
Summary

The International Accounting Standards Board (IASB) published ED/2015/1 Classification of Liabilities 
(Proposed amendments to IAS 1) (the ED) on 10 February 2015. 

The ED addresses the classification of liabilities as either current or non-current in accordance with 
IAS 1 Presentation of Financial Statements. The proposals would clarify that the classification would be 
based on the rights that exist at the end of the reporting period. For this purpose, the IASB has proposed 
the following changes:

–– The wording of IAS 1.73 (‘discretion to refinance or roll over’) would be aligned with IAS 1.69(d) by 
replacing the word ‘discretion’ with ‘right’ 

–– Only rights in place at the end of the reporting period would affect the classification of a liability

–– The term ‘unconditional right’ in IAS 1.69(d) would be replaced with ‘a right’.

It has also been proposed to include an explicit statement that the term ‘settlement’ in relation to the 
classification of liabilities refers to ‘the transfer to the counterparty of cash, equity instruments, other assets 
or services’.

In addition, the IASB proposes to reorganise the guidance in IAS 1, so that examples that describe 
situations where rights to defer settlement exist are grouped together. 

The deadline for comments on ED/2015/1 Classification Liabilities Liabilities (Proposed amendments to 
IAS 1) is 10 June 2015.
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Background

The proposed amendments originated from a request to the IASB to 
clarify the current vs non-current classification of liabilities within 
financial statements. It was referred to the guidance in two paragraphs 
for the classification of liabilities, being:

–– IAS 1.69(d) which requires ‘an unconditional right to defer 
settlement’ and

–– IAS 1.73 which refers to ‘the discretion to refinance or roll over an 
obligation’.

The IASB was asked about the interaction between the guidance in 
those two paragraphs.

Proposed changes to IAS 1

Consistent wording within IAS 1.69(d) and IAS 1.73

In order to clarify the classification of liabilities, the IASB proposes 
to align the wording within IAS 1.69(d) and IAS 1.73. In doing so, the 
proposals would change the Standard as follows:

–– IAS 1.69(d) – Defer settlement
Deleting the word ‘unconditional’ to further clarify the wording as 
rights to defer a settlement are rarely unconditional, because they 
are often conditional on the borrower complying with covenants in 
future periods

–– IAS 1.73 – Refinance or roll-over
Replacing the wording ‘has the discretion to refinance or roll over’ 
with ‘has the right to roll over’ in order to align the wording and 
avoid any confusion arising from the use of the word ‘discretion’.

The proposals would also require a right to exist as at the end of the 
reporting period. Accordingly, rights granted after the end of the 
reporting period would not affect the classification of a liability.

Meaning of ‘settlement’

To provide further guidance for the classification of liabilities, the 
proposals include an explanation of the term ‘settlement’ within 
IAS 1.69. Settlement would be clarified as meaning an outflow of 
resources of an entity which may be achieved in different forms, being 
cash, assets, services and sometimes equity instruments.

Reorganisation of the guidance

In addition, the proposals include a reorganisation of the guidance 
for the classification of liabilities in IAS 1. For this purpose, similar 
examples of circumstances where rights to defer exist would be 
grouped together.
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Effective Date and Transition

An effective date for the amendments to IAS 1 has not yet been 
proposed. 

The IASB views the proposals as being more in the nature of a change 
in accounting estimate which would normally be applied prospectively, 
as they only clarify existing guidance. 

However, retrospective application of the changes has been proposed, 
with reference to IAS 1.41 which requires an entity that changes 
the presentation or classification of items to reclassify comparative 
amounts unless impracticable. It was considered that retrospective 
application would not be onerous, and would enhance consistency of 
presentation.

The deadline for comments on ED/2015/1 Classification of Liabilities is 
10 June 2015.
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This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only. The publication cannot be relied upon to cover 
specific situations and you should not act, or refrain from acting, upon the information contained therein without obtaining specific professional advice. Please contact your 
respective BDO Member Firm to discuss these matters in the context of your particular circumstances. Neither BDO IFR Advisory Limited, Brussels Worldwide Services BVBA, BDO 
International Limited and/or BDO Member Firms, nor their respective partners, employees and/or agents accept or assume any liability or duty of care for any loss arising from any 
action taken or not taken by anyone in reliance on the information in this publication or for any decision based on it.
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Standards, International Accounting Standards, and Interpretations developed by the IFRS Interpretations Committee and the former Standing Interpretations Committee), and 
other documents, as issued by the International Accounting Standards Board, is provided by BDO IFR Advisory Limited, a UK registered company limited by guarantee. Service 
provision within the BDO network is coordinated by Brussels Worldwide Services BVBA, a limited liability company incorporated in Belgium with its statutory seat in Brussels.

Each of BDO International Limited (the governing entity of the BDO network), Brussels Worldwide Services BVBA, BDO IFR Advisory Limited and the Member Firms is a separate 
legal entity and has no liability for another such entity’s acts or omissions. Nothing in the arrangements or rules of the BDO network shall constitute or imply an agency relationship 
or a partnership between BDO International Limited, Brussels Worldwide Services BVBA, BDO IFR Advisory Limited and/or the Member Firms of the BDO network.
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