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1.

For ease of reference, this paper reproduces comment letters received on the tentative
agenda decision published by the IFRS Interpretations Committee in November 2018
on ‘Curing of a credit-impaired financial asset’.

The IFRS Interpretations Committee is the interpretative body of the International Accounting Standards Board (Board). The Board is the independent
standard-setting body of the IFRS Foundation, a not-for-profit corporation promoting the adoption of IFRS Standards. For more information, visit
www.ifrs.org.
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Global Financial Reporting Collective
incorporating the Pacioli Initiative
globalfrcollective@gmail.com

4 February 2019
IFRS Interpretations Committee
IFRS Foundation
Columbus Building
7 Westferry Circus
Canary Wharf
London
E14 4HD
United Kingdom

The Global Financial Reporting Collective is pleased to offer its comments on the
Tentative Agenda Decision—Curing of a credit-impairment
We agree with conclusions reached by the Committee that that IFRS 9 is clear on this point.
We also think that the tentative Agenda Decision is drafted clearly.
We Thank you for considering our comments.

Global
Financial
Reporting
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Global Financial Reporting Collective
4 February 2019
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About the Global Financial Reporting Collective
The Global Financial Reporting Collective is a coalition of academics who
support global financial reporting standards and who are motivated to help the
IASB to develop high quality standards. The Collective does not have a
jurisdictional base. It operates as a virtual, global network.
The Collective was established in 2018. In its initial phase it is managed by a small
group of volunteers who analyse IASB proposals and collate comments into
comment letters to the IASB. In the second phase the Collective plans to develop
a website that will enable a broader range of academics, and practitioners, to
provide analysis of proposals. Any comments and input received will not be
attributed to an individual. We plan to provide mechanisms to allow individuals to
make observations which can then be assessed on their merits, rather than be
influenced by the reputation of the submitter—a blind review process.
The primary focus of comments from the Collective is on the clarity and internal
and conceptual consistency of proposals, mainly informed from experience with
teaching from IFRS Standards or applying them in practice. The Collective does
not represent any sector and will not lobby on behalf of any entity or sector to
support a particular view.
The purpose of the Pacioli Initiative is to make research and learning resources
available to the broader community of people using global financial reporting
standards. A portal for sharing these resources is being developed as part of the
second phase of the Collective. We welcome any input on IFRS-related matters
that could be helpful to those who teach or research in this area.
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WSBI-ESBG agrees with the technical analysis made by the IFRS Interpretation Committee based on
the current IFRS 9 requirements concluding that unrecognised interest should be presented as a credit
impairment gain in the profit and loss account following the cure of a credit-impaired financial asset.
Notwithstanding the technical analysis made by the Committee, we believe that the question submitted may lead to a further and deeper analysis of whether the presentation as a credit impairment gain
faithfully depicts the economics of companies using IFRS financial statements. In particular, we believe there may be strong arguments in certain jurisdictions to present such amounts in the net interest
margin – NIM - based not only on giving more predominance to the nature of the cash flows being
recovered but also considering (i) whether the originator of the credit has a contractual unconditional
right to deduct from the unrecognised interests the amounts recovered from the debtor, and (ii) internal management practices that rank the precedence of those amounts.
WSBI-ESBG further develops this view below and provides additional comments for your consideration:
- Income and expenses are presented in the profit and loss account usually based on their nature,
therefore, the expectation would be that all contractual interests accrued during the life of the
credit are reflected, if applicable, within interest margin.
- Interest margin typically reflect the results of financing activity of banks. Registering unrecognised interest in the loss allowance caption would lead users of financial data to distorted ratios
for example on the loan average profitability.
- Users also expect that ‘reversal of loss allowance’ corresponds to the amounts previously recognised for this concept in the profit and loss account. Impairment gains, although possible
in accordance with IFRS 9, are not very understandable and difficult to explain.
- General accepted practice is to allocate the amounts recovered first to past due interests when
such a right is established within contractual terms or prior to beginning with the formal recovery process for a credit-impaired financial assets that is past-due In such cases, financial
entities may consider that first they recover the interests accrued for late payment, then the
contractual interest, and lastly the pending principal. Among other reasons for setting up such
a rank would be increasing the probability to recover the unrecognised interests if a claim was
filled with the debtor in case of new defaults.
- Once the debtor is no longer in the repayment process, but in the recovery phase, then we
would agree that general accepted practice is to give precedence in any amounts being recovered (either in cash or forborne assets) to the pending principal before considering that any
interests were recovered. In such cases the expected loss is very probable and financial entitiesobjective is to minimize such loss.
- As stated in B.5.5.2 of IFRS 9, typically, credit risk increases significantly before a financial
instrument becomes past due or other lagging borrower-specific factors are observed (for example, a modification or restructuring). In those cases lifetime expected credit losses are recognised and interests are calculated by applying effective interest rate to the amortized cost of
the asset. It can be misleading for users of financial statements that part of contractual interests
of financial assets in which a significant increase in credit risk have been identified but which
are paying in accordance of the contractual terms, are recognised in the loss allowance caption
of the profit and loss account and not in interest margin. Such types of debtors have not yet
entered into the repayment or recovery process.
- We note that the Committee decision is silent on whether written-off loans – off-balance sheet
figures – that may be recovered later should be also treated in the same way. We believe that
for these written-off loans that are subsequently cured, any amount recovered is expected to
reduce the cost of risk previously recognised and would agree only for these type of exposures
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to recognise a credit impairment gain. Recognising these amounts in the interest margin will
distort average ratios of the loan portfolio on balance.
As a consequence WSBI-ESBG considers that it would be reasonable if entities could apply an accounting policy choice that permits a better alignment of the amounts presented in NIM with their
credit risk management practices, in particular, considering the order of payment priority that entities
have internally defined and the contractual terms of their loan portfolios, allowing to recognize in
NIM the amounts recovered when there is economic substance and/or contractual evidence.

