IFRS 17 & Industry 4.0




IFRS 17 Common Questions

What will happen
when IFRS 17 is
implemented?

Why IFRS 17 will How to implement
be implemented? IFRS 17?

Who needs to
work on IFRS 17
implementation?

Where will IFRS 17
be implemented?

When will IFRS 17
be implemented?



Contractual Service
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Shareholder Equity (retained earnings) may
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How to Implement IFRS 177

Inhouse Resources

Requirement

Use of Consultant

Size of Company

System Vendor

Cost-effectiveness
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Have significant inhouse
resources across accounting,
actuarial & IT.

Very strong & experienced
project owner.
Expand existing team.

Minimal. Review & confirmation
only.

Very large multinationals.

Directly contract with a system
vendor.

Economies of scale.

a r 1

Inhouse resources are available
but insufficient to implement
IFRS 17.

Hands-on management team
with strong understanding of
IFRS 17.

Part of the implementation
work, review & confirmation.

Medium to large sized insurers.

Directly contract with a system
vendor.

Vary on a case-by-case basis.

Unable or no intention to hire
more resources for IFRS 17.

Very strong & experienced
project manager.

All implementation work, review
& confirmation.

Post implementation work
remains outsourced.

Small to medium sized insurers.

Included in outsourcing package.

Seamless collaboration.



Where we are now

Business Leaders Technical Professionals Admin Staff
e.g. C-suite, Board e.g. Actuarial, Risk, e.g. Operations,
of Directors Finance, Investment, Support
Runs & Drives the Compliance Execute Simple
Business Execute Complex Processes
Technical Processes

Incumbent Expensive & limited

Have “experience” Hard to attract & retain

Quick fix Biased judgment, make

mistakes, cut corners

Where we should be

Admin Staff
Easily
Automatable

Business Leaders
Not Automatable

Cognitive Robots
Our Automated
Solution

Low, fixed cost Requires development &

No bias, no mistakes, no robust testing

cutting corners Requires change

No holiday, no
resignation



TAM Total Addressable Market
$250b (global insurance market $5t)

SAM Specific Addressable Market
$75b (Asia insurance market $1.5t)

SOM Serviceable Obtainable Market
$1.5b (market share is 2%)

Potential Expense Complex Auto-

Savings Ratio x Processes
2.5% 30% 33%

matable
50%

Composition of Insurance
Premiums

Complex
10%

Human
10%

Cost
Savings

50%




Low Quality Expensive

Prlorlty

Profound Technical
Knowledge of Complex
Insurance Processes

"1 1 ' Application Know-
How of Artificial
Intelligence &
Cognitive
Machines

Growth Mindset &
Progressive
Development




Evolution of Actuarial Work with Technology

Manual “Semi-automatic” i.e. iterative
calculations manual judgment with process
& judgment automation
Process Artificial
Automation Intelligence

Fully automated
calculations &
judgment



Step 1 — Select Data

e Paid Claims or Incurred Claims
e Errors / Outliers

Step 2 — Select Method

¢ Link Ratio or BF Method
e Other Methods

Step 3 — Select Assumption

e Development Factor & Tail Factor
e Seed Loss Ratio

Step 4 — Decide Final Results

e Overall Actuarial Judgment

Executive Summary for Auto Class of Business (net of reinsurance)
XYZ Insurance Company as at 2014 Q3

Summary net of reinsurance results as at 2014 Q3 MYR '000
Case Estimates (A)

Best Estimate IBNR Liabilities (B)
Expected Claims Liabilities (C) = (A) + (B)
Standard Deviation (D)

75% Confidence Level Claims Liabilities (E)
Risk Margin (F) = (E) - (C)

The following methods were combined to estimate the optimum level of liabilities and its range.
The resultant weightage, mean, standard deviation and correlation matrix are as follows:

Expected Standard Correlation Matrix
MYR '000 Weight Liabilities Deviation PLR ILR PBF IBF
Paid Link Ratios
Incurred Link Ratios
Paid BF Method

Incurred BF Method

The following were the optimised parameters:

Age-to-age factors:

Development Period 1 2 3 4 5 6 Tail
Paid Link Ratios

Incurred Link Ratios

Seed loss ratios:

Accident Period 2008 2009 2010 2011 2012 2013 2014

BFScedlossRatio  90.5%  92.2%  987%  98.7%  987%  988%  99.6%

The data provided to might not capture all uncertainties around the claims liabilities.
To allow for this, standard deviation was multiplied by a factor of: _







