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Question 2—Expected recovery of insurance acquisition cash flows (paragraphs 28A-28D,

105A-105C, B35A-B35C and BC31-BC49)
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Paragraphs 28A—28D and B35A—B35C propose that an entity:

(a) allocate, on a systematic and rational basis, insurance acquisition cash flows that are
directly attributable to a group of insurance contracts to that group and to any groups
that include contracts that are expected to arise from renewals of the contracts in that
group;

(b) recognise as an asset insurance acquisition cash flows paid before the group of insurance
contracts to which they are allocated is recognised; and

(c) assess the recoverability of an asset for insurance acquisition cash flows if facts and
circumstances indicate the asset may be impaired.

Paragraphs 105A—-105C propose disclosures about such assets.

Do you agree with the proposed amendments? Why or why not?
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1. In the Board discussion so far, this issue has been discussed only for more amounts of
commission payments to an agent for new businesses than renewals. However, the
scope is considered to be widened to overall acquisition costs in the ED. We concern that
we may need to apply this to more underwriting costs for new businesses than renewals,

because this was unexpected and shall be disruption.
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2. Therefore, we request either of the following:
(a) replace ‘shall’ by ‘may’ or ‘can’ for paragraph 28B(b).
(b) clarify that this is the matter of judgement of an entity, and an entity shall determine

when to apply these requirements in the text of the standard or the basis of conclusion.
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Question 4—Reinsurance contracts held—recovery of losses on underlying insurance

contracts (paragraphs 62, 66A—66B, B119C—-B119F and BC67—BC90)
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Paragraph 66A proposes that an entity adjust the contractual service margin of a group of
reinsurance contracts held that provides proportionate coverage, and as a result recognise
income, when the entity recognises a loss on initial recognition of an onerous group of
underlying insurance contracts, or on addition of onerous contracts to that group. The
amount of the adjustment and resulting income is determined by multiplying:

(a) the loss recognised on the group of underlying insurance contracts; and

(b) the fixed percentage of claims on the group of underlying contracts the entity has a right

to recover from the group of reinsurance contracts held.

Do you agree with the proposed amendment? Why or why not?
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3. We appreciate that financial effect of reinsurance contracts will be adequately reflected

on financial statements by transferring initial losses to reinsurers.
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4. However, we concern that all the reinsurance contracts substantially cover proportionate

basis would not be automatically applied to the proposed amendment, since

‘proportionate coverage’ is defined as that provides an entity with the right to recover

from the issuer a percentage of all claims incurred on groups of underlying insurance

contracts in the Appendix A. Specifically, the following cases might be excluded from the
scope of this amendment:

(@) Asurplus share treaty which is a reinsurance contract in which the ceding insurer
retains a fixed amount of insurance liability and the reinsurer takes responsibility for
what remains. The reinsurer's liability is generally limited to a multiple of the ceding
company's retention.

(b) Two or more percentages of all claims incurred on a single group of underlying
insurance contracts are covered by proportional treaties.

Therefore, the wording should be changed so that the reinsurance contracts substantially

cover proportionate basis would be included in the scope of this amendment as follows:
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5. In conjunction with this amendment, a loss-recovery component of the asset for
remaining coverage will be established on the initial recognition by paragraph 66B. It is
considered that a loss-recovery component of the asset for remaining coverage has to
be established on the subsequent measurement as well. Although the existing exception
in paragraph 66(c)ii is available for the general model, we propose that a treatment
adjusting a loss-recovery component of the asset for remaining coverage should be

consistently applied in both initial measurement and subsequent measurement.
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Question 5—Presentation in the statement of financial position (paragraphs 78-79, 99, 132

and BC91-BC100)
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The proposed amendment to paragraph 78 would require an entity to present separately in
the statement of financial position the carrying amount of portfolios of insurance contracts
issued that are assets and those that are liabilities. Applying the existing requirements, an
entity would present the carrying amount of groups of insurance contracts issued that are
assets and those that are liabilities. The amendment would also apply to portfolios of
reinsurance contracts held that are assets and those that are liabilities.

Do you agree with the proposed amendment? Why or why not?

6. FIET D, FaRBADRREZK 7 N —TINBREERK RN — b7 VAT E T L0 R
BRELK DFRFEDRBREF DO Z PRIV FATL IRRAED~ AT ALRDEK T N — T %4
T DU RIRATeZEND FHH OB S NI Z L 27 i 775,

6. We agree with the proposed amendment. This simplification will contribute to avoid a
great increase of workload, since it is not necessary to recognize negative insurance
liabilities of the group of insurance contracts in place of premiums receivables recognized

in the current practice.
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Question 7—Effective date of IFRS 17 and the IFRS 9 temporary exemption in IFRS 4
(paragraphs C1, [Draft] Amendments to IFRS 4 and BC110-BC118)
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IFRS 17 is effective for annual reporting periods beginning on or after 1 January 2021. The
amendments proposed in this Exposure Draft are such that they should not unduly disrupt
implementation already under way or risk undue delays in the effective date.