About WSBI (World Savings and Retail Banking Institute)
(Boiler plate)

World Savings and Retail Banking Institute - aisbl
Rue Marie-Thérèse, 11 ￭ B-1000 Brussels ￭ Tel: +32 2 211 11 11 ￭ Fax : +32 2 211 11 99
Info@wsbi-esbg.org ￭ www.wsbi-esbg.org

About ESBG (European Savings and Retail Banking Group)
(Boiler plate)

European Savings and Retail Banking Group – aisbl
Rue Marie-Thérèse, 11 ￭ B-1000 Brussels ￭ Tel: +32 2 211 11 11 ￭ Fax : +32 2 211 11 99
Info@wsbi-esbg.org ￭ www. wsbi-esbg.org

Published by WSBI-ESBG. [Date]
3

Organismo Italiano di Contabilità – OIC
(The Italian Standard Setter)
Italy, 00187 Roma, Via Poli 29
Tel. +39 06 6976681 fax +39 06 69766830
E-mail: presidenza@fondazioneoic.it

IFRS Interpretations Committee
Columbus Building
7 Westferry Circus
Canary Wharf
London E14 4HD
United Kingdom
ifric@ifrs.org

5 February 2019

Re: IFRS Interpretations Committee tentative agenda decisions published in the
November 2018 IFRIC Update

Dear Ms Lloyd,
We are pleased to have the opportunity to provide our comments on the IFRS
Interpretations Committee (“the Committee”) tentative agenda decisions included in the
September 2018 IFRIC Update.
Our comments refer to the following issues:
a. Physical settlement of contracts to buy or sell a non-financial item (IFRS 9 Financial

Instruments);
b. Customer’s right to access the supplier’s software hosted on the cloud (IAS 38
Intangible Assets);
c. Curing of a credit-impaired financial asset (IFRS 9 Financial Instruments).
[...]

[...]

Curing of a credit-impaired financial asset (IFRS 9)
In summary, in its tentative agenda decision the Committee observes that:
•

•
•

•

applying paragraph 5.5.8 of IFRS 9, an entity recognises in profit or loss as a reversal
of expected credit losses the adjustment required to bring the loss allowance to the
amount that is required to be recognised in accordance with IFRS 9 (zero if the asset
is paid in full).
The amount of this adjustment includes the effect of the unwinding of the discount
on the loss allowance during the period that the financial asset was credit-impaired.
Accordingly, following the curing of the credit-impaired financial asset, an entity is
required to present in the statement of profit or loss the difference between the
interest calculated on the gross carrying amount and the interest income recognised
for credit-impaired financial assets (“the unrecognised interest”) as a reversal of
impairment losses.
The requirements in existing IFRS Standards are adequate.

