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Addressing differing effective dates

“The Insurance contracts project is nearing its
end, with the new standard due around the end
of 2016.

The amendments to IFRS 4 provide two optional
solutions to reduce the impact of the differing
effective dates of IFRS 9 and the forthcoming
iInsurance contracts standard but include various
complexities.”

KPMG

Joachim Kolschbach,

KPMG's global IFRS
insurance leader



Whars the ISsue’

Differing effective dates may result in...
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Two implementation projects
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and accounting and
mismatches
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WO soltions

Temporary exemption
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Overlay approach

FVTPL under IFRS 9
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Jualifying for the temporary exemption

Are entity’s activities predominantly ‘connected with insurance’?
No
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ASSESSIng predominance

Mix of
liabilities

In general,
who is
permitted to
use the
exemption?
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What are llabilties connected withinsurance?

Liabilities comprising...

Contracts within the scope of
IFRS 4, including unbundled
deposits and derivatives

Investment contracts
measured and designated
at FVTPL

And...

Liabilities arising from issuing or
fulfilling obligations under these
contracts, such as debt included
in regulatory capital

m © 2016 KPMG IFRG Limited, a UK company limited by guarantee and a member firm of the KPMG network of independent member 9
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.






JVeriay approach

For designated financial assets...

Following Overlay

transition adjustment e once in

IAS 39 IFRS 9 income between
IAS 39 and IFRS 9

Measured at Reclassify
. Measured at
amortised cost or EVTPL between P&L and
classified as AFS OCI




Welgning the Costs and beneiits

If you apply the overlay approach...

Financial statements may be Comparabilit
harder to understand P y
Temporary volatility relief

in P&L

Producing amounts under Accounting mismatch relief
IFRS 9 and IAS 39 Costs Benefits in P&L

System and process upgrades

to track financial assets
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Jresentation

A company should present the adjustment

as a single line item in...
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Click icon for an example
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https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2016/09/example-statement-comprehensive-income-IFRS4-amendments.pdf
https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2016/09/example-statement-comprehensive-income-IFRS4-amendments.pdf
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JISCIOSUres

The objective is to enable users to understand...

Temporary exemption

How an entity qualified for the
exemption

How to compare insurers applying
IFRS 9 with those that aren’t

— __——

Overlay approach

How the adjustment is calculated

The effect on the financial
statements

— __——
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|emporary exempiion

Fair value information separately

for:

— Financial assets that meet the
Companies applying the SPPI test unless held for trading
temporary exemption will or managed on a fair value basis,
need to disclose... and

— All other financial assets

Credit risk and quality information




UVeriay approach

A company should disclose the
effect of the adjustment on
each individual P&L line item in
the notes

| Notes
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[Imeline A

If the new insurance standard is effective before 2021

@ 1 5 ¢ @ 5 5 5 en@ums 5§ 5 1 onumm)

12 September 2016 1 January 2018 Effective date of ( 1 January 2021 )
Amendments to Effective date of new insurance
IFRS 4 issued amendments and standard
IFRS 39 Full IFRS 9
required

Companies may apply:

Temporary exemption v X X
Overlay approach v X X
Full IFRS 9 v v v
m © 2016 KPMG IFRG Limited, a UK company limited by guarantee and a member firm of the KPMG network of independent member 19
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.



lImeline 5

If the new insurance standard is effective after 2021

@ 1 5 ¢ @ 5 5 5 en@ums 5§ 5 1 onumm)

12 September 2016 1 January 2018 ( 1 January 2021 ) Effective date of

Amendments to Effective date of Exoirv date of new insurance
IFRS 4 issued amendments and pITy standard
temporary
IFRS 9 -
exemption Full IFRS 9
required
Companies may apply:
Temporary exemption v X X
Overlay approach v v X
Full IFRS 9 v v v
m © 2016 KPMG IFRG Limited, a UK company limited by guarantee and a member firm of the KPMG network of independent member 20
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.



[ransition

Additional requirements when a company...

Starts applying J Stops applying
an approach an an approach

The amendments aim for consistency with IFRS 9

KPMG 21



NEXT SIEDS

L[

Read our First
Impressions on
the amendments

Speak to your
usual KPMG
contact

Find out more at
kpmg.com/ifrs
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https://home.kpmg.com/xx/en/home/insights/2015/12/insurance-proposed-amendments-slideshare-effective-date-exemption-overlay-ifrs4-ifrs9-091215.html
https://home.kpmg.com/xx/en/home/insights/2015/12/insurance-proposed-amendments-slideshare-effective-date-exemption-overlay-ifrs4-ifrs9-091215.html
https://home.kpmg.com/xx/en/home/insights/2015/12/insurance-proposed-amendments-slideshare-effective-date-exemption-overlay-ifrs4-ifrs9-091215.html
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