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Insurance
IFRS Newsletter

Issue 53, April 2016

“Many entities will 
welcome the broader 
criteria for insurers to 
defer application of 
IFRS 9.”
 –  Joachim Kölschbach, 

KPMG’s global IFRS 
insurance leader

Revised criteria for 
deferring IFRS 9
At its April meeting, the IASB responded to feedback on its 
exposure draft Applying IFRS 9 Financial Instruments with IFRS 4 
Insurance Contracts (the ED), by broadening the qualifying 
criteria for deferring IFRS 9 and introducing additional relevant 
disclosures. It also made decisions on the overlay approach.

Temporary exemption – Qualifying criteria
Feedback suggested that the population of entities that would qualify for the 
temporary exemption was too narrow, and recommended changes to the 
predominance criterion that would increase the number of entities that would qualify. 
As a consequence, it revised the qualifying criteria to include activity predominantly 
‘related to insurance’, which includes issuing investment contracts that are measured 
at fair value through profit or loss (FVTPL) and ‘other’ liabilities related to insurance 
activity, but with an increased threshold.

Temporary exemption – Disclosures
The IASB confirmed certain disclosures and amended others to help users of 
financial statements compare entities that do and do not use the temporary 
exemption without creating excessive costs for preparers. Also, an entity would 
refer to any IFRS 9 information that is not provided in the consolidated financial 
statements but is publicly available for the relevant period in the financial statements 
of a subsidiary.

Overlay approach
The IASB clarified that qualifying financial assets could include financial assets related 
to surplus assets that an entity holds for regulatory or capital requirements. It also 
confirmed other aspects of the overlay approach proposed in the ED and amended 
others related to the presentation of the overlay adjustment in the statement of 
comprehensive income that may improve comparability between entities.

Next steps
The IASB will discuss the remaining technical issues in May. The final amendments to 
IFRS 4 are currently expected to be published in September 2016.
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Temporary exemption

The IASB broadened 
the criteria allowing 
entities to apply the 
temporary exemption.

Qualifying criteria
What’s the issue?
The ED proposed that a temporary exemption from applying IFRS 9 would be 
permitted for entities that issue contracts in the scope of IFRS 4 if this activity is 
predominant for the reporting entity.1 It proposed that the assessment of whether 
the insurance activities are predominant would be based on the carrying amount of 
the entity’s liabilities arising from contracts that are in the scope of IFRS 4 relative 
to the total carrying amount of its liabilities at the date on which it would otherwise 
be required to apply IFRS 9. The ED did not propose a quantitative threshold 
for assessing the predominance of insurance activities; however, it included an 
example in which an entity’s insurance activities were not considered predominant 
even though they made up 75 percent of its total liabilities.

Feedback from respondents showed that most believed that the population of 
entities that would qualify for the temporary exemption was too narrow. The 
proposed predominance test would have excluded many entities that consider 
themselves ‘pure insurers’. Respondents therefore recommended changes to the 
predominance criterion to increase the number of entities that would qualify.2 

Some respondents noted that entities would need to assess whether they are 
eligible for the temporary exemption much earlier than the proposed date of 
1 January 2018 because an entity would need enough time to implement IFRS 9 if 
it finds that it does not qualify for the temporary exemption. 

Consequently, the IASB decided to consider revising the ED’s proposed eligibility 
and assessment criteria for the temporary exemption. 

What did the staff recommend?
The staff recommended the following.

Recommendation Rationale

Qualifying criteria

The criteria under which an entity 
should be permitted to apply the 
temporary exemption should: 

1. retain the requirement that the 
entity has not previously applied 
any version of IFRS 9 (except for 
the own credit requirements in 
isolation); and

 − Entities should not be permitted 
to revert back to applying IAS 39 if 
they have already applied IFRS 9, 
because the concerns raised by 
stakeholders arise only when an 
entity currently applies IAS 39 
and subsequently applies IFRS 9 
before the forthcoming insurance 
contracts standard. If an entity has 
already applied IFRS 9, then these 
costs have already been incurred.

 − The predominance criterion 
should be quantitative rather 
than qualitative, because this 
would provide a more objective 
assessment that can be more clearly 
described, understood and applied. 

1. For more information, see our New on the Horizon: Insurance amendments.
2. For more information on the feedback, see Issue 52 of our IFRS Newsletter: Insurance.

https://assets.kpmg.com/content/dam/kpmg/pdf/2015/12/noth-insurance-amendments.pdf
https://assets.kpmg.com/content/dam/kpmg/pdf/2016/03/insurance-newsletter-2016-52a.pdf
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Recommendation Rationale

2. modify the requirement that the 
entity’s activities are predominantly 
related to insurance so as to 
comprise: 

a. issuing contracts in the scope of 
IFRS 4 that give rise to liabilities 
whose carrying amount is 
significant compared with the 
total carrying amount of the 
entity’s liabilities; and

b. issuing investment contracts that 
are measured at FVTPL under 
IAS 39 Financial Instruments: 
Recognition and Measurement.