We think that IFRS 9 does not specify that the amount of adjustment referred to in
paragraph 5.5.8. of IFRS 9 includes the effect of the unwinding of the discount on the loss
allowance. Consequently, we disagree with the Committee’s conclusion that the
requirements in existing IFRS Standards are adequate. Indeed, we have been informed that
there are diverging views on this issue. Some share the view of the Committee, whilst some
other believe that such a reversal should be presented as interest revenues. We believe that
both the views are correct being IFRS 9 not sufficiently clear on this.
We are aware that this issue is material in the banking industry; thus we think that the
Committee should:
• propose an amendment to IFRS 9 to clarify the presentation in the statement of profit
or loss of the unrecognised interest; and
• amend its decision in order to permit entities (in the meantime) to present the
unrecognised interest as a reversal of impairment losses or as interest revenue (ie
entities have an accounting policy choice in presenting the unrecognised interest).
Should you need any further information, please do not hesitate to contact us.

Yours sincerely,
Angelo Casò
(Chairman)

6th February, 2019
To,
Ms Sue Lloyd,
Chair, IFRS Interpretations committee,
IFRS Foundation,
London, UK
Dear Ms Sue,
Subject: Tentative Agenda Decision (TAD) Nov 2018 – Public Comments by Feb 6th, 2019
Thank you for giving us an opportunity to comment on the six tentative agenda decisions of IFRS Interpretation
Committee published in Nov 2018. Our comments and concerns on TADs are given in the attachment and we
hope you will find those useful and relevant. IFRIC Interpretation Committee is requested to consider our
concerns appropriately to depict true and fair view and economic substance of the transactions/events.
The Institute of Chartered Accountants of India (the ICAI) , is the premier accounting body of India established
way back 1949 as one of the primary building block of nation building, of Independent India. Over the last seven
decades, the ICAI has grown in many professional areas and today it is second largest body of accountants in
the World. The ICAI with its great vision and relentless mission to serve the public interest, domestic and global,
has earned title of “Partner in Nation Building” in an emerging economy which is sixth largest by GDP and the
fastest growing capital market in Asia.
Please feel free to contact CA. Vidhyadhar Kulkarni, Head, Technical
vidhyadhar.kulkarni@icai.in or asb@icai.in) for any clarifications or discussion.

Thanking you,
Yours faithfully,

CA.S.B.Zaware,
Chairman, ASB, ICAI
New Delhi, India

Directorate,

(email:

ICAI Comments on IFRS IC Tentative Agenda Decisions
Due date Feb 6, 2019
Tentative agenda decision (TAD): Presentation of unrecognised interest following the curing of a creditimpaired financial asset (IFRS 9)
In our view, while the TAD may appear to be broadly in line with the text of the IFRS 9, but when one looks at it
from the fundamental concepts of preparation of general purpose financial statements such true and fair view,
economic substance etc, it raises some discomfort highlighted below. Therefore, we are unable to support the
conclusion drawn in the above referred TAD.
1)

Primary reason for our concern is that the TAD completely changes the true underlying nature of the
income from “Interest income” to “Impairment Gain” simply due to the way certain definitions (Amortised
Cost, Gross Carrying Amount etc.) are drafted. In particular, Staff Paper supporting the TAD conclusion
heavily relies on the definition of gross carrying amount, which in the context of Credit Impaired Assets
has limited relevance in the context of disclosure under paragraph 35 of IFRS 7 Financial Instruments
Disclosure. Therefore, we are of the view that it is not appropriate that the underlying end nature of an
income suddenly changes its colour completely just because a particular financial asset was classified as
credit-impaired during some part of its life cycle.

