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Executive Summary 
 

The Insurance Regulatory Authority of Uganda (IRA) administers, regulates, supervises, and 

controls the regulation of Insurance business in Uganda. IRA was set up in terms Section 14 of 

the Insurance Statute 1996 now The Insurance Act (Chap 213) which came into effect on 4 

April 1996 and commenced operations in April 1997.  

IRA response to IFRS17 

Following the promulgation of the International Financial Reporting Standard 17 (IFRS 17) in May 

2017, IRA convened an exercise to ensure that the entire Insurance Industry in Uganda are 

prepared for implementation of the standard and proposes that a standardised approach should 

be adopted across the Insurance Industry in Uganda. 

IRA notes that IFRS 17 has introduced one of the biggest changes to financial reporting in the 

insurance space in Uganda. In order to manage the potential risks in financial reporting, IRA 

believes that developing a program to run the incoming IFRS 17 standard in parallel to the existing 

IFRS 4 before the go-live date of 1 January 2023 is necessary. This has triggered the need for a 

standard framework/technical guideline to promote correct implementation of the standard.  

Accordingly, this assignment, commissioned by the Macro-economic and Financial Management 

Institute of Eastern and Southern Africa (MEFMI) on behalf of IRA involves the development of a 

Guideline/Framework to support the implementation of IFRS17 in Uganda.   

Objectives for developing standard guidelines 

There are 4 high level goals motivating the development of this technical guidance, which are: 

i. Collect information from insurance players through surveys, 

ii. Recommend standard processes and IFRS 17 guidelines on the insurance industry, 

iii. Review current prudential Regulations for the Insurance Sector and how they dovetail with 

IFRS 17 standard, and 

iv. Support IRA staff and the industry through training and education by covering all features 

of the new IFRS 17 standard  

 

Aims of the Proposed guidelines 

There are 4 matching aims of the above high-level objectives: 
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a. Ensure a clear understanding of the impact of IFRS 17, so that investment in IT systems 

and training of insurance companies’ personnel can be prioritised in Uganda; 

b. Set out a clear and concise plan for successful implementation so that IRA can make 

informed decisions about how to manage any emerging risks;  

c. Manage the overall cost of regulation in Uganda, prevent the transfer of potentially 

catastrophic cost onto policyholders and help companies to plan more quickly and 

effectively; and 

d. Form links across various companies, promote knowledge sharing and skills transfer. 

 

Proposed Elements of an Industry Guide. 

The Guidelines embodies the following elements, which are discussed at length in the report. 
There are: 

1)  Consistent Definition of Insurance contracts and Insurance contract revenue 

2)  Identification of areas in the Prudential Regulatory Guidelines that require change 

3)  Information Technology systems and aggregation of insurance contracts  

4)  Business Impact assessment: Existing financial reporting processes viz a viz incoming 

financial reporting processes and identify gaps  

5) Actuarial Impact Assessment: Existing systems for methodology, assumptions, 

reinsurance treatment viz a viz IFRS 17 valuation, pricing and profit testing methodology. 

Check if current actuarial methods are compliant with IFRS 17 with respect to: 

a. Premium Allocation Approach (PAA) eligibility. 

b. Profitability of groups of insurance contracts (i.e. determination of onerous 

contracts). 

c. Determining transitional Contractual Service Margin and future adjustments 

d. Expense analysis per product. 

e. Risk adjustment for non-financial risk. 

f. Discount rates and long-term forward looking actuarial assumptions 

6)  Use business impact assessment to modify database and IT flow, changes to the 

general ledger etc 

7) Install updated actuarial modules and perform user acceptance tests (quite likely that 

there will be a significant investment in actuarial systems).  

8)  Training and education  
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9)  Test run company financials on a parallel basis before compliance date, submit returns 

to IRA by FY 2021. 

 

Conclusion 

The guideline provides a possible pathway toward full adoption of IFRS 17 in a standardised 

manner across the industry, resulting in the early detection and management of potential 

challenges. It does not replace the need for dedicated investment in IFRS17 training and 

resources by the supervised entities. 

