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STANDARD AKTUARSKE PRAXE
(SAP 4)

IFRS 17 Pojistné smlouvy

Schvdleno Valnou hromadou Ceské spolecnosti aktudrd (elektronickym
hlasovanim) dne 31. 12. 2023 s u¢innosti od 1. 1. 2024

CSpA pfejima standardy z nadndrodnich aktuarskych asociaci, jichZ je plnym
Clenem, Evropské aktuarské asociace (Actuarial Association of Europe) a
Mezinarodni aktuarské asociace (International Actuarial Association). SAP 4 je
prevzetim ISAP 4 schvéleného dne 21.11.2019. CSpA vydava tento standard
dvojjazycné. V pripadé sporu ma Ceska verze prednost pred anglickou. Anglicka
verze vtomto dokumentu nasleduje za Ceskou verzi.
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1. Cldnek Obecné

1.1 Ucel

o aktuarské sluzby jsou provadény profesionalné a s nalezitou péci;

» vysledky jsou relevantni vzhledem k jejich potfebam, jsou prezentovany jasné a
srozumitelné a jsou Uplné; a

e pouzité predpoklady a metodika (vCetné, ale ne vylucné, modell a technik modelovani)
jsou naleZité uvedeny.

1.2 Rozsah

poradenstvi potencidlnimu kupujicimu béhem akvizice), by méli pouZit metodiku uvedenou v
tomto standardu SAP v rozsahu relevantnim pro danou ulohu.

1.3 Vztah k SAP 1

ato véetné jakychkoli interpretaci Vyborem pro interpretace mezinarodniho Gcetniho vykaznictvi
(IFRIC) ¢i jeho predchliidcem Stalym interpretacnim vyborem (SIC) vydanych do 16. srpna 2019.

neni opakovana.

1.5 Definované terminy

Tento standard SAP uZiva rdznych termind, jejichZ vyznamy jsou specifikovany ve Slovniku. Tyto

zelenou barvou (napf. pojistna smlouva).

1.6 Krizové odkazy

standardu SAP, je nasledné doplnén, vracen, revokovan ¢i nahrazen IASB, Ci interpretovan IFRIC
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metodika v tomto standardu SAP.

1.7 Datum ucinnosti
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2. Clanek Vhodné postupy

2.1 PoZadavky na odpovidajici znalosti

a. standard |FRS 17, aplikovatelné ¢lanky dalsich relevantnich standard( IFRS (napf. IFRS 13

d. produkty a ¢innosti (cetni jednotky;

e. metodiky a predpoklady uZité Ucetni jednotkou v jiném relevantnim kontextu a
odlvodnéni pro jakékoli rozdily;

f. jakym zplsobem ovliviuje legislativa uplatnéni standardu |FRS 17;

g. relevantni auditni standardy.

2.2 Materialita

vétsi nez prah materiality Gcetni jednotky.

2.2.3. Ve vsech nasledujicich kapitolach tohoto standardu SAP je jakékoli uZiti slov ,,materialni“

standardem SAP.

2.3 Proporcionalita

1Znalost relevantnich okolnosti
2Materialita
3Pfiméreny Gsudek
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2.4 Identifikace, Kombinace, Agregace, Oddéleni, Prvotni uznani, Vynéti a Modifikace

e Identifikace pojistnych smluv;

e Kombinace pojistnych smluv;

e Urleni Grovné agregace pojistnych smluv (s odkazem na 2.6.14);

e OddélenisloZek od pojistné smlouvy pro jejich nasledné zahrnuti podle jiného
standardu;

(pokud a do jaké miry je to povolené);

e Prvotni uznani skupiny smluv a vynéti pojistnych smluv; a

téchto zmén a jejich dopadu.

2.5 Ocenovaci pristup

zmén a jejich dopadu.