 − Using liabilities as a basis for the 
calculation of a ratio is better than 
using amounts from the statement 
of comprehensive income, which 
may be more volatile.

 − If they are issued by an insurance 
company, then investment 
contracts measured at FVTPL under 
IAS 39 should be considered an 
insurance activity, because they 
are often sold alongside similar 
products with significant insurance 
risk and are regulated as insurance 
contracts (i.e. they are related 
to insurance).

Assessing whether the entity’s activities are predominantly related to 
insurance

The predominance ratio should be 
drafted as follows.

 − Other liabilities not in the scope of 
IFRS 4 should also be included in 
the calculation if they are related to 
insurance activity.

 − Any adjustments to the 
predominance ratio for liabilities 
should be reflected in the 
numerator, so that the denominator 
reflects the entity’s total liabilities, 
which is simple to understand and 
is anchored to an amount on the 
balance sheet. 

 − The threshold suggested in the ED 
should be increased to reflect the 
revised predominance criterion.

 − Requiring an entity to consider 
additional factors when the ratio 
is greater than 80% and less than, 
or equal to, 90% could provide 
an appropriate assessment of 
whether the entity has at least 
one non-insurance activity that is 
considered significant.

Predominance 
ratio =

[Liabilities arising from 
activities related to 
insurance] + [‘other’ liabilities 
that are connected to those 
activities]

Total carrying amount of the 
entity’s liabilities

 − Liabilities arising from activities 
related to insurance should be the 
liabilities arising from the contracts 
described in paragraphs (2)(a) and 
(b) above.

 − The IASB should provide examples 
of ‘other’ liabilities that are 
connected to those activities.

In addition, an entity’s activities 
should be deemed to be 
predominantly related to insurance 
only if the predominance ratio is: 

 − greater than 90%; or

 − greater than 80% but less than, or 
equal to, 90% and the entity can 
provide evidence that it does not 
have a significant activity that is 
unrelated to insurance.
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Recommendation Rationale

Date of assessment

1. First test: An entity should 
ordinarily be required to calculate 
the predominance ratio using the 
carrying amounts of the liabilities 
reported at the annual reporting 
date between 1 April 2015 and 
31 March 2016 (i.e. the date 
of assessment).

2. Second test: However, if market 
fluctuations in the annual 
period leading up to the date of 
assessment have significantly 
affected an entity’s predominance 
ratio (i.e. they have affected 
the carrying amounts of any of 
its liabilities), then the entity 
should be required to calculate 
the predominance ratio using an 
average of the relevant carrying 
amounts on its annual balance 
sheet for the three years before the 
date referred to in the first test.

 − There is a trade-off between 
requiring an entity to use the most 
up-to-date information and reducing 
the ‘waiting’ period during which 
the entity is uncertain whether 
it qualifies for the temporary 
exemption. 

 − A date of assessment in 2017 
may not significantly reduce the 
uncertainty about whether the 
entity is required to apply IFRS 9 
in 2018. 

 − Unusual market fluctuations in the 
period leading up to the date of 
assessment could affect whether 
an entity meets the predominance 
criterion because they could affect 
the carrying amounts of liabilities 
that are measured using a current 
discount rate (e.g. those liabilities 
measured at fair value).

What did the IASB discuss? 
Board members suggested minor clarifications to the meaning of activities ‘related 
to insurance’ and ‘other’ liabilities, which the staff will consider during the drafting 
process. They also asked the staff to consider examples to be included in the final 
amendments for other liabilities that would be considered in the predominance test 
and make sure that they are not too exclusive. 

Some members suggested that the wording in the final amendments should make 
it clear that when an entity’s predominance ratio is 80–90 percent, then the entity 
should assess whether the remainder (i.e. 10–20 percent of non-insurance liabilities) 
includes at least one significant activity not related to its insurance activities.

The Board members also suggested that the predominance assessment should 
be done only at the annual reporting date between 1 April 2015 and 31 March 2016 
(i.e. the first test), without the availability of the second test.

What did the IASB decide? 
The IASB agreed with the staff recommendations on qualifying criteria and 
assessing whether the entity’s activities are predominantly related to insurance. 
They also agreed only to allow a date of assessment for computation of the 
predominance ratio at the annual reporting date between 1 April 2015 and 31 March 
2016 (i.e. the first test).
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Additional disclosures 
would be made for all 
financial assets held 
by an entity.