It is not the wish of IRA or MEFMI for this technical guideline to be perceived as a 

replacement to the IFRS 17 standard, and member companies are encouraged to approach 

their advisors on any areas that may not be thoroughly dealt with in this Guideline. 
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1. Introduction 
 
1.1 The Insurance Regulatory Authority (IRA) is the regulator of all insurance activities in the 

Republic of Uganda. One of its mandates is to administer the common interests of insurers 

in Uganda at a policy dialogue level. Indeed, IRA does not regulate the preparation of 

financial statements in Uganda (which are prepared under IFRS) but supports the 

ecosystem for the transparent conduct of insurance business in Uganda. 

  

1.2 IRA recognises the importance of insurance to economic growth, socio-economic 

development and poverty reduction in Uganda. Insurance company statements have 

historically been prepared in accordance with IFRS 4 which is due to change on 1 January 

2023 to IFRS 17.  The impact of IFRS 17 is expected to be significant and may affect the 

reported Key Performance Indicators (KPIs) of some companies. In that regard, 

implementation of IFRS 17 should be supported by commensurate technical strategies to 

combat the negative side effects of non-compliance.   

 

1.3 Further, the technical mechanisms would fit in well with strategic management 

approaches, by seeking to absorb a significant fraction of the impact of the incoming 

changes through investment in known interventions.  

 

1.4 Given the high cost of errors, there is a growing interest in developing standardised 

approaches to the successful implementation of IFRS 17 across the entire Industry in 

Uganda. On that front, this Guideline to the Insurance Industry is perceived to be one of 

the most effective instruments that can be used to alleviate the negative effects of any 

uncertainty. 

 

1.5 Following from above, IRA convened this assignment to develop proposals to advocate 

for the promulgation of a guidance framework for the implementation of IFRS 17 in 

Uganda. The immediate trigger for IRA’s efforts in this respect is a realisation that IFRS 

17 is still generally very poorly understood; with existing accounting/actuarial/IT tools 

across the Industry requiring significant upgrade. Hence, there is need for the 

establishment of a platform that allows providers of insurance in Uganda to interact and 

network with each other on successes, challenges, lessons and skills transfer. 
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1.6 The information reviewed in this guideline shows a formidable list of hurdles to be 

overcome in bridging the gap between IFRS 4 and IFRS 17. A look at reports published 

by a number of leading firms on IFRS 17 suggest that there is global convergence on the 

nature of problems to be overcome, including issues around: 

   

 Unavailability of historical data,  

 Difficulty in re‐insurance treatment  

 High IT costs  

 Pricing and affordability of specialist skills  

 Difficulty in understanding actuarial techniques and their implementation in 

accounting process flows. 

 

Purpose of this Guideline 
 

1.7 The purpose of this Guideline is to set out standardised process for the successful 

implementation of IFRS 17. (hereinafter referred to as the ‘Guideline’) that will define a 

common ground for the management of implementation process for IFRS 17; and the 

establishment of processes to support, train, educate and transfer skills to the Industry. 

 

Objectives and goals 
 

Objectives for developing standard guidelines 

1.8 There are 4 high level goals motivating the development of this technical guidance, which 

are: 

 

i. Collect information from insurance players through surveys 

ii. Recommend a standard pathway and IFRS 17 guidelines on the insurance industry; 

iii. Review current prudential Regulations for the Insurance Sector and how they dovetail 

with IFRS 17 standard; and 

iv. Support IRA staff and the Industry players through training and education by covering 

all features of the new IFRS 17 standard  
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Aims of the Proposed guidelines 

1.9 There are 4 matching aims of the above high-level objectives: 

 

a. Ensure a clear understanding of the impact of IFRS 17, so that investment in the 

right tools and training of staff can be prioritised; 

b. Set out a clear and concise plan for successful implementation so that IRA can 

make informed decisions about how to manage any emerging challenges;  

c. Manage the overall cost of regulation in Uganda, prevent the transfer of potentially 

catastrophic cost onto policyholders and help companies to plan more quickly and 

effectively; and 

d. Form links across various companies, promote knowledge sharing and skills 

transfer. 
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CONCEPTUAL ELEMENTS FOR AN INDUSTRIAL GUIDELINE ON IFRS17 
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2. Consistent Definition of Insurance Contracts and Insurance 
Contract Revenue 

  

2.1. IFRS 17 is developed to ensure that insurance contracts are measured in a manner that 

is fair, transparent and understood by the Investors, Regulators and other stakeholders. 

