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Nedavny vyvoj v oblasti IFRS 17




Vystup z IASB zasedani listopad.2019 (1/2)

Rozhodnuti diskutovat oblasti:

the proposed scope exclusion for credit cards;

the proposed amendment for expected recovery of insurance
acquisition cash flows;

the proposed amendment for contractual service margin attributable
to investment services—coverage units for insurance contracts without
direct participation features, disclosures and terminology;

the proposed amendment for reinsurance contracts held—recovery
of losses;

the applicability of the risk mitigation option—non-derivative financial
instruments at fair value through profit or loss;

the proposed effective date of IFRS 17;

the proposed extension of the IFRS 9 Financial Instruments
temporary exemption in IFRS 4 Insurance Contracts;



Vystup z IASB zasedani listopad.2019 (2/2)

Rozhodnuti diskutovat oblasti:

—  transition—the prohibition from applying the risk mitigation option
retrospectively;

—  proposed minor amendments;

— the level of aggregation—annual cohorts for some specific insurance
contracts;

—  business combinations—contracts acquired in their settlement period;
— interim financial statements; and
— additional specific transition modifications and reliefs.



Vystup z EFRAG zasedani listopad.2019

Rozhodnuti diskutovat oblasti:

— Consistent with the recommendation included in the final comment
letter issued on 24 September 2019, the plan will assume that the
effective date will be 1 January 2023. In order to allow entities to
be able to voluntarily early apply in January 2022, the endorsement
process will have to be completed by the end of 2021,



Pozorovani a zavéry diskuse PS k:

Selected non-life related issues



S23 (TRG) Premium received

* Question: Do the words “premiums received” when applying the PAA according to
paragraph 55(a)(i) and 55(b)(i) of IFRS 17 mean premiums received, premiums due, or
premiums expected.

*  “Premiums, if any, received” means premiums actually received at the reporting date. It
does not include premiums due or premiums expected .

* This might lead to significant change of systems

* Incase premium is not received by the due date, we need to create an insurance asset on
the balance sheet with zero insurance liability

* Example: Annual premium 1200 with due date 1.1. It was paid on 1.7.

IFRS 17 1.1.2021 30.06.2022 31.12.2022 IFRS 4 1.1.2021 30.06.2022 31.12.2022
Liability for remaining Liability for remaining
coverage coverage

Opening balance Opening balance 0
Premium received UPR 1200 600
Insurance revenue Receivables -1200 -1200
Closing balance Closing balance 0 -600




Farning of the premium when partially paid

* Question: How to ,earn“ the premium if the premium written will be paid just partially?

*  When applying PAA, insurance revenue for the period is the amount of expected
premium receipts allocated to the period, i.e. it does not matter on the real premium
income -> might lead to insurance asset

* The entity shall allocate the expected premium receipts to each period of coverage:

— onthe basis of the passage of time; but

— ifthe expected pattern of release of risk during the coverage period differs

significantly from the passage of time, then on the basis of the expected timing of
incurred insurance service expenses



Onerous contract test under PAA

* Question: Does the onerous contract test have to be done at inception date or only at
subsequent measurement? How to practically distinguish ,,no significant possibility of
becoming onerous® and other remaining contracts for PAA?

* If PAAis used, the entity shall assume no contracts in the portfolio are onerous at
initial recognition, unless facts and circumstances indicate otherwise

* An entity shall assess whether contracts that are not onerous at initial recognition have
no significant possibility of becoming onerous subsequently by assessing the likelihood
of changes in applicable facts and circumstances

« If at any time during the coverage period, facts and circumstances indicate that a
group of insurance contracts is onerous, an entity shall calculate the difference
between:

— the carrying amount of the liability for remaining coverage determined applying
paragraph 55; and

— the fulfilment cash flows that relate to remaining coverage of the group, applying
[GMA]...

* To the extent that the fulfilment cash flows described in paragraph 57(b) exceed the
carrying amount described in paragraph 57(a), the entity shall recognise a loss in profit
or loss and increase the liability for remaining coverage
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Pozorovani a zavéry diskuse PS k:

Reinsurance held related concerns



Reinsurance held related concerns
(APO2E IASB December 2018 meeting)

» Stakeholders expressed 3 concerns

Concern

Operationally complex and uncertain to
measure future underlying contracts resulting
in that measurement being uncertain and
unreliable

Accounting mismatch because Rl contract
asset will be ‘grossed up’ with the cash flows
for future underlying contracts that have not

yet been issued

Recognition of CSM for Rl contract
inconsistently with underlying insurance
contracts

IASB answer

Cash flows of uncertain timing and amounts
are included in the measurement of all
insurance contracts. This is not unique to Rl
contracts held

All out- and in-flows (incl. RA and CSM) for
future underlying contracts sum to nil until
theirs issuance or entity pays or receives
amount to the Rl

CSM recognized in a reporting period is
determined by services received in the current
period and expected to be received in future
periods under Rl contract held —i.e.
consistently with the requirements for
insurance contracts issued.
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Priklad - predpoklady pro pojistné smlouvy

Assumptions

IFRS 17 general model (not PAA)
Risk adjustment for non-financial risk is nil
Discount rate 0%

Services are provided by the insurer evenly over the contract
term for each contract

All events occur as expected at initial recognition

Facts
A group of insurance contracts issued

3 contract:
Homogenous 1 year contract term

Contract B?




