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YIDHNY NININ IMNRD 7D IDINN L, TORNIVA 7IND NIVNI ,AN M INPY Nav 7Oom
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D90 .GARP I701 NIV ION MNMNM 271INI DOPIAN Y MPION TPV 7Y WAPIV (RAP)
(1989) Welsch & Zlatkovich HVW DI9D1 .NUDY MO0 MONMNN PN OIXPI LD YV
.DINN GRAP YD HY NP NINON {1 ,272-275 'y

.DM?P2 O T7INN NN RAP YYD YN GAAP HYI NN VI DININ DIPYDI
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: DIN2N OININN
NPTRY NPHIDON MM NN NVDYN NN TN NI IDIND YN 7PXNn Payn” (1)

SONN DAPNYY PINNN MYaNn

18
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NYATIV NID 110D 12N AWNN NN NPV ST DININN TN D WHTH ,NTPON MNPOY
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20D NPOWN 2AWNN NOV Y2IP MMINYN PIPY TIN NINSIND DX NYY NPDWN NN P99
77000 NPOWN aWNN BEITE 89-2' % Yy NNT OY .MNTI-ND VINYX Y931 NDINN 19N XN
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“Measuring Loss Accruals by Transferors for Transfers of Receivables with Recourse”
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DTN SV Y DDDN ,MINDL INY DNIXIN DPNY DI0N N HY MNTY PYY PONIUN
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D32 X200 MIPAN MNXNNN N 37NINT DPIIN DY MPPON NMIYY MY WP RAP MININ
MNINN NN DY DODIN GARP Y9 Yy 17PN 17919 DININN NIV 295 . TPMPPS APNIN
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DMNPNNN DIRNAVN DD MNYAY D) X2 71271 ,INNAN?Y YN MTN2 DOPNYM DTNV PID

(2 N9DY) NITIIN NINNAYND NIPNN

(Financial Reporting Standard ) FRS -5 nyT "Y) MHYIN2 O0NO 1994 Tonna
DYDD) NPT NONYD WXT N TN MNnY ONNNI MINPOY Yy MT Y Nw»a pown
:NUA POWN IYTN NP .AMa»nnm

NONS AN Pa oYM , "Reporting the Substance of Transactions”
192101 77902 TIINND MISN DY NPIIYAX VIOV INNND MXNDN
WY MNNINN PPN OY DWW - (a separate presentation)  ”NTI9) M’ (1)

NPNANND POINN DAPNN D1IApNn Sy 0D
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22pnNn HOP PXNN PAYNY DDA - (a linked presentation) ’NNYP MSH”  (2)
.DYDIIN TN NNUNA NINNDNN PINN INNAND AN PINN

1IN INKD MIAPNNN IN DI PINY PX - (derecognition) 7NIONON7  (3)

TNPY DIPMYNYNN DMNIPON HWI NPMYNYNN NPYIYIN MNINN YV MIayn FRS -5 9 oxNNa
DRV PYNHN POXNN DAY NN INT IDWY /79N ONY HY MINNIYNL 1IN NN N9IN
YATN ODM0N 0NN DPPNNA  DNPMYNYN N1PYIDI MNIN 1D ¥ 1) O0¥MyNnvn 0M>>01
DYYN ,DMMMDN DNXIN DMN ITYND DINND OMPNN Y21 /AP MIND” HY mNNavn
SNTI9) TANTY

D12°07 7PN 1IP 9210 MRNINN PN HYW OTNYN YAINN DN AN MY NYYIYIN MNIIN
: DM NYIDN DYDY

PPNV MXNTNN PYID IND Y2NTHONIYUN PO (1)

DON5N HOMDYN DN) 19NN ININD DIYN DINDN TNNY TIN YaNN DIYYNI N9 YV N0 (2)
DN NINT W2 .00 Dapn YW KN PNO0N 05N 7y DDYVYNN TN PPN Yapny DMan
PIAYN OV NN NDON L,0MIN DY Dapn DIYVNN PRNNA PXNN YapNnY DM DIMLYNN
Aponn

231PNo DY NI2YN TN PAY DMNMDN DY TN P PN WOV NPUN ¥ann N0 (3)
PN

LDMON Y DTPI PYIN YINT N0 (4)

(PN PayN) MDNNY TIN YaINM MNNDAN DINNY INY THVYA N0 1M - M0 NP0 (5)
YNNG DYANN DXTOON YINY ,DONON OY DY TUNNNN TWPN 121 PUININN NN 1NN WIIN
MM M N0 NNOY SVIPN MR DIPIAN HY MP APV THPHI PNTH 1Y PO .MINNON

JPYINYN DNYAO 91PN P NXANY NI IMIN

711990 IN” YWY MINNAYN

NPMYNYN NPT MINIT I PR 12 1021 DPMYHYN DNDXDI XU ION PXNN PIYN TUND
POIN DR ANV PXNT PN D I2TH MYHOYH NDN ONY DY PPN IN OU»Y W pnnn

N RD FRS-5 .00 YYD PIa MAPAND MY PN 1D 109 DXDIN NNDHNI DMV
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DYDY P2 WIONN 19 DY WIAPY TOONN IN NN OMYHDYN N0 1NN NORYY Y1 NN
V13 NYTO TN 9P TOANN IX NN D902 MXNINN PPN T 125 NMNPN 7Y IRna

POYN NN DY
TOONN IN NNIN NNXY DDV PPNN DD NN L,PPNIAY MIXNDNN N0 DX VI {INNY NINIAN

NPOYIN

ANYP DN HY MINNAYN 3.5.2

D»PNNI DRI DPMYNDYNI D1D02 XY PPNN 1IYNAVY N DY DYPN NYIVP MISH DY MINNIYN
: DNV DMIPXWNY DININ 1901

N3P D11V Yann Poon (1)

S DMINK D027 ON* NMYAN 9519 PXY 7292 12NN PIRY NN PENN Yapn nyan  (2)
S 3aynn

PPNV MNNON YII9Y IN YIDTD NMIMNN INX MIT PN P>NN Paynd  (3)