Disclosures
What’s the issue?
As part of the feedback received via outreach, users of financial statements 
expressed concerns that the temporary exemption would result in a lack of 
comparability both within the insurance industry and with other industries. To 
address this concern, the IASB proposed disclosure requirements to help users 
make comparisons between entities that do and do not apply the temporary 
exemption without creating excessive costs for preparers. The proposed 
requirements are similar to some of the disclosures required under IFRS 9. 
However, they focus on the assessment of the contractual terms of financial assets, 
which reduces an entity’s need to assess its business model before applying the 
forthcoming insurance contracts standard. These proposed disclosures include:

 − for financial assets that would be measured at FVTPL under IFRS 9 because they 
do not meet the ‘solely payments of principal and interest test’ (SPPI test): the fair 
value at the reporting date and the fair value change during the reporting period;

 − credit risk information about financial assets that would meet the SPPI test 
under IFRS 9 and are not held for trading or managed on a fair value basis; and

 − how an entity concluded that it is eligible for the temporary exemption.

Preparers responding to the ED considered the proposed disclosure requirements 
to be overly burdensome – e.g. disclosures that would require the entity to run 
IFRS 9 and IAS 39 systems in parallel should be avoided. Conversely, users 
supported the disclosures and believed that they would achieve the objectives 
expressed by the IASB. However, the users also stated that the IASB should 
require additional disclosures of IFRS 9 information, including more disclosures 
about expected credit losses, including quantitative information.

What did the staff recommend? 
Based on the feedback received, the staff recommended the following.

Recommendation Rationale

Fair value for financial assets that fail the SPPI test

Amend the disclosure proposed in 
paragraph 37A(c) of the ED to require 
an entity to disclose the fair value at 
the reporting date and the fair value 
change during the reporting period 
separately for:

 − financial assets that do not meet 
the SPPI test; and

 − all other financial assets. 

 If the carrying amount under IAS 39 
is a reasonable approximation of the 
fair value, then an entity should not 
be required to disclose the fair value 
in accordance with paragraph 29(a) 
of IFRS 7 Financial Instruments: 
Disclosures.

 − The recommended amendments 
to the proposed disclosure 
requirements would provide more 
useful information to users of 
financial statements.

 − To provide context for users of 
financial statements to understand 
the magnitude of an entity’s assets 
that fail the SPPI test (a proposed 
disclosure in the ED), an entity 
should also disclose the fair value 
of financial assets that meet the 
SPPI test.
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Recommendation Rationale

 − Given that entities are already 
required to provide fair value 
information under IFRS 7, the staff 
did not believe that this additional 
disclosure would be overly 
burdensome to preparers.

 − To maintain consistency with 
IFRS 7, the staff suggested allowing 
entities to use the carrying amount 
under IAS 39 when it reasonably 
approximates fair value.

Add to the disclosure proposed in 
paragraph 37A(c) to require an entity 
to present this information with 
enough granularity to enable users of 
financial statements to understand 
the nature and characteristics of the 
financial assets.

 − An entity that applies this approach 
should apply the level of granularity 
in this disclosure that is expected 
to be presented by entities applying 
IFRS 9.

Credit risk exposure for financial assets that meet the SPPI test

Add to the disclosure proposed in 
paragraph 37A(d) to require that, for 
financial assets in the scope of this 
disclosure that do not have low credit 
risk at the reporting date, an entity 
would disclose the fair value and the 
gross carrying amount measured 
under IAS 39.

 − The staff agreed with the 
feedback from some users that 
entities should provide additional 
information only for certain financial 
assets that do not have low credit 
risk because the differences in the 
impairment amounts calculated 
applying IFRS 9 and IAS 39 could 
be significant.

 − Because most insurers tend to hold 
high-quality financial assets and 
this requirement would apply only 
to certain financial assets, the staff 
believed that this should not be 
overly burdensome.

 − Entities should only be required to 
disclose the fair value and gross 
carrying amounts to balance 
the needs of users and limit the 
additional costs to preparers.
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Recommendation Rationale

Eligibility for the temporary exemption

Retain the requirement that an entity 
disclose the fact that it is applying 
the temporary exemption and how 
it concluded that it is eligible for the 
temporary exemption. 

In addition, an entity should disclose:

 − any liabilities, other than those 
arising from contracts in the scope 
of IFRS 4, that are included in the 
numerator of the predominance 
ratio; and

 − the information used to determine 
that the entity’s activities are 
predominantly related to insurance 
if the predominance ratio is greater 
than 80% but less than, or equal 
to, 90%.

 − Respondents did not express any 
concerns about these proposed 
disclosures.

 − As a result of the staff’s 
recommendations on the 
predominance criterion and the 
predominance ratio, additional 
disclosures should be required to 
explain how entities conclude that 
they are eligible for the temporary 
exemption.

