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In brief

It’s time to get ready: new IFRS disclosures on
supplier finance arrangements effective in 2024

Publication Date: 1 March 2023 (updated 26 May 2023)

In brief INT2023-03

Key Points

What is the issue?

On 25 May 2023, the IASB issued amendments to IAS 7 and IFRS 7 to require specific
disclosures about supplier finance arrangements (SFAs). The amendments respond to
investors that said they urgently need more information about SFAs to be able to assess
how these arrangements affect an entity's liabilities, cash flows and liquidity risk.

To meet investor’s needs, the new disclosures will provide information about:

1. The terms and conditions of SFAs.

2. The carrying amount of financial liabilities that are part of SFAs and the line items in
which those liabilities are presented.

3. The carrying amount of the financial liabilities in (2) for which suppliers have already
received payment from the finance providers.

4. The range of payment due dates for both the financial liabilities that are part of SFAs,
and comparable trade payables that are not part of such arrangements.
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5. Non-cash changes in the carrying amounts of financial liabilities in (2).
6. Access to SFA facilities and concentration of liquidity risk with the finance providers.

Entities will be required to aggregate the information they provide about SFAs. However,
entities should disaggregate information about terms and conditions that are dissimilar,
disclose explanatory information when the range of payment due dates is wide, and disclose
the type and effect of non-cash changes that are needed for comparability between periods.

What's the impact and for whom?

All entities that use SFAs in their operations will be required to provide the new disclosures
provided they are material.

SFAs are described in the amendments as being characterised as arrangements in which
one or more finance providers offer to pay amounts an entity owes its suppliers, and the
entity agrees to pay according to the terms and conditions of the arrangement at the same
date as, or a date later than, suppliers are paid. The arrangements typically provide the
entity with extended payment terms, or the entity’s suppliers with early payment terms,
compared to the related invoice payment due date.

When does it apply?

The new disclosure requirements will be effective for annual reporting periods beginning on
or after 1 January 2024. The unusually short implementation period was set considering:

a. the urgent need for better information for investors about SFAs which have come under
significant scrutiny recently,

b. the fact that the amendments do not affect recognition or measurement principles, but
only disclosure requirements, and

c. introduction of similar disclosure requirements in US GAAP with a quick effective date.
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The following reliefs will be available in the first year of application:

a.

Disclosure of comparative information: comparative information is not required
during the first year the entity applies the amendments, that is, an entity with a closing
reporting date of December 31, 2024 will not need to present the comparative
information of 2023.

Disclosure of specified opening balances: quantitative disclosures 2) to 4) are
normally required at the opening and closing of each reporting period. However,
considering the complexity that may exist for disclosures 3) and 4), in the first year of
application, entities are provided with transition relief meaning the disclosures 3) and 4)
are only required as of year-end.

Interim financial statements: the required disclosures are only applicable for the
annual periods during the first year of application. Therefore, the earliest that the new
disclosure requirements are mandated is an annual reporting period ending 31
December 2024.
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