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IASB meeting on 15 March 2016
Since a variety of viewpoints are discussed at IASB meetings, and it is often difficult to characterise
the IASB's tentative conclusions, these summaries may differ in some respects from the actions
published in the IASB Observer notes. In addition, tentative conclusions may be changed or modified
at future IASB meetings. Decisions of the IASB become final only after completion of a formal ballot
to issue a final standard

Highlights

At the March meeting the IASB discussed the
proposed amendment to IFRS 4 Insurance
Contracts (IFRS 4), Applying IFRS 9 Financial
Instruments (IFRS 9) with IFRS 4. The Staff
summarised the results from its comment letter
analysis and outreach, including feedback
received from users of financial statements. The
Board also made a number of key decisions that
set the direction for its redeliberations of the
proposed amendments to IFRS 4 including the
following decisions to confirm that:

 the eligibility assessment for the temporary
exemption is performed at ‘the reporting
entity level’ only;

 there should be a temporary exemption and
an overlay approach and that both
approaches should be optional; and

 the temporary exemption has a fixed expiry
date.

At IASB meetings in April and in May the Board
plans to complete its redeliberations of the
proposed amendments to IFRS 4 to be in a
position to issue final amendments to IFRS 4 in
September 2016.

Proposal for a temporary exemption
from applying IFRS 9 for qualifying
entities

11 out of 14 Board members voted in favour of
the proposal of the Exposure Draft (ED) to
provide a temporary exemption from applying
IFRS 9 for qualifying entities.

One Board member noted and a few other Board
members agreed that IFRS 9 and the new
insurance contracts standard represent
significant improvements to the existing
accounting requirements and they thought that

the ultimate goal of the IASB was for these
improvements to be implemented. They believed
that such significant changes would require some
measures in the transition period which they
were willing to accept as long as the ultimate goal
is achieved.

The other discussions of the Board were mostly
around the arguments provided by constituents
supporting the temporary exemption. A few
Board members noted that the cost argument of
preparers was not appealing to them because
they did not think that there would be significant
incremental costs of either the overlay approach
or of the full adoption of IFRS 9 and commented
that the cost would only be deferred in time.
Ultimately all entities would need to adopt IFRS
9 and incur the costs associated with its
adoption.

Some Board members provided the following
arguments to support their decision in favour of
the temporary exemption solution for a short
period of time before the new insurance standard
is applied:

 There may be an accounting mismatch
between the valuation of financial assets and
insurance liabilities and it may result in
accounting volatility in profit or loss if IFRS 9
is adopted earlier than the new insurance
contracts standard; and

 To some extent applying the overlay approach
results in incremental costs. The costs include
applying IFRS 9 before the new insurance
standard is applied and possible
reconsideration of the decisions made for
IFRS 9 when the new insurance contracts
standard is applied. In addition, the costs
include running parallel systems for IFRS 9
and IAS 39 when the overlay approach is
used.
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A few Board members noted that arguments
summarised in the Staff paper are not sufficiently
appealing to provide qualifying entities with the
temporary exemption solution. They found the
concern of preparers about mismatch in
measurement of assets and liabilities and
associated temporary volatility in profit or loss to
be more appealing than other concerns raised
and suggested that the overlay approach
addressed those concerns. Thus, in their view no
other solution was required.

One Board member emphasised that he believed
that information about expected credit losses was
significant and users would be disadvantaged if
the temporary exemption was allowed as this
significant information would not be readily
available. Some Board members noted that their
preference is for the temporary exemption to be
used in very limited circumstances and that
additional disclosures may be required to
address concerns raised by the users about
expected credit loss information. The IASB will
consider those questions at future meetings.

Eligibility assessment level for the
temporary exemption

13 out of 14 Board members voted in favour of
the ED proposal that the eligibility for the
temporary exemption should be determined at
the reporting entity level only. The assessment
considers all of the activities of the reporting
entity, and the reporting entity applies only one
standard, either IFRS 9 or IAS 39, to all of its
financial instruments in its financial statements.

To support the reporting level of eligibility
assessment one Board member noted that she
agreed with the arguments raised by some of the
users during the outreach indicating that
accounting would be more understandable and
less complicated if either the existing accounting
is used (i.e. IAS 39 if the temporary exemption is
applied) or the new accounting (i.e. IFRS 9). A
mixture of the existing and the new accounting
basis will be an additional change for the users
resulting in increased costs and reduced
understandability of insurers’ financial
statements. A few other Board members also
supported the argument about increased
complexity and incremental change in
accounting if the assessment was made below the
reporting entity level.

