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Welcome to the fourth edition
of our quarterly accounting  
newsletter

Our quarterly newsletters provide updates on the latest  

international accounting standards board (IASB) and  

international financial reporting interpretations committee  

(IFRIC) activities. In addition, you will find links to relevant  

KPMG publications and articles.

Foreword

In this newsletter, we bring you a summary of IASB discussions, IFRIC  

activities and KPMG publications released during the period October-

December 2021.

The IASB has issued the Non-current Liabilities with Covenants draft,

which is open for comment until 21 March, 2022, and the Supplier Finance 

Arrangements draft, which is also open for comment until 28 March, 2022.

In addition, the IASB has issued a narrow-scope amendment to the transition 

requirements in IFRS 17 insurance contracts, providing insurers with an 

option aimed at improving the usefulness of information to investors on the 

initial application of the new standard.

The IFRIC is also in the process of discussing topics such as principal 

versus agent assessments for software licenses resellers.
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IASB updates

The IASB has published the exposure draft 

‘Non-current Liabilities with Covenants’ to 

improve the information companies 

provide about long-term debt with 

covenants

In continuation of its discussion from July 2021 on  

amendments to the IAS 1 Presentation of Financial 

Statements published in January 2020 (the 2020 

amendments), the board has now published the 

exposure draft ‘Non-current Liabilities with Covenants’. 

The board is proposing to amend the IAS 1 once more to 

clarify how companies would classify debt with 

covenants. These proposals would change the 

requirements introduced in its 2020 amendments, as 

well as defer the effective date of the 2020 amendments 

for at least one year--no earlier than 1 January 2024.

As discussed in July 2021, the board’s proposal includes 

changing the 2020 amendments to specify that only 

covenants with which a company must comply with 

before the reporting date affect the classification of a 

liability as current or non-current. In contrast, covenants 

with which the company must comply within at least 

twelve months after the reporting date would have no 

effect on the classification of a liability. In other words, 

covenants to be tested after the reporting date would be 

ignored for classification purposes. However, they would 

require the company to: 

— Present non-current liabilities that are subject to 

covenants on the statement of financial position 

separately from other non-current liabilities

— Disclose information about the covenants in the notes 

to its financial statements, including their nature and 

whether the company would have complied with 

them based on its circumstances at the reporting 

date

The Non-current Liabilities with Covenants draft is open 

for comment until 21 March, 2022.

Click here to read more from the IASB and here to 

read KPMG’s article.

Update...
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The IASB provides the transition option 

to insurers applying IFRS 17

The IASB has issued a narrow-scope amendment to 

the transition requirements in IFRS 17 insurance 

contracts, providing insurers with an option aimed at 

improving the usefulness of information to investors 

on initial application of the new standard. The 

amendment relates to insurers’ transition to the new 

standard only–it does not affect any other 

requirements in IFRS 17.

IFRS 17 and IFRS 9 Financial Instruments have 

different transition requirements. For some insurers, 

these differences can cause temporary accounting 

mismatches between financial assets and insurance 

contract liabilities in the comparative information 

they present in their financial statements when 

applying IFRS 17 and IFRS 9 for the first time.

The amendment will help insurers to avoid these 

temporary accounting mismatches and, therefore, 

will improve the usefulness of comparative 

information for investors. It does this by providing 

insurers with an option for the presentation of 

comparative information about financial assets.

IFRS 17, including this amendment, is effective for 

annual reporting periods starting on or after 1 

January 2023.

Click here to read more from IASB and here to 

read KPMG’s article.

https://www.ifrs.org/news-and-events/news/2021/11/iasb-proposes-narrow-scope-amendments-to-ias-1/
https://home.kpmg/xx/en/home/insights/2021/11/ias1-debt-classification-ed.html
https://www.ifrs.org/news-and-events/news/2021/12/iasb-provides-transition-option-to-insurers-applying-ifrs-17/
https://home.kpmg/xx/en/home/insights/2021/06/ifrs17-ifrs9-transition-amendment-progress.html


IASB

updates

The IASB podcast

To listen to the IASB podcast click below:

Other matters

Click here to read more about other matters 

covered during the IASB meetings.

