


    

 

  

     

 

     

  

     

   

   

  

     

  

     

  

    

  

     

 

     

  

     

 

     

 

     

 

     

 

     

 

     

  

     

Overview 

• Objectives 

• Timelines 

• Premium Allocation Approach 

• Risk Adjustment 

• Contractual Service Margin 

• Discounting 

• Reinsurance 

• Presentation and Other Comprehensive Income 

• Q & A 
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PAA: Measurement of Unexpired Risks 

 

Premium 

Allocation 

Approach 

(PAA) 

Onerous 

Discounted 

probability 

weighted 

average of 

expected 

future cash 

flows  

Risk 

Adjustment 

Contractual 

Service Margin 

Liability prior to date when claims are incurred 

Premium 

Allocation 

Approach 

(PAA) OR OR 

BBA PAA PAA 

1

0 

On subsequent measurement: 

• Premium Allocation reduces 

systematically over the 

coverage period 

• Contractual service margin 

(CSM) reduces linearly over 

coverage period 

• CSM can be adjusted for 

changes in estimates of 

future cash flows and risk 

adjustment for future claims 





























    

 

  

     

 

     

  

     

   

   

  

     

  

     

  

    

  

     

 

     

  

     

 

     

 

     

 

     

 

     

 

     

  

     

Discounting: Top Down vs Bottom Up  

24 

Not required for short duration 
claims liabilities: 

- Full run-off is in one year or less 

- PAA is used 

Where it is used, the discount rate 
must be derived using a curve 

Both top-down and bottom-up 
approaches are acceptable – 

method is not prescribed  











    

 

  

     

 

     

  

     

   

   

  

     

  

     

  

    

  

     

 

     

  

     

 

     

 

     

 

     

 

     

 

     

  

     

Current IFRS to IFRS 4 Phase II 
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Source of change in reserves 

T
e
c
h
n
ic

a
l 
P

ro
v
is
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n
s
 

(£
m

) 

Single Year Policies – Current IFRS to IFRS 4 Phase II Bridging Analysis 

200 40 

10 5 155 

Note that this assumes that the Current IFRS reserves are best estimate.  Removal 

of prudence can be the largest item in the waterfall. 







    

 

  

     

 

     

  

     

   

   

  

     

  

     

  

    

  

     

 

     

  

     

 

     

 

     

 

     

 

     

 

     

  

     

Summary of Implications for Insurers 
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Data/Policy admin systems 

Stakeholders 

Internal Reporting 

General Ledger 

Data Storage 

Actuarial Models 

Assumptions/Methodology 



    

 

  

     

 

     

  

     

   

   

  

     

  

     

  

    

  

     

 

     

  

     

 

     

 

     

 

     

 

     

 

     

  

     

33 

The views expressed in this [publication/presentation] are those of invited contributors and not necessarily those of the 

IFoA. The IFoA do not endorse any of the views stated, nor any claims or representations made in this 

[publication/presentation] and accept no responsibility or liability to any person for loss or damage suffered as a 

consequence of their placing reliance upon any view, claim or representation made in this [publication/presentation].  

 

The information and expressions of opinion contained in this publication are not intended to be a comprehensive study, 

nor to provide actuarial advice or advice of any nature and should not be treated as a substitute for specific advice 

concerning individual situations. On no account may any part of this [publication/presentation] be reproduced without the 

written permission of the IFoA [or authors, in the case of non-IFoA research]. 

Questions Comments 



    

 

  

     

 

     

  

     

   

   

  

     

  

     

  

    

  

     

 

     

  

     

 

     

 

     

 

     

 

     

 

     

  

     

Contact Details 
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