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Agenda
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• Overview and status of IFRS 9 Post-implementation 
Reviews

• Overview of requirements

• Share AOSSG members feedback

• Group discussion

Note: Some feedback are still preliminary 
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IFRS 9 PIRs – overview & status
IFRS 9 was issued in July 2014 and:
• Became effective for annual reporting periods beginning on or after 1 January 2018
• Improved and simplified accounting that replace IAS 39, including addressing the delayed 

recognition of credit losses and complexity of multiple impairment models

Stages Description Status

Classification and 
measurement

A single logical classification approach driven by 
contractual cash flow characteristics and how 
the instrument is managed

PIR comment period closed 

Impairment A much needed and strongly supported 
forward-looking expected credit model

PIR started in H2 2022

Hedge accounting An improved and widely welcomed model that 
better aligns accounting with risk management

IASB will consider in H2 2022 
when to begin this PIR 

Graphics and some other 
information used in 

these slides are sourced 
from IASB materials
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IFRS 9 PIRs – overview & status

Source: https://www.ifrs.org/content/dam/ifrs/meetings/2022/september/asaf/ap3-pir-of-ifrs-9-impairment.pdf 
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IFRS 9 PIRs – overview & status
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IFRS 9 Impairment PIR

Source: https://www.ifrs.org/content/dam/ifrs/meetings/2022/september/asaf/ap3-pir-of-ifrs-9-impairment.pdf 
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Feedback
Q1) Do the impairment requirements in IFRS 9 result in: 
a) more timely recognition of credit losses compared to IAS 39 and address the complexity caused by having 

multiple impairment models for financial instruments? 
b) an entity providing useful information to users of financial statements about the effect of credit risk on the 

amount, timing and uncertainty of future cash flows? 

No fatal flaws identified.

However, stakeholders in some jurisdictions:
• consider the ECL model could result in “too much too soon” impairment;
• diversity in practice;
• challenges in addressing credit risk modelling approaches under IFRS 9 and the Basel Framework for financial 

institutions -  more alignment desired.
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Feedback
Q3 Determining significant increases in credit risk 
a) Are there fundamental questions (fatal flaws) about the assessment of significant increases in credit risk? If 

yes, what are those fundamental questions? 
b) Can the assessment of significant increases in credit risk be applied consistently? 

There is diversity in practice as feedback from stakeholders noted:
• the inconsistency in the application when assessing SICR); and
• the non-financial services sector entities not having an explicit internal policy addressing credit risk, or they 

do not clearly define the default event, making it difficult to enforce impairment when there is no indication 
of SICR.
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Feedback
Q4) Measuring expected credit losses (ECL)
a) Are there fundamental questions (fatal flaws) about requirements for measuring expected credit losses? If 

yes, what are those fundamental questions? 
b) Can the measurement requirements be applied consistently? 

Stakeholders consider there is a lack of consistency in measuring ECL and diversity in the application of 
judgement. In  particular:
(a) diversity in the modelling assumptions and the number of scenarios and overlays used;
(b) application challenges when ‘incurred loss’ model used or lack of historical data; and
(b) meaning of credit loss is unclear (Appendix A of IFRS 9 defines as ‘all cash shortfalls’ vs. objective of ECL model 

seem to imply measurement should only be driven by credit-related factors.)
Users feedback:
(a) allows changes to assumptions to achieve a desired outcome;
(b) disclosures about overlays are inconsistent; and
(c) Difficult to understand drivers of the movements in provisions.
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Feedback
Q2 The general approach to recognizing expected credit loss 
Q5 Simplified approach for trade receivables, contract assets and lease receivables
Q6 Purchased or originated credit-impaired financial assets

Feedback from stakeholders consider:
Q2) general model too complex for intercompany loans;
Q5)  addressing variables using forward-looking models  under dynamic circumstances is challenging and 

incorporating forward-looking information is too complex for some smaller corporate entities; and
Q6) making determination whether changes to the contractual cashflows are substantial or otherwise is often 

challenging. 
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Feedback
Q7 Application of the impairment requirements in IFRS 9 with other requirements
Q9 Credit risk disclosures
Q10 Other matters

Stakeholders consider:
Q7)  i. assessing whether the modification is substantial or not is often challenging and has an impact on the ECL 

calculation, and 
ii. unclear guidance on treatment of losses from modification of financial assets, and

    iii. unclear guidance on derecognition of restructured financial assets.

Q9) specific disclosure requirements on the use of overlays.

Q10) in some jurisdictions,
i. guidance required for financial guarantee contracts; and
ii. educational material on scope.
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1. General model - overview
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2. Measurement of ECLs
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3. Disclosures



Thank You.
Helena Simkova 

hsimkova@aasb.gov.au

www.aasb.gov.au
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https://au.linkedin.com/company/aasb
https://twitter.com/AASBaustralia
https://confirmsubscription.com/h/r/607AF39600EF2FB8
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