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EXPECTED EFFECTS SLFRS 17

Estimation techniques
SCENARIO a Earned premiums (SLFRS As reported in financial statements Depends on existing insurance accounting practices.
Insurance - S Reconciliation of the net carrying amounts of contracts analysed by: » Methods used to measure insurance contracts and 4) and insurance revenue (measurement methods vary when ) ) L ) :
contract liabilities T I - o The net liabilities (assets) for remaining coverage excluding the loss processes for estimating the inputs to those methods (SLFRS 17) applying SLFRS 4) o For compa?\es lthat iurrehtly include WIEh\ntearrLed p;;emlum‘s a;ﬁ/Fdsgiit
component on long-term insurance contracts, when they apply ,
L N . component . . . " N ? o i
¥ D 'y Deposit Imellusls witihiln EramlUmS (@ (Teems) Exclude from insurance revenue and from incurred claims and « Anyloss component ° Any changes in methods and processes for estimating g insurance revenue is expected to be significantly lower.
w Current or ecrease fiClease and within ‘change in insurance th e elsifiies far dek ( inputs used to measure contracts, the reason for each b= ) ) ) ) ) ) ) : ;
o hi ical component contract liabilities’ (as expense) other expenses * Thelliabilities for incurred claims ’ () [} Gross premiums (or premiums Premiums expected to be collected This metric could be disclosed in the notes to the financial statements, but is
= istorica — - The P . o The estimates of the present value of the future cash flows change and the type of contracts affected = written) over the contracts’ duration (ie not [ | not permitted to be presented on the face of the statement of comprehensive
< Assumptions Aot et Wl i G A Increase I Decrease S Fresentation 2l - The risk adjustment for non-financial risk identi indiscreti g only premiums already received) income as a measure of insurance revenue
o rate of Premium Allocation of CSM, release of risk Z [Ny » Approach use to identify changes in discretionary g y P! y .
. T A = ) . o =]
5’, Insurance Gross written premium represents revelr?jzriangcue - a&’:izigfg;g ?ezr;‘?/';?alo?is:;ﬁ;ize z | Fi | E (IF! or IFE) o cash flows for contracts without direct participation 9 Premiums due Invoiced or receivable premiums, The premiums-due metricis similar to the premiums received in a period.
z Risk margin higher than risk Iy PEEEE ) . Revenue the insurance revenue components Of:_g P Acqu'isition CgS = nsuranc'e inance nc?me ?r xpense' or : o features yvhich are unconditionally due to the When applying SLFRS 17, pr.emiums received forinsgrance contracts issued
E wn . . Risk margin currently adjustment in SLFRS 17 (If available based on deferment) 5 Explanat.\on of the relationship between insurance finance income or expenses °® 78 * IfIFlor IFE are disaggregated between P&L insurer [ | are reqwlfed to be disclosed in the notes to the financial statements, but are
o) 5 Risk Margins Ve : : : <J( and the investment return on assets g and OCI, an explanation of the methods used to pot permitted to be prfented on the face of the statement of comprehensive
E é R‘;zjumsigéll()i:wvzrl_?sg 1r;5k T Increase ¥ Decrease The presentation wh vt el i Accretion of interest on insurance contract liabilities include within g Assets for insurance acquisition cash flows s determine the amount recognized in P&L. INEEEEB el MBS El TS eSS
. en relevant, include within ‘change / ' h I ) ) .
= of insurance — in insUrance contract liabilities’ 9 insurance finance expenses an_d mayt_)e a part record in OCl based <Z( Reconciliation of assets for insurance acquisition cash flows including: o e technique other than the confidence level ) e
E % Not fully reflect in measurement of finance expense ehlCEseiie) el el il - Recognition of impairment losses and reversals ' () <Z( technique is used to determine the risk adjustment
x O Fi ial opti Current value of insurance contracts T Increase ¥ Decrease =gl - Quantitative disclosure of when the entity expects to derecognise an asset o for non-financial risk (RANFR) , disclosure of the This will be a new metric provided by all insurers in a consistent manner. SLFRS
2 ELNEEL ATl minimum interest @ for insurance acquisition cash flows in appropriate time bands = technique used and the confidence level that Contractual service margin Contractual service margin initiall 17 requires its disclosure in the notes to the financial statements.
