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Appendix 2 – Financial instrument disclosures when
applying Interest Rate Benchmark Reform –
Phase 1 amendments to IFRS 9 and IAS 39 and Phase 2
amendments to IFRS 9, IAS 39, IFRS 4 and IFRS 16.
Introduction
The model financial statements of International GAAP Holdings Limited and its subsidiaries (the Group) illustrate the impact of the
application of the amendments to IFRS Standards that were issued on or before 31 July 2020 and are mandatorily effective for the annual
period beginning on 1 January 2020.
The Interest Rate Benchmark Reform amendments to IFRS 9 and IAS 39 were issued in two phases and both introduced new disclosures
to IFRS 7. Phase 2 of the Interest Rate Benchmark Reform amendments also introduced changes to IFRS 4 and IFRS 16, which are also
accompanied by additional disclosure requirements in IFRS 7.
The Phase 1 amendments provide temporary exceptions for specific hedge accounting requirements impacted by uncertainties arising
from the reform before an existing interest rate benchmark (IBOR) is replaced with an alternative benchmark interest rate (also referred
to as ‘risk free rates’ or RFRs). These amendments apply to annual reporting periods beginning on or after 1 January 2020, with earlier
application permitted. Many entities chose to apply these amendments early to allow their current hedging relationships affected by
uncertainties from the interest rate benchmark reform to continue.
The Phase 2 amendments relate to issues that could affect financial reporting when an IBOR is replaced with an alternative benchmark
interest rate. The amendments are relevant for many entities and in particular those with financial assets, financial liabilities or lease
liabilities that are subject to the interest rate benchmark reform and those that apply the hedge accounting requirements in IFRS 9 or
IAS 39 to hedging relationships that are affected by the reform.
The Phase 2 amendments apply to annual reporting periods beginning on or after 1 January 2021, with early application permitted
(subject to local endorsement requirements). Similar to the Phase 1 amendments, it is expected that entities will choose to apply the
amendments early if they have started to transition contracts to alternative benchmark interest rates.
The Phase 2 amendments require the IFRS 7 disclosures to be applied when an entity applies the amendments to IFRS 9, IAS 39, IFRS 4
and IFRS 16. However, in the absence of early application of the amendments an entity may consider including the disclosures as they
provide users with insight into the magnitude of, and risks arising from, the reform on the entity and the progress it is making towards
completing its transition to RFRs.
This appendix illustrates the additional disclosures required for the Group if it adopts the Phase 2 amendments in the period commencing
1 January 2020, in advance of its effective date.
Implications of adopting Phase 1 amendments to IFRS 9 and IAS 39 and Phase 2 amendments to IFRS 9, IAS 39, IFRS 4 and
IFRS 16.
The amendments to IFRS 7 introduce disclosure requirements for an entity that applies Phase 1 and/or Phase 2 of the interest rate
benchmark reform amendments to IFRS 9, IAS 39, IFRS 4 and IFRS 16.
The disclosure requirements for the interest rate benchmark reform were issued in two phases. For annual reporting periods beginning
on or after 1 January 2021, the disclosure requirements from both phases, which are outlined below, will be effective. Entities with hedging
relationships affected by the interest rate benchmark reform will need to determine which requirements are applicable and to what
extent. This is because the Phase 1 disclosures only apply if the temporary hedge accounting exceptions introduced in IFRS 9 and IAS 39
under Phase 1 are applied in the reporting periods presented. For example, an entity with a single hedging relationship with a LIBOR
linked hedged item and/or hedging instrument that is subject to uncertainty of timing and amount of cash flows due to the reform will be
required to apply the Phase 1 amendments to IFRS 9 or IAS 39 and therefore will also be required to apply the Phase 1 IFRS 7 disclosures.
On application of the Phase 2 amendments to IFRS 9, IAS 39, IFRS 4 or IFRS 16, which are mandatory for periods beginning on or after
1 January 2021, the Phase 2 IFRS 7 disclosures will also become applicable (i.e. both Phase 1 and Phase 2 IFRS 7 disclosures could apply).
Once the Phase 1 amendments no longer apply (e.g. because all hedging instruments and/or hedged items are modified to reference an
alternative benchmark rate) the Phase 1 disclosures will also no longer apply. To avoid the loss of information there are some similarities
between the disclosure requirements of Phase 1 and Phase 2.
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The Phase 2 disclosures require information about the entity’s transition to alternative benchmark rates until the transition is complete
for all financial instruments subject to the interest rate benchmark reform and not only those in hedging relationships. They are therefore
broader than the Phase 1 disclosures.
Phase 1 disclosures
Paragraph 24H was added to IFRS 7 and requires that for hedging relationships that are subject to the exceptions introduced by the
