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Simplified Case Study 
IFRS 17 implementation impacts
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1 The purpose of the Simplified Case Study is to gather information from insurers that apply IFRS Standards and are not participating in the detailed case study. The collected information will be used as input into EFRAG’s draft of an advice to the European Commission on the endorsement of IFRS 17 Insurance Contracts (IFRS 17). 
2 All input received from responses to this Simplified Case Study will be aggregated with input from other responses and sources – no information that would permit the identification of individual insurance companies will be made public. This is in conformity with the EFRAG Field Work policy which can be found here.
3 The Simplified Case Study consists of two components:
(a) Part A - Questionnaire covering general information on the expected impact of IFRS 17 on the insurance business (mainly qualitative, with quantitative information on implementation costs); and
(b) Part B - Questionnaire covering some estimated quantitative impacts of IFRS 17. 
4 All insurance companies that apply IFRS Standards are encouraged to complete Part A. Part B is for those companies that have developed sufficient information to be able to estimate the likely impact of IFRS 17 on their financial statements.
5 Responses are requested by Thursday 31 May 2018.
6 If you have any queries, please contact the EFRAG Secretariat insurance team by email (IFRS17Secretariat@efrag.org) or by phone (+32 (0)2 210.44.00 and ask for Joachim Jacobs).
PART A – General information
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1 Please provide the following details:
(a) The name of the entity you are responding on behalf of:
	


(b) Country where head office is located: 
	


(c) Contact details, including e-mail address:
	


2 How far advanced are you in implementing IFRS 17? For example:
· Analysis of impact in progress – started [state date] and expected to be completed by [state date]
· Implementation plan approved - [state date] 
· Implementation in progress – started [state date] and expected to be completed by [state date].
	


Insurance activities
3 Provide a short description of the main jurisdictions in which you operate and the main product types offered in each jurisdiction (showing also the percentage of total business contributed by each product type and the basis for identifying how the percentage of business is derived). For each product type, identify whether you expect to apply the General Model, the Variable Fee Approach or the Premium Allocation Approach if IFRS 17 is endorsed for use in the EU/EEA:
	Jurisdiction
	Product type
	% of business
	IFRS 17 approach

	Example: Country A
	Health insurance
Fire insurance
	X%
Y%
	General Model
Premium Allocation Approach

	Example: Country B
	Life insurance
	Z%
	General Model 

	Percentage of business based on
	Example - revenue


4 For each product type, please provide a brief explanation of your current accounting methodology and the key differences from IFRS 17.
	Product type
	Current accounting 
	Key differences from IFRS 17

	Example: Country A fire insurance
	Premiums recognised evenly over coverage period
	No significant differences

	Example: Country B life insurance
	Prudent provisioning for liability as follows …
	No discounting of future cash flows or discounting with changes recognised in OCI
No CSM or CSM allocation required, profit recognition takes place upfront/over time/at the end of the contract
No losses on onerous contracts recognised


Product trends
5 Do you expect that the application of IFRS 17 will affect the product types that you offer (either by reducing product types or by adding new products)? Please provide a short description of any expected changes and an explanation of how/why IFRS 17 will lead to the changes described.
	


Pricing
6 [bookmark: _Toc499562111][bookmark: _Toc499562376][bookmark: _Toc499625986][bookmark: _Toc499626033][bookmark: _Toc499728498][bookmark: _Ref505611576][bookmark: _Ref499557164][bookmark: _Ref499624150][bookmark: _Ref499825754](A) Do you expect that IFRS 17 will change your current pricing methodology? 
|_| Yes		|_| No		|_| Do not know 
(B) If you answered YES, please explain what changes you expect and why this will result from the application of IFRS 17.
	Type of change
	Reason for change

	
	


Estimates of costs
7 Are you planning to adapt/upgrade your systems only to the minimum extent needed to apply IFRS 17, or are you planning a more substantive upgrade/review of your systems (e.g. for improved efficiency)?
	[bookmark: _Hlk505526813]


Implementation costs
8 Please provide the expected one-off implementation costs of implementing IFRS 17. The comment column provides an opportunity to explain your responses. Please explain which requirements of IFRS 17 are expected to have the greatest positive or negative impact on one-off implementation costs and quantify that impact if possible. 
	One-off costs
	Internal
	External
	Total
	Comment (examples)

	Classification of Insurance contracts
	
	
	
	

	IT - Actuarial systems
	
	
	
	

	IT- Accounting and reporting systems
	
	
	
	

	Non-IT systems
	
	
	
	

	Understanding IFRS 17
	
	
	
	Include costs of internal training

	Investor relations
	
	
	
	

	Other costs
	
	
	
	Please identify cost categories.