Priklad - cash-flow a rozvaha pro pojistné smlouvy

Cash flows

Year 1 Year 2
1Jan 30 June 31 Dec 30 June 31 Dec

Total

900
(600)

Net cash inflow 300

Statement of financial position

Year 1 Year 2

1Jan' 30 June? 31 Dec? 30 June* 31 Dec®

Insurance contract asset/

(liability) (300) (450) (450) (150)




Priklad - vykaz zisku a ztrat pro pojistné smlouvy

Statement of profit or loss

Year 1 Year 2
1Jan-30Jun| 1Jul-31Dec 1Jan-30Jun| 1Jul-31Dec

1 O
| |

Insurance service expenses (100) (200)

Insurance service result 50 100




Priklad - predpoklady a rozvaha pro zajistnou smlouvu

Facts
Proportionate reinsurance contract held
portionate reinsuranc age for
, Contract B and Contract C

Fulfiment cash flows

Contractual service margin

Reinsurance contract asset/
(liability)




Priklad - rozvaha a vykaz zisku s ztrat celkové (netto)

Statement of financial position:
the whole picture

Year 1 Year 2
1Jan 30 June 31 Dec 30 June 31 Dec

Fulfiment cash flows 200) (300) (300) (100)

Contractual service margin (150) (150) (50)

Insurance contract asset/
(liability) (390) (150)

Fulfilment cash flows 0 Ul ) 1
Contractual service margin

Reinsurance contract asset/
(liability)

Statement of profit or loss
the whole picture

Year 1 Year 2

1Jan-30Jun 1Jul-31Dec | 1Jan-30Jun| 1Jul-31Dec

Insurance service result




Priklad - jiné predpoklady a rozvaha pro pojistné smlouvy

Cash flows

Same fact pattern, expect that all reinsurance contract cash flows are settled net at
the end of the coverage period

Premiums
Claims

Net cash outflow

Statement of financial position

Fulfilment cash flows’ (300)
Contractual service margin?

Reinsurance contract asset/
(liability) *




Priklad - rozvaha pro zajistnou smlouvu a netto vykaz zisku a ztrat

Statement of profit or loss

Reinsurance premiums:
Expected claims recovered (200) (200)
Contractual service margin (100) (100)
Amounts recovered from reinsurance 200 200

Net reinsurance contract expenses (100) (100)

Statement of profit or loss
the whole picture

Year 1 Year 2
1Jan -30Jun| 1Jul-31Dec | 1Jan-30Jun| 1Jul-31Dec

Insurance revenue 150 300 300 150
Insurance service expenses (100) (200) (200) (100)
Net expense from reinsurance contracts (50) (100)

Insurance service result - -




Priklad — shrnuti IASB

In practice

* |n practice it is likely that there will be differences between the cash
flows arising from:
a) the rights and obligations of the underlying insurance contracts; and

b) the rights and obligations of the reinsurance contract held.

* These differences may exist, for example, because:

a) the timing of cash flows can vary, which can also impact insurance
finance income or expenses; or

b) the reinsurer prices the reinsurance contract differently to the pricing of
the underlying contracts.




Zavery PS

— Asi zatim nemame extra nazor, souhlasime s tim, ze za dokonalych podminek v
prikladu to krasné zapada a nezplsobuje to materidlni dopad do P&L, nicméné
mame v planu dale zkoumat rdzné varianty na realnéjsich prikladech

— Podstoupena c¢ast risk adjustmentu do zajisténi - pfi proporcnim zajisténi
rozumime, Ze mUze byt jiny podil ,,RA ceded/RA gross” nezZ je samotna kvota diky:
* zahrnuti pravdepobonosti selhani zajistitele
» Casovani cash-flow gross vs ceded
* Mozné jiné urovneé diverzifikace gross vs ceded

* zfejmé i samotny vypocet, kdy RA ceded obsahuje i riziko z jeSté neupsanych
podkladovych smluv

— Z pohledu zajistné smlouvy je potfeba zohlednit veskery potencialni novy
obchod, teoreticky na mnoho let dopredu (silna zavislost na planech spolec¢nosti)
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Pozorovani a zavéry diskuse PS k:

