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Paragraph 42 of Statement of Financial Accounting Standards ("SFAS") No. 133, Accounting/or Derivative Instruments and 
fledging Activities (as amended) ("SFAS No. 133") provides guidance on accounting for hedges of the foreign currency 
exposure ofa net investment in a foreign operation, and states the following: 

A derivative instrument or a nonderivative financial instrument that may give rise to a foreign currency transaction gain 
or loss under Statement 52 can be designated as hedging the foreign currency exposure ofa net investment in a foreign 
operation, provided the conditions in paragraphs 40(a} and 40(b} are met. (A nonderivative financial instrument that is 
reported at fair value does not give rise to a foreign currency transaction gain or loss under Statement 52 and, thus. 
cannot be designated as hedging the foreign currency exposure ofa net investment in a foreign operation.) The gain or 
loss on a hedging derivative instrument (or the foreign currency transaction gain or loss on the nonderivative hedging 
instrument) that is designated as, and is effective as, an economic hedge of the net investment in a foreign operation 
shall be reported in the same manner as a translation adjustment to the extent it is effective as a hedge. 

In addition, the Derivatives Implementation Group ("DIG") concluded in DIG No. 1-18, Foreign Currency Hedges: 
Measuring the Amount 0/ Ineffectiveness in a Net Investment Hedge, that an entity is permitted to assess and measure the 
amount of ineffectiveness of a net investment hedge using a method based on changes in spot rates which allows for the 
change in the fair value of the derivative attributable to changes in the difference between the forward rate and spot rate to be 
excluded from the measure of hedge ineffectiveness and to be reported directly in earnings ("spot method"). 

Lastly, paragraph 63(c} of SF AS No. 133 states the following: 

If the eflectiveness ofa hedge with a forward or futures contract is assessed based on changes in the fair value 
attributable to changes in spot prices, the change in fair value of the contract related to the changes in the difference 
between the spot price and the forward or futures price would be excluded from the assessment of hedge effectiveness. 

The Company utilizes forward foreign exchange contracts to manage the currency exposure relating to its net investments in 
non-U.S. dollar functional currency operations. In accordance with the authoritative literature, the Company designates 
changes in the spot value of such foreign currency forward contracts as hedges of the changes in spot value of its net 
investments in non-U.S. dollar functional currency operations. 
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In accordance with the spot method described in DIG No. H8 and the guidance in paragraph 63(c) of SF AS No. 133, the 
Company has excluded forward points from the assessment and measurement of net investment hedge effectiveness and 
records the change in fair value of the foreign currency forward contracts attributable to the forward points directly to 
Revenlles: Interest and dividends on the Company's consolidated statements of income. 

Schedule 1 

Condensed Statements of Cash Flows, p-age S-4 

Comment: 

4. Please tell us how your classification of securities purchased under agreement to resell with affiliate as an investing 
activity complies with SFAS 102. 

Response: 

The securities purchased under agreements to resell with affiliates are accounted for as secured loans to the parent's affiliates 
in accordance with SFAS No. 140, Accollnting/or Trans/ers and Servicing 0/ Financial Assets and Extingllishments 0/ 
Liabilities. These agreements, which are short term in nature, are primarily entered into for the purpose of investing the 
parent company's cash. 

The securities received by the parent under these agreements arc collateral for the secured loans, which themselves are 
accounted for on an accrual basis. SFAS No. 102, Statement o/Cash Flows - Exemption a/Certain Enterprises and 
Classification a/Cash FlolVsfrom Certain Securities Acqllired/or Resale ("SFAS No. 102") addresses the cash flow 
statement presentation of purchases and sales of securities and other assets, as opposed to cash flows related to loans and 
associated collateral arrangements. Accordingly, the Company does not believe that SFAS No. 102 provides relevant 
guidance on the classification of these arrangements. 

In determining the appropriate classification of cash flows related to the parent company's securities purchased under 
agreements to resell, the Company considered the guidance in SFAS No. 95, Statement a/Cash FlolYS ("SFAS No. 95"). 
Given the secured lending nature of these transactions, the Company specifically considered the guidance in paragraph 17 
(a) of SF AS No. 95, which states that cash flows from investing activities include "[d)isbursements for loans made by the 
enterprise ... ". 
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In determining the appropriate classification for the securities purchased under agreements to resell with afliliates, the 
Company further considered the parent company's business intent for entering into these arrangements. Given that these 
urrangements were entered into with the goal of investing the parent company's cush, the Company believes the classification 
of cash flows related to these arrangements us investing activities is appropriate . 

• • • • • 
In connection with responding to your comments, we acknowledge that: 

the Company is responsible for the adequacy and accuracy of the disclosure in the filings; 

Stall' comments or changes to disclosure in response to stafT comments do not foreclose the Commission from 
taking any action with respect to the filings; and 

the Company may not assert stufT comments as a de fense in any proceeding initiated by the Commission or any 
person under the federal securities law of the United States. 

Please lee I free to contact me at 2 I 2-761-5656 or Paul C. Wirth, our Controller und Chief Accounting Officer at 2 I 2-761-
6686, if you would like further clurification or additional inlormution. 

Sincerely, 

/s/ Colm Kelleher 
Colm Kelleher 
Chief Financial Ollicer 

cc: Jennifer Monick, Securities & Exchunge Commission 
Gregory G. Weaver, Deloitte & Touche LLP 
James V. Schnurr, Deloitte & Touche LLP 
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