Phase 1 amendments an entity discloses:
(a) The significant interest rate benchmarks to which the entity’s hedging relationships are exposed
(b) The extent of the risk exposure the entity manages that is directly affected by the interest rate benchmark reform
(c) How the entity is managing the process to transition to alternative benchmark rates
(d)	A description of significant assumptions or judgements the entity made in applying these paragraphs (e.g. assumptions or judgements
about when the uncertainty arising from interest rate benchmark reform is no longer present with respect to the timing and the
amount of the interest rate benchmark-based cash flows)
(e) The nominal amount of the hedging instruments in those hedging relationships
Phase 2 disclosures
The disclosure requirements in paragraphs 24I and 24J were added to IFRS 7 and require that an entity that applies the Phase 2
amendments discloses:
(a)	The nature and extent of risks to which the entity is exposed arising from financial instruments subject to interest rate benchmark
reform, and how the entity manages these risks
(b) The entity’s progress in completing the transition to alternative benchmark rates, and how the entity is managing the transition
IFRS 7:24J explains that this can be achieved by disclosing:
(a)	How the entity is managing the transition to alternative benchmark rates, its progress at the reporting date and the risks to which it is
exposed arising from financial instruments because of the transition
(b)	Disaggregated by significant interest rate benchmark subject to interest rate benchmark reform, quantitative information about
financial instruments that have yet to transition to an alternative benchmark rate as at the end of the reporting period, showing
separately:
(i) Non-derivative financial assets
(ii) Non-derivative financial liabilities
(iii) Derivatives
(c)	If the risks identified in paragraph 24J(a) have resulted in changes to an entity’s risk management strategy (see paragraph 22A), a
description of these changes
As explained in the Basis for Conclusions to the amendments to IFRS 7, the quantitative information required by 24J(b) may be provided in
different ways including disclosure of:
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(a) The carrying amounts of non-derivative financial assets and financial liabilities and the nominal amount of derivatives
(b)	The amounts related to recognised financial instruments (e.g. the contractual par amount of non-derivative financial assets and
financial liabilities, and nominal amounts of derivatives)
(c)	the amounts provided internally to key management personnel of the entity about these financial instruments (as defined in IAS 24),
e.g. the entity’s board of directors or chief executive officer
Paragraph 44DF for Phase 1 and 44HH for Phase 2 were also added to IFRS 7 to exempt entities from applying IAS 8:28(f). The absence
of an exemption would have required entities to disclose in the first year of application the amount of the adjustment to each financial
statement line item and earnings per share.
Restatement of prior periods when the amendments are applied is not required, however, an entity may restate prior periods if, and only
if, it is possible without the use of hindsight.
Illustrative Examples
Key assumptions used in the preparation of this appendix
• This appendix does not include a full set of financial statements; only extracts of the adoption of amendments and the financial
instruments notes are included.
• The financial statements of the Group are presented in Currency Units (CU), which is the currency of the primary economic environment
in which the Group operates.
• The appendix disclosures are designed to show how an entity could disclose the new requirements in IFRS 7 if it applies both the
Phase 1 and Phase 2 amendments. They do not include financial instruments disclosures required other than those introduced by the
amendments to IFRS 7. The interest rate benchmark reform may impact other disclosures, for example, IFRS 7:22A requires an entity to
disclose its risk management strategy and IAS 1:122 requires disclosure of the judgements that management has made in the process of
applying the entity’s accounting policies that have the most significant effect on the amounts recognised in the financial statements.
• The appendix illustrates both the hedge accounting requirements in IFRS 9 and IAS 39, for those entities that continue to apply the
IAS 39 hedge accounting requirements as an accounting policy choice.
• The illustrative examples are not intended to be exhaustive or to represent the only way in which the information may be presented.
For example, depending on the volume of instruments, the quantitative disclosures may be presented on a more aggregated basis.
Therefore application of the disclosure requirements will differ depending on an entity’s particular facts and circumstances.
2. Adoption of new and revised standards—Extract
Impact of the initial application of Interest Rate Benchmark Reform Phase 2 amendments to IFRS 9, IAS 39, IFRS 4 and IFRS 16.
In the prior year the Group early adopted the Phase 1 amendments Interest Rate Benchmark Reform—Amendments to IFRS 9/IAS 39 and
IFRS 7. These amendments modify specific hedge accounting requirements to allow hedge accounting to continue for affected hedges
