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Abstract
IFRS 17 becomes effective in 2021 internationally as being promulgated by

IASB and introduces a new measurement model for insurance contracts, new, more
transparent, disclosures and a new basis of reporting. The impacts are many and
varied and differ from insurer to insurer — there is no “one size fits all”. From the
perspective of insurers, preparing for and implementing the new standard will
present challenges. It will require substantial effort, and new or upgraded systems,
processes and controls. Co-ordination between functions such as Finance, Actuarial
and IT will be essential, and it will be important to educate business users and
investors on what to expect. From the perspective of regulators, the responsibility
lies in the area of modification of laws and regulations to accommodate IFRS 17 and
formulation of supplementary measures to assist insurers to smoothly adopt IFRS

17, while at the same time achieving regulatory purpose.

This project aims at providing recommendations on possibles alterations of
related laws and regulations including Insurance Law, reserving regulation, and
Appointed Actuary Report as well as transitional measures to ensure gradual phase-
in of the new standard through thorough analysis of our current market condition

and IFRS 17 implementation progress for other major jurisdictions.

Although IFRS 17 presents challenge of intensive magnitude for insurers as
well as regulators, change brings opportunity. A change of this magnitude is a chance
to gain new insights from new data analysis and reporting, and to improve overall
process efficiency. Furthermore, our regulatory regime enters a new era of

supervision.

Keywords : IFRS 17, Contract boundary, Contractual service margin (CSM), Fulfilment cash
flows (FCF), Full retrospective approach (FRA), General measurement model
(GMM) , liability for incurred claims (LIC), liability for remaining coverage (LRC),
loss component (LC), Premium alloction method (PAA), time value of option and
guarantee (TVOG), variable fee approach (VFA).
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40%
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20%

10%

0%

Life & annuities * Individual pensions = Occuational pensions ' Income protection & other business

100%
90%
80%
70% 58.7% 9
= 68.7% 67.0% 61.9% 63:3%
60%
50%
40%
30%
27.4%
20% S 22.4% 28.6% 24.8%
10% |
s 12.3% 8.5% 9.3% 8.5% 10.6%
(]
2012 2013 2014 2015 2016
Bzl ERAEGF S5H
A A% LN F A2014# 3 & ~A20164# 1 & 1L
ol mE o itz A B huid a2
3 B o
fire and other property damage Motor Vehicle
General Liability Pecuniary Loss
& Marine,Aviation and Other Transport M Frieght
Accident and Health
14.18% 14.43% 18.85%
= 0 NN
N
18.08% 18.33%
19.26%
0,
22.77% 24.15% 14.02%
26.80% 25.98% 28.69%
2014 2015 2016
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B endowment insurance (individual)
unit-linked annuities (individual)
annuities and pension insurance (individual)
M long-term care insurance (individual)
ii endowment insurance (group)

residual debt insurance (group)

unit-linked endowment insurance (individual)
term insurance (individual)
disability insurance (individual)
" other individual insurance
annuities and pension insurance (group)
:z other group insurance
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14.1 13.3 14.1
8.9 9.3 9
R
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8.1
20.3 17.2 15.4
10.4 109 ¥
13.4 14.6 15:9
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0%
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-
7

fire and other property damage & Motor Vehicle

= General Liability Pecuniary Loss
. Marine,Aviation and Other Transport M Frieght
= Accident and Health

~N

N

~N

NN \
§\ N N

19.71% 19.06% 21.18%

2014 2015 2016
B oz-4 KRALGF SBH
L TR IFRS 172 25
PogREPN €354 A B K GAAP & IFRS » 24| & ¥

o HRIE A2021EPE S CHE ARG RGE L 2P

FEt IFRS 17T & BHap 4 ;2503 22 P2 g4 % >
A 114G B GAAP S Wl M 7338 £ 3w T IR R 3% 2 1 GAAP G
AASI T2 THEAFL o

HE GRS 2 EmRiEEL AR

P B Rre 2 T 122 (VAG)#R 22 T Zillmerized net level
premium reserves ; *if § T HEH £ > T 1‘%47‘;?(}1‘1—% X2 I
Tl & EEfIF Y & A2011# 3 & 2014 2 )
F P L175% 0 & ~2015& 1% 1p A=) 2 1.25% o @ &+ ;¢
FPLIFRS 172 18 » #-3% IFRS 172 g2 (7 f =i -