(a) The proposed amendment to paragraph C1 would defer the effective date of IFRS 17 by
one year from annual reporting periods beginning on or after 1 January 2021 to annual
reporting periods beginning on or after 1 January2022.

Do you agree with the proposed amendment? Why or why not?

(b) The proposed amendment to paragraph 20A of IFRS 4 would extend the temporary
exemption from IFRS 9 by one year so that an entity applying the exemption would be
required to apply IFRS 9 for annual reporting periods beginning on or after 1 January
2022.

Do you agree with the proposed amendment? Why or why not?
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7. We agree with the proposed amendment which defers the effective date of IFRS 17 by
one year from annual reporting periods beginning on or after 1 January 2021 to annual
reporting periods beginning on or after 1 January2022. This deferral of the effective date

is appropriate in order to secure enough time for preparation for applying IFRS 17.
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8. We agree with the proposed amendment which extends the temporary exemption from
IFRS 9 by one year.
This extension of the temporary exemption is appropriate in order to avoid the application

of IFRS 9 earlier than IFRS 17 in the overseas subsidiaries which apply IFRS.
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Question 8—Transition modifications and reliefs (paragraphs C3(b), C5A, C9A, C22A and
BC119-BC146)

(a) COA I, BEIEM LT 7 m—F OBMPREEEZIREL TWD, ZOEIEX, C8 HA
RO TWLHHIPH T, RERZFI D ERSNDENIHAE L TR BRE DRIFITR LA B L H
ARREIARDABLL TR T DL REITERTHILLRD,

C22A WL, RIEMET 7 e —F 2+ 2 EEITZDO IR AR AR A
AEEL T T DI LB TEDLEREL TN,
ZOEERIZFE T 20 BRI OB A,

(b) C3 Hb)DIEEZRIZ, 2 B115 THOZER A H B 4s B 26 Tlde<B1T H 0 B0
SICD > ClEATAZLERHAHILLD, ZOEIEIL, BL15 HORIR AT B DL

HR%

IR RIZHR D> T 35720120, Ui 2w 32 B DLancEZEnY 27
R ER AR E T A ENERENHEREL TD,

COBIERIZFRE T D0, Bk XX kOB 13103,
(c) C5A THIZ. IFRS % 17 B2{RRERK 7 N —7 10 K i F CE A 21, VA7 IR

(a) Paragraph C9A proposes an additional modification in the modified retrospective
approach. The modification would require an entity, to the extent permitted by paragraph
C8, to classify as a liability for incurred claims a liability for settlement of claims incurred
before an insurance contract was acquired. Paragraph C22A proposes that an entity
applying the fair value approach could choose to classify such a liability as a liability for
incurred claims.

Do you agree with the proposed amendments? Why or why not?

(b)The proposed amendment to paragraph C3(b) would permit an entity to apply the option
in paragraph B115 prospectively from the transition date, rather than the date of initial
application. The amendment proposes that to apply the option in paragraph B115
prospectively on or after the transition date, an entity would be required to designate risk

mitigation relationships at or before the date it applies the option.

T BT EDBEME T2 T HAITE, ROVICAEMET 7 a—F %24 5% 0 Vv —7 |25 Do you agree with the proposed amendment? Why or why not?
HT 52205 EL TN, (c)Paragraph C5A proposes that an entity that can apply IFRS 17 retrospectively to a group of
ZOBEERIZFET 503 BRI OB 3T, insurance contracts be permitted to instead apply the fair value approach to that group if
it meets specified criteria relating to risk mitigation.
Do you agree with the proposed amendment? Why or why not?
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the acquisition date as a liability for incurred claims before the transition date. This will

contribute to avoid a great increase of workload.
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10. We appreciate that an entity can make estimates in the modified retrospective approach
(MRA).

In terms of unacceptance of additional specific modifications in applying MRA, we




consider applying the fair value approach (FVA) instead of MRA due to less availability of
MRA is more problematic than permitting additional specific modifications in applying
MRA because of less comparability between MRA and FVA than among MRAs. We

request the extension of reliefs available to use MRA as previously advised.

B9 — /R EIE (BC147 )M BC163 TH)

Question 9—Minor amendments (BC147-BC163)
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This Exposure Draft also proposes minor amendments (see paragraphs BC147-BC163 of the
Basis for Conclusions).
Do you agree with the Board’s proposals for each of the minor amendments described in this

Exposure Draft? Why or why not?
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11.In this ED, Investment components and refunds of premiums can be collectively disclosed
as described in paragraph 103(c). We consider that this sort of treatment should be also
applied on measurement, ie adjustment to the CSM by adding similar item in paragraph

B96.
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12.Some insurance contracts without investment components have policy loans such as a
term insurance with cash value.
It was previously possible to consider a policy loan in such insurance contract as an
investment component under the previous definition on Investment Component.
However, this will not be available under the new definition proposed in the ED, and the
experience adjustments arising from such policy loans will be recognized in P&L, since
paragraph B96(c) is not applicable anymore.
We consider that the change of cash flows only due to the experience adjustment on
policy loans shall not affect P&L, and paragraph B96 should be amended so that

experience adjustments arising from policy loans on the insurance contracts without




investment components shall adjust CSM.
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Question 10—Terminology
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This Exposure Draft proposes to add to Appendix A of IFRS 17 the definition ‘insurance
contract services’ to be consistent with other proposed amendments in this Exposure
Draft.

