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G

eneral Comments

Improved Consistency
Transparent Disclosure
IFRS16 changes for Lessee, IFRS17 significant: NZ in good position

Feasibility and Plan

Control Environment for Implementation

Data / Systems / Processes, People and Tools
Technical Details, Disclosures, Audit Perspective
Impact on Results, Business, Internal Reporting

Complexity: Timeframes, Risk and Uncertainty
Communication with Stakeholders
Insurance: New Zealand and Australia aligned (TRG)
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Leases: IFRS 16 Features

Leases: Buildings/Premises, Cars/Fleets, Equipment/Hire

IFRS16

No significant change to Lessor accounting

Changes to Lessee accounting — single measurement model
Right to control use of an identified asset

All leases onto Balance Sheet

— unless short (<12m) or small (<~ $5k)

Operating costs will reduce, Amortization/Finance costs increase (initially)
— Assets amortized under straight-line, Liabilities follow discount rate unwind

—  GAAP profit will likely reduce initially, APM: EBITDA will rise

Enhanced Disclosures
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IFRS 16 — Implementation

Preparation: Adequate Data, Systems and Tools

Some specific iIssues:
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Insurance: IFRS 17 Features

Diversity of Insurance Contracts
Timeframes
Types of Risk and Coverage
Insurance and Savings/Investment components
Regulation

NZ (and AU) accounting developments - 20 years ago (MoS for Life Insurers)

Outline of Approach

General Method Projected CashFlows (Realistic, Probability Weighed, Discounted)
(BBA) + Risk Adjustment

+ Contractual Service Margin (CSM/Unearned Profit if not-Onerous)
Simplified Method Premium based Liability for Remaining Cover plus Liability for Existing Claims
(PAA) (BBA)

-XRB



IFRS 17 - Impact and Issues for NZ Insurers

Contract Boundary and
Simplified Method (PPA)

Aggregation and
Onerous Contracts

Risk Adjustment (RA)

Bundling of Insurance
and Savings

Transition

Remaining Coverage

Reinsurance

Presentation

Discount Rate
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Contracts reassessed (risk and price), period that risk is taken into account for pricing.
Some general/commercial covers greater than 12 months.

Stepped premium, Risk only cover (called YRT, common in NZ and AU)

Can these be measured using PPA (ie a 1 year measurement period)?

Portfolio (similar/risk) and Group (Onerous/Cohort) — measurement
Nature of Insurance, Pooling and Onerous contracts.

New concept for Life/Health (& GI) contracts — market-oriented, entity risk appetite.
Various modelling approaches, including confidence levels.

Unit of Account, Coverage Units.
Contractual Service Margin (CSM) amortization.

Full Retrospective approach (with alternatives) — transition from NZ IFRS 4.
Resourcing / Impact / Detalil.

PAA method - Premiums Received (or Due).

Reinsurance to be separate to underlying direct insurance.
Quota Share (measure as contracts ceded or as “expected” contracts).

New for Insurers and Users: Premium Income => Insurance Contract Revenue.

Greater consistency — approach with limited NZ bond market.
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Disclaimer
This presentation provides personal views of the presenter and does not necessarily represent the views of

the XRB or other XRB staff. Its contents are for general information only and do not constitute professional
advice. The XRB expressly disclaims all liability for any loss or damages arising from reliance upon any
information in this presentation. The contents of this presentation is not to be reproduced, distributed or
referred to in a public document without the express prior approval of XRB staff.



