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STATUTORY INSTRUMENTS

2004 No. 3256

The Loan Relationships and Derivative
Contracts (Disregard and Bringing into Account

of Profits and Losses) Regulations 2004

Condition 3

The condition is that the currency in which the liability is expressed is such that the company could,
by entering into that liability, reasonably expect to eliminate or substantially reduce the economic
risk of holding the asset, or part of the asset, which is attributable to fluctuations in exchange rates.

(4)  If condition 3 applies, a liability is matched with an asset only to the extent that the carrying
value of the liability at the time when the liability is entered into does not exceed the unmatched
carrying value of the asset at that time.

(5)  For the purposes of section 84A(3A) of the Finance Act 1996 there is prescribed an exchange
gain or loss arising to a company in an accounting period in relation to an asset representing a loan
relationship of the company which is matched with the whole or part of any share capital of the
company.

(6)  An asset is matched with share capital if for the accounting period of the company immediately
preceding the first accounting period to which these Regulations apply—

(a) exchange gains and losses on the asset were taken to a reserve; and
(b) set off there against exchange gains and losses on the share capital.

(7)  In this regulation—
“carrying value” means, in relation to a liability, the value as shown in the company’s accounts
of that liability; and
“unmatched carrying value” means, in relation to an asset, an amount equal to the value as
shown in the company’s accounts to the extent that that amount has not previously been
matched in accordance with this regulation or regulation 4.
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