PXNN NNNSND XY PINN LIAPHN YP PN PIYNY DIDDN NYND DNINN YD DOPNNI

.DY00N PPN NNDNI MNNININ

: INY WINNHN NINID IOV
L0 11919 100 7Y AN ponn v
L0 1PN 5 DY DIPAIDHN MINY NYION NI v

LO7WY 11990 95 OrY PIAN NYAYNN NN v
10 Yv TOY TY NIND DMNIVUNA INIUN ¥TOIN 1PA2 PPNN Payny MmNy 5120 P>nn Hapn 19 md

LYY PO

PONN YN 27902 MNINNDN MINAN ,0MMPNN "NNVYP NS HY MXNIVYNY DINXINNY NNINA

:19N9T NN DY TN2
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(0YY NPHNI) DIV

95 ) MNNYNN PPN
(85) NN XOD Diapn oM
10

I9INI NIAPYN N MXN .NMIAPNNNTN NNONI DI AN ,07WD 1IN 10 Toa NNHNN DY NN
PPN 22PN7 PR V7YY 1PYH 85 HY DD TV NTIIWN NNY YANNN NIPON NN TAX TN MIND
720 NV ) MV T8N O5N MXNYNN PERN NN MNNYN YW N DD 199 NN
MIBNNN IPT 7Y VYD YN 10 YV NIANI DMNMVYKRI INIYN MNP NV PINN PNy
SONNND

TN NYIN PN P20 212PNN DY PON IMNI NN P OTON 19N NN DM FRS -5 Y ONNN2
10 ¥ "IN DY V7YY 11YN 106 NN NNNNN DN HYYNY .MNXYPN PN YV o™Mopa TIVNN M
INND NNT .Y MIT2 TN NNID DY ( 106-10-95) V7YY IN 1 YW wIann V7YY PN
PPNV DY TINY DXTOONN NNSIND THP? NINY NP0 PRI WM NN MY NIPHR)

07D PN 1 OV AN T N DXTPNY PN 07D 1Y 96 NO NTINNN DX NN DY
NOYPN STN INN N7 MT PPN PN THIRD SNNPN 19INT 128M INTN NN NN
NINT DY LJINNDD TIN22D WP 1012 IRKINM 102 NDIINN HY DX359ND1 VP .IV) NN
7 MIT 912 D2220907 MY NN GPYY W DHPMNND DN INNIND 2D NN

AN AN PNDN TINND MRNDNN PPN NN IR ,NPDWN DI DX O) 119 INNY NININ

INNPHN TONM

711993 NISN” Y MINNIYN
K2 121 PXNNN APIMYHRYN NPYIYD MININY INIT ,DPMYNYN DMPDA NYN PPNN PIYN UKD
NN DAY PINN PAYN DY I ATI0 MINTY AW NNYP MISNTA NN DMNIAN T
IN N2 POND PR DT NIPNI .MOANND PPNN HAPNN S1PY 512110 NNY DI MXNYIN PN
TNNDIHN NPOYI ONPHN MXNDNN PPN NI NIX 919 TRND NINAN .IPOYN I8 DY TOMN

JINDD PINNY
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DINNDAN P25 YN YW nvayn 3.5.4

M NIPNI .DMDOM DNAPNN NPNLN PINNN NPT PN NNPN W DINMIDN DMIPN]
J9INI INND IO IYND MITY .INPD 190V PHN IMN 223D "NON ON” HY MINNAYA NYAT)
NIN P73 13 JIENHD NNONI ANMNY PHN 1D XY 1N ,MXNYN 22NN 70% 1IN SNY )
YNNI NIRNVY 29D YNV PV NN PPIRN DND0 MPONNT YW Nd Man .( 30%) PPnapon
TYNND POY ,DMVYNIN INIYND YTOINN 30% -2 XY IDMNMNY NN ATONM 1702 NN NS
"IMNMYP MIND? DY DMONINI NTNW NPODWM DTN 1D NONI (100%) PPNN 99 NN PPN

10 NNNY w
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HNIWID MINNYN NN XY INNIUNA N0N 3.6

29 DY .DOPIAN KY NPONN HY NED NITI MINTINT NIN RYNY MDNMNN W 1aY SPRN NPHnn
:MININY 16 PYO
MINNDN 23D XIYID AVINK PN IDINN IRPIAN TINNT TUKRD 77 NN IWNN NINNDN NYPON”
DXTOON I NN MY SNYDI NYIAN IDNNN  MIANDY NNY HNIYHI MDY PR INPYY 1DnY
NNY NTI0D APOYN NN ONPIIN TINND DIV 11T NIPNI AT INNDN PYID ON DY 19 10y
MND MYIDN 797 N MOWIN ANIN DY DN 79951 X NPIHBNN YaNn NN
IOPNON

116 PYD NNIN NPINN AYNN XY DN DMIPN Y PTINY TPYNH PYon

I ON DV IIPY IDVNOVY DTN Y2 INPMINNY MNNDN 19 SNPIIN TIRNN IWND (1)

INNDNN P2 MYNY YNNI NDION NN TY NN MINNYD

1252 MINNDNN PP 93799 DD INPINNI PINN NN HMY TUHNN 1907 IWND (2)

1116 PYD 9 DY

JONIUNY NTP) NHDMD NPDIYI ANIN NI DYDY MNKI N77I0 NIYN) NPN NPOIYN TWNI”
PONN 7122 INNKD NV MRNIAN NIINND NN DIV N MPTA MNXNIND /) 16 PYD a3 Yy
NP NN 297 TOIM NN MITY P YA XINY NTINN 29D YDINAN PNY DN»NNN SONN

LN NASPN NOPNN NPINN THINN DIV VDY TIN IN 11D MXNYNN YV )WI07

MPTN TIXND NN DY NODIND NHNTN SDINON PN IWNNNA NN YA 1IWND NNT 1OnY

SNNY

N7y 939%913) 31.3.95 1iNn
100 " 10 D)2
200 VTIPS 990 MNION

1,000 1,000
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212 NN 1.4.95 -2 13010 ,070V 5 TV PIVID TIINY N7V 119N 190 DY MXNDNY M)

