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Forthcoming Exposure Drafts

Supplier Finance Arrangements

IAS 7 Statement of Cash Flows and IFRS 7 Financial Instruments: Disclosures

Non-current Liabilities with Covenants

IAS 1 Presentation of Financial Statements

The following narrow-scope standard-setting projects started as application questions to the 

Committee:

1

2



4

Supplier Finance Arrangements

Financial 

Institution

Company Supplier

Company receives 

goods or services

Financial 

institution 

pays the 

supplier

Company 

agrees to 

pay the 

financial 

institution at 

a later date

How does a company 

present liabilities to which 

reverse factoring 

arrangements relate? 

What information about 

reverse factoring 

arrangements is a company 

required to disclose in its 

financial statements?

QuestionsReverse factoring arrangement

1
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5Supplier Finance Arrangements

Received 

submission

Q1

2020

Analysed 

information 

needs

Q1 

2021

Developing 

recommendations

Q2 

2021

Asked the Board 

whether to add a 

narrow-scope 

disclosure project

Q2

2021

Q2 

2020

Published 

Agenda 

Decision

1

Information on how supplier finance 

affects:

• an entity’s total debt

• operating and financing cash flows

• liquidity risk and risk management

New disclosure requirements:

• scope explained not defined

• require specified quantitative 

and qualitative information.

Board agreed to add 

a narrow-scope 

disclosure project to 

the work plan

See next slide
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6

To help users of financial statements understand the nature, timing, and uncertainty of cash flows arising 

from supplier finance arrangements. 

Quantitative information to help investors determine the 

effects of supplier finance on an entity’s financial position 

and cash flows.

As at the opening and closing reporting date: 

i) the aggregate amount of payables that are part of the 

arrangement; 

ii) the aggregate amount of the payables disclosed under i) 

for which suppliers have already received payment; 

iii) the range of payment terms, expressed in time, of 

payables disclosed under i); and 

iv) the range of payment terms, expressed in time, of trade 

payables that do not form part of the arrangement. 

Qualitative information to help investors 

understand the risks.

The key terms and conditions of the 

arrangement (including, for example, any 

extended payment terms and any security 

or guarantees provided to the finance 

provider).

To consider: the line item(s) within which the payables are 

presented.

Supplier Finance Arrangements1
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8Non-current Liabilities with Covenants

December 20X1

Reporting date

Testing date(s) December 20X6

Repayment date

12 months

The Committee discussed three different cases in which:

• A loan is repayable in five years

• A minimum working capital ratio is required at specified testing dates

• Loan becomes repayable on demand if ratio is not met at any of the testing dates

• Required ratio is not met at the reporting date, but is expected to be met in the future.

Committee’s Discussion

2
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9Non-current Liabilities with Covenants

If the right to defer settlement is subject to the entity 

complying with specified conditions, the right exists at 

the end of the reporting period only if the entity complies 

with those conditions at the end of the reporting 

period.

Paragraph 72A of IAS 1*

An entity classifies a liability as current

if it does not have the right to defer 

settlement for at least 12 months.

Paragraph 69(d) of IAS 1*

Technical analysis

In all fact patterns:

• the right to defer settlement is subject to the company complying with specified conditions

tested after the reporting period; and

• the company does not comply with such conditions at the end of the reporting period.

Conclusion—Loan classified as current

* As amended by Classification of Liabilities as Current or Non-current, issued in January 2020 and effective on 1 January 2023

2
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10Non-current Liabilities with Covenants

Most respondents agree 

(or do not disagree) with 

the technical analysis, 

but…

Are concerned with the 

outcomes and potential 

consequences of applying 

the amendments in some of 

the cases

Feedback on Committee’s discussion

Before finalising the agenda decision, the Committee 

decided to report to the Board:

• its technical analysis and conclusions

• respondents’ comments on the outcomes and 

potential consequences of applying the 

amendments, highlighting those that might provide 

new information

Committee’s Decision

2
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DisclosurePresentationClassification

Non-current Liabilities with Covenants

December 20X1

Covenants required on or 

before the reporting date

Covenants required 

within 12 months

12 months

The Board’s proposals

2

Only covenants 

required on or before

the reporting date 

affect classification of 

a liability as current or 

non-current.

Separate 

presentation of 

liabilities subject to 

covenants within 12 

months.

Disclosure of information about covenants required within 

12 months:

• what are the covenants?

• whether the entity would comply at present?

• whether and how the entity expects to comply in the future?
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Non-current Liabilities with Covenants

• Clarify situations in which an entity does not have a right to defer settlement

• Retrospective application in accordance with IAS 8

• Defer the effective date of the 2020 amendments to no earlier than 1 January 2024

Other aspects of the proposals

The Board’s proposals

The Board plans to publish an exposure draft in Q4 2021

Next steps

2
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