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Executive Summary
Introduction
This report summarises the key findings of our thematic review of
disclosures in 2018 interim accounts relating to the implementation of IFRS
9 ‘Financial Instruments’, which:

Although we accept that interim disclosure requirements are less
extensive than those for full-year accounts, we felt that some companies,
in particular, some smaller banks, did not sufficiently explain the impact of
adopting IFRS 9. We hope companies will provide more comprehensive
disclosure in their upcoming annual reports and accounts.
Separate topics are addressed throughout this report, but our key findings
were that the following disclosures could be improved:

Became effective on 1 January 2018;

Transitional disclosures analysing the principal differences
between IAS 39 and IFRS 9;

Replaces IAS 39 ‘Financial instruments: Recognition and
Measurement’ and expands the disclosure requirements of IFRS
7 ‘Financial instruments: Disclosures’;

Qualitative and quantitative disclosures made by the smaller
banks regarding determination of significant increases in
credit risk, including linkage to internal credit ratings;

Introduces an expected credit loss model that leads to earlier
recognition of losses on loans and other receivables; and

Disclosure of
estimation uncertainty, in particular
quantification of sensitivities of expected credit losses to
changes in assumptions; and

Aligns hedging requirements more
management practices than IAS 39.

closely

to

risk

Discussion of the business model
classification of financial assets.

in

assessing

the

Banking is the sector most significantly affected by IFRS 9, principally owing
to the introduction of the expected credit loss model. Outside the banking
sector, IFRS 9 has generally not had a material effect. Consequently, this
thematic review focuses on the quality of interim disclosures in banking
entities although other sectors are also considered. It aims to provide useful
guidance for companies when considering the completeness of their
upcoming, and more extensive, year-end disclosures.

We encourage preparers to carefully consider the extent of disclosures
included within their upcoming annual reports. Companies should aim to
ensure not only that mandatory disclosure requirements have been met,
but that sufficient explanation of concepts, elaboration of judgements
made and conclusions reached have also been provided, where material.

Key findings

We recognise that it may not be possible to implement all of our
recommendations in 2018 annual reports. As disclosures develop, we will
continue to review best practice.

We noted some good examples of disclosure, some of which are highlighted
in this report. These excerpts of published interim accounts are intended to
illustrate helpful ways of communicating the effect of adopting IFRS 9 to
users.

We hope preparers find this review useful and we encourage engagement
with external auditors to plan for the upcoming annual reporting period.

Our review also identified a number of areas where disclosure could be
improved, and some areas where no disclosure had been provided at all.
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Overview of the thematic
Scope of our review

Our sample

Our review consisted of a limited scope desktop review of the interim
financial statements of a sample of companies. Our focus was on the
adequacy of disclosures regarding the effect of the transition to IFRS 9 in
the first year of adoption. We have only considered IFRS 9 transition
documents published by the major banks to the extent necessary to support
the interim disclosures.

We reviewed the interim financial statements of a sample of 15 entities.
This sample was skewed to banking entities, including one building
society1. We also included one life insurance company that had adopted
the deferral method to assess the adequacy of its disclosures regarding
this decision.

Industries sampled

The application of the expected credit loss (‘ECL’) model by banks, and
especially the larger banks, requires the use of complicated models to
determine the level of loan loss provisions. Our review did not consider the
reasonableness of the assumptions used in those models nor did we assess
the appropriateness of the methodologies applied.

Interim disclosure requirements
IAS 34 ‘Interim Reporting’ does not specify how much detail entities must
provide when explaining changes in accounting policy in interim accounts.
The extent of disclosures is therefore largely left to management’s
judgement.
Where the adoption of IFRS 9 has had a significant impact for a company,
we expect management to consider the requirements of IAS 8 ‘Accounting
Policies, Changes in Accounting Estimates and Errors’ in order adequately
to explain the adjustments made to financial statement line items for the
comparative period(s). In addition, companies should consider the additional
transitional disclosure requirements in IFRS 7 ‘Financial Instruments:
Disclosures’ which are intended to explain the impact of the adoption of
IFRS 9.
We also expect management to ensure that the disclosures are of a
sufficient level of granularity as to allow users to understand fully the extent
to which IFRS 9 has had an impact on the business. Consequently, we
expect the disclosures for banks to be considerably more detailed than
those for the non-banking sector.
1 References