Ab RS S

# b & 15 2 Solvency Il - 3% o
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GAAP » x> @ 2. 4333 2 2w T 72 H = OSFI (Office of the
Superintendent of Financial Insititutions)#% % 2. ¥ 32 4F £ 53
IFRS 2 RfFie TSl 2 0 -

o a4

FREHFET 2 F %N 4 1A 5 MCCSR(Minimum Continuing
Capital Surplus Requirement) » st 4] & 212 GAAP #HciE s
PR A A o FR2018 E 4= > ATH] B LICAT(Life Insurance
Capital Adequacy Test) B~ 4] & MCCSR » pt ¢t LICAT
7 F R IFRS 17 20 %~ R & o

LICAT & MCCSR z i Fl4rT™ :

(<) B G2PTAERGFR LERE -

(=) AP e mArdRE 2 SR8 K -

(=) B ZEH T © & IFRS 2 sc % (e.g. IFRS 17) -

(=) % & BIFEBEL A -

A ¥ F a4 41R p & 22003 # 42 % 4 MCT(Minimum
Capital Test) - MCT * =& % B A5 H &2 BB E§F &
(unpaid claims) % %% 4p B¢ # & £ (premium liabilities) -
Fhdd bt bl fl TS R B A R R 42
FoR AR BB R & 4032 Bl A W 5 10%~25% 3
15%~20% o PRAc R £ b G35 A#H P TRAAER ﬁir“$
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| Life (individual) Life (group) = Annuity (individual)

“ Annuity (group) ® Health (individual) " Health (group, insured)

- Health (group, uninsured)

] [ 1] [ | [

LTI TTTT] AENEEEEEE

LI T T T 1 1 1 ]
4.30% 3.94%

2012 2013 2014 2015 2016
UIECIRN RN 73 oS
74345 OECD 72 # 2 #icdh » 4o £ % & '+ 6 ~2014~2015
EARVBGERE S BR b BB S B A

WS T BREEG S VLR F I

It fire and other property damage Motor Vehicle
i2 General Liability “ Pecuniary Loss
B Marine,Aviation and Other Transport M Frieght

= Accident and Health
100%

90%

80%

70%

60%

50%

40%

30%
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10%

2014 2015
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FuS P IFRS 17 2 77
dv £ & #AtE 2021 # 42 % 24240 IFRS 17 0 ¥ % OSFI 3%

PRHFELLF R
IFRS 17 2 fi B » ¥ < 2018 4= % 2 37 0 it 4 4
B LICAT » % X ¥ 2 Ffis IFRS 17 # & » pa b X P AE

Fe i p g o TR

-~

Ff‘i

fE&it F > IFRS 17 > OSFI & f & g = 2 7 &R
T L 4ad IFRS17 B # 2 2R 42 » o & ~2018E09
: % - (P3R4

ERFL 2B FLE 2L A BT R c ERFE P F
fse 7 IFRSL17 2 33 FHfe i 2 0 PPt d 2
T XERASPETE P RS S bf?éiﬁq*‘f%‘ﬂi’%lr*piﬁ%é
WA D T R 2 2 3 @ 4 T IFRS 4
B3 IFRS17 £R2 FEF P F4rifmF 2 CSM & ™ iy
FIPTERAFE P 0 RS REITER FIR IFRS 17 #73F k2

mwn

fsr zALEH/ - LTS

“>

- 2 R PR

B —_—

IFRS 17 Self-Assessment Questionnaire progress - | progress- | Started [ Applicable