NYPOND

212-190=22 : MNNONN NVINND NMNIN

100-10=90 : 117790N 295 201N PN

90/990= 1711  :MNNINA Y0I1IN PNN HPYN

22*1/11=2  : 3PN IOPY 0N PNY DNPNNN MXNDN NPINN NN

TV 1995 SV MWD Y2INN HNN 1Y D32 17 NYTY GPHY MINNDNN NVI00 NI
:(DNV 3 HY WM NAPN 57ND) .1998 SV PNYUNXIN )IYAIN

22*10/11*1/12=1.667

137 993 NoM (10/11) 20 PN 1IN WNRY PHND NONOAN ANIN NOMO 9207

(1712) 9w p 27y DNV 3 TYND
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HNIVY NN NN 4

TPNN VTN P ININND DMWY KNIV INNONIY NMINNDN NN DY NMINPOYI N Nt P91
DN MNPY MXTOYN PIXN DI0IN NINMDYNY DIPIA 1N MMV PPN NYON DY MNPOYI
TPIDIM 1D HPIN NN DN IR PIVA HY MNNAIND 1D NN NINP INM PI9N N0l

TH MIAIY MINTIOWVN OPIN NIV DINITY NMINNDN DY SNHYNHN PNI2IN NITNND ININD

MINNIDYN 2PN NN 4.1

SV 1994 TIVYY DNIINN 1Y IPNNN HDD IR MIXMIDYN PPN NN DY THISNNAPN 2INYYD » 1D
29190 9321 ( 11.5.95 -2 DONOY PPYN HD1) DYHWITP 931 ,0)TN P12
DN NPV HY DOINPIVN MIXNDN SPON NN NTNPN 7PNV VW 573D DN DNVP DOPIAY

NPNN ORI MDY AONN MNPIUNM NN MNON

$DIPYY MNP XNYH MXNOVNY DYPIAN NN POND 1N
?22) TMINOL : 1N TPNPIA NXIAP YKL DX TN DOPIA MY MPY DPIMNN DN 0P (1)
LONPIND 232) MNMOYNY MIND PI2Y (DXDIWIDN P33) 1PUN ,(ONINNIN

21095 P12) DOV P32 ,00TN P2 1D - DINNSYY DNVP DYP1 (2)

8% DY DINNY 2IPNNY TIV PAN MMYHN DN IWND HYNY NN MDD TP NNIYNN TWUND
LDONT P20 TN NOMIND 1O INVYNIN NXIIIPNN MINMIOYNY 0PI DN P 7y vATIN
MY WIPY MNNDWNY PIIN 7Y PN M0Y NPT N NNK TIT : MY dNWA MUYy 515 92710
DI MNWN NNN D52 OXIUN MINID DN 2330 MY 1YY MYNNNI NN MY 79T .OXN P2
125 NNT DYDY A5Y NN MIDYN DR AR NYNIN ANIAPIN MNXNDYHRY Pian 1w
oMYA TP OY THINNND YD 1991 ANX 732 DY M0 M) PR IMIYN NXIPIN NINNDOWNY

CIRNDN NN -OIVTN PN NPNT NNAT XINI KN VY NN Mmon
0V MDYY NP ,0M0P DI MNNDN NVINY NTNPN NPSDVIN I8P MNAPN P2 90N 71N
2PY IV NXIIPNN MNNOVNY DI INY NMAY APARD DY) MDY ONYRIN N7IND DIV PN
PN MONY DNPNRT DX NN NOX DPI1 DIONND MMINNIN NPIN Y SO DIV

71219) 1NIH MO M ORIYN NPT PYND T 101NN DY 20NN IDTND KDY 120V NMINMIOVNN
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DIPYHNI IV NXIIPNN DOPIAT THPHL NIDINND MIXNIN NN HY MPYON NONX M2X0N .o’

% P92 NONONN

1994 MV MY NMNA PAN PV 28N 2pY YN DINN2 MYYON NPNaY NN 1994 mv
MDY .NONIA NAND YPNNI MTPA PN P2 NOANNVY SHNION PN PIYA 12WN 7Y NIPNN
NNT NNY 1994 TV HY NUKIN YIAINN SNN 120 HmIn M9pa Ry mrwnY AN YN
NN ANT PIVR MTHNY DWWNHY DYPRY DXOIA MUINND HmN MNP YV P¥VINN NV
NYON MHXYNND DOPIAT MNTPIN G°N 1T MV PP N2 3TN .IYPYNN 9PN MYn

INNDAN PN DYDY

P32 MINDN GPNYNRY 9D MINNIOVN SN NPIN DY MXPOYN NNNHNN NN DI0N NIN MY

:1995-1 DOMNOY DOV P32 DY PPYNN 191 1994 VD 107D 9121 DTN

(N”7Y 931°9193) 1994 MY MNNIIYN PPN NN

2"No NN LYY Y'NP nn pa)a))
69.1 25.7 12.9 30.5 DN PN
365 0 e 18.2 18.3 oYY P
326 000000 e 10.5 22.1 pjapnkvihl
138.2 25.7 41.6 70.9 plsLv)

138.2 -1 NNONON MNTIOVN PPN NN MNPOYN NNDNN 200 MONN MNXIY NNV 29D
2203 N AN YN NP IDINY DTN P32 XN PIYA IN»A DYAN 191070 .N7Y NPIN

9770 013NN TNN DI HY MNPOIYN VIS D
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DN P33 MNPOY  4.1.1

MNY2Y NN MOT ARNNT HY TITI MRNDD PPN 85% HINIY PIan 71ON 1994 ©INa 31 OP2
30.5 NNINN DR NYY 1PON 28.5 -2 NNONON DINIY 1MW MXNONN PPN PON NI’ .NINN
NPYN X DIV MNIAY DY 2320 MAPNNN NIY 210 BT NYDID NNNNN D PINY ¥ NP 1PN
INNONN PON2

