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IFRS 17

Insurance Contracts

IASB

EIFRS

Third .c. ..
1997 2004 2007 2010 2013 2017 2017-20 2021
& ® @ @ ® * —9 $ >

|
‘ 1
L . .
ASC starnts L/ISCUSSION pap! > o rreparation

IFRS 4 insurance Exposure draft, Final standard IFRS 17 effective
contracts, phase 1 insurance released 1 January 2021
interim standard contracts

issued
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Why is IFRS 17 needed?
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Why is IFRS 17 needed?

» Worldwide objective to harmonise
insurance accounting practices across
jurisdictions
New framework replaces a huge
variety of accounting treatments

Improved comparability

1. Lack of comparability between insurers

2. Non-uniform reporting of products
within groups

3. Inconsistency with other industries Revenue reflects the services

provided

» Discount rate will reflect characteristics
of the insurance contract

» Additional metrics to evaluate
performance will be available

Improved quality of financial

information
1. Lack of useful information
2. Lack of transparency about profitability

Page 13 IFRS 17 EY



Why is IFRS 17 needed?
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Why is IFRS 17 needed?
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Why is IFRS 17 needed?

» Worldwide objective to harmonise
insurance accounting practices across
jurisdictions

» New framework replaces a huge variety
of accounting treatments

» Revenue reflects the services provided

Improved comparability

1. Lack of comparability between insurers

2. Non-uniform reporting of products
within groups

3. Inconsistency with other industries

» Discount rate will reflect characteristics
of the insurance contract

» Additional metrics to evaluate
performance will be available

Improved quality of financial

information
1. Lack of useful information
2. Lack of transparency about profitability
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IFRS 17
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On the other hand...

Board of a large multi-national company put the whole IFRS17 project on
hold to re-asses the implementation plan and budget, after the costs
exploded above the expected amount (above $300 M).

Small company initiates strategy to sell its Life portfolio in order to avoid
having to implement IFRS17.

Outsourcing of financial reporting process under IFRS17, including managed
services.

In market with many small companies, and compulsory IFRS reporting for
Insurers, talking about “Survival of the Fittest”.

Page 19 EYH‘



Do Regulatory Detours
Disrupt or Build your
nsurance Future?

EY

The better the question. The better the answer. Suilding & better
The better the world works. working world



Comments from key IFRS17 project staff at an Asian Insurance Company

“Working on an .

IFRS 17 ‘
implementation ‘We know the
rogram feels a storm is coming
P .g L but can’t see
lot like building a where it is or
long bridge

how big it is”
while having to

cross it at the
same time!”

“To design, build
and test 5 systems
at the same time is
unprecedented in

on

o . — 4

’ the history of our
company”
I‘o ’ L A
T “We knew from - & A L\
oo the outset that '
\ this was not :
" i
going t_o U ENL - “We need to
: easy project. Now LW .
e ’ keep navigating
o we know we were
1 . L through a
~  being optimistic! .
i, changing
landscape”

Page 21
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What does the IFRS17
Implementation
journey include?

EY

The better the question. The better the answer. Suilding & better
The better the world works. working world



Operational implications of IFRS 17 - the big picture

1
1
i 2. Performance Management 3. People
i » Changes in Ml reports and KPI's » Training
1. Polic . : g . . .
i N y . e . q » Planning, budgeting and forecasting » Cross functional collaboration (especially
! » New accounting policies/procedures an processes need to be adjusted for Finance & Risk)
I control documentation
) » VBM, scorecards and incentive Project r rcin

i » IFRS 17 methodology guidance and schemes > Project resourcing & budget
i reporting instructions » Managing change fatigue
. » GL Chart of Accounts changes and account
- .
- mappings
I . . : 4. Organization
| > Assumptions setting (modeling) Performance > Rol%s and responsibilities between
i - Policy People _ P
: » Investment policy changes (IFRS 9) Management Actuarial and Finance departments
1
- » Technical Provisions Assumptions/
! o Expert Judgement Committee
i Organization
! » Impact on outsourcing contracts
1
1
i 5. Data Data Process Technology
i » Refinement, upgrading, conversion and 7. Technology
I migration of (complex) actuarial valuation » Core systems, investment system,
[ models actuarial systems, pricing systems, etc.
i > New financial reporting data requirements 6. Proc.es.ses o » Posting logic/engines
i (input/output) » Materiality concepts/guidelines o
! o i ) . ) » General Ledger, consolidation and
] » Data reconciliations at different levels » Updating cIong .and reporting reporting systems

- » processes, planning processes, ]
i » Data quality, storage and archiving g e » System interfaces
i » Data security & controls management etc. » Current system capacities & capabilities
: » Data governance and master data » Internal and external reporting (agile technology)
I management templates including group reporting » New functionalities/features
[ packages
i » Internal controls and audit trall
1
1



