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Ask a question
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VAT Changes in 2015

To ask a question

Click on the Q&A button in the bottom toolbar to 
open the submit question prompt. 

Type your question and click send

NOTE: If you wish to ask your question 
anonymously check the send anonymously box 
shown on the illustration.
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General observations and reflections
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1. Re-cap of IFRS 17 measurement model
2. How do the IFRS 17 disclosures look?
3. Practical challenges
4. Accounting topics
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Re-cap of IFRS 17 
measurement 
model



What a journey to 2024!

April 97: 
IASC 
starts

2019: IASB 
Amend to 
IFRS 
17 ED

1999: IASC 
Issues 
Paper

2016: IASB 
Amend 
IFRS 4 for 
IFRS 9

2002: IASB 
split project into 
2 phases

March 04: 
IFRS 4 issued 
(from 1 Jan 05) 

2010: IASB 
Exposure 
Draft

Oct 08 to Feb 14: Period 
of IASB and FASB 
attempted convergence

2007: IASB 
Discussion 
Paper

2018-19:
IASB TRG

2001: 
IASB 
DSOP

2013: IASB 
Limited Re-
Exposure 
Draft

June 20: Amend 
IFRS 17 issued 
(from 1 Jan 23)

May 17: 
IFRS 17 
issued (from 
1 Jan 21)

Nov 21: 
EU endorse 
(one change)

16 May 22: 
UK endorse 
(no change)

Dec 21: IASB
amend IFRS 
17 for IFRS 9 
comparatives

1997 2002 2007 2012 2018 2024

Aug 23 & Mar 
24: Insurers 
reported under 
IFRS 17 for the 
first time



Re-cap of IFRS 17 measurement models*

Why is it needed?

Types of contract

Default model for all 
insurance contracts

• Annuities (immediate / 
deferred)

• Long-term and whole 
life insurance, protection 

business, including 
funeral plans

• Reinsurance written 

• Certain general 
insurance contracts

To simplify for short term 
contracts with little 

variability 

• General insurance

• Short-term life and 
certain group 

contracts 

To deal with participating 
business where payments to 
policyholders are linked to 

underlying items like assets

• Most UK with-profits and 
unit-linked insurance 

contracts

Mandatory? Mandatory Optional Mandatory

General model
Variable fee 

approach
Premium allocation 

approach

* Distinct investment components, 
embedded derivatives and distinct non-
insurance goods & services are separated 
from insurance contracts and measured 
under other IFRS standards. Typically, rare 
in practice.



IFRS 17: General model – What is the flow to P&L?

Profit or loss
(insurance service result)

Contractual Service Margin (CSM)

Profit or loss 

(insurance finance income
or expenses)

Probability weighted 
discounted expected 
present value 
of future cash flows

(best estimate liability)

+ Risk adjustment

F
u

lf
ilm

e
n

t 
ca

s
h

 f
lo

w
s

C
h

a
n

g
e 

in
 e

s
tI

m
a

te
s

(e
.g

. 
n

o
n

-f
in

an
ci

al
a

ss
u

m
p

ti
o

n
s

)

Time value of money and other 
assumptions related to 
financial risk 1

Release of CSM

Release of risk adjustment 2

Interest accretion
at inception rate

Experience adjustments 3

Balance sheet

(insurance contract liabilities)

Income statement

1 Accounting policy choice: (1) recognise all in profit or loss; or (2) OCI for changes in discount rate.
2 Choose whether to disaggregate change in risk adjustment for non-financial and financial risk
3 Not all experience adjustments are recognised in profit or loss. Experience adjustments for premiums related to future services adjust the CSM.

Variable fee approach (VFA): In the VFA most movements over a period unlock the CSM (at current rates) and so the impact is spread over the coverage period, 
whereas in  the GMM, financial assumption changes/variances are recognised immediately in the P&L. A notable exception is where the Risk Mitigation Option is taken. 



PAA Contracts
Optional model for short term contracts

● Optional simplified model for future cover based            
on premiums.   

