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Dear Andrew, Jon and Sam  

We write on behalf of the Taskforce on Disclosures about Expected Credit Losses 
('DECL Taskforce') to provide you with a copy of the Taskforce's second report 
Recommendations on a comprehensive set of IFRS 9 Expected Credit Loss disclosures 
(now including some illustrative examples and other guidance material). We will be 
publishing the report next week.  

At the beginning of 2018, the accounting basis for credit loss provisioning was changed 
from incurred loss to expected credit loss (‘ECL’).  There are a lot more ‘moving parts’ in 
an ECL provision than an incurred loss provision, and also more judgement.  Preparers 
and users of accounts alike are still developing their understanding of how ECL 
numbers behave as circumstances change.  This all makes it essential that there is 
good public disclosure about ECL.   

There are ECL disclosure requirements in IFRS 7 Financial Instruments: Disclosures, 
and the December 2015 report of the Enhanced Disclosure Task Force ('EDTF') also 
contains some recommendations on the subject.  Nevertheless, it is still very 
challenging to develop a comprehensive set of appropriately detailed and targeted ECL 
disclosures, and providing disclosures that achieve the desired degree of comparability 
between firms is even more challenging.  

This has been a concern for banks and building societies reporting under IFRS 
(‘banks’), because they want the market to understand their ECL numbers.  It is also of 



 

course a concern for users of their financial reports.  Recognising this, your 
organisations set up the DECL Taskforce - a partnership between the preparer 
community and the investor and analyst community – to develop a shared vision of what 
good, comparable ECL disclosure might look like.  

You asked the Taskforce to work first on developing recommendations outlining the 
information content of a "comprehensive set of appropriately detailed and targeted 
disclosures", then on developing recommendations on how that information can be 
presented in a way that enhances comparability between banks. Our first report, which 
was published in November 2018, sought to meet the first objective and our second report 
is designed to meet the second.1   

The report’s focus is on disclosure by the UK's biggest banks, although we think the 
recommendations will be of value to a wider group of banks.   

The report builds on the existing IFRS requirements and EDTF recommendations, adding 
recommendations and guidance on for example the detailed scope and focus of the 
information to be provided, how the information should be linked to other information 
disclosed and, in some cases, the level of detail or type of analysis to be provided. 
Illustrative examples, suggesting how the recommended disclosures could be presented in 
a broadly harmonised way from bank-to-bank, are provided in support of the main 
recommendations.  Recognising the importance users attach to understanding how ECL 
provisions respond to changing economic conditions, there is substantial material in the 
report on disclosures about: 

 how the ECL provisions have changed over the reporting period and the drivers of 
that change,  

 the forward-looking macro-economic conditions used in the ECL estimate, and 

 the sensitivity of the ECL estimate to that forward-looking information.  

Banks’ capabilities - in terms of the ECL disclosures they can provide - are still evolving, 
and the Taskforce accommodated that in its first report by setting out a 'stretching' set of 
recommendations.2  The Taskforce regards the new material in this second report to be 
similarly stretching. 

Now that both the issues you asked the Taskforce to work on have been addressed, the 
Taskforce intends to allow the focus to shift to implementation - although it will also be 
considering over the next few months what, if anything, it might do next to help ensure 
ECL disclosure practice develops appropriately.  One thing that is certain is that practice 
will continue to evolve. That is partly because, as already explained, banks’ capabilities are 
still evolving but it is also because users' understanding of ECL is still developing and the 
disclosures they find useful are likely to change as their understanding grows. Facts and 
circumstances also change, and that too has an impact on what good disclosure looks like. 
It is important that the Taskforce’s recommendations and guidance do not stand in the way 
of that further development, but we believe that will not be an issue for a few years yet.  

                                                           
1 The second report contains the recommendations from the first report and therefore supersedes it.  

2 So, although we suspected at the time we issued our first report (November 2018) that not all of the UK's biggest banks 
would be able to adopt all the recommendations immediately, we believed they could all be adopted by all those banks within 
two or three years of that report’s publication. 



 

We would like to finish by thanking our fellow Taskforce members for the time and effort 
they have spent on developing this report. We also thank the members of the secretariat 
for their commitment, contributions and simply for making everything happen. Finally, we 
thank your organisations for recognising several years ago the role that you could play in 
this very important subject and for taking the steps necessary to fulfil that role - and of 
course for your support.  

Yours sincerely  

 
Simon Samuels   David Joyce 
Taskforce Co-Chair   Taskforce Co-Chair 
& Veritum Partners   & Lloyds Banking Group  

 

 

Enclosure: 'Recommendations on a comprehensive set of IFRS 9 Expected Credit Loss disclosures (now 
including some illustrative examples and other guidance material): A report prepared by the Taskforce on 
Disclosures about Expected Credit Losses'. 


