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[Supplier Finance Arrangement ]

Company m Financial institutions +/ Supply chain finance, payables
agrees to pay — —.  offer to pay amounts finance or reverse factoring
according to the = Financial =1 2 company owes its arrangements

arrangement. Institutions suppliers

x Arrangements that are solely credit

I m enhancements or used to settle

S directly with a supplier the amounts
Company Supplier owed

7

‘ These arrangements provide the company with extended payment

terms, or the company’s suppliers with early payment terms, compared
to the related invoice payment due date.

Source: https://www.ifrs.org/projects/completed-projects/2023/supplier-finance-arrangements/webcast-supplier-finance-arrangements/
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[Supplier Finance Arrangement J

* Entity A (Buyer) enters into an arrangement with a Bank that allows Entity B (Supplier) to be paid by the Bank in 30 days with
Entity A paying the Bank in 120 days.
* Normal payment terms (not subject to such an arrangement) are 30 days.

The liabilities of Entity A should be presented as part of:

Borrowings

Extending the credit terms beyond the maximum 30 days (e.g. 60 or 120 days) could be indicative that the liability represents
funding for the Buyer as the extension would provide a significantly extended credit period to the Buyer beyond what would be

customary for purchases from the Supplier.
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[Supplier Finance Arrangement J

* Entity A (Buyer) purchases goods from Entity B (Supplier).

* Entity A enters into a supplier financing arrangement with its Bank and Entity B.

* According to the agreement, the total cost of goods will be $55,000, the same value that would have been paid had the
transaction not been part of this arrangement.

* However, on sale of the invoice to the Bank, Entity B receives only $50,000. The difference is due to financing costs payable to

the Bank by Entity B.

The liabilities of Entity A should be presented as part of:

Trade Payables

Total cost of goods ($55,000) is the same as the price Entity A would ordinarily pay to Entity B in the absence of the arrangement.

Entity B, on the other hand, receives $5,000 less than it would ordinarily receive, which is compensation earned by the Bank for
the extension of finance to Entity B in the form of a discount on the price of Entity B’s factored receivables.
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[Supplier Finance Arrangement: New Disclosure Requirements J

« Type A

« Typa B...

Carrying amount of liabilities

Prasantad within trade and other payables
— of which suppliors hawve received paymant
Prasanted within finance payables

— of which suppliars have received paymant
Range of payment due dates

Liabilities that are part of the arangemant

Comparable trada payables that are not
part of an arrangamant

MNon-cash changes

The entity antarad into arrangements with tha following tarms and conditions:

Therza ware no material business combinations or foreign exchange differences in either paricd. There wera
non-cash transfers from trade payables to finance payables of CLH 200 and CUS00 in 20X2 and 20X 1.

G The terms and conditions of SFA, disclose
separately for SFA that have dissimilar terms
and conditions.

Raporting date 202 Reporting date 20X1

CU1,500 CU1,000
CU1,050 CUBOO
CuU1,000 CU750

CUS00 CUBS0

Carrying amount of liabilities and the
associated line item, showing amounts
whereby suppliers have received payment.

are part of the SFA; and comparable trade

6070 days aftar invoica date G065 days after invoice date
payables that are not part of the SFA.

B5-00 days after invoice date  B0—80 days after invoice date e Range of payment due dates for amounts that

Types and effects of non-cash changes.

: Investor Perspectives: Supplier finance—new disclosure (ifrs.org)
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https://www.ifrs.org/content/dam/ifrs/project/supplier-finance-arrangements/ip-iasb-sfa-ias7-ifrs7-2023.pdf
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THANK YOU

'Y  https://www.tfac.or.th N3 @TFAC.FAMILY E tfac@tfac.or.th

n https://www.facebook.com/TFAC.FAMILY https:// waww.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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