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Disclaimer

Purpose:

• This document was been prepared for discussion purposes to assist with the understanding of IFRS-17
Standard.

• This document should not be construed to be a draft of the accounting policy or methodology paper,
although the content may be leveraged in developing such policies in later phases of the engagement.

Distribution:

• This presentation and the opinions and conclusions contained within are that of the presenters and
should not be assumed to be that of the employer.

• Presenters accepts no responsibility, liability or duty of care to any person(s) and should not be
considered as a professional advice.

Reliances and limitations:

• Presenters are available to answer any queries related to the content in this document. It should be
noted this is intended to be a brief presentation only and intended to be supported by oral content /
discussions. Therefore, information contained herein when considered in isolation could be mis-leading.
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IFRS - Overview
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Common global standard for reporting to investors



IFRS will affect everyone in an insurance company
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It’s not definitive
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Balance Sheet – iGAAP v/s IFRS-17
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IFRS-17 focuses on measurement of insurance contracts

1 Fixed interest assets measured at amortised cost / book value;  Equities at market value
2 Assets measured at amortised cost / fair value complying with IFRS-9
3 Best estimate liabilities might differ between iGAAP and IFRS-17; e.g. discounting, contract boundaries, prudence etc.
4 Contractual services margin



IFRS-17 – What changes for us?
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Insurance Contracts

Currently no standard definition of an insurance contract

The definition in IFRS 17 refers to some traditional features of insurance
contracts, distinguishing them from financial instruments

• significant insurance risk – at least one insured scenario leading an insurer to pay significant
additional amounts

• Assessment needed contract by contract

• A set or series of contracts with the same or related counterparty which achieve, or are designed to
achieve, an overall commercial effect as one contract
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Recognition

Under iGAAP - as at December 31, 2023 is the contract recognized?

CONFIDENTIAL 9



Recognition – contd..

Under IFRS-17, an entity shall recognise a group of insurance contracts it issues from
the earliest of the following:

(a) the beginning of the coverage period of the group of contracts;

(b) the date when the first payment from a policyholder in the group becomes due; and

(c) for a group of onerous contracts, when the group becomes onerous.
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Contract Boundary

Cashflows are within the boundary of an insurance contract if they arise from substantive rights
and obligations that exist during the reporting period in which the entity can compel the
policyholder to pay premiums or in which the entity has a substantive obligation to
provide policyholder with insurance contract services.

A substantive obligation to provide services ends when:

• the entity has the practical ability to reassess the risks of the particular policyholder and, as 
a result, can set a price or level of benefits that fully reflects those risks; or

• both of the following criteria are satisfied: 
• the entity has the practical ability to reassess the risks of the portfolio of insurance contractsthat contains 

the contract and, as a result, can set a price or level of benefits that fully reflects the risk of that portfolio; and

• the pricing of the premiums for coverage up to the date when the risks are reassessed does not take into account 
the risks that relate to periods after the reassessment date.

Contract boundary of a contract should be re-assessed at the end of each reporting
period.
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Components of insurance contracts
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Lets determine an example for each component!!



How to determine a unit of account under IFRS-17 – Step 1
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Components of insurance contracts

Mandatory separation if criteria met – no voluntary unbundling

“”…an entity shall separate from the host insurance contract any promise to transfer to a
policyholder distinct goods or services other than insurance contract services”
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How to determine a unit of account under IFRS-17 – Step 2
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Level of Aggregation
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Insurance Contract Summary – An example
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Coverage Units
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Liabilities under IFRS-17
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Measurement models
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GMM or BBA – Fulfilment cash flows

CONFIDENTIAL 21



GMM - Loss Component
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Loss Components are recognised as a loss straightaway in the Financial Statements.

A group of contracts can move from a position where a loss component is required and vice
versa



GMM – Initial Recognition
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GMM – At each subsequent reporting period
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Premium Allocation Approach
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Optional simplified approach to calculate 
Liability for Remaining Coverage

Permitted, but not required, if either –

• The coverage period is one year or less and 
hence intended primarily for short-duration 
contracts

• It is a reasonable approximation to the 
General Measurement Model (materiality 
assessment)



PAA Eligibility
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GMM v/s PAA
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Onerous Contracts – PAA Measurement model 
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Risk Adjustment
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Compensation that an entity requires for bearing the uncertainty about the amount and timing of the cash flows that 
arises from non-financial risk such that two entities are indifferent between:

- range of possible outcomes arising from non-financial risk; and

- fixed cash flows with the same expected present value

- Allow for diversification benefits



Discount Rate
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Transition approaches
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Disclosures
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Thank you!!


