


FRS 9 iroclicton

- : * Financial assets are classified on the basis of the business model
Classification which they are held and their contractual cash flow characteristics.
and

measurement

« Fair value option for financial liabilities, the effect of changes in a
liability’s credit risk ought not to effect profit or loss unless the liability is
held for trading.

An entity accounts for expected credit losses, and changes in those expected
credit losses. It is no longer necessary for a credit event to have occurred
Impairment before credit losses are recognized. Then the amount of expected credit
losses is updated at each reporting date to reflect changes in credit risk since
initial recognition and, consequently, more timely information is provided
about expected credit losses.

Hedge The requirements align hedge accounting more closely with risk
accounting management

IASB continued it discussions on its dynamic risk management (DRM)
project at the November 2017 meeting and discussed two approaches for a
DRM accounting model. It discussed the objectives of the model and
whether it should follow cash flow hedge mechanics or fair value hedge
mechanics. The Board tentatively agreed that a model based on cash flow
hedge mechanics should be developed. The staff will present a project plan
at the next board meeting.

Dynamic risk
management
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“A financial instrument is any contract that gives rise to both a financial asset of one
entity and a financial liability or equity instrument of another entity.”

Include a broad range of financial o
assets and financial liabilities M |@ (1)
Primary financial } “e.g. cash (financial institutions), receivables, debt,
Instruments shares in another entity”
Derivative financial “e.g. options, forwards, future contracts, interest
instruments rate swaps, currency swaps”




FInancial ASSeLs - Classification and Measurement

_ Current Practice Forthcoming

Classification and TAS 105 IFRS 9/TFRS 9

Measurement
TAS 105 S1) TFRS 9
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a v d =
aumwamamsmuma‘lﬁmammﬂ TFRS 9

No
a (v [y Yes .
ATA1INY ? aunSndiinszuatuaamudaa iy Business Model —
a —_— e oo —_— - o A
Solely Principal and Interest ? vosnamail e
Yes l Held to Collect Contractual
cash Flows?
A gy A v Yes No
20 3em?
No Yes
No
a A No &
naINIsLaen No Business Model s3uns Collecting Contractual
FVOCI Option ? s u ¢ a D
(Irrevocable) Cash Flows uag MsungaunInean1aniIseNu ¢
Yes Yes I
v
FV OCI
FV OCI .
(Equity instruments) FVTPL (Debt instruments) Amortized cost
+ Dividends generally * Interest revtenug,fcrec_ilt " + Interest revenue, credit
recognized in P&L « Changes in fair Impairment and foreign exchange impairment and foreign
« Changes in fair value . gain or loss recognized in P&L (in :
el value recognized the same manner as for amortized exchange gain or loss
recognized in OCI in P&L recognized in P&L <<

cost assets)

- Other gains and losses recognized ~ ° On derecognition, gains
in OCI or losses recognized in

P&L

* No reclassification of gains
and losses to P&L on

derecoghnition and no .. .
impairment recognized in » On derecognition, cumulative

P&L gains and losses in OCI
reclassified to P&L
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Derivative Silent in TFRS TFRS 9

TAS 105 TERS 9
[ Silent ' Fair value to profit or
loss
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(lassification and Measurement

Classification of debt or equity other than
legal form

Financial assets classification depends on
each investment’s contractual cash flows
and how the entity manages groups of
investments.

All investments in equity instruments
including unquoted shares need to be
measured at fair value.

If the company elects FVOCI for equity
investments gains / losses will never be
recycled to P&L

All derivatives need to be recorded on
statement of financial position at their fair
value

Potential impact y Transitional procedure 4

International requirement

1. It required to consider contracts
outstanding as at initial application to
comply with IFRS 9. Then the defining
type of investment would be done on
initial application date.

2. The derecognizing transactions before
implementation date are not allow to
reconsider.

3. It also required to retrospective
adjustments the classification.

Local option (additional)

* To allow the entity to recognize the
GAAP different to retained earning or
OCI (if appropriated)

* Not require retrospective classification



(lassification and Measurement

Potential impact Z Transitional procedure  ~

» Consider proper effective interest rate International

other than contract rate 1. Retrospective adjustment
2. Incase of impracticable to
retrospectively apply the EIR method.

