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"This letter has been drafted by the European Insurance CFO Forum (“CFOForum”), a body representing the
views of 23 of Europe’s largest insurance companies and I nsurance Europe, representing 9 5% ofthe premium
income of the Europeaninsurance market. Accordingly it representsthe consensusview of the Enropean
insuranceindustry.

Our members continue to support a high quality standard for insurance contract accounting and have
contributed significant efforts to the earlier EFRAGtesting of IFRS 17 ‘Tnsurance Contracts’. InJuly 2018, the
CFO Forum summarised the significant issuesidentified by its members during the EFRAG field testand in
October2018, proposed solutionsto those issuesthrough proposed track change edits to the standard.

We wouldlike to thank EFRAGfor its extensive work on IFRS 17 and for considering ourissues and the related
solutions. We believe that EFRAGs efforts have significantly c ontributed to the ongoing process to improve the
standard.

We appreciatethe effortsby the TASBin considering the concernsraised by theinsurance industry and others
about IFRS 17 ‘Insurance Contracts’, which resulted in the changes proposed in the Ex posure Dratt. The proposals
in the Exposure Draft represent welcome improvements in a numberof areas, such as the scope exclusionfor
certain credit-based contracts, recognition of acquisition expenses onrenewals and the presentation of insurance
contractsas assets orliabilities at the portfoliolevel. However,the IASBhas chosennot to propose amendments
for several otheridentified important issuesand for otherissues has proposed less effective amendments. Asa
result, webelieve that further changes to IFRS 17 are needed to obtaina high quality standard thatcan be
implemented at a reasonable cost.

In this context, we welcome the o pportunity to comment on EFRAG’s Dratt Comment Letter ontheIASB’s
ED/2019/4‘Amendmentsto IFRS 177,

The appendicesto this letter include our responses to the ITASB onthe Exposure Draft,our commentson
EFRAG’s draft comment letter to the IASB and ourresponses to the questionsraised by EFRAG toits
constituents. The comments in the appendices cover thethreeissues withthelargest impact that we
communicated earlier, changes thatare proposed in the Exposure Draft but do not fully resclve theissues
identified in the EFRAG testing, other issuesfor which no changesare proposed in the Exposure Draftand
certain other proposed changesthathave unintended consequences. Furthermore, the commentisin the
appendicesalso cover the proposedeffective date.

Issues with the largest impact

In oureffortsto continue to worktowards a high quality accounting standard, whilst recognising the Hmitation
for fundamental changesin this phase ofthe project, we have already highlighted the three issuesthatare most
widespread amongst our members and that have the largestimpact on the operational complexity and costs of
implementing the standard. We have summarised these three issuesbelowas theyhave not beenresolved
throughthe proposals in the Exposure Draft:

¢« Levelof Aggregation — Whilst we continue to believe that the requirement for annualcchorts in general is
not aligned to thefundamentals of insurance business, we believe that at a m inimum annuai cohorts
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should not beused for contracts in the variable fee approach with significant mutualisation and forall
contractsat transition. Thiswill significantly reduce operational complexities withoutsignificantly affecting
the outcome. See ourresponsein Question 3 for more information.

o Transition — We believe thatthe current limitations in the modified retrospective approach unduly limit
the ability to utilise thistransition method and will resultin too much default tothe fairvalue approach, even
wherethisis less appropriate. We believe that the criteria for the modified retrospective approach shouldbe
more principles based. In addition, webelieve that transitional reliefis required for the risk mitigation
approach (tobe applied retrospectively), for OCI at transition (to be aligned for assetsandliabilitiesin the
general measurement model) and for historical b usiness combinations. See our responsein Question 8 for
more information.

» Presentation — We believethat changes should be made to remove the inconsistency between group and
solo reporting that is solely dueto differencesin reporting frequency as thisresults in unnecessary costsof
dual accounting. Furthermore, webelieve that the requirement to present c omparatives at transition should
be removed to align with IFRS 9 and to provide further reliefin implementation time and costs. Seeour
responses in Question 5 formoreinformation.

Our detailed comments on these three issnes are included in the appendices.

Proposed changesin the Exposure Draftthat donotfully resolve theissuesidentified

In the appendices, we havealso commented ona number of proposed changes in the Exposure Draft thatdonot
resolvetheidentified issues. In thisrespectwe would like to highlightthe following:

¢ Riskmitigationis a critical element of insurance business. Assuch, our commentsin the appendices propose
an extension of the risk mitigation option to include non-derivative financial instruments and to be applicable
to all insurance contracts —notonly contracts accounted for underthe variable fee approach. See cur
responses in Question 6 formore information.

o  Whilst we welcome theobjective o fthe proposed changes to aceounting for proportional reinsurance in the
Exposure Draft, we are concerned that the proposed definition of proportionate provideslittlereliefin
practice and still would create significant accounting mismatches. See ourresponses in Question 4 formore
information.

s  Weare concerned thatthe proposed amendments on investment-return services do notcapture
economically similar products that include an insurance and investment return servicebutdonot meetthe
criteria, as the contract cannotbe surrendered nortransferred. Inour viewthe proposed criteriafor
recognitionof investment-return servicesneed further consideration . See ourresponses in Question 3 for
more information.

Otherissuesforwhich no changesareproposedin the Exposure Draft

In addition, we have commented in the appendices onother important issuesidentified in the EFRAGfield
testing that arenot addressed by the proposals in the Exposure Draft. Thesecommentsareincludedin our
responses to the relevant q uestions under the section “Other issues”.

Other proposed changesthat have unintended consequences

Furthermore, wehaveidentified amendments proposed in the Ex posure Draft that introduce unintended
consequences. These include for example the amend ment to the guidance on the level at whicheligibility for the
variable fee approach should be assessed. This is a significant change which could result in disruption to
implementation programmes. See our responsesin Question 9 formore information.

Proposed effectivedate

Europeaninsurers are working hard to implement IFRS 17 in accordance with the currently proposed effective
date (1 January 2022). However, there are significant concernsonthetight deadlines, bothin relation to the time
needed to make the necessary im provements to the standard and the time needed for a high quality
implementation. The European endorsement process willlikely not resultin an endorsed standard untillatein
2021, which createsa greatdeal ofuncertainty. We do notsee this aspurely a European endorsement issue, as
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we strongly believe that there should be one consistent global effective date o fan endorsed standard. Taking into
accountthe above, manyin the industry see a needfor a delay to the global effective date of IFRS17 and IFRS 9
for insurersuntil1 January 2023, while otherssee the needtoretaina 2022 effective date.

In summary, we welcomethe changes proposed in the Exposure Draft as these represent a significant
improvement, but we believe that additional changes (as set out above and in the appendices)are stillrequired.

We appreciate the opportunity to provide input for resolving these remainingissues and would be pleased to
discussthese further with you.

Y ours faithfully,

V4
MétthewRider Olav Jones
Chair, Deputy Director General
European Insurance CFOForum Director Economics & Finance, Insurance Europe
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