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» Assess whether ‘predominant’ criteria met
and, if not, consider overlay approach and
relevant designations to be made.

Where ‘predominant’ criteria met, assess

The IASB issued an Exposure Draft (‘ED’) in December 2015 of proposed changes to IFRS 4 to address concerns around the prac’glcal 1m%)acth(.>fl(11 ISCI(i?'ll{l rle ; .
requirement to implement IFRS 9 before the new insurance standard is effective. These concerns are: requirements wiich are ikely to require
SPPI test even if deferring adoption of

+ financial (increased P&L volatility in the period between the two standards being effective);

+ difficulty in applying classification and measurement requirements before effects of new insurance standard are known:
 operational (effort required to implement two standards at different times); and

+ ability of users to understand results with two sets of changes in a short period of time.

IFRS 9.

Continue to monitor IASB developments,
particularly the detail set out in the ED and
the subsequent outcome of the

The proposed changes would allow reporting entities where the liabilities are predominantly arising from insurance contracts to consultation exercise.

defer IFRS 9 until the new insurance contracts standard is issued, or 2021 at the latest (the ‘deferral approach’). Continue to follow the IFRS 4 Phase II

The proposed changes would also allow insurers adopting IFRS 9 to remove from the income statement some of the volatility project in terms O.f th? SISl GHEETE
.. . ) ) date and the implications for asset
arising from IFRS 9 for certain assets (‘overlay approach’). S
classification and measurement.

Predominantly No ‘bright line’ to determine ‘predominant’
insurance at reporting IASB may suggest a predominance threshold that is higher
entity level? than two thirds
Insurance groups with significant investment contracts,
banking operations or other liabilities may fail criteria

Option to apply overlay approach
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Identify eligible financial assets

Designated as FVPL under IFRS 9 Not all assets relating
relating to insurance but not under IAS 39 to insurance activities
. . . o contracts need to be designated
Option to defer IFRS 9 until IFRS 4 Entity ceases to be eligible <

Phase Il is effective (deferral option for deferral

expires in 2021)

) ) Remove from P&L effect of newly
Overlay — Financial advantages (no measuring financial assets at FVPL

Deferral — Financial and operational
advantages (no increased P&L volatility; increased P&L volatility) but

no full IFRS 9 implementation) but some operational challenges remain as
disclosure requirements. IFRS 9 must be applied alongside
IAS 39 for relevant assets.

under IFRS 9 (taken to OCI).
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