Annex C
FReM Interpretations of IAS 39

1. Anyfinancial instrument that is not held in furtherance of the entity’s objectives but is held on
behalf of government more generally should be accounted for in a separate Trust Statement.
Entities should discuss such cases with the relevant authorities.

2. Special or ‘golden’ shares, being those shares retained in businesses that have been privatised
but in which the department wishes to retain a regulatory interest or reserve power, should
not be recognised in the Statement of Financial Position.

3. PDCshould be reported at historical cost, less any impairment.

4. Where future cash flows are discounted to measure fair value, entities should use the higher
of the rate intrinsic to the financial instrument and the real financial instrument discount rate
set by HM Treasury (promulgated in PES papers) as applied to the flows expressed in current
prices.