● Permitted for short duration contracts (period of cover 
<= 1 year) or where ‘would not differ materially’ from 
the General Model (LFRC only).

● ‘Would not differ materially’ does not apply when entity 
expects significant variability in the pre-claim cash 
flows.

● Incurred claims liability (including IBNR) calculated in 
the same way as for the General Model.

Premium less 
acquisition costs

Risk Adjustment

Discounting 1

Best estimate
of fulfilment 
cash flows

Expired risk =
Liability for incurred 

claims (LIC)

Unexpired risk =
Liability for remaining 

coverage (LFRC)
1 Additional simplification excludes discounting where cash flows are 
expected to be paid or received in one year or less.



How do the IFRS 
17 disclosures 
look?



Income Statement
(L&G FY23 example)

Insurance service result (non-financial)

• Insurance Revenue, reflects the consideration to which the entity expects 
to be entitled in exchange for the provision of services arising from the 
groups of contracts issued.

• Insurance Service Expenses, reflecting the actual claims and expenses in 
the current period

• With this additional line for reinsurance on the above items - Net expense 
from reinsurance contracts held

Insurance finance result (financial)

• Insurance finance income or expenses (IFIE), reflect the changes in the 
carrying amount of the group of insurance contracts that relate to 
financial risks. IFIE comprises the effect of the time value of money (i.e. 
accretion of interest on all of the fulfilment cash flows and the contractual 
service margin) as well as the effect of financial risk and changes in 
financial risks.

• With this additional line for reinsurance on the above items - Finance 
income from reinsurance contracts

Source: https://group.legalandgeneral.com/media/o4harb42/legal-and-general-2023_annual-
report-and-accounts.pdf



Balance Sheet
(L&G FY23 example)

• Reinsurance contract liabilities has been split from insurance contract 
liabilities for IFRS 17.

• Insurance and reinsurance contract debtors and creditors are no 
longer separately visible in the balance sheet.

Date
14

Source: https://group.legalandgeneral.com/media/o4harb42/legal-and-general-
2023_annual-report-and-accounts.pdf



This note discloses the reconciliation from the opening to the 
closing balances of the LRC (liability for remaining coverage) 
and the LIC (liability for incurred claims).

● IFRS 17 requires a reconciliation of any loss component within the LRC 
separately from reconciliation of the LRC excluding any loss component

● This is shown separately for contracts issued and reinsurance contracts 
held and by product line

● This is because the liabilities under IFRS 17 need to show whether a 
claim has been incurred and the existence of any loss component: LIC, 
LFRC excl. LC, and LC

● The blue box shows that most of the IFIE for L&G is driven by the 
annuity business (5,841 of the total 5,830 IFIE). This is mainly because 
the protection business adopts the OCI option.

NB: Note 20 also includes the same tables for reinsurance and Protection business but we have 
used included Annuity insurance contacts as an illustrative example. 

Insurance Contract Notes (L&G FY23 example)
Annuities – Insurance contracts issued
Reconciliation of the liability for remaining coverage and the liability for incurred claims

Source: https://group.legalandgeneral.com/media/o4harb42/legal-and-general-2023_annual-
report-and-accounts.pdf



FRC thematic review of HY23 IFRS 17 disclosures
15 November 2023

“Overall, we were pleased with the quality … however we did identify areas for improvement and believe almost all companies within our sample [of 10] could make 
improvements …”

Review focused on the adequacy of disclosures & not 
reasonableness of assumptions/ methods, across: 

● Transition
● Accounting policies, judgements & estimates
● Measurement: cash flows, discounts rate, RA & CSM
● VFA & PAA eligibility
● IFRS 9
● Alternative Performance Measures (APMs) etc.

Over 50 findings classified as follows:

Further thematic to be performed on FY23 disclosures.