during the period of uncertainty before the hedged items or hedging instruments are amended as a result of the interest rate benchmark
reform.
In the current year, the Group has chosen to early adopt the Phase 2 amendments Interest Rate Benchmark Reform—Amendments to
IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 which was issued in August 2020. These amendments are mandatory for annual reporting periods
beginning on or after 1 January 2021. Adopting these amendments early enables the Group to reflect the effects of transitioning from
interbank offered rates (IBOR) to alternative benchmark interest rates (also referred to as ‘risk free rates’ or RFRs) without giving rise to
accounting impacts that would not provide useful information to users of financial statements. The Group has not restated the prior
period. Instead, the amendments have been applied retrospectively with any adjustments recognised in the appropriate components of
equity as at 1 January 2020.
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Both the Phase 1 and Phase 2 amendments are relevant to the Group because it applies hedge accounting to its interest rate benchmark
exposures, and in the current period modifications in response to the reform have been made to some (but not all) of the Group’s
derivative and non-derivative financial instruments that mature post 2021 (the date by which the reform is expected to be implemented).
Details of the derivative and non-derivative financial instruments affected by the interest rate benchmark reform together with a summary
of the actions taken by the Group to manage the risks relating to the reform and the accounting impact, including the impact on hedge
accounting relationships, appear in Note 63 Financial Instruments.
The amendments are relevant for the following types of hedging relationships and financial instruments of the Group, all of which extend
beyond 2021, the date by which the reform is expected to be implemented by:
• Fair value hedges where IBOR-linked derivatives are designated as a fair value hedge of fixed rate debt in respect of the IBOR risk
component (in GBP and USD)
• Cash flow hedges where IBOR-linked derivatives are designated as a cash flow hedge of IBOR-linked cash flows (in USD and JPY)
• Net investment hedge where an IBOR-linked derivative hedges the foreign currency risk of its net investment in Japanese foreign
operations
• Loans to joint ventures, bank borrowings and lease liabilities which reference IBORs and are subject to the interest rate benchmark
reform
The application of the amendments impacts the Group’s accounting in the following ways:
• The Group has issued sterling-denominated and US dollar-denominated fixed rate debt which it fair value hedges using sterling fixed
to GBP LIBOR and US dollar fixed to USD LIBOR interest rate swaps. The amendments permit continuation of hedge accounting even
if in the future the hedged benchmark interest rate, GBP LIBOR and USD LIBOR, may no longer be separately identifiable and there is
uncertainty about the replacement of the floating interest rates included in the interest rate swaps. However, this relief does not extend
to the requirement that the designated interest rate risk component must continue to be reliably measureable. If the risk component is
no longer reliably measureable, the hedging relationship will be discontinued.
• The Group has floating rate debt, linked to USD LIBOR (issued bond) and JPY LIBOR (bank loan), which it cash flow hedges using interest
rate swaps and cross-currency interest rate swaps. The amendments permit continuation of hedge accounting even though there is
uncertainty about the timing and amount of the hedged cash flows due to the interest rate benchmark reform and there is uncertainty
about the replacement of the floating interest rate included in the interest rate swaps.
• The Group uses cross-currency interest rate swaps to hedge the foreign currency risk in its net investment in Japanese foreign
operations. The amendments permit continuation of hedge accounting even though there is uncertainty about the replacement of the
floating interest rates included in its cross-currency interest rate swaps.
• The Group will retain the cumulative gain or loss in the cash flow hedge reserve for designated cash flow hedges that are subject to
interest rate benchmark reform even though there is uncertainty arising from the interest rate benchmark reform with respect to
the timing and amount of the cash flows of the hedged items. Should the Group consider the hedged future cash flows are no longer
expected to occur due to reasons other than interest rate benchmark reform, the cumulative gain or loss will be immediately reclassified
to profit or loss.
For those entities that apply the hedge accounting requirements in IAS 39, the following paragraph would be relevant.
• The Group will not discontinue hedge accounting should the retrospective assessment of hedge effectiveness fall outside the 80-125
per cent range and the hedging relationship is subject to interest rate benchmark reform. For those hedging relationships that are not
subject to the interest rate benchmark reform the entity continues to cease hedge accounting if retrospective effectiveness is outside
the 80-125 per cent range.