NINND MNDT NARNNT DY TIT2 MNNDN PPNN 75% ND 912N 1910 1994 1210V90Y 4 DY
NN AN NPY PN 12.1 2 ANONON IDND IIMY MIXNINN PPN PON NI NN NS
P12 PN PON DX DM 232N MAPNNN NIY DI DT NNNHRNN 1YY XD O) .A7Y PN 12.9
INNOIN

oV TT2 MXNONN PXNN 85% SNIINN P12 DY DNy MMPY N 10N 1994 71ansTa 11 D»2
Y PDN 25.7 1NN NN MNT2) NIBNIN MO NINNHN

YNV PN 29D PINN SON DD WTIN DI IINPY P2¥0 91N D NN 9N DNIDNN MYNYN
MNT , P21 2903 DY NMAVNANM 2117 D91 PPNN DY DI .10mVY POND DONNNA NN YT HY
,MINNONN DN MNNN MINN 2PYN ,0MNMDNN DD M) ,GPIN P MVIAN MDY 5
;DT DMVAYN DIDN NVIPN DX DMNMYY MYTIN MDY ,0XTIAYYI 1NV ,MNNVL NINY
PON P2 PRI PN ININNRD IRNDIN VI OY OPNDN DN T NIV MNO0N NOMY
P20 HY MINYT MNNYNY PPNIY MXNDN P ,PIaN PHND Inpn

DINNA UNIYT MPPYAN NN 12NN 199190 37y 9733 DI TwNnn D120 MPYNNN YV Nt man

INDNDVYD PPN NI

DN P33 MNPOIYA INNIYND NN

DON .NPIND 1Y 1D NININ NI NINH M IXNND HY TIT2 170 NMIRPOYMN INND
TNNNN P2 9TV NDIXY OIXITUNIND DN NPY PO 64.4 TO2 110 MXNONN DY K100
YO PONN MM MY 9T .N7Y PUN 4.7 1 DONDN YN HYDIDN DD PAT MPINNN
9GP MXNONN DY NYSINND NINPN TNIRD DX099N DINNN MT 51522) Y01AN PND ON»NNN

DNV 3 TYUNA, 001N DY NPONT DRNN 29 DY ,TO9M NN MT
TO .Y YON 4.2 2 NNONDN 31.12.94 -5 OXPON NPONN YNIND MDIINN DY IIINNDN NN

N7YPON 0.5 -52 NNONDN 7119 N71T2 19DV MXNDN YN NIINN NN

39




D2IN P2 NINPOYA INNAWND NN

28Y Y9057 MTY (3) X 4 1IN NN Y5 NN 29 HY DN MRPOYD MVI12 M) DTN PIa
MINNDT PN NN NIMON HNM
DX2I7 MMTN TAK N PNOPTN MT NNDNI Y73 NMINPOYY MN) M52 P12N 1M ol

$YPNOPPTN MTH VIVIN INY (JINND DN NIXD >TIVN MTN NN

Tonna YNIY VYN NN MDD DN DY NPHYY PN DY PN MNPH ) NHONI”
MXNON PN NN DY MPOYY 1994 mv
NNNNN YV TIT2,000 MXNDD PPNN DMDN HINK NPIN DY NOLOVL PR MXPOYN

: D9 3 DY MPOY 3 I1¥Y¥I12 1994 IV THNNI . NIIN NI NI MDY
("9my oY) nrya MYpwno NNan omy” N
70N YNY) Y2 VNPT P2 DY TN DININ NP MIPNT 2

7 (73702 YYD 19NY) BYA TAINDN SNINDN PIAYY SN MNP )

:( 1994 920XT *PNN2 N7V 2ATNI) MXPOIN N TPNHNN ONITN P12 NN TYNna

2rnv bli# 1)) Ivied Znn” ra )} 4
jod o7}

11.12.1994 4.9.1994 31.3.1994 NPOYN TINN
85% 75% 85% 995930 PINN HINN
64,403 23,857 12,085 28,461 29230 PXNN PON 9N
69,111 25,681 12,905 30,525 PXNN P2 NNINNN
4,708 1,824 820 2,064 nNHRNN 9Ty
2,589 1,020 431 1,138 19 AN : TN

2,119 804 389 926 9 N7
N M1 YYD NOPdN
539 80 89 370 1994 VO TOOM
4,169 1,744 731 1,694 YNID MDD NI
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DYV P13 MNPOY 4.1.2

PAVIDIN 80% NININ SN2 NPT AINNNHN HY TITA 100 PI1an 990 1994 XIN2a 29 oM
I NIMNNYI N7Y 1PON 17.3 NIPN NDMY PXRN NN .MXNYN PPNA P10 DY MM

SVYVONI NNNNN GTIY .NYY 11PON 18.3 -2 NNONDN 100V PINN
PRPIDIN 70% NIVN PNO2 NMIDT AINNNN YV TI72 90NY 91N 15N 1994 9anNTa 15 opa
WON 17.8 -2 DINON NPINN TN MDY PPNN NN MIXNDN PPN PIIN DY yMam
DY PON 0.4 -2 NNNNN GTIY .A7Y 1PDN 18.2 -2 NNONON PPNN PI2 NYAPNNY NN N7

DTN PI2 MNPOY MIINY YIPIY2 YT 9730 MNPOYN Man

D9V P33 MINPOYE INNIVYND NNDVN

MMINNINA DINK DY DPHN NN NI 12WN) MNPOYN DNTN P32 MNPOYY NNYTL XD D)
LDYIVIT P2 DY NINDD NI INITUND NN TIND 11DV

NI ONYHN PONN VYN ,0NY 3 TYUNI MNY NNY1Ya 1717 M1 qp.n MXNDN NPIPN NI
ANYIAP OY I NYTY PN d0IN

AP PONMN MXNDNN NNPN 29 DY 17317 NYTY 19D 1190IW MRNYNN 132 51107 M1
-2 7YY MO WINY NI 2330 93, MNPOYN SNUN 1Y 195N 1.4 -3 YW 1nnn 97y Tinn