Areas of ‘omission’ included:

Transition: “While it was clear which transitional approach had been used & why, 
quantitative information was not always provided to fully explain the impact …”  
and “Nearly all the companies that applied the FV approach on transition did not 
explain the key judgements, assumptions & valuation inputs …”

Granularity: “… we recognise that the disclosure requirements for interim … are 
not as detailed or prescriptive as those for [full year], the lack of disaggregation 
meant that the full extent of the impact of IFRS 17 was not always clear.”

APMs: “Several companies …  did not explain how the use of APMs had changed 
[on adoption] or disclose the impact on the value of APMs, or on trends ...” 

Tax: “Most .. did not explain the tax impact of the adoption of IFRS 17. … Where 
the effect is material, we expect companies to adequately explain the key drivers 
impacting the current and deferred tax balances.”

Source: https://media.frc.org.uk/documents/IFRS_17_Insurance_Contracts_Interim_Disclosures_in_the_First_Year_of_Application.pdf



Practical challenges



Data challenges

• IFRS 17 introduces significant  
new data requirements, including 
more granularity and requiring 
accounting and actuarial data to 
be aligned.

• Data gaps and quality issues 
were identified by some insurers, 
plus end-to-end data flows were 
often manual. 

Control framework weakness

• Control environments were often 
being developed in parallel or 
after system develop and were 
typically immature and not 
embedded.

• Due to the tactical workarounds, 
automated controls were not 
being executed - increasing risk 
and adding time pressure to the 
working day timetable (WDT).

WDT slowdown

• Insurers aimed to maintain their 
pre-IFRS 17 WDT but saw a 
deterioration due to the 
operational, data and control 
challenges. Some reporting 
dates were scheduled later.

• Slowdowns were across the end-
to-end process, including 
actuarial models, CSM 
calculations and production of 
disclosures.

People challenges and 
increased costs

• Many business as usual (BAU) 
employees have not been 
brought along the IFRS 17 
reporting journey and are often 
not sufficiently trained to run 
the new processes. 

• Some insurers are continuing 
to draw on external resources 
to augment existing BAU 
teams. 

IFRS 17 practical challenges

Operational complexity & 
manual activity

• Using strategic IFRS 17 systems, 
which are fully integrated end-to-
end, was a challenge for some 
insurers. 

• As a consequences, this has led 
to a proliferation of tactical 
manual workarounds for some 
insurers. 

• A post-implementation review will help 
develop a realistic remediation plan. 

• Remediation efforts will be unique to 
each insurer, its architecture, ways of 
working and long-term ambition.

• Understanding the source, materiality 
and downstream impact of data defects 
is an immediate action.

• When focusing on how to address 
these data challenges, insurers are 
balancing efforts between finance 
transformation and IFRS 17 
remediation. 

• Reflect on the quality and effectiveness 
of controls, to critically inform how to 
improve accuracy, efficiency and 
auditability.

• Insurers are focusing on processes 
leading to the most material issues 
when prioritising controls. 
Implementing end state architecture 
will help improve control quality.

• Review technological capabilities such 
as AI, to improve workforce productivity. 
In parallel, insurers are reviewing their 
finance structure, including roles and 
responsibilities to optimise processes 
and address resource challenges.

Post implementation review Improve data integrity Enhance control framework Assess new capabilities

Potential next steps

Practical challenges



Accounting topics



Technical

● Transition approach (Life): Insurers needed to decide which 
transition approaches (FRA, MRA and FVA) were appropriate for 
the various groups of contracts; and then significant judgements in 
application (e.g. fair value calibration). The day 1 equity impact on 
adopting IFRS 17 can be significant.

● CSM emergence for annuities (Life): The most debated topic for 
UK annuity writers. The approach for immediate annuities was 
confirmed by IFRIC, but judgement remained for deferred annuities.

● PAA eligibility (Non-Life): The most debated topic for non-life 
insurers, in particular, the  granularity of the test and the judgmental 
nature of the ‘does not differ materially’ threshold.

● Discount rates (Life & Non-life): Insurers needed to determine 
which discount rate assumptions to use, i.e. choosing an 
appropriate illiquidity premium for annuity (top-down) and other  
business (primarily bottom-up).

