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The IASB and AASB have issued for public comment an exposure draft (ED) with
respect to the recognition, measurement, presentation, and disclosure of
expected credit losses in financial instruments. The proposals are intended to
replace the guidance on impairment of financial assets in IAS 39 / AASB 139 and
once finalised are to be integrated into IFRS 9 / AASB 9.

External links

The proposals will have a significant impact on the financial services industry but
will also impact the accounting for bad debt allowances on trade receivables for
non-financial service entities.
The ED proposes to use a forward looking model with the aim of achieving
earlier recognition of (expected) credit losses on financial assets, guarantees and
commitments as compared to the currently used ‘incurred loss model’ that
delays recognition of credit losses until the occurrence of a loss event.
The ED proposes to recognise a loss allowance:
o

measured at an amount equal to full lifetime expected credit losses
where credit risk has increased significantly since initial recognition,
the asset was credit impaired when acquired/ originated or, as an
accounting policy choice, for trade receivables that do not constitute
a financing transaction; or

o

measured at an amount equal to the 12-month expected credit
losses (lifetime expected credit losses from default events that could
occur within 12 months after the reporting date) for all other assets
subject to the proposals.

The comment period for the AASB ED ends on 10 May 2013 (5 July 2013 for the
IASB ED).
For further information on these Standards refer to the additional IFRS in Focus
newsletter below.
IFRS in Focus
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