5

International GAAP Holdings Limited 

The Group will continue to apply the Phase 1 amendments to IFRS 9/IAS 39 until the uncertainty arising from the interest rate benchmark
reform with respect to the timing and the amount of the underlying cash flows to which the Group is exposed ends. The Group expects
this uncertainty will continue until the Group’s contracts that reference IBORs are amended to specify the date on which the interest rate
benchmark will be replaced and the basis for the cash flows of the alternative benchmark rate are determined including any fixed spread.
As a result of the Phase 2 amendments:
• When the contractual terms of the Group’s loans to joint ventures and bank borrowings are amended as a direct consequence of the
interest rate benchmark reform and the new basis for determining the contractual cash flows is economically equivalent to the basis
immediately preceding the change, the Group changes the basis for determining the contractual cash flows prospectively by revising the
effective interest rate. If additional changes are made, which are not directly related to the reform, the applicable requirements of IFRS 9
are applied to the other amendments.
• When a lease is modified as a direct consequence of the interest rate benchmark reform and the new basis for determining the lease
payments is economically equivalent to the previous basis, the Group remeasures the lease liability to reflect the revised lease payments
discounted using a revised discount rate that reflects the change in the basis for determining the contractual cash flows.
• When changes are made to the hedging instruments, hedged item and hedged risk as a result of the interest rate benchmark reform, the
Group updates the hedge documentation without discontinuing the hedging relationship.
• For the Group’s cash flow hedges, if the hedged item is modified due to the interest rate benchmark reform, the cumulative gain or loss
in the cash flow hedge reserve for designated cash flow hedges is deemed to be based on the alternative benchmark rate.
• For the Group’s fair value hedges of a non-contractually specified benchmark component of interest rate risk, on transition to the
alternative benchmark rate, if that risk rate is not separately identifiable at the date of designation, it will be deemed to have met the
separately identifiable requirement at that date, if the Group reasonably expects the term specific interest rate component will be
separately identifiable within a period of 24 months from the date the alternative benchmark rate is first designated, regardless of the
term for which the risk is designated in that hedge. The 24-month period applies on a rate-by-rate basis.
Note 63 provides the required disclosures related to this amendment.
63. Financial Instruments—Extract
The Group is exposed to the following interest rate benchmarks within its hedge accounting relationships, which are subject to interest
rate benchmark reform: GBP LIBOR, USD LIBOR and JPY LIBOR (collectively ‘IBORs’). The exposures arise on derivatives and non-derivative
financial assets and liabilities (e.g. debt and leases).
As listed in note [X], the Group has cash flow, fair value and net investment hedge relationships affected by the interest rate benchmark
reform. Hedged items in these hedges include issued GBP and USD fixed rate debt and issued USD and JPY LIBOR floating rate debt.
Hedging instruments include IBOR-based interest rate swaps and a JPY LIBOR-linked cross-currency swap. The Group also has loans to
joint ventures, bank borrowings and lease liabilities linked to GBP LIBOR, which are not designated in hedging relationships.
The Group has closely monitored the market and the output from the various industry working groups managing the transition to new
benchmark interest rates. This includes announcements made by IBOR regulators (including the Financial Conduct Authority (FCA) and the
US Commodity Futures Trading Commission) regarding the transition from IBOR (including GBP LIBOR, USD LIBOR and JPY LIBOR) to the
Sterling Overnight Index Average rate (SONIA), the Secured Overnight Financing Rate (SOFR), and the Tokyo Overnight Average rate (TONA)
respectively. The FCA has made clear that, at the end of 2021, it will no longer seek to persuade, or compel, banks to submit to IBOR.
In response to the announcements, the Group has in place an interest rate benchmark transition programme comprised of the following
work streams: risk management, tax, treasury, legal, accounting and systems. The programme is under the governance of the Chief
Financial Officer who reports to the Board.
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Risks arising from the interest rate benchmark reform
The following are the key risks for the Group arising from the transition:
• Interest rate basis risk: There are two elements to this risk as outlined below:
– If the bilateral negotiations with the Group’s counterparties are not successfully concluded before the cessation of IBORs, there are
significant uncertainties with regard to the interest rate that would apply. This gives rise to additional interest rate risk that was not
anticipated when the contracts were entered into and is not captured by our interest rate risk management strategy. For example, in
some cases the fallback clauses in IBOR loan contracts may result in the interest rate becoming fixed for the remaining term at the last
IBOR quote. The Group is working closely with all counterparties to avoid this from occurring, however if this does arise, the Group’s
interest rate risk management policy will apply as normal and may result in closing out or entering into new interest rate swaps to
