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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, 20X86.

® 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 Dec 31,20X1 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.

At the period end, does the entity have a right to defer the settlement of the
Case 2 liabilities for at least 12 months?

Condition - working capital 1.10 v’ Yes.

(WC) ratio v" The covenant was met on Jun 30, 20X1. The liability is classified as Non-
current.

Testing dates Every annual Jun 30 » v' Shall disclose the information regarding the risk of loan becoming repayable
within 12 months after reporting period (TAS 1:768n) and consider the impact

Compliance with Jun30,20X1 1.12 on Entity A’s ability to continue as a going concern.

condition at Dec 20X1 (i.e.  Dec31,20X1 1.05

:,::I:: h::g: o::;:(;:;at Expects the WC ratio to be
y g 1.15 at Jun 30, 20X2

thereafter) 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.

Condition - working capital 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
Expects the WCratio to be 1.15 covenants and when the entity is required to comply with
at March 20X2 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.

YU $Ne1RTIIUTIU A5IAESNNINGEIN FuaudnIndyd 7



—

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).
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Example: Disclosure

Notes to the condensed consolidated interimfinancial
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

- :
Example: Disclosure i br

10. Loans and borrowings (continued)

A Layout has repaid its current bank loan amounting to CU5,020 in line with expected repayment terms
and at the same time drew down CU3,100 under the current loan facility with a nominal interest rate of
4.25% for five years.

Effect of covenants

A Layout’s non-current loans and borrowings include borrowings amounting to CU14,350 that contain
covenants, which, if not met, would result in the borrowings becoming repayable on demand. These
borrowings are otherwise repayable more than 12 months after the end of the reporting period. As at 31
March 2024, A Layout complied with all the covenants that were required to be met on or before 31 March
2024. The covenants that are required to be complied with after the end of the current interim period do
not affect the classification of the related borrowings as current or non-current at the end of the current
interim period. Therefore, all these borrowings remain classified as non-current liabilities.

A Layout’s non-current loans and borrowings include a secured borrowing from Bank X (31 March 2024:
CU3,500; 31 March 2023: CU3,500) which is repayable on 30 September 2030. The contract includes a
covenant that requires a working capital ratio above 1.2 on every 31 March, 30 June, 30 September and
31 December. The loan will be repayable on demand if the covenant is not met. A Layout met the covenant
requirements as at 31 March 2024 and the borrowing is classified as non-current. However, at the time
these financial statements are authorised for issue, A Layout’s working capital ratio has declined to 1.15;
primarily due to the reduction in demand in ]urlsdu:tmn Z. A Layout has approached Bank X for a waiver
of the potential breach of covenant and negotiations for waiver are at anh advanced sta%e However, T A
Layout does not comply with the covenant test as on 30 June 2024 and the breach of covenant is not
waived by Bank X, the loan will become repayable on demand.

Source: Interim Financial Statements IAS 34 explained (31 March 2024)
(https://www.bdo.global/getmedia/0d9bdad6-c8a3-41e3-bb97-a306e77c7852/Interim-Financial-Statements-31-March-2024.pdf?ext=.pdf)
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THANK YOU

/ﬁ\ https://www.tfac.or.th N @TFAC.FAMILY E tfac@tfac.or.th
n https://www.facebook.com/TFAC.FAMILY https:// www.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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