
 

Invitation to Comment:

Draft Comment Letter - Exposure Draft ED/ 2021/ 9 – Non-
current Liabilities with Covenants

Deadline for completion of this Invitation to Comment:

Close of business Monday 7 March 2022

Please submit to: 

UKEndorsementBoard@endorsement-board.uk

UK Endorsement Board

The  UK Endorsement Board (UKEB) is respons ible  for endorsement and adoption of IFRS for
use  in the  UK and there fore  is  the  UK’s  Nationa l S tandard Se tte r for IFRS. The  UKEB a lso
leads  the  UK’s  engagement with the  IFRS Founda tion (Foundation) on the  development of
new s tandards , amendments  and inte rpre ta tions . This le tter is  intended to contribute  to the
IASB’s  due  process . The views expressed by the  UKEB in this  le tte r a re  separa te  from, and
will not necessa rily a ffect the  conclus ions  in, any endorsement and adoption assessment on
new or amended Inte rna tiona l Accounting S tandards  undertaken by the  UKEB.

Introduction

The  objective  of this  Invita tion to Comment is  to obta in input from s takeholders  on the  UKEB’s
dra ft comment le tte r on the  IASB’s  Exposure  Draft ED/2021/9 Non-current Liabilitie s  with
Covenants .

Who should respond to this Invitation to Comment?

Stakeholders  with an inte res t in the  qua lity of accounts  tha t apply IFRS.

How to respond to this Invitation to Comment

Please  download this  document, answer any ques tions  on which you would like  to provide
views, and re turn to UKEndorsementBoard@endorsement-board.uk by close  of bus iness  on
Monday 7 March 2022.

We welcome responses  providing views  on individual ques tions  as  well as  comprehens ive 
responses  to a ll ques tions .
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Privacy and other policies

The  da ta  collected through submitting this  document will be  s tored and processed by the
UKEB. By submitting this  document, you consent to the  UKEB process ing your da ta  for the
purposes  of influencing the  development of and adopting IFRS for use  in the  UK. For further
information, please  see our Privacy Sta tements  and Notices  and other Policies  (e .g. 
Consulta tion Responses  Policy and Data  Protection Policy)1.

The  UKEB’s  policy is  to publish on its  webs ite  a ll responses  to formal consulta tions  is sued by
the  UKEB unless  the respondent explicitly reques ts  otherwise . A s tandard confidentia lity
s ta tement in an e-mail message  will not be  regarded as  a  reques t for non-disclosure . If you
do not wish your s ignature  to be  published please  provide  UKEB with an uns igned vers ion of
your submiss ion. The  UKEB prefers  to publish responses  tha t do not include  a  personal
s igna ture . Other than the  name of the organisa tion/individual responding, information
conta ined in the  “Your Deta ils” document will not be  published. The  UKEB does  not edit
persona l information (such as  te lephone  numbers , pos ta l or e-mail addresses ) from any other
document submitted; there fore , only information that you wish to be published should be
submitted in such responses .
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Questions

A Support for the IASB’s Exposure Draft Non-current Liabilities with
Covenants.

1. The  UKEB’s  draft comment le tte r supports  the  amendments to paragraph 72A proposed 
by the  IASB in the Exposure  Draft. Do you agree  with this  proposa l?  P lease  expla in why
or why not.

Res pons e :

We agree  with the  IASB’s  proposed amendments  to the  paragraph 72A in the 
Exposure  Draft. We did not think tha t ca tegoris ing liabilities  as  current on the  bas is  tha t 
future  covenant compliance  conditions  were  not met a t the reporting da te  should affect 
the  class ification as  e ither current or non-current.

2. The  UKEB’s  draft comment le tter (paragraph A1) supports  the  principle  in paragraph 
72B tha t the  class ifica tion of a  liability as  current or non-current should be  based on 
conditions  that exis t a t the  end of the  reporting period, even if tha t compliance  is  only
tes ted la te r. Do you agree  with this  principle?  Please  expla in why or why not.

Res pons e :

We fully support tha t the  ca tegorisa tion of a  liability as  e ithe r current or non-current 
should be  based on the  conditions  a t the  reporting da te  even if the  assessment of 
compliance  with those  specified conditions  takes  place  a fte r the  reporting da te .