2.6 Obecny ocenovaci pristup

2.6.10becny pfistup pro vybér predpoklad -

a. Kombinovani podobnych rizik na zakladé povahy pojistnych zavazkd, aniz by byl
omezovan aktualnimi skupinami pojistnych smluv, které jsou pouZzity pro ucely oceriovani;

b. Zda predpoklady vyvinuty pro jiny kontext, napriklad predpoklady pro stanoveni

c. Vazby, podle potreby, kzajisténi konzistence mezi predpoklady (napr. predpoklady
tykajici se uplatnéni opci by mély byt propojeny s ekonomickymi scénafi);

d. Mozné asymetrické rozdéleni soucasnych predpokladl (napf. predpoklady pro
vyporadani se s extrémnimi udalostmi jako jsou udalosti na chvostu rozdéleni nebo opce
a garance, které jsou vyvolany trznimi podminkami);

“Pfedpoklady a metodika stanovené aktuarem
SPredepsané predpoklady a metodika (jiné nez podle zakona)

NACHUARIA



definovdno v Mezindrodnim G&etnim standardu 8 (IAS 8) Ucetni pravidla, zmény v (icetnich
odhadech a chyby.

dopadu.

2.6.3 Pojistné riziko

a. Vlastnosti pojistné smlouvy vcetné rizik, ktera jsou predmétem pojistént;

b. Charakteristiku pojistnika a zpdsob, kterym byla smlouva prodana;

c. Predchozi zkusenost ohledné nastalych pojistnych udalosti véetné chovani cCasové
prodlevy v hlaseni a vyplatach a relevantnost k o¢ekavané budouci zkusenosti; a

d. Postupy Ucetni jednotky, jako napfiklad procedury Gpisu a spravu pojistnych udalosti.

2.6.40pce pojistnikd

a. Minulé zkusenosti s tim, jak pojistnici opce uplatriovali;

b. Pravdépodobné chovani pojistnikd, s prihlédnutim k faktordim, jako je anti-selekce, efekty

nefinancénich vlivd a relativni vyhody z uplatnéni opci pro pojistnika;

Charakteristiky toho, jak jsou pojistné smlouvy prodavany a nasledné obsluhovany;

d. Vyznamné ocekavané zmény v pojistném, poplatcich, vyplatach nebo pojistnych
podminkach; a

e. Jakékoli kratkodobé vykyvy v mite storen, které jsou nasledkem uplatnéni nékterych opci.

o

’ v

2.6.5Uvazeni Ucetni jednotky

zdroj(, jako jsou:

a. Marketingové a propagacni materialy ucetni jednotky;

b. Minulé postupy Ucetni jednotky;

c. Soucasné politiky Gcetni jednotky;

d. Trinipraxe;a

e. Zakony arozhodnuti pfisludnych Gfadd a instituci
NCHUARIA




2.6.6 DrZené zajistné smlouvy

a. Priodhadu ¢astek vymahatelnych v ramcivice zajistnych ujednani zvazit poradi, ve kterém
se zajistné smlouvy aplikuji;
b. Pfiodhadu nevymahatelnych ¢astek:
i.  Zvazit financni situaci zajistitele, existenci zaruk a rozsah, v jakém mize selhani
jednoho zajistitele ovlivnit ¢astky vymahatelné od jinych zajistiteld; a
ii. Vodhadech budoucich penéznich tokd, které maji byt obdrZeny ze zajistnych smluy,
zohlednit nejistotu zplisobenou potencialnim neplnénim ze strany zajistitel(;
c. Pri odhadu penéznich tok( z plnéni zvazit, do jaké miry kazda zajistna protistrana
vykonava kontrolu nad znovuziskanim, zruSenim nebo sménou ve sviij prospéch; a
d. Zvazit dopad obnovy platnosti zajistnych smluv po pojistnych udalostech.

2.6.7Vystavené zajistné smlouvy

a. Ocekavané chovani s ohledem na dostupné opce pojistnikl, emitenta podkladovych
pojistnych smluv a vSech zprostredkujicich zajistiteld;

b. Postupy upisovani a spravy, véetné upisovani fakultativniho zajisténi, a procesy spravy
pojistnych udalosti ovliviujici vydané zajistné smlouvy;

c. Obnovy platnosti zajistnych smluv po pojistnych udalostech; a

d. Neplnéni ze strany emitenta podkladovych pojistnych smluv a vSech zprostfedkujicich
zajistiteld.

2.6.8 Ménové rozdily

sménnych kurzd.