0N DY NPOWA NY 1PYN 0.1 -21 91N DY NPDOYI N7Y 1PN 0.6

DOWIY? P33 MINPOYI INNIVYND NIIN

MDIdDNI NIDNN DI NIMON NNN THERNIVN NPPTHI PO 1 INNY 2 N2 NHIDN]
P22 MNNDT NN ANIN P2 NNYN IRNIVNAN DI1DVN Y235 NP DOWIP PIa 1M ,NINSIND
| DT
N MDY OINIYND NIY TID N5 DOV P12 1) 128D INIYUNL POIWN 5 7N NIONI
19V MRXNYNA OINN DY DPON 2199 INND

INT) 1995 YNNI 11 PAINNY DOV P32 DY PPYNN NADNI 117 NN INT INNIVN NN

("2 NOY)
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91995 P2 MNPOY 4.1.3

99N 58 -1 ©7Y MNNIT NN NPOY NN MIRTOVNY NHYNN PIVI DINNI NHDNONN NPOYN
TVT DX NMPN N NPOW 1990 MV NNMPNNY DY (1) NN PIY NIIND 5N PI1an Ny

NV PN NPOWA VITNN  JPOXIVT NINPIZL NPDIIN NIYTINN OINNL INVI NIMYNYN

: DN

.12 AN 19 2-X AR, 1R NN DY) DV DONID 3 NPdodn nrya (1) Nwn P nnan (1)
PN NPOWN .PXNN NV NIY NI 92D DOV NVN PIY NIIND NIYIN N PN
DY CMO NDN DN DXPANNN YYD 27NINL MIXDVIPPD MNPOY NI NN 1PN

INIDUN XN DXANNDT NV NMNPND NN

MMM NN N7IN .1 -2 NON MMN) NN MYNHNA DNID 2329 NN 1NINnnm pon (2)
PPN ONIYNRN YTOON NN NNDY NMINYNIN 1Y NT 1202
12 NMPNL YAIPNN senior/ Junior HY MIAN 37 DTN PO M APON MIAN

DT 0¥ MYONN Junior NON MMNI 7N 29 DY INIUN 112702 XU 100N

NN NNDY I NYN PIV NN DN DIONYNNN 12NV DX9DIN NX DNTD P32 PayN R Npodya

DIRD OPINND DIDOON
NN DY NPDION *NYIN NAMPNN 1.5% W DI1D0Y 1NN PINN DX YMY 290NN PIan
DONIN2 MXNDN PONND MIMNNN : I 120V MNNINN PPN X2 DXADN DNV NY) P1an

AMAPANN MDY PNV WNHLIY DIMOD YINI YSN TPONY 191 DIDMDN

09793 1 %9UN PIY) 91995 P13 NPOIYA INNAYND TN DIYVIIN

N9 D330 Yy NPONN MNNND DRNNA NP NPDY PA2 PIAN NY) DN DNPDN NN

$TUND NPODOYN 12 NN PIAN 1PN XD MNNDN MODIDN VYN NN NPOWN NIVN) .

INIYN) 4 NINI NNDNI W PN NDXY INIYUNND NN0NA ANIN 190W MNNDNN PPN (1)

Q)b

42




DINTP) 9 N2 NNVDN MDY PN NTPOD MK DININI NYAPTIY NN (2)

.(Masn
DIINND-XIN PYOD MININ 1-2 NN (3)
TN DN I MY 9P MNNDNN PN DY NDININ (7.8%) DON >ON> PN 4

JNTPAN MDY 9P NOIONN

J0ITN D02 DY DXHYII 1-1 N7AN YW DYIPM DI M TH MOIdNN (5

(1) 2WN PV NPOYL XPAD 19IND JTN NI PIa JINNY 19 INYIA GPNYN INNIYNN NN

.DXTIIYVW )TN 15 1IN 151 9 TIN2T, 5 7IN22, 4 TIN22 1) G0N N9 .0rya

MINNRN 91999 PI3 MNPOIY

791 1994 X101 NNN NPTV .MNXNON YPIN NN HY MINPDY NV YN P13 ¥y8*1 1994 mva
) DT ANHM NPY IPHN 22.1 NN MINNYN PPN PMDIN PRV 85% 1M PIan
70% 0N PN 101N ,1994 VANNTH MIVYA NPOYA T NNNNT DNYIN N7 *abX 112 Toa
INIT NI £33N 12V PONN DI 1PIA N7V 119N 10.5 NNNN MIXNYN PXNT PIIINY PO

L9010 199 DYYnY

MINRD 9193 PI3 NNPYIYI INNIYND 399D DIVWIIN

INNM NPIND MNPOYN 12WN) DOV )1 DTN P2 Y WNIY MNPOYY NmiTa
N2 ONMNNN YOMNN PN NI MNNDTIN PPN NPIN MPOYN ANIN . NDEY SNIURIN
M NMPN TNNT 17 NYTD 9P MRNINN 1N TINT DOWIN D10 0T 2129321 ,P0IaN

DNV VHY
0022 Y10 1 NIN2 NN 31.12.94 Y YD P12 INNA GPNUN DYD TNINY INNIYNN N9

4 NI NNONI MR NIDIONA NIDNN DO NIMON NINM TPRNAVN NPITHY NPT

MIRPOYN VPO 11 (NDXY INTYUN)
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AP0 3PN NN

SV 9PN 2D PPN 179N N7YA AP NVIX AT NN M MNNYL DN 95 INYILD YTIN2
5Y NV YN NN DY NI NI PYIN 9T DIDN 29 DY NN PI2Y NV ON 20
MONLY TYNNY NNIMNDY NIINN HY SN IPDIN PXNN 10% - 3 TMPN R NPOY ,NPOYN
P29 MHYAN 9T P2 NN NPOY NYNIA 95 920VI0 YTIN 1N .NDV PO PInn DPON