● Risk Adjustment (Life & Non-Life): Determining the 
‘compensation’ the insurer requires for non-financial risk is a new 
concept in IFRS 17 (compared to more opaque allowances for risk 
in IFRS 4). Different methods were used.

Reporting

● Adjusted operating profit (AOP): Insurers have made 
adjustments to the definition of AOP (a key Alternative 
Performance Measure) following the introduction of IFRS 17.

● Combined operating ratio (Non-Life): Since there is no 
standard method of calculation, insurers have used varying 
definitions to calculate the IFRS 17 combined operating ratio 
(COR).

Key IFRS 17 technical and reporting topics



What was the impact on adopting IFRS 17 for UK life insurers?

% of net of reinsurance CSM at transition by method1

Source for all charts: Analysis and interpretation of selected life insurer disclosures at HY23 including earlier public announcements. There were no significant revisions at FY23 to revise this analysis
is1 FRA: Fully Retrospective Approach, MRA: Modified Retrospective Approach, and FVA: Fair Value Approach.
* Actual is 58% (FRA) & 42% (FVA). However, in the chart (and as presented by Phoenix) amounts relating to ReAssure acquired in 2020 and fair valued at that date are presented as FVA (rather than FRA). 

Adjusted equity at FY22 (£bn) 

● Directional impact on transition to IFRS 17 are as 
expected.

● Hard to assess the relative size of the impact as it 
depends on size/age, organic/acquired contracts, 
transition method, calibration of fair value (where 
applied), size of IFRS 4 prudence margins etc.

Change in equity at 1 January 2022 (transition) (£bn)



CSM emergence for annuities

It is difficult to compare the release of the CSM due to the various factors driving the patterns, 
e.g.:

● Age of business and mix of immediate/deferred annuities.
● Amortisation approach, notably weighting of services and rate to discount.
● Level/type of reinsurance.
● Disclosure approach (e.g. aggregation of business lines, treatment of interest accretion).

Source: PwC analysis and interpretation of FY23 and related external disclosures

PhoenixPICM&GRothesayAvivaJustL&GComponents

‘Consistent level of 
service’ on transition

Same ‘value’ across 
phases 

Not disclosed‘Target’ CSM‘Target’ CSM‘Equivalent’ service‘Target’ CSMWeighting
between phases

● CSM represents the unearned profit recognised over the life of the contract and is released with coverage units that reflect the benefits provided.
● For immediate annuities, the CSM is calculated and released based on the pattern of annuity payments, as clarified by the IFRIC.
● For deferred annuities, there is key judgements in weighting the services between the deferred and payment phases.

Net of reinsurance CSM release for annuities (FY23)



Possible impacts

Key judgement in assessing PAA eligibility

Factors to Consider

Contract boundaries under IFRS 17 
(different to current standard and 
Solvency II).

Variability in your expectation of the 
present value of future cash flows.

No definition of ‘material’
or ‘significant’.

Decision tree

Decision tree

Decision tree

Decision tree

Is the coverage period one year or less? Yes

No

PAA is 
automatically 
applicable.

At inception, would the PAA (LFRC only) 
differ materially from the GMM?

Is significant variability in the fulfilment 
cash flows expected (which may affect 
the measurement of the liability for 
remaining coverage during the period 
before a claim is incurred)?

No

?

May be possible 
to construct an 
argument that 
PAA is eligible. 

More challenging 
to construct an 
argument that 
PAA is eligible. 

All (re)insurance contracts with 
coverage period of one year or 
less.

Property damage type multi-year 
policies of 2 to 3 years, some 
reinsurance contracts (e.g. risk 
attaching). 

Construction, energy, engineering, 
Accident and Health, Directors and 
Officers, credit, surety, warranty 
and seasonally impacted property 
damage type multi-year policies.

Yes

Ineligible



Discount rates - life insurers

‘Top-down’ approach for annuities: 

• Yield on a reference portfolio is adjusted to reflect both the expected and unexpected default risk, but no requirement to adjust for liquidity differences.