7%

Banks (including
building societies)

7%

Oil & Gas
13%

13%

Insurance
60%

Travel & Leisure
Mining

We intend to review the full-year accounts of companies in
our sample whose interim disclosures were weaker, to
ensure improvements have been made at the year-end.

to banks and banking entities throughout this report include the building society selected for review.
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Transition
Comparatives
As permitted by IFRS 9, none of the entities
restated comparatives, although a number of
banks voluntarily presented their credit risk
disclosures at 1 January 2018 on an IFRS 9
basis to enable greater comparability.

Classification and
measurement
Most of the entities reviewed provided a
reconciliation of the key balance sheet line items
to highlight the key changes in classification
between IAS 39 and IFRS 9. The qualitative
analysis of the differences in classification could
be improved. Most entities chose to set out the
revised accounting policy under IFRS 9 without
explanation of the key changes in the
classification of assets and liabilities.

Impairment

Hedging

The only entities materially affected by the new
requirements were banks. We found that there was
no evidence that banks were taking advantage of
some of the transitional exemptions permitted
under IFRS 9.

None of the banks reviewed have adopted the
hedging requirements under IFRS 9, all opting to
continue to apply IAS 39. With the exception of
the life assurer, the non-banking entities
reviewed did adopt IFRS 9 hedging but few
provided details of the new requirements
compared to those under IAS 39.

Two banks provided a helpful analysis of the
differences in the key terms in IFRS 9 and IAS 39.
Most others provided a reconciliation of the
impairment provisions under IAS 39 to the ECL
provision under IFRS 9.
Most banks did not provide detail of key
assumptions made on transition, in particular, to
assess the probability of default (‘PD’) at origination
and significant increase in credit risk for loans
originating prior to 2018.
None of the banks disclosed that they were unable
to determine significant increase in credit risk
because it would require undue cost or effort.

Two entities used the adoption of IFRS 9 as an
opportunity to review the overall presentation of
Examples of good disclosure…
assets and liabilities. As a result, changes were
made to the presentation of certain items which Virgin Money provided a helpful reconciliation of
were considered to be more relevant for users of impairment provisions under IAS 39 to the expected
the accounts. Where this was the case, we loss provisions under IFRS 9.
found that they provided clear explanation of the
changes made.

Points to remember on transition
IFRS 7 has a number of additional transitional
disclosures which are required on adoption of
IFRS 9.
We expect the impact on deferred tax as a
result of the transition to IFRS 9 to be
considered and disclosed where material.
Companies will need to update hedging
documentation and assess the effectiveness of
existing hedges on application of the new
hedging requirements.
An adjustment within opening equity is required
for the time value of options where only the
intrinsic value of the option was designated as
a hedging instrument under IAS 39.
Companies
should
explain
any
key
assumptions adopted on implementation of
IFRS 9. We expect companies to explain and,
where possible, quantify the material
differences between IAS 39 and IFRS 9.

Own credit risk
Only the large banks in our sample have
designated financial liabilities at FVTPL and thus
present changes in own credit risk in OCI. All
early adopted these requirements in their 2017
annual report and accounts.

- Virgin Money Holdings (UK) plc, p19

For example, the requirement to determine ECL on
undrawn commitments could be a material change for
banks with a large retail portfolio. We therefore expect
the impact to be quantified.
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Transition (continued)
Examples of good disclosure…
We found HSBC’s manner of setting out the quantitative effect on the balance sheet of transition to IFRS 9 helpful. It was clear and provided the reader with a good
understanding of how the new standard specifically affected the company.