 

2.2. To achieve its objectives, important definitions and reclassifications of accounting entries 

have been made. Changes to the measurement and recognition of profit have been made, 

and new assumptions have also been added to help unpack the true underlying risks. 

 

2.3. A good financial measure must account for the susceptibility of an insurance company to 

risk factors for which cover has been provided during different stages of the development 

of an insurance contract. A clearly defined measure of revenue, expenses, claims and 

reserves would increase understanding of insurance company financial statements by 

their users. 

 

Insurance Contract Revenue 

 

2.4. This is portion of a premium paid earned as revenue over the accounting period when risk 

from an insured event has been successfully transferred from a policyholder to the 

insurance company during the accounting period. The risk transferred is in relation to 

uncertain future events and include premium, acquisition costs and insurance contract 

service expenses.  

  

2.5. It is important to highlight that for providers of long-term insurance, a distinction is made 

from investment contracts with insurance participation features as the investment portion 

should not be recorded as insurance contract revenue. 

 

Insurance contract service expenses, acquisition costs 

 
2.6. These are expenses incurred in the services provided to a policyholder in the form of 

technical management or administration of an insurance contract. These services may be 

split between investment related and general service fees. 
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Fulfilment cashflows and grouping of contracts 

 
2.7. Group of insurance contracts: A set of insurance contracts resulting from the division 

of a portfolio of insurance contracts into, at a minimum, contracts issued within a period of 

no longer than one year and that, at initial recognition: (a) are onerous, if any; (b) have no 

significant possibility of becoming onerous subsequently, if any; or (c) do not fall into either 

(a) or (b), if any. 

 

2.8. Fulfilment cashflows: An explicit, unbiased and probability-weighted estimate (ie 

expected value) of the present value of the future cash outflows minus the present value 

of the future cash inflows that will arise as the entity fulfils insurance contracts, including 

a risk adjustment for non-financial risk. Other key components include:  

 

a) Contractual Service Margin – the unearned profit an entity will recognise as it 

provides insurance services. 

b) Investment component: The amounts that an insurance contract requires the 

entity to repay to a policyholder in all circumstances, regardless of whether an 

insured event occurs; and 

c) Insured event: An uncertain future event covered by an insurance contract whose 

occurrence leads to an obligation for an insurance company to compensate the 

insured party. 
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3. Identification of regulatory changes in support of IFRS17 

 
3.1. A review of the Insurance (Capital Adequacy and Prudential Requirements) 

Regulations published by IRA known as Statutory Instrument Supplement, 5 (“SIS5”) 

has been undertaken; in order to identify areas where the existing regulations could 

be integrated with the implementation of IFRS 17. There are evidently some strong 

similarities around the following: 

 

a) Use of best estimate cash flows; 

b) Inclusion of a risk margin; 

c) Discounting to present day. 

d) Segregation of business lines. 

 

       There are also differences around the following: 

 

a)  SIS5 is prescriptive whereas IFRS 17 is principles based. 

b)  Expenses under IFRS 17 have to be broken down to those directly relevant to 

a particular product as opposed to group level expenses. 

c) Data granularity is higher under IFRS 17 compared to SIS5 

  

 Areas of integration 

 

3.2. There are several possibilities of overlap between the two that can be strengthened. 

Both standards promote a culture of risk management, require segregation of business 

lines and measurement of fulfilment cashflows. 

 

Possible amendments to regulation 

 

3.3. The SIS5 is promulgated to meet objectives of protecting the policyholder by 

enhancing the loss absorption capacity of the balance sheet. It would be crucial that 

the requirements of IRA in developing the capital adequacy regulations are not sub-

servient to IFRS 17. There are however areas where the two could be strengthened 

as follows: 
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i. The requirement for segregation of business lines should remain unchanged 

ii. However, the discount rates used under SIS5 could be updated to reflect market 

conditions and product specifics for consistency with IFRS17. Insurance 

companies could use two approaches to set the discount rate: 

o Bottom-up approach: taking the risk-free rate of return in the market and 

then subtracting a component for credit impairment and illiquidity. 

o Top-down approach: Determining the internal rate of return on a portfolio 

of the company and then deducting a premium for credit impairment, asset-

liability-mismatch and market volatility. 

iii. Risk adjustments could be allowed to vary by company and product. 

o Allowable methods include the Cost of Capital (CoC), Value at Risk (VaR) 

or deterministic margins for adverse deviation. 

iv. Expense analysis should be done per product operational level. 

