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IFRS 17 Journey 

Begins

 Time to Act

Welcome and Introduction

Revised Exposure  

Draft Issued
IFRS 9 published

Balloting and 

Drafting Begins

IASB Field study 

IFRS17? issued

Expected 

mandatory 

effective date

1999 2013 2014 2016 2020/ 
2021?

General effective 
date of IFRS 9 is 1 

January 2018

However, deferred
for insurance 
companies!

2018

September 2016

• The IASB has invited some companies (globally) to participate in a field study to better understand how entities will interpret 
specific requirements and any operational difficulties in the application of the requirements. 

• The findings from the field study are due to be made publicly available and will be used by the IASB as part of the process for the 
finalisation of the outstanding proposals on these topics.
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IFRS 17 Recap
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IFRS 4 Phase II / IFRS 17

Assets

PV of 
Expected 

Future Cash 
Flows

Risk 
Adjustment 

(“RA”)

Contractual 
Services 
Margin 

(“CSM”)

Goodwill

Changes in cash 
flows related to past 
& current services

Income statement
(underwriting 

result)

Income statement
(investment result)

Other 
comprehensive 

income

Release of CSM 
(including interest)

Release of RA related 
to current period

Interest on Insurance 
liability

Changes in discount 
rates

Shareholder 
equity

IFRS 4 Phase II/ IFRS 17
Typical balance sheet Income statement

Other 
liabilities

 Brief Recap

Assets

Best 
Estimate 
Liability
(“BEL”)

Risk Margin

Other 
liabilities

Subordinated 
liabilities

Excess of 
assets over 

liabilities

Callable 
capital 

instruments

Technical 
provisions

Basic Own 
Funds

Ancillary 
Own Funds

Solvency II
Typical balance sheet
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Field Study 
An Industry Perspective
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Field Study Topics

8

 We will get an industry perspective on the 3 topical areas

Field 
Study 
Topics

2. Transition

3. Scope of the 
VFA

4. Derivatives 
used to 

measure 
financial market 

risk5. 
Determining 
insurance 
finance 

income or 
expenses in 

OCI

6. Recognition 
of changes in 

estimates

1. Aggregation

4 November 2016
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Aggregation/ Unit of Account

9

 What / where/ why?

4 November 2016

What is the issue?

Level of calculation –
policy, portfolio, 
something in between?

Where is the issue?

 BEL – no issue given it 
is calibrated to the 
statistical mean

 RA – determined at a 
different level than CSM 
with an impact on the 
calculation

 CSM – Very important 
and very ambiguous 
guidance

Why is it an issue?

Aggregation of contracts 
to carry out onerous 
portfolio testing. Different 
levels produce materially 
different outcomes in the 
P&L

Important Note: while viewed 
as financially disadvantageous, 
policy level calculations would 
be more straightforward to 
manage in systems

CSM Policy Aggregate
Policy 1 100 100 100
Policy 2 -100 0 -100

Immediate Loss -100 0

Simple Example:

HSBC’s Perspective

Transition

10

Do you have Point of Sale Data, Models and assumptions?

4 November 2016

Simplified approach - Back-casting

 A pragmatic approach to transition taking into account available
historic data

 Policy data and values are projected backwards, “back-cast”, to
the inception date of the policies using realised assumptions

Policy Data

Beginning of 
comparatives

Transition
Date

Risk 
Adjustment

BEL

CSM

Back-cast 
Assumption

Back-cast 
Assumption

Three possible approaches to be applied in order:

1. Full retrospective application of new requirements is
required, unless impracticable

2. Where impracticable, the simplified approach in the
2013 ED must be applied

3. Where impracticable to apply the simplified approach, a
fair value approach is applied from the date of transition

Each bar 
represents all 
of the cohorts 
of policies 
issued in 
those years

Contract 
Inception

“A company needs not undertake exhaustive efforts to
obtain objective information but shall take into account
all objective information that is reasonably available”

HSBC’s 
Perspective
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Scope of the VFA
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 Determining contract classification
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HSBC’s 
Perspective

Does the contract have asset 

dependent cashflows?

Classification:

Non-participating contract

NO

YES

Do the contractual terms of the 

insurance contract specify that the 

policyholder participates in a defined 

share of clearly identified pool of 

underlying items

YES

Classification:

Indirect participating contract

NO

General model approach

Contract accounted for under 

the building block approach

Do you expect to pay the policyholder 

an amount equal to a substantial 

share of the returns from the 

underlying items; in which the 

substantial share is expected(1) to 

vary with the cash flows from the 

underlying itemsYES

Classification:

Indirect participating contract

NO

General model for indirect 

participating contracts

For indirect participating 

contracts, the Jan-16 IASB 

decision moves the approach 

for indirect participating 

contracts more closely in line 

with the variable fee approach 

because the changes related to 

discretion are adjusted through 

the CSM.

Changes as a result of market 

variables are accounted for 

through profit or loss or other 

comprehensive income

Classification:

Direct participating contract

Variable fee approach

Contract accounted for under 

the variable fee approach

Example contract

Protection / annuities

Example contract

Universal life 

Example contract

Unit linked (insurance)

90/10 With Profit

C
o

n
stru

ctive
 o

b
liga

tio
n?

??

(1) The industry is debating whether this expectation needs to be enforceable, particularly in a stress position

Questions/ Comments
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The views expressed in this 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 presentation be 
reproduced without the written permission of the IFoA or authors.

Questions Comments