maintain the mix of floating rate and fixed rate debt.
– Interest rate risk basis may arise if a non-derivative instrument and the derivative instrument held to manage the interest risk on the
non-derivative instrument transition to alternative benchmark rates at different times. This risk may also arise where back-to-back
derivatives transition at different times. The Group will monitor this risk against its risk management policy which has been updated to
allow for temporary mismatches of up to 12 months and transact additional basis interest rate swaps if required.
• Liquidity risk: There are fundamental differences between IBORs and the various alternative benchmark rates which the Group will
be adopting. IBORs are forward-looking term rates published for a period (e.g. 3 months) at the beginning of that period and include
an inter-bank credit spread, whereas alternative benchmark rates are typically risk free overnight rates published at the end of the
overnight period with no embedded credit spread. These differences will result in additional uncertainty regarding floating rate interest
payments which will require additional liquidity management. The Group’s liquidity risk management policy has been updated to ensure
sufficient liquid resources to accommodate unexpected increases in overnight rates.
• Accounting: If transition to alternative benchmark rates for certain contracts is finalised in a manner that does not permit the
application of the reliefs introduced in the Phase 2 amendments, this could lead to discontinuation of hedge accounting relationships,
increased volatility in profit or loss if re-designated hedges are not fully effective and volatility in the profit or loss if non-derivative
financial instruments are modified or derecognised. The Group is aiming to agree changes to contracts that would allow IFRS 9 reliefs
to apply. In particular, the Group is not seeking to novate derivatives or close out derivatives and enter into new on-market derivatives
where derivatives have been designated in hedging relationships.
• Litigation risk: If no agreement is reached to implement the interest rate benchmark reform on existing contracts (e.g. arising from
differing interpretation of existing fallback terms), there is a risk of prolonged disputes with counterparties which could give rise to
additional legal and other costs. The Group is working closely with all counterparties to avoid this from occurring.
• Operational risk: Our current treasury management system is undergoing upgrades to fully manage the transition to alternative
benchmark rates and there is a risk that such upgrades are not fully functional in time, resulting in additional manual procedures which
give rise to operational risks. The Group is working closely with its system provider to ensure the relevant updates are made in good
time and the Group has plans in place for alternative manual procedures with relevant controls to address any potential delay.
Progress towards implementation of alternative benchmark interest rates
All newly transacted floating rate financial assets and liabilities are linked to an alternative benchmark rate, such as SONIA or SOFR or if,
linked to IBOR, include detailed fallback clauses clearly referencing the alternative benchmark rate and the trigger event on which the
clause is activated.
The Group has a risk management policy of maintaining an appropriate mix between fixed and floating rate borrowings. However, due to
the lack of liquidity in the SONIA and SOFR markets, the Group is temporarily increasing the amount of fixed rate debt it carries by either
issuing fixed rate debt or entering into interest rate swap contracts.
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None of the Group’s GBP LIBOR, USD LIBOR and JPY LIBOR legacy contracts include adequate and robust fallback clauses for a cessation
of the referenced benchmark interest rate. Various working groups in the industry are working on fallback provisions for different
instruments and IBORs, which the Group is monitoring closely. The Group is planning to transition the majority of its IBOR-linked contracts
to risk free rates through introduction of, or amendments to, fallback clauses into the contracts which will change the basis for determining
the interest cash flows from IBOR to RFR at an agreed point in time. Some of these fallback provisions have been incorporated into
contracts during 2020 but the majority are expected to be implemented during 2021.
Interest rate benchmark transition for non-derivative financial liabilities
Of the £168m IBOR-linked non-derivative financial liabilities, the Group transitioned its £100m bank borrowings to SONIA and negotiated
fallback clauses for $20m (£15m) in the last quarter of the financial year.
The £100m bank borrowings that transitioned to SONIA had an additional fixed spread added of [x]bps. No other terms were amended
as part of the transition. The Group accounted for the change to SONIA using the practical expedient introduced by the Phase 2
amendments, which allows the Group to change the basis for determining the contractual cash flows prospectively by revising the
effective interest rate.
For both the $10m USD LIBOR issued bonds (maturing in 2024 and 2025), during the year, the Group and the bondholders agreed fallback
clauses to transition from USD LIBOR to the Secured Overnight Financing Rate (SOFR).
For the Group’s ¥400m debt linked to JPY LIBOR, discussions are underway with the counterparties to include fallback clauses in H1 2021.
The Group has not yet agreed changes with the landlords to its leases but these are expected in H2 2021.
Non-derivative financial instrument
prior to transition

