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Project complexity drivers

There are various types of factors which may strongly impact the amount of work within the project.

* Scope of implementation » Different approaches used (BBA, PAA, VFA)

* Centralized vs decentralized * Level of detail of calculations (lob, cohort, contract, unit of exposure)

*  Number and complexity of entities * Complexity of grouping algorithm
* Number and complexity of source systems * Complexity of approach to calculation of RA, CSM, LC
e Number of data packages to be handled * Complexity of approach to reinsurance held

¢ Number of UoA and their subgroups P rOj ECt * Number and complexity of posting rules
- *  Number and complexity of reconciliation rules
complexity

* Complexity of approach for transition period

e Quality of input data
* Number and complexity of validation rules

* Number of different data sets required by actuarial
tools and complexity of their content

*  Number and complexity of processes to be handled
* Running the proces on the subset of the whole portfolio

* Performance requirements
* Number of data sets generated by actuarial tools,
validation rules to be run on them, amount of

further processing

* Number and complexity of data to be generated for
accounting system.

e Level of traceability and auditability required

* Number and complexity of reports changed within IFRS 17 (solo for all entities and for group )
» List of external reports (if any) defined as required (solo for all entities and for group )
* Number and complexity of reports within ,internal reporting”



Scope and approach to implementation

IFRS17 specific calculations,

Actuarial, postings.and reporting
modeling tools

@»
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What is the Unit of Account (UoA)?

In most of the cases
actuarial models are
working on portfolio
level and actuaries
need to allocate down.

Life
business

Actuarial models work
on policies or model
points and at initial
recognition policies
(contracts) need to be
assigned/aggregated
to UoA

Onerous at initial
recognition

an‘u

Issuance period &

Portfolio

v Similar risks
v" Managed together

Remaining contracts
in the portfolio

Portfolio

At initial recognition,
no significant

possibility of
becoming onerous

Unit of account

IFRS'

Contracts
exposures



Obtaining the UoA

Onerous Grouping
As of Date & 01Jan2015 01Jul2015 01Jan2016
CohortYear 4 ProductGroup 4 Grouping 4 No. of contracts Fulfilment CF att=0 No. of contracts FulflmentCF att=0 No. of contracts FulfilmentCF att=0

No significant possibility to become -6B025.05 -147922 35 -147922.35
CE ProductA+B ©nerous subsequently
Remaining contracts -75381 82 -753081 B2 -75381 62

No significant possibility to become -11273.80 -11279.80
onerous subsequenty

E & 2015 E & ProductC oner . . 3952 91

Remaining contracts -3135.40 -313540

No significant possibility to become _1BET.50 9RB3 45
E & ProductD onerous subsequently

Remaining contracts -427 .04 _543.25
= & ProductA+B Onerous . . - . 202086.43

No significant possibility to become . . . a -TESE .50
onerous subsequently

= E ProductC Onerous 753.78

o0& 2018
Remaining contracts . . . . -1809.34

No significant possibility to become . ) _ . s
E & ProductD onerous subsequently
— ' 275,31

How to assign RA at How to define Should several options How to derive the
initial recognition to the »Significant possibility”? of grouping be tested? attributes of UoA based
contract? on contracts’ ones?




Obtaining the UoA

Derivation of attributes

- Measurement approach
Could be set depending on the line of - Method of RA calculations (and parameters to be used)
business or product - Approach to finance income and expenses
- Significant finance component (separately for LRC and LIC)
- Approach to amortization of acquisition expenses
- Approach to Analysis of Change
- IR to be used for discounting
Min initial recog, min Begin, max end - Initial recognition date, Begin, end of coverage date

Based on initial recognition - UoA subgroups

Sum - Expected cashflows,
- Actual cashflows

Based on parameters on contracts, but: several questions = Amortization paremeters (for CSM, premium’ acq expenses)
arise:

* It should rather be weighted, but with what?




Availability of data

Experience Adjustment, Actual cashflows

Elements impacting the calculation of CSM in subsequent period | Expected CFs

(for PV and RA,
by different legs)

SR LS UOA Id _
Initial acq exp, inv comp) ) ) :
IO (info about ins period,
— Chng in Expectations .
(in PV, RA) acc approach, options)

, Actual CFs
(by accounts)

CSM_BoP

Temp_CSM

This is subject for
calculation of
release of CSM




Loss Component

In case of negative impact of change in expectations

Erp_d) premium,
acq expl inv comp)

recognition Chng in Expectations
(in PV, RA)

CSM_BoP

CSM Release
=0

CSM_EoP
=0




Loss Component

Loss Component should be Consistent presentation of
identified and detailed disclosure impact on SCl is required

of its release is required

LOSS COMPONENT _ : STATEMENT OF COMPREHENSIVE INCOME
310ec2015  31Dec201é  31Dec2017

| BatrRC)  BA(RT) BA(RC)

