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Brief history of IFRS 17 and AASB 17 N

---------
ooooooooo
---------
---------
ooooooooo
---------

Project commenced 1998 — adopted by IASB on its foundation in 2000 piiiiii

2004: IFRS 4 / AASB 4 issued as an interim measure SEIEEEEE

2010: ED/2010/8 (AASB ED 201) issued for comment S

2013: ED/2013/7 (AASB ED 244) issued for comment T

ooooooooo
ooooooooo
---------
---------
---------

2017: IFRS 17 issued — initially applicable from 1 January 2021 — deferred ST

pending revisions

2017: IFRS 17 TRG (and AASB 17 TRG) set up to tackle implementation P

issues — mainly related to reinsurance accounting a onerous contract losses it
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Brief history of IFRS 17 and AASB 17 N

---------
ooooooooo

---------
---------
ooooooooo
---------

* 2020: IFRS 17 reissued — applicable from 1 January 2023 piiiiii

e 2020: AASB 17 replaces AASB 4, AASB 1023 and AASB 1038 in private sector :iiiiiii:

* AASB 2022-9 amends AASB 17 to cater for public sector insurers, including: i

.........
ooooooooo
---------
ooooooooo
ooooooooo

o takes effect for periods beginning on or after 1 July 2026 HENE

o automatic PAA eligibility

o no need to sub-group contracts between onerous and non-onerous I

o extensive guidance on distinguishing insurance arrangements from S

compensation schemes
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IFRS 17 / AASB 17 and related literature

* |FRS 17/ AASB 17: authoritative

* |FRS 17 Basis for Conclusions: non-authoritative, aids understanding of IFRS 17

* AASB 2022-9 Basis for Conclusions: non-authoritative, but aids understanding
of public sector requirements

* |IFRIC Agenda Decisions: e.g., 2023 Decision on Premiums Receivable from an
Intermediary — don’t change Standards, but have authority

* IFRS 17 TRG staff papers and meeting summaries: non-authoritative, but often
indicate acceptable treatments

* AASB 17 TRG papers and meeting summaries: non-authoritative
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PIR benchmarking

* |IFRS Foundation Due Process Handbook outlines PIR objective:

©)

* Consider usefulness of information, comparability and operational feasibility

e Although IFRS 17 was reissued in 2020, the 2017 the Effects Analysis is the
relevant benchmark

“... to assess whether the effects of ... a new Standard ... on users of general
purpose financial reports, preparers, auditors and securities regulators are

as intended when the new requirements were developed. The basis for such :::::::::
an assessment is the objective of the Standard and the effects analysis of
the likely benefits and initial and ongoing costs arising from the new
requirements that a board publishes when it issues the new requirements”



https://www.ifrs.org/content/dam/ifrs/about-us/legal-and-governance/constitution-docs/due-process-handbook-2026.pdf

Effects Analysis (2017) — benefits of IFRS 17
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Expected to address inadequacies in existing practices at the international level,
overall resulting in more useful information and less diversity

O

O

Use of current estimates

Relevant discount rates

Explicit risk adjustment

Grouping to reflect profitability and visibility of onerous contracts
Consistent treatment of acquisition costs

Consistent accounting for non-insurance components
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Effects Analysis (2017) — costs of IFRS 17

* |ASB acknowledged there would be significant costs (systems set up, process
changes, user education) in implementing IFRS 17 that would:

o vary by jurisdiction
o vary by company, depending on its products

* |ASB would expect ongoing costs of IFRS 17 to be a much lesser issue than initial
and transition costs

* |ASB regards allowing the use of the PAA and permitting no discounting when
cash flows are expected within 12 months to be measures that would limit costs ::::
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Australian context for Effects Analysis

* Stated benefits at the international level may not be relevant within a given
jurisdiction such as Australia

o For example: discounting cash flows — pre-IFRS 17 international practice
ranged from no discounting to use of asset-linked rates where no link exists

* However, Australia has ‘signed up’ to IFRS Accounting Standards — so the same
(IFRS) benchmarks will generally be expected to apply to the PIR

* US GAAP remains different from IFRS 17
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Post-implementation review process for IFRS 16 -
e 2016: IFRS 16 Leases issued — applicable from 1 January 2019
* 2024 (June): IASB commences PIR
e 2025 (June): IASB Request for Information for comment by October 2025
o Objective: assess whether effects of applying IFRS 16 on users, preparers,
auditors and regulators are as intended when IFRS 16 was developed

o Basis of assessment: the Effects Analysis published by the IASB in 2016 of the
likely benefits and the initial and ongoing costs

