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Highlights of the IASB meeting on 17 March 2020

« With a (one Board member was absent due to lost connection but later stated he would
also have voted in favour), the IASB approved the deferral of the of IFRS 17 (incorporating the
amendments) for an additional year (compared to the proposal in the exposure draft) to .

« With a the IASB approved to of the IFRS 9 temporary
exemption for qualifying entities as set out in IFRS 4 to

« The IASB also voted unanimously the amendments to IFRS 17, with no Board member intending to
dissent from the issuance of the final amendments.

« The IASB gave permission for the Staff to draft the amendments to IFRS 17 and raise

any issues identified during the balloting of amendments for discussion at a future meeting. The amendments are
expected to be issued in the second quarter of 2020, in line with the original plan.
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Effective date of IFRS 17
Feedback from respondents

« Almost all respondents the Board’s proposal to of IFRS 17 from its original effective
date of 1 January 2021. were observed in the feedback received:

1. Concerns expressed about any further deferral of the effective date

» All regulators and some respondents (users of financial statements) either opposed or expressed concerns about any
further delay to the effective date beyond 1 January 2022 as this would cause further delay to
to existing accounting practices for insurance contracts.

* A small number of insurers from Asia, Africa and Europe any further deferral of the effective date of IFRS 17.
For these insurers, any further delay would risk in implementation projects and
, for example, the need to maintain two systems (existing vs. IFRS 17-compliant systems)
especially for insurers who are ready for a 2022 effective date. A date that has been known since November 2018.

2. More time required for implementation

* Some insurers, or their representative bodies, and some national standard-setters of more
than one year for reasons such as:
a) challenges in developing IFRS 17-compliant IT systems;
b) developing appropriate application of IFRS 17 requirements and resolving technical accounting implementation
questions; and
c) the impact of the amendments on existing implementation projects, such as those relating to the treatment of
insurance acquisition costs and recovery of losses from reinsurance contracts held with onerous underlying contracts.
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Effective date of IFRS 17
Feedback from respondents

3. Consistent effective date around the world

* Some insurers or their representative bodies from all regions, and some national standard-setters, highlighted the need to
the initial application of IFRS 17 in major markets around the world. The uncertainties and delays surrounding
endorsements in some jurisdictions might put pressure on other jurisdictions to defer the effective date.

+ Some insurers highlighted the risk that if IFRS 17 is not applied at the same time in major jurisdictions, the market might

the effects of IFRS 17 on insurers from the effects of changes in their underlying financial
positions and performance.
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Effective date of IFRS 17
Staff conclusions and recommendation

+ Implementation by would be demanding for some insurers.

« Any further deferral of the effective date might cause some insurers to incur and,
therefore, could appear to those that started implementation as soon as IFRS 17 was issued and those

that have been slower to implement.

» The desire for insurers in some of major jurisdictions around the world to be able to
given the significance and extent of the changes IFRS 17 introduces.

* The benefits of a global adoption date outweigh the costs of further delaying the implementation of IFRS 17—particularly
for users of financial statements. On that basis the Staff recommend that the Board
to annual reporting periods beginning on or after
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Expiry date of the IFRS 9 temporary exemption in IFRS 4
Feedback from respondents

* Overall, respondents the Board’s proposal to further delay the implementation of IFRS 9 for some insurers to
continue to enable them to initially apply IFRS 17 and IFRS 9 . There were also three main themes
observed in the feedback received, which are discussed below.

1. Need for IFRS 9

* A European national standard-setter and a securities regulator representing Europe emphasised the importance of not
further delaying the application of IFRS 9, i.e. enhanced , across financial
instruments held by insurers to one another and to other entities.

2. Benefits of maintaining alignment of initial application of IFRS 17 and IFRS 9

+ Some respondents, mainly in Europe, commented that it is important that the effective dates of IFRS 17 and IFRS 9 for
insurers are because:
a) insurers will otherwise experience of major accounting changes in a short period of time; and
b) alignment leads to improved information and the potential for across
implementation periods.

3. Additional disclosures

* A European representative body suggested that the Board introduce to in
information between insurers applying IAS 39 and other financial institutions applying IFRS 9.
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Expiry date of IFRS 9 temporary exemption in IFRS 4
Staff conclusions and recommendation

+ Considering any further extension to the temporary exemption from applying IFRS 9 is a question of balancing the need
for improved information resulting from IFRS 9 against the benefit for entities of being able to initially apply IFRS 17 and
IFRS 9 at the same time.

