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IFRS 9 and the 2017 ICAAP 
A new regulatory requirement for ICAAPs from January 2017 onwards clarifies how firms should incorporate 

IFRS 9 impairment impacts into their stress testing and capital planning processes.

Additional Requirements
Firms that have made sufficient progress in incorporating

IFRS 9 into their capital planning and stress testing models

need to also provide the following information in their 2017

ICAAP:

• Estimates of forecast impact of adopting ECL accounting

on impairment changes and corresponding impacts on

capital resources, over the ICAAP's horizon.

• Estimates of how day one and projected impairment

charge impacts might evolve under a severe stress

scenario. To benchmark the severity of the stress, firms

can refer to the Annual Cyclical Scenario (ACS) published

by the Bank of England, which links severity of the test to

the financial cycle systematically.

Deadlines
This regulatory clarification covers information relative to

ICAAP reports produced in 2017. Firms unable to meet

either the initial or additional requirements when submitting

their ICAAP, should contact their supervisors to discuss a

suitable deadline to provide the information at a later stage.

How can we help?
Grant Thornton can provide technical advice and assurance

to firms who are planning and preparing for IFRS 9

implementation, impact analysis and credit modelling.

Introduction
Under IFRS 9, all firms holding financial debt instruments

will, from 2018, need to adopt impairment requirements which

use forward-looking models to recognise future expected

credit losses.

Under the new ICAAP guidance, firms applying IFRS

accounting need, in addition to current requirements, to

prepare forecasts on an IFRS 9 basis, to be included in their

ICAAP.

This guidance is applicable:

• to firms to which CRD IV applies

• to firms that apply International Financial Reporting

Standards (IFRS); and

• for ICAAPs based on accounts from 31 December 2016

onwards.

Initial Requirements
• Firms should outline the expected impact, if any, of IFRS 9

on their capital plans and stress tests in their ICAAP. This

should incorporate both a quantitative and qualitative

assessment of the impact of IFRS 9 on firms' capital needs

and implications for capital planning over the ICAAP's

horizon.

• In the meantime, firms should continue to submit a full set

of forecasts on an IAS 39 basis until the IFRS 9 rollout in

2018.

• Firms should provide reasonable estimates of the initial

(day one) impact of forward-looking Expected Credit Loss

(ECL) accounting on the balance sheet and capital

resources, broken down by material portfolios where

possible.

• In addition, firms should discuss how different

macroeconomic conditions at implementation may affect

their IFRS 9 forecasts, as well as consider how these

impact the pre-existing stress tests in their ICAAPs.

• Finally, firms should not factor possible transitional

arrangements for ECL accounting into their estimates.
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