Impact broken down
into principal impact
categories

Clear comparison of
measurement
classifications under
IAS 39 and IFRS 9

Impact on each Balance
Sheet line item disclosed

- HSBC Holdings plc, p107
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Non-banking entities
IFRS 9 did not have a material
effect on the results of nonbanking entities

Insurance companies
We observed that the impact of IFRS 9 on general
insurers was not material as most assets are
managed on a fair value basis.
Most life assurers have applied the temporary
exemption in IFRS 4 ‘Insurance Contracts’ and
have opted to defer implementation of IFRS 9
until 1 January 2021. The life assurance company
reviewed provided adequate explanation as to
how it met the criteria for deferral.

Using the 2017 auditor’s assessment of
materiality as a guide, we observed that IFRS 9
did not materially affect the results of the nonbanking entities we reviewed. Notwithstanding
this, we were pleased to see that non-banking
entities provided some useful disclosures The main issues identified in our review of nonexplaining the effect of adopting IFRS 9.
banking entities were:
We identified one example of a contract that
failed the solely payments of principal and
interest (SPPI) test and was classified in its
entirety as FVTPL. This was clearly explained by
the company. Whilst trade receivables and basic
loans will usually meet the SPPI test, commodity
purchase
contracts
that
have
repricing
mechanisms or receivables linked to the value of
an asset, such as housebuilders’ shared equity
schemes, will usually fail the test.
As mentioned previously, with the exception of
the life assurer, all non-banking entities reviewed
had adopted IFRS 9’s hedging requirements,
explaining that existing hedges under IAS 39
continued to qualify for hedge accounting under
IFRS 9. Under IFRS 9, the time value of options
has to be recognised as a cost of hedging in OCI
and accumulated in a separate component of
equity. Where only the intrinsic value of the
option was previously designated as a hedging
instrument, an adjustment within opening equity
will be required on transition. The entities in our
sample that used options to hedge had made this
adjustment.

Although we would expect non-banking
entities generally to have a hold-to-collect
business model, in many cases this was
not clarified.
In one case, IAS 39 terminology
(‘available for sale’) continued to be used
for the interim balance sheet.
Only two entities clarified that they had
adopted
the
simplified
approach,
recognising full lifetime credit losses on
initial recognition. We acknowledge that
there may not be a material difference
between the three-bucket approach and
the simplified approach when trade
receivables have short credit terms but it
would be helpful if this could be clarified.
One company in our sample had very
significant equity and debt security
investments but the explanation of the
IFRS 9 classification (FVOCI) could have
been improved.

Points to consider for non-banking entities
Many of the transition disclosure requirements
will not be required.
However, we expect companies to explain why
the impact is not material, particularly given that
many non-banking companies recognise material
financial instruments in their accounts
Take care not to overlook categories of financial
instruments or assume too readily that IFRS 9
has no effect. For example IFRS 9’s impairment
provisions have been extended to include IFRS
15 contract assets and apply to loans to joint
ventures and, for parent companies, loans to
subsidiaries.
Remember where a host contract containing an
embedded derivative is a financial asset, the
embedded derivative feature will usually result in
the entire asset being measured at fair value.
Embedded derivatives should, however, continue
to be separated where (i) the derivative is not
closely related to the host contract and the host
contract is a financial liability; or (ii) where the
host contract is not a financial asset.
Under IFRS 9 it is necessary to reconsider the
accounting for previous modifications of debt that
did not result in derecognition, e.g. a refinancing
that did not result in the loan being
derecognised. Whilst the previous practice was
to adjust the interest rate going forward for the
modified terms and costs incurred, under IFRS 9
a gain or loss must be recognised to preserve
the original effective interest rate.
Remember
that
IFRS
7’s
disclosure
requirements have been expanded by IFRS 9.
This should be factored into preparations for the
2018 report and accounts.
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Banks Classification and
measurement
One of the key interim disclosure requirements
in the first year of applying a new accounting
standard is to provide adequate explanation of
the nature and effect of any changes in
accounting policies.
Most of the banks reviewed provided detailed
reconciliations of the impact on the balance
sheet of the change in measurement categories
following implementation of IFRS 9.
Nearly all provided a description of the
classification categories under IFRS 9 and the
application of the business model and SPPI
tests. However, we found that the quality of this
disclosure varied greatly, with a marked
difference between the larger and smaller banks.
For example, gains and losses on equity
securities designated at FVOCI are recognised
in equity and cannot be recycled
Examples of good disclosure…
“Non-trading equity instruments acquired for
strategic purposes rather than capital gain may be
irrevocably designated at initial recognition as held
at FVOCI on an instrument by instrument basis.
Dividends received are recognised in profit or loss.
Gains and losses arising from changes in the fair
value of these instruments, including foreign
exchange gains and losses, are recognised directly
in equity and are never reclassified to profit or loss
even on derecognition.”
- Standard Chartered plc, p102