+ The benefits of extending the relief by a further year to maintain the alignment of the initial application of IFRS 17 and

IFRS 9 for specified insurers, of a further delay to the implementation of IFRS 9 by those
insurers.

* The Staff recommend that the Board extend the fixed expiry date of the temporary exemption from applying IFRS 9 in
IFRS 4 to annual reporting periods beginning on or after .
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An overview of the amendments and their implications for insurers

« At its October 2018 meeting, the Board identified raised by various stakeholders for
to IFRS 17. We discuss in the following slides those concerns that resulted in amendments to IFRS 17.

« During meetings held between December 2018 and March 2019, the Board analysed the 25 concerns against the criteria
for evaluating possible amendments to IFRS 17. The listed below are those that the Board identified as
for potential amendments.

#(4) Use of to adjust the contractual service margin (CSM) for non-participating contracts
#(5) in discount rates and risk adjustment

#(6) Risk adjustment in a group of entities: interpretations of the requirement may lead to in practice
#(9) Premium allocation approach: need to identify for each group of contracts

#(10) Business combination: assessing classification of acquired contracts based on information as at the
instead of the original inception date
#(14) Reinsurance contracts held: expected cash flows arising from underlying insurance contracts
#(16) Presentation in the statement of financial position:
#(17) Presentation in the statement of financial performance: OCI option for insurance finance income or expenses

( )

#(18) Defined terms: Insurance contract with

#(21) Effective date:

#(23) Transition:

#(25) Transition: Fair value approach (FVA) relating to
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An overview of the amendments and their implications for insurers

were originally identified by the Board as for potential amendments, but were subsequently
following feedback received on the Exposure Draft Amendments to IFRS 17. These are:

#(2) Level of aggregation
#(11) Business combination: contracts acquired during the settlement period
#(19) Interim financial statements: treatment of accounting estimates

© 2020. For information, contact Deloitte China. Deloitte IFRS Insurance webcast - 24 March 2020

10



An overview of the amendments and their implications for insurers

Scope of IFRS 17

Original concerns | Amendments to

raised by IFRS 17
stakeholders

#(1) Loans and other a) Credit cards and

forms of credit that other similar

transfer insurance risk contracts that provide
being within the scope credit or payment

of IFRS 17 arrangements that

meet the definition of
an insurance contract
are of
IFRS 17.
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Deloitte’s views

* Supportive.

« This amendment effectively introduces a
A " concept in which
the
in a scoped out credit card is brought
back within the scope and accounted for
accordingly under IFRS 17.

Implications for insurers

on insurers.

. These types
of contracts are typically issued by
other financial institutions, such as
banks and credit card companies.
They would involve a simple IFRS 17
implementation plus apply IFRS 9 to
the “pure” credit card contracts.

Deloitte IFRS Insurance webcast - 5 March 2020
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An overview of the amendments and their implications for insurers
Scope of IFRS 17

Original concerns | Amendments to Deloitte’s views Implications for insurers
raised by IFRS 17
stakeholders
#(1) Loans and other b) Loans that transfer * Supportive. on insurers.
forms of credit that significant insurance
transfer insurance risk risk are accounted * Thisis a . The . These types
being within the scope for either applying amendment will result in financial of contracts are typically issued by
of IFRS 17 IFRS 17 or IFRS 9 institutions issuing such loan contracts financial institutions other than
Financial but having no other IFRS 17 contracts insurers.
Instruments. The being able to align the accounting
treatment for these loan contracts with
is applied at the accounting treatment for the
the majority of their financial assets and
and is . liabilities currently accounted for under
IFRS 9.
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An overview of the amendments and their implications for insurers

Level of aggregation

Amendments to
IFRS 17

Original concerns

raised by
stakeholders

#(2) Level of
aggregation
requirements are too
prescriptive, do not
reflect the way risks
are managed and
might result in
excessive granularity,
undue costs and
complexity.
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Deloitte’s views

Annual cohort requirement for contracts

with intergenerational sharing of risks
between policyholders (mutualised

contracts)

* Deloitte included in its comment letter a

solution to address this inconsistency
that would require the entity to

However, such proposal was not
accepted by the Board.

Implications for insurers

« Without the exemption for annual

cohort requirement, existing
guidance for mutualised contracts

accounting treatment when an entity
adjusts the CSM for changes in
fulfilment cash flows that relate to
future services.

