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Accounting for treasury bills 
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Background

The government of Zimbabwe has of late been funding its fiscal

requirements through issuance of Treasury Bills (TBs). Examples being:

1) Exporter funds tbs:

• Issued by the Government of Zimbabwe (GoZ) to banks on behalf of

the various entities amongst them, parastatals, private entities,

agricultural entities, commercial farmers and some individuals, that

were owed by the Reserve Bank of Zimbabwe, under different

government schemes, pre-dollarisation of the economy.

• Some of these have subsequently been sold to banks, by the

beneficiaries, where in most cases the bills have been sold at a

significant discount as agreed between the bank and the beneficiary.
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Background
2) TBs issued in lieu of outstanding amounts:

• Treasury bills issued by GoZ to banks and other corporates, as

settlement of amounts owed by the Ministry of Finance such as

amounts collected from the civil servants’ payroll that was supposed

to be remitted to the banks to service the loan obligations of civil

servants.

3) TBS purchased directly from the Reserve Bank:

• Direct/voluntary acquisition of treasury bills from the Reserve Bank,

by banks.

4) AFTRADES

• Bills issued by the Reserve Bank of Zimbabwe as in pursuance of the

Afrexibank Trade Debt-backed Securities (AFTRADES).
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Background

5) ZAMCO tbs

• Treasury bills issued by the Reserve Bank, through ZAMCO, as private

placements in distressed companies.

6) Capitalisation tbs

• Treasury bills issued by the Government of Zimbabwe to it’s

subsidiaries to assist them with meeting capital adequacy regulations

of the RBZ.
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Fair Value considerations on 

transaction date

IAS 39 requires all financial instruments to be initially measured at fair

value.

The fair value of the TBs will need to be measured in accordance with

IFRS 13 Fair Value Measurements (IFRS 13).

Under IFRS 13, 'Fair value' is the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. [IFRS 13.9, A]

IFRS 13 also indicates that the transaction price is normally the best
evidence of the fair value of a financial instrument on initial
recognition.

However, there may be cases in which it is appropriate for an entity to

determine that the fair value on initial recognition is different from the

transaction price.



11

Fair Value considerations 

on transaction date
Examples of conditions that can result in a difference between the fair

value on initial recognition and the transaction price include (amongst

others) :

• The transaction being between related parties;

• The transaction taking place under duress - e.g. if the seller is

experiencing financial difficulty;

• The market in which the transaction takes place being different from 

the principal (or most advantageous) market. [IFRS 13.B4]

The factors above need to be considered to determine whether the 

transaction price is considered to be at fair value or not.
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Classification of treasury 

bills
The following financial instruments categories in IAS 39.9 are 
considered

• Financial assets at fair value through profit or loss

• Held to maturity investments

• Loans and receivables

• Available for sale financial assets
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Classification of treasury 
bills

Financial assets at fair value through profit or loss

An instrument at fair value through profit or loss is a financial instrument

that meets either of the following conditions.

(a) It is classified as held for trading. A financial instrument is classified

as held for trading if:

(i) it is acquired or incurred principally for the purpose of selling or
repurchasing it in the near term;

(ii) on initial recognition it is part of a portfolio of identified financial

instruments that are managed together and for which there is evidence of a
recent actual pattern of short-term profit-taking; or

(iii) it is a derivative (except for a derivative that is a financial guarantee

contract or a designated and effective hedging instrument).

(b) Upon initial recognition it is designated by the entity as at fair value
through profit or loss.
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Classification of treasury 

bills
Held to maturity investments:

Held-to-maturity investments are non-derivative financial assets with

fixed or determinable payments and fixed maturity that an entity has the

positive intention and ability to hold to maturity.
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Classification of treasury 

bills
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or

determinable payments that are not quoted in an active market other

than:

(a) Those that the entity intends to sell immediately or in the near term,

which shall be classified as held for trading, and those that the entity

upon initial recognition designates as at fair value through profit or loss;

(b) Those that the entity upon initial recognition designates as available

for sale; or

(c) Those for which the holder may not recover substantially all of its

initial investment, other than because of credit deterioration, which shall

be classified as available for sale.
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Classification of treasury 

bills
Available for sale financial assets

Available-for-sale financial assets are those non-derivative financial assets

that are designated as available for sale or are not classified as:

(a) Loans and receivables;

(b) Held-to-maturity investments; or

(c) Financial assets at fair value through profit or loss.