2.6.9 Diskontni sazby

sazby v Case vyvijet, za pouZiti nejlepsSich dostupnych informaci, véetné trznich cen, které
jsou pozorovatelné;
b. Diskontni sazby pro penézni toky z pojistnych smluv, které zavisi na vynosech ucetni

jak je uplatiiovana v praxi, s prihlédnutim ke komunikaci Ucetni jednotky smérem k
rlznym zUcastnénym stranam a pripadné k ocekavanému chovani pojistnika;

zZvazit:
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i. Pristupy, které jsou robustni a které by mélo byt mozné spolehlivé aplikovat v
pribéhu Casu a za rliznych trznich podminek tak, aby odraZely nelikviditu penéznich
tokd plynoucich z prislusnych zavazki; a

ii.  MoZné metody pro stanoveni téchto Gprav na pozorované trzni sazby. Tyto metody
zahrnujici trzné zalozené techniky, techniky strukturalniho modelu a techniky
oCekavané / neocCekavané Gvérové ztraty.

2.6.10 Smlouvy s penéznimi toky, které se méni podle vynosl podkladovych polozek

a. Vybratdiskontnisazby pouzivané k vypoctu soucasné hodnoty penéznich tokl pro méreni
penéznich tokl z plnéni, které jsou konzistentni s investicnimi vynosy oCekavanymi v
odhadech budoucich penéznich tokd. Vynosy z aktiv by mély byt odhadnuty pomoci
prospektivnich ocekavani, kterd jsou konzistentni se soucasnymi trznimi ocekavanimi
ohledné budoucich ekonomickych podminek; a

b. U penéznichtokd, které jsou navazany na minimalni nebo maximalni Groven, zvazit mozny
souvisejici dopad, pokud néjaky, na odhady budoucich penéznich tokd, rizikové Upravy
tvkajici se nefinancniho rizika a diskontni sazby pouzité v projekci.

2.6.11 Naklady na udrzeni

jednotky, soucasné obchodni plany a dopad budouciinflace; a
c. Podminky jakychkoli ujednani o externim zajisténi sluzeb nebo Cinnosti.

2.6.12 Penézni toky z pofizeni pojistné smlouvy

portfolio pojistnych smluv je provadéna na konzistentnim zaklade.

2.6.13 Rizikova Uprava tykajici se nefinanc¢niho rizika

a. Porozumét nefinancnimu riziku souvisejicimu s danymi pojistnymi smlouvami;
b. Pri posuzovani toho, co Ucetni jednotka poZaduje jako kompenzaci za to, Ze nese
nefinancni riziko:
i.  Zohlednit uzitek diverzifikace, ktery Ucetni jednotka uvaZuje na vhodné Grovni
konsolidace; a
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e.

ii.  Zohlednit zdroje souvisejicich informaci, jako jsou napfriklad politiky ucetni
jednotky na fizeni kapitalu, fizeni rizika a cenotvorbu.
Zvolit metodologii, ktera na zvolené Urovni agregace:

i. Pouziva predpoklady, které jsou konzistentni s predpoklady pouZzitymi pfi ur¢ovani
odpovidajicich odhadd budoucich penézZnich tokd;

ii.  Odrazirozdily v rizicich mezi portfolii pojistnych smluyv; a

iii. Zohlednuje diverzifikaci, kterou Ucetni jednotka uvaZzuje.

. Vhodnym zplsobem zohlednit mechanismy, které prenaseji riziko na pojistnika (napf.

smlouvy s podily na zisku);

Zohlednit, zda rozdil mezi celkovou vysi vypoctené rizikové Upravy tykajici se nefinancniho
rizika bez vlivu zajisténi a celkovou vysi podstoupené rizikové Upravy tykajici se
nefinancniho rizika spravedlivé odrazi kompenzaci, kterou Ucetni jednotka poZaduje za
prevzeti nejistoty pri zohlednéni efektu zajisténi; a

techniky hladiny spolehlivosti, vzit v Gvahu:

i.  Schopnost diverzifikace nefinancniho rizika napfi¢ portfoliem ucetni jednotky; a
ii.  Vlastni nejistotu v prevodu na hladinu spolehlivosti a potfebu popsat tuto nejistotu