+ Accounting for CSM without

considering annual cohorts remains
possible in a narrow range of cases
such as the one illustrated by the
Staff in the February 2020 paper.

Deloitte IFRS Insurance webcast - 24 March 2020
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An overview of the amendments and their implications for insurers
Level of aggregation

Original concerns | Amendments to Deloitte’s views Implications for insurers
raised by IFRS 17
stakeholders
#(2) Level of . Determining annual cohort based on * The operational complexities relating
aggregation contract issuance date to applying IFRS 17:22 (as currently
requirements are too worded in IFRS 17) include:
prescriptive, do not + Deloitte highlighted in its comment letter
reflect the way risks that retaining the current wording of § groups that include profitable
are managed and IFRS 17:22 which requires the contracts with forward-starting
might result in identification of annual cohorts on the coverages will
excessive granularity, basis of will result until such time as these
undue costs and in contracts met the recognition
complexity. criteria set out in IFRS 17:25.
than had the Board

decided to amend IFRS 17:22 in a § the

similar and consistent way with the

amendment to IFRS 17:28. for the group for the

subsequent measurement of
the contractual service margin
(CSM) where the entity elects
the calculation of a weighted-
average rate.
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An overview of the amendments and their implications for insurers

Measurement

Original concerns

raised by
stakeholders

#(3) Insurance
acquisition cash flows
(IACF) for renewals
outside the contract
boundary

© 2020. For information, contact Deloitte China.

Amendments to
IFRS 17

Additional guidance on
the accounting for pre-
coverage IACF assets,
including

, and related
disclosures required to
provide users with
useful information on
IACF.

IACF is recognised
across coverage
periods i.e.

* the term “renewa

Deloitte’s views

Supportive, but there are still certain
aspects of IACF accounting that

to provide more precise
guidance and enable consistent
application. In particular:

« the need to take into account the
when assessing IACF
for impairment;

+ when applying premium allocation
approach (PAA), permitting insurers to
expense immediately any IACF relating
to multi-group contracts when incurred

the true economics of
IACF given it also relates to groups of
contracts not yet issued; and

I” remains an

in IFRS 17 and will
result in some in interpreting
the term, especially between life and
general insurance segments.

Implications for insurers

« With this amendment, insurers are
not forced to recognise a group of
insurance contracts as only
because the IACF
even though they are paid on the
basis that the entity expects some
policyholders will renew their
contracts.

Deloitte IFRS Insurance webcast - 24 March 2020
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An overview of the amendments and their implications for insurers

Measurement

Amendments to
IFRS 17

Original concerns
raised by
stakeholders

» Contractual service
margin (CSM) for
insurance contracts
not accounted for
under the variable fee
approach will include

#(7) Contractual
service margin:
coverage units in the
general model

when
identifying coverage
units.

related to
investment activities
enhancing policyholder
benefits will be
as part of
fulfilment cash flows.

© 2020. For information, contact Deloitte China.

Deloitte’s views

* Supportive.

* The amendments will only be able to
address raised by
the insurers as highlighted by their

implementation work for CSM allocation.

* The requirement, being principle-based,
will allow insurers to
for CSM allocation
when applied to

Implications for insurers

+ Expected to
to better align
with the provision of different
services in a contract.

* Might cause to the
implementation processes already
underway, particularly for entities
that are at an of
IFRS 17 implementation, if this
amendment has not been
incorporated in the relevant
activities.

Deloitte IFRS Insurance webcast - 24 March 2020
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An overview of the amendments and their implications for insurers

Measurement

Original concerns | Amendments to

raised by IFRS 17
stakeholders

#(8) Contractual C
service margin:

limited applicability of
risk mitigation option
exception

© 2020. For information, contact Deloitte China.

Prospective application
from

(instead of initial
application date) for risk
mitigation option
applied to direct
participating contracts.

The applicability of the
risk mitigation option is
extended to permit the
use of

and

as hedging
instruments.

Deloitte’s views

+ Thisis a for insurers
that utilise such financial instruments
to mitigate financial risks arising from
direct participating contracts as they
will be able to

that could
arise had the Board not permitted the
extension in the applicability of the risk
mitigation option.