November 2021

October 2021

IASB updates (contd.)
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December 2021

The IASB has published the exposure

draft ‘Supplier Finance Arrangements’ to 

enhance the transparency of supplier 

finance arrangements

The IASB has published the exposure draft ‘Supplier 

Finance Arrangements’ for public comment on the 

proposed changes in disclosure requirements to 

enhance the transparency of supplier finance 

arrangements and their effects on a company’s 

liabilities and cash flows. 

Under the IASB’s proposals, a company would be 

required to disclose information that enables 

investors to assess the effects of the company’s 

supplier finance arrangements on its liabilities and 

cash flows. The proposed amendments would 

affect a company that, as a buyer, enters into one or 

more supplier finance arrangement, under which the 

company, or its suppliers, can access financing for 

amounts the company owes its suppliers.

These proposals would amend the IAS 7 statement 

of cash flows and IFRS 7 financial instruments: 

disclosures. The proposals complement an agenda 

decision published by the IFRS interpretations 

committee in 2020.

The IASB has not yet proposed an effective date but 

earlier application would be permitted. The exposure 

draft ‘Supplier Finance Arrangements’ is open for 

comment until 28 March 2022. 

Click here to read more and here to read 

KPMG’s article.

https://www.ifrs.org/news-and-events/updates/iasb/
https://www.ifrs.org/content/dam/ifrs/podcasts/2021/iasb-podcast-november-2021.mp3
https://www.ifrs.org/content/dam/ifrs/podcasts/2021/iasb-podcast-october-2021.mp3
https://www.ifrs.org/content/dam/ifrs/podcasts/2021/iasb-podcast-dec-2021.mp3
https://www.ifrs.org/news-and-events/news/2021/11/iasb-proposes-disclosure-requirements-to-enhance-transparency-of-supplier-finance-arrangements/
https://home.kpmg/xx/en/home/insights/2021/12/supplier-finance-arrangements-exposure-draft-ias7-ifrs7.html


IFRIC updates* Update...

The committee’stentative 

agenda decisions

Other matters

The committee’s agenda  

decisions for the IASB’s 

consideration

IFRIC update

November 2021

Principal versus agent assessments of software resellers: IFRS 15 

Revenue from Contracts with Customers–Agenda Paper 2

In applying IFRS 15, the committee received a request with a 

specific fact pattern asking whether a reseller of software licences 

is a principal or an agent. 

The committee concluded that the principles and requirements in 

IFRS standards provide an adequate basis for a reseller to 

determine whether–in the fact pattern described in the request–it 

is a principal or agent for the standard software licences provided 

to a customer. Consequently, the committee decided not to add a 

standard-setting project to the work plan.

Negative Low Emission Vehicle credits: IAS 37 Provisions, 

Contingent Liabilities and Contingent Assets–Agenda Paper 4

The committee discussed a request relating to the application of 

IAS 37 to government measures to promote energy efficiency and 

reduce carbon emissions from passenger vehicles sold in a 

specified market. The request asked whether an entity that has 

generated negative credits has a present obligation that meets 

the definition of a liability in IAS 37. The committee tentatively 

decided not to add a standard-setting project to the work plan on 

this matter. The committee will discuss the wording of the 

tentative agenda decision at a future meeting.

Work in progress–Agenda Paper 6

The committee also received an update on the current status of 

open matters not discussed at its meeting in November 2021.

Economic Benefits from Use of a Windfarm: IFRS 16 Leases–

Agenda Paper 3

The committee reached its conclusions on the tentative agenda 

decision published in the June 2021 IFRIC update. The IASB 

considered this agenda decision at its December 2021 meeting and 

did not object to this agenda decision. 

Click here to read more
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*No IFRIC meeting held in October and December 2021

https://www.ifrs.org/news-and-events/updates/ifric/2021/ifric-update-november-2021/
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Banks–an essential guide to disclosures 

KPMG’s guide to annual financial statements consists of 

illustrative disclosures for banks. It helps in preparing 

financial statements in accordance with the IFRS 

standards, illustrating one possible format for financial 

statements based on a fictitious banking group.

The 2021 edition reflects standards in issue at 30 

November 2021 that are required to be applied by an 

entity with an annual period beginning on 1 January 

2021. As in the previous year, it includes disclosures 

relating to the IBOR reform phase 2 amendments.

Click here to access it.