309,29 + 3 Liabilitiaa an d Equity

= % Profit or Loas - -16.40
= % Inavrance Revenve . 330.50

_ Expected Incumed Claima

and Cther Expanies g

+ 3 Expected Claima 330.50
= % Inaurance Service Exp anaa - -286.43

Changest

future service: |omses on
onerout contracts and
ravaraal of thoss loanes

Loaged on initi
+ 3 recognition of inauran ce
contractafreinsurance ced ad
+ 3 Release of lom component

INCurred claima an g ot er
+ 3
axpanias

+ 3 Inveatment Reavlta




One needs to identify which
cashflows are coming from
[underlying] UoAs which are
profitable, and which ones
from [underlying] UoAs which
are onerous at inception or
become onerous.

Availability of data

Change in expectations for reinsurance held (par 66¢)

201504

Re_Goc_2015

Apd some other coming
ffom other Gocs

Gross_Gocl_2015

Gross_Goc2_2015

2016Q1|

New reinsurance programme (with higher proportion)
Re_Goc_2016

And some other coming
from other Gocs

¥
0

New contracts from 2016 will
be reinsured by Re_Goc_2016

Reinsurance held

Assumed business




Availability of data

Disocunting done in actuarial models

Detail of porifolio

Insurance contract Unit of Account

PV or
Movements

Input option 2: Input option 4:
PV and/or ' PV and/or
movements for movements for
contracts groups of

IFRS 17 Grouping contracts
@ specific measures

IFRS 17 Calculation
Calculations of IFRS17

Assignment of contracts
CSM/LC is calculated @
Generation of IFRS17

into groups for which
Discounting Discounting accounting events

Input option 1:
Undiscounted CFs
for contracts

Input option 3:

PV and/or

movements for

groups of Q
contracts 4

Undiscounted
CFs

IFRS 17 Grouping

Assignment of contracts
into groups for which
CSM/LC is calculated

O
L
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Availability of data

Analysis of change

Expected CFs

obtained last period as

Closing ones L J

v

A>
derecognition

%

A - ,Chngin non-
econ assumptions”

\ 4

A - ,,Chng in econ
assumptions”

v

\ 4

Recognition

v



Challenges of PAA

Assuming that we have a group of contracts that
- starts in 2017.04.01 and ends in 2018.03.31
- Single premium paid upfront (1100)
- Acquisition expenses paid upfront (100)
- Premium release pattern (80%,20%) :

. . ® Development of claims incurred in 2017 !
- Claims ratio 78% s ) )
- Claims paid following pattern (70%, 20%, 10%) sotraon el il

coverage period

2017 2018 2019 2020 2021

Development of claims incurred in 2018

2018,2018 2018,2019 2018,2020

1. Is group of contracts onerous? 2017.12 2018.12 2019.12 2020.12

. How to calculate Onerous Contract

Liability (OCL)?

. What should be the pattern of
amortization of premium (and acq
expenses)?

. Should discounting be applied?

. How to obtain the expected cashflows
for LIC just for this group of contracts
(issued in 2017, by proftability group)?

. Are all claims settlement expenses
available by group of contracts?

. Are adequate data to show the
reestimation of reserves

* Expected cashflows:
premium, Acq costs

* Actual cashflows: premium,

Acq costs
* Coverage period
* Amortization parameter

If OCL calculated then the
same data as for BBA are
required

« Expected cashflows (EXI)

2017 2018 2019 2020
017 1 _
2012[ y 3 j
* Actual cashflows
* Risk adjustment data

Locked in curve for claims
Incurred in 2017 =2.3

* Coverage period
* Amortization parameter

* LRC at the end should be 0

If OCL calculated then the
same data as for BBA are
required

* Expected cashflows (EXI)

2017 2018 2019 2020
007 ||
sl |

* Actual cashflows
Locked-in curve for claims

incurred In 2017=2.3, for
those incurred in 2018 =2.6

 Expected cashflows (EXI)

2017 2018 2019 2020
o7 |
2008

* Actual cashflows

Locked in curve for claims
Incurred in 2018 =2.6

* No expected CFs

2017 2018 2019 2020
w7 [ | [ |
2018 L 1

* Actual cashflows

LIC at the end should be =0




Challenges of PAA

Onerous Contract Liability

Onerous Contract Liability is But this would mean that this approach To avoid the need of providing such detailed data
calculated as difference between : isn’t that simplified after all, at least not and running such verification all the time, one
* The carrying amount of the liability as it comes to the data required. should be able to set the flag to trigger the

for remaining coverage onerosity test.

* The fulfilment cash flows measured
as under the general model

1. How to calculate the release of LC
in subsequent periods? As delta in
differences between carrying
amount of LRC and FCFs?