YT 9PN NN

MMINNDN PPN APDY IO NIANND NYII NN DN NP D NMNNYL DOND 95 LUININ YTIN

0% HY MWD G NN WYY NI NMINNDN 700 YYD pynin A 110 20.2 DY 9N
.95 ANIIA92 NYSIIY NPODIYY N I KDY VYN HY NIYRIN IV I0IX 9T DY NN
103 XY XIND DT MADN MXPOY VIYN DN MRPOYN DY NN INONY O 1TyNa

NV NINY N

INMINNDN 22N N30 DINNA SINIVYIN PIYD IS 19907

TIVN 1 DU NNINKY .NNONNY 1YW 1T P792 IONIY NIND MMIT MNPOY 2D N9y
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APPLICATION NOTE E - LOAN TRANSFERS

In this Application Note, the following terminology is used:

(@) the ‘lender’ is the party that has rights to principal and interest under the original
loan agreement, and is purporting to transfer them;

(b) the “transferee’ is the party purporting to acquire the loan, and includes a new

- lender (in a novation), an assignee and a sub-participant;

(¢) the’borrower’ is the party that has obligations to make payments of principal and
interest under the original loan agreement; and

(d) references to the transfer of a *loan’ or ‘loans’ apply equally to the transfer of both
a single loan and a portfolio of loans.

Features

This Application Note deals with the transfer of interest-bearing loans to an entity
other than a special purpose vehicle. The main features of a loan transfer are as follows:

Gv)

(b)

Specified loans are transferred from a lender to a transferee by one of the methods
set out in paragraph -2 below, in return for an immediate cash payment. The
transter nuay be of the whole of a single loan, part of a loan, or of all or part of a
portfolio of similar loans.

Payments of principal and interest collected from borrowers are passed to the
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ACCOUNTING STANDARDS

transferee (either direct or via the lender). In some cases, there may be a difference
between amounts received from borrowers and those passed to the transferee (the
lender retaining or making up the difference), or if a borrower fails to make
payments when due, the lender may nevertheless make payments to the transferee.

Loans cannot be ‘sold’ in the same way as tangible assets. However, there are three
methods by which the benefits and risks of a loan can be transferred:

Novation: The rights and obligations under the loan agreement are cancelled and
replaced by new ones whose main effect is to change the identity of the lender.
Although rights can be transferred by other means, novation is the only method of
transferring obligations (eg to supply funds under an undrawn loan facility) with the
consequent release of the lender.

Assignment: Rights (to principal and interest), but not obligations, are transferred to a
third party (the ‘assignee’). There are two types of assignment: statutory assignment,
which must relate to the whole of the loan and where notice in writing must be given
to the borrower and other obligors (eg a guarantor); and equitable assignment,
which may relate to only part of a loan and which does not require notice to the
borrower. Both types are subject to equitable rights arising before notice is received.
For example, a right of set-off held by the borrower against the lender will be good
against the assignee for any transactions undertaken before the borrower receives
notice of the assignment.

Sub-participation: Rights and obligations are not formally transferred but the lender
enters into a non-recourse back-to-back agreement with a third party, the ‘sub
participant’, under which the latter deposits with the lender an amount equal to the
whole or part of the loan and in return receives from the lender a share of the cash
flows arising on the loan.

The terms of a loan transfer will usually not be identical to those of the original loan,
and a gain or loss will arise for the lender. This gain or loss may occur in one of two
ways: first, if all future payments made by the borrower (and only such payments) are
to be passed to the transferee, the consideration for the transfer will differ from the
carrying amount of the loan and the lender’s gain or loss will be realised in cash
immediately. Alternatively, the consideration for the transfer may be set equal to the
carrying amount of the loan, and the amounts to be paid by the borrower and those to
be passed on to the transferee will differ. In this case, the lender’s gain or loss will be the
net present value of this difference and will be realised in cash over the term of the loan.

Analysis
Overview of basic t...e.&\ka

The purpose of the analysis is to determine the appropriate accounting treatment in the
financial statements of the lender. There are three possible treatments:

(a) toremove the loan (or a part of it) from the balance sheet and show no liability in
respect of the amounts received from the transferee (‘derecognition’);
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(b) to show the amounts received from the transferee deducted from the loan on the
face of the balance sheet within a single asset caption (a ‘linked presentation’); or

(¢) tocontinue to show the loan as an asset, and show a corresponding liability within
creditors in respect of the amounts received from the transferee (a ‘separate
presentation’).

The principles to be applied to determime the appropriate accounting treatment are
similar to those applied in both Application Note D - ‘Securitised assets’ relating to
individual (rather than consolidated) financial statements and in Application Note C -
‘Factoring of debts’. It is necessary to answer two questions:

(a) whether the lender has access to the benefits of the loans and exposure to the risks
inherent in those benefits (referred to below as ‘benefits and risks’); and
(b) whether the lender has a liability to repay the transferee.

Where the lender has transferred all significant benefits and risks relating to the loans
and has no obligation to repay the transferee, derecognition is appropriate (this would
be the case where all future cash flows from borrowers — but only those cash flows - are
passed o the transferee as and when received). Where the lender has retained signifi-
cant benefits and risks relating to the loans but there is absolutely no doubt that its
downside exposure to loss is limited, a linked presentation should be used (this is likely
10 be rare for a loan transfer). In all other cases a separate presentation should be
adopted.

Benefits and risks
The main benefits and risks relating to loans are as follows:

Benefits:
(i) the future cash flows from payments of principal and interest.

Risks:

(i) credit risk (the risk of bad debts);

(i1) slow payment risk;

(iii) interest rate risk (the risk of’ a change in the interest rate pgid by the borrower.
Included in this risk is a form of basis risk, ie the risk of a change in the interest rate
paid by the borrower not being matched by a change in the interest rate paid to the
transteree);

(iv) reinvestmentearly redemption risk (the risk that, where payments from the loans
are reinvested by the lender before being paid to the transferee, the rate of interest
obtained on the reinvested amounts is above or below that payable to the
transferee); and

(v) moral risk (the risk that the lender will feel obliged, because of its continued
association with the loans, to fund any losses arising on them).