Indicative IFRS 17 Process and Data Flow

IFRS 17 will completely change the way data is extracted, handled and stored on its journey from

source systems, through the calculations and postings to GL

Data Management > Calculations > Data Storage, Accounting Postings & GL Processing > Ri?\(;:;[/[c?gs& >
Load Run data Perform Review Run Analyse Confirm Generate Post GL Reporting
current quality IFRS 17 results posting rules results of postings GL entries and
and validation || calculation andload the || accounting and entries visualisation
month results into postings report (Trial
end data s [Leelzer generation Balance)
to GL

/Data Manaqement\

>

Source Data
extraction and
adjustments
Assumptions
Management

Data Quality
Validation
Generic Level of
Aggregation

Data Integration &

/ Calculations \

CSM calculations

Risk Adjustment

CSM allocation, unwind
Liability Accounting

vV vyYvyy

model (GMM, VFA PPA)

v

Cash flow projections

» Profitability/ Onerous

Test

» Separation of Investment

components

Management

<

A

New Secondary Ledger for IFRS 17
New Chart of Accounts lines

@ta Storage, Accounting Postings & GL Procesm

» Data Mapping & Data Storage
» Posting Generator

» Account Posting Rules
2

2

K Reporting & \
Analytics

» Financial
Statements

» Visualisation
and Disclosures

» Analytics

24



Project life-cycle — the steps to go live

See the full picture and build a comprehensive
plan to reach the goal — going live with full 17
reporting.

Organize the work needed to into phases,

... and each phase into manageable buckets.

. . 5) Busi |
Each phase builds upon the previous work
completed. 4) Full IFRS 9 and 17 reporting — Ready for Go

. . Live and quarterly production runs
Know how each piece fits together and sets the

foundation for the next. 3b) Transition and parallel runs — Training resources on new
policies and processes; run parallel quarterly IFRS reporting

3a) Build, test and deploy — Report development and data mapping, test

model output and establish gap closure plan

2) Solution design — Business, functional, data, and systems requirements; Target
Operating Model; Accounting policies

1) Impact assessment — High level implementation roadmaps and gap analysis/prioritization

Page 25 IFRS ACT framework EY



Project Roadmap - example
— Key points of IFRS 17 implementation

r

o N o . . |

Apologies
Company specific — Cannot be publicly shared

=\

)
)
)
'0
)
.
)
L

TN e T AJIND TTT ITCC

LOGO DELETED
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Project Roadmap Example - 4 Workstreams

I

Pro
Chal

Apologies
Company specific — Cannot be publicly shared
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Considerations and
Approaches to IFRS17
Implementation

EY

The better the question. The better the answer. Suilding & better
The better the world works. working world



Waterfall or Agile

Classic waterfall approach

Accounting
Position Papers

Practical
Application
Guidance

Methodology
Specifications

User
Requirements

System
specifications

System
Development

Page 29

Agile implementation
approach

ﬂ

System
rollout

EY



Close alignment and understanding of workstream interdependencies is critical

1. Each time there is a change, from the IASB, local 1
regulator or industry practice, there is a knock on The new IFRS 17

impact to each aspect of chain to incorporate any standard
updates and changes...
‘ ...this cycle naturally causes tension
° _ between the Professional &
Accounting Execution workstreams due to the
Position Papers amount of uncertainty and additional
‘ analysis.
° Pra_cchI It’s critical to manage this effectively,
2. Professional workstreams have to consider and re- Appllcatlon maintain discipline and focus
work the documents each time a decision is re-visited, Guidance *

working together towards the end
l outcome.

Methodology
Specifications

3. Execution Workstreams & IT wait at the bottom e User ° System
of the chain for the requirements to stabilize,
before moving into system development. However,
they’re faced with upcoming deadlines to develop,
test and deploy...

Requirements development

Page 30 EY



Theoretical-Professional or Business-Execution
Need for balance

: . “Design Authority could play
believe there is room to a stronger role to reduce

. . tension bet Professional
improve the connection between ] Execution worketreamer
Professional Workstream &
Execution Workstream

Theoretical Approach Business-led Approach

Balancing compliance
and performance

Page 31 EY



Project Management

EY

The better the question. The better the answer. Suilding & better
The better the world works. working world



Need to improve project management capabilities

“Meetings have been
arranged without
consideration of

people’s calendars.

As aresult, people are
guite frequently double
or triple booked”

“There are a lot
of peoplein
meetings without
a clear purpose
and / or
engagement”

Page 33

rated project

execution discipline,
delivering on timely basis
and to the expected
guality, as very strong.

think that

meetings are not highly
effective and achieving all
objectives.