FCFs FCFs

changes in
expected fulfilment
of cash flows

(claims that will be
incurred in 2018
and 2019 will be
400 each instead of
150 as assumed at
the moment of
recognition)

onerous



Flexibility of posting logic

Accounting events — details of results of calculations




Flexibility of posting logic

Posting logic as configurable element

Accounting Events

_LIABI i SET_LIAE i SURANCE_CONTRACT_GROUP_II-T| TRANSACTION ™
ifrs 15,000.00

WIRL

configu ration MVFEFR

LRCRALINY
LRCRCRA

LRCRCPV VF ex5_eifrs
ACCOUNTING_EVENT_TYPE_DIM

ACCOUNTING_E\*2NT_TYPE_CD |-T/ ACCOUNTING_EVENT _TYPE_DESC
LRCCSMRL LRC - Contractual Service Margin - Revenue - CSMrelease

RULE_SL_ACCOUNT_EVENT_TYPE
SL_ID - [ENTITY ~| ACCOUNTING_L/ENT_TYPE_CD |-T| POSTING_GROUP_ID ~
SL_IFRS17  WW_INSURANCE LRCCSMRL

Derivation of
ACCOUNT_POSTING_GR

SL_ID ~ POSTING_GRSOP_ID_-T|GL_ACCOUNT_ID ~ DC_CD| ~| MAPPED_COLUMN_NM Journal entries
SL_IFRS17 POSTING_AMT
SL_IFRS17 POSTING_AMT

= GL_ACCOUNT_TYPE ~
Insurance revenue - Release service margin INCOME

In act related RC Excluding loss comp LIABILITY

Accounting Ewent Type Description Indicator Debit or Credit GL Account Description

4 Posting Amount (RC) Balance Amount (RC) Type of GLAccount Type of Entry




Traceability

tration of traceability of calculations

LRCCEMRL
Posting Accounts & Events

|naurance Conkract - Age Event Accounting Event Balance PFesting PFosting
Enty GL Account Descript
Group ldentifier " npron Type Code Typ o Dascription - i Amcunt(RC)  Amocunt(RT)  Amount{TC)
LRC - Contrmactual

Service Margin -
120.145&9 120.145&9 120.145&9
Reverue - CSM

W _INEURANC IFRS17_COA PLR Inaumnce revenu e - Relesae
i . _COoA PLIR_ -
E exlade_sifrs CSM_CSMRel senvice magin LRCLEMEL
ralaae

| woct related Tabiit LRC . Cantmetusl
WW_INESUBANG IFRE17_COALE g o ornee coniract iatec fabfites

. : Sarvice Margin -
E axlala_sifra InaCows_CM -RCExchuding b.ﬁ ) LRCCSMRL Pevenue - CEM 12014569 12014569 12014548
mmponent-&ewlcemigln ralazas

alculation Dataila

rosa Tab

All Caleulation Details © LRCCSMRBL - = LEEM - exlals eifrs v REL_SERWICE_MARGIN_AMT -120.1456%

Accounting Bvert Type Cods &

L_1 Caleulation 4 L_1 Coleulation Trmnralsted L_2 Caleulated Vansble L_2 Caleu latian L_2 Caleulation Tranalste d L_3 Caleulsted Variable L_3 Caleulation i

REL_RAT
-3 oG RELRE 43 Allocatian Ratio for the Relaass of the CSM IFN] TOT_COV_UNIT_AMT NE 0, CURR_COV_UNIT_AMT / COALESCETOT_COV_UNIT_AMT 1), 1)
Releme of the Senice
Margin forthe cumrent Ralease of the Senvice
a perod - 3 Margin forthe cwment
IFN{TEST_CSM_AMT penod - IFMN[ 240.251 36
<0,0 ALLOGC_GSM_REL_RAT <0,0,050000 24029138) This 832 tamp omry Thia i a temporary
*TEST CSM_aWIT) vanable vsad for CEM variable vaedfor CEM

Thin i a temp omry vanable uvsed for CEM Raleasa and ECP
= 3 TEET_CEM_AMT 240271328 — 3 Relesae and ECP

— % Relems and ECP — 3 TEMP_CEM_AMT 240,29128 Calculations

Caleulations SUMG, Caleulatiora SUKE, + 3 SUM(P_EOP_SERVICE_MARGIN_AMTINITRECOG CSM_AMT,CSM_UNWIND_AMTT

TEMP_CS M_AMT) 240,291 38) EMP_CSM_UNLOCK ING_AMT,EX P_ADJ_INVEST_COMP_AMTFY_UNDERL_ITEMS_C
S HNG_AWT TVM_EFFECT_FIN_PISK_aMT)
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Postings

Down-stream integration
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Add details of UoA Detailed data