Complete |In In Not - Nor Comments

On-time | At Risk

1

Does the FRI have an approved IFRS 17 Project Plan in place? Is the Project

5

Has the FRI determined its accounting policies with respect to IFRS 17
including options and actuarial methods associated with?:
Estimate of future Cash Flows
Discount Rates
Risk Adjustment
Contractual Service Margin
Level of Aggregation
Embedded Guarantees
Premium Allocation Approach
Insurance Contracts with Direct Participation Features
Fmancial Guarantees

Has the FRI performed a Qualitative Assessment of IFRS 4IFRS 17

Has the FRI performed a Quantitative Assessment or proforma Financial
Statements of IFRS 4IFRS 17 7

Has the FRI performed an TFRS 9 Tmpact Analysis on Classification and
Measurement of Financial Instruments?

Have changes to source systems been examined?

Has the FRI designed and delivered training to staff including identifying
changes in accrual processing?

Has the FRI reviewed and determined the impact of IFRS 17 on the regulatory
capital ratio (LICAT or MCT)?

Other items of note for discussion

Qualitative discussion (if necessary) of project:

W =-7 s £ X2ABHFL L (progress report)
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T MR ARG AN

Pk T2 f f3®W 22 5 CALM(Canadian Asset Liability

Method) » @ % % f 3% * 7 2.7 #4 IFRS 17337 & =

212 IFRS17 # % 3 A % o CALM p 4o

(C)EEEH R ENE FRMATL 2 o

(2) #7277 A IR R T RIT AL L § o

(Z) FERI T B ¥ §¢m¢ma;ﬁ§%

(=) &2 p H&(Iterative process) : A F h4sF A @ HE 4§
FMENELF o

() FG L9 FT5 IFRSFAPBFELSFTARE -

() FH* 2P > PIF ARG 2R ENE

E LB PEBRLZTE D FEY BN T &

CTE(60) % CTE(80)# I p 2 fi

AEh 'GP F i

e £ A TEEEY IA AGESI 52 8)drspH 22 ;ug:-f;

IFRS 17 T2 mh %1% » @ &

7 OERE -

ek f R mRETIF R CALM Y HE 2 E R

P 4o

(-)0~20&82 ZRh %G JIFETFRPFARSGD FJIFd &R
iz R 5 -

(z) %60# 2 L HERBR'GIIF - HP e EHEF A
T2 B K ERRE T PSP B OE (ultimate risk-free
reinvestment rate-median) o

(Z) 540 b %15 » £°$20E 2 $60E & b %15 4
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L, %20 2 560 €~ %5 30% 2 70%

() %$20~40# & b '& fI F & * 20# 2 40 # 2 32 3 & 47
(Uniform transition) - 40~60-% ¥ & B *& §| 4 * 40& 2
60-F 2_ 32 3 #&47 (Uniform transition) -

Fa At RiEFL mbeflFd LICAT Bl SRR I

EB (P ZER)ZPASHRZAR G FrEY 24

RV ] I

(=) 4 % D4 £ & FT o o 4] 5 (spot rates for
Government of Canada bonds) > ® & % ¥ # |
(Ultimate Interest Rate, ™ = i #£ UIR) % 4.5% -

(=) %~ 2 MW E X I d ] Z (spot rates for applicable
United States treasuries) » ¥ & % & 4] 5 (UIR) 3
4.5% o

() &8 mRLIEAEGF S I F(spot rates for United
Kingdom sovereign benchmark bonds) > ® & % ¥ g 4| 5
(UIR) 54.5% -

(z) % ~(* 7 # W) : 46 BscRr= § T8 4] 5 (spot rates for
Government of Germany bonds) - ® & % T # ] F
(UIR) 52.8%r# {1z -

() P =~ p >pchra § i) 5 (spot rates for Government
of Japan bonds) > * & % F#H 415 (UIR) % 1.0% -

() B wia] pE Ao

LICAT 2 &8 & b "% fI 352 Mo

(=) %0220 > gh*afi5H* 7 FaoFL @b & THl

% o
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() 205 70# 2 F¥ » & b %ﬁqg: 208 & B G 2
UIR $# * M IEAT 2318 o

(2) #7022 & p > ghsfIFH* UR-

LICAT 2 pb-k € & 4cT :