	TOTAL:
	
	
	
	


Ongoing costs
9 Do you expect ongoing costs of applying IFRS 17 to be greater than, equal to or less that your existing ongoing costs of applying IFRS 4 Insurance Contracts (IFRS 4)? Please explain which requirements of IFRS 17 are expected to have the greatest positive or negative impact on ongoing costs and quantify that impact if possible. 
	IFRS 17 requirement
	Type of impact
	Amount of impact

	
	
	


Impact of costs of implementing Solvency II
10 To what extent will the implementation of Solvency II reduce the costs of applying IFRS 17? Please indicate the effect in the table below and explain how the implementation of Solvency II have this effect. 
	
	To a great extent
	To some extent
	No effect
	Do not know
	Explanation

	Implementation costs
	
	
	
	
	

	On-going costs
	
	
	
	
	



Benefits of IFRS 17
11 For each of the potential benefits highlighted below please indicate on a scale from 1 (totally disagree) to 5 (fully agree) to what extent do you agree with the following statements made will be of benefit to you.
	Potential benefits for preparers of financial statements
	1
	2
	3
	4
	5
	Qualitative description

	More comparable financial reporting information
IFRS 17 removes the practice of using non-uniform accounting policies for insurance contracts. Consequently, IFRS 17 is expected to eliminate much of the diversity in practice for insurance contracts with similar characteristics and economic features. When applying IFRS 17, a multinational entity will apply a consistent accounting model for similar insurance contracts, increasing the comparability of its results by product and by geographical area between group entities.
	
	
	
	
	
	

	Availability of options
Both for contracts with and without direct participation features, IFRS 17 offers accounting policy choices for dealing with insurance finance income and expense. Entities may therefore choose the option which best reflects their economic substance and reduce costs.
	
	
	
	
	
	

	Uniform Chart of Accounts
By requiring a consistent accounting policy, IFRS 17 provides entities with the opportunity to align their chart of accounts throughout the group and leverage from the chart of accounts used for statutory reporting purposes. This could lead to information being available in a more timely manner and could enhance the understanding of the chart of accounts.
	
	
	
	
	
	

	Level of aggregation
IFRS 17 requires entities to aggregate insurance contracts in the way that they are managing their contracts. In addition, portfolios are to be divided into groups and groups shall not include contracts issued more than one year apart. This way of aggregating leads to trend information that may be useful for internal and external stakeholders. 
	
	
	
	
	
	

	Resolving accounting mismatches
IFRS 17 allows entities to present insurance finance income or expenses either in profit or loss or disaggregated between other comprehensive income and profit or loss to reduce or fully eliminate accounting mismatches with the assets invested in.
	
	
	
	
	
	

	Reflecting the economics of the business
IFRS 17 allows for entities to make their long-term business model more understandable which could reduce the dependence on some alternative performance measures currently used by entities to explain their business.
	
	
	
	
	
	

	Current accounting
By using updated assumptions as required by IFRS 17, entities could have more current information at hand which could enable them to identify products that become onerous as they arise. This also includes accounting for all rights and obligations (such as options and guarantees) so that entities have information of their true financial position at any reporting date.
	
	
	
	
	
	

	Reasonable approximation under the Premium Allocation Approach
IFRS 17 allows an entity to simplify the measurement of some groups of insurance contracts by applying a premium allocation approach. This could lead to a reduction in complexity and costs of implementing IFRS 17.
	
	
	
	
	
	

	Specific measurement guidance
IFRS 17 provides entities with more prescriptive requirements than IFRS 4 around measurement which could lead to more uniformity when comparing liabilities between group entities. 
	
	
	
	
	
	

	Enhanced integration between risk management and financial reporting
IFRS 17 reflects how risk is managed by entities. This could provide an opportunity for risk management and financial reporting teams to integrate management and financial reporting, thus reducing the amount of work to prepare financial and management reports.
	
	
	
	
	
	

	Sharing of risks
Although IFRS 17 does not foresee an exemption from the use of annual cohorts for contracts that fully share risks, IFRS 17, paragraph BC138, notes that the requirements specify the amounts to be reported, but not the methodology to be used to arrive at those amounts.
	
	
	
	
	
	


12 Do you consider that, compared to the current situation of applying IFRS 4:
(a) the application of IFRS 17 could potentially improve the quality of financial information available in financial statements prepared using IFRS 17? Please explain.
	