Other disclosures

Add a disclosure to require an entity 
to refer to any IFRS 9 information that 
is not provided in the consolidated 
financial statements but is publicly 
available for the relevant period in the 
individual financial statements.

 − This additional disclosure should: 

- not impose an additional burden 
on preparers because it would 
only refer to another source of 
information; and

- provide a link to additional 
information if an entity applies 
the temporary exemption at one 
level within the entity but reports 
under IFRS 9 at another level.

What did the IASB discuss? 
Responding to a question from one Board member, the staff said that the term 
‘credit risk’ for the purposes of the recommended disclosure would be defined 
consistently with the definition in IFRS 9 and this would be made clear in the 
drafting of the final amendments. Another Board member suggested that the staff 
make it clear that the disclosures about changes in fair value would be required 
after the first year of adoption of the temporary exemption.

What did the IASB decide? 
The IASB agreed with the staff recommendations, but agreed to clarify the 
recommendation on eligibility disclosures: an entity would disclose any liabilities, 
other than those arising from contracts in the scope of IFRS 4, that are included 
in the numerator of the predominance ratio only if the ratio is not greater than 
90 percent.
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KPMG insight

Comparability

Under the broader qualifying criteria, more entities that are considered to be 
insurers by users of financial statements are likely to qualify for the temporary 
exemption. However, entities with any significant activities that are unrelated 
to insurance (e.g. banking activities) would still not qualify. 

Because the revised (and more tailored) predominance ratio would result in 
more insurers being able to apply the temporary exemption, it would result 
in increased comparability between entities considered to be insurers. 
However, it may also result in an additional lack of comparability for users when 
comparing entities within the insurance industry with other industries.

Complexity

The calculation of the predominance ratio would be more complex than that 
proposed in the ED, because additional liabilities would be included in the 
numerator. This added complexity should not typically outweigh the benefits of 
a broader approach. 

Costs

As entities determine whether to apply the temporary exemption, they should 
also consider the additional costs related to the disclosures proposed in the ED 
and those agreed by the Board this month. Although some of this information 
may already be available to insurers (e.g. fair value information is currently 
required under IFRS 7), costs to implement new processes and controls could 
result in added costs that would not be incurred if an entity chose to implement 
IFRS 9 instead.
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Overlay approach

The IASB amended the 
overlay approach to 
enhance comparability 
between entities.

What’s the issue?
Respondents to the ED broadly agreed with the proposed requirements of the 
overlay approach. However, some were concerned that the approach would not 
be applied consistently due to the proposed criteria for qualifying assets and 
on how to present the effects of the overlay adjustment in the statement of 
comprehensive income.

Based on the feedback, the IASB considered whether any aspect of the overlay 
approach should be amended.

What did the staff recommend? 
Based on feedback received through previous outreach conducted and responses 
received on the ED, the staff recommended the following.

Recommendation Rationale

Qualifying financial assets for the overlay approach and related disclosure

Confirm the ED proposals on:

 − the qualifying criteria for the 
approach (paragraph 35B of the ED); 

 − the designation requirements of 
previously recognised financial 
assets (paragraphs 35E(a)–(c)); and

 − certain disclosures (paragraphs 37C 
and 37D(a)–(d))3.

The staff also recommended that 
the Board: 

 − clarify that qualifying financial 
assets could include surplus assets 
that an entity holds for the purposes 
of regulatory, credit rating or 
internal capital requirements; and 

 − require an entity to disclose the 
basis for determining the financial 
assets to which the overlay 
approach is applied, when the 
designated financial assets are held 
by one legal entity as relating to 
contracts in the scope of IFRS 4 but 
the insurance contracts are issued 
by a different legal entity within the 
same reporting entity.

 − It was necessary to weigh the 
benefits of providing more guidance 
on how entities should identify 
financial assets that relate to 
contracts in the scope of IFRS 4 
against the risk of unintended 
restrictions on the financial 
assets that can be eligible for the 
overlay approach. 

 − Prohibiting entities from applying 
the overlay approach to financial 
assets held in legal entities that do 
not issue contracts in the scope 
of IFRS 4 would be inappropriate 
because insurers may reasonably 
organise their assets in different 
ways – e.g. an entity that issues 
contracts in the scope of IFRS 4 
may have a subsidiary that holds 
and manages financial instruments 
that relate to the entity’s IFRS 4 
contracts.

