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* All cases consider the classification of a five-year term loan, fully drawn down and with a due date of Dec 31, 20X6.
* Loan covenants are based on the entity’s financial position.
* If breached, Bank (lender) can demand immediate repayment of the loan.

Condition -
working capital 1.10 1.10 1.10 1.10
(WC) ratio
Testing dates Every annual Dec 31 Every annual Jun 30 End of each calendar quarter End of each calendar quarter (i.e. Dec 20X1, Mar 20X2)
(i.e. Dec 20X1, Mar 20X2)
The covenant is assessed
based on the audited
financial statements that
are required to be provided
to the bank by 31 March of
the following year.
Compliance 1.00 Jun30,20X1 1.12 Complied with the covenants Complied with the covenants on all test dates prior to Dec 20X1
with condition Dec31,20X1 1.05 on all test dates prior to Dec
at Dec 20X1 20X1 Dec 31, 20X1 1.05
(i.e. both (obtained the waiver on or before Dec 31, 20X1)
those Dec 31, 20X1 1.05
conditions at (obtained the waiver on or
the reporting before Dec 31, 20X1)
date and
thereafter) Expects the WC ratio to be  Expects the WC ratio to Expects the WC ratio to be Terms and conditions of the waiver are as follows:

1.15 at March 20X2 be 1.15 at Jun 30, 20X2 1.15 at March 20X2 - the 31 December 20X1 covenant test is removed and as such
not to be tested; and
- anew covenant test is introduced on 28 February 20X2 (which
may be either the same as otherwise required by the loan
agreement, or another one).

'
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* All cases consider the classification of a five-year term loan, fully drawn down and with a due date of Dec 31, 20X6.
* Loan covenants are based on the entity’s financial position.
* If breached, Bank (lender) can demand immediate repayment of the loan.

Case 1
Condition - working capital

(WC) ratio 1.10 . .
At the period end, does the entity have a

right to defer the settlement of the
liabilities for at least 12 months?

The covenant is assessed based on the ¥
audited financial statements that are - A

Testing dates Every annual Dec 31.

v’ As at Dec 31, 20X1, WC ratio is below the
required ratio of 1.1.
v’ The liability is classified as current

required to be provided to the bank by 31
March of the following year.

Compliance with condition 1.00
at Dec 20X1 (i.e. both those
conditions at the reporting

Expects the WC ratio to be 1.15 at March
date and thereafter) e

20X2
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All cases consider the classification of a five-year term loan, fully drawn down and with a due date of Dec 31, 20X6.
Loan covenants are based on the entity’s financial position.
If breached, Bank (lender) can demand immediate repayment of the loan.

Condition - working capital
(WC) ratio

Testing dates

Compliance with
condition at Dec 20X1 (i.e.
both those conditions at
the reporting date and
thereafter)

o

1.10

Every annual Jun 30
Jun 30,20X1  1.12
Dec 31,20X1 1.05

Expects the WC ratio to be
1.15 at Jun 30, 20X2

=)

A—

At the period end, does the entity have a right to defer the settlement of the

liabilities for at least 12 months?

v Yes.

v The covenant was met on Jun 30, 20X1. The liability is classified as Non-
current.

v' Shall disclose the information regarding the risk of loan becoming repayable
within 12 months after reporting period (TAS 1:76an) and consider the impact
on Entity A’s ability to continue as a going concern.

a) information about the covenants (including the nature
of the covenants and when the entity is required to
comply with them) and the carrying amount of related
liabilities.

b) facts and circumstances, if any, that indicate the entity
may have difficulty complying with the covenants. Such
facts and circumstances could also include the fact that
the entity would not have complied with the covenants
if they were assessed for compliance based on entity’s
circumstances at the end of the reporting period.
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* All cases consider the classification of a five-year term loan, fully drawn down and with a due date of Dec 31, 20X6.
* Loan covenants are based on the entity’s financial position.
* If breached, Bank (lender) can demand immediate repayment of the loan.

At the period end, does the entity have a right to defer the settlement

of the liabilities for at least 12 months?

v’ It depends.

CEELUIED = e G Additional analysis is required:

(WC) ratio 1.10 v' considers whether its right to defer settlement of the liability for at

Testing dates End of each calendar quarter (i.e. least 12 months after the reporting period has substance and exists at
Dec 20X1, Mar 20X2) Dec 31, 20X1

Compliance with condition Complied with the covenants on - v’ Assesses the waiver obtained, consultations with legal advisers may

at Dec 20X1 (i.e. both those  all test dates prior to Dec 20X1 be necessary.

conditions at the reporting v" If Entity A concludes that the loan should be classified as non-

date and thereafter) Dec 31, 20X1 1.05 current, additional disclosure is required

(obtained the waiver on or before
Dec 31, 20X1)

a) information about the covenants (including the nature of the
covenants and when the entity is required to comply with
them) and the carrying amount of related liabilities.

b) facts and circumstances, if any, that indicate the entity may
have difficulty complying with the covenants. Such facts and
circumstances could also include the fact that the entity
would not have complied with the covenants if they were
assessed for compliance based on entity’s circumstances at
the end of the reporting period.