(b) the application of IFRS 17 could lead to an increased understanding of the insurance sector by capital providers and investors? Please explain.
	


(c) the application of IFRS 17 could have a possible positive effect on the cost of capital of insurers? Please explain.
	


(d) the application of IFRS 17 could lead to an increased understanding of the insurance sector by other stakeholders? Please explain.
	


Performance indicators 
Internal
13 Please identify the five main performance indicators (KPI) you use internally for managing your business, explain how these are calculated and the expected change (if any) under IFRS 17.
	Internal KPI
	Calculation
	Expected change 

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


External
14 Please identify the five main performance indicators (KPI) you provide to external investors, explain how these are calculated and the expected change (if any) under IFRS 17.
	External KPI
	Calculation
	Expected change 

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Asset-liability management
15 [bookmark: _Ref505613327]To what extent do you hold assets to back specific liabilities and to what extent do you hold assets in a general fund?
	
	Amount
	Percentage

	Assets backing specific liabilities
	
	

	Assets held in general fund
	
	

	Total assets
	
	100%


16 [bookmark: _Ref505611514](A) Do you expect that IFRS 17 will change your current investment strategy and/or approach to asset allocation? 
|_| Yes		|_| No		|_| Do not know 

(B) If you answered YES, please explain what changes you expect and why this will result from the application of IFRS 17.
	Type of change
	Reason for change
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[bookmark: _Toc505781147]Introduction
17 [bookmark: _Toc485821808][bookmark: _Toc497471215][bookmark: _Toc497814917][bookmark: _Toc499562899][bookmark: _Toc499627301][bookmark: _Toc499643576][bookmark: _Toc499734388][bookmark: _Toc499818346][bookmark: _Toc499820364][bookmark: _Toc499824152][bookmark: _Toc499824632][bookmark: _Toc499824734][bookmark: _Toc499824892][bookmark: _Toc499825551][bookmark: _Toc500165699][bookmark: _Toc500165757][bookmark: _Toc500166392][bookmark: _Toc481595245][bookmark: _Toc482355742][bookmark: _Toc482356087][bookmark: _Toc482366552][bookmark: _Toc482607442]Participants in this case study are asked to undertake the following steps: 
(a) Step 1: Selection of a representative portfolio.
(b) Step 2: Apply current GAAP accounting to the selected portfolio as well as the corresponding assets.
(c) Step 3: Apply IFRS 17 and IFRS 9 Financial Instruments to the selected portfolio as well as the corresponding assets. 
(d) Step 4: Compare the results with your current accounting for the selected portfolio (quantitative and qualitative) and explain the differences.
[bookmark: _Toc505781148]Step 1: Selection of portfolio
18 Identify your major product type in accordance with the definitions set out in Appendix I and
(a) Select one portfolio for testing purposes; 
(b) Explain why you selected this product type and this portfolio; and
(c) Provide the following quantitative data based on your 2017 financial statements: 
	
	Total revenue
	Profit (or similar measure)
	Total liabilities
	Total assets

	Portfolio
	
	
	
	

	Product type
	
	
	
	

	Total company
	
	
	
	


19 [bookmark: _Ref499821079]The selected portfolio should include contracts subject to a similar measurement approach and be representative of the product type.
[bookmark: _Toc497471216][bookmark: _Toc497814918][bookmark: _Toc499562900][bookmark: _Toc499627302][bookmark: _Toc499643577][bookmark: _Toc499734389][bookmark: _Toc499818347][bookmark: _Toc499820365][bookmark: _Toc499824153][bookmark: _Toc499824633][bookmark: _Toc499824735][bookmark: _Toc499824893][bookmark: _Toc499825552][bookmark: _Toc500165700][bookmark: _Toc500165758][bookmark: _Toc500166393][bookmark: _Toc505781149][bookmark: _Toc485821809]Step 2: Application of current GAAP
20 Apply current GAAP to the selected portfolio as well as the corresponding assets for their entire duration (minimum 5 years) and quantify the results.
21 [bookmark: _Ref500936585]In doing so:
(a) The portfolio is run off in an excel sheet over its full duration (minimum 5 years) with graphic representation of the profit or loss before tax and other comprehensive income statements;
(b) The expected asset returns used are explained:
(i) By providing information on the asset type(s) e.g. (bonds, equities, real estate) and the associated returns. If a composite return is used, explain how it is calculated; and
(ii) By providing information on the discount rate(s) used and how these have been determined. 
[bookmark: _Toc497471217][bookmark: _Toc497814919][bookmark: _Toc499562901][bookmark: _Toc499627303][bookmark: _Toc499643578][bookmark: _Toc499734390][bookmark: _Toc499818348][bookmark: _Toc499820366][bookmark: _Toc499824154][bookmark: _Toc499824634][bookmark: _Toc499824736][bookmark: _Toc499824894][bookmark: _Toc499825553][bookmark: _Toc500165701][bookmark: _Toc500165759][bookmark: _Toc500166394][bookmark: _Toc505781150]Step 3: Application of IFRS 17 and IFRS 9
22 Apply IFRS 17 and IFRS 9 to the selected portfolio as well as the corresponding financial assets for their entire duration and quantify the results as if 1 January 2017 was the date of application of IFRS 17. For transition, apply the full retrospective method if information is available. Otherwise apply the modified retrospective method or the fair value approach and explain your choice of approach. 
	[bookmark: _Ref499731230]