(-)0#& 220# » Rb-k 5 ¥ &7 32 T iopk-k2 90% -

(=) $20# 2 70& 2. B » phok 12 $ 204 2. 3 3T 39pk-k 290
% % 80bps 4 * MM 2 -

(Z) $70& 2 5 # & » pbok ¥ 580bps -

(z) H° %0320 FF 3 H-T3opk-k 343G p F'g o 7
PTPEZ JFT R S AL R TR SRR
&R
1.3%4p 8¢ 7 BBBR { Bz 27 F % o
2. Gt » R FEFE Y RE AL MG X T R

% B> F o7 £ 4 # (sector distribution) & £ -

CHEEE SrERSNENCE U A <

mi

N

g dlRIr R
PR ggiﬁljiiff‘ﬁ\ﬁ A B4R ZF kI g3 (Swiss
B (FINMA)# 2 b

—\1\«

GAAP FER)*F *& = & 2R v E RS FE B
e S

o 1983 & v > 3 L ¥ (Commercial Law)R §# & =
AP ERL CGAAP 2 T A R A8 EZ 42 REIBL
TS R &R RS Y FT) o ted 21984351 ¢
33 ¥ 2 Rk A £ ¢ (the Foundation for Accounting and
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Reporting Recommendations, FER )2 i ~ 38 4 GAAP 3 A&
#ooFleapr o H BN 2P 2 €3 # R (Swiss GAAP FER) -
pLERIE I B A R T A ERIN- F g2 0 F o

p1990& Azt XAl NP e Bonig * IFRS %@sp 4 > e o

R A GER)JEY cF P 2T agF D P FHRYE
EEFFE A > H B Y3 1* IFRS ~ Swiss GAAP FER # - i
oo FFRIRANBELIFZ AR F B LELIE

T BRARE2 2P 5 7 uFid * US GAAP % 3R £ o

= A
Swiss Solvency Test (SST) % 55 1.3t d ~2006# 42 F *5 2. & 12
F#& » RAIY pe &R Solvency Il 284 » SST ™3 R RII2E
WARFY BT AL R R - k2R
TIEs MR T p 7 2008 F A2 0 B P TR :E—Kég;ﬂ
SSTipl3# » & ik SST 2 vt F X ¥ 8 F P ip R 2 E 127
#:3 o
SST “fir® b 'afF > g0 7 b FlF e T
bearing capital, RBC)esg #s 2 & - * M X472 2 £ F § F
o 2 B

|

-\\

5 3

it

™

-

B % 7 & (risk-

2 « RBCo- MVM, /(1474 1)

TC
s MVM % Market Value Margin:rg; 5 - 8 &k & 15 -
3 ALt iRtk i% degh > SST v Fif 100%2 ¢+ 3 iTﬁz(Green Zone) ~ SST ++ & 43 100%% 80% % ¥ % (Yellow

Zone) ~ 80%% 33% = # % (Orange Zone)!t % 33% ™ 5 ‘= % (Red Zone) °
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RBC = & % &% % - &2 F A& (market-consistent value){-47 31
f¢ & & % 3+ (the discounted best estimate) f & 2. & e % 3f o
RBC &2 MVM {— #p2 15 > ¥ 3¢ 2 B (40 ™ B 977 o
> # RBC<O: RIFA<E G e ifm3t
> #0<RBC<MVM - R|§ # e it o3t <FT A< § e
% ;% MVM<RBC - Rl § 2 i G#<FA o

Risk-bearing  capital,
A MVM<RBC =»Market Ialue of liabilities< Assets
0<RBC<MVM
PS => Best estimate of liabilities<Assets<Market value of liabilities

=—==Market value margin, MVM
> T

TO T1=TO+12m

RBC<0=» Assets<Best estiI1ate of liabilities

W = -8 MVM 4r RBC B %5 R, W

NI

I

¥ L & @S FE F g LA (Swiss Financial Market
Supervisory Authority, FINMA) #12 # 2. %% 4R 2 » & =~
2013# 1 & ~2016# 2 £ B U BMMEG ER G 7 0
FRferd - At > A BRBAZREFHEZIRERS