Adding attributes defined for Detailed information on
UoA that will enable detailed UoA level
analysis by all required

dimensions

reconciliation,

register

Add details of UoA

j Map SoA, Aggregate

* Adding attributes defined for
UoA that are required for

dimensions used in GL; )
aggregate by some of those Aggregated postings

dimensions; map internal SoA By dimensions required by GL,

into Master SoA following Master SoA, on
Add info about version of data more aggregated level than
UoA

EEsEssssEsssEEssEEEssEEEssseEsseenenennnnnnnnhomnns

TassssssssssssssssEnnannunh

Reporting tools

Feedback info

GL system



Reconciliations

Ensure consistency between results kept General Ldger and and those in IFRS17 subledger. It may be obtained by
storing the feedback information about the effects of postings in GL, including the document id in GL. This will
enable detailed drill through to the data in the IFRS17 subledger as well.

Comparison of some BS accounts is planned to be performed. In most of the cases on more aggregated level
(UoA are not defined in context of SlI, neither Sll lobs in context of IFRS17).

Comparison of the BS accounts is planned to be performer on more aggregated level.

In some cases, for internal purposes, more detailed analysis of results is done by dimensions which are not
obligatory from perspective of IFRS17 disclosures but interesting form profitability management point of view.
For this purpose, the IFRS17 measures are sometimes allocated down to more detailed level and presented in
several internal reports. It is important that the information presented in such reports is consisten with results in
disclosure reports




Reconciliations

Ensure consistency between results of actuarial calculations and balance of account resulting from posting entries

Elements impacting the calculation of CSM in subsequent period

unwindin| Exp_adj (premium
_: ',

acq exp, inv comp)
recognition Chng in Expectations
(in PV, RA)

CSM_BoP

CSM Release

Temp_CSM|

This is subject for
calculation of
release of CSM

CSM_EoP

All these steps need to be performed by
»actuarial” module/part of the solution to be able
to calculate the release of CSM and determine
whether UoA is profitable of not.

Results of calculations are provided to the
subledger as acocunting events and based on that
the posting entries are generated. Based on
them, the final balance of each account is
determined.

These balance values should be consistent with
the EoP values calculated by the ,,actuarial”
module.

Very rarely but still [especially for LIC], the predefined movements do not explain the difference between EoP
values of subsequent periods. In such situations, additional ,other” element is added.



Project complexity drivers

There are various types of factors which may strongly impact the amount of work within the project.

* Scope of implementation » different approaches used (BBA, PAA, VFA)

* Level of detail of calculations (lob, cohort, contract, unit of exposure)
* Complexity of grouping algorithm
* Complexity of approach to calculation of RA, CSM, LC

* Centralized vs decentralized

* Number and complexity of entities

* Number and complexity of source systems
e Number of data packages to be handled . * Complexity of approach to reinsurance held
*  Number of UoA and their subgroups P rOj ECt * Number and complexity of posting rules

*  Number and complexity of reconciliation rules

complexity

* Complexity of approach for transition period

e Quality of input data
* Number and complexity of validation rules

* Number of different data sets required by actuarial
tools and complexity of their content

*  Number and complexity of processes to be handled
* Running the proces on the subset of the whole portfolio
* Performance requirements

* Number of data sets generated by actuarial tools,
validation rules to be run on them, amount of
further processing

* Number and complexity of data to be generated for
accounting system.

e Level of traceability and auditability required

* Number and complexity of reports changed within IFRS 17 (solo for all entities and for group )
» List of external reports (if any) defined as required (solo for all entities and for group )
* Number and complexity of reports within ,internal reporting”



Implementation approach

> 1 E

APPLICATION TRANSITION

* Gap Analysis First model based on Applymg the model Adjustments

e |nitial roadmap defined use-cases Full business scope (iterative or Generation ofdlsclos_ure
] parallel if possible) reports for comparative
* Allto-be-applied IFRS17 + Based on full data studies
approaches * Integration with existing IT
* Based on priorities and availability TR

(people, data, models)
* Covering representative use cases
* nointegration yet

Steps may be repeated in iterations




Possible variations of use cases

Having or not having investment component

Applying different amortization parameters

Having the date of recognition equal to date of inception or not equal (day before etc) and having different values of IR quotes for them
With or without TVOG

Based on annual or quarterly reporting

For quarterly one — simulate situation of NB during the year.

single premium paid at the beginning or at the end of coverage

claims are paid when incurred and claims paid following development pattern

With experience adjustment - difference between expected and paid premiums, acquisition expenses, investment component
change in expected cashflows.

IR is changed (with situation when it is changed during the coverage and should still impact or when it happens in last period)
OCl possible options

different currencies in cashflows or has different currency than entity

Derecognition

profitable UoA becomes onerous and opposite.

Various approaches of risk adjustment



Thank you
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