If comparative are restated, then the FV
of financial instrument as at the end of
each comparative period presented is
treated as the gross carrying amount of
the financial instruments. FV of the
financial instrument at the date of initial
application is treated as the new gross
carrying amount of the financial
instruments at that date.

Additional Local Option

1. Contract before initial application,
calculate new EIR based on remaining
cash flow.

2. Contract on or after initial application
would apply requirement under TFRS 9

3. Not required retrospective adjustment

KPMG 8
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mparment

Impairment under TFRS 9 !mpa?rment is recognized using an “Expected Credit Loss”
impairment methodology
TAS 101

TAS 101 MHUQISMSUS:UNCURGAISER=g0y 3 35 1Anr

1) MudcuiduSogazua) 2) mMuscuilusosazyol 3) Audcuiouliisan
goaue £003NHU anranda=sng
TFRS 9 proposed 3
approaches

General
Approach

Apply to most loans and debt securities

Simplified
Approach

Apply to most trade receivables and lease receivable

Purchased or
originated
credit-impaired
approach




mparment - general approach

New Model under TFRS 9

Dual measurement approach

i

Transfer
if the credit risk
on the financial

Lifetime
Expected credit

12-months
Expected

i losses
Expected Forecast of creditlosses | st has
Credit loss Past Current future increased
Events + Conditions economic significantly since

model

initial recognitiq

Move back
If transfer
condition

above is no
longer met

conditions

Probability weighted Present value Cash shortfalls

Difference between the cash

Unbiased and probability-
weighted amount (evaluate
a range of possible
outcomes).

Original EIR or an flows due under the
approximation as a contract and cash flows
discount rate. that entity expects to
receive.
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(zeneral Approach

l2-montnvs Litetime expected CreditInsses

Bucket 1 Bucket 2 Bucket 3

“performing” “underperforming” “non-performing”

Initial Significant increase Asset becomes
recognition in credit risk credit-impaired

12-month expected

i : Lifetime expected credit losses
Impairment credit losses P
loss
Interest on assets not EIR lied
impaired at initial EIR applied to gross amount apphie
recognition to amortised cost

m © 2018 KPMG International Cooperative ("KPMG International"), a Swiss entity. Member firms of the KPMG network of independent firms are affiliated with KPMG 12
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SIMPITed Approach

Simplified

Approach Apply to most trade receivables and lease receivable

= May assume that the credit risk on a financial instrument

Financial assets with has not increased significantly.

low credit risk

= Assessment can be based on external or internal ratings.

= Significant increase in credit risk if financial assets > 30

Rebuttable days past due.

presumption
= Default does not occur later than 90 days past due.

Initial credit Significant increase . _
* Default

' Credit term |

Maturity/Due date



SImD\ITIBU ADD 0dCh - Examme

Within due

Overdue:
Less than 3 months
3 — 6 months
6 — 12 months

More than 12
months

Less Allowance for
doubtful account

Net
kPMG

0%

0%
25%
50%

100%

TAS 101

15,000,000

14,000,000
700,000 D
200,000 D
100,000 D

30,000,000
(375,000)

29,625,000

Documen t Classification: KPMG Confidential

0 14,000,000

0 14,000,000

175,000 100,000
100,000 50,000
100,000 100,000

375,000 28,250,000
(150,000)

28,100,000

In Baht

TAS 101

vuuvu\/J

0
25,000
25,000

100,000

150,000
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SIMPIiied Approach - sample

Calculation of impairment using the provision matrix: n Baht
N ba

TFRS 9 TAS 101

Loss allowance Loss
Outstanding Loss rate % of AR Allowance

2019
(A) (B) (C) 2019
(A x B) (Ax C)

0

Current 15,000,000 0%

0.3% 45,000

Past due
1-30 days 7,500,000 1.6% 120,000 0% 0
31-60 days 4,000,000 3.6% 144,000 0% 0
61-90 days 2,500,000 6.6% 165,000 0% 0
91-180 days 700,000 25% 175,000 25% 175,000
181-360 days 200,000 50% 100,000 50% 100,000
C“g‘;;e than 360 100,000 100% 100,000 100% 100,000
30,000,000 849,000 375,000
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Debt

(1Bneral approach - sampie ivostmen

If Company A invest in 5-years Debt Security 10,000,000 THB.