2025: AASB conducted parallel outreach process on AASB 16 in Australia i
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Post-implementation review process for IFRS 16

* |ASB March 2026 — decided to explore feasibility of reducing costs relating to:

o remeasurements—for example, by reducing the frequency of
remeasurements of lease liabilities — and simplifying the requirements for
reassessing lease liabilities to reflect changes indexed lease payments

o discount rates—for example, by requiring or permitting lessees to use a
simplified discount rate instead of the incremental borrowing rate —and an
unchanged discount rate for some remeasurements of lease liabilities

* |ASB March and April 2026 — despite considerable dissatisfaction with the leases
regime, decided to reject making any substantive changes on the basis IFRS 16
accounting is embedded in preparers’ systems and would be costly to ‘undo’

10



i Australian Government

FSAA webinar — AASB 17

¢ Australian Accounting Standards Board

AASB 17 TRG identified possible PIR issues

e AASB 17 TRG last met in October 2024 — TRG Meeting Minutes and Meeting Papers
are on the AASB website

* Issues that might be relevant to raise in a PIR include:

©)

©)

11

accounting for contracts acquired in their settlement period (such as ADCs)
Non-distinct investment components and amounts contingent on claims
Determining coverage units

Identifying inflation that is part of insurance finance income or expense
Identifying those parts of IFRS 17 that apply to the PAA

Unit of account issues — group vs. contract level (e.g., CSM on lapsed contracts)



https://aasb.gov.au/research-resources/knowledge-hub/insurance-transition-resource-group/trg-meeting-minutes-and-meeting-papers/
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AASB 17 Public Sector Focus Group

Has met twice —in 2024 and 2025 — Focus Group meetings papers are on the

AASB website

Issues discussed that might be relevant to raise in a PIR include:

O

O

O

O

O

Risk adjustments, particularly when there is reinsurance held
Impact of highly-skewed distributions on risk adjustments
llliguidity premiums

government guarantees — latent and exercised

more guidance on what constitutes an insurance contract

FSAA webinar — AASB 17



https://aasb.gov.au/research-resources/knowledge-hub/public-sector-focus-group/
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Policy choices and areas for judgement

These are sometimes re-examined in a PIR

IFRS 17 explicit policy choices, for example:

o measure LRC using PAA in specific circumstances

o accounting estimates — entity-wide choice — interim lock-in or YTD [B137]

o IFIE — portfolio choice — all in PL or disaggregate between PL and OCI [B129]
Judgements areas (implicit policy choices), for example:

o technique for determining risk adjustments

o claims development disclosures (discounted, net of reinsurance, etc.)
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Is there an ideal PIR issue?

* Recent PIR experience suggests high barriers to changing a Standard
* Barriers highest for:

o “routine” transactions embedded in systems

o fundamental changes to underlying recognition and measurement models
e Barriers lowest for:

o “non-routine” transactions

o issues with a ready alternative solution, such as a simplification

o issues in common with other IFRS jurisdictions

14
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Acquired claims treated as ADCs

* There are mixed views on IFRS 17 accounting for acquired claims — tends to be a
non-routine transaction — AASB 17 TRG identified as possible PIR issue

* Issues about the IFRS 17 acquired claims requirements include:
o potential different treatments for similar claim liabilities
o differential accounting for intra-group transactions
o accounting for acquired contracts in both coverage and claim stages
o acquiring claims in a business combination — carry-forward accounting

o include or exclude from claims development disclosures

15
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Questions and answers

Which issues do you think are relevant to raise with
the IASB in a PIR of IFRS 177

Which issues would you not want to see raised?

16
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Next steps

’=| Keep informed via the AASB and IFRS Foundation websites and alerts

@ Think about the PIR issues you might want to raise

Direct suitable issues for PIR consideration to AASB standard@aasb.gov.au

Iv-l__:J Arrange a Teams chat with AASB staff if you wish to discuss PIR issues

17
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Disclaimer

Any views in this presentation do not necessarily represent the views of the AASB. Its
contents do not constitute advice. The AASB expressly disclaims all liability for any loss or
damages arising from reliance upon any information in this document. This document is not
to be reproduced, distributed or referred to in a public document without the express prior

approval of AASB staff.

FSAA webinar — AASB 17
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