“People see
deadlines as
optional”

Lack strong PM / Execution
delivery skills at leadership
level, we need people that
are firm with decisions to
keep everyone in line.

“In practice, workstreams do
their own thing”

“l don’t have
visibility if
workstreams follow
their plan or not"

EY



Project Management Roadmap

IFRS 17 will need a dedicated Programme Management ‘spine’ to ensure effective planning and
manage scope, schedule and budget, and help to manage the Change across the organisation

Apologies
Company specific — Cannot be publicly shared
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Programme and Change Management Workstream

Inputs Key activities Outputs

vV Yvyy

vy

pta

PMO

Apologies
Company specific — Cannot be publicly shared

61%[0)
\ A2 /




Project Timeline Problems

Pressure due to both external and internal forces...

Shortage of

IFRS17 changes &

Interpretations resources
Managing Competing priorities
multiple with other Accounting /
system PROJECT Regulatory initiatives

Unclear mandate

Moving scope / for change

requirements
from other
external parties

Page 36

Company Survey:

of survey

respondents believe that
the current project
timeline is realistic and
all respondents who
believe it is realistic, are
from Group HQ.

EY



Processes

EY

The better the question. The better the answer. Suilding & better
The better the world works. working world



Map Financial Reporting Process

Including Controls and manual interventions

Apologies
Company specific — Cannot be publicly shared

16 Internal Controls

38



ldentify Changes Required

.... to systems and data which will impact the valuation and reporting processes
Reduction of manual effort will be key to meeting the Group Reporting timetable

L e e i
1

to

6 Apologies
Company specific — Cannot be publicly shared

10

39




IT — Data & Systems

EY

The better the question. The better the answer. Suilding & better
The better the world works. working world



Impact on for Data and Systems

Reqguirement to store higher volumes of data at a lower level of granularity, handling of the
measurement calculations, and ability to interrogate accounting movements

Apologies
Company specific — Cannot be publicly shared

1
£ s

g sin

ZJE lanning
al tinto

3)6 ow
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System Components & System Selection - Options

Depends on Company's ST and LT Strategy, and resources available (time, money, people)

Workflow /
Process
Automation

IFRS 17
Calculations

Accounting
Rules / Sub-
ledger

Report
Generator
& Analytics

Data

Pros

Cons

Minimum Compliance

Integrated IFRS 17 Solution Finance Transformation

Apologies
Company specific — Cannot be publicly shared

n

tool

ce
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System Components & System Selection - Action Items

Need to engage in vendor assessment and lock down target architecture very soon to increase
chances that the Systems and Data workstream will complete on time

Stage 1

Stage 2

» Operational gap analysis / impact study

» |[dentify what additional software and systems and data
solutions are required to deliver (for example):

» IFRS 17 calculations
» Sub-ledger & accounting rules engine
» Extracts, interfaces and data flows
» Data Storage
» Workflow and Process Automation
» Reporting, visualisation and advanced analytics
» Initial high-medium level review of software solutions
available
» Consider company and external resources available, and
decide what existing systems will be used and what
system changes will be carries out internally

» Conclusions and Decisions for next stage

» High-level solution design with both
COMPANY IT and Group Architecture teams

» Agree vendor selection process with IT and
Procurement

» Short-list vendors

» Draft vendor brief

» Invite vendors for dedicated design workshops
» Invite vendor proposals

» Proposal assessment and vendor
presentations - possibly POC

» Vendor selection and contract negotiation

» Lock down target architecture based on
agreed vendor and solution landscape

» Refine Systems and Data roadmap
» Initiate internal system changes

43



Some Actuarial
Specific components

EY

The better the question. The better the answer. Suilding & better
The better the world works. working world



Example Actuarial Roadmap (extract)

Define methodology, model requirements, process & model build, testing, full parallel run

DR - Discount Rate LoA - Level of Aggregation EXP - Expenses (Att & Non Att) MD - Modification & Derecognition TR - Transition VFA - Variable Fee Approach
RA - Risk Adjustment CSM - Contract Service Margin CF - Future Cash Flows OC - Onerous Contracts REI - Reinsurance DIS - Disaggregation

Workstreams/
sub-workstreams

Methodology

Define Data
Requirements I

Model
Preparation

Apologies

Company specific — Cannot be publicly shared
Model
D:v:lopment

Deploy

Parallel Run

Full-Time
Activity
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Some Key Lessons

EY

The better the question. The better the answer. Suilding & better
The better the world works. working world



