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The IASB considers a narrow-scope amendment to IFRS 17 to address 
accounting mismatches in the comparative period arising from the 
differences in the transition approaches in IFRS 9 and IFRS 17 
 

At a glance 

On 27 May 2021, the IASB (‘Board’) considered the objectives and principles of a potential narrow -scope 

amendment relating to the presentation of comparative information on initial application of both IFRS 9, 

‘Financial Instruments’, and IFRS 17, ‘Insurance Contracts’. 

The potential amendment would introduce an optional classification overlay approach. The approach 

would permit insurers to classify financial assets related to insurance contract liabilities in a way that 

would achieve greater consistency with the classification determined on initial application of IFRS 9, to 

the extent that IFRS 9 was not applied in the comparative period. The overlay approach would apply on 

an asset-by-asset basis. The Board was not asked to make any decisions – rather, it was asked for 

views, questions or comments on the staff view and potential next steps. The Board expects to discuss a 

staff recommendation at a future meeting. 

The views in this In transition are based on our observations from the 27 May 2021 meeting, and they 

might differ in some respects from the official report of the meeting that will be published by the IASB in 

an IASB Update at a later date. 

 

Background 

1. Many insurers will apply both IFRS 9 and IFRS 17 for the first time for annual reporting periods beginning on or 

after 1 January 2023.  

2. The IASB recently received feedback from insurers of the significance of an accounting mismatch that could 

arise in the comparative period. The mismatch arises because of differences in the transition approaches in IFRS 9 
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and IFRS 17. These insurers are of the view that these transition differences will make it extremely difficult for them 

to provide meaningful information for the comparative period. 

Items discussed during the May Board meeting 

3. When IFRS 17 becomes effective, accounting mismatches and classification inconsistencies in comparative 

periods might arise between financial assets and insurance contract liabilities, because of differences between the 

transition requirements for IFRS 9 and IFRS 17. An entity is required to restate IFRS 17 comparative information 

for the annual reporting period immediately preceding the date of initial application. In contrast, an entity is 

permitted, but not required, to restate IFRS 9 comparative information, only if restatement is possible without 

hindsight. In addition, an entity is prohibited from applying IFRS 9 to assets that have already been derecognised at 

the date of initial application. 

4. These accounting mismatches and classification inconsistencies, that exist only in the comparative information 

presented on initial application of IFRS 17, arise only for some insurers, and, for some of those insurers, might not 

be significant. However the Board was sympathetic to the concerns having been given new information about the 

magnitude of the issue.  

5. Consequently, the staff asked the Board to consider a narrow-scope amendment to IFRS 17 to add a 

classification overlay approach that would: 

(a) permit an insurer, to the extent that IFRS 9 was not applied in the comparative period, to elect to apply a 

classification overlay that would achieve greater consistency with the classification determined on initial 

application of IFRS 9; and  

(b) apply on an asset-by-asset basis only:  

(i) to a financial asset that is related to insurance contract liabilities; and   

(ii) if the information needed to apply the classification overlay approach was obtained at the transition date of 

IFRS 17 and thus is possible without the use of hindsight. 

 

PwC Observation:  
 
While the Board appears to have some sympathy with some of the concerns expressed by insurers, it is clear 
that it does not consider that it would be a viable approach to amend IFRS 9 so that insurers can apply IFRS 9 

from the transition date (1 January 2022) rather than the date of initial application (1 January 2023). The Board 
seemed to support a direction that would not change the transition requirements of IFRS 9, and would instead 
introduce a new IFRS 17 transition requirement that would be targeted to reduce the risk of unintended 
consequences. That approach:  
 

● would apply only for the purpose of presenting comparative information on initial application of IFRS 9 and 
IFRS 17; and 

● would not require the application of the expected credit loss requirements of IFRS 9 to financial assets 
derecognised during the comparative period. 

 
The staff paper that was discussed at this meeting replaced a previously posted staff paper recommending that 
the Board should make a narrow-scope amendment to IFRS 17 to address the issue of accounting mismatches 
arising only from financial assets derecognised in the comparative period. Subsequent information provided by 
insurers suggested that the staff recommendation included in that agenda paper was too narrow, was not 

sufficiently clear and would not completely address the issue of concern for those insurers. Insurers also said 
that implementing the recommendation in the previous agenda paper would cause operational challenges. The 
revised staff paper is still focused on accounting mismatches rather than operational concerns, and so may n ot 
address all of the industry's concerns. In addition, the Board observed that any amendment would be hard to 

draft and hard to scope, and encouraged the staff to develop an approach that is pragmatic, solves as many 
accounting mismatches as possible but would be easier than requiring full IFRS 9 application from the beginning 
of the comparative period.  
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Next steps 

6. The Board was not asked to make any decisions at this meeting. The Board indicated that, to provide the 

intended relief for entities transitioning to IFRS 17, any amendment would need to be finalised and endorsed before 

1 January 2023, and that entities would need to begin collecting information from 1 January 2022. Hence, to 

provide certainty to stakeholders, the Board would aim to finalise the narrow-scope amendment by the end of this 

year.  

 

Find out more in PwC’s publications and resources 
related to IFRS 17: 

Authored by: 

 

● Illustrative IFRS consolidated financial statements - 
2017, Insurance contracts 

● In the Spotlight - IFRS 17 affects more than just 
insurance companies 

● In the Spotlight - Determining CSM allocation using 
coverage units 

● In the Spotlight -Transition to IFRS 17  

● In the Spotlight - Minimising accounting mismatches 
relating to financial risk for insurers   

● In the Spotlight - Eligibility for the variable fee 

approach 
 
PwC clients who have questions about this In 
transition should contact their engagement partner.  
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