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Amended standards

Effective date

laWaWal

» Early adoption is permitted

+ Annual periods beginning on or after 1 January 2023

Issue

The IASB amended IAS 1, ‘Presentation of Financial
Statements’, to require companies to disclose their
material accounting policy information rather than
their significant accounting policies. Paragraph 117 of
the amendment provides the following definition of
material accounting policy information:

“Accounting policy information is material if, when
considered together with other information included in
an entity’s financial statements, it can reasonably be
expected to influence decisions that the primary
users of general purpose financial statements make
on the basis of those financial statements.”

The amendment also clarifies that accounting policy
information is expected to be material if, without it,
the users of the financial statements would be unable
to understand other material information in the
financial statements. Paragraph 117B of the
amendment provides illustrative examples of
accounting policy information that is likely to be
considered material to the entity’s financial
statements.

Further, the amendment to IAS 1 clarifies that
immaterial accounting policy information need not be
disclosed. However, if it is disclosed, it should not
obscure material accounting policy information.

To support this amendment, the Board also amended
IFRS Practice Statement 2, ‘Making Materiality
Judgements’, to provide guidance on how to apply
the concept of materiality to accounting policy
disclosures.

7 PwC | New IFRSs for 2023

The amendment to IAS 8, ‘Accounting Policies,
Changes in Accounting Estimates and Errors’,
clarifies how companies should distinguish changes
in accounting policies from changes in accounting
estimates. The distinction is important, because
changes in accounting estimates are applied
prospectively to future transactions and other future
events, but changes in accounting policies are
generally applied retrospectively to past transactions
and other past events as well as the current period.

Impact
The amendments should help companies:

* to improve accounting policy disclosures, either by
making the disclosures more specific to the entity
or by reducing generic disclosures that are
commonly understood applications of IFRS; and

+ to distinguish changes in accounting estimates
from changes in accounting policies.

These amendments are not expected to have a
significantimpact on the preparation of financial
statements.

Effective date

These amendments should be applied for annual
periods beginning on or after 1 January 2023. Earlier
application is permitted. The amendments should be
applied prospectively.
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Effective date

laWaWal

+ Early adoption is permitted

* Annual periods beginning on or after 1 January 2023

Issue

The IASB has amended IAS 12, 'Income taxes', to
require companies to recognise deferred tax on
particular transactions that, on initial recognition, give
rise to equal amounts of taxable and deductible
temporary differences. The proposed amendments
will typically apply to transactions such as leases for
the lessee and decommissioning obligations.

Paragraphs 15 and 24 of IAS 12 were amended to
include an additional condition where the initial
recognition exemption is not applied. According to the
amended guidance, a temporary difference that
arises on initial recognition of an asset or liability is
not subject to the initial recognition exemption if that
transaction gave rise to equal amounts of taxable and
deductible temporary differences. Paragraph 22A has
been added to provide further clarification of this
principle. Paragraphs 22(b) and 22(c) of IAS 12 have
also been amended.

In addition, the Illustrative Examples accompanying
IAS 12 have been amended to include Example 8 —
Leases, to illustrate the new guidance.

Finally, there have been some consequential
amendments to IFRS 1, ‘First-time Adoption of
International Financial Reporting Standards’.
Deferred tax related to assets and liabilities arising
from a single transaction has been added to the list of
the exceptions to the retrospective application of
other IFRSs.

Impact

These amendments might have a significant impact
on the preparation of financial statements by
companies that have substantial balances of right-of-
use assets, lease liabilities, decommissioning,
restoration and similar liabilities. The impact for those
affected would be the recognition of additional
deferred tax assets and liabilities.

9 PwC | New IFRSs for 2023

Effective date

These amendments should be applied for annual
periods beginning on or after 1 January 2023. Earlier
application is permitted. The amendments should be
applied on a modified retrospective basis.

Transitional provisions

The amendment requires companies, at the
beginning of the earliest comparative period
presented:

a. to recognise a deferred tax asset — to the extent
that it is probable that taxable profit will be
available against which the deductible temporary
difference can be utilised — and a deferred tax
liability for all deductible and taxable temporary
differences associated with:

+ right-of-use assets and lease liabilities; and

» decommissioning, restoration and similar
liabilities, and the corresponding amounts
recognised as part of the cost of the related
asset; and

b. to recognise the cumulative effect of initially
applying the amendments as an adjustment to
the opening balance of retained earnings (or
other component of equity, as appropriate) at
that date.