Investment funds–an essential guide to 

disclosures

KPMG’s guide to annual financial statements includes 

illustrative disclosures for investment funds. It will help 

in the preparation of financial statements in accordance 

with IFRS standards. It illustrates one possible format 

for financial statements based on a fictitious tax-

exempt open-ended single-fund investment company.

The 2021 edition reflects standards in issue at 30 

November 2021 that are required to be applied by an 

entity with an annual period beginning on 1 January 

2021. As in the previous year, it includes disclosures 

relating to the IBOR reform phase 2 amendments. This 

edition also includes an appendix showing a new 

statement of cash flows prepared using the indirect 

method.

Click here to access it.

Other KPMG  
publications/articles
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https://home.kpmg/xx/en/home/services/audit/international-financial-reporting-standards/ifrs-illustrative-financial-statements/ifrs-illustrative-financial-statements-banks.html
https://home.kpmg/xx/en/home/services/audit/international-financial-reporting-standards/ifrs-illustrative-financial-statements/ifrs-illustrative-financial-statements-investment-funds.html


Other KPMG  
publications/articles
(contd.)

Fair value measurement–IFRS standards and 

the generally accepted accounting principles (US GAAP) 

The principles of the IFRS 13 Fair Value Measurement and 

the ASC topic 820 Fair Value Measurement have been 

tested by Covid-19, but they remain steadfast. Preparers 

have been able to apply the principles to their unique 

circumstances and estimate fair value in an unpredictable 

and stressed environment. Nevertheless, there are some 

potential changes on the horizon.

Valuation practices continue to evolve as a result of 

standard setting activities and climate-related risks, 

opportunities and reference rate reforms affecting the 

components of a valuation such as cash flow projections 

and discount rates. KPMG has updated the fair value 

measurement handbook that will help apply the principles 

of IFRS 13 and topic 820 and understand the key 

differences between the IFRS standards and the US GAAP.

Click here to access the handbook.

Covid-19 podcast–areas of focus for 2021 year 

ends

KPMG’s latest IFRS Today podcast offers clear and 

concise points to consider on reflecting the impact of 

Covid-19 in year-end financial statements. Hosted by 

Reinhard Dotzlaw, the podcast offers insight from 

KPMG specialists who each share their thoughts on 

the key questions to ask about going concern, 

impairment, rent concessions, government assistance, 

provisions and more.

Click here to listen to the podcast.
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https://home.kpmg/xx/en/home/services/audit/international-financial-reporting-standards/ifrs-toolkit/ifrs-us-gaap-fair-value-measurement.html
https://home.kpmg/xx/en/home/insights/2020/12/ifrstoday-podcast-covid-19-yearend.html


Other KPMG  
publications/articles
(contd.)

The IFRS compared to the US GAAP–new edition

The new edition of comparison of the IFRS standards and 

the US GAAP highlights the key differences between the 

two frameworks, based on 2021 calendar year ends. It may 

help preparers identify areas to emphasize in financial 

statements. It may also help users spot areas to focus on in 

their dialogue with preparers.

This guide does not discuss every possible difference. It is 

a summary of the areas encountered frequently where 

principles differ or where there is a difference in emphasis, 

specific application guidance or practice.

Click here to access the comparison.

Climate-related risks and their impact on 

restructuring provisions 

As governments around the world take action to combat 

climate change and introduce new carbon-related 

measures, many companies need to adjust their 

operations and some may plan long-term changes to 

achieve climate-related targets. The company’s 

management may also have to consider discontinuing 

specific operations. Conversely, some companies may 

plan to explore a new business opportunity. All of these 

may lead to restructuring.

The management’s plans alone do not necessarily result 

in a restructuring provision in the financial statements. A 

restructuring provision is recognised only when specific 

conditions are met, as well as for qualifying costs. To 

achieve climate-related targets, management may 

consider restructuring. But a company recognises a 

restructuring provision only when specific conditions are 

met.

Click here to read more and here to access the 

resource centre on the financial reporting impacts of 

climate change.
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https://home.kpmg/xx/en/home/services/audit/international-financial-reporting-standards/ifrs-toolkit/ifrs-us-gaap-comparison.html
https://home.kpmg/xx/en/home/insights/2021/11/climatechange-ias37-restructuring-provisions.html
https://home.kpmg/xx/en/home/insights/2021/06/climatechange-financial-reporting-resource-centre.html
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