3. To read the specific wording recommended for confirmation by the staff, see ED/2015/11 
Applying IFRS 9 with IFRS 4.

http://www.ifrs.org/Current-Projects/IASB-Projects/Insurance-Contracts/Exposure-Draft-December-2015/Documents/ED_Applying-IFRS-9-with-IFRS-4_DEC%202015.pdf


© 2016 KPMG IFRG Limited, a UK company, limited by guarantee. All rights reserved.10

Recommendation Rationale

 − The staff noted that the term 
‘financial assets relating to 
contracts within the scope of 
IFRS 4’ should include financial 
assets that an entity holds to fund 
the settlement of liabilities arising 
from expected levels of claims and 
expenses; and additional/surplus 
assets that an entity holds to meet 
regulatory, credit rating or its own 
(internal) capital requirements.

Presentation of the overlay approach

Amend paragraphs 35C and 37D(e) of 
the ED concerning the presentation of 
gains and losses for financial assets to 
which the overlay approach is applied, 
to require an entity:

 − to present:

- in profit or loss, information that 
reflects the application of IFRS 9, 
with a single, separate line item 
for the overlay adjustment; and

- in OCI, the overlay adjustment 
separately from other 
components of OCI consistently 
with IAS 1 Presentation of 
Financial Statements; and

 − to disclose the effect of the 
overlay approach on individual line 
items in the notes to the financial 
statements.

 − The presentation in profit or loss 
should reflect the application of 
IFRS 9, with an additional overlay 
adjustment, because this would 
enhance comparability with 
entities that apply IFRS 9 without 
the overlay approach and avoid 
possible confusion.

 − This requirement is important for 
financial conglomerates that have 
financial assets to which the overlay 
approach is applied and financial 
assets to which IFRS 9 without the 
overlay approach is applied.
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Recommendation Rationale

Other aspects of the overlay approach

Confirm the ED proposals on:

 − initially applying, and ceasing 
to apply, the overlay approach 
(paragraphs 35D, 35E(d) and 35F);

 − applying the overlay adjustment 
to pre-tax profit or loss 
(paragraph BC24); and 

 − transition to the overlay approach 
(paragraph 41K)4.

 − Confirming the proposed 
requirements on initially applying, 
and ceasing to apply, the overlay 
approach would reflect the view 
that this is a transitional relief for 
entities that have not previously 
applied IFRS 9 in conjunction with 
their existing accounting under 
IFRS 4.

 − The staff noted that any tax 
consequences of the overlay 
adjustment should be accounted 
for by applying IAS 12 Income Taxes 
and IAS 1.

 − Because an entity that applies the 
overlay approach would also apply 
IFRS 9, the requirements should 
be consistent with the transition 
requirements of IFRS 9 (as they 
currently are in the ED).

What did the IASB discuss? 
One Board member expressed a general concern that the final amendments 
should make clear which disclosures are considered absolutely necessary. Another 
suggested that the final amendments should include an example of how to present 
the overlay adjustment in the statement of comprehensive income, including the 
tax effects.

What did the IASB decide? 
The IASB agreed with the staff recommendations. It also agreed that when 
financial assets designated as relating to contracts in the scope of IFRS 4 are held 
by one legal entity but the insurance contracts are issued by a different legal entity, 
the reporting entity would disclose the nature of the relationship between the 
entities in addition to the proposed disclosure.

4. To read the specific wording recommended for confirmation by the staff, see ED/2015/11 
Applying IFRS 9 with IFRS 4.

http://www.ifrs.org/Current-Projects/IASB-Projects/Insurance-Contracts/Exposure-Draft-December-2015/Documents/ED_Applying-IFRS-9-with-IFRS-4_DEC%202015.pdf
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KPMG insight

This month, the IASB clarified that qualifying financial assets could include 
financial assets related to surplus assets that an entity holds for regulatory or 
capital requirements. As a consequence, entities may be able to increase the 
amount of financial assets eligible for the overlay approach. This clarification 
should allow entities to reduce certain implementation costs of applying the 
overlay approach.
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What did the 
IASB discuss?

What did the IASB decide?
Is there an 
identified change 
to the ED?

Temporary exemption from applying IFRS 9

Eligibility  − The IASB confirmed the ED proposal that: 

- eligibility would only be assessed at the reporting entity level; and

- a fixed expiry date would exist (actual date to be discussed in May 2016).

No

 − An entity would be permitted to apply IAS 39 rather than IFRS 9 for annual 
reporting periods beginning before 1 January 2021 only if:

- it has not previously applied any version of IFRS 9 (except for the own credit 
requirements in isolation); and

- its activities are predominantly ‘related to insurance’ so as to comprise: 

– issuing contracts in the scope of IFRS 4 that give rise to liabilities whose 
carrying amount is significant compared with the total carrying amount 
of the entity’s liabilities; and

– issuing investment contracts that are measured at FVTPL under IAS 39. 

Yes

 
No

 
Yes

Predominance 
ratio

 − The predominance ratio would be determined as follows. Yes

Predominance ratio = 

[liabilities arising from activities related to insurance] + 
[‘other’ liabilities that are connected to those activities]

Total carrying amount of the entity’s liabilities

 − The IASB would provide examples of ‘other’ liabilities that are connected to 
those activities. 