 

Compelling evidence to support issuance of the following guidelines 

 

3.4. There is scope for IRA to consider standardised approaches in respect of: 

a) Setting discount rates and risk margins 

b) Require the production of experience investigation reports annually, split per 

product, per year: lapse rates, claims rations, expense analysis, investment 

returns 

c) Strengthen internal assessment of financial and operation risk by product line 

d) Strengthen the establishment of actuarial and risk management functions 

e) Require maintenance of good quality data, for example, for a minimum of 

twenty-five  (25) years for life insurance companies and five (5) years for general 

insurance companies. 

f) Set accompanying disclosure requirements. 
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4. Data Management and aggregation of contracts 
 

4.1. One of the tenets of the IFRS17 standard requires that policy data are grouped into 

homogenous cohorts, which are similarly valued. 

 

4.2. A clean data system for IFRS17 must produce cohorts with the following characteristics: 

 

a) Policies in a cohort must have been issued within one year of each other; 

b) Policies that cover similar risks in size and type; 

c) Onerous contracts should be separated from profitable ones; 

d) Potentially onerous contracts should be identified; 

e) Exotic features such as embedded options and guarantees must be stripped out 

and valued separately; 

 

4.3. In order to meet requirements for successful implementation, it is recommended, as a 

guideline, that there be at least ten (10) years of historical data analysed for life companies 

and three (3) year for general insurance companies. Missing data should not exceed 5 per 

cent of the dataset. 

 

4.4. The following list provides general criteria for data analysis requirements: 

 

 At least 10 years of historical policyholder, financial and investment data (3 years for 

non-life companies);  

 Limited missing values and out-of-range values (preferably less than 5 per cent 

missing data from the entire historical dataset);  

 Availability of a nearby industry data set for fall-back verification purposes;  

 Consistency of data analysis techniques – clear definition of ratios;  

 Limited changes in data fields from one year to the other;  

 Integrity of data recovery and analysis procedure;  

 Sufficient checks to ensure little potential for tampering. 
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4.5. Companies are expected to focus on building appropriate datasets and ensure that they 

put in place IT systems that produce data sufficient for IFRS17. Where the initial costs are 

prohibitive, IRA encourages companies to consider use of collective bargaining 

arrangement with the Uganda Insurance Association in the early stages to build 

aggregated industry IT platforms. With the challenges of data that may be experienced, 

an industry approach provides an added advantage that good quality data from other 

companies could pave way for each company to launch their own data curation process. 

An industry platform, once launched, could be a pedestal for investment into data 

management systems for each company. 

 

4.6. In conclusion, identifying appropriate data systems for IFRS 17 requires careful 

consideration of the many contextual influences to the presentation of financial statements 

in Uganda. A collaborative approach has the potential to eliminate some of the risks 

around data preparation. 
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5. Business Impact Assessment 
 
5.1. Companies should draw up new P&L statement based on IFRS 17 compared to old ones: 

  
a) Redefine revenue by taking only insurance contract revenue; 

b) Account for insurance service expenses (see appendix B); 

c) Investment contributions will no longer be recorded as revenue; and 

d) Investment claims will no longer appear on the claims figure. 

 
The IFRS17 P&L 

 
5.2. The income statement has been redesigned to communicate clearly the sources of profit, 

to allow fair valuation and measurement of performance between insurance companies 

and other companies in the market. The diagram below shows the differences: 

 

 
Source: Actuarial Society of Zimbabwe Convention 2019 

 

Gap Analysis 

 

5.3. Companies must prepare a list of the existing financial reporting systems, data and charts 

of accounts. Second stage is to define and validate incoming positions under IFRS 17 and 
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note changes that need to be made to the financial reporting engines. A gap analysis 

report should show the one-year impact analysis in terms of KPIs of the company. 
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6. Actuarial Impact Assessment 
 
 

6.1. Actuarial output will be one of the major drivers of IFRS 17 input data. Actuarial impact 

assessment should be done in the following areas:  

 

New business assessment 
 

6.2. Assess the profit profile of the major products currently being sold under the current IFRS 

4 basis against IFRS 17. This should be related to key metrics such as profit margin, new 

business value and new business strain and include the cost of provisioning if the products 

are not repriced. 