The main issues identified in this area were:

Examples of good disclosure…

Whilst most banks discussed the
implications of loan modifications in
assessing significant increase in credit
risk and staging, only three discussed
the
accounting
implications
of
modifications which do not result in
derecognition

“Financial assets that are held to collect contractual
cash flows where those cash flows represent solely
payments of principal and interest are measured at
amortised cost. A basic lending arrangement
results in contractual cash flows that are solely
payments of principal and interest on the principal
amount outstanding. Where the contractual cash
flows introduce exposure to risks or volatility
unrelated to a basic lending arrangement such as
changes in equity prices or commodity prices, the
payments do not comprise solely principal and
interest. Financial assets measured at amortised
cost are predominantly loans and advances to
customers and banks together with certain debt
securities. Loans and advances are initially
recognised when cash is advanced to the borrower
at fair value inclusive of transaction costs. Interest
income is accounted for using the effective interest
method”
- Lloyds Banking Group plc, p59

Not all banks disclosed the treatment of
gains and losses in profit or loss or other
comprehensive income

Points
to
consider
when
classification and measurement

Use of boilerplate language which was
generic and was often directly quoted
from the standard
Where assets and liabilities were
designated at FVTPL or, in the case of
equity securities, at FVOCI, there was
little explanation of the reasons for such
designations; most banks quoted the
designation criteria directly from the
standard

Whilst we have no concerns regarding
the classifications adopted, we found that
descriptions of the business model were
often generic and did not address, for
example, assets held for liquidity
purposes.

For example, factors which are likely to prevent a
financial asset meeting the SPPI test,
assessment of the business model criteria and
determination of the period over which cash
flows are assessed.

explaining

Avoid the use of boilerplate language or
quoting directly from the standard.
Where assets or liabilities have been
designated to a measurement category,
companies should explain how they have met
the criteria for designation.
Remember to address the key elements of
IFRS 9 classification requirements in disclosing
the accounting policies, including modifications,
reclassification, recognition and derecognition.
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Banks –
Impairment: Policies
and methodologies

Examples of good disclosure…

On the whole, the disclosures were generally
good regarding the policies and methodologies
adopted in determination of ECLs.
Most of the banks defined the key terms
underlying the ECL models and explained the
basis on which probability of default, loss given
default and exposure at default were determined
for both retail and wholesale portfolios. In
addition, the banks clearly explained how the
expected life of assets was determined, in
particular for credit cards and other revolving
credit facilities.
The main issues identified in this area were:
A number of banks disclosed that they
used regulatory models as a starting
point for the development of the IFRS 9
models. However, few banks provided a
comparison of the key terms and
differences between the models used to
determine ECLs under IFRS 9 compared
to the regulatory models.