2 and guarantees t t Fully reflect i t of Contractual Release with ‘change in insurance Recognize the contractual service margin in profit or loss over ol d under the PAA o q _ g ctual narg| ) A
5 rate guarantees ully irssfrcanlgen;iiitrlaritrgen o &= Low offect = (Lo affast The recognition e eas C\A(;Intracctalia%ililtiels sura the coverage period based on the coverage units, reflecting the z ontracts not measured under the 2 corresponds to the results of that technique added from new contracts recognised in the period This metricis similar to the value added from new business, a metric provided
’ i i its i b isof i q by some insurers within their embedded value reporting.
5 expected duration and size of the contracts benefits in the group lell ° Ananalysis of insurance revenue b5 | Assumptions
w ofthecontractaal 3 * Ananalysis of the effect of contracts initially recognised in the period () 2 Determine the risk adjusti t f fi ial This will be a new metric comprising insurance revenue less insurance service
; i i L . @ ot - ; o Determine the risk adjustment for non-financia . .
|:|_: » Expense as incurred & Decrease 2 Increase s_erwce_ margin and Include an implicit risk margin and e it ek st et e refloct ; i Quaqt|Fat|ve d|sglosure ofwheq the entity expects to recognise the z risk, including whether changes therein are Insurance service result As reported applying SLFRS 17 A expenses,
o Existing treatment of risk adjustment A . release it with ‘change in insurance nclude an explicit risk adjustment which reflects company’s own z remaining CSM in profit or loss in appropriate time bands > N : . X
Acquisition Cost ) Risk Adjustment Tabit assessment of risk and release as a part of insurance revenue. S e — i disaggregated into an insurance service component ftor | da00lyi dard Py ds on the existingi ) ) led b
acquisition costs ) 5 contract liabilities. g Direct participating contracts 8 and an insurance finance component () Profit or loss As reported applying SLFRS Standards Depends on the existing insurance accounting practices applied by acompany.
Deferred and amortised Depen: Depen . L L
P © <z( e The composition of unqe.rleg |tem§ and their fair value =8 . Determine discount rates ] Profitor loss Depends on the effects on profit or loss and on equity, which depend on the
" " " lofl *© Theeffect of the risk mitigation option () E o Deaiiine iivesimnai camenams Reiburm O Egiizy (ROIE) Equity g existing insurance accounting practices applied by a company.
m SLFRS 4 SLFRS 17 Changes to the financial assumptions 4 « For any change in the basis for disaggregating IFI or IFE (Why change is 8 P
P Effects of changes in discount rates _ 8 required, amount of adjustment, impact on carrying amount) | © Determine the relative weighting of the benefits Profitor loss Depends on the effects on profit or loss, which depend on the existing
s < . Z provided by insurance coverage and investment ([ ) Earnings Per Share (EPS) - L 4 insurance accounting practices applied by a company. SLFRS 17 does not
= Insurance contractliabilities P | P | Increase in risk-free rate Increase in asset default risk Z Transition amounts 9 ; Number of shares outstanding change the denominator:
resent separately e Present separately “‘ “‘ 5 R . ;] services “‘ 8
Reinsurance contract assets ) . il "or contracts measured under the modified retrospective approach or the fair
—— ”’ Value of financial assets measured at fair value ¥ Decrease ¥ Decrease ”’ gl Value approach Inputs ”’ S Oy —— The investment margin earned in the period will be presented in the statement
et with insurance ) o ) ) . q R . : . -
I Insurance contract assets comtirac: Telsflliies Value of insurance contract liabilities ¥ Decrease &= No change « Reconciliation of the CSM Yield curve (or range of yield curves) used to discount Net investment return A — A (;]fecaosrzferehenswe income and will provide an important new profitability
) hfl hat d based on th :