Analysis of benefits

At first sight it may appear that the transferee has access to the cash collected from
borrowers. However, as set out in more detail in paragraphs c6 and c7, the cash flows

E7

- 57 -



‘E12

E13

El4

ACCOUNTING STANDARDS

may appear similar even where different accounting treatments are appropriate and
considering the benefits in isolation will not normally enable a clear decision to be
made. Rather, it is necessary to determine which party is exposed to the risks relating to
the loans (both upside potential for gain and downside exposure to loss).

Analysis of risks

The benefit of cash payments of principal and interest are subject to the five risks
outlined in paragraph E6. The first of these, credit risk, will be borne by the lender to the
extent there is recourse to it for bad debits; if there is no such recourse, the transferec will
bear the credit risk.

The second risk, slow payment, will be borne by the party that suffers (or benefits) if
borrowers pay later (or earlier) than expected. If amounts are passed to the transferee
only when received from the borrower, the transferee will bear this risk; if the lender
pays amounts to the transferee regardless of whether it has received an equivalent
payment from the borrower, the lender will bear it.

Interest rate risk will be borne by the lender where the interest it receives from the
borrower and payments it makes to the transferee are not directly related® . Where any
changes in the interest rate charged to the borrower are passed on to the transferee after
a short administrative delay, the lender may not bear significant interest rate risk;
however, where any delays are significant the lender will bear significant risk.

The lender will bear reinvestment risk where payments received from the borrower are
not immediately passed on to the transferee but are reinvested by the lender for a
period. An exception would be where the transferee is entitled to all of any interest
actually earned (but no more) on the amounts reinvested by the lender.

The final risk is moral risk. For either derecognition or a linked presentation to be
appropriate, the lender must have taken all reasonable precautions to eliminate this
risk such that it will not feel obliged to fund any losses. This will include ensuring that
the arrangements for servicing the loans reflect the standards of commercial behaviour
expected of the lender.

Derecognition

Derecognition (ie ceasing to recognise the loans in their entirety) is appropriate only
where the lender retains no significant benefits and no significant risks relating to the
loans. In determining whether any benefit and risk retained are ‘significant’, greater
weight should be given to what is more likely to have a commercial eflect in practice.

The three possible methods of transferring the benelits and risks relating to a loan are
described in paragraph £2; each may result in derccognition in appropriate cascs:
(a) A novation (ie the replacement of the original loan by a new one with the

*Directly related’ in this context means that either the interest rates paid and received are both fived, or the two
rates ave tied 1o the sume externul rate eg LIBOR.
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consequent release of the lender) will usually transfer all significant benefits and
risks, provided that there are no side agreements that leave benefits and risks with
the lender.

(b) An assignment (ie the transfer of the rights to principal and interest that constitute
the original loan, whilst not transferring any obligations) may also transfer all
significant benefits and risks, provided that, in addition to there being no side
agreements that leave benefits attd risks with the lender, there are no unfulfilled
obligations (eg to supply additional funds in the event of a restructuring of the
loan) and any doubts regarding intervening equitable rights are satisfied.

(c) A sub-participation (ie the entering into an additional non-recourse back-to-back
agreement with the sub-participant rather than the transfer of any of the rights or
obligations that constitute the original loan itself) may also transfer all significant
benefits and risks, provided that the lender’s obligation to pay amounts to the
transferee eliminates its access to benefits from the loans but extends only to those
benefits. Thus the sub-participant must have a claim on all specified payments
from the loans but on only those payments, and there must be no possibility that
the lender could be required to pay amounts to the sub-participant where it has not
received equivalent payments from the borrower.* Where this is the case, the loans
no longer constitute an asset of the lender, nor does the deposit placed by the
sub-participant represent a liability; it will therefore be appropriate to derecognise
the loans. Particular attention should be paid to the effect of the borrower asking
for a rescheduling. The lender may, for commercial reasons, wish to agree to a
rescheduling plan, whereas the sub participant may simply look to the lender for
compensation if it is not repaid. Where the lender has an obligation (legal,
commercial or other) to provide such compensation, derecognition will not be
appropriate.

Whilst the commercial effect of any particular transaction should be assessed taking
into account all its aspects and implications, the presence of all of the following
indicates that the lender has not retained significant benefits and risks, and derecogni-
tion is appropriate:

(a) the transaction takes place at an arm’s length price for an outright sale;

(b) the transaction is for a fixed amount of consideration and there is no recourse
whatsoever, either implicit or explicit, to the lender for losses from whatever cause.
Normal warranties given in respect of the condition of the loans at the time of the
transfer (eg a warranty that no loan was in arrears at the time of transfer) would
not breach this condition. However, warranties relating to the condition of the
loans in the future or to their future performance (eg that loans will not move into
arrears in the future) would breach the condition. Other possible forms of recourse
are set out in paragraph 83; and

(¢) the lender will not benefit or suffer in any way if the loans perform better or worse
than expected. This will not be the case where the lender has a right to further sums
that vary according to the future performance of the loans (ie according to
whether or when borrowers pay, or according to the amounts borrowers pay).

*Where only part of the payments due under the original loan are eliminated in this way, it may be appropriate to
derecognise only part of the original loun. This is addressed in paragraphs £19 and £20 below.

ElS
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Such sums might take the ._.@as of an interest differential, deferred consideration, a
performance-related servicing fee or payments under a swap.

Aro.”n& mﬂw of these ._:.oo .‘oﬁ.:qom is not present, this indicates that the lender has
retai nefits u:& risks _.n_m::u to the loan and, unless these arc insignificant, cither
a separate presentation or a linked presentation should be adopted.

