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Appendix I

QOutline of minimum requirements under GAP assessment — Phase 1A

Insurance companies are required to conduct and carry out an IFRS 17 vs. IFRS 4 gap analysis
and assessment taking into consideration all the IFRS 17 key components (as shown below) for
the following key areas:

U Actuarial methodologies and related approaches for measuring and calculating technical
insurance liabilities;

O Reinsurance methodologies and related approaches for measuring and calculating
technical reinsurance assets;

O Accounting and financial reporting; and
U IT system readiness and capabilities as follows:
» Impact of core systems (underwriting,‘claims, reinsurance etc)
* Impact on financial reporting systems (Ledgers, Chart of Accounts, Financials)

The gap assessment must cover both the financial and technical aspects of IFRS 17 as well as the
operational and organizational impacts. The IFRS 17 key components to be considered as per
above are the following:

. Financial & Technical Considerations

1) Definition and scope of insurance contracts;

2) Separation / unbundling of non-insurance components;

3) Recognition of insurance contracts;

4) Level of aggregation of insurance contracts;

5) Measurement of insurance liabilities and reinsurance assets under different measurement
models:

o General model- GMM/BBA- 4 blocks (cash flow streams, discount element, risk
adjustment and CSM) - Measurement and presentation- Insurance liabilities and
reinsurance assets — liabilities for remaining coverage (LFRC) and liabilities for
incurred claims (LIC); ’

e Premium allocation approach- PAA- measurement and presentation- LFRC and
LIC- Insurance liabilities and reinsurance assets;

e Variable fee approach- VFA- 4 blocks- (cashflow streams, discount element, risk
adjustment and CSM)- measurement and presentation- Insurance liabilities — LFRC
and LIC.

6) Determination of discount rate;




7) Risk adjustments calculation;
8) Transition approaches; and
9) Accounting and financial reporting (presentation and disclosures).

Operational and Organizational Considerations

1) Corporate Governance;

2) Risk Management;

3) Internal Control Environment (Job Descriptions, Segregate of Duties, Authority Matrix);
4) Internal Audit Methodology;

5) Budgeting & MIS reporting process;

6) Key performance indicators;

7) Awareness and knowledge among the related key stakeholders; and

8) IFRS 17 project governance.




Appendix II

Financial Impact Assessment — Phase 1B

~ Insurance companies are required to carry out an indicative IFRS 17 financial impact assessment
for the financial results ended 31 December 2020, for which IFRS 4 is adopted and used, taking
into consideration the following matters:

QO Selection of and running measurement calculation approach (GMM/BBA, PAA / VFA)
for technical insurance liabilities and technical reinsurance assets (proportional and non-
proportional treaties) for each and every major line of insurance business;

U Running sensitivity analysis scenarios for the selected major line of insurance/reinsurance
treaties and identifying the related indicative impacts on the financial year 2020 with
regards to the major IFRS 17 assumptions; and

W The above activities will be carried out by taking into consideration the main IFRS 17
key parameters such as cashflows streams of insurance liabilities and reinsurance assets,
discount rate for cashflows, risk adjustment, CSM earning patterns and other related
matters.

U The selection should cover at least 75% of the gross written premiums and must cover all
applicable measurement models.