2 \/ m — * Present separately on the balance sheet _ « Amounts of insurance revenue separately under each approach cas O\,NSt, Bl GO MEt VeI [P Cm i e UAS e o
(2] Reinsurance contract Net with reinsurance Effect on profit— SLFRS 4 & Decrease & Decrease . . () underlying items ; hod ings fi
Z liabilities contract assets * Howthe entity determined the measurement of the contracts at the date e Operati Gt and Va(;!ous me‘; (‘)t‘ sft)ea]crn|ngs rom The effects of applying SLFRS 17 will depend on the existing insurance
o Effect on profit— SLFRS 17 & = No effect if matched ¥ Decrease of transition Confidence level used to determine the risk adjustment perating profit an ordinary activities before income A : )
W~ L . I . . . . ; L 4 accounting practices applied by a company and on the nature of the
ou Deferred acquisition costs « Include under Insurance contract liabilities & provide a reconciliation from the opening to Amount recognise — n . « IfIFlor IFE are disaggregated between profit or loss (P&L)and OCI, a for non-financial risk ® underlying profit taxes, excluding earnings from adjustments made to profit or loss reported applying SLFRS Standards.
pd é closing balances of insurance acquisition cash flows (CFS) as a disclosure note. in Profit or Loss Treatment for estimation changes in fulfillment CFs reconciliation of the cumulative amounts included in OClI for related investments
[} 1 N
(o) . . . . . o » o financial assets at FVOCI . : N : : : :
= 'E Vel af busiiess ey ¢ Include in the measurement of insurance contracts & disclose value of contracts acquired Effects of changes in estimation of fulfilment CFs Initial Recognition Subsequent Measurement Carilsfinedatie Incurred claims and ot'her expenses PY Incyrrgd claims will be reported dlscountgd and adjusted for risk. The change in
E o Present separately on initial recognition. Subsequently, this value will be included within the contractual Earned premiums ratio will depend on particular facts and circumstances.
w . ) . ’ .
w . ¢ Include in the measurement of insurance contracts & disclose if they are a key metric for Bl |nformation about the effect of the regulatory frameworks If contracts are | isk
n Y Policy loans ) - . o s < R na g Y | nsurance ris
g <Z( it ALl Results Net Qutflow (Onerous contracts) Charglsrfétsgrai??lggz)to e Recognlgzriz(tjglrtll?gsasl (lg;SI:C)S o i included within the same group 2s 2 resuit oflaw or regulation ¢ Claims devel t—i tual clai d with i) Insurers are expected to review the cash flow classification in their operating
2 aims development - i.e. actual claims compared wi = i = ,
o X ¢ Include in the measurement of insurance contracts & disclose premiums received for [N |nformation about risk concentrations : ~ ; 2 . ([ el £ . Var|ou§ meth_od§ ezl ﬂowfrom financing and investing activities in the light of the changes introduced by
. . Present separately as . . . . ; . O previous estimates of the undiscounted amount of the claims S5 Net operating cash flow operating activities does not include ® . ; ) I . 4
w Premiums receivable financial assets insurance contracts issued in a reconciliation from the opening to closing balances of MR For each type of risk: o o g e eeltdl o ey e e SLFRS 17 in the presentation of information about insurance contracts in the
I insurance contracts. . Recognise a Contractual Service Margin Adjust contractual service margin and O - Credit risk 5 fajun W statement of comprehensive income.
Results net inflow (Profitable & contracts can become . o . z Th — B N dch —
= releases it to the P&L based on coverage if it becomes zero, additional charge < N e exposures to risks, how they arise and changes therein h i/ I <t il
Presan caparEiely Include in th tof i tracts and are disclosed ified i SR tbE e Vi) units over the period recognise to Profit or Loss (P&L) = Th 5 ‘ @l f e ik The entity’s maximum exposure to credit ris
o .y ¢ Include in the measurement of Insurance contracts and are disclosed as specified in . . D e entity’s objectives, policies and processes for managing the risks, g q 3 a . .