 
Premium Allocation Approach (PAA) Eligibility 
 

6.3. IFRS 17 proposes the use of three basic approaches: (i) Building blocks approach (ii) 

Variable Fee approach (iii) Premium allocation approach. Many general insurance 

companies would be well served if they demonstrate their eligibility to use the premium 

allocation approach as this would lessen the burden for complex valuation models. A PAA 

approach also requires less data compared to the alternative approaches.  

 
Assessment of the Contractual Service Margin (CSM) 
 

6.4. Assess the CSM by product line with the goal of estimating the CSM at point of transition 

under various approaches. The default approach is to use the building blocks approach, 

by considering the fulfilment cash flows and discounting them to present day. 

 

6.5. There will also be need to assess future earnings and highlighting any significant variation 

that can be expected. 

 

6.6. The above apply to both long-term and short-term business lines.    
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7. Recommend changes to accounting process flows 
 
 
7.1 Following the business impact assessment, the company should start implementing 

processes to close identified gaps. The core areas that will be changed are shown in the 

diagram below: 

 
Source: Actuarial Society of Zimbabwe Convention 2019 

 

7.2 It is envisaged that the following steps will need to be followed: 

 

i. Modification of the database and IT process flow 

ii. Modify the general ledger 

iii. Modify the data capture portal 

iv. Adjust ancillary processes such as capital management, tax and KPIs  
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Accounting Review and Testing 

7.3 After identified changes are implemented, it will be necessary to do the following: 

 

i. Perform user acceptance testing on data inputs, general ledger output and other 

final outputs 

ii. Provide user training 

iii. Run parallel set of financial reports 

iv. Review parallel testing results 

 

7.4 The IRA will assist companies with templates to review implementation progress and 

highlight impact areas. 
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8. Document Actuarial process and User training 
 
 
8.1 Actuarial systems will need to be brought on board, or modified. The results of the actuarial 

impact assessment will lead to the following: 

i. Modify existing systems for the methodology, assumptions, treatment of 

reinsurance and required output for the accounting system. Existing actuarial 

systems in use require a gap analysis specifically to identify the enhancement of 

the existing model accordingly. 

ii. Modify the actuarial processes for IFRS17 inclusive of valuation, pricing and profit 

testing and management reporting such as embedded values and value of new 

business.  

iii. Develop risk management checks to ensure compliance with IFRS17 by the 

actuarial department for use by the internal risk management team. 

iv. Review the reinsurance treaties to ensure they remain useful and relevant under 

IFRS17 

Actuarial Review and Testing 

8.2 After addressing identified gaps and implementing updated actuarial modules, it will be 

necessary to do the following:  

i. Perform user acceptance testing (UAT) on the runs, output and processes using a 

program independent of the insurer’s internal programs. (Recommended) 

ii. Review compliance with actuarial processes such as valuation, pricing and profit 

testing and management reporting such as embedded values and value of new 

business. 

iii. Ensure the risk management department has the tools and ability to monitor the 

compliance of the actuarial department for IFRS17. 

iv. Provide user training 

v. Review parallel testing results 

8.3 The IRA could provide the additional support through templates that may be used as 

references.  
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9. Establishment of Technical Support mechanisms for the 
Industry 

 
9.1 The IRA arranged for two training sessions for the Industry and collected feedback on the 

key areas of additional clarification. The Industry has provided comments that fall into 3 

broad pillars: 

a) Cost and Financial Impact 

b) IT systems 

c) Continued Support from experts and consultants 

 

9.2 The proposed responses to the industry feedback are discussed below;  

 

Cost and financial Impact 
 

It is probably best to adopt a collective bargaining strategy to help lessen the burden on a 

single entity. It would be preferable for the process to be driven by UIA. 