One Board member raised a concern that banks
which are part of bancassurer groups are likely to

prepare IFRS 9 information based on the
regulatory requirements even though the
bancassurer group decides to apply the
temporary exemption and reports under IAS 39.
It would be important to present this better
information in the group financial statements.
The IASB agreed to consider this question as part
of disclosure requirements redeliberations at a
future meeting. Other Board members and Staff
noted that this information may be disclosed as
part of segment disclosures under existing
requirements if this is the information
management of a bancassurer group analyses for
the banking segment.

Fixed expiry date for the temporary
exemption

13 out of 14 Board members voted in favour of
the ED proposal to provide a temporary
exemption from applying IFRS 9 for qualifying
entities.

A few Board members noted that the only reason
why they agree to have the temporary exemption
solution is the fixed expiry date, i.e. the
temporary exemption would only be available for
a short period of time irrespective of the progress
of the IASB in finalising the new insurance
contracts standard.

Overlay approach proposal

13 out of 14 Board members voted in favour of
the ED proposal to provide an overlay approach.

One Board member commented that he did not
support the overlay approach in addition to the
temporary exemption, as providing both
approaches and available choices under the
overlay approach adds to the variability in the
way insurers can prepare their financial
statements and reduces comparability. In
addition, entities would be able to use the overlay
approach even if they issue a small number of
insurance contracts.

Should the temporary exemption from
applying IFRS 9 and the overlay
approach be optional?

All Board members voted in favour of the ED
proposal that the temporary exemption from
applying IFRS 9 and the overlay approach should
be optional.
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Results from comment letter analysis
and IASB outreach, including feedback
received from users of financial
statements

The staff summarised the key concerns raised in
the outreach and comment letters from preparers,
professional firms and regulators (together ‘other
constituents’) separately from those of users.

Other constituents supported the IASB’s intention
to address concerns raised by preparers and
supported the introduction of both the temporary
exemption and the overlay approach. Other
constituents agreed that both approaches should
be optional. Many of those other constituents
supporting the temporary exemption thought that
assessment at both the reporting entity level and
below the reporting entity level was appropriate.
Many other constituents noted that the overlay
approach will not be used by many preparers.
Additional comments received from other
constituents indicated that first time adopters
should be allowed to use both approaches and
that exemption should be provided from applying
the same accounting policies for associates when
results from associates are included into the
financial statements using the equity method. The
latter would allow the use of different standards
for financial assets of associates and investors in
the financial statements of investor.

Comment letters and outreach from the users of
financial statements indicated that many users do
not support the temporary exemption from
adoption of IFRS 9. Users found information
about expected credit losses useful and thus
would prefer the overlay approach (i.e. having
information prepared both under IFRS 9 and IAS
39 requirements) if the IASB is to do anything to
address the concerns of insurers.

Users did not support assessment for the
temporary exemption at a level below the
reporting entity. Users were concerned about
two significant accounting policy changes in a
short period of time (adoption of IFRS 9 and the
new insurance contracts standard) and
commented that the temporary exemption below
the reporting entity level represents an
additional significant accounting policy change,
which would contribute to existing complexity of
the financial statements of insurers.

The key technical question that will be
considered at future meetings is how the
eligibility criteria could be changed to better
capture the appropriate entities (i.e. those
considered ‘pure insurers’). For the temporary
exemption the IASB will also consider at future
meetings disclosure requirements, timing of
eligibility assessment, reassessment of eligibility,
and stopping applying the temporary exemption
before the fixed expiry date.

For the overlay approach the IASB will consider
eligible assets, presentation in the statement of
comprehensive income, disclosure
requirements, and stopping applying the overlay
approach before applying the new insurance
contracts standard.

Other technical questions to be considered
include the fixed expiry date for both
approaches, availability of the approaches for
first-time adopters of IFRS, uniform accounting
policies when the equity method is used to
account for associates, and due process and
permission to ballot.

Contact us:

If you would like to discuss any of the issues raised in this summary, please call or contact Gail Tucker
or Mary Saslow or speak with your usual contact at PwC.

Gail Tucker (PwC UK)
Partner
Phone: +44 (0) 207 212 3867
Email: gail.tucker@uk.pwc.com

Mary Saslow (PwC US)
Managing Director
Phone: +1 (860) 241-7013
Email: mary.saslow@us.pwc.com