In the light of the proposed amendments in this Exposure Draft, the Board is considering
whether to make a consequential change in terminology by amending the terms in IFRS
17 to replace ‘coverage’ with ‘service’ in the terms ‘coverage units’, ‘coverage period’ and
‘liability for remaining coverage’. If that change is made, those terms would become
‘service units’, ‘service period’ and ‘liability for remaining service’, respectively,
throughout IFRS 17.

Would you find this change in terminology helpful? Why or why not?
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13. In terms of change in definition for ‘liability for incurred claims’ (LIC) and ‘liability for
remaining coverage’(LRC), we have a concern that the following items seem to be
categorized into both LIC and LRC.

B Liability regarding claims for insured events that have already occurred, and an entity
will provide investment-return service/investment-related service under the
insurance contract. (LIC(a) & LRC(b))

B Liability regarding claims for insured events that have not yet occurred, and an entity
will not provide investment-return service/investment-related service under the
insurance contract any longer. (LIC(b) & LRC(a))

Based on the discussion so far, we suppose IASB’s intention is as following.

B |RC:

Liability regarding claims for insured events that have not yet occurred; or Liability

regarding claims for insured events that have already occurred, and an entity will

provide investment-return service/investment-related service under the insurance




contract.
H LIC:
Liability regarding claims for insured events that have already occurred, and an entity
will not provide investment-return service/investment-related service under the
insurance contract any longer.
Assuming the above understanding is correct, we concern that this is undoubtedly
disruption for us, because liability regarding claims for insured events that have already
occurred was already categorized in LIC regardless of existence or non-existence of

investment-return service based on the prior definition.
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14.

Regarding this issue, we understand that the preferred approach should be the
categorization based on whether insured events have already occurred or not. In
addition to that, an entity should be able to identify liability regarding claims for insured
events that have already occurred as LRC if an entity will provide investment-return
service/investment-related service under the insurance contract.

In above cases, this issue will not be disruption.
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lll. Other issues — Cash flows in the boundary of a reinsurance contract held
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15.

As previously commented, we still have concern with the accounting mismatch, because
the requirement which includes future new underlying business in the reinsurance

contract boundary was not removed.
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16.

A reinsurance contract and it's underlying insurance contract are considered to be in
sort of hedge relationship. If the cash flows from underlying insurance contracts as
hedged items and the cash flows from reinsurance contracts as hedging instruments will
not be recognized simultaneously, the financial effect of these transactions will not be

adequately reflected on financial statements.

17.
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17.

Furthermore, in the discussion of the recovery of losses on underlying insurance
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contracts from reinsurance contracts held, it is clearly indicated the order between loss
incurred on underlying contract and loss recovered from reinsurance contract. This
order (i.e., P&L on underlying contract is recognized before P&L on reinsurance contract

is recognized), should be consistent in estimation of future cash flows.

V. E¥EESICET2ER

IV. Other issues — Business combinations
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18. We have concern with the requirement which classify a liability for settlement of claims
incurred before the acquisition date as a liability for incurred claims after the transition
date as previously advised. Specifically as follows.

B Assuming M&A, CSM at business combination is very difficult or impossible to identify,
because the consideration will not normally be allocated to each insurance contract
acquired.

B The experience adjustment on liabilities for remaining coverage, i.e., the difference
between expected and actual cash flows in the current period shall be reflected in P&L
and the change in future cash flows caused by it shall adjust CSM and shall not be
reflected in P&L except investment component and premiums for future coverage.

It means the experience adjustment due to the change of the timing of settlement shall

affect P&L directly, and we consider it is not appropriate, because this is just the matter of

timing and this timing can be changed arbitrarily.

We can avoid this issue by the followings.

(a) Classify a liability for settlement of claims as LIC rather than LRC so that both of the
experience adjustment in the current period and the change in expected future cash
flows can affect P&L and they are offset duly.

(b) Amend paragraph B96 so that the experience adjustment on this liability shall be
adjusted to CSM.

(c) Amend paragraph B96 so that the experience adjustment on this liability arising from
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delay in settlement shall be adjusted to CSM.
We consider that (a) is the best, but there seems to be the problem that CSM equivalent
would be recognized in P&L at the initial recognition. It will be difficult to identify the
experience adjustment coming from delay in settlement. Accordingly, (c) might be

practically problematic.
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