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Comparable

Transparent

Clear 
sources of 

profit

Suitable 
health 
check

IFRS 4:  interim 

measure, flexible



* Insurance contracts, not insurance companies

* Recognise profits over term of contract / take losses upfront

* Appropriate grouping of contracts

* Detailed disclosures

* Will require input from a range of stakeholders



• Unearned profit

Contractual Service Margin (CSM)

• Contracts expected to make losses

Onerous

• Current value of net cash flows adjusted for risk

Fulfilment cash flows

• (Start &) end of contract term, when premium rate can be 
changed

Contract boundary



* Measurement

Risk adjustment

Present value of 

cash IN-flows

Present value of 

loss

Present value of 

cash OUT-flows

Onerous –

recognize loss 

upfront
Contractual 

Service Margin

Risk adjustment

Present value of 

cash OUT-flows

Present value of 

cash IN-flows

Measurement



• Typically, long-term 
contracts

• Building block approach
General 
model

• Conditions must be met

• One year or less

• Simpler, but still 
different from IFRS 4

Premium 
Allocation 
approach

Variable 

fee model



* Contract grouping requirements

* Roll forward and re-measure each year

* Level of detail for disclosures

* Transition approach – full retrospective application

* Business impacts

Less of an issue for short-term

Simplifications allowed



Dec 2020

• Starting 
balance sheet

Dec 2021

• Comparative 
income 
statement & 
balance sheet

Dec 2022

• Full IFRS 17 
reporting



Difference between                                                                               

expected and actual 

cashflows (Variance)

Insurance Finance 

Revenue/Costs

Increase in net liability

IFRS 17 profit / loss

Release of CSM (Profit)

Release of Risk Adjustment 

(Compensation for Risk)

Economic experience 

variances

+

+/-

+

Current IFRS 4 profit / loss

Revenue

Premium Income less change in premium 

provisions

Actual claims / expenses

Actual net cash outflows during the period

Increase in actuarial and claim reserves

Investment income

Actual investment earnings on assets backing 

net liabilities

+

-

+

-

Release of Deferred 
Revenue Liabilities

+/-

Financial 
Implications of 
Insurance Contracts

Investment income+

+/-



1. Explanation 
of recognised 

amounts

The amounts recognised in F/S that arise from 
insurance contracts

2. Significant 
judgements

The significant judgements, and their changes

3. Risks
The nature and extent of risks that arise from 
insurance contracts

New IFRS 17 

requirements

Some requirements 

brought forward 

from IFRS 4

Most requirements 

brought forward 

from IFRS 4

Disclosures overview – quantitative & 

qualitative
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• IFRS 17 IS AN ACCOUNTING 
STANDARD RELYING ON 
ACTUARIAL CALCULATIONS

 ALIGNMENT OF FINANCE, 
ACTUARIAL AND IT 



GAP ANALYSIS

• System

• Processes

• Resources

IMPLEMENTATION 

COSTS

SEGREGATION OF CONTRACTS

AT INCEPTION

DATA

• Collection 

• Storage 

• Analysis

SYNERGY