- Standard Chartered plc, p53
Examples of good disclosure…
“The maximum period considered when measuring
ECL (be it 12-month or lifetime ECL) is the
maximum contractual period over which HSBC is
exposed to credit risk. For wholesale overdrafts,
credit risk management actions are taken no less
frequently than on an annual basis and therefore
this period is to the expected date of the next
substantive credit review. The date of the
substantive credit review also represents the initial
recognition of the new facility. However, where the
financial instrument includes both a drawn and
undrawn commitment and the contractual ability to
demand repayment and cancel the undrawn
commitment does not serve to limit HSBC’s
exposure to credit risk to the contractual notice
period, the contractual period does not determine
the maximum period considered. Instead, ECL is
measured over the period HSBC remains exposed
to credit risk that is not mitigated by credit risk
management actions.“ - HSBC Holdings plc, p86

Points to consider when explaining policies
and methodologies
Avoid the use of boilerplate language or
quoting directly from the standard.
IFRS 7 requires disclosure of inputs,
assumptions and estimation techniques used to
determine ECLs. Users may find it helpful to
understand how the ECL models differ from
those used for regulatory purposes, particularly
where regulatory models are used as a basis
for ECL.
The policy should be sufficiently granular to
enable users to understand the differences in
the approach to model ECLs for significant
product or business lines.
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Banks – Impairment: Policies and methodologies (continued)
Examples of good disclosure…
The Royal Bank of Scotland provided a good analysis of the key terms of IFRS 9 compared to those under IAS 39 and the regulatory framework.

- Royal Bank of Scotland plc, App 2 p4-5
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Banks –
Impairment: Staging
and credit risk profile
Some smaller banks provided
insufficient disclosure of the credit
risk profile and analysis of staging
for key portfolios
The most significant disclosure for banks is the
determination of credit risk for key portfolios. On
the whole, the qualitative disclosure was good.
All of the banks explained the difference
between the stages and the measurement of the
ECL at each stage. In addition, the banks
defined how assets fell into each of the stages,
specifically how significant increases in credit
risk and default were assessed. Only one of the
banks disclosed that it used the practical
expedient for assets deemed to be of low credit
risk.
We found it disappointing that two of the smaller
banks did not provide an analysis of the credit
risk profile of major portfolios, for example gross
and net exposures by stage. The larger banks
provided an analysis of balances for major
portfolios which showed a split of gross
exposures and ECLs between the three stages
and the impact of backstops on stage 2.

In addition, most of the larger banks mapped the
distribution of assets by stage to their internal
credit quality classifications used for risk
management purposes.
Nearly all of the banks reviewed discussed the
impact of cure periods, including explanation as
to how long a balance must remain in stage 3
once it is no longer in default.
The main issues identified in this area were:
Although not strictly a requirement for
interim reports, only two banks provided
an analysis of the movement in gross
exposures and associated ECLs during
the period, including movement between
stages
We expected most banks with significant
retail banking portfolios to assess
significant increase in credit risk on a
collective basis or through the use of
cohorts. However, it was not always
clear if this was the case. We expect the
banks to disclose how assets are
grouped and how the assessment of
significant increase in credit risk is
performed.
Only one bank clarified that it used a 12
month PD as a proxy for lifetime PD in
assessing whether there had been a
significant increase in credit risk for retail
portfolios.

Examples of good disclosure…
“IFRS 9 contains a rebuttable presumption that default occurs no later than when a payment is 90 days
past due. The Group uses this 90 day backstop for all its products except for UK mortgages. For UK
mortgages, the Group has assumed a backstop of 180 days past due as mortgage exposures more than
90 days past due, but less than 180 days, typically show high cure rates and this aligns to the Group’s
risk management practices.”
- Lloyds Banking Group plc, p61

Examples of good disclosure…
“ECLs are calculated by multiplying three main
components, being the PD, LGD and the EAD,
discounted at the original EIR. The regulatory
Basel Committee of Banking Supervisors (BCBS)
ECL calculations are leveraged for IFRS 9
modelling but adjusted for key differences which
include: ….
• ECL is measured at the individual financial
instrument level, however a collective approach
where financial instruments with similar risk
characteristics are grouped together, with
apportionment
to
individual
financial
instruments, is used where effects can only be
seen at a collective level, for example for
forward-looking information.”
- Barclays plc, p59