Expects the WC ratio to be 1.15
at March 20X2
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All cases consider the classification of a five-year term loan, fully drawn down and with a due date of Dec 31, 20X6.
Loan covenants are based on the entity’s financial position.
If breached, Bank (lender) can demand immediate repayment of the loan.

Condition -
working capital
(WC) ratio

Testing dates

Compliance with
condition at Dec
20X1 (i.e. both
those conditions
at the reporting
date and
thereafter)

Case 4

At the period end, does the entity have a right to defer the settlement of

the liabilities for at least 12 months?

1.10 v Yes
- v’ Because the Dec 31 20X1 covenant test is removed, as at this date
End of each calendar quarter (i.e. Dec 20X1, Mar 20X2) Entity A’s right to defer settlement of the loan liability is dependent on
compliance with the Feb 28, 20X2 covenant test which is after the end
Sep 30, 20X1 1.15 - of the reporting period and as such this covenant does not affect the
Dec 31, 20X1 1.05 classification of the loan as at Dec 31, 20X1.

(obtained the waiver on or before Dec 31, 20X1)
v Shall disclose the information regarding the risk of loan becoming

repayable within 12 months after reporting period (TAS 1:76sn) and

Terms and conditions of the waiver are a_s follows: consider the impact on Entity A’s ability to continue as a going concern.
- the 31 December 20X1 covenant test is removed and as

such not to be tested; and

- anew covenant test is introduced on Feb 28, 20X2 (which
may be either the same as otherwise required by the loan
agreement, or another one).

YU SNe1RTIIUTIUN d55AESNNINGFIN FuaudnIndyd 9




Example: Disclosure

Notes to the condensed consolidated interim financial
statements (continued)

18. Loans and borrowings (continued)
D. Secured bank loan®

The Group has a secured bank loan with a carrying amount of EUR 3,460 thousand at

30 June 2024 (2023: EUR 3,460 thousand). This loan is repayable in tranches within five years.
However, the loan contains a covenant stating that at the end of each quarter the Group's debt
{defined in the loan arrangement as the Group’s loans and borrowings and trade and other
payables) cannot exceed 2.5 times the Group's quarterly revenue from continuing operations,
otherwise the loan will be repayable on demand.

The Group complied with the covenant at the end of the first and second quarters of 2024.
Accordingly, the loan is classified as a non-current liability at 30 June 2024.

The Group expects to comply with the quarterly covenants for at least 12 months after the
reporting date.

Source: Illustrative disclosures - Guide to condensed interim financial statements (kpme.com
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https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2024/03/isg-2024-interim-ifs.pdf
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[Supplier Finance Arrangement

Company m Financial institutions
agrees to pay = —.  offer to pay amounts
according to the - Financial L=1) o company owes its
arrangement. Institutions suppliers
ke (<)
Company Supplier

7

These arrangements provide the company with extended payment
. terms, or the company’s suppliers with early payment terms, compared
to the related invoice payment due date.

Source: https://www.ifrs.org/projects/completed-projects/2023/supplier-finance-arrangements/webcast-supplier-finance-arrangements/

Supply chain finance, payables
finance or reverse factoring
arrangements

Arrangements that are solely credit
enhancements or used to settle
directly with a supplier the amounts
owed




[Supplier Finance Arrangement J

e Entity A (Buyer) enters into an arrangement with a Bank that allows Entity B (Supplier) to be paid by the Bank in 30 days with
Entity A paying the Bank in 120 days.
* Normal payment terms (not subject to such an arrangement) are 30 days.

The liabilities of Entity A should be presented as part of:

Borrowings

Extending the credit terms beyond the maximum 30 days (e.g. 60 or 120 days) could be indicative that the liability represents
funding for the Buyer as the extension would provide a significantly extended credit period to the Buyer beyond what would be

customary for purchases from the Supplier.
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[Supplier Finance Arrangement J

* Entity A (Buyer) purchases goods from Entity B (Supplier).

* Entity A enters into a supplier financing arrangement with its Bank and Entity B.

* According to the agreement, the total cost of goods will be $55,000, the same value that would have been paid had the
transaction not been part of this arrangement.

* However, on sale of the invoice to the Bank, Entity B receives only $50,000. The difference is due to financing costs payable to

the Bank by Entity B.

The liabilities of Entity A should be presented as part of:

Trade Payables

Total cost of goods ($55,000) is the same as the price Entity A would ordinarily pay to Entity B in the absence of the arrangement.