23 For the selected portfolio, identify whether it will be measured subsequently using the General Model, the Variable Fee Approach or the Premium Allocation Approach.
	[bookmark: _Toc485821827][bookmark: _Toc497471218][bookmark: _Toc497814920][bookmark: _Toc499562902][bookmark: _Toc499627304][bookmark: _Toc499643579][bookmark: _Toc499734391][bookmark: _Toc499818349][bookmark: _Toc499820367][bookmark: _Toc499824155][bookmark: _Toc499824635][bookmark: _Toc499824737][bookmark: _Toc499824895][bookmark: _Toc499825554][bookmark: _Toc500165702][bookmark: _Toc500165760][bookmark: _Toc500166395]


[bookmark: _Toc505781151]Step 4: Comparison with current accounting and explanation of the differences
24 This step focusses on the differences between the current and the IFRS 17 accounting treatment and assesses the impact. It also considers other issues arising from IFRS 17.
[bookmark: _Toc485821829][bookmark: _Toc497471221][bookmark: _Toc497814923][bookmark: _Toc499562905][bookmark: _Toc499627307][bookmark: _Toc499643582][bookmark: _Toc499734394][bookmark: _Toc499818352][bookmark: _Toc499820370][bookmark: _Toc499824158][bookmark: _Toc499824638][bookmark: _Toc499824740][bookmark: _Toc499824898][bookmark: _Toc499825557][bookmark: _Toc500165705][bookmark: _Toc500165763][bookmark: _Toc500166398][bookmark: _Toc505781152][bookmark: _Toc481595247][bookmark: _Toc482356089][bookmark: _Toc482355744][bookmark: _Toc482366554][bookmark: _Toc482607444]Step 4.1. Transition
25 [bookmark: _Ref499624026][bookmark: _Ref499820949]For the selected portfolio, quantify the impact on opening retained earnings and other components of equity as reported under current GAAP.
	[bookmark: _Hlk502930189]


[bookmark: _Toc497471222][bookmark: _Toc497814924][bookmark: _Toc499562906][bookmark: _Toc499627308][bookmark: _Toc499643583][bookmark: _Toc499734395][bookmark: _Toc499818353][bookmark: _Toc499820371][bookmark: _Toc499824159][bookmark: _Toc499824639][bookmark: _Toc499824741][bookmark: _Toc499824899][bookmark: _Toc499825558][bookmark: _Toc500165706][bookmark: _Toc500165764][bookmark: _Toc500166399][bookmark: _Toc505781153][bookmark: _Toc485821830]Step 4.2 Overall measurement 
26 [bookmark: _Toc497471223][bookmark: _Toc497814925]For the selected portfolio, please provide the following information for every year until at least 31 December 2021:
	
	Current accounting
	Applying IFRS 17

	31 December
	Measurement of the portfolio liability (EUR)
	Discount rate used (if any)
	Liabilities duration
	Measurement of the portfolio liability (EUR)
	Discount rate used
	Liabilities duration

	2017
	
	
	
	
	
	

	2018
	
	
	
	
	
	

	2019
	
	
	
	
	
	

	2020
	
	
	
	
	
	

	2021
	
	
	
	
	
	


[bookmark: _Toc499562907][bookmark: _Toc499627309][bookmark: _Toc499643584][bookmark: _Toc499734396][bookmark: _Toc499818354][bookmark: _Toc499820372][bookmark: _Toc499824160][bookmark: _Toc499824640][bookmark: _Toc499824742][bookmark: _Toc499824900][bookmark: _Toc499825559][bookmark: _Toc500165707][bookmark: _Toc500165765][bookmark: _Toc500166400][bookmark: _Toc505781154]Step 4.3. Scope of Variable Fee Approach
Only answer this question if you applied the Variable Fee Approach to the selected portfolio OR would have liked to apply the Variable Fee Approach to the selected portfolio.
27 (A) Do you agree with the scope of the Variable Fee Approach? 
|_| Yes		|_| No
(B) Please explain the reasons for your answer.
	


