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SIMPLIFIED EXAMPLES OF  

DEBT ASSETS MEASURED AT FVOCI 

WORKING DRAFT 

 

In early November 2012, IASB staff helped clarify via email a working draft example of debt 

assets measured at FVOCI, including journal entries.  However, AASB staff are still in the 

process of confirming whether the more detailed examples below is reflection of current IASB 

thinking. 

In the examples, contractual interest revenue received and foreign exchange gains/losses over the 

period have been ignored for the sake of simplicity. 

Year 1: Fair value of a bond at inception is 100.   

DR Asset (Balance Sheet)  100 

CR Cash 100 

 

At the end of Year 1, its fair value is 90.  Management expects impairment losses of 15. 

Firstly, record the amortised cost (impairment) adjustments: 

DR Impairment expense (Profit/Loss) 15 

CR Accumulated impairment allowance
1
 15 

 

Secondly, record other fair value gains/losses, which is the difference between the asset’s net cost 

carrying amount and fair value (adjusted for fair value movements in OCI recognised in previous 

years).  At the end of Year 1, the asset has a net cost carrying amount of 85 (that is, cost at 

inception 100 less accumulated impairment loss allowance at the end of Year 1 of 15) and fair 

value of 90, therefore the fair value adjustment in OCI is a gain of 5: 

DR Asset (Balance Sheet)  5 

CR FV gain (OCI)   5 

 

In summary, at the end of Year 1, the asset carrying amount (at fair value) is 90, impairment 

expense of 15 is recognised in profit or loss and a fair value gain of 5 is recognised in OCI.  The 

journal entries can be condensed to: 

DR Impairment expense (Profit/Loss) 15 

CR Asset (Balance Sheet)   10 

CR FV gain (OCI)  5 

 

                                                 
1  The IASB tentatively decided to prohibit to presenting the accumulated impairment loss allowance on the face of 

financial statements.  The accumulated impairment allowance would be used for tracking losses only. [IASB 

Update July 2012] 
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Year 2: Fair value of the bond at the beginning of Year 2 is 90.  At the end of Year 2 its fair value 

is 80 and management expects a further impairment loss of 30. 

Record amortised cost (impairment) adjustments: 

DR Impairment expense (Profit/Loss) 30 

CR Accumulated impairment allowance* 30 

 

*Accumulated impairment allowance at the end of Year 2 is 45 (that is Year 1 loss of 15 plus 

further impairment losses recognised in Year 2 of 30) 

 

Record a fair value gain at end of Year 2 of 20.  That is, net cost carrying amount of 55 (cost at 

inception of 100 less accumulated impairment loss allowance at the end of Year 2 of 45) less fair 

value at the end of Year 2 of 80 less cumulative gains recognised in OCI of  5: 

DR Asset (Balance Sheet)  20 

CR FV gain (OCI)   20 

 

In summary, at the end of Year 2, the asset carrying amount (at fair value) is 80, impairment 

expense of 30 is recognised in profit or loss and a fair value gain of 20 is recognised in OCI.  The 

journal entries can be condensed to: 

DR Impairment expense (Profit/Loss) 30 

CR Asset (Balance Sheet)   10 

CR FV gain (OCI)  20 

 

Year 3: Fair value of the bond at the beginning of Year 3 is 80.  At the end of Year 3 its fair value 

is 75 and management expects a reversal of previous impairment losses of 5. 

Record amortised cost (impairment) adjustments: 

DR Accumulated impairment allowance* 5 

CR Recovery of impairment loss (Profit/Loss) 5 

 

* Accumulated impairment allowance at the end of Year 3 is 40 (that is, accumulated impairment 

allowance at the beginning of Year 3 of 45 less an impairment loss reversal at the end of Year 3 

of 5) 

 

Record a fair value loss at end of Year 3 of 10.  That is, net cost carrying amount of 60 (cost at 

inception of 100 less accumulated impairment loss allowance at the end of Year 3 of 40) less fair 

value at the end of Year 3 of 75 less cumulative gains recognised in OCI of 25: 

DR FV loss (OCI)  10 

CR Asset (Balance Sheet)  10 

 

In summary, at the end of Year 3, the asset carrying amount (at fair value) is 75, reversal of 

impairment loss of 5 is recognised in profit or loss and a fair value loss of 10 is recognised in 

OCI.  The journal entries can be condensed to: 

DR FV loss (OCI)  10 

CR Recovery of impairment loss (Profit/Loss) 5 

CR Asset (Balance Sheet)  5 
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Year 4: Fair value of the bond at the beginning of Year 4 is 75.  At the end of Year 4 its fair value 

is 105 and management expects a further reversal of previous impairment losses of 10. 