This will reflect the opening position, without the need
for full retrospective application. The Board
concluded that this transition approach would make
the amendments easier and less costly to apply than
a full retrospective approach, while still achieving
their objective.
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Effective date

laWaWal

* Annual periods beginning on or after 1 January 2024
« Early adoption is permitted (see below for more detail)

Issue

On 23 January 2020, the IASB issued a narrow-scope amendment to IAS 1 to clarify that liabilities
are classified as either current or non-current, depending on the rights that exist at the end of the
reporting period. The amendment requires the following:

» Liabilities are classified as non-current if the entity has a substantive right to defer settlement for
at least 12 months at the end of the reporting period. The amendment no longer refers to
unconditional rights, since loans are rarely unconditional (for example, because the loan might
contain covenants).

* The assessment determines whether a right exists, but it does not consider whether the entity
will exercise the right. So, management’s expectations do not affect classification.

» The right to defer only exists if the entity complies with any relevant conditions at the reporting
date. This was further amended and clarified by issue of Amendment to IAS 1 ‘Presentation of
financial statements’, non-current liabilities with covenants (2022 Amendments) in October 2022
(see page 13 for more details).

« ‘Settlement’ is defined as the extinguishment of a liability with cash, other economic resources or
an entity’s own equity instruments that are classified as equity. There is an exception for
convertible instruments that might be converted into equity, but only for those instruments where
the conversion option is classified as an equity instrument as a separate component of a
compound financial instrument.

Impact

The amendment changes the guidance for the classification of liabilities as current or non-current. It
could affect the classification of liabilities, particularly for entities that previously considered
management’s intentions to determine classification and for some liabilities that can be converted
into equity. All entities should reconsider their existing classification in the light of the amendment
and determine whether any changes are required.

Effective date

Effective date for this amendment was deferred to 1 January 2024. Early adoption is permitted but if
an entity early applies the 2020 Amendments after the issue of the 2022 Amendments, it is required
to apply both these amendments at the same time.

11 PwC | New IFRSs for 2023
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Effective date

laWaWal

+ Early adoption is permitted

* Annual periods beginning on or after 1 January 2024

Issue

IAS 1 ‘Presentation of financial statements’ requires
that, for an entity to classify a liability as non-current,
the entity must have the right at the reporting date to
defer settlement of the liability for at least twelve
months after that date.

In January 2020, the Board issued the amendments
‘Classification of liabilities as current or non-current’
to IAS 1 (2020 Amendments). The 2020
Amendments originally had an effective date for
reporting periods beginning on or after 1 January
2023. The 2020 Amendments originally required that,
an entity does not have the right to defer settlement
of a liability—and thus classifies the liability as
current—when the entity would not have complied
with covenants based on its circumstances at the
reporting date, even if compliance with such
covenants were tested only within twelve months
after that date. However, such requirement was
amended and clarified by the 2022 Amendments, and
the effective date of 2020 Amendments was deferred
to 1 January 2024 to be in line with the effective date
of the 2022 Amendments.

The 2022 Amendments issued in October 2022
clarify that covenants of loan arrangements which an
entity must comply with only after the reporting date
would not affect classification of a liability as current
or non-current at the reporting date. However, those
covenants that an entity is required to comply with on
or before the reporting date would affect classification
as current or non-current, even if the covenant is only
assessed after the entity’s reporting date.

The 2022 Amendments also introduce additional
disclosure requirements. When an entity classifies a
liability arising from a loan arrangement as non-
current and that liability is subject to the covenants
which an entity is required to comply with within
twelve months of the reporting date, the entity shall
disclose information in the notes that enables users
of financial statements to understand the risk that the
liability could become repayable within twelve months
of the reporting period, including:

13 PwC | New IFRSs for 2023

a. the carrying amount of the liability;
information about the covenants;

facts and circumstances, if any, that indicate the
entity may have difficulty complying with the
covenants. Such facts and circumstances could
also include the fact that the entity would not
have complied with the covenants based on its
circumstances at the end of the reporting period.

Impact

We do not expect the 2022 Amendments to
significantly change an entity’s classification of
liabilities as current or non-current from the current
guidance. The 2022 Amendments will typically result
in additional disclosure being required.

However, the 2022 Amendments may result in a
significant change to classification of non-current
liabilities with covenants if an entity early adopted the
original 2020 Amendments before the issue of the
2022 Amendments.