Entity B, on the other hand, receives $5,000 less than it would ordinarily receive, which is compensation earned by the Bank for
the extension of finance to Entity B in the form of a discount on the price of Entity B’s factored receivables.

YU SNE1RTIIVTIN F5IAEINNINGFIN FuaudInIndeyd




[Supplier Finance Arrangement: New Disclosure Requirements J

Mota X—Supplier Finance Arrangements

The entity antared into arrangements with the following tarms and conditions:

« Type A

+ Typa B...

Carrying amount of liabilities

Prasantad within trade and other payablas
— of which suppliors have received payment
Prasantad within finance payables

— of which suppliars have received paymeant
Range of payment due dates

Liabilities that are part of the arangemant

Comparable trada payables that are not
part of an arrangemant

Mon-cash changes

Reporting date 20X2 Roporti

CU1,500
CU1,050
CuU1,000

CUS00

85-00 days aftor invoice date B0-20 days

6070 days aftar invoica date G065 days

Thera wara no material business combinations or foreign exchange diffarences in aither pariod. Thane wara
non-cash transfars from trade payables to financa payables of CLH,

00 and CLIB00 in 20X

As at beginning and end of the reporting period:

The terms and conditions of SFA, disclose
separately for SFA that have dissimilar terms
and conditions.

ng date 20X1

CU‘ IDDE . . K .
CLEDD Carrying amount of liabilities and the
cL7En associated line item, showing amounts
CUBS0 whereby suppliers have received payment.

Range of payment due dates for amounts that
are part of the SFA; and comparable trade
payables that are not part of the SFA.

after imvoice date

after imvoice data

2 and 20X1. ° Types and effects of non-cash changes.

: Investor Perspectives: Supplier finance—new disclosure (ifrs.org)
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\(supplier finance arrangement)

Impact on management of liquidity risk

As part of the information on how a buyer manages its liquidity risk, an entity
considers and discloses whether it has access to supplier finance arrangements. This
includes whether it has accessed, or has access to, supplier finance arrangements
that provide the buyer with extended payment terms or the entity's suppliers with

early payment terms. lllustrative disclosure
Additional guidance on how to identify whether there is concentration of liquidity risk o _ ) ) .
is also included. Some of the factors to consider are as follows: The Group also participates in a supply chain financing arrangement (SCF) with the

principal purpose of facilitating efficient payment processing of supplier invoices. The
SCF allows the Group to centralise payments of trade payables to the bank rather
sources of borrowing facilities, than paying each supplier individually. While the SCF does not significantly extend
reliance on a particular market to realise liquid asset; or payment terms beyond the normal terms agreed with other suppliers that are not
patticipating, the programme assists in making cash outflows more predictable.

Repayment terms of financial liabilities,

concentration of finance providers for supplier chain arrangements.

Au https://assets.kpmag.com/content/dam/kpma/au/pdf/2024/24ru-05-supplier-finance-arrangements-financial-reporting.pdf
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\(supplier finance arrangement)

Disclosures about exposure to liquidity risk (IFRS 7)

IFRS 7 requires an entity to provide information that enables users of its financial statements to evaluate the nature and extent of risks
arising from financial instruments to which the entity is exposed. IFRS 7 defines liquidity risk as “the risk that an entity will encounter
difficulty in meeting obligations associated with financial liabilities that are settled by delivering cash or another financial asset”.

The IASB amended IFRS 7 to specifically include the access to facilities under supplier finance arrangements as an example of factors
that an entity might consider when providing the disclosure required in relation to liquidity risk. These disclosures will be particularly
important if a significant portion of an entity’s liabilities are a part of supplier finance arrangements with one of a few providers. In this
case, it is important for investors to understand what the impact would be on the entity if the arrangements were no longer available (for
example, if a finance provider has the right to withdraw one or more arrangements during times of financial stress).

31 https://viewpoint.pwc.com/dt/gx/en/pwe/in_depths/in_depths INT/in_depths INT/bringing- '

transparency.html#pwc-topic.dita 77d9bf7e-6268-4498-bcbf-cdaebcecb7d? -
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\(supplier finance arrangement)

PwC Observation

The liquidity risk disclosures should consider:

e the likelihood of the supplier financing arrangements becoming unavailable as well as the description of the
termination of the arrangement (if relevant);

e the financial condition of the provider of the supplier financing; and

e the extent of the buyer’s reliance on continued availability of the supplier finance arrangement.

Aun https://viewpoint.pwc.com/dt/gx/en/pwc/in_depths/in_depths INT/in _depths INT/bringing-
transparency.html#pwc-topic.dita 77d9bf7e-6268-4498-bcbf-cdaebcecb7d”
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Amendment TFRS 16

Leasing liability in the event of a sale and leaseback

¢

df

Cl

The obligation from the leaseback represents a
leasing liability in accordance with TFRS 16.