• Significant judgement is required to select the reference portfolio (e.g. actual asset vs. target mix) and over the allowance for default risk.

‘Bottom-up’ approach for non-annuities: 

• Commonly used for with-profit and protection contracts. 

• Starts with a risk-free rate curve to which an illiquidity premium is added reflecting the liability-related illiquidity, and is key judgement.

1%

3%

5%

Non-Annuities: FY 23  illiquidity premium 

Illiquidity PremiumInsurer

With-profits: c. 30-50 bps
Protection: c. 30-40 bps

Aviva

Protection: c. 75 bpsL&G

With-profits: 47 bpsM&G

With-profits: 20 bps / 107-173 bps 
(liquid / illiquid)

Phoenix

Annuities: FY 23 (implied) illiquidity premium

Illiquidity premium (bps)Insurer

c. 170-180 bpsAviva

c. 210-215 bpsJust

c. 160 bpsL&G

c. 168 bpsM&G

173 bpsPhoenix

c.160 bpsPIC

141 bpsRothesay

Source for all charts: PwC analysis and interpretation of FY23 and related external disclosures

2023 locked-in rates for annuity fair value cohort



Source for all charts: PwC analysis and interpretation of FY23 and related external disclosures

Yield curves range by duration

Discount rates - non-life insurers (UK & EU)

In our sample, all insurers used a ‘bottom up’ approach. The illiquidity premium was typically estimated based on adjusting market-observable liquidity premiums in 
financial assets.



Risk adjustment

Risk adjustment percentile

‘To ultimate’ view‘1 year view’ viewInsurer

68th (HY 23: 70th)Not disclosed (HY 23: 85th-90th)Aviva

Not disclosed for UK business75thHSBC

70thc.90thJust

70th90thLBG

c.75th85thL&G

60th75thM&G

61st (Gross)80th (Gross)Phoenix

70th (HY 23: 68th)85thPIC

Not disclosed75thPrudential

65th91st (HY 23: >90th)Rothesay

Source for all charts: Analysis and interpretation of selected life insurer disclosures at FY23 including earlier public announcements

1 The ‘Multiple’ risk adjustment confidence level category includes companies that have not disclosed an overall confidence level but have instead disclosed different confidence levels for different parts of their business. 

Life insurers Non-life insurers (UK & EU)
RA confidence level disclosed (number of companies) 1

• A range of methods were adopted for life insurers, with a value-at-risk approach the most common. For Life insurers, this is often applied as margin to the best 
estimate cash flows for modelling purposes. At FY23 most life insurers disclosed both the 1-year and ultimate view percentile, and with most not making changes 
to the disclosed percentiles since HY23.

• The approaches used for GI business were more varied, with a confidence level approach and cost of capital approach being the most common approaches. The 
GI confidence level disclosures were also more variable (e.g. range vs point estimate, time horizon, gross vs. net, incurred vs. total claims etc.).

• The key judgement across both life and GI companies related to the calibration of the compensation that insurers required to take on risks, which was often linked 
back to pricing and capital allocation metrics.



Mixed approaches to expense cash flows

• For some insurers the IFRS 17 expense cash flows are similar to those in 
IFRS 4 and Solvency II, while, for others, the IFRS 17 expenses are less.

Adjusted operating profit

• Two separate schools of thought on the treatment of the CSM, with some 
insurers excluding the impact of the CSM in AOP.

• Certain adjustments remain unchanged (e.g. long-term expected returns, non-
recurring costs) albeit the application may be different in IFRS 17.

• Common to adjust for certain IFRS 17 mismatches (e.g. due to the locked-in 
CSM and non-profit business in with-profit funds).

Other observations - life insurers

Classification & options

• Whilst with-profit and unit linked insurance products are typically VFA eligible, 
a few insurers use the general model for products with certain guaranteed 
annuity terms.

• Some insurers reclassified hybrid unit-linked contracts to IFRS 17.