Identifikace portfolii pojistnych smluv;
Alokace jednotlivych pojistnych smluv do portfolii pojistnych smluv a rozdéleni kazdého

portfolia pojistnych smluv do skupin pojistnych smluy;
Zachazeni se ztratovou slozkou u nevyhodnych smluy;

. Stanoveni jednotek pojistného kryti pfi poskytovani pojistné sluzby (tedy pojistného kryti,

sluzeb zabezpecujici investi¢ni vynos a s investici souvisejicich sluzeb); a
Stanoveni zmény CSM.

jejich dopadu.

2.7 Metoda alokace pojistného (PAA)

2.7.1. P¥ipocatecnim vykazani, pokud je doba pojistného kryti delSi nez jeden rok, zvazit:
a. Rozdily mezi ocekavanymi vzory vynosl z pojistnych smluv podle obecného
ocenovaciho pfistupu a podle PAA;
NCHUARIAN
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ucinily zjednoduseni neplatnym pfi posuzovani, zda lze ocekavat materialni rozdily
mezi GCetni hodnotou zavazku ze zbyvajiciho pojistného kryti podle PAA a podle

2.7.2. Posoudit, zda pojistné smlouvy ve skupiné obsahuji vyznamnou slozku financovani,

2.7.3. Bytsivédom, zda se Ucetni jednotka rozhodla v souladu se standardem |FRS 17

vykazovat penézni toky z porizeni pojistnych smluv jako naklady v okamziku, kdy tyto
naklady vynaloZi, a stanovit zavazek v souladu s touto volbou tcetni jednotky;

2.7.4. Bytsivédom, zda se Ucetni jednotka rozhodla zachytit ¢asovou hodnotu penéz a efekt
finan¢niho rizika, pokud to neni poZadovano, a stanovit zavazek v souladu s touto volbou
ucetni jednotky; a

2.7.5. Zvazit, zda skutecnosti a okolnosti naznacuiji, Ze skupina pojistnych smluv je, nebo se

2.9 Prezentace a zverejnéni Ucetni zavérky

’ s

2.9.1. Tam, kde jsou informace poskytnuté aktuarem pouZity v prezentaci a zverejnéni Gcetni
zavérky:

a. Aktudr by mél poskytovat souvisejici informace potfebné k dosaZeni souladu s

2.9.2. Pokud poskytuje radu ohledné zverejriovani idajt o sesouhlaseni, kde poradi vypocti

faktory, jako jsou:

NACHUARIA
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prvotnich predpokladid a naslednych zmén, které by Ucetni jednotka prijala béhem celé
doby trvani pojistnych smluy;

d. Metodu, kterd by byla pouZzita k Upravé historickych znamych Grokovych sazeb pro
dosaZeni sazeb, které odrazeji vlastnosti pojistnych smluyv; a

e. ObtiZnost, bez zohlednéni naslednych udalosti, ohodnoceni historické rizikové Gpravy
tykajici se nefinancniho rizika a vyuziti uvazeni ucetni jednotky.

NACHUARIA
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3.Clanek Komunikace

3.1 Zverejnovani informaci

3.1.1. Informace o zméné predpokladd nebo metodg, at uz vyplyva z konzistentniho nebo
zménéného procesu;

3.1.2. Zmény v procesech, spolu s odfvodnénim a dopadem zmén, tykajicich se:

a. lIdentifikace, kombinace, agregace, oddéleni, prvotni uznani, vynéti a modifikace

(2.4.);

Vybér ocenovaciho pfistupu (2.5.);

Proces aktualizace predpokladd (2.6.2.);

Agregace a CSM (2.6.14.); a

Poradi vypoCtd pro sesouhlaseni pro Gcely prezentace a zverejnéni Gcetni zavérky

(2.9.2.); a

3.1.3. Kdyzrizikova Uprava tykajici se nefinancniho rizika nebyla stanovena s pouZitim techniky
hladiny spolehlivosti, vlastni nejistotu v pfevodu na hladinu spolehlivosti (2.6.2.f.).