The variable payments of the initial valuation are
considered as fixed for the subsequent valuation

No revaluation of variable payments

Deviations from expected payments are recognised in
profit or loss

In case of modifications, the expected payments
Including variable payments must be recalculated
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Agenda decision in June 2020

Sale and leaseback with variable lease payments

Facts

« Sale of fixed assets with
Lease back over five years with the extension option s
2 years ( The company consider that it does not
reasonably certain to exercise the option)

« Payments for use during the rental period also
include variable payments based on 1% of seller-
lessee’s revenue reported during the last 12 months
before the lease payment is due

guestions:

- Valuation of the right of use at the time of the
transaction?

- Determination of the profit/loss from the sale?
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Agenda decision in June 2020
Leasing liability in case of sale and leaseback — example

Initial measurement at the transaction date

Facts

 Sale of building leased back over five years Initial measurement

* Purchase price (corresponds to fair value): CU

1.800,000 Bank 1,800,000
* Book value: CU 1,000,000 i
* The total payments for the lease are dependent on 1% Right of use m X 1.000.000 250,000

of seller-lessee’s revenue
* Expected present value of the lease payments

: ) . Buildi 1,000,000
(including variable payment that do not depend on an Hidins
index or rate) : CU 450,000
Lease liabilities 450,000
Gain on rights transferred 600,000

(1,800,000 -1,000,000) x 75%
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Planned amendment TFRS 16

Leasing liability in case of sale and leaseback — example

Subsequent measurement

Facts (continuation)

* Interest rate: 3%.

* Expected—payments for year 1: CU 95,902
* Actual payments in year 1. CU 97,500

Subsequent accounting in year 1

Interest expense

13,500

A 4

Note

*  FINANITNINLBANURUANFY U ILTINAAT IR LILEE
[ a A, a o K 2
INWIBLEUNINBAIIUWNNLN PL

' a dq’a o ) 1 o ot dl A

o idvlunhdwanusuganlnddmibszeziiaiivie
dl a 1 = 1 £Z [ 6
Luaamnmﬂﬂs:muvlumaammwmmaaLﬂuqusLLa:
nIzny PL

Lease liabilities 13,500
Lease liabilities 95,902
Expenses 1,598

Bank 97,500
Depreciation - ROU 50,000

Accum. depreciation - ROU 50,000
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Amendment TFRS 16

Leasing liability in case of sale and leaseback — example

Subsequent measurement

(change in lease term)

Additional facts Subsequent accounting in begining of year 2
* Change in the lease term at the end of first year
of the lease to exercise the extension option ,
Right of use 70,283
* Interest rate: 7% at the remeasurement date
* Total revised expected lease payment to seventh R
year: CU 559,031 Lease liabilities 70.283
* Expected present value of the lease payments
after the remeasurement (including variable Depreciation - ROU 45,047
payment that do not depend on an index or rate)
at the end of first year : CU 437,881
* The carrying amount of lease liabilities at the Accum. depreciation - ROU 45,047
end of first year : CU 367,598
Note 5 .
o gasdmmnibinausyyuslnd hesaninimens

A 4
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Amendment TFRS 16

Leasing liability in case of sale and leaseback — example

Subsequent measurement

(change in lease consideration)

Subsequent accounting in begining of year 2
Additional fact
* The lease modified at the end of first year to Lease liabilities 42,715

change lease consideration from 1% of seller-
lessee’s revenue to 0.5% of seller-lessee’s

revenue (no change in lease term) Right of use ﬂ
* Interest rate: 7.5% at the remeasurement date 367,596 = 324,893
* Total revised expected lease payment to fifth year: Depreciation - ROU 39,321
* Expected present value of '_[he Ief_ise pa)_/ments Accurn. depreciation - ROU 39,321
after the remeasurement (including variable
payment that do not depend on an index or rate) Note
at the end of first year : CU 324,883 o lildlnmssnidnsyanussiwnianinue 39liaasidui
* The carrying amount of lease liabilities at the end > Uuinan PL[TFRS 16 p102n]
of first year : CU 367,598 .

win ldin19diudanesgiu e1adinisdianudn variable lease
payment liaastanunTudwi s hEwa R QLT
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THANK YOU

/ﬁ\ https://www.tfac.or.th N4 @TFAC.FAMILY E tfac@tfac.or.th

n https://www.facebook.com/TFAC.FAMILY https:// waww.youtube.com/TFACFamily 02 685 2500

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity.
Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is
received or that it will continue to be accurate in the future. No one should act upon such information without appropriate professional advice after

a thorough examination of the particular situation. Materials published may only be reproduced with the consent of TFAC.
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