7 o
T~

210



= group life occupational # Classical individual captial insurance
™ Classical individual annuity insurance 11 Unit-linked life insurance
= Life insurance linked to internal investment position M capitalisation and tontines

& other life insurance segements W health and casualty insurance
100%

50% ifffifififi
80%
70%
60%
50%
40%
30%
20%
10%

0%

2013 2014 2015 2016

W =-92013-2016& L A% P &%

A E 20145 & ~2016E L A% B T kg Ear

ARNCR N S BN R PSR AN SR S 1Y
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fire and other property damage Motor Vehicle

"+ General Liability Pecuniary Loss

W Marine,Aviation and Other Transport M Frieght

= Accident and Health

I=q

777/ 7/ 7777

22.93% 22.91% 22.75%
15.88% 15.70% 15.47%
2014 2015 2016

W =-102014-2016# L A G F &%

Eid TR IFRS 172 75

Flzag L REH MR T IFRS ~ Swiss GAAP FER # US GAAP -
deh kA g HliRGEF @ IFRS17

2h eI TS

& ~2016# - 52 %+ Solvency Il 2 & b % F|F & Sia s
Firez® > X g HEE A FINMA) TR T2 7~
WS IE PR E

$E AR EETR LA

5 20004 4738 4 i e frie R IF > B A BB RG O P
BER'%S o rpd iRrs T %R (The Federal Office of

ERTRE Y-t | R Sl
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Private Insurabnce, FOPI)*+ & f 5 B F Mo & * &0 @
e d 2 Tm® g > 3§ <2003 # % & Swiss Solvency
Test(SST) » & p & ~ 2006 4= F *5 o

SST Y 9% # 2 2 Fah U ¥V RIEGL'G 5~ > =B X
B EGIRFERT2ZHET BEEL G St b g E(risk
margin) > %k "G iEE2 A AR § >t SST ¥ 2% B B %
(market value margin, 2T £ MVM) o @ MVM 1§ & =
& ;% (cost of capital, CoC)2- = ;%35 » 7 F AR 5 B hind |t
™ A o

b vEEMHE Y IFRSL7 > A A * 2 27 1)

\\\?{r
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PHATHFEEL R - - LERT > FhGTR
2 v | SST B3 ™ wfl B 2 B3k o
Solvency Il ~SST 2 IFRS17*F A f & % 2 ' &

Ft‘
E:0y
e
o
k]

Solvency Il ~ SST 2 IFRS 172 3 A & § i B 4™ Bl 97T o
ZHZFASSH - ®)MEFTA > @ Solvency Il 2 SST 2
FEERUARRENEEER 2 A#SIFRS LT 2 | §
BHBUARRETEZ A B A#H -
VEREBEAHSFEARRERE 2 At 2 F o B
IFRS177 » A5 2 15 RALFIBEF B> f f > 2 3%
BRI B T RINEE o & IFRS 172 § f &
¢ 7 CSM -

fdrd 2009 ERIANARTEILE CFOP] 2 R FRHLH L FELRERBE HL ART SR
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B IAIG S 3 (4P M F %) vz § LfolF s
EN
Bk IAIS B E Rl H b R 2k 2 phok s
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413 & FRREKRETR

Currency All data (1997 — 2017) EXC'“(gg/‘zgoozi_%%?z"é%g)cri“s
CAD 85 69
CNY 68 N/A
EUR 41 37
GBP 66 60
IPY 7 6
KRW 46 39
MYR 143 142
SGD 35 N/A
THB 48 N/A
USD 106 98
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2 LMY LTFR 33 T3

e BLRL 5 IR R (M EF) LTFR

AUD ph R FCREe 30 3.8%
BRL A o Fopra 10 7.0%
CAD R A FCREe 30 3.8%
CHF Tk an 2 4 & 20 2.8%
CLP A 2 R SE 10 5.0%
CNY Ao FORFA 10 6.0%
COP kLR T HEFF 10 6.0%
CzZK PR 2 e % 15 3.8%
DKK LA 2 e & 20 3.8%
EUR B~ 2 )% 20 3.8%
GBP i % 4 & 50 3.8%
HKD B L e & 15 3.8%
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2 15 BHFIAPEIZVR