©ao o
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Slovnik definovanych pojmi

Vymezené pojmy jsou uvedeny v SAP4 modrym pismem s modrym podtrZenim (napf.

Anti-selekce - Tendence uplatiiovat volby nebo opce v neprospéch druhé strany, pokud je
vyhodné pro nékoho toto uplatnit, at uz na zacatku nebo v pribéhu casu.

€SpA - Ceska spole¢nost aktuarl (Czech Society of Actuaries).
Data - VSechny druhy kvantitativnich a kvalitativnich informaci.

Datum ocenéni - Datum, ke kterému je prezentovana hodnota aktiva ¢i zavazku, bez ohledu na

IFRS (Mezinarodni standardy uéetniho vykaznictvi) - Jak je definovdno Radou pro
Mezinarodni Ucetni standardy (IASB) v odstavci 7 Mezinarodniho Ucetniho standardu IAS 1
Prezentace Ucetni zavérky, ktery byl doplnén v ¢ervnu 2011: ,Mezinarodni standardy ucetniho

(IASB). Zahrnuiji:

a. Mezinarodni standardy Gcetniho vykaznictvi (IFRS);
Mezinarodni Ucetni standardy (IAS) a

c. Interpretace vytvorené Vyborem pro interpretace mezinarodniho Gcetniho vykaznictvi
(IFRIC) a nebo

d. Stalym interpretacnim vyborem (SIC)

IFRS 17 - Mezinarodni standard Ucetniho vykaznictvi IFRS 17 Pojistné smlouvy véetné jakychkoli
interpretaci Vyboru pro interpretace mezinarodniho Gcetniho vykaznictvi k nému vydanych do
16. srpna 2019.

Legislativa - Aplikovatelné zakony, ustanoveni, predpisy nebo jakékoli dalsi zavazné normy
(napr. UCetni standardy a dalsi Uredné zavazné regulacni metodiky).

ktera popisuje jevy, které by mély byt znazornény, vstupy a vztahy mezi nimi. Tvorfi se pomoci
implementace sady matematickych formuli nebo algoritm( za G¢elem vyprodukovani vysledk
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Obecny ocefiovaci pFistup - Zaklad pro ocefiovani pojistnych smluv stanoveny ve standardu

ktery je povolen pro ocenéni pojistnych smluv s prvky primé (icasti, jak je stanoveno ve
standardu |[FRS 17.

Uéetni politiky - Jak definovdno Radou pro Mezinarodni Géetni standardy (IASB) v odstavci 5
standardu Mezindrodniho Gc¢etniho standardu IAS 8 Ucetni politiky, zmény v icetnich odhadech a

Ucetni jednotkou pro pfipravu a prezentaci ucetni zavérky.“

Uvazeni - svobodné rozhodnuti o tom, co by se mélo v dané situaci udélat

zaznamenané podobé, véetné, aviak ne vyhradné, papirové formy, textovych dokumentd,
soubort tabulkového procesoru, e-maill, webovych stranek, prezentaci ¢i audio nebo video
zaznamd.
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document. If there is a conflict, the Czech version takes precedence over the
English version.
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Section 1. General

1.1 Purpose

e Actuarial services are carried out professionally and with due care;

e Theresults are relevant to their needs, are presented clearly and understandably, and
arecomplete; and

are disclosed appropriately.

1.2 Scope

such as an auditor or a regulator, or advising a potential buyer regardingan acquisition) should
apply the guidance in this ISAP to the extent relevant to the assignment.

1.3 Relationship to ISAP 1

from the International Financial Reporting Interpretations Committee (IFRIC) or its predecessor,
the Standing Interpretations Committee,as issued through 16 August 2019. The guidance in this

1.5 Defined Terms

This ISAP uses various terms whose specific meanings are defined in the Glossary. These terms
are highlighted in the text with a dashed underscore and in blue, whichis a hyperlink to the

contract).