Implications for insurers

Accounting mismatch

Deloitte IFRS Insurance webcast - 24 March 2020
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An overview of the amendments and their implications for insurers

Measurement

Amendments to
IFRS 17

Original concerns

raised by
stakeholders

#(11) Business
combination:
contracts acquired
during settlement
period

* When applying a .
modified retrospective
approach (MRA) or fair
value approach (FVA),
insurers will be
permitted to classify
the settlement of
claims incurred before
acquiring a contract
either through a .
business combination
or through a portfolio
transfer as a

#(24) Transition:
Modified retrospective
approach (MRA) -
further modifications

(LIC).

© 2020. For information, contact Deloitte China.

Deloitte’s views

Deloitte indicated in its comment letter

its

because the amendment will result in

insurance contracts acquired in their

claims settlement phase being
depending on whether such

contracts were acquired before or after

the point of restatement impracticability.

A proposal was made by Deloitte in its
comment letter to the
comparability issue by treating the
release of CSM as a

Implications for insurers

+ Treats liabilities acquired in a manner
with the underlying
acquired subsidiaries for a portion of
acquired LIC's, while other LIC’s will
be treated in the same way.

to revenue and
expenses, thereby reducing the
revenue and expenses reported by
insurers relating to such contracts.

Deloitte IFRS Insurance webcast - 24 March 2020
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An overview of the amendments and their implications for insurers

Measurement

Original concerns | Amendments to

raised by IFRS 17
stakeholders

#(12) Reinsurance c
contracts held: initial
recognition when
underlying insurance
contracts are onerous

© 2020. For information, contact Deloitte China.

Calculation basis for
the reinsurance
recovery in P&L has
been and
made applicable to all
reinsurance contracts
held. The calculation is
based on the
percentage of recovery
from the reinsurance
contracts held.

Deloitte’s views

The amendment has the
reinsurance accounting for cedants.
There are still certain areas, however,
that need to be addressed such as the
that would result
from the use of a locked-in discount rate
to the two portions of CSM in a
reinsurance contracts held caused by the
different nature of the underlying
contracts (existing vs. expected).

Deloitte proposed in its comment letter a
solution that could address such
accounting mismatch - requiring CSM
related to expected future issuances to
be measured

Implications for insurers

+ Expected to consistency.

+ Might disrupt implementations that
are underway, thereby increasing
costs for entities that have started

processes.

Deloitte IFRS Insurance webcast - 24 March 2020
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An overview of the amendments and their implications for insurers

Measurement

Amendments to
IFRS 17

Original concerns Deloitte’s views

raised by
stakeholders

#(13) Reinsurance * The applicability of the -

contracts held (RI) risk mitigation option

ineligible for the is extended to permit VFA to reinsurance contracts held, which

variable fee approach the use of would result in the application of

(VFA) to

as all insurance contracts and
hedging instruments. any accounting mismatch more

effectively when the underlying contracts
are also accounted for under VFA.

Deloitte, in its comment letter, said a
better solution is to extend the scope of

© 2020. For information, contact Deloitte China.

Implications for insurers

+ The amendment is expected to
reduce accounting mismatch to some
extent.

* The ineligibility to apply VFA to
reinsurance contracts held may give
rise to ,
thereby not reflecting the true
economics of an Rl arrangement
being a net risk position.

Deloitte IFRS Insurance webcast - 24 March 2020

20



An overview of the amendments and their implications for insurers
Measurement

Original concerns | Amendments to Deloitte’s views Implications for insurers

raised by IFRS 17

stakeholders

#(15) Presentation in < Presentation in the + Supportive, for reasons indicated in the * Provides to insurers
the statement of statement of financial Basis for Conclusions of the ED. without diminishing the usefulness of
financial position: position of insurance information provided.

Need to allocate cash contracts in an asset

flows to and in a liability

of insurance contracts position at the
for separate

presentation of

groups of contracts in

an asset and in a

liability position.
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An overview of the amendments and their implications for insurers
Interim Financial Statements

Original concerns | Amendments to IFRS 17

raised by
stakeholders

#(19) Interim .
financial statements
(FS): Treatment of
accounting estimates

An at the

is provided as to
whether to change the treatment of accounting
estimates made in previous interim FS.

has been provided for
entities that apply the modified retrospective
approach and the accounting policy choice
above, to determine CSM, loss component and
amounts related to IFIE* at the transition date
as if the entity had not prepared any interim FS
before the transition date.

*IFIE - Insurance finance income or expenses

© 2020. For information, contact Deloitte China.