Unearned premiums for non-life insurance X . X N Information about the credit quality of reinsurance contract
° T premium receivable. 2 methods used to measure the risks and changes therein o ——_ Al A Newmetric B Nochange ® Depends
Present separately as Include in the measurement of insurance contractsé& disclose claims paid in a reconciliation % * Summary quantitative information about exposure to the risk at Liquidity risk e
. . . . . . .
et prilsle financial Iia%i\itiesy from the opening to closing balances of insurance contracts ’ & e epariiingeltis, beses|en imiferetiem previdisd Tntismel o L.y Ao Raruitafing ek i
pening s : 15} management personnel or, when this is not provided, based on the specific A description of how liquidity risk is managed ( ]
€& =) Line items unchanged (for presentation purposes) Expected ‘new’ line items Line items not required by either SLFRS 4 or SLFRS 17 Z disclosure requirements provided . - THE ESSENTIAL INSURANCE JARGONS
(%] Maturity analyses that show, as a minimum, net cash flows
" Premiums XX Insurance revenue XX % Insurance and market risks for eachtof;he ﬁr;ttgvilyetags after the ﬁpﬁrtingéﬁaf ang in
' [+4 . o ; ) : ] : B For insurance risk, a sensitivity analysis that shows the effect for insurance GRS RN U2 MIFEIE TRAE VEEIre, WATER M)y 1912 PEisEel e SLFRS 4 SLFRS 17 SLFRS 4 SLFRS 17 SLFRS 4 SLFRS 17
E o Acquisition costs are currently expensed as incurred. Investment income 5% Incurred claims and other expenses (Xx). g aeTHTAES (s, e ) aftiar sk mitieation by rEisurEme: the estimated timing of: ()
o © « Insurance contracts are currently measured using historical interest rates that are lower than market rates when first applying SLFRS 17. : : : i L .
8 IE.I:J 8 e coners e eyh. S gd e e T pplying Financial Incurred claims x0) Insurance service result XX ._o._ Methods and assumptions used in preparing the sensitivity analyses, changes » The remaining contractual undiscounted net cash flows; or [
e ‘_é i argins currently used are higher than risk adju u cleelty : Statement o e : Investment income XX E therein and the reasons for such changes °® « The estimates of the present value of the future cash flows —»  Claimor loss reserves Value in force-VIF reserves—UPR
; t Illustration Change in insurance contract liabilities XX Insurance finance expenses XX i If an entity discloses an alternative sensitivity analysis in place of any of Amounts that are payable on demand and their relationship °
=) ) . ) ) i ; ; ' Iall those specified above, explanations of the method used and its objective, the ith th i ts of the related portfolios of contract
o2 w « Profits are currently recognised at contract inception. Profit or loss XX Net financial result XX w A ) S ; with the carrying amounts of the refated portfolios of contracts . .
o . main parameters and assumptions, and any limitations that may result in the - .
5 8 % + Aggregation of onerous and profitable contracts is currently permitted. Other comprehensive income _ Profit or loss XX 2 inforr’:\ation provided ’ Y Y —> Underwriting profit New business profit Experlenj§g3r|ances
& « Value of guaranteed rates (ie both time value and intrinsic value) is currently not fully included in the measurement of insurance contract . P : . - .
E a b5 Iiab\'Htiesg ¢ ) Y Y Comprehensive income 7 Other comprehensive income - nd| For each type of market risk, a sensitivity analysis that explains the New disclosure @  Existing requirement @
T S ' . o : S — s i
w o « Insurance contracts are currently measured using historical interest rates that are higher than market rates when first applying SLFRS 17. Comprehensive income XX 2 ;elat\:nsh\p bletweten the sensitivities from insurance contracts and those () Expanded requirement - Similar disclosure more detailed or . . . .
= Risk margins currently used are lower than risk adjustments used to apply SLFRS 17. g 'rom hnancial assets specific under SLFRS 17 @ > Earned premiums Premiums due Premiums written