Effective date

The 2022 Amendments changed the effective date of
the 2020 Amendments. As a result, the 2020 and
2022 Amendments are effective for annual reporting
periods beginning on or after 1 January 2024 and
should be applied retrospectively in accordance with
IAS 8. As a result of aligning the effective dates, the
2022 Amendments will replace the requirements of
the 2020 Amendments when they both become
effective in 2024. Earlier application is permitted but if
an entity early applies the 2020 Amendments after
the issue of the 2022 Amendments, it is required to
apply both these amendments at the same time.
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Effective date

laWaWal

* Annual periods beginning on or after 1 January 2024
+ Early adoption is permitted

Issue

In June 2020, the IFRS Interpretations Committee issued an agenda decision addressing how a
seller-lessee should measure the right-of-use asset arising from the leaseback and, as a result, how
it should determine the gain or loss on a sale and leaseback transaction where the transaction
qualifies as a ‘sale’ under IFRS 15 and the lease payments include variable lease payments that do
not depend on an index or rate. While the agenda decision provided an approach for the initial
measurement of the right-of-use asset and the lease liability arising from the leaseback, it did not
address how the lease liability would be subsequently measured.

The amendmentsto IFRS 16, issued in September 2022, aim to address that gap. IFRS 16 now
specifies that, in subsequently measuring the lease liability, the seller-lessee determines ‘lease
payments’ and ‘revised lease payments’ in a way that does not result in the seller-lessee
recognising any amount of the gain or loss that relates to the right of use it retains.

In other words, without these amendments, a seller-lessee, applying the subsequent measurement
requirements for lease liabilities unrelated to a sale and leaseback transaction, might have
recognised a gain on the right of use it retains solely because of a remeasurement (for example,
following a lease modification or change in the lease term), even though no transaction or event
would have occurred to give rise to that gain.

Any gains and losses relating to the full or partial termination of a lease continue to be recognised
when they occur as these relate to the right of use terminated and not the right of use retained.

The amendments do not prescribe a particular method of subsequent measurement. However, they
include examples illustrating the initial and subsequent measurement of the lease liability where
there are variable payments that do not depend on an index or rate.

Impact

Any entity that has entered into, or might enter into, a sale and leaseback transaction for which the
lease payments include variable payments that do not depend on an index or a rate could be
impacted by these amendments.

Effective date and transition

The amendments are effective for annual reporting periods beginning on or after 1 January 2024,
but they could be early adopted.

An entity applies the requirements retrospectively back to sale and leaseback transactions that were
entered into after the date when the entity initially applied IFRS 16. For example, an entity that
applied IFRS 16 from 1 January 2019 (as many IFRS reporters did) would apply the amendments to
sale and leaseback transactions that were entered into after 1 January 2019. This might require
retrospective application to comparative periods as a result.

15 PwC | New IFRSs for 2023
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Effective date

» Early adoption is permitted

» Annual periods beginning on or after 1 January 2023

Issue

On 18 May 2017, the IASB issued IFRS 17,
'Insurance contracts', introducing consistent
accounting requirements for insurance contracts.
IFRS 17 replaces IFRS 4, which currently permits a
wide variety of practices. IFRS 17 will fundamentally
change the accounting by all entities that issue
insurance contracts and investment contracts with
discretionary participation features.

In June 2020, the IASB issued targeted amendments
and a number of proposed clarifications in eight
areas of IFRS 17. Those amendments were intended
to ease implementation of IFRS 17, simplify some
requirements of the standard and ease transition, and
they are not intended to change the fundamental
principles of the standard or unduly disrupt
implementation already underway.

17 PwC | New IFRSs for 2023

In December 2021, the IASB issued an amendment
of IFRS 17 relating to the presentation of comparative
information of financial assets on initial application of
IFRS 17. The amendment adds a transition option
that permits an entity to apply an optional
classification overlay in the comparative period(s)
presented on initial application of IFRS 17. The
overlay allows all financial assets, including those
held in respect of activities not connected to contracts
within the scope of IFRS 17, to be classified, on an
instrument-by-instrument basis, in the comparative
period(s) in a way that aligns with how the entity
expects those assets to be classified on initial
application of IFRS 9. The overlay can be applied by
entities that have already applied IFRS 9 or will apply
it when they apply IFRS 17.
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Scope

IFRS 17, as amended in December 2021, applies to
insurance contracts issued, to reinsurance contracts
issued and held, and to investment contracts with
discretionary participation features an entity that also
issues insurance contracts. Entities have an
accounting policy choice to account for some fixed-
fee service contracts in accordance with either IFRS
17 or IFRS 15. As for IFRS 4, entities may account
for financial guarantee contracts applying IFRS 17 if
the entity previously asserted explicitly that it
regarded such contracts as insurance contracts. The
June 2020 amendments additionally introduced
scope exclusions for some credit card (or similar)
contracts, and some loan contracts. Insurance
contracts (other than reinsurance contracts) where
the entity is a policyholder are not within the scope of
IFRS 17. Embedded derivatives and distinct
investment and service components should be
‘unbundled' and accounted for separately in
accordance with the related IFRSs. Voluntary
unbundling of other components is prohibited.