Points to consider when explaining staging and
credit risk profile
Disclosure should explain the qualitative and
quantitative criteria used to assess if a financial
asset is in stage 2 or 3, including the use of
backstops and the impact of any cure or
probation criteria.
Banks should clarify the basis on which assets
are assessed. Where on a collective basis, the
apportionment of the effect to individual assets
should be clear.
Banks should disclose where a 12 month PD is
used as a proxy for lifetime PD to assess
whether a significant increase in credit risk has
occurred for material portfolios.
If non-performing loans are disclosed in the
annual accounts, we expect these amounts to
be reconciled to the stage 3 credit impaired
balances.
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Banks – Impairment: Staging and credit risk profile (continued)
Examples of good disclosure…

Examples of good disclosure…

HSBC analysed the movements in gross exposures and ECLs for the period:

Standard Chartered mapped its internal credit ratings to the IFRS 9 stages:

- HSBC Holdings plc, p52

Clear analysis of movements between
stages for both gross exposures and ECL

Mapping of stages to internal credit quality
ratings

Impact of the backstop on stage 2
balances

- Standard Chartered plc, p33-34
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Banks –
Impairment: Alternative
economic scenarios

Difference between base case and
the ECL provision quantified

Examples of good disclosure…

Disclosures of the use of multiple
economic scenarios were generally
good
ECLs do not respond to changes in the
macroeconomy on a linear basis. IFRS 9
requires that expected credit losses are
measured in a way that reflects an unbiased
probability-weighted amount that is determined
by evaluating a range of possible outcomes.
Banks simulate multiple economic scenarios in
order to account for the potential non-linearity.
With the exception of two entities, the banks
reviewed discussed the use of scenario analysis
to determine ECL. Key highlights included
disclosure of:
• the number of scenarios applied, although not
all banks disclosed the weighting applied to
each scenario;
• the economic assumptions underlying the
base case scenario. A number of the larger
banks with an international presence
provided
the
assumptions
for
key
geographical areas; and
• differences in the application of multiple
economic scenarios to Retail and Wholesale
portfolios.
The main issue identified in this area was:
Whilst banks referred to the need to
make additional adjustments (overlays) to
the models only two quantified the
adjustments made.

-Virgin Money Holdings (UK) plc, p63
Key assumptions
identified
Probability weighting for each scenario
is clearly disclosed
Examples of good disclosure…
“A management overlay of $245m has been
included in the 30 June 2018 ECL, adding to the
result from the consensus economic scenarios;
$150m of this relates to Wholesale, and $95m to
Retail, to address the current economic uncertainty
in the UK. This overlay was raised at transition on
1 January 2018 and reflected management’s
judgement that the consensus economic scenarios
did not fully reflect the high degree of uncertainty in
estimating the distribution of ECL for UK
portfolios...”
- HSBC Holdings plc, p51

Points to consider when explaining alternative
economic scenarios
We expect banks to explain how alternative
economic outcomes are selected from a range
of possible outcomes and to provide a
description of scenario weightings.
Key economic variables used to determine the
central scenario should be disclosed.
Where
there
are
material
additional
adjustments (overlays) which are used to
capture factors not specifically embedded in the
models used, these should be disclosed.
The difference between the base case scenario
and the ECL provision should be quantified.

13

Financial Reporting Council ‖ IFRS 9 Thematic Review

Banks: Judgements and
estimation uncertainty

Examples of good disclosure…

Whilst not a strict requirement of interim reports,
most banks disclosed helpful information about the
judgements made in applying IFRS 9. These
disclosures assist the reader in understanding how
the new standard has been applied to facts and
circumstances specific to the company’s business
model.
IFRS 7 requires disclosure of the key judgements
and assumptions used to classify and measure
financial instruments. We therefore expect
companies’ year-end disclosures about significant
judgements, which are in addition to the
requirements of IAS 1, to be more extensive than
the information that was disclosed for the interim
period.

