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IASB meeting on 17 May 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 May 2016 meeting the IASB unanimously 
agreed to grant the Staff permission to begin the 
balloting process for the proposed amendments 
to IFRS 4 Insurance Contracts (IFRS 4), 
Applying IFRS 9 Financial Instruments (IFRS 9) 
with IFRS 4. One IASB member intends to 
dissent from the publication of the amendments 
because she believes that the temporary 
exemption results in a significant loss of 
information compare to application of IFRS 9 
and that the overlay approach was sufficient to 
address concerns raised by preparers. The Board 
expects to issue final amendments to IFRS 4 in 
September 2016. 

The Board decided to require reassessment of 
eligibility for the temporary exemption from 
applying IFRS 9 if there has been a significant 
demonstrable change in the corporate structure 
that could result in a change in the predominant 
activities. The Board also decided to permit the 
reassessment if an entity was not eligible for the 
temporary exemption and there was a significant 
demonstrable change before 1 January 2018 that 
resulted in a change in the predominant 
activities. 

For the temporary exemption the Board 
confirmed the fixed expiry date of 1 January 2021 
and for the overlay approach the Board 
confirmed having no fixed expiry date. 

The Board decided to permit first-time adopters 
of IFRS to apply both the temporary exemption 
and the overlay approach. The Board also 
decided to permit relief from applying consistent 
accounting policies in relation to the temporary 
exemption for investors and investees when the 
equity method is used.  

Reassessment of eligibility for the 
temporary exemption from applying 
IFRS 9  

All Board members voted in favour of a 
mandatory reassessment of eligibility for the 
temporary exemption if there has been a 

significant demonstrable change in the corporate 
structure that could result in a change in the 
predominant activities. The predominance ratio 
should be computed as at the end of the 
reporting period when the change occurs. If, as a 
result, the entity no longer qualifies for the 
temporary exemption, IFRS 9 should be adopted 
from the second annual period after the change 
or the annual period on or after the expiry date of 
the temporary exemption, whichever is earlier. 
For example, if a demonstrable change occurs in 
2018, the predominance ratio should be 
computed as of 31 December 2018 and if the 
entity no longer qualifies for the exemption, 
IFRS 9 should be applied from the annual period 
starting 1 January 2020. If the entity no longer 
qualifies for the temporary exemption, it should 
disclose this fact along with the reason for it and 
the date when the change occurred.  

All Board members voted to permit the 
reassessment of eligibility for the temporary 
exemption if an entity was not eligible as of the 
annual period end between 1 April 2016 and 31 
March 2017 and a significant demonstrable 
change in the corporate structure occurred 
before the effective date of IFRS 9 (1 January 
2018). The predominance ratio should be 
computed as of the end of the reporting period 
when the change occurred. If the entity becomes 
eligible for the temporary exemption, it should 
disclose the reason for it along with the date and 
explanation of the change in the corporate 
structure.  

One Board member asked the Staff to clarify 
what comprises a demonstrable change in 
structure that results in a reassessment. The Staff 
clarified that a demonstrable change in structure 
should result in a change in business activities. 
Other changes such as change in financing do not 
qualify as a demonstrable change in structure.  

One Board member also clarified that the 
proposed amendments do not impact the 
tentative decision of the IASB that once a 
reporting entity starts applying IFRS 9, it cannot 
stop applying it later. The other Board member 
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noted that there should be an actual change in the 
structure rather than an intention or plan to 
change and that there should be an immediate 
change in the business activities. This implies that 
starting issuing insurance contracts or accounting 
for non-insurance business under IFRS 5, Non-
current assets held for sale and discontinued 
operations (as opposed to the actual disposal of 
non-insurance business) are not likely to impact 
eligibility for the temporary exemption.  

Fixed expiry date and other aspects of 
the temporary exemption and the 
overlay approach 

All Board members voted for eligible entities to 
stop applying the temporary exemption no later 
than for annual periods beginning on or after 1 
January 2021. Entities are permitted to stop 
applying the temporary exemption at the 
beginning of any annual reporting period. An 
entity that stops applying the temporary 
exemption from IFRS 9 is permitted to apply the 
overlay approach and otherwise should use the 
relevant transition requirements in IFRS 9. The 
temporary exemption is effective 1 January 2018 
and the overlay approach is effective when an 
entity first applies IFRS 9.  

13 out of 14 Board members voted in favour of no 
expiry date for the overlay approach. One Board 
member noted that if the new insurance standard 
adoption is deferred indefinitely, insurers will 
also indefinitely enjoy the overlay approach. 
Another Board member commented that the 
overlay approach seems to be a reasonable 
compromise to allow insurers to minimise 
accounting mismatches arising from the adoption 
of IFRS 9 at relatively low cost.  

Applying the temporary exemption 
and the overlay approach by first-time 
adopters of IFRS  

All Board members voted in favour of permitting 
first-time adopters of IFRS to use the temporary 
exemption and the overlay approach. In 
computing the predominance ratio for the 
temporary exemption entities should use carrying 
amounts of liabilities applying applicable IFRS 
standards.  

The Board members clarified that differences 
between local GAAP and IFRS do not impact the 
assessment and that if the temporary exemption 
is applied, entities are required to apply IAS 39 
and are not allowed to keep national GAAP 
requirements. 

Relief for investors in associates and 
joint ventures 

All Board members voted in favour of relief for 
investors in associates and joint ventures when 
using the equity method from applying uniform 
accounting policies in relation to the temporary 
exemption. The investor can apply the relief on an 
investment-by-investment basis and should 
present additional disclosures if the investor and 
investee use different accounting policies. The 
relief does not apply when the investor and 
investee use different accounting policies in 
relation to the overlay approach. For example, if 
the investor does not use the overlay approach, 
profit or loss of the investee should be recorded 
without the overlay adjustment in applying the 
equity method.  

Some Board members admitted that the decision 
for associates and joint ventures is different from 
the one for subsidiaries where the IASB 
prohibited use of different accounting policies in 
the same set of the financial statements. 
Nevertheless, they supported the relief for 
associates and joint ventures because the investor 
has no control over the investee and it may be 
practically challenging to obtain sufficient 
information to keep consistent accounting 
policies. They do not expect that this will result in 
a significant loss of information. 

One Board member expressed concern that the 
investor makes decision on an investment-by-
investment basis, which may lead to 
inconsistency within one reporting entity.  
Another Board member argued that the impact of 
the inconsistency would be limited as the decision 
for each investee will be irrevocable. If the IASB 
was to further prescribe circumstances when the 
relief could be applied, it would add further 
complexities in the standard.  
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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 Romina Soler or speak with your usual contact at PwC.  
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