Maturing in

Nominal
currency
(m)

Total
Hedge accounting
Nominal
(£m)

Transition progress
for non-derivative
financial instruments

Two US$10m USD LIBOR issued bonds

2024/2025

US$20

15

Designated in cash
flow hedge (see
below)

Fallback clauses
negotiated with bond
holders

Japanese yen denominated JPY LIBOR bank 2023
borrowings

¥400

3

Designated in cash
flow hedge (see
below)

Discussions begun
with aim to finalise in
H1 2021

Bank borrowings linked to GBP LIBOR

2026

£100

100

Transitioned to SONIA

Lease liabilities linked to GBP LIBOR

2025

£50

50

Expected to transition
in H2 2021

Total floating rate non-derivative
liabilities

168

Amounts subject to the interest rate
benchmark reform

53
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Interest rate benchmark transition for non-derivative financial assets
The Group has not yet agreed changes to its loans to joint ventures but these are expected in H2 2021.
Non-derivative financial instrument
prior to transition

Maturing in

Nominal
currency
(m)

Total
Hedge accounting
Nominal
(£m)

Transition progress
for non-derivative
financial instruments

Loans to joint ventures linked to GBP
LIBOR

2026

£50

50

Expected to transition
in H2 2021

Total floating rate non-derivative assets

50

Amounts subject to the interest rate
benchmark reform

50

N/A

Interest rate benchmark transition for derivatives and hedge relationships
The Group has in issue £40m of sterling denominated fixed rate debt which was in a fair value hedge of GBP LIBOR using a fixed to GBP
LIBOR interest rate swap contract. During the third quarter of 2020 the Group entered into an equal but offsetting derivative against the
original derivative and a new off-market derivative based on SONIA + fixed spread on the same terms as the original derivative (i.e. the
fair value on day one of the new SONIA derivative was the same as the original GBP LIBOR derivative). This change was done as a direct
consequence of the reform and on an economically equivalent basis. The Group changed the hedge documentation to include the new
derivatives and amended the designated hedged risk to “changes in the fair value of the fixed rate debt resulting from changes in SONIA”.
The hedge relationship was not discontinued. These were the first SONIA interest rate swaps that the Group designated in a fair value
hedge accounting relationship. At the date they were designated, and at the reporting date thereafter, the Group expects that SONIA with
a term out to 2025 will be a separately identifiable risk component within 24 months of the date of designation.
For fair value hedges which have not yet transitioned to alternative risk free rates, the Phase 1 amendments permit continuation of
hedge accounting even if in the future the hedged benchmark interest rate, GBP LIBOR and/or USD LIBOR, is no longer considered to be
separately identifiable.
This relief does not extend to the requirement that the designated interest rate risk component continues to be reliably measureable and
if the risk component is no longer reliably measureable, the hedging relationship is discontinued. The Group has determined that GBP
LIBOR and USD LIBOR interest rate risk components continue to be reliably measurable.
For all of the Group’s derivatives that reference IBOR, the International Swaps and Derivatives Association’s (ISDA) fallback clauses were