Kryti ztrat zajiSténim pfi initial recognition



APO2B IASB January 2019 meeting

— 1ASB staff recommends to amend IFRS 17 to (related to Rl contract held):
* expand the scope of the exception to require to recognize gain in profit or loss when the entity
recognizes losses on onerous underlying insurance contracts

— To the reinsurance contract held that covers the losses of each contract on proportionate
basis
* require to apply the expanded exception when the entity measures contracts applying the

premium allocation approach (PAA) — underlying insurance contract and/or reinsurance contract
held as there can arise accounting mismatch

— |ASB board agreed and emphasized that term “proportionate” needs to be clearly

d efl N e d Does the exception apply when: IFRS 17 IFRS 17 with
amendment

an underlying onerous group of
insurance contracts is initially

recognised?

further onerous insurance contracts are | in some

issued and join the onerous group? circumstaneces

an underlying group of insurance
contracts become onerous after initial
recognition because of adverse changes

in estimates of future cash flows?




APO2B IASB January 2019 meeting
Example when...

— ...Rl contract held is in a net gain position
Entity issues onerous insurance contracts with a coverage period of two
years and measures the loss component at initial recognition as 200.

— At the same time, the entity enters into a reinsurance contract that
provides 50% proportionate coverage for those onerous contracts.

IFRS 17 with
amendment

Insurance contracts 1ssued

Reinsurance contracts held

Insurance service result (150) 50 (100)




APO2B IASB January 2019 meeting
Example when...

— ...Rl contract held is in a net cost position and provides coverage for an
underlying onerous group of insurance contracts and an underlying
profitable group of insurance contracts

— Entity issues onerous insurance contracts with a coverage period of two
years (two groups: onerous and profitable). Loss comp 100 and CSM 200.
At the same time, the entity enters into a reinsurance contract that
provides 50% proportionate coverage for both groups of contracts.

IFRS 17 with
amendment

Profitable group 100

Onerous group (100)

Insurance contracts issued

Reinsurance contracts held

Insurance service result




Zavery PS

— Plati jen pro “proportionate” zajisténi, které jako jediné kryje tuto skupinu
podkladovych smluv

— Kompenzaci Ize provést i v pfipadé, kdy zajistna smlouva samotna neni z pohledu
pojistovny ziskova (net cost pozice)

— Neplést s “proportional” zajisténim tak, jak ho zname. Velmi pravdépodobné
budou dovoleny pouze smlouvy s jednoduchou kvdétou (surplus, capped QS
nebude povolen) - IFRS17 bude zahrnovat definici “proportionate” zajisténi.

— Uprava bude obsahovat rozsifeni i pro smlouvy pod PAA

— Nelze pravdépodobné aplikovat na pripady, kdy upiSeme smlouvu drive, nez
vstoupime do zajiSténi (tedy u smluv s odlozenym pocatkem muze dochazet stale
k situaci, kdy ztratu musim vykazat ihned pfri ,podpisu®, kdezto zisk ze zajisténi
budu rozpoustét po dobu coverage period dané zajistné smlouvy)
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Pozorovani a zavéry diskuse PS k:

Coverage unit of hybrid products



Coverage units
Definice pod IFRS 17 (1/2)

|ASB

»... the quantity of coverage provided by the contracts in the group, determine
by considering for each contract the quantity of the benefits provided under a
contract and its expected coverage duration” (par. B 119 (a))

TRG AP - Determining quantity of benefits for identifying coverage units
» The determination of coverage units of a group should:

(a) reflect the likelihood of an insured events occurring to the extent they affect
the expected duration of contracts in the group...

(b) in principle reflect variability across periods in the level of cover provided by
the contracts in the group, with the level of cover being the contractual
maximum level of cover in each period, not the level of cover reflecting expected
events...

(c) not reflect the likelihood of an insured events occurring to the extent they
affect the amount expected to be claimed in a period...“ (par. 17)



Coverage units
Definice pod IFRS 17 (2/2)

Metody méreni ,poskytnuté sluzby“ pfi stanoveni coverage units
« Soucet maximalnich smluvnich kryti béhem kazdé periody

« OcCekavana castka, kterou klient miize poZadovat v pripadé nastani
pojistné udalosti v kaZdé periodé (v pripadé Ze vSechny smlouvy kryji
stejné riziko)

Nepovolené baze stanoveni coverage units

» Struktura oCekavanych penéznich toku

« Zména v hodnoté rizikové prirazky zplisobenad rozpusténim rizika
* Pocty pojistnych smluv



Coverage units
Hybridni produkty - Vyzva

Kombinace rizik pod IFRS 17
* Problém s nastavenim coverage units pro hybridni produkty

« Standard nepokryva méreni ,poskytnuté sluzby“ u smluv kryjicich
heterogenni rizika