1.6 Cross References

the extent to which guidance in this ISAP is still applicable and appropriate.
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1.7 Effective Date
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Section 2. Appropriate Practices
2.1 Relevant Knowledge Requirements

a. IFRS.17, applicable sections of other relevant IFRSs (e.g., IFRS 13 when measuring Fair

preparation of IFRS financial statements;

b. The business environment in which the entity operates, including the financial market(s)
from which it obtains data;

d. Theentity’s products and operations;

e. The methodologies and assumptions used by the entity in other relevant contexts andthe
rationale for any differences;

f. How law affects the application of IFRS.17; and

g. Therelevant auditing standards.

2.2 Materiality

®Knowledge of Relevant Circumstances
"Materiality
8Reasonable Judgment
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2.4 Identification, Combination, Aggregation, Separation, Recognition, Derecognition
and Modification

Identification of insurance contracts;

Combination of insurance contracts;

Determination of the level of aggregation (refer to 2.6.14.);

Separation of components from an insurance contract for treatment under a different

standard;

e. Separation of components of an insurance contract for different treatment under IFRS17
(if and to the extent permitted);

f. Recognition of groups of contracts and derecognition of insurance contracts; and

oan oo

for and impact of the changes.

2.5 Measurement Approach

for and impact of the changes.

2.6 The General Measurement Approach

2.6.1 General Approach for Selection of Assumptions

a. Combiningsimilar risks based on the nature of the insurance obligation, without beingconstrained
by the actual grouping of insurance contracts that is used for measurement purposes;
b. Whether assumptions developed in other contexts, for example pricingassumptions, may

c. Links as necessary to ensure consistency between assumptions (e.g., assumptions related
to option exercise patterns should be linked to theeconomic scenarios);

d. The potential asymmetrical distribution of the current estimates (e.g., assumptions to deal
with extreme events like tail events or options andguarantees that are triggered by market
conditions);

e. The credibility of data when combining information from various sources ortime periods;
and

® Assumptions and Methodology Set by Actuary
1 Assumptions and Methodology Prescribed (other than by Law)
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f. Long-term trends and seasonal variations, and other changes in the environment (e.g.,
applicable law, economic, demographic, technological andsocial).

2.6.2 Process for Updating Assumptions

accounting estimate asdefined in International Accounting Standard 8 (IAS 8) Accounting Policies,
Changes in Accounting Estimates and Errors.

and impact of the changes.

2.6.3 Insurance Risk

should consider factors including the following:

a. Characteristics of the insurance contract including the risks being insured;

b. Characteristics of the policyholder and the way the contract was sold;

c. Past experience of incurred claims including patterns of delays in reporting and payment
and the relevance to expected future experience; and

d. Practices of the entity, such as underwriting procedures and claimsmanagement.

2.6.4 Policyholder Options

a. Past experience of how policyholders have exercised options;

b. Likely behaviour of policyholders, taking into account factors such as anti-selection, the
effects of non-financial considerations, and the relative advantages to the policyholder of
exercising any options;

c. Characteristics of how the insurance contracts are sold and serviced;

d. Significant scheduled changesin premiums, charges, benefits or terms andconditions; and

e. Anyshort-term spikes in cancellation rates created by the exercise of certainoptions.

2.6.5 Entity Discretion

sources such as:

The entity's marketing and promotional materials;
The entity’s past practices;

The entity’s current policy;

Market practices; and

Laws and rulings of relevant authorities.

® o0 o
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2.6.6

a.

d.

2.6.7

a.

C.
d.

2.6.8

rates.

2.6.9

NACHUARIA

Reinsurance Contracts Held

When estimating amounts recoverable under multiple reinsurance arrangements,
consider the order in which the reinsurance contracts apply;
When estimating non-recoverable amounts:
I Consider the financial condition of the reinsurer, the existence of

collateral and the extent to which default by one reinsurer may affect the

amounts recoverable from other reinsurers; and
ii.  Inthe estimates of future cash flows to be received from reinsurance

contracts, allow for the uncertainty caused by the potential of non-

performance by reinsurers;
When estimating fulfilment cash flows, consider the extent to which each reinsurance
counterparty exercises its control over recapture, cancellation orcommutation to its
advantage; and
Consider the impact of reinstatement of reinsurance contracts following claims.

