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IASB meeting on 19 April 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 April meeting the IASB continued its 
redeliberations of the proposed amendments to 
IFRS 4 Insurance Contracts (IFRS 4), Applying 
IFRS 9 Financial Instruments (IFRS 9) with 
IFRS 4.  

The Board decided to revise the eligibility criteria 
for meeting the temporary exemption from 
applying IFRS 9 (‘the temporary exemption’), 
which is expected to expand the population of 
entities eligible for it. The Board also changed the 
assessment date for eligibility to an earlier period 
than the initial application date of IFRS 9. 

The Board also made decisions relating to 
application, presentation and disclosure of the 
overlay approach, disclosures relating to the 
application of the temporary exemption, and 
disclosure of other information when the 
temporary exemption is applied.  

At the IASB meeting in May the Board plans to 
complete its redeliberations relating to the 
proposed amendments to IFRS 4, including the 
expiry date and whether first time adopters 
should be prohibited from applying the 
temporary exemption or overlay approaches. The 
Board expects to be in a position to issue final 
amendments to IFRS 4 in September 2016.  

Temporary exemption from applying 
IFRS 9: eligibility criteria  

12 out of 13 Board members present voted in 
favour of a revised eligibility assessment based 
on a ‘predominance ratio’ computed as the 
carrying amount of liabilities related to insurance 
activities plus other ‘connected liabilities’ divided 
by the total carrying amount of a reporting 
entity’s liabilities. Activities relate to insurance if 
they represent issuing contracts within the scope 
of IFRS 4 and issuing investment contracts 
measured at fair value through profit or loss. 
Liabilities relating to IFRS 4 contracts must be 
significant compared to the total liabilities of the 
reporting entity. 

Other connected liabilities may include liabilities 
from funding, pensions, taxes, derivatives used 
to hedge insurance liabilities and other activities 
that are necessary to support insurance-related 
activities.  

Entities for which the predominance ratio 
exceeds 90% are eligible for the temporary 
exemption. If the ratio is below 90% but above 
80%, entities need to provide evidence that they 
do not have a significant activity that is unrelated 
to insurance.  

12 out of 13 Board members present voted in 
favour of the predominance ratio being 
computed at the annual reporting date of the 
entity between 1 April 2015 and 31 March 2016. 
The rationale for this time period, versus the 
initial application date of IFRS 9 was to allow 
entities that do not qualify for the temporary 
exemption more time to prepare for IFRS 9 
adoption. 

12 out of 13 Board members present supported 
the following disclosures relating to the 
application of the temporary exemption: 

 the fact that it is applying the temporary 
exemption and how the conclusion about 
eligibility is reached;  

 liabilities other than those in scope of IFRS 4 
added to the numerator of the predominance 
ratio; and 

 if the predominance ratio is between 90% and 
80%, how the conclusion was reached about 
having no significant activity unrelated to 
insurance.  

A few Board members thought that including in 
the standard examples of liabilities that are 
connected to insurance activities could be 
misleading as there will always be a question if 
other liabilities qualify. One Board member 
suggested having a comprehensive example in 
the appendix to the standard to avoid the list of 
examples of liabilities. Based on the questions 
raised by the IASB members the Staff will 
consider how to effectively communicate 
examples in drafting the amendments to IFRS 4. 
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One Board member commented that using fixed 
percentages in IFRS is not common, however, it 
was acceptable as a temporary solution. Another 
Board member commented that there are fixed 
percentages when IFRS provide exceptions from 
general principles which is the case for the 
temporary exemption.  

The Staff recommended that if there are market 
fluctuations, an entity is required to use three-
year average balances to calculate the 
predominance ratio. One Board members 
commented that accepting a predominance ratio 
below 90% and above 80% in certain 
circumstances is already a concession to insurers 
compared to requiring a ratio exceeding 90%. It 
was agreed not to provide an option for a three 
year average test to avoid further complications.  

Temporary exemption from applying 
IFRS 9: disclosures 

11 out of 13 Board members present voted to 
confirm the disclosures proposed in the ED if 
the temporary exemption is applied and the 
additional disclosures suggested by the Staff: 

 to present information about the nature 
and characteristics of the financial 
assets with a sufficient level of 
granularity; 

 to disclose the fair value of financial 
assets with contractual cash flows that 
are not solely principal plus interest 
(SPPI) separately from those that are; 

 to disclose fair value and amortised cost 
before impairment, measured in 
accordance with IAS 39 for financial 
assets that do not have low credit risk 
and are SPPI; and 

 to refer to any IFRS 9 information 
publicly available in financial statements 
of the subsidiary.  

A Board member commented that during the 
outreach users asked for disclosure of 
quantitative information about expected credit 
losses, however, this was considered to be too  

onerous for preparers applying the temporary 
exemption. The latest disclosures of fair value and 
amortized cost for SPPI assets with higher credit 
risk decided on by the Board are intended to 
supplement the ED requirements relating to 
qualitative risk exposure disclosures (such as 
credit risk rating). Information about expected 
credit losses would potentially be reflected in the 
fair values of financial assets subject to the future 
expected credit loss measurement under IFRS 9.   

The overlay approach 

12 out of 13 Board members present voted to 
confirm the disclosures proposed in the ED when 
the overlay approach is applied. They also voted 
to clarify that qualifying assets include certain 
surplus assets that an entity holds for regulatory, 
credit rating or internal capital requirements. 
They also clarified that in applying par. 37D(b) of 
the ED, the disclosure should explain the basis for 
designating financial assets under the overlay 
approach when held by an entity other than the 
one issuing contracts in scope of IFRS 4. 
 
12 out of 13 Board members present voted in 
favour of the Staff proposal to require IFRS 9 
reporting of financial assets in the income 
statement, with separate presentation of the 
overlay adjustment in a single separate line both 
in profit or loss and other comprehensive income, 
and with disclosure of the effects of the overlay 
adjustment on individual financial line items in 
the notes.  

12 out of 13 Board members present voted to 
confirm the ED proposal on initial application 
and ceasing to apply the overlay approach, 
applying the overlay approach on a pre-tax basis 
and transition requirements.  

Members supporting the disclosure about the 
designation of financial assets held by a legal 
entity other than one issuing contracts in the 
scope of IFRS 4 commented that disclosure of the 
nature of the relationship is warranted given that 
this situation is somewhat unusual.  
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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 
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