made available at the end of 2020 and the Group has signed up to the protocol, along with each of the Group’s counterparties. This
ensures all legacy trades will, on cessation of IBOR, follow the fallback clause provided in the protocol.
Below are details of the hedging instruments and the related hedged items that have been or will be subject to transition to alternative
benchmark interest rates, by hedge type. The terms of the hedged items listed match those of the corresponding hedging instruments.
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Hedge
type

Instrument type
prior to transition

Maturing in

Nominal in Total
currency
Nominal
(m)
(£m)

Hedged item

Fair value
hedges

Pay 3-month GBP
LIBOR, receive sterling
fixed interest rate
swaps

2023

£10

10

GBP fixed rate issued
To transition
debt of same par amount derivatives via ISDA
and maturity of the swap protocol

Pay 3-month GBP
LIBOR, receive sterling
fixed interest rate
swaps

2024

£20

20

GBP fixed rate issued
To transition
debt of same par amount derivatives via ISDA
and maturity of the swap protocol

Pay 6-month GBP
LIBOR, receive sterling
fixed interest rate
swaps

2025

£40

40

GBP fixed rate issued
Interest rate swap
debt of same par amount has been offset by an
and maturity of the swap equal and opposite
derivative and a new
SONIA derivative has
been transacted.

Pay 3-month USD
LIBOR, receive USD
fixed interest rate
swaps

2026

US$50

37.5

USD fixed rate issued
To transition
debt of the same maturity derivatives via ISDA
and nominal of the swap protocol

Receive 3-month USD
2024
LIBOR, pay US dollar
fixed interest rate swap

US$10

7.5

USD LIBOR issued bond
of the same maturity and
nominal of the swap

To transition
derivatives via ISDA
protocol

Receive 3-month USD
2025
LIBOR, pay US dollar
fixed interest rate swap

US$10

7.5

USD LIBOR issued bond
of the same maturity and
nominal of the swap

To transition
derivatives via ISDA
protocol

Receive 3-months USD
LIBOR, pay sterling
fixed cross-currency
swap

2025

US$20 / £15 15

USD LIBOR issued bond
of the same maturity and
nominal as the receive
leg of the cross-currency
swap

To transition
derivatives via ISDA
protocol

Receive 1-month JPY
LIBOR, pay Japanese
yen fixed interest rate
swap

2023

¥400

Japanese yen
denominated JPY LIBOR
bank borrowings of
the same maturity and
nominal of the swap

To transition
derivatives via ISDA
protocol

¥7,000m net investment
in Japanese foreign
operation

To transition
derivatives via ISDA
protocol

Cash flow
hedges

Net
investment
hedge

Pay 1-month JPY LIBOR, 2025
receive 1-month GBP
LIBOR cross-currency
interest rate swap

3

¥7,000 /£50 50

Total derivative nominal

190.5

Total derivative nominal transitioned to
alternative benchmark rates

40.0

Total derivative nominal subject to the interest
rate benchmark reform

150.5
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As stated in Note [X] the Group will continue to apply the Phase 1 amendments to IFRS 9/ IAS 39 until the uncertainty arising from the
interest rate benchmark reform with respect to the timing and the amount of the underlying cash flows that the Group is exposed to ends.
The Group expects this uncertainty will continue until the Group’s contracts that reference IBORs are amended to specify the date on
which the interest rate benchmark will be replaced, the basis for the cash flows of the alternative benchmark rate are determined including
any fixed spread.
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