Reinsurance Contracts Issued

The expected behaviour with respect to the available options of the policyholders, the
issuer of the underlying insurance contracts and allintermediate reinsurers;

The underwriting and management practices, including the underwriting forfacultative
placements, and the claim management processes impacting the reinsurance contracts
issued;

Reinstatement of reinsurance contracts following claims; and

Default by the issuer of the underlying insurance contracts and all intermediatereinsurers.

Currency Exchange

Discount Rates

time using the best information available in the circumstances, including such market
prices as are observable;
Discount rates for cash flows of insurance contracts, that vary with the returnsof the
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applied in practice, taking into account the entity’s communications to various
stakeholders and, where applicable, anticipated policyholder behaviour;
should consider:
I. Approaches that are robust and that should be able to be applied
reliablyover time and under a variety of market conditions, to reflect the
illiquidity of the cashflows underlying the relevant liabilities; and
ii.  The possible methods for calculating such adjustments to observed
market rates. Methods include market-based techniques, structural
modeltechniques and expected / unexpected credit loss techniques.

2.6.10 Contracts with Cash Flows that Vary with Returns on Underlying Items

d. Selectdiscount rates used to calculate the present value of the cash flows to measure the
fulfilment cash flows that are consistent with the investment returns anticipated in the
estimates of the future cash flows. Returns on assets should be estimated using
prospective expectations consistent with current market expectations of future economic
conditions; and

e. For cash flows which are subject to a floor or a cap, consider the associatedimpact, if any,
on the estimates of future cash flows, the risk adjustment fornon-financial risk and the
discount rates in the projection.

2.6.11 Maintenance Expenses

a. Theentity’s cost-accounting and expense allocation policies;

b. Expenses expected to arise from fulfilling insurance obligations existing on the
experience and current business plans, and the impact of future inflation; and

c. Terms of any outsourcing arrangements.

2.6.12 Insurance Acquisition Cash Flows

portfolio of insurance contractsis made on a consistent basis.

2.6.13 Risk Adjustment for Non-Financial Risk

should:

a. Understand the non-financial risk inherent in the insurance contracts;
b. In assessing what the entity requires as compensation for bearing the non-financial risk:
i. Reflect the diversification benefit that the entity recognizes at the
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relevant level of consolidation; and
ii.  Consider sources of relevant information, such as the entity’s capital
management, risk management and pricing policies.

c. Select a methodology that, at the chosen level of aggregation:

i. Uses assumptions that are consistent with those used in the
determinationof the corresponding estimates of future cash flows;

ii.  Reflects therisk differences between the portfolios of insurance
contracts; and

iii.  Allows for the diversification that the entity recognizes.

d. Make appropriate allowance for mechanisms that result in risk being passed to the
policyholder (e.g., contracts with participation or adjustment features);

e. Consider whether the difference between the total of the calculated gross risk adjustment
for non-financial risk and the total of the ceded risk adjustment fornon-financial risk fairly
reflects the compensation that the entity requires for bearing the uncertainty of its net
exposure; and

adjustment for non-financial risk has not been determined using a confidence level
approach, consider:
i. The ability to diversify non-financial risk over the entity’s consolidated
business; and
ii.  Theinherent uncertainty in the translation to a confidence level and

o

Identification of portfolios of insurance contracts;
b. Allocation of individual insurance contracts into portfolios of insurance contracts, and

division of each portfolio of insurance contracts into groups ofinsurance contracts;
c. Treatment of the loss component on onerous contracts;
d. Determination of the coverage units; and
e. Rollforward of the CSM as being subject to ISAP_1 paragraph 2.7.5 or 2.8.5.

for and impact of the changes.

