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Summary
On 15 January, EFRAG published its draft comment letter (DCL) on the IASB's ED/2023/5 Financial Instruments with Characteristics of Equity and is seeking input from constituents. EFRAG is consulting on its DCL until March 20, 2024. 
Please note that the puttable instruments issue – whereby the classification of certain issued debt instruments is affected and change the existing practice of accounting for put options on non-controlling interest (NCI) for some preparers (where there is no P&L impact on subsequent measurement at the moment)- has not been raised by EFRAG in this context.
The possibility of sending a joint response with the CFOF will be discussed at the 23 January CRISFin meeting.

EFRAG is also conducting extensive field-testing of the IASB's proposals and invites entities to express their interest by emailing fice@efrag.org by January 23, 2024.

Below is a brief overview of the comments made by EFRAG in their draft advice:

General Remarks:
· EFRAG appreciates IASB's efforts to clarify IAS 32 principles.
· Recognizes the project's significance for financial institutions and non-financial corporates.
· Notes challenges in IFRS Interpretations Committee and past suggestions.
Classification:
· EFRAG makes suggestions to avoid unnecessary classification changes.
· Consider recognizing liabilities for Mandatory Tender Offers.
· Address measurement issues in financial liabilities.
· Reevaluate initial accounting for written put options on non-controlling interests.
· Rethink presentation of subsequent changes to financial liabilities.
· Explore alternative models for derivative contracts.
· Allow reclassification of 'passage-of-time changes.'
· Uncertainty regarding shareholders' decisions treatment.
Disclosures:
· Ensure clear and implementable disclosures.
· Balance benefits to users with preparers' costs.
· Address challenges in determining priority on liquidation.
· Provide subgroup-based information for different jurisdictions.
· Disclose effects of legal requirements on instrument classification.
Presentation:
· EFRAG supports IASB's proposals for separate presentation of amounts in primary financial statements.
Fieldwork and Outreach Events:
· Emphasize the importance of assessing proposed changes through fieldwork and outreach.
· Recommend applying changes to individual transactions or contracts.
· Acknowledge potential changes in views based on outreach results
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