 − An entity’s activities would be deemed to be predominantly related to 
insurance only if the predominance ratio is: 

- greater than 90%; or

- greater than 80% but less than, or equal to, 90% and the entity can provide 
evidence that it does not have a significant activity that is unrelated to 
insurance.

Date of 
assessment

 − An entity would calculate the predominance ratio using the carrying amounts 
of the liabilities reported at the annual reporting date between 1 April 2015 and 
31 March 2016 (i.e. the date of assessment).

Yes

Appendix: Summary of IASB’s 
redeliberations
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What did the 
IASB discuss?

What did the IASB decide?
Is there an 
identified change 
to the ED?

Temporary exemption from applying IFRS 9 (continued)

Disclosures  − The disclosure proposed in paragraph 37A(c) of the ED would be amended 
to require an entity to disclose the fair value at the reporting date and the fair 
value change during the reporting period separately for:

- financial assets that do not meet the SPPI test; and

- all other financial assets – i.e. those assets with contractual cash flows that 
are SPPI. 

Yes

If an asset’s carrying amount under IAS 39 is a reasonable approximation 
of its fair value, then an entity would not be required to disclose its fair 
value in accordance with paragraph 29(a) of IFRS 7 (e.g. short-term trade 
receivables).

Yes

 − An entity would be required to present this information with enough 
granularity to enable users of financial statements to understand the nature 
and characteristics of the financial assets.

Yes

 − The disclosure proposed in paragraph 37A(d) of the ED would be amended 
to require an entity to disclose the fair value and the gross carrying amount 
measured under IAS 39 for financial assets in the scope of this disclosure that 
do not have low credit risk under IFRS 9 at the reporting date.

Yes

 − An entity would disclose:

- the fact that it is applying the temporary exemption (paragraph 37A(a) of the 
ED); and

- how it concluded that it is eligible for the temporary exemption 
(paragraph 37A(b)). 

No

 − If the carrying amount of liabilities arising from contracts in the scope of IFRS 4 
is not greater than 90% of total liabilities, then an entity would disclose: 

- any liabilities, other than those arising from contracts in the scope of IFRS 4, 
that are included in the numerator of the predominance ratio; and

- the information used to determine that the entity’s activities are 
predominantly related to insurance.

Yes

 − An entity would refer to any IFRS 9 information that is not provided in the 
consolidated financial statements but is publicly available for the relevant 
period in the individual financial statements.

Yes
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What did the 
IASB discuss?

What did the IASB decide?
Is there an 
identified change 
to the ED?

Overlay approach 

Eligibility  − The approach would be optional. No 

 − The IASB confirmed the ED proposals on: 

- the qualifying criteria for the approach (paragraph 35B of the ED); 

- the designation requirements of previously recognised financial assets 
(paragraphs 35E(a)–(c)); and

- certain disclosures (paragraphs 37C and 37D(a)–(d))5.

No

 − Qualifying financial assets could include surplus assets that an entity holds for 
the purposes of regulatory or internal capital requirements.

No

 − An entity would disclose (consistently with paragraph 37D(b)) the basis for 
determining the financial assets to which the overlay approach is applied and 
the nature of the relationship between the entities, when the designated 
financial assets are held by one legal entity as relating to contracts in the scope 
of IFRS 4 but the insurance contracts are issued by a different legal entity 
within the same reporting entity.

Yes

Presentation  − For gains and losses for financial assets to which the overlay approach is 
applied, an entity would:

- present in profit or loss information that reflects the application of IFRS 9, 
with a single, separate line item for the overlay adjustment; and

- present in OCI the overlay adjustment separately from other components of 
OCI consistently with IAS 1; and

- disclose the effect of the overlay approach on individual line items in the 
notes to the financial statements.

Yes

Other  − The IASB confirmed the ED proposals on:

- initially applying, and ceasing to apply, the overlay approach 
(paragraphs 35D, 35E(d) and 35F);

- applying the overlay adjustment to pre-tax profit or loss (paragraph BC24); 
and 

- transition to the overlay approach (paragraph 41K)5. 

No

  

5. To read the specific wording recommended for confirmation by the staff, see ED/2015/11 Applying IFRS 9 with IFRS 4.

http://www.ifrs.org/Current-Projects/IASB-Projects/Insurance-Contracts/Exposure-Draft-December-2015/Documents/ED_Applying-IFRS-9-with-IFRS-4_DEC%202015.pdf
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Project milestones and timeline

Interaction with IFRS 9
The insurance industry raised significant concerns about 
the differing effective dates of the two standards – 2018 
for IFRS 9 and 2020 or 2021 for the forthcoming insurance 
contracts standard. These included potential temporary 
increases in accounting mismatches and volatility in profit 
or loss and other comprehensive income (OCI) created by 
the change in classification of financial assets, having two 
consecutive major accounting changes in a short period and 
having to apply the IFRS 9 classification and measurement 
requirements before the adoption of the forthcoming 
insurance contracts standard. These consequences could 
result in added costs and complexity for both preparers and 
users of insurers’ financial statements. 