2)

We also have some concerns about the staff conclusion and suggestion in paragraphs 34-38 of Agenda
Paper 7 of Nov 2018 meeting. Paragraph 36 of the Agenda paper states that unrecognised interest will be
debited to Impairment charge in profit or loss with corresponding credit to ECL. Secondly, reading of
paragraph 40 in the Agenda paper suggests to credit the Impairment Charge in P/L to account for the
missing account for credit entry in paragraph 34 to record the unrecognised interest. As a result, there is
no net charge to P/L as Impairment Charge in relation to unrecognised interest. It is this supposition in
paragraph 40 of the TAD (that the corresponding entry for increasing the GCA by the amount of
unrecognised interest should also be made to the credit impairment line), which ultimately leads the Staff’s
argument in para 43 that “…the entity also reverses the unwinding of discount on the ECL through the
same line in which it was initially presented. When the asset cures, the entity records the following journal
entries, which in our view faithfully reflect that all impairment losses previously recognised are now fully
reversed…”. In our view, an alternate accounting solution needs to be found out which leads to recognition
of the received amounts as per their true nature. We do understand the challenge to find a sound
technical solution when the text of standard appears to portray significantly different result from the
economic substance of the transaction/event.

3)

In our view, on an overall consideration of the theoretical and practical aspects, View 2 i.e. to credit the
unrecognised interest to ‘interest in suspense’ account in the statement of financial position and not in
profit or loss through the credit impairment line, is the most appropriate one. Incidentally, this approach is
similar to an option given in US GAAP to place certain credit impaired financial assets on ‘Non-Accrual’
basis and the practice followed under IAS 39 by many Banks and Financial Institutions.

4)

At the end, we strongly recommend IFRS IC NOT to issue this TAD and refer the matter to IASB for
making narrow scope amendments to IFRS 9, if required in the light of above concerns.

Deloitte Touche Tohmatsu Limited
Hill House
1 Little New Street
London
EC4A 3TR

6 February 2019

Phone: +44 (0)20 7936 3000
Fax: +44 (0)20 7583 0112
www.deloitte.com/about
Direct phone: +44 20 7007 0884
vepoole@deloitte.co.uk

Sue Lloyd
Chair
IFRS Interpretations Committee
Columbus Building
7 Westferry Circus
Canary Wharf
London
United Kingdom
E14 4HD

Dear Ms Lloyd
Tentative agenda decision – IFRS 9 Financial Instruments: Curing of a credit-impaired financial
asset
Deloitte Touche Tohmatsu Limited is pleased to respond to the IFRS Interpretations Committee’s publication
in the November IFRIC Update of the tentative decision not to take onto the Committee’s agenda the request
for clarification on how to present amounts recognised in profit or loss when a credit-impaired financial asset
is either paid in full or is determined to be no longer credit-impaired.
We agree with the IFRS Interpretations Committee’s decision not to add this item onto its agenda for the
reasons set out in the tentative agenda decision.
If you have any questions concerning our comments, please contact Veronica Poole in London at +44 (0) 20
7007 0884.
Yours sincerely

Veronica Poole
Global IFRS Leader

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL”), its network of member firms, and their
related entities. DTTL and each of its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not provide services
to clients. Please see www.deloitte.com/about for a more detailed description of DTTL and its member firms.
Deloitte Touche Tohmatsu Limited is a private company limited by guarantee incorporated in England & Wales under company number 07271800, and its registered
office is Hill House, 1 Little New Street, London, EC4a, 3TR, United Kingdom.
© 2019 . For information, contact Deloitte Touche Tohmatsu Limited.

Rio de Janeiro, February 06, 2019
CONTRIB 0009/2019

Ms Lloyd
International Accounting Standards Board
Columbus Building
7 Westferry Circus
Canary Wharf
London
E14 4HD, UK.

Subject: Tentative Agenda Decision
Reference: Curing of a credit-impaired financial asset

Dear Ms Lloyd,
Petróleo Brasileiro S.A. - Petrobras welcomes the opportunity to comment on the IFRS
Interpretations Committee’s tentative agenda decision - Curing of a credit-impaired financial
asset.
We believe this is an important opportunity for all parties interested in the future of IFRS and
we hope to contribute to the progress of the Board’s activities.
We do not agree with the Committee’s conclusion that the requirements in existing IFRS
Standards provide an adequate basis for an entity to recognise and present the difference
between the interest that would be calculated by applying the effective interest rate to the
gross carry amount and the interest revenue recognised for the credit-impaired financial asset
when this asset is cured.
If you believe we can be of any assistance regarding this matter, do not hesitate to contact us
(contrib@petrobras.com.br).
Respectfully,
/s/Rodrigo Araujo Alves
_____________________________
Rodrigo Araujo Alves
Chief Accounting and Tax Officer
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Deutsches Rechnungslegungs Standards Committee e.V.
Accounting Standards Committee of Germany

