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Proposed amendments to IFRS 9 Financial Instruments:
Chapter 5 Initial measurement:

Amendment to Paragraph 5.1.3 of IFRS 9:
All relevant paragraphs are being reproduced from IFRS 9 (as they stand before proposed
amendment).

Paragraph 5.1.1

Except for trade receivables within the scope of paragraph 5.1.3, at initial recognition, an entity
shall measure a financial asset or financial liability at its fair value plus or minus, in the case of a
financial asset or financial liability not at fair value through profit or loss, transaction costs that are
directly attributable to the acquisition or issue of the financial asset or financial liability.

Paragraph 5.1.1A
However, if the fair value of the financial asset or financial liability at initial recognition differs from
the transaction price, an entity shall apply paragraph B5.1.2A.

Paragraph 5.1.3

Despite the requirement in paragraph 5.1.1, at initial recognition, an entity shall measure trade
receivables at their transaction price (as defined in IFRS 15) if the trade receivables do not
contain a significant financing component in accordance with IFRS 15 (or when the entity applies
the practical expedient in accordance with paragraph 63 of IFRS 15).

Proposed amendment and comments in respect of the same:

IFRS 9, paragraph 5.1.3 is being amended to replace the word “transaction price” with “the amount
determined by applying IFRS 15"

In the said context following observations may be kept in mind before proceeding with the said
amendment.
e Paragraph 5.1.1A continue to use the word “transaction price”. The said paragraph
continues the rationale as proposed in paragraph 5.1.1 for measurement of financial asset
or financial liability (or it could be said that it directly makes a reference to paragraph 5.1.1)
which in turn makes a reference to paragraph 5.1.3 for measurement of trade receivables
at initial recognition. If the word “transaction price” is removed from paragraph 5.1.3, the
use of the said word at paragraph 5.1.1A would also seem to become redundant.

e The word “transaction price” has been defined in IFRS 15 and the same has been used
extensively in IFRS 15 at various places. So, instead of replacing the said word with “the
amount determined by applying IFRS 15, it would be more apt to amend the definition

of transaction price appropriately to include the proposed rationale behind the said
exercise.