Deloitte’s
views

* Supportive

Implications for insurers

Expected to implementation
costs, as entities are given the ability
to adopt a choice that will be

from a practical
perspective, especially for entities
within a consolidated group with
different reporting periods.

Deloitte IFRS Insurance webcast - 24 March 2020
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An overview of the amendments and their implications for insurers

Effective date

Amendments to Deloitte’s views

IFRS 17

Original concerns

raised by
stakeholders

#(20) Effective date:
Date of initial
application of IFRS 17

Deloitte indicated support for the one
year deferral of the IFRS 17 effective
date and delayed application of IFRS 9
for qualifying entities. Deloitte noted
that 2022 will likely remain a

deadline for many insurers.

of effective .
date of IFRS 17 to 1
January 2023.

#(22) Effective date: * The expiry date of the
Temporary exemption temporary exemption
from applying IFRS 9 from applying IFRS 9
in IFRS 4 is also
tol
January 2023.

© 2020. For information, contact Deloitte China.

Implications for insurers

* The implications for insurers of the
further deferral of IFRS 17 effective
date can be seen as by
some insurers who are still in the

of their implementation
projects or those that require more
time due to challenges arising from
implementing IFRS 17, such as
systems, data, technical accounting
issues. For insurers who are in the
of implementation
projects, the delay can be seen as
given the need to
existing IFRS 17 resources and
, i.e. existing
systems and IFRS 17-compliant
systems. Similar implications for the
delay in the application of IFRS 9 can
be observed.

Deloitte IFRS Insurance webcast - 24 March 2020
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Next steps

The Staff announced that they expect the publication of final amendments in the second quarter of 2020.

Deloitte will publish a recorded Insurance webcast once the Amendments to IFRS 17 has been published to highlight any

issues arising from the balloting process that will have implications for how the final amendments (as approved by the
Board) are set out in the text of the amended IFRS 17.
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Contact details

Deloitte Global IFRS Insurance Leader

+852 2852 1977 or fhagari@deloitte.co.uk

Keep connected on IFRS Insurance:

Follow my latest @ posts @ francesco-nagari-deloitte-ifrs17

Follow me @Nagarif on o

You
Subscribe to the Insights into IFRS Insurance Channel on

Connect to Deloitte’s IFRS Insurance Group on @ for all the latest IFRS news

Add Deloitte Insights into IFRS Insurance (i2ii) at www.deloitte.com/i2ii
to your internet favourites

© 2020. For information, contact Deloitte China. Deloitte IFRS Insurance webcast - 24 March 2020 25


mailto:fnagari@deloitte.co.uk
http://www.deloitte.com/i2ii

Deloitte

About Deloitte Global

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee ("DTTL"), its network of member
firms, and their related entities. DTTL and each of its member firms are legally separate and independent entities. DTTL (also referred to as
“Deloitte Global”) does not provide services to clients. Please see www.deloitte.com/about to learn more about our global network of member
firms.

Deloitte provides audit & assurance, consulting, financial advisory, risk advisory, tax and related services to public and private clients spanning
multiple industries. Deloitte serves over 80 percent of the Fortune Global 500® companies through a globally connected network of member firms
in more than 150 countries and territories bringing world-class capabilities, insights, and high-quality service to address clients’ most complex
business challenges. To learn more about how Deloitte’s approximately 286,000 professionals make an impact that matters, please connect with us
on Facebook, LinkedIn, or Twitter.

About Deloitte China

The Deloitte brand first came to China in 1917 when a Deloitte office was opened in Shanghai. Now the Deloitte China network of firms, backed by
the global Deloitte network, deliver a full range of audit & assurance, consulting, financial advisory, risk advisory and tax services to local,
multinational and growth enterprise clients in China. We have considerable experience in China and have been a significant contributor to the
development of China's accounting standards, taxation system and local professional accountants. To learn more about how Deloitte makes an
impact that matters in the China marketplace, please connect with our Deloitte China social media platforms via www?2.deloitte.com/cn/en/social-
media.

This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms, or their related
entities (collectively the “Deloitte Network”) is by means of this communication, rendering professional advice or services. Before making any
decision or taking any action that may affect your finances or your business, you should consult a qualified professional adviser. No entity in
the Deloitte Network shall be responsible for any loss whatsoever sustained by any person who relies on this communication.

© 2020. For information, contact Deloitte China.


http://www.deloitte.com/about