In December 2015, the IASB proposed amendments to 
IFRS 4, to address these concerns. It asked for comments on 
its proposals by 8 February 2016, and started redeliberations 
in March 2016.

For further information and analysis of this exposure 
draft (including our New on the Horizon and SlideShare 
presentation), visit our Insurance topic page.

For further information on the decisions taken 
during the IASB’s redeliberations on the forthcoming 
insurance contracts standard, see Issue 51 of our IFRS 
Newsletter: Insurance.

Redeliberations Final
amendments

Effective
date

December 2015 September 2016March–May 2016

Comments
due

February 2016

The ED issued

1 January 2018

Our suite of publications considers the different aspects of the project.

1

2

3

4

5

6

KPMG publications

IFRS Newsletter: Insurance (issued after IASB deliberations)

New on the Horizon: Insurance amendments (December 2015)

SlideShare: Insurance amendments (December 2015)

New on the Horizon: Insurance contracts (July 2013)

Challenges posed to insurers by IFRS 9’s classification and measurement requirements

Evolving Insurance Regulation: The journey begins (March 2015)

For more information on the project, including our 
publications on the IASB’s insurance proposals, see 
our website. 

The IASB’s website contains summaries of the Boards’ 
meetings, meeting materials, project summaries and 
status updates.

https://home.kpmg.com/content/dam/kpmg/pdf/2015/12/noth-insurance-amendments.pdf
http://www.slideshare.net/kpmg/ifrs-4-insurance-amendments
http://www.slideshare.net/kpmg/ifrs-4-insurance-amendments
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/insurers.html
https://assets.kpmg.com/content/dam/kpmg/pdf/2016/01/insurance-newsletter-2016-51.pdf
https://home.kpmg.com/xx/en/home/insights/2015/04/ifrs-newsletters.html
https://assets.kpmg.com/content/dam/kpmg/pdf/2015/12/noth-insurance-amendments.pdf
http://www.slideshare.net/kpmg/ifrs-4-insurance-amendments
https://home.kpmg.com/xx/en/home/insights/2013/06/ith-2013-11.html
https://www.kpmg.com/CN/en/IssuesAndInsights/ArticlesPublications/Pages/challenges-posed-to-insurers-O-201506.aspx#.Vcm2XvL74gh
https://home.kpmg.com/xx/en/home/insights/2015/03/evolving-insurance-regulation-2015-fs.html
http://www.kpmg.com/Global/en/topics/Global-IFRS-institute/ifrs-topics/Pages/IFRS-for-Insurance.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Insurance-Contracts/Pages/Insurance-Contracts.aspx
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Global Head of Insurance
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Global IFRS Insurance Leader
Joachim Kölschbach
T: +49 221 2073 6326 
E: jkoelschbach@kpmg.com

Global Insurance Accounting Change Leader
Danny Clark 
T: +44 20 7311 5684 
E: danny.clark@kpmg.co.uk

Global IFRS Insurance Co-Deputy Leader
Alan Goad
T: +1 212 872 3340
E: agoad@kpmg.com

Global IFRS Insurance Co-Deputy Leader
Neil Parkinson 
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T: +1 416 777 3906 
E: nparkinson@kpmg.ca
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Thomas Smrekar
Partner 
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Martin Hoser 
Partner
T: +49 89 9282 4684 
E: mhoser@kpmg.com 
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Bhavesh Gandhi
Director 
T: +965 2228 7000 
E: bgandhi@kpmg.com

Australia
Scott A Guse
Partner 
T: +61 7 3233 3127 
E: sguse@kpmg.com.au

Hong Kong
Erik Bleekrode 
Partner 
T: +852 2826 7218
E: erik.bleekrode@kpmg.com

Luxembourg
Geoffroy Gailly 
Director 
T: +35 222 5151 7250 
E: geoffroy.gailly@kpmg.lu

Bermuda
Richard Lightowler 
Managing Director 
T: +1 441 295 5063 
E: richardlightowler@kpmg.bm