General lessons learnt so far

0 e
1 1

2 If you think the IFRS17 ] i 3 Don’t underestimate the

s  standard is difficult, wait till 1} amount of time it takes to

==~ you try to implement this in | i E‘J find the required data to
I
P
L

I
1
1
i
has a major impact on the 1 y .
Janizat - real life! fulfil the extensive IFRS17
i
L

entire organization (front-,

middle- and back-office)

1
i
IFRS17 is much more than |
m an accounting change, it !
i
: primary financials and
i

disclosure requirements

- ] -
1 11

The biggest amount of work} i Follow a proven IFRS H i 00 o Important to emphasize

sits in the end-to-end Data, 1 | EA implementation o m both the content and
1 11
1 11
1 11
: !
1 P L

o ——— -

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

:

Systems & Process (DSP) ! i rocess skills needed to ge 1
methodology (with s h g

changes — need to make = | structured g‘rﬂé centrally the job done (difficult to findy 1

sure IT does not become | prepared input templates) people who master both ! '

1

i !

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

the bottleneck! skills equally well) :

i
1
° 1
1 | 1 Need to appoint a separate accounting lead (IFRS17 specialist), 1 — .
‘ actuarial lead (financial & business impact models), systems lead H Communication
(ERP/EPM) and conversion project lead (finance change specialist) 1
to jointly manage the IFRS17 conversion H Language e
: & Culture coping
1
4

Planning
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Project Governance Structure

IFRS 17 requires key decisions, has tight timelines, and companies have on going BAU challenges.
The right Governance structure is crucial to ensure Project delivery

Programme Sponsor Steering Committee

TBC Members
PMO/CMO
Programme Leadership Lead
Members ‘

Team

Programme Director

TBC

Fmancg/ Process Change Systems & Data Vendor A
Accounting
Lead Lead Lead Lead Lead
| | l
Team Team Team Team Team

Programme Sponsor Project funding and key project related decisions impacting costs/benefits/scope

Steering Committee Monitors the Program’s progress and provides a forum for including relevant stakeholders in the process of making programme decisions

Programme
Leadership

Business and project representatives making solution design decisions 48



Optimise the project structure (and budget) to ensure that well
balanced decisions can be made, taking into account multiple
perspectives while delivering a compliant and sustainable outcome

Accounting / Finance Actuarial

13% - 29% (21%) 32% - 49% (39%)

9% - 18% (13%)

T 21% - 33% (27%)

Page 49
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Resources Required

EY

The better the question. The better the answer. Suilding & better
The better the world works. working world



Example IFRS 17 Headcount (Single medium sized Life only company)

A core implementation team ramping up to c. 25 resources will comprise resources with Actuarial,
Accounting, Programme Management, Data, Systems and Process Change skillsets

Indicative IFRS 17 Headcount (excluding technology vendors resources) + Excluding resources

provided by Technology

30
vendors.

25
20

15

ST RO R R S AN NI S < BN R R
3 LA RN F LIPS S PP FTIESNNS N

N7 oY (VA Y oY OO o O N Y o VN VT ¢

AN SRS AN SRR AR A A A S A S A S AU S

Indicative IFRS 17 Headcount by Workstream (excluding Technology
Vendor resources)

N

PO S AN E IS S S O F LN PSS
yU N

SN

& Y NN Sy
NN Y o N9 vt 0 oY Y o N Y N Y SN
CARCANCARIC AN SRR G ARSI C AU I AP AN SO S SRS i

= Programme and Change Mgt Data & Systems e— Actuarial Finance & Accounting



Estimated Implementation Costs - Example (Small Life Company)

Total implementation cost is expected to land between 18 and 41 million NIS, with the variance impacted
largely by the sophistication of the Actuarial solution and choice of sub-ledger vendor / solution.

EFFORT (man days)

Workstream

Implementation Team
Programme and Change Mgt
Data and systems
Actuarial
Finance and Accounting

Total (Internal)
Total (External)

Apologies u
Company specific — Cannot be |
publicly shared —

Vendors, SW, HW
Vendor Team (Actuarial)
Vendor Team (Sub-Ledger)
Vendor Team (Integration)

Licensing (Up Front)
Hardware (estimate)
Total inc VAT
Total Implementation 52
Recurring Licence TOTAL




Is It Possible?

EY

The better the question. The better the answer. Suilding & better
The better the world works. working world



“Working on an IFRS 17 implementation program feels a lot like building
along bridge while having to cross it at the same time!”

Confidential — for discussion purposes only



Bridge failures

I LESERBILD

Confidential — for discussion purposes only



Late specification of target or moving target

Confidential — for discussion purposes only
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The actuary who is only an
actuary 1s not an actuary.

Frank Redington,

UK Institute and Faculty of Actuaries
President (1958-60)
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