The measurement model

IFRS 17 requires a current measurement model,
where estimates are remeasured in each reporting
period. The measurement is based on the building
blocks of discounted, probability-weighted cash flows,
a risk adjustment and a contractual service margin
('CSM’) representing the unearned profit of the
contract. A simplified premium allocation approach is
permitted for the liability for the remaining coverage if
it provides a measurement that is not materially
different from the general model or if the coverage
period is one year or less. However, claimsincurred
will need to be measured based on the building
blocks of discounted, risk-adjusted, probability
weighted cash flows.

For presentation and measurement, entities are
required at initial recognition to disaggregate a
portfolio (that is, contracts that are subject to similar
risks and managed together as a single pool) into
three groups of contracts: onerous; no significant risk
of becoming onerous; and remaining contracts.
Contracts that are issued more than one year apart
should not be in the same group.

Changes in cash flows related to future services
should be recognised against the CSM. The CSM
cannot be negative, so changes in future cash flows
that are greater than the remaining CSM are
recognised in profit or loss. Interest is accreted on the
CSM at rates locked in at initial recognition of a
contract. To reflect the service provided, the CSM is
released to profit or loss in each period on the basis
of insurance contract services provided in the period.
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Under IFRS 17, entities have an accounting policy
choice to recognise the impact of changes in discount
rates and other assumptions that relate to financial
risks either in profit or loss or in other comprehensive
income (‘OCI’). The OCI option for insurance
liabilities reduces some volatility in profit or loss for
insurers where financial assets are measured at
amortised cost or fair value through OCI under

IFRS 9.

The variable-fee approach is required for insurance
contracts that specify a link between payments to the
policyholder and the returns on underlying items,
such as some ‘participating’, ‘with profits’ and ‘unit
linked’ contracts. The interest on the CSM for such
contracts is accreted implicitly through adjusting the
CSM for the change in the variable fee. The variable
fee represents the entity’s share of the fair value of
the underlying items less amounts payable to
policyholders that do not vary based on the
underlying items. The CSM is also adjusted for the
time value of money and the effect of changes in
financial risks not arising from underlying items such
as options and guarantees.

Requirements in IFRS 17 align the presentation of
revenue with other industries. Revenue is allocated to
periods in proportion to the value of expected
coverage and other services that the insurer provides
in the period, and claims are presented when
incurred. Investment components (that is, amounts
repaid to policyholdersin all circumstances,
regardless of whether an insured event occurs) are
excluded from revenue and claims.

Insurers are required to disclose information about
amounts, judgements and risks arising from
insurance contracts. The disclosure requirements are
more detailed than currently required under IFRS 4.

On transition to IFRS 17, an entity applies IFRS 17
retrospectively to groups of insurance contracts,
unless it is impracticable. In this case, the entity is
permitted to choose between a modified retrospective
approach and the fair value approach. In applying a
modified retrospective approach, the entity achieves
the closest outcome to retrospective application using
reasonable and supportable information and
choosing from a list of available simplifications.
Alternatively, the CSM at transition can be based on
fair value at transition. In practice, using different
approaches to transition could result in significantly
different outcomes that will drive profit recognised in
future periods for contracts in force on transition.
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Insights

IFRS 17 will impact businesses well beyond the finance, actuarial and systems development areas
(for example, product design and distribution, development of revised incentive and wider
remuneration policies and reconfigured budgeting and forecasting methodologies feeding into
business planning). There could also be an impact on the cash tax position and dividends, both on
transition and going forward. Gap analysis and impact assessments to develop an implementation
roadmap will enable entities to begin the detailed implementation project. A fundamental shift might
be required in the way in which data is collected, stored and analysed, changing the emphasis from
a prospective to a retrospective basis of analysis and introducing a more granular level of
measurement and additional disclosures. Before the effective date, insurers will need to carefully
consider their ‘IFRS 17 story’ for investors and analysts, as well as the key metrics that they will
apply in the new world.

For first time adopters of IFRS, IFRS 1 mirrors the transition guidance set out in Appendix C of
IFRS 17.

Effective date

IFRS 17 as amended in December 2021 is effective for annual reporting periods beginning on or
after 1 January 2023, with earlier application permitted for entities that apply IFRS 9 Financial
Instruments.
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