« Maximalni mozné plnéni z rizika nemusi odpovidat jeho vyznamu pro
klienta

Priklad - kombinace trvalych nasledk( Grazu s progresi a rizika dmrti

« Trvalé nasledky s progresi s vysokou potencialni vyplatou, ale nizkou
duleZitosti pro klienta

« Standardniriziko umrti s omezenou maximalni vyplatou, ale vy$sim
ekonomickym vyznamem

« Coverage units podle souctu maximalniho mozného plnéni vyrazné
dominovany trvalymi nasledky



Coverage units
Priklad — porovnani rizik

Riziko

Trvalé nasledky s 8x
progresi od 25%
poskozeni

Trvalé nasledky s 8x

progresi

Smrt

Pracovni neschopnost

Mésicni
pojistné

Pojistna castka

2 000 000 K¢

550 000 K¢

600 000 Kc*

200 K¢ (den)

Maximalni
plnéni

16 000 000 K¢

4 400 000 K¢

600 000 Kc*

73 000 K¢
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Coverage units
Priklad — smlouva

Riziko

Trvalé nasledky s 8x
progresi od 25%
poskozeni na 30 let

Smrt s kleasjici poj.
castkou na 30 let

Pracovni neschopnost
na 20 let

Mésicni
pojistné

Pojistna castka

2 000 000 K¢

3 000 000 K¢

1 000 K¢ (den)

Maximalni
plnéni

16 000 000 K¢

3 000 000 Kc*

365 000 K¢
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Coverage units
Priklad - smlouva

Maximalni plnéni v jednotlivych letech pojisténi (soucet za rizika)

M Denni odskodné m Kles. Smrt = Trvalé nasledky Urazu

NCHUARIN
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Coverage units
Hybridni produkty — Navrh reseni (1/3)

Navrhovany pfistup pracovni skupiny

« Definovani coverage units jako vazeny soucet rizikovych ¢astek (maximaln
vyplata nebo jeji odhad)

 Aplikace stejnych vah na vSechny smlouvy bez ohledu na
« Demografické udaje pojisténého,
* Pravdépodobnost nastani pojistné udalosti,
* Placené pojistné, ...

Nastaveni ekonomické vyznamnosti jednotlivych rizik
* Neexistence spolehlivé metody pfimého méreni
* Nezbytné poruseni pozadavk( IFRS 17
« Zhodnoceni na zakladé pojistného nebo pravdépodobnosti nastani
pojistné udalosti
* Poruseni poZadavk( pouze nezbytné minimalni



Coverage units
Hybridni produkty — Navrh reseni (2/3)

Nastaveni pravdépodobnosti nastani pojistné udalosti

Snaha o co nejvice obecny pristup

Navrhované moZnosti (fazeno od nejobecnéjsi)

Odvozeni z obecné populace (populacni umrtnostni tabulky, ...)
Odvozeni z celého pojistného trhu

Odvozeni podle typického pojistnika (pres cely pojistny trh)
Odvozeni z celého portfolia spolecnosti

Odvozeni podle typického pojistnika (pro danou spolecnost)

Obecné predpoklady

Stabilita vah v ¢ase bez nutnosti ¢asté aktualizace

Pravidelné kontroly neménnosti odvozenych pravdépodobnosti

Vahy pro nova rizika nastavené porovnanim vyznamnosti vzhledem ke
zbytku portfolia




Coverage units
Hybridni produkty — Navrh reseni (3/3)

Trzni predpoklady k nastaveni coverage units

« Snaha o nalezeni jedné vazené incidence pro kazdé riziko

Navrh - pfipravit trzni incidence pro nasledujici rizika

 Smrt
e Zavazna onemochneéni

* Invalidita
Incidence pouze za 3. stupen
(vdaZend / detail.?)

* Pracovni neschopnost
Délit ddle dle karencni doby?

e Vazna onemocnéni

* Hospitalizace

* Hospitalizace po urazu

* Trvalé nasledky uUrazu
Detail podle procent
poskozeni?

1-10%; 10%-50%, 50%-100%

* Prac. neschopnost

nasledkem urazu / Denni

odskodné nasledkem

urazu



Coverage units
Priklad — porovnani rizik

4 rv

Meésicni

Riziko e o
pojistné

Trvalé nasledky s 8x
progresi od 25%
poskozeni

Trvalé nasledky s 8x
progresi

Smrt

Pracovni neschopnost

Plnéni dle
Pojistna castka “trzni”
incidence

2 000 000

550000

600 000

Vaha pojistné
castky

2 454.55
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Coverage units
Priklad - smlouva

Poskytnuta sluzba vychazejici z incidenci

M Denni odskodné  m Kles. Smrt = Trvalé nasledky Urazg

NCHUARIN
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Diskuse
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