With-profit approaches

• All insurers recognised equity within with-profit funds on transition to IFRS 17. 
This was previously part of the unallocated divisible surplus liability.

• Potential differences between open and closed with-profit funds in the 
definition of underlying items and the variable fee, the treatment of the 
estate and how mutualisation is allowed for.



Combined operating ratio (COR)

• Generally defined as the level of claims and technical expenses incurred during 
the period relative to insurance revenue. However, there is variability with the 
most common differences being whether the denominator (i.e. insurance 
revenue) is gross or net of  reinsurance and allowing for non-attributable 
expenses.

• All disclosed the ratio on a discounted basis whilst some also disclosed the 
undiscounted ratio.

GWP and Insurance Revenue

• Many companies disclosed GWP (and/or NWP) as a key financial metric 
although it is no longer presented as a line item in the income statement) and 
presented this alongside insurance revenue (or net insurance revenue).

OCI option for disaggregating IFIE

• Only one non-life insurer in the UK chose to use the OCI option, while it was 
more common in continental Europe.

Other observations - non-life insurers (UK & EU)

FY23 discounted COR

1 Split of loss ratio and expense ratio not disclosed 
2 Assumed to be on a discounted basis

Source: PwC analysis and interpretation of YE23 and related external disclosures



• Insurers that were already using FVTPL (fair value through profit or loss) under IAS 39 saw limited impact when transitioning to IFRS 9 
since the same approach was largely able to be justified.

• Two insurers (L&G and Just) introduced a significant asset portfolio classified and measured at amortised cost. This was to partially back 
the CSM on annuity business.

IFRS 9 impacts

Life insurers

Non-life insurers

• In the UK, the majority of insurers already used FVTPL and as this was retained on moving to IFRS 9.
• Where insurers the FVOCI (fair value through OCI) the majority have elected to take discount rate changes to OCI in IFRS 17 also. This 

is more common for insurers based in Continental Europe.



Thank you

This presentation has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information contained in this publication without 
obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted by 
law, PricewaterhouseCoopers LLP, its members, employees and agents do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in 
reliance on the information contained in this publication or for any decision based on it.

© 2024 PricewaterhouseCoopers LLP. All rights reserved. ‘PwC’ refers to the UK member firm, and may sometimes refer to the PwC network. Each member firm is a separate legal entity. Please see 
www.pwc.com/structure for further details.

pwc.co.uk
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Life observations 

Jo Clube



Life 
observations
Topics

IFRS 17 Statutory Disclosures

Alternative performance 
measures

User Feedback on first year of 
IFRS 17 reporting

Practical Challenges



• Insurance revenue

• Net financial result

IFRS 17 Statutory Disclosures

• Performance related disclosures
• Carrying amounts of insurance liabilities

• Movement of balances  

Balance sheet disclosures

Linking balance sheet and performance information
• Effect of contracts recognised in the year

• CSM emergence

• Onerous contracts recognised



IFRS 17 based alternative performance meausres

Operating value added
• Key measure of performance including future store of value generated from new annuity sales
• All annuity writers using some form of KPI to show value added, although there is variation in approach
• L&G and Phoenix focus on CSM added
• Annuity monolines Rothesay, PIC and Just are continuing with an IFRS 4 basis for operating profit – i.e. upfront 

recognition of annuity profits with CSM movement recognised below

Operating profit
• All life insurers continue to exclude economic variances
• There are differences in approach with respect to other forms of volatility

• CSM/BEL mismatch
• Reinsurance
• NP business in WP funds

Adjusted shareholders’ equity 
• Consistent definition – CSM+ IFRS equity
• Good basis for peer comparison
• Demonstrates impact of transition judgements on relative balance of CSM vs IFRS equity
• Balances out difference due to treatment of economic variances fair value P&L vs fair value OCI

Objectives of APMs are clear – but differences in approach remain

Effective market communication remains challenging



• IFRS 17 aligns better with solvency II, helping to explain 
capital position & performance, including OFG and OCG 

• CSM emergence and roll forward helpful information in 
understanding growth in life profits