3. The  UKEB’s  draft comment le tter (paragraph A2) ra ises  concerns  that the refe rence  to 
specified conditions  (or ‘covenants ’) in paragraph 72B may lead to divers ity in practice .
We a lso be lieve that the paragraph could be amended to enhance  cla rity. Do you agree
with the  concerns  ra ised, and the  proposed rewording to he lp cla rify the  paragraph?
Please  expla in why or why not.

Res pons e :

We agree  with the  concerns  ra ised by the  UKEB on the use  of ‘specified conditions ’ and 
agree  tha t the proposed amendment to paragraph 72B should make the requirements 
cleare r to unders tand.
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4. The  UKEB’s  dra ft comment le tter (paragraph A6) supports  the  proposa ls  for additiona l
disclosure  of information about non-current liabilities  with materia l specified conditions
with which an entity mus t comply within twelve  months  a fte r the  reporting period. 
However, we  note  (paragraph A7) tha t concerns  have  been ra ised about the 
requirement to provide forward looking information. Do you agree  tha t the  additiona l 
disclosures  could provide  more useful information to users  of financia l s ta tements? Do 
you have  any comments  on the  requirement to provide  forward looking information?

Res pons e :

Overa ll, we  are  supportive  of the  additiona l disclosures  tha t the  IASB have proposed in 
the  ED. However, we  fe lt that such information might be  more  he lpfully be  included 
within the  IFRS 7 disclosures  tha t a re  required to be  given about liquidity risks . We did 
not have  any particular concerns  with the  provis ion of forward-looking information.

5. The  UKEB’s  draft comment le tte r (paragraph A8) does  not support the  proposa ls in
paragraph 76ZA(a) for separa te  presenta tion of liabilities  subject to conditions  described
in paragraph 72B(b) as  non-current on the  face  of the  s ta tement of financia l pos ition. Do
you agree tha t separate  presentation should not be  required?  Please  expla in why or why
not.

Res pons e :

We do not support the  separa te  presenta tion of liabilities  subject to the  conditions  se t 
out in 72B(b) as  non-current on the  face  of the  s ta tement of financia l pos ition.

We are  of the  view tha t the  proposed disclosure requirements  in the  ED coupled with 
the  principles  for disaggrega tion should enable  a  use r of the  accounts  tha t ce rta in non- 
current liabilitie s  may fa ll due  for payment with 12 months .

6. The  UKEB’s  draft comment le tte r (paragraph A14) ra ises  concerns  tha t paragraph
72C(b) would like ly lead to a  divers ity in practice . We be lieve  paragraph 72C could be
removed in its  entire ty from the proposed amendments .  Do you agree  with the  concerns
ra ised about paragraph 72C(b), and the proposed de le tion of paragraph 72C? Please 
expla in why or why not.

Res pons e :

We agree  with the  concerns  ra ised by the  UKEB on the applica tion of paragraph 72C 
and the  concern tha t the  inte rpreta tion of ‘unaffected’ could lead to s ignificant divers ity 
in practice . We are  supportive  of the Board to e ither expla in clea rly how ‘unaffected’ 
should be  inte rpreted in applying the  Standard or, a lterna tive ly, cons ider removing the 
paragraph a ltoge ther.
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B Impact of proposed amendments.

The  UKEB is  inte res ted to hear feedback on the  potentia l impact of the  amendments  to IAS 1
proposed by the  IASB in the  Exposure  Draft.

7. Would the  implementation of the  amendments  proposed in the  IASB’s  Exposure  Draft 
lead to s ignificant impacts  on financia l reporting by UK companies?  What a re  the  like ly
impacts?  P lease  describe .

Res pons e :

We do not think that compliance  with the  new requirements  should be  too onerous  for 
preparers  of financia l s ta tements .

C Any other comments.

8. Do you have  any additiona l feedback tha t the  UKEB should cons ider when responding
to the  IASB’s  Exposure Draft?

Res pons e :

No.

Thank you for completing this Invitation to Comment
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