[bookmark: _Toc497471224][bookmark: _Toc497814926][bookmark: _Toc499562909][bookmark: _Toc499627311][bookmark: _Toc499643586][bookmark: _Toc499734398][bookmark: _Toc499818356][bookmark: _Toc499820374][bookmark: _Toc499824161][bookmark: _Toc499824641][bookmark: _Toc499824743][bookmark: _Toc499824901][bookmark: _Toc499825560][bookmark: _Toc500165708][bookmark: _Toc500165766][bookmark: _Toc500166401][bookmark: _Toc505781155]Step 4.4. Separating components of insurance contracts
28 Applying your current accounting requirements to the selected portfolio, do you separate any components from your insurance liabilities and measure them differently? If so, please explain why these are separated.
	


29 [bookmark: _Ref499824472]Applying IFRSs 9, 15 and 17 to the selected portfolio, identify whether any components need to be separated from your insurance liabilities. In addition, please explain the proportion of the insurance liabilities that would be separated.
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[bookmark: _Toc505781156]Step 4.5 Level of aggregation
30 [bookmark: _Ref497398752]IFRS 17 describes portfolios as comprising contracts subject to similar risks and managed together. In this case study:
(a) was the product type you chose the same, smaller or larger than a portfolio as defined by IFRS 17? 
(b) was the portfolio you chose the same, smaller or larger than a portfolio as defined by IFRS 17?
	[bookmark: _Ref499623973]


31 For the selected portfolio:
(a) Indicate the number of groups this would comprise under current GAAP;
(b) Indicate the number of groups this would comprise if you had applied the grouping requirements under IFRS 17 rather than the exemption at transition; and
(c) Explain the difference.
	[bookmark: _Ref497398770]


32 [bookmark: _Ref499623955][bookmark: _Ref500938391]For the selected portfolio:
(a) How many of the groups are onerous under IFRS 17 and were any of these groups considered onerous under your current GAAP?
(b) What is the overall amount of loss (i.e. the loss component for remaining coverage) incorporated in those groups at transition date?
(c) How much of that overall loss is due to changes in asset returns?
(d) How much of that overall loss is currently covered by risk sharing as defined by IFRS 17 (see definition under question 41) and what is the net loss after risk sharing as defined in IFRS 17?
(e) What is the result of the IFRS 4 liability adequacy test?
	


33 [bookmark: _Toc485821834][bookmark: _Toc497471226][bookmark: _Toc497814928][bookmark: _Toc499562911][bookmark: _Toc499627313][bookmark: _Toc499643588][bookmark: _Toc499734400][bookmark: _Toc499818358][bookmark: _Toc499820376][bookmark: _Toc499824163][bookmark: _Toc499824643][bookmark: _Toc499824745][bookmark: _Toc499824903][bookmark: _Toc499825562][bookmark: _Toc500165710][bookmark: _Toc500165768][bookmark: _Toc500166403][bookmark: _Toc482355764][bookmark: _Toc482356094][bookmark: _Toc482366577][bookmark: _Toc482607449][bookmark: _Toc485821835][bookmark: _Toc485821832](A) If you identify future cash flows at a higher level of aggregation than group level, explain your process of allocating those cash flows to particular groups.
	


(B) If you identify future cash flows at a higher level of aggregation than group level and these cash flows fully share risks please explain how you ensure that the CSM is fully derecognised when all the contracts in a group are derecognised and that it is recognised in the correct periods?
	[bookmark: _Hlk502865061]


[bookmark: _Toc505781157]Step 4.6 Economic mismatches
	Economic mismatches arise if the values of, or cash flows from, assets and liabilities respond differently to changes in economic conditions.