• Analysis of components on FCF enable more 
transparency on reserving

User feedback on first year of IFRS 17 reporting

The good The bad

• Judgement and choices in IFRS 17 reduce comparability –
volatility remains with differing approaches to manage / 
mitigate

• Risk adjustment disclosures remain difficult to understand / 
compare

• Appropriate basis to measure leverage remains unclear 
and lack comparability

The Ugly

• Complexity drives up the cost of capital – IFRS 17 is undoubtedly complex

• UK Style With Profits does not fit well with IFRS 17 principles

• No good IFRS basis to measure value & performance of the whole business (i.e. 
investment & savings business measured under IFRS 9)



The list is long – a few examples:

• Granularity of disclosure means huge data challenge

• IFRS 17 roll forward tables – very detailed and hard to penetrate

• The CSM calculation – makes closing the books very challenging

• With Profit accounting in general

• Inter company transactions where one side impacts CSM

IFRS 17 Life Reporting Practical Challenges
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Non-life observations 

Andrew Halim



Non-life 
observations
Topics

Measurement models

Discounting

Risk adjustment and confidence 
level disclosure

Additional performance 
measures

© ICAEW 2024



Measurement models for unearned 
premium
• Premium allocation approach

- Similar to Unearned Premium Approach (UPR) 
under UK and US GAAP

- Allowing risk emergence-based earnings 
(seasonality)

- Option to expense acquisition costs when 
incurred

• General measurement model

- A single measurement model for all business

• PAA eligibility drivers of differences

- Seasonal earnings

- Discounting

- Profitability (size of CSM)

© ICAEW 2024

Source: EY survey



Discounting

Total 
incurred 
claims 
before 

discount

Claims paid

Un-
discounted 

claims 
reserve

Discounted 
claims 
reserve

Discounting
Unwind

Unwind
Unwind

Initial measurement
>Insurance service expenses

Subsequent measurement
>Insurance finance income/expenses (IFIE)

Accounting policy choices in recognising the impact 
of interest rate changes:
- Through P&L
- Through OCI

© ICAEW 2024



Example of discounting
Assume:

Incurred claims of $300m in 
Year 0

Claims to settle evenly over 
the next 3 years

Discount rate is 5% in Year 
0 and 1

Increased by 300bps in year 
2 to illustrate the impact of 
changes in discount rate

© ICAEW 2024



Risk adjustment and confidence level disclosure

• Adopted approaches

o Percentile approach combined with scenario-based modelling

o Cost of capital approach

• Confidence level disclosure is useful for year-on-year comparison but not to compare one insurer to the 
other

© ICAEW 2024



Additional performance measures

• Written premium metric

• Prior year development i.e. reserve releases (undiscounted)

• Combined operating ratio (COR)

o Discounted and undiscounted

o Net vs gross insurance revenue

o Treatment of non-attributable expenses

o Impact of retrospective reinsurance coverage and acquired business

© ICAEW 2024
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The users’ perspective

Anna Bender / Alex Rafferty



A business of Marsh McLennan

IFRS 17– RATING AGENCY APPROACH 
AND GC AS A USER
GC ANALYTICS & ADVISORY – RATINGS AND COUNTERPARTY CREDIT ADVISORY 

June, 2024

Alex Rafferty
Anna Bender



1.How Credit Rating Agencies are Adjusting 
to IFRS 17

2.Guy Carpenter as a User of IFRS 17



How Credit Rating Agencies are Adjusting to IFRS 17

47

What it means for the rating agencies and our rated clients

Rating Agency Scrutiny

Company issued financial statements, regardless of reporting standard, form the base of credit rating analysis.

 Rating agency interpretation of the fundamental principles of IFRS 17 (and changes vs IFRS 4) and what this means for the rating
fundamentals of rated companies, is of critical importance. Rating agencies will monitor, review and clarify their approach to IFRS 17
over time.