- Royal Bank of Scotland plc, App2 p6

Disclosure examples
Accounting
judgement

Significant increase in
credit risk

•
•
•
•

Description of the qualitative and quantitative measures used to determine significant increase in credit
risk
Use of the 30 days past due backstop and rationale if rebutted
Whether 12 month PD has been used as a proxy for lifetime PD
Whether significant increase in credit risk has been determined on a portfolio basis

Accounting
judgement

Definition of default

•
•
•

How the definition of default aligns to the regulatory definition
Interaction with forbearance and other concessions
Use of the 90 days past due backstop and rationale if rebutted

Estimation
uncertainty

Economic scenarios

•

Key economic assumptions used to determine the base case scenario

Estimation
uncertainty

Asset lifetimes

•
•

Approach for revolving credit facilities such as credit cards and overdrafts
Use and impact of behavioural factors such as refinancing or prepayment
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Banks: judgements and estimation
uncertainty (continued)
All banks disclosed key assumptions in the determination of ECLs and
noted that, in the future, there will be greater volatility in impairment
given the uncertainty inherent in the use of forward looking information.
None of the banks provided quantitative information on the sensitivity of
ECL balances to changes in key assumptions.
Whilst not strictly a requirement for interim reporting, IAS 1 requires
disclosure of assumptions and major sources of estimation uncertainty at
the end of the reporting period that have a significant risk of material
adjustment to the carrying amounts of assets and liabilities within the
next financial year. This has been an area of focus for the FRC and was
the subject of a thematic review in 20171.
In January 2018, the PRA sent an open letter to CFOs outlining their
expectations for banks to provide quantitative sensitivity information in
addition to that required under IAS 1 in order for users to better
understand the uncertainty in the staging and provisioning levels, and
the impact of changes in credit conditions on ECL measurement.
Historically, this has been an area where the banks’ disclosures have
required improvement. Given the increased subjectivity involved in
determining ECLs, we expect banks to provide both qualitative and
quantitative information, which discloses the sensitivity of ECL amounts
to assumptions and estimates, and/or a range of reasonably possible
outcomes within the next financial year.

1 Available

from the FRC website https://www.frc.org.uk/getattachment/42301e27-68d8-4676-be4c-0f5605d1b467/091117-Judgements-and-Estimates-CRR-thematic-review.pdf
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Next steps
Impact on our future reviews
We intend to review the full-year accounts of entities in our sample whose
interim disclosures were weaker, to ensure improvements have been
implemented at the year-end. Our review sample for 2019 will also include
a number of companies not considered as part of this thematic. We will
engage in correspondence with those entities whose disclosures are
considered inadequate.

Quick checks: have you met the annual
disclosure requirements about…?

Business
model

Governance

Key points for companies to consider when
preparing year-end disclosures
The year-end disclosure requirements of IFRS 9 are more extensive than
those required for interim reporting purposes.

Fair, balanced
and
understandable

Capital
management –
effect on capital

We encourage companies to invest the time during their upcoming yearend reporting cycle to ensure that:
explanations of the impact of transition are comprehensive, and
are linked to other information disclosed in the annual report;
changes made to accounting policies (including the reasons for
these changes and associated judgements) are clearly articulated
and convey company-specific information;

Estimation
uncertainty

Significant
judgements

disclosures are sufficiently granular to enable users to
understand the impact on the business and key portfolios; and
there is clear linkage to the business model and risk
management strategy which underpin the classification and
hedging requirements of IFRS 9.
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Information about the Financial Reporting Council can be found at:
https://www.frc.org.uk
Follow us on

Twitter @FRCnews or Linked

The FRC’s mission is to promote transparency and integrity in business.
The FRC sets the UK Corporate Governance and Stewardship Codes
and UK standards for accounting and actuarial work; monitors and takes
action to promote the quality of corporate reporting; and operates
independent enforcement arrangements for accountants and actuaries.
As the Competent Authority for audit in the UK the FRC sets auditing and
ethical standards and monitors and enforces audit quality.
The FRC does not accept any liability to any party for any loss, damage
or costs howsoever arising, whether directly or indirectly, whether in
contract, tort or otherwise from any action or decision taken (or not taken)
as a result of any person relying on or otherwise using this document or
arising from any omission from it.
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