Management may designate the TBs into this category at initial

recognition. Should management do so, the TBs will be measured at fair

value with all fair value changes recognised in other comprehensive

income.
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Subsequent measurement

Classification Subsequent measurement

Financial assets at fair value 
through profit or loss

Fair Value with changes going 
through P/L

Held to maturity investments Amortised cost

Loans and receivables Amortised cost

Available for sale financial assets Fair Value with changes going 
through OCI
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Subsequent measurement

'Fair value' is the price that would be received to sell an asset or paid to

transfer a liability in an orderly transaction between market participants at

the measurement date. [IFRS 13.9, A]

For Zimbabwean tbs it can be concluded that there is no market for these

instrument due to the unavailability of information on trades that are

occurring on the secondary market.

Therefore, entities will have to make use of other valuation techniques in

order to determine FV.

This therefore falls into Level 3 criteria and entity management will need

to disclose the inputs they have used in determining the FV. Their

auditors will need to assess reasonableness of these inputs.

For instruments carried at amortised cost it can be assumed that the

amortised cost best estimates the instrument’s FV.
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Example: Exporter funds 

tbs
Bank X received treasury bills worth US$1 000 000 from the RBZ on behalf of 

Company Y in lieu of exporter funds balances. These treasury bills have a coupon of 

2% and will mature in 3 years.

Company Y then in turn sold these treasury bills to Bank X for a 20% discount.

Questions:

1) How should Bank X account for the receipt of the treasury bills from the RBZ?

2) How should Company Y account for the sale of the treasury bills to Bank X?

3) How should Bank X account for the purchase of the treasury bills from 

Company Y?
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Example: ZAMCO tbs
The Borrower Z has a US$1 million loan facility that it was servicing over the 

remaining 3 years at 10% from the Bank X. The loan’s effective interest rate is 12% 

and the face value would be repaid at the maturity date. 

The bank transferred the loan to ZAMCO at the beginning of the year with 3 

remaining service years. ZAMCO restructured the loan so that it may be paid over 6 

years at 8% coupon and only 90% of the face value would be repaid at end of year 

6. 

US$5 000 costs were incurred for restructuring the loan in form of legal fees, etc.

Questions:

1) What are the accounting considerations for Bank X?

2) What are the accounting considerations for Borrower Z?
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Derecognition of financial 

assets
According to paragraph 25 of IAS 39, if, as a result of a transfer, a financial asset is 

derecognised in its entirety but the transfer results in the entity obtaining a new 

financial asset or assuming a new financial liability, or a servicing liability, the entity 

shall recognise the new financial asset, financial liability or servicing liability at fair 

value.

Paragraph 26 refers: On derecognition of a financial asset in its entirety, the 

difference between:

(a) the carrying amount and

(b) the sum of (i) the consideration received (including any new asset obtained less 

any new liability assumed) and (ii) any cumulative gain or loss that had been 

recognised in other comprehensive income (see paragraph 55(b)) shall be 

recognised in profit or loss.
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Derecognition of financial 

assets
Proposed journal on the Bank receiving the TBs.

Dr ZAMCO TB financial Asset (SFP)

Dr/Cr Loss/Gain on transfer of NPL (P/L)

Cr Loan receivable from borrower-NPL (SFP)

Dr Allowance for credit losses (SFP)
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Derecognition by borrrower
—Paragraph 40-41: An exchange between an existing borrower and lender of debt

instruments with substantially different terms shall be accounted for as an
extinguishment of the original financial liability and the recognition of a new
financial liability. Similarly, a substantial modification of the terms of an existing
financial liability or a part of it (whether or not attributable to the financial
difficulty of the debtor) shall be accounted for as an extinguishment of the
original financial liability and the recognition of a new financial liability.

—The difference between the carrying amount of a financial liability (or part of a
financial liability) extinguished or transferred to another party and the
consideration paid, including any non-cash assets transferred or liabilities
assumed, shall be recognised in profit or loss.
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Derecognition by borrower

Carrying amount=Present Value (PV): n=3, i=12%, pmt=$100,000, FV=$1 million, 

PV= 951 963.37

New Carrying amount=Present Value (PV): n=6, i=12%, pmt=$80,000, FV=$900 

0000, PV=784 880.59

Difference= 167 082.78 (951 963.37 less 784 880.59), thus, 167 082.78/951 

963.37=17.55% (greater than the 10% referred to above)
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