2.7 The Premium Allocation Approach (PAA)

2.7.1 Atinitial recognition if the coverage period is longer than one year, consider:

the time value of money; and

NACHUARIA
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https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/General_Measurement_Approach.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/General_Measurement_Approach.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/General_Measurement_Approach.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/General_Measurement_Approach.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/General_Measurement_Approach.html

render the simplification invalid when assessing whether material differences between the
respective carrying amounts of the liabilities for remaining coverage under the PAA and

2.7.2 Assess whether insurance contracts in the group have a significant financing component,

2.7.3 Be aware of whether the entity has chosen in accordance with |JFRS 17 to recognize

insurance acquisition cash flows as expenses when it incurs those costs and determine
the liability in accordance with the entity’s choice;

2.7.4 Beaware of whether the entity has chosen to reflect the time value of money and the
effect of financial risk, when not required to do so, and determine the liability in
accordance with the entity’s choice; and

2.7.5 Consider whether facts and circumstances indicate that the group of insurance contracts

2.9.2 Inproviding advice on the disclosures of reconciliations where the order of calculations

a. The availability and integrity of the past data that are required to determine thefulfilment
cash flows;
b. The availability and integrity of information on past products;
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https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/General_Measurement_Approach.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/General_Measurement_Approach.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Principal.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Principal.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Variable_Fee_Approach.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Variable_Fee_Approach.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Variable_Fee_Approach.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Accounting_Policies.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Principal.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Report.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Principal.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/data.html

c. The availability, without the benefit of hindsight, of sufficient data to determine the initial
assumptions and subsequent changes that the entity would have adoptedover the lifetime
of the insurance contracts;

d. The method that would have been used to adjust past known interest rates to achieve the
rates that reflect the characteristics of the insurance contracts; and

e. The difficulty, without the benefit of hindsight, in evaluating the past riskadjustment for
non-financial risk and the entity’s use of discretion.
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Section 3. Communication

3.1 Disclosures

In addition to complying with [SAP__1 Section 3. Communication, the actuary

3.1.1 Information regarding a change in assumptions or method, whether arising from a
consistent or changed process;

3.1.2 Changesin processes, together with the rationale for and impact of the changes,related
to:

a. The identification, combination, aggregation, separation, recognition,derecognition
and modification (2.4.);

The selection of the measurement approach (2.5.);

The process for updating assumptions (2.6.2.);

Aggregation and CSM (2.6.14.); and

The order of calculation on reconciliations provided for financial statement
presentation and disclosure (2.9.2.); and

® o0 o

3.1.3 When therisk adjustment for non-financial risk has not been determined using a
confidence level approach, the uncertainty inherent in the translation to a confidence
level (2.6.13.f.).
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Glossary of Defined Terms

Accounting Policies - As defined by the International Accounting Standards Board (IASB) in
paragraph 5 of IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors, “the

Anti-selection - The tendency to exercise choices or options to the detriment of another party
when it is to one’s advantage to do so whether at outset or over time.

CSpA - Czech Society of Actuaries

Data - Facts often collected from records, experience, or observations. Data are usually
quantitative but may be qualitative. Examples of data include membership or policyholder
details, claims details, asset and investment details, operating expenses, benefit definitions, and
policy terms and conditions. Assumptions are not data, but data are commonly used in the
development of actuarial assumptions.

Discretion - a free decision about what should be done in a given situation.

IAA - The International Actuarial Association

IFRS 17 - International Financial Reporting Standard 17 Insurance Contracts, including any
interpretations from the International Financial Reporting Interpretations Committee thereon,
as issued through 16 August 2019.

services.

International Financial Reporting Standards (IFRSs) - As defined by
the IASB in paragraph 7 of IAS 1 Presentation of Financial Statements, as amended
in June 2011, by Presentation of Items of Other Comprehensive Income (Amendments
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to IAS 1): “Standards and Interpretations issued by the International Accounting
Standards Board (IASB). They comprise:

a. International Financial Reporting Standards;
International Accounting Standards;
[International  Financial Reporting Interpretations Committee] IFRIC
Interpretations; and

d. [the former Standing Interpretations Committee] SIC Interpretations.”

Law - Applicable acts, statutes, regulations or any other binding authority (such as
accounting standards and any regulatory guidance that is effectively binding).

Measurement Date - The date as of which the value of an asset or liability is presented, whether
or not the actual calculations have been made as of a different date and rolled forward or back
to the measurement date.

Model - A simplified representation of relationships among organizations or events using
statistical, financial, economic, or mathematical concepts. A model has a specification and uses

information on that system.

Modification - in this Standard is understood as a modification of an insurance contract as
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website(s), slide presentations, and audio or video recordings.
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