34 [bookmark: _Ref497749848]For the selected portfolio:
(a) Identify the economic characteristics of the liabilities (duration, transactional currency, jurisdiction issued, fixed or variable guarantees, options included, etc);
(b) Taking into account the fund where the assets are held (see paragraph 15), identify the economic characteristics of the covering assets (duration, transactional currency, jurisdiction located, fixed or variable interest rates, options included, sensitivity to re-allocation, etc);
(c) Quantify any economic mismatch between the insurance liabilities and the corresponding assets and explain what strategy, if any, is used to minimise the economic mismatch.
	[bookmark: _Hlk502865378]


[bookmark: _Toc497471227][bookmark: _Toc497814929][bookmark: _Toc499562912][bookmark: _Toc499627314][bookmark: _Toc499643589][bookmark: _Toc499734401][bookmark: _Toc499818359][bookmark: _Toc499820377][bookmark: _Toc499824164][bookmark: _Toc499824644][bookmark: _Toc499824746][bookmark: _Toc499824904][bookmark: _Toc499825563][bookmark: _Toc500165711][bookmark: _Toc500165769][bookmark: _Toc500166404][bookmark: _Toc505781158]Step 4.7 Accounting mismatches
Accounting mismatches arise if changes in economic conditions affect assets and liabilities to the same extent, but the carrying amounts of those assets and liabilities do not respond equally to those economic changes.  
35 [bookmark: _Ref486426653]For the selected portfolio:
(a) Identify the asset-types that correspond to those liabilities and how these are accounted for today and under IFRS 9.
(b) Taking into account the fund where the assets are held (see paragraph 15), are the assets held to back specific liabilities or held in a general fund?
(c) When using a general fund, explain the methodology used to allocate assets to the corresponding liabilities.
(d) Quantify any remaining accounting mismatch between the insurance liabilities and the corresponding assets.
	[bookmark: _Ref486424888]


36 [bookmark: _Ref499625668]For the selected portfolio:
(a) Identify which accounting policy choice for insurance finance income or expense under IFRS 17 you would apply.
(b) Compare any remaining accounting mismatch with any accounting mismatch under current accounting.
	


[bookmark: _Toc497471229][bookmark: _Toc497814931][bookmark: _Toc499562915][bookmark: _Toc499627317][bookmark: _Toc499643592][bookmark: _Toc499734404][bookmark: _Toc499818362][bookmark: _Toc499820380][bookmark: _Toc499824167][bookmark: _Toc499824647][bookmark: _Toc499824749][bookmark: _Toc499824907][bookmark: _Toc499825566][bookmark: _Toc500165714][bookmark: _Toc500165772][bookmark: _Toc500166407][bookmark: _Toc505781159]Step 4.8 CSM allocation patterns
37 [bookmark: _Ref496866908]For the selected portfolio: 
(a) Explain how coverage units are assigned over the life of the selected portfolio;
(b) [bookmark: _Ref496866883]Quantify the CSM allocation to profit or loss for the entire duration of the portfolio;
(c) Compare this with your previous methodology for recognising “revenue” or any other KPI used under your current accounting requirements; and
(d) Quantify the difference over time.
	[bookmark: _Toc499824168][bookmark: _Toc499824648][bookmark: _Toc499824750][bookmark: _Toc499824908][bookmark: _Toc499825567][bookmark: _Toc500165715][bookmark: _Toc500165773][bookmark: _Toc500166408]
	Coverage units
	CSM allocated
	Current revenue/other KPI
	Difference

	2017
	
	
	
	

	2018
	
	
	
	

	2019
	
	
	
	

	2020
	
	
	
	

	2021
	
	
	
	

	Total
	
	
	
	


[bookmark: _Toc497471230][bookmark: _Toc497814932][bookmark: _Toc499562916][bookmark: _Toc499627318][bookmark: _Toc499643593][bookmark: _Toc499734406][bookmark: _Toc499818364][bookmark: _Toc499820382][bookmark: _Toc499824170][bookmark: _Toc499824650][bookmark: _Toc499824752][bookmark: _Toc499824910][bookmark: _Toc499825569][bookmark: _Toc500165717][bookmark: _Toc500165775][bookmark: _Toc500166410][bookmark: _Toc505781160][bookmark: _Toc481595251][bookmark: _Toc482355763][bookmark: _Toc482356093][bookmark: _Toc482366576][bookmark: _Toc482607448][bookmark: _Toc485821833]Step 4.9 Insurance finance income/expenses
38 [bookmark: _Ref496866924]For the selected portfolio: 
(a) Explain your current methodology to determine insurance finance income/expense over the life of the contracts involved;
(b) Quantify the outcome over the life of the contracts involved under current accounting; 
(c) Quantify financial income/expense under IFRS17; and
(d) Explain the difference. 
	