DRSC
ASCG  Zimmerstr. 30  10969 Berlin

Sue Lloyd
Chair of the IFRS Interpretations Committee
7 Westferry Circus, Canary Wharf
London E14 4HD

IFRS Technical Committee
Phone:

+49 (0)30 206412-12

E-Mail:

info@drsc.de

Berlin, 06 February 2019

United Kingdom

Dear Sue,

RE: The IFRS IC’s tentative agenda decisions in its November 2018 meeting
On behalf of the Accounting Standards Committee of Germany (ASCG), I am writing to
comment on the tentative agenda decisions taken by the IFRS Interpretations Committee
(IFRS IC) and published in the November 2018 IFRIC Update.
We agree with four of the tentative agenda decisions. However, in respect of two tentative
agenda decisions we have concerns with the decision and the reasons cited, namely the
tentative decisions on physical settlement of contracts (IFRS 9) and cloud computing
(IAS 38).
Please find our detailed comments in the appendix to this letter. If you would like to discuss
our views further, please do not hesitate to contact Jan-Velten Große (grosse@drsc.de) or
me.
Yours sincerely,
Andreas Barckow
President

Contact:
Zimmerstr. 30 .D-10969 Berlin .
(via Markgrafenstr.19a)
Phone: +49 (0)30 206412-0
Fax: +49 (0)30 206412-15
E-Mail: info@drsc.de

Bank Details:
Deutsche Bank Berlin
IBAN-Nr.
DE26 1007 0000 0070 0781 00
BIC (Swift-Code)
DEUTDEBBXXX

Register of Associations:
District Court Berlin-Charlottenburg, VR 18526 Nz
President:
Prof. Dr. Andreas Barckow
Executive Director:
Prof. Dr. Sven Morich

$
AUTORITÉ DES NORMES COMPTABLES
5, PLACE DES VINS DE FRANCE

Paris, 6 February 2019

75573 PARIS CÉDEX 12
Phone
(+ 33 1) 53.44.28 53
Internet
http://www.anc.gouv.fr/
Mel
patrick.de-cambourg@anc.gouv.fr
Chairman

M r s L l oy d
I F R S I nt e r p r e t at i o n s C o m mi t t e e C h ai r
7 W e s t f e r r y C i r c u s , C a n a r y Wh a r f
Lo n d o n , U K , E 1 4 4 H D

November 2018 - IFRS-IC tentative agenda decisions
Dear Mrs Lloyd,
I am writing on behalf of the Autorité des Normes Comptables (ANC) to express our views on the
IFRS-IC tentative decisions published in November 2018 IFRIC Update regarding IFRS 9 – Physical
settlement of contracts to buy or sell a non-financial item, IAS 38 – Customer’s right to access the
supplier’s software hosted on the cloud as well as IFRS 9 – Curing of a credit-impaired financial
asset. This letter sets out some of the most critical comments raised by interested stakeholders
involved in ANC’s due process.
Physical settlement of contracts to buy or sell a non-financial item (IFRS 9)
ANC does not disagree with the tentative decision. ANC notes however that in the energy industry,
when neither the own-use exception nor the hedge accounting is applied, entities often manage
contracts measured at fair value through P&L (IFRS 9.2.5) to achieve an economic hedge. Upon
physical settlement, there is a common practice to present the accumulated fair value gain or loss on
the derivative on one line in the P&L that differs from the one where the sale/purchase is recorded (at
contract’s value instead of the fair value retained in the fact pattern).
ANC understands that this current accounting practice reflects the way performance is analysed, both
by management and by external users of the financial statements. The Committee’s suggested
accounting treatment might have significant impact on this current practice and be disruptive. ANC is
concerned that this could result in increasing the use of non-GAAP information to meet user’s
expectations.
The issue is partially linked to the dual practice in the industry to settle net and physically. ANC
suggests that IASB considers, as part of its standard-setting activity, the accounting treatment of these
contracts that are neither held for trading nor eligible to the own-use exception and that are eventually
physically settled.