Expected Loss 12 months 0.10% 0.20% 1% 2%

Expected Loss Life time per 0.15% 0.30% 10% 5%
(remaining maturity) (3yrs) (2yrs)

T v+ w5 s s )

12M 12m  LifeTime  Life Time Life Time
ECL ECL ECL ECL ECL

\_ —-..- v5

Maturlty

N S R R R 7

10,000 20,000 1,000,000 500,000 200,000
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mparment

Potential impact y

» Bad debt provisions are likely to be larger and more volatile. Impairment of trade receivables
and contract assets without a significant financing component will be based on lifetime
ECLs.

» For trade receivables or contract assets with a significant financing component, and lease
receivables, an entity may choose to either apply the general approach or recognise lifetime
ECLs at all times.
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Retrospective application with certain exceptions as follows:

Would it require undue cost or effort to
determine at the DIA whether there has been a
significant increase in credit risk since initial
recognition of the financial asset?

>

Is the credit risk of the financial asset low?

Determine whether there has
been a significant increase in
credit risk since the date of initial
recognition

May assume that credit risk has
not increased significantly since
initial recognition

Loss allowance or provision is equal to In this case, recognise loss

allowance equal to 12 months’
expected credit losses

lifetime expected credit losses at each
reporting date until the financial asset has
been derecognised

m IFRS 9 is not applied to derecognised items at the date of initial application
(DIA).

msmn 18
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Jisclosure

TFRS 7 will affect

 Extensive new disclosures both qualitative and quantitative are required.
« The current systems to capture the new disclosure requirements.

Impairment

Hedge
accounting

Example of extensive
disclosure

Explanation of how judgment is exercised

Explanation of how entity determines the significant increase in
credit risk

Expected credit loss calculations

Risk management strategy
Amount, timing, and uncertainty of future cash flows

Effects of hedge accounting on financial position and
performance

Fair values
ltems designed at FVTPL
Disclosure requirements for reclassifications
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KEEpIng you Informed

,;P—M—& 7 . & Insights into IFRS
A R ; - o Helping you
=24 S 10 105
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Guides to financial statements

Follow ‘KPMG IFRS’ on Linkedin or

visit kpmg.com/ifrs for the latest on i RE)VBHUE
IFRS. ==
==

Whether you are new to IFRS or a current
user, you can find digestible summaries of

. , n, —_—

recent developments, detailed guidance ) Delivering

lex requirements, and practical RGN Swsl v
on comp .q . . P and practical
tools such as illustrative disclosures and | I_eases guidance
checklists. [ T A l onIFRS
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Important notice:

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 endeavour 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 on such information without appropriate professional
advice after a thorough examination of the particular situation.

This document is made by KPMG Phoomchai Audit Ltd., a Thai limited liability company and a member firm of the KPMG network of
independent firms affiliated with KPMG International, a Swiss cooperative, and is in all respects subject to the satisfactory completion of
conflict checks, negotiation, agreement, and signing of a specific engagement letter or contract. KPMG International provides no client
services. No member firm has any authority to obligate or bind KPMG International or any other member firm vis-a-vis third parties, nor does
KPMG International have any such authority to obligate or bind any member firm.
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Disclaimer

This presentation is made by KPMG Phoomchai Audit Ltd.
(KPMGQG), a Thai limited liability company and member firm
of the KPMG network of independent firms affiliated with
KPMG International, a Swiss cooperative, and is in all
respects subject to the negotiation, agreement, and signing
of a specific engagement letter or contract. KPMG
International provides no client services. No member firm
has any authority to obligate or bind KPMG International or
any other member firm vis-a-vis third parties, nor does
KPMG International have any such authority to obligate or
bind any member firm.

This Document is Strictly Confidential

This document contains confidential material proprietary to
KPMG Phoomchai Audit Ltd. (KPMG). The materials, ideas, and
concepts contained herein are to be used exclusively to
evaluate the capabilities of KPMG.

The information in this document contains trade secrets and
confidential or proprietary information of KPMG, the
disclosure of which would provide a competitive advantage to
others. Therefore, this document shall not be disclosed, used
or duplicated, in whole or in part, for any purpose other than
as presentation.
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