	Finance income/ expense (current)
	Finance income/ expense (IFRS 17)
	Difference
	Explanation of difference

	2017
	
	
	
	

	2018
	
	
	
	

	2019
	
	
	
	

	2020
	
	
	
	

	2021
	
	
	
	


39 [bookmark: _Ref499624213][bookmark: _Toc485821836]For the selected portfolio, do you consider that IFRS 17 and IFRS 9 insurance finance income and expense principles will deliver consistent and understandable reporting of financial performance for insurance contracts within a group or portfolio as relevant? Please explain. 
	


[bookmark: _Toc499627322][bookmark: _Toc499643597][bookmark: _Toc499734410][bookmark: _Toc499818368][bookmark: _Toc499820386][bookmark: _Toc499824174][bookmark: _Toc499824654][bookmark: _Toc499824756][bookmark: _Toc499824914][bookmark: _Toc499825573][bookmark: _Toc500165721][bookmark: _Toc500165779][bookmark: _Toc500166414][bookmark: _Toc505781161][bookmark: _Toc497471231][bookmark: _Toc497814933][bookmark: _Toc499562920]Step 4.10 Direct insurance combined with reinsurance
Only answer this question if you reinsure part or all of the selected portfolio.
40 Please explain how you account for the combination of direct insurance and ceded reinsurance under your current accounting practices and provide the following information.
	
	CSM release patterns
	Economic mismatches
	Accounting mismatches
	Insurance finance income and expenses

	Direct insurance contracts
	
	
	
	

	Reinsurance ceded
	
	
	
	

	Net difference
	
	
	
	


[bookmark: _Toc497471232][bookmark: _Toc497814934][bookmark: _Toc499562921][bookmark: _Toc499627324][bookmark: _Toc499643600][bookmark: _Toc499734413][bookmark: _Toc499818371][bookmark: _Toc499820389][bookmark: _Toc499824177][bookmark: _Toc499824657][bookmark: _Toc499824759][bookmark: _Toc499824917][bookmark: _Toc499825576][bookmark: _Toc500165724][bookmark: _Toc500165782][bookmark: _Toc500166417][bookmark: _Toc505781162]Step 4.11 Sharing of risks 
	Risk-sharing is described in IFRS 17 as cash flows of one group of policyholders that affect the cash flows of another group of policyholders.


41 [bookmark: _Ref499559836]For the selected portfolio:
(A) Does the portfolio share risks with other insurance portfolios? 
	|_| Yes		|_| No	 
(B) If yes, what proportion of the risks in the portfolio are shared?
	


[bookmark: _Toc499818372][bookmark: _Toc499820390][bookmark: _Toc499824178][bookmark: _Toc499824658][bookmark: _Toc499824760][bookmark: _Toc499824918][bookmark: _Toc499825577][bookmark: _Toc500165725][bookmark: _Toc500165783][bookmark: _Toc500166418][bookmark: _Toc505781163][bookmark: _Toc485821837][bookmark: _Toc497471233][bookmark: _Toc497814935]Step 4.12 Discretionary cash flows 
42 [bookmark: _Ref499825161]For the selected portfolio
Does the portfolio benefit from cash flows that are attributed on a discretionary basis by the insurance entity?
	|_| Yes		|_| No	 
If yes, to what extent does the portfolio benefit?
	[bookmark: _Hlk502866611]


[bookmark: _General][bookmark: _Toc497814938][bookmark: _Toc499562925][bookmark: _Toc499627328][bookmark: _Toc499643604][bookmark: _Toc499734417][bookmark: _Toc499818376][bookmark: _Toc499820394][bookmark: _Toc499824182][bookmark: _Toc499824662][bookmark: _Toc499824764][bookmark: _Toc499824922][bookmark: _Toc499825581][bookmark: _Toc500165729][bookmark: _Toc500165787][bookmark: _Toc500166420][bookmark: _Toc505781164]Step 4.13 Overall impact
43 In your view, does IFRS 17 take into account the specificities of the insurance sector? Please explain.
	


44 (A) Do you think that IFRS 17 will result in a change in investment strategy?
|_| Yes		|_| No		|_| Do not know
(B) If YES, please explain per liability class and type of asset used.
	Asset types
	Current invested amounts
	Expected invested amounts
	Explain the changes (qualitative)

	Example: equity instruments
	€ X
	€ Y
	

	Bonds
	€ A
	€ B
	


[bookmark: _Toc505781165]Step 4.14 Overall comment
45 Do you have any other comments on the application of IFRS 17 that are not addressed in the questions above? Please explain.
	