[...]
Presentation of unrecognised interest following the curing of a credit-impaired financial
asset (IFRS 9)
In order to analyse properly the accounting treatment of the reversal of previously
“suspended interests” (i.e. the difference between contractual interests and interests recognised in
accordance with IFRS 9.5.4.1b), it is important to clarify how these suspended interests were
initially recorded. We note the following definitions in IFRS 9:
The gross carrying amount (GCA) is “the amortised cost before adjusting for any loss allowance”;
The loss allowance (LA) corresponds to the expected credit losses (ECL) that shall be measured
for credit impaired financial asset “as the difference between the asset’s gross carrying amount and
the present value of estimated future cash flows discounted at the financial asset’s original
effective interest rate” (IFRS 9.B5.5.33);
The amortised cost (AC) has been defined as “the amount at which the financial asset (…) is
measured at initial recognition minus the principal repayments, plus or minus the cumulative
amortisation using the effective interest method of any difference between that initial amount and
the maturity amount and, (…) adjusted for any loss allowance” ;
By way of exception for financial assets that have become credit-impaired, the effective
interest method applies to the AC and not to the GCA (IFRS9.5.4.1(b)).
Applying the above definitions to credit-impaired financial assets, we consider that there is
no evidence that the GCA of a credit impaired asset shall reflect the contractual interests accrued
instead of the interest revenue determined in accordance with IFRS 9.5.4.1(b). This is a strong
assumption in the tentative agenda decision that needs to be further analysed.
Actually, IFRS 9 does not give any evidence about how “suspended interests” interact with both
the GCA and the AC, and how they shall be presented either in the balance sheet or in the P&L. There
are even situations where it may be impossible to comply with both (i) the interest revenue
definition in IFRS 9.5.4.1 and (ii) the impairment gain or loss definition in IFRS 9.5.5.8.
Assuming that on a
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31/12/N

100

27,3

Before
After
impairment impairment

31/12/N

Interest income (EIR)
Cost of risk

Income statement

Gross Carrying Amount (including amounts due but unpaid)
loss allowance
Net amortised cost

2) Balance sheet - Assets : ALTERNATIVE APPROACH

Interest income (EIR)
Cost of risk

Income statement

Gross Carrying Amount (including amounts due but unpaid)
loss allowance
Net amortised cost

0,0
-72,7
-72,7

100,0
-72,7
27,3

0,0
-72,7
-72,7

100,0
-72,7
27,3

2,7

2,7

3,0

3,0

105,7
-72,7
33,1

3,0

2,7

102,7
-72,7
30,1

3,0

120,0
-86,9
33,1

33,1

10
0

2,7

110,0
-79,9
30,1

30,1

10
0

3,3

3,3

109,0
-72,7
36,4

3,3

3,3

130,0
-93,6
36,4

36,4

10
0

3,6

3,6

112,7
-72,7
40,0
65%

3,6

3,6

140,0
-100,0
40,0
71%

40,0

10
40

31/12/ N+1 31/12/ N+2 31/12/ N+3 31/12/ N+4

1) Balance sheet - Assets : APPROACH RESULTING FROM IFRIC POSITION

Pres ent va l ue of expected ca s h fl ows a t the end of ea ch peri od

(Expecta ti ons rema i ni ng uncha nged unti l 31/12/N+4)

Expected Ca s h Fl ows a s a t 31/12/N

Contra ctua l ca s h fl ows

Contractual terms of the loan
Yearly payment of interest
Principal
100
EIR
10%

total
12,7
-72,7
-60,0

total
12,7
-72,7
-60,0

27,3
72,7
100,0

0
0

100,0
100,0

0
0

∑ P&L
40,0
0,0
40,0

∑ P&L
12,7
27,3
40,0

Reversal
exceeds initial
allowance

Curing on 31/12/N+4

Appendix: Illustrative example relating to the presentation of unrecognised interest following
the curing of a credit-impaired financial asset
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