Three-Bucket Additional Discounting Methods
Approach Blended OAG 2.0 Risk-free
Liability 3 2 2 1
segmentation
(buckets)
Portfolio Own Assets/ Own Assets/ Own assets/ N/A
Composition WAMP/ Representative Representative
Representative portfolio per portfolio per
portfolio per currency currency
currency
Default Risk Correction Risk Correction Risk Correction N/A
Deduction
Scope of Assets Only eligible Only eligible All assets except N/A
assets assets cash/ Only
eligible assets
Quantitative ICSRC4 ICSRC4 ICSRC4 N/A
Guardrail
Application 100% (Top) 100% (Top) 100% (OAG 2.0) N/A
Ratio 90% (Middle) 65% (General) 80% (General)
80% (General)
IAIS # ez FTA 2 p RSB BWL EFAFLE
FH RAFRGFL R RENT L
2 16 AFRBANFERFEAP
Provided by IAIS Calculations by Volunteer Group to
derive adjusted yield curve
Risk-free Risk-free yield curves None

General Bucket
(Three-Bucket/Revised
Blended/OAG 2.0)

Risk-free yield curves
Adjustment by
currency/jurisdiction based on
representative portfolio

None

Middle Bucket
(Three-Bucket)

Risk-free yield curves

Set of adjustments based on
currency/jurisdiction, asset type
and rating Risk corrections by
asset type and

rating

Calculation of the average riskcorrected
spread on the basis of the firm-specific
weighted average of representative
portfolios
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Provided by IAIS Calculations by Volunteer Group to
derive adjusted yield curve

Top Bucket (Three-Bucket/
Revised Blended/ OAG 2.0)

Risk-free yield curves Calculation of the own riskcorrected
spread on the basis of the Volunteer
Group’s own asset earning rate —fisk
correction based on IAIS specification
for WAMP

(=) MOCE
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C — MOCE = cost of capital

( catial requirment(t) )
*
(1 + discount rate)"t

t=0
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ICS field testing

K-ICS 1.0
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ICS field testing

K-ICS 1.0
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ICS field testing

K-ICS 1.0
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ICS field testing

K-ICS 1.0
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» A - l{ P
s R REE XY
G4 p NAIC J0men AGA3® %T7F » % TiF ¥ 2 & w4 vt (Clearly
Defined Hedging Strategy) ez & > & % 4 :

“Clearly Defined Hedging Strategy. The designation of Clearly Defined Hedging

Strategy applies to strategies undertaken by a company to manage risks through the

future purchase or sale of hedging instruments and the opening and closing of

hedging positions. In order to qualify as a Clearly Defined Hedging Strategy, the

strategy must meet the principles outlined in the Background section of the Guideline

(particularly Principle 5) and shall, at a minimum, identify:

a) The specific risks being hedged (e.g., delta, rho, vega, etc.),

b) The hedge objectives,

c) The risks not being hedged (e.g., variation from expected mortality, withdrawal,
and other utilization or decrement rates assumed in the hedging strategy, etc.),

d) The financial instruments that will be used to hedge the risks,

e) The hedge trading rules including the permitted tolerances from hedging
objectives,

f)  The metric(s) for measuring hedging effectiveness,

g) The criteria that will be used to measure effectiveness,

h) The frequency of measuring hedging effectiveness,

i)  The conditions under which hedging will not take place, and

J)  The person or persons responsible for implementing the hedging strategy.

The hedge strategy may be dynamic, static, or a combination thereof.

It is important to note that strategies involving the offsetting of the risks associated

with variable annuity guarantees with other products outside of the scope of the

Guideline (e.g., equity-indexed annuities) do not currently qualify as a Clearly

Defined Hedging Strategy under the Guideline.”
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