Record amortised cost (impairment) adjustments: 

DR Accumulated impairment allowance* 10 

CR Recovery of impairment loss (Profit/Loss) 10 

 

*Accumulated impairment allowance at the end of Year 4 is 30 (that is accumulated impairment 

allowance at the beginning of Year 4 of 40 less an impairment loss reversal at the end of Year 4 

of 10) 

 

Record a fair value gain at end of Year 4 of 20.  That is, net cost carrying amount of 70 (cost at 

inception of 100 less accumulated impairment loss allowance at the end of Year 4 of 30) less fair 

value at the end of Year 4 of 105 less cumulative gains recognised in OCI of 15: 

DR Asset (Balance Sheet)  20 

CR FV gain (OCI)  20 

 

In summary, at the end of Year 4, the asset carrying amount (at fair value) is 105, reversal of 

impairment loss of 10 is recognised in profit or loss and a fair value gain of 20 is recognised in 

OCI.  The journal entries can be condensed to: 

DR Asset (Balance Sheet)  30 

CR Recovery of impairment loss (Profit/Loss) 10 

CR FV gain (OCI)  20 

 

Year 5: At half year of Year 5, the asset is sold for 107 (at fair value).  At disposal, the asset had 

an accumulated impairment allowance of 30 (no incurred loss recognised in the last five years), 

fair value of 107 and cumulative gains recognised in OCI of 35. 

 

No record of amortised cost (impairment) adjustments. 

 

Record a fair value gain at mid-Year 5 of 2.  That is, net cost carrying amount of 70 (cost at 

inception of 100 less accumulated impairment loss allowance at half year of 30) less fair value at 

half year of 107 less cumulative gains recognised in OCI of 35: 

DR Asset (Balance Sheet)  2 

CR FV gain (OCI)   2 

 

On disposal, the asset is derecognised (at fair value), cash proceeds recognised, the accumulated 

impairment loss is reversed through profit or loss and the cumulative gains previously recognised 

in OCI is recycled to profit or loss. 

DR Cash (Balance sheet)  107 

CR Asset (Balance sheet)  107 

DR Accumulated impairment loss 30 

CR Recovery of impairment losses (Profit/Loss) 30 

DR Cumulative gains/losses (OCI) 37 

CR Cumulative gains/losses (Profit/Loss)  37 
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AASB staff observations 

1. Following the examples from Years 1 to 5 above, the 5-year summary of Statement of 

Comprehensive Income is as follows: 

 Inception End of 

Year 1 

End of 

Year 2 

End of 

Year 3 

End of 

Year 4 

Mid- 

Year 5 

 FV=100 FV=90 FV=80 FV=75 FV=105 FV=107 

 Cost=100 Cost=85 Cost=55 Cost=60 Cost=70 Cost=70 

Impairment (P/L)  15 30 -5 -10 -30 

Fair value (gains)/loss (P/L)  0 0 0 0 -37 

Fair value (gains)/loss (OCI)  -5 -20 10 -20 -2+37 

Total comprehensive income   10 10 5 -30 -32 

 

2. If the debt asset were instead measured using the same approach as IFRS 9 accounting for 

equity instruments at FVOCI, the 5-year summary of Statement of Comprehensive Income 

would be as follows: 

 Inception End of 

Year 1 

End of 

Year 2 

End of 

Year 3 

End of 

Year 4 

Mid- 

Year 5 

 FV=100 FV=90 FV=80 FV=75 FV=105 FV=107 

 Cost=100 Cost=85 Cost=55 Cost=60 Cost=70 Cost=70 

Impairment (P/L)  0 0 0 0 0 

Fair value (gains)/loss (P/L)  0 0 0 0 0 

Fair value (gains)/loss (OCI)  10 10 5 -30 -2 

Total comprehensive income   10 10 5 -30 -2 

 

3. If the debt asset were measured at FVPL instead of the proposed FVOCI, the 5-year summary 

of Statement of Comprehensive Income would be as follows: 

 Inception End of 

Year 1 

End of 

Year 2 

End of 

Year 3 

End of 

Year 4 

Mid- 

Year 5 

 FV=100 FV=90 FV=80 FV=75 FV=105 FV=107 

 Cost=100 Cost=85 Cost=55 Cost=60 Cost=70 Cost=70 

Impairment (P/L)  0 0 0 0 0 

Fair value (gains)/loss (P/L)  10 10 5 -30 -2 

Fair value (gains)/loss (OCI)  0 0 0 0 0 

Total comprehensive income   10 10 5 -30 -2 

 

4. If the debt asset were measured at amortised cost instead of the proposed FVOCI, the 5-year 

summary of Statement of Comprehensive Income would be as follows: 

 Inception End of 

Year 1 

End of 

Year 2 

End of 

Year 3 

End of 

Year 4 

Mid- 

Year 5 

 FV=100 FV=90 FV=80 FV=75 FV=105 FV=107 

 Cost=100 Cost=85 Cost=55 Cost=60 Cost=70 Cost=70 

Impairment (P/L)  15 30 -5 -10 -30 

Fair value (gains)/loss (P/L)  0 0 0 0 0 

Fair value (gains)/loss (OCI)  0 0 0 0 0 

Total comprehensive income   15 30 -5 -10 -30 

 

 




