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This publication (and future issues) will discuss some of the significant 

aspects of forthcoming accounting changes relevant to Canadian insurers, 

and will disseminate key learning points from implementation projects and 

discussions currently underway in Canada. 

 

Hesitation is yesterday’s news 

Until now, the Canadian insurance industry has been hesitant to expend significant time or effort on the implementation of IFRS 

9 Financial Instruments (IFRS 9) – and not without reason. Respondents to the International Accounting Standards Board (IASB) 

request for comment on IFRS ED/2013/7 Insurance Contracts (forthcoming insurance contracts standard) were clear that, in an 

ideal world, the forthcoming insurance contracts standard and IFRS 9 would be implemented in tandem. However, with IFRS 9 

around the corner and the IASB planning to complete re-deliberations of the forthcoming insurance contracts standard this year, 

it appeared that insurers would be forced to accept differing effective dates. But all that has changed with the IASB’s recent 

decisions, and we intend to discuss this change in our inaugural issue. 

What are your options, really? 

To respond to stakeholder concerns about temporary accounting consequences that might arise from applying IFRS 9 before 

the forthcoming insurance contracts standard becomes effective, the IASB introduced a package of temporary measures 

which, if confirmed, would amend IFRS 4 Insurance Contracts (IFRS 4). The table below outlines the options which may be 

available to you. 

 In a nutshell Eligibility 

Deferral 

Approach 

Defer application of IFRS 9 and continue applying 

IAS 39. Financial Instruments: Recognition and 

Measurement (IAS 39)  

until adoption of the forthcoming insurance 

contracts standard on 2021 (the expiry date of the 

deferral option). 

Where issuing insurance contracts is the 

predominant activity for the reporting entity, 

an entity may defer application of IFRS 9 to 

all financial assets that it holds. 

Overlay 

Approach 

Implement IFRS 9 and remove from profit or loss 

and recognize in OCI the difference between 

amounts recognized in profit or  

loss under:  

― IFRS 9; and 

― IAS 39 

Adjustment may be applied to financial 

assets:  

― Designated as relating to insurance 

contracts; and 

― Classified as FVTPL under IFRS 9,  

but not under IAS 39 

Full 

Implementation 

Apply IFRS 9 retrospectively, in accordance with 

IAS 8 Accounting Policies, Changes in Accounting 

Estimates and Errors, except  

as specified. 

Where ratified, entities apply IFRS 9  

for annual periods beginning on or after 

January 1, 2018. Early adoption is permitted. 
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The impetus to act is upon us 

Regardless of your choice of approach, there is an impetus to act now to prepare your organization for 2018. The graphic below 

outlines some of the questions that you would want to have answered before January 1, 2018.  

Let KPMG act as your sounding board as you try to find the answers. 

 

 

 

 

 

FV of financial assets that 
would not meet the ‘solely 
principal and interest’ test 

in IFRS 9? 

How will you transition from an incurred loss model to an expected 
credit loss model to measure impairment on financial assets not 

measured at FVTPL? 

Deferral Approach Overlay Approach Full Implementation

What system and process changes are needed to generate required adjustments and disclosures – e.g.

Calculation and explanation of the 
amount of overlay adjustments

made in each period?

Explanation of temporary 
volatility created by the 

implementation of IFRS 9?

How will you amend your existing project plan to accommodate the desired approach? 

Is tandem implementation of 
forthcoming accounting changes 

at a future date feasible?

Will this approach create undue 
stress on your existing year-end 

close processes? 
Have you begun? 

Q1

Q3

Q2

Making an informed choice requires considering factors outside of the eligibility requirements, 

such as:  

― Does IFRS 9 create temporary volatility significant enough to warrant a response outside of stakeholder 

communication and education?  

― What approach are your peers selecting, regulators advocating and/or stakeholders receptive to?  

― Does you election make sense in light of resource constraints, your current year-end close process, and 

projects currently underway within your organization? 