Hungary
Csilla Leposa
Partner
T: +3618877275
E: csilla.leposa@kpmg.hu

Netherlands
Frank van den Wildenberg 
Partner 
T: +31 0 20 656 4039 
E: vandenwildenberg.frank@kpmg.nl
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Luciene T Magalhaes 
Partner 
T: +55 11218 33144 
E: ltmagalhaes@kpmg.com.br
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Akeel Master 
Partner 
T: +91 22 3090 2486 
E: amaster@kpmg.com
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Gerdus Dixon 
Partner 
T: +27 21408 7000 
E: gerdus.dixon@kpmg.co.za
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Mary Trussell
Partner 
T: +1 647 777 5428
E: mtrussell@kpmg.ca

Italy
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Partner 
T: +39 0267 6431 
E: glatorre@kpmg.it
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Partner 
T: +34 9325 32947
E: alechuga@kpmg.es

China
Walkman Lee 
Partner 
T: +86 10850 87043 
E: walkman.lee@kpmg.com

Japan
Ikuo Hirakuri 
Partner 
T: +813 3548 5107 
E: ikuo.hirakuri@jp.kpmg.com

Switzerland
Marc Göessi 
Partner 
T: +41 44 249 31 42 
E: mgoessi@kpmg.com

France
Vivian Leflaive 
Partner 
T: +33 1556 86227 
E: vleflaive@kpmg.fr
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Won Duk Cho 
Partner 
T: +82 2 2112 0215 
E: wcho@kr.kpmg.com

US
Mark S McMorrow
Partner 
T: +1 312 665 2685
E: msmcmorrow@kpmg.com
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Keeping you informed

Visit kpmg.com/ifrs for the latest on IFRS. 

Whether you are new to IFRS or a current user, you can find 
digestible summaries of recent developments, detailed 
guidance on complex requirements, and practical tools such 
as illustrative disclosures and checklists. 

Helping you deal with IFRS today…

Insights into IFRS

Helping you apply IFRS 
to real transactions and 
arrangements.

Guides to financial 
statements

Illustrative IFRS disclosures 
and checklists of currently 
effective requirements.

Newly effective standards US GAAP

… and prepare for IFRS tomorrow

IFRS news IFRS newsletters

IFRS for banks IFRS 15 for sectors

http://www.kpmg.com/ifrs
http://www.kpmg.com/ifrs
https://home.kpmg.com/xx/en/home/insights/2013/09/insights-into-ifrs.html
https://home.kpmg.com/xx/en/home/insights/2013/09/insights-into-ifrs.html
https://home.kpmg.com/xx/en/home/insights/2014/08/guide-ifs-disclosures-sept14.html
https://home.kpmg.com/xx/en/home/insights/2014/08/guide-ifs-disclosures-sept14.html
https://home.kpmg.com/xx/en/home/insights/2014/08/guide-ifs-disclosures-sept14.html
https://home.kpmg.com/xx/en/home/insights/2015/07/new-standards-are-you-ready-ifrs.html
https://home.kpmg.com/xx/en/home/insights/2014/11/ifrs-compared-to-us-gaap-2014.html
https://home.kpmg.com/xx/en/home/insights/2015/07/new-standards-are-you-ready-ifrs.html
https://home.kpmg.com/xx/en/home/insights/2014/11/ifrs-compared-to-us-gaap-2014.html
https://home.kpmg.com/xx/en/home/insights/2015/08/ifrs-news.html
https://home.kpmg.com/xx/en/home/insights/2015/04/ifrs-newsletters.html
https://home.kpmg.com/xx/en/home/insights/2015/08/ifrs-news.html
https://home.kpmg.com/xx/en/home/insights/2015/04/ifrs-newsletters.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/banks.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/revenue/ifrs-15-for-sectors.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/banks.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/revenue/ifrs-15-for-sectors.html
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Major new and forthcoming standards

Revenue Financial instruments

Leases Insurance contracts (under development)

Amendments to existing standards

Business combinations and consolidation Presentation and disclosures

For access to an extensive range of accounting, auditing and financial reporting 
guidance and literature, visit KPMG’s Accounting Research Online. This web-based 
subscription service can be a valuable tool for anyone who wants to stay informed 
in today’s dynamic environment. For a free 15-day trial, go to aro.kpmg.com and 
register today.

www.kpmg.com/app
www.twitter.com/kpmg
http://www.slideshare.net/kpmg/tagged/IFRS
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/revenue.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/financial-instruments.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/revenue.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/financial-instruments.html
https://home.kpmg.com/xx/en/home/insights/2016/01/leases-new-standard-balance-sheet-transparency-slideshare-first-impressions-ifrs16-130116.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/insurers.html
https://home.kpmg.com/xx/en/home/insights/2016/01/leases-new-standard-balance-sheet-transparency-slideshare-first-impressions-ifrs16-130116.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/insurers.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/business-combinations.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/ifrs-disclosures-relevance-of-financial-statements.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/business-combinations.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/ifrs-disclosures-relevance-of-financial-statements.html
http://www.aro.kpmg.com
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