Whether any -X:om.. and risk retained are ‘significant’ should be judged in relation to
those vo__.mma and risks that are likely to occur in practice, and not in relation to the
total _.”.me_v_a vo...nm.u and risks. Where the profits or losses accruing to the lender are
Bs.o:u._ in relation to those likely to occur in practice, significant benefit and risk will
be _.o.s:..&. such that derecognition will not be appropriate and either a linked
presentation or a separate presentation should be used. )

Linked presentation

>. E.r& presentation will be appropriate where, although the lender has retai
u.w.:mmn:. benefits and risks relating to the loans, there is .w bsolutely no a_._..”.vv_q n."“..“,mn_.“
downside exposure to loss is limited to a fixed monetary amount. A linked presentation
should co...u.xm only to the extent that there is both absolutely no doubt that the
transferee’s claim extends solely to cash collected from the loans, and no provision for
the lender to keep or re-acquire the loans by repaying the transferee. The conditions
that ..o& to be met in order for this to be the case are set out in paragraph 27 and
explained in paragraphs 81-86.

Separate presentation

ia_ﬂma.:.o _oano_.._d.»m:m &B_SQ.:: benefits and risks relating to the loans and the
conditions for a linked presentation are not met, a separate presentation should be

adopted.
Transfers of part of a loun

In some cases ._8 amount received by the lender from the transferce represents only
part of the &:w.:». loan. As explained in paragraph 71, where the effect of the
arrangement is _.-.2 a part of the loan is transferred, derecognition of that part will be
appropriate. This will be the case where each party has a proportionate share of all
future cash collected from m_‘o loan (and of related profits and losses). For example,
were mrn :.u..u....o_.oo to be entitled to 40 per cent of any cash flows from payments of both
principal and interest as and when paid by the borrower (ie it does not receive cash it
such payments are not made), the lender should cease to recognise 40 per cent of the
_cu._.. O&:ﬁ.ﬁo@. .m. the lender bears losses in preference to the transferee and thus
retains u_ma.an:: risk relating to the loans, derecognition of any part of them is not
appropriate. For or!.:v_o. were the transferee to have first claim on any cash flows
arising from a portfolio of loans with the lender’s share acting as a cushion to absorb
m:w_-—wowa. :5. lender should continue to show the gross amount of the whole portfolio
M...o ”. e M_.oh %_M .-hn c“a_um.wu sheet (although if the conditions for a linked presentation are
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In other cases, the entire principal amount of a loan may be funded by the transferee, E20

but there may be a difference between the interest payments due from the borrower and
those the lender has agreed to pass on to the transferee. In such cases derecognition of a
part of the original loan may still be appropriate provided that the lender’s interest
differential does not result in it bearing significant risks relating to the loan. For
instance, if the lender’s interest differential is fixed and is in substance no more than a
fee for originating or administering the loan, derecognition will be appropriate.
Conversely, if the lender’s interest differential varies depending on the performance of
the loan (as where it acts as a cushion to absorb losses or the lender bears interest rate
risk), either a separate presentation or a linked presentation should be used. A linked
presentation should be used only where the lender’s maximum loss is capped, as might
be the case where a variable rate loan is funded by a fixed rate one (if the lender’s
maximum loss is capped at the fixed interest payments due to the transferee). However,
a linked presentation should not be used where the lender’s maximum loss is not
capped, as will be the case where a fixed rate loan is funded by a variable rate one, or
where a loan in one currency is funded by a loan in another. The principles in this
paragraph apply equally where the transferee funds only part of the principal amount

of the original loan.

Administration arrangements

Whether or not the lender continues to administer the loans is not, of itself, relevant to  E21

deciding upon the appropriate accounting treatment. However, the administration
arrangements may affect where certain benefits and risks lie. For instance, where the
lender's servicing fee is not an arm's length fee for the services provided, this indicates it
has retained significant benefits and risks relating to the loans.

Required accounting

Derecognition

Where the lender has retained no significant benefits and risks relating to the loansand E22

has no obligation to repay the transferee, the loans should be removed from its balance
sheet and no liability shown in réspect of the amounts received from the transferee. A
profit or loss may arise for the lender in the two ways set out in paragraph E3. Where the
profit or loss is realised in cash it should be recognised, calculated as the difference
between the carrying amount of the loans and the cash proceeds received. Where,
however, the lender's profit o loss is not realised in cash and there are doubts as to its
amount, full provision should be made for any expected loss but recognition of any
gain, to the extent it is in doubt, should be deferred until cash has been received.

Linked presentation

Where the conditions for a linked presentation are met, the proceeds received, to the E23

extent they are non-returnable, should be shown deducted from the gross amount of
the loans on the Face of the balance sheet. Profit should be recognised and presented as
set out in paragraphs 28 and 87 88. The notes to the financial statements should
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disclose: the main terms of the arrangement; the gross amount of loans transferred and
outstanding at the balance sheet date; the profit or loss recognised in the period,
analysed as appropriate; and the disclosures required by conditions (¢) and (d) in
paragraph 27.

Separate presentation

Where neither derecognition nor a linked presentation is appropriate, a separate
presentation should be adopted, ic a gross asset (equivalent in amount to the gross
amount of the loans) should be shown on the balance sheet of the lender within assets,
and a corresponding liability in respect of the amounts received from the transferee
should be shown within creditors. No gain or loss should be recognised at the time of
_the transfer (unless adjustment to the carrying value of the loan independent of the
transfer is required). The notes to the financial statements should disclose the amount
of loans subject to loan transfer arrangements that are outstanding at the balance sheet
date.

Table

Indications that &
separate presentation is
' | appropriate (on lender’s
balance sheet)  ©
The proceeds received
are returnable in the

-event of losses occurring -
 on the loans. ‘

se | There is full recourse to
lender for losses.

‘Lender is required to
d " | répay amouats received
r | from the transferee on
ion | or before a set date,
u “| regardless of the timing
. | or amount of payments
“ "' by the borrowers.
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Adoption of FRS 5 by the board

Financial Reporting Standard 5 — ‘Reporting the Substance of Transactions’ was ap-

proved for issue by the nine members of the Accounting Standards Board.

id Tweedie (Chairman) )
Wm““_ Ooswr (Technical Director)
Robert Bradfield
Ian Brindle
Sir Bryan Carsberg

Michael Garner
Raymond Hinton
Donald Main
Graham Stacy
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