Impact on Ratings

AM Best, Standard & Poor’s, Fitch and Moody’s are reporting standard agnostic. Their intent is to assess an economic view of rated (re)insurers.
Rating agencies already contend with, and will continue to contend with, multiple reporting frameworks across their rated populations (e.g. IFRS, US
GAAP, and other local GAAPs).

 However, the four rating agencies have their individual views on how to treat items such as the CSM, the RA and other changes within
their respective capital models and rating metrics and as a result, in their overall ratings.

“Second order impacts”

The rating agencies have noted that to the extent the introduction of IFRS 17 results in “second order impacts”, these may have an impact on
existing credit ratings.

Some examples of “second order impacts” may include, but are not limited to:

• difficulties in implementation of the standard and compliance with regulatory/reporting deadlines;

• emergence of underlying trends that were not previously identifiable;

• changes to strategies, risk appetites, and business models to an extent that they can change the rating.
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What it means for us

Duty of Care

• It is our duty to select reinsurers in good financial health for our clients.

• In addition, we have a continuing duty of care to keep our clients informed of
any information which could indicate that the reinsurer is no longer in good
financial health.

• We give clients access to our proprietary platform which houses analysis
reports, financial data, credit rating information and more.

• The introduction of IFRS 17 requires us to change our financial reports –
layout, metrics and challenges comparability over the longer term – and we
need to keep up to ensure our clients have the information they need to
support their reinsurer selection decisions.
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Our team of experts is composed of former rating analysts from AM Best, Standard & Poor’s and Fitch. Together we have successfully supported dozens 
of clients across the world in their journeys to obtain credit ratings, improve ratings, strengthen and defend their ratings
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Disclaimer

Guy Carpenter & Company Limited provides this report for general information only. The information contained herein is based on sources we believe reliable, but we do not 
guarantee its accuracy, and it should be understood to be general insurance/reinsurance information only. Guy Carpenter & Company Limited makes no representations or 
warranties, express or implied.

The information is not intended to be taken as advice with respect to any individual situation and cannot be relied upon as such. Pl ease consult your insurance/reinsurance advisors 
with respect to questions pertaining to your specific book of business. Readers are cautioned not to place undue reliance on any historical, current or forward looking statements. Guy 
Carpenter & Company Limited undertakes no obligation to update or revise publicly any historical, current or forward looking statements, whether as a result of new information, 
research, future events or otherwise. Statements concerning tax, accounting, legal or regulatory matters should be understood to be general observations based solely on our 
experience as reinsurance brokers and risk consultants, and may not be relied upon as tax, accounting, legal or regulatory advice, which we are not authorized to provide. All such 
matters should be reviewed with your own qualified advisors in these areas.

This document or any portion of the information it contains may not be copied or reproduced in any form without the permission of Guy Carpenter & Company Limited except that 
clients of Guy Carpenter & Company Limited need not obtain such permission when using this report for their internal purposes.

The assessments and recommendations we make in this report are based on our professional judgment and experience with rating agencies and our understanding of the key issues 
that the rating agencies focus upon. However, because the ratings process is both complex and involves significant quantitative and qualitative evaluations performed by different 
individuals applying various judgments and weightings, we can not guarantee that our recommendations will result in a particular ratings outcome or risk adjusted capitalization score 
and within a particular timeframe.

The trademarks and service marks contained herein are the property of their respective owners.

© 2024 Guy Carpenter & Company Limited
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• Is IFRS 17 now done, or what issues do you still perceive there 
to be (whether policy or practical)? 

• How long might it take for the market to get comfortable with the 
new standard? (ie how many years before comfortable with the 
trends, or what the KPIs / APMs show) 

• How might IFRS 17 affect the insurance market?
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Questions and Answers



Did you know?
From 1 November 2023, ICAEW's revised Continuing Professional Development 
(CPD) Regulations brought in new CPD requirements, including a minimum 
number of hours and an ethics requirement.

This webinar could contribute to up to 1 hour of verifiable CPD, so long as you can 
demonstrate that the content is relevant to your role. 

Find out more about how these changes affect you at icaew.com/cpdchanges.