[bookmark: _Toc499562926][bookmark: _Toc499627329][bookmark: _Toc499643605][bookmark: _Toc499734418][bookmark: _Toc499818377][bookmark: _Toc499820395][bookmark: _Toc499824183][bookmark: _Toc499824663][bookmark: _Toc499824765][bookmark: _Toc499824923][bookmark: _Toc499825582][bookmark: _Toc500165730][bookmark: _Toc500165788][bookmark: _Toc500166421][bookmark: _Toc505781166]Appendix I: Product types
The following product types are used for Part B of the Simplified Case Study:

[bookmark: _Toc500165557][bookmark: _Toc500165731][bookmark: _Toc500165789]Life and health contracts with direct participation features (including with-profit contracts)
[bookmark: _Toc500165558][bookmark: _Toc500165732][bookmark: _Toc500165790]Life contracts:
This include term life, whole life, universal life, endowment, group business, deferred annuities, and immediate annuities.
[bookmark: _Toc500165559][bookmark: _Toc500165733][bookmark: _Toc500165791]Health contracts:
Health insurance is an insurance product which covers medical and surgical expenses of an insured individual. It reimburses the expenses incurred due to illness or injury or pays the care provider of the insured individual directly. The Health products offered include critical illness and permanent health insurance products.
Some entities may include health products under Life contracts and others as part of Non-life or General Insurance. Where you select health insurance portfolios for the case study, please be clear in your description where this has been included.
[bookmark: _Toc500165560][bookmark: _Toc500165734][bookmark: _Toc500165792]Insurance contracts with direct participation features:
As defined under IFRS 17:  It is an insurance contract for which, at inception:
(a) the contractual terms specify that the policyholder participates in a share of a clearly identified pool of underlying items;
(b) the entity expects to pay to the policyholder an amount equal to a substantial share of the fair value returns on the underlying items; and
(c) the entity expects a substantial proportion of any change in the amounts to be paid to the policyholder to vary with the change in fair value of the underlying items.
This may include “with-profits” or “participating” contracts depending on the contractual terms.
[bookmark: _Toc500165561][bookmark: _Toc500165735][bookmark: _Toc500165793]Life and health contracts without direct participation features:
These include the same products as the previous category, but without direct participation features as described in IFRS 17.
[bookmark: _Toc500165562][bookmark: _Toc500165736][bookmark: _Toc500165794]Non-life contracts:
Also known as general insurance or property and casualty insurance. Property insurance covers loss or damage through fire, theft, flood, storms and other specified risks. Casualty insurance primarily covers losses arising from accidents that cause injury to other people or damage to the property of others.
[bookmark: _Toc500165563][bookmark: _Toc500165737][bookmark: _Toc500165795]Investment contracts with discretionary participation features:
As defined under IFRS 17:  It is a financial instrument that provides a particular investor with the contractual right to receive, as a supplement to an amount not subject to the discretion of the issuer, additional amounts: 
(a) that are expected to be a significant portion of the total contractual benefits;
(b) the timing or amount of which are contractually at the discretion of the issuer; and
(c) that are contractually based on:
(i) the returns on a specified pool of contracts or a specified type of contract;
(ii) realised and/or unrealised investment returns on a specified pool of assets held by the issuer; or
(iii) the profit or loss of the entity or fund that issues the contract.
These are the contracts that may be included in the scope of IFRS 17 as the entity also issues insurance contracts per IFRS 17 paragraph 3(c). Investment contracts without DPFs fall under the scope of IFRS 9 and do not form part of the case study.
[bookmark: _Toc500165564][bookmark: _Toc500165738][bookmark: _Toc500165796]Unit-linked contracts (insurance):
Insurance products where the surrender value of the policy is linked to the value of underlying investments (such as collective investment schemes, internal investment pools or other property) or fluctuations in the value of underlying investment or indices. Investment risk associated with the product is usually borne by the policyholder. Insurance coverage, investment and administration services are provided for which the charges are deducted from the investment fund assets. Benefits payable will depend on the price of the units prevailing at the time of surrender, death or the maturity of the product, subject to surrender charges. 
Similar to investment contracts without DPFs, investment unit-linked contracts do not form part of the case study. 
[bookmark: _Toc500165565][bookmark: _Toc500165739][bookmark: _Toc500165797]Reinsurance ceded: 
Contracts entered into by the entity with a reinsurer allowing the entity to hold reinsurance contracts in order to reduce its risk exposure to an insurance policy by passing that risk onto a reinsurer.
[bookmark: _Toc500165566][bookmark: _Toc500165740][bookmark: _Toc500165798]Reinsurance assumed:
Reinsurance contracts issued by the entity in which it assumes insurance risk by issuing reinsurance contracts to policyholders in its capacity of a reinsurer.
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