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European Financial Reporting Advisory Group 
35 Square de Meeûs (5th floor) 
Brussels, Belgium 
 
 
24 March 2025 
 
CFO Forum response to EFRAG’s Draft Endorsement Advice (DEA) on IFRS 18 Presentation and 
Disclosure in Financial Statements 
 
Dear Mr. Klinz, 
 
This letter has been drafted by the European Insurance CFO Forum (“CFO Forum”) which represents the 
views of Europe’s 22 largest insurance companies. Accordingly, it represents the consensus view of a 
significant part of the European insurance industry. 
 
The CFO Forum appreciates the opportunity to provide feedback on EFRAG’s Draft Endorsement Advice 
(DEA) on IFRS 18 Presentation and Disclosure in Financial Statements, published on 15 November 2024. 
 
Overall, the CFO Forum acknowledges EFRAG’s IFRS 18 DEA in support of endorsing the standard and 
commends the secretariat for its thorough analysis and comments. The CFO Forum recognizes that IFRS 18 
aims to improve the usefulness, clarity and comparability of financial statements, benefiting both preparers 
and users. Nevertheless, we believe that this objective is not fully achieved in certain aspects for the 
insurance industry. On the contrary, the changes introduced could have the opposite effect, as they 
highlight the issue that IFRS 18 poses to insurers with regard to the presentation of income and expenses 
from investments in entities where significant influence is exercised. 
 
We welcome EFRAG’s comments in paragraphs 28-37, 70-74 and 82-84 of Appendix 2: EFRAG’s technical 
assessment of IFRS 18 against the endorsement criteria, as well as paragraphs, 36, 76 and 151 of Appendix 3: 
Assessing whether IFRS 18 is conducive to the European public good regarding the standard’s impact on 
insurance companies. However, while EFRAG concludes IFRS 18 offers various mitigating solutions to the 
issue raised by the industry, the CFO Forum wishes to stress that these solutions are not satisfactory for 
insurers. 
 
Indeed, as detailed below, significant concerns remain regarding the impact of IFRS 18 on the accurate 
representation of insurers’ financial performance. If these concerns remain unaddressed, they could create 
inconsistencies in financial reporting and misrepresent how the insurance industry operates.  
 

• Classification of income and expenses for equity-accounted investments 

As noted in EFRAG’s DEA, a key concern of the insurance industry is the mandatory classification of income 
and expenses from investments in associates and joint ventures accounted for using the equity method in 
the investing category, even when such investments are integral to insurers’ operations. Many insurers 
hold these investments to support insurance liabilities or meet solvency requirements, making them a core 
component of the net financial result, a key performance indicator under IFRS 17. Despite acknowledging 
the potential risk for a presentation mismatch, the IASB has decided against industry-specific exemptions. 
This decision fails to reflect the business realities of insurers. As a result, the classification requirements 
for equity-accounted investments do not reflect how insurers generate and report earnings, creating a 
disconnect between financial reporting and business performance. 
 
Insurers are concerned that this approach could mislead investors and reduce the relevance of reported 
operating performance. The CFO Forum suggests that income and expenses from investments that directly 
support insurance activities should be classified within the operating category, reflecting their direct link 
to insurance activities. 
 

• Limited effectiveness of the fair value option under IAS 28 paragraph 18 

IAS 28 offers an option to measure certain equity-accounted investments at fair value through profit or loss 
under IFRS 9, allowing those income and expenses to be included in the operating category. However, this 
option is not sufficiently applicable due to the restrictive eligibility criteria under IAS 28. Paragraph 18 of 
IAS 28 is subject to interpretation and the ability to apply fair value accounting depends on the structure 
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of the holding or features of the insurance contract, rather than the insurer’s business model, limiting its 
usefulness.  
 
The CFO Forum has previously raised concerns about this issue in its comment letter to the IASB on the 
Exposure Draft – Equity Method of Accounting – IAS 28 Investments in Associates and Joint Ventures. In 
this letter the CFO Forum highlights that the topic of measurement of investments in associates or joint 
ventures at fair value through profit or loss is a crucial aspect of IFRS 18’s implementation. The CFO Forum 
mentioned that there are currently different interpretations as to whether insurers can apply this option in 
most cases leading to potential inconsistencies in financial reporting. To address this, the CFO Forum 
suggested the IASB amends paragraphs 5 and 6 of the Exposure Draft to clarify that the fair value option 
may be applied to investments vehicles that are associates or joint ventures when they are backing 
insurance activities (i.e. backing any insurance and investment contracts, with or without direct 
participating features, or held for solvency purposes). 
 
It is indeed important for insurers to know under which circumstances they can apply the IFRS 9 fair value 
option (through profit or loss) instead of the equity method. This would avoid inconsistent interpretation, 
diversity in practice, and potential misrepresentation of financial performance. 

• Classification of investment contracts 

On a similar basis, in paragraph 64(a) and B58 of IFRS 18, the CFO Forum believes it is important to clarify 
that the required classification from financing to operating category of the income and expenses from 
liabilities arising from investment contracts recognized applying IFRS 9 applies not only to those with 
participation features but also to those without participation features. This should be especially applicable 
for insurance companies which issue such investment contracts with or without participation features as 
part of the operating business. 
 

• Furthermore, these new presentation requirements create additional work despite being not 
relevant  

Finally, regarding other requirements of IFRS 18, the CFO Forum is concerned about the introduction of 
new disclosures with more detailed expense analysis and breakdowns, adding further complexity to 
financial reporting. As highlighted in paragraphs 94-95 of EFRAG’s DEA, insurers already provide detailed 
expense breakdowns under IFRS 17. However, the additional nature-based expense disclosures required 
by IFRS 18 may result in unnecessary costs for modifying reporting systems. These additional 
requirements create additional compliance costs without clear added benefits. 
 
While IFRS 18 aims to improve comparability, insurers continue to express concerns about its impact on 
the faithful representation of their financial performance. 
 
The CFO Forum acknowledges the endorsement of IFRS 18 and believes it will improve the quality and 
comparability of financial reporting in general. However, we urge EFRAG and the IASB to consider the 
unique aspects of insurance accounting to ensure a smooth implementation of the standard. 
 
We thank you for taking these comments into account and look forward to further collaboration. 

 
 
About the European Insurance CFO Forum and its work  

The European Insurance CFO Forum (‘CFO Forum’) is a high-level discussion group formed and attended by 
the Chief Financial Officers of major European listed, and some non-listed, insurance companies. Its aim is to 
influence the development of financial reporting, value-based reporting, and related regulatory developments 
for insurance enterprises on behalf of its members, who represent a significant part of the European insurance 
industry. The CFO Forum was created in 2002. 


