash





7,100,000

Fortunately, USC entered into a forward contract and now receives $500,000 [i.e. ($0.71-$0.66) x DM10,000,000] from the Bank of Globe to settle the forward contract. USC then closes out the accumulated debit balance from the forward contract account in the following entry: 

2-5

Cash




  500,000

Forward Contract



  500,000

As a result of combining the effects of the entries 2-4 and 2-5, USC incurs a total cash outflow of $6,600,000 at the forward rate locked in on the inception date, records the machine of $65,000,000 based on the spot rate on the inception date, and results in a total loss of $100,000 over time. The results are exactly as expected when the forward contract was entered into.

Question 4: Accounting for the effectiveness

Explain how Paragraph 168 has relevance in the transactions of this example. What is the reason we “exclude from its assessment of effectiveness the portion of the fair value of the forward contract attributable to the spot-forward difference (the difference between the spot exchange rate and the forward exchange rate?”  

Discussion

Although this example does not deal with options, consider a long position call option
 acquired at time 0 to purchase one million bushels of corn at some future time T for a strike price of $2.40 per bushel, while the spot price is $2.20 at time 0. The value of the option at time 0 point of purchase is entirely dependent upon “time value” since the option is out of the money and has no “intrinsic value” at time 0. If T=1 day to expiration, such that spot price of the corn must move above the $2.40 strike price in less than one day for the option to go into the money, the value of the option will probably be very, very miniscule at time 0. On the other hand, if T=365 days to expiration, the option is quite valuable, because the option holder has one year for the spot price of corn to move above the option’s $2.40 strike price. 

As long as the spot price is less than the strike price, a call option has value only if there is time remaining for it to “come into the money” where the spot price rises above the call option’s strike price. After the spot price exceeds the strike price, the call option’s value is comprised of both time value (for the time remaining prior to expiration) and intrinsic value (based on the discounted amount that the spot price exceeds the strike price). The time value portion shrinks to zero as the time approaches the expiration date. However, time value need not steadily shrink in value between the date of purchase and the date of expiration. Market expectations may make the time value increase or decrease over the interim periods until it eventually collapses to zero on the date of expiration. However, time value tends to decline over time.

It is very important to note that an option is most likely highly ineffective as a hedge if its value is based only on time value. The option’s value at the time it is purchased is entirely time value since it is not in the money at that time. Since time value tends to decline between the date of purchase and the date of expiration, option holders most likely lose money unless the option goes into the money before expiration. Accordingly, the FASB reasoned that the changing time value of an option cannot serve as a fair value hedge. Changes in time value are speculations that must be written off each period to current earnings. Only changes in the intrinsic value can be charged against changes in value of the hedged item in a fair value hedge.

The FASB also reasoned that time value of a forward contract derivative financial instrument is all speculation value rather than hedging value. For example, see Paragraph 162 of FAS 133. In a fair value hedge, any change in the derivative’s time value must be charged to current earnings and cannot be offset by a change in the hedged item’s value. The reason is that changes in the value of the hedged item are real changes in value whereas changes in time value of a hedging contract is really “pie in the sky.” The “pie on the table” arises from intrinsic value apart from time value.

In the example at hand, the calculation of time value and intrinsic value is shown below for the forward contract:

	
	Forward
	Spot
	Rate
	Notional
	Total
	Present

	Period
	Rate
	Rate
	Difference
	Amount
	Difference
	Value

	12/31/01
	$0.69 
	$0.67 
	$0.02 
	10,000,000 DM
	$200,000
	$197,030

	10/01/01
	$0.66 
	$0.65 
	
	
	
	

	Change
	$0.03 
	$0.02 
	$0.01 
	10,000,000 DM
	$100,000
	$98,515

	
	
	
	
	
	Total value =
	$295,545 


The $295,545 total value of the forward contract in [J1] can be partitioned into a $197,030 ending intrinsic value and a $98,515 time value. The ending intrinsic value is based upon the $0.02 difference between the ending $0.69 forward rate and the ending $0.67 spot rate on 12/31/01.  The ending time value is based upon the $0.01 difference arising from a $0.03 increase in the forward rate less a $0.02 increase in the spot rate during the interim period.

Under the Paragraph 168 rule in FAS 133, only the $197,030 intrinsic value can be used to offset changes in the value of the hedged item. The $98,515 change in time value is considered a speculation gain that is credited to current earnings as shown in entries 1-1~1-3. Similarly, there is a $100,000 loss the time value difference in the settlement period. Although both amounts are included in the period incurred, they are excluded in effectiveness assessment of the hedging relationship.
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� Although one does not need to refer to the reference cells when reading the text, they are mentioned in the text to provide a cross reference between text and tables.


� Example: Formula Bt = (A0 - At). Therefore, B2 = (A0 – A2) = $6,500,000 – $7,100,000 = -$600,000.


� If the hedged item is inventory, one needs to consider the implication of Lower of Cost or Market value (LCM). That is, if the spot rate on the settlement date is lower than the that of inception date, the inventory will be valued at the market value which is the spot rate on the settlement date and a foreign exchange loss on the firm commitment is incurred. 


� An underlying of a derivative may be a specified interest rate, commodity price, index of prices or rates, or other economic variable from which the value of the derivative is derived. An underlying may be a price or rate of an asset or liability but it is not the asset or liability itself (Paragraph 7, FAS 133).


� For this reason, the FASB believes that the historical cost model is uninformative for derivatives and decided that all derivatives should be included in the balance sheet at fair market value.


� Under current GAAP, a firm commitment is not recorded because the contract is “executory” in nature; that is neither party has fulfilled its part of the contract. However, if material, such contract details should be disclosed in the buyer’s balance sheet in a note (APB 4, paragraph 181). In need of some account to offset value changes in the derivative that qualifies as a fair value hedge of an unrecognized firm commitment, the account “Firm Commitment” was invented in FAS 133 for purposes of fair value hedge offsets. 


� Alternatively, the resultant gain can be explained as follows. Had USC settled the forward contract by delivering DM 10 million to the Bank of Globe, it would have cost USC $6,900,000 on 12/31/01. Fortunately, by locking in to the forward contract, it would only cost USC $6,600,000. 


� The formula to calculate the present value in Excel is PV(0.5%,3,0,$300,000).


� Notice that the spot rates are positively correlated with the forward rates. When a hedger holds opposing positions, the gain in the spot position is offset by the loss in the forward position, and vice versa. As a result, the value of the firm commitment [Column B] is based on the beginning spot rate minus the current spot rate. Whereas, the fair value of the forward contract [Column G] is based on the current forward rate minus the beginning forward rate. 


� Bob Jensen's FAS 133, FAS 138, and IAS 39 Glossary website provides a detailed discussion of common terms used for derivatives is available at �HYPERLINK "http://www.trinity.edu/rjensen/acct5341/speakers/133glosf.htm"��http://www.trinity.edu/rjensen/acct5341/speakers/133glosf.htm�. Summary of Derivatives Types published by FASB provides examples for common types of derivative instruments and related concepts at �HYPERLINK "http://www.rutgers.edu/Accounting/raw/fasb/derivsum.exe"��http://www.rutgers.edu/Accounting/raw/fasb/derivsum.exe�.
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