 

IT Systems 

 

Lessons drawn from the banking sector in Uganda reveal that banks created an SPV to 

address some of the gaps in their operational requirements. Such an approach is useful 

and it would be useful to review this project should in order to draw parallel on how such 

an approach could be beneficial for the insurance sector. 

 
Continuous Support 

 
There is a need to strengthen discussion with Insurance Training College. Support from 

capacity building entities such as MEFMI will be needed to provide continuous support 

around the following: 

 
i. Training and actuarial capacity building  

ii. Portal for networking, information sharing and benchmarking 

iii. Research and publication of new findings 

iv. Setting of data quality standards and technical implementation review 
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10. Parallel run for FY2021 
 
 
10.1 A study of other successful IFRS 17 implementation programs schemes reveals the need 

for early trial, mainly due to the many areas that need to be changed. 

  

10.2 There must be a dedicated resource team in each company to undertake the following 

activities: 

 

a) Check vulnerability of accounting/actuarial systems and processes; 

b) Assess the historical and projected change in finances, operations, reinsurance and 

estimate financial impact on the company; 

c) Assess coping mechanisms of a given company to understand responses to IFRS 17 

risks; 

d) Develop a set of adaptation mechanisms and their costs; 

e) Undertake a feasibility assessment of what can be implemented and at what cost; and 

f) Continuously monitor progress. 

 

10.3 Understanding each of the above adds to comprehension of how different outcomes can be 

achieved and to assess the necessity for re-calibration of the financial reporting systems. 

The knowledge gathered could also provide for a platform to discuss with governments and 

other stakeholders on how to assist in investment in Information Technology, actuarial skills, 

and tax expertise. In addition, interventions in the level of financial integration, enterprise 

resource platforms, and data sharing methods could also be developed. 

 

10.4 It is recommended that a trial run date of FY2021 should be adopted. 
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11. IFRS 17 Readiness Survey 
 
 

11.1 An assessment of the level of preparedness by companies in Uganda towards 

implementation of IFRS 17 was undertaken. The assessment was done through 

questionnaires along the following areas:  

 

i. Finance Function: Three key pillars were looked at; (i) IFRS 17 as an 

implementation priority, (ii) availability of time and (iii) resources and financial impact 

assessment. 

 

Results 

 More than 70% of companies responded that IFRS 17 implementation was a 

top priority.  

 The availability of key resources received an average score, with approximately 

half the companies indicating that they did not have the required skills within.  

 Only 20% of respondents have undertaken financial impact assessments, 

signalling a need for this area to be closely tracked. 

 

ii. Actuarial Function: This area assessed the availability of (i) technical support, (ii) 

the availability of quality data, (iii) IT systems and product complexity.  

 

Results 

 Close to 60% of companies indicated that they did not have in-house actuarial 

capacity.  

 A few entities had problems with data availability, with close to 60% confirming 

that they hold appropriate data.  

 Less than 10% of companies in Uganda have actuarial valuation systems that 

can address IFRS 17 requirements. 
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12. IFRS 17 Key Person Interviews 
 
 

12.1 A separate survey was conducted to identify key resources within Uganda that would be 

pivotal in providing required insights and transformation in processes toward adoption of 

IFRS 17. The major outputs expected were on identifying support organisations in Uganda 

and any gaps in those organisations. 

  

12.2 Two organisations were identified and could be core pillars of support in Uganda: (i) 

Insurance Training College and (ii) Institute of Certified Public Accountants of Uganda. It 

would also be necessary to assess the status of the Uganda Actuarial Association. 

 

12.3 The following gaps were identified in the support organisations above: (i) Funding (ii) 

training and resources (iii) Lack of coordination. 
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13. Conclusion and Recommendations 
 
 

13.1 The contribution made by insurance companies to the development of Uganda calls for the 

need to help them manage financial reporting risks due to IFRS 17. 

  

13.2 For successful implementation to occur, there is need to overcome the hurdles cited earlier 

of high IT costs, lack of expertise in IFRS 17 and unavailability of technical support. 

Existing literature shows that a collaborative approach, as opposed to isolated efforts by 

member companies, to the management of the transition overcomes some of the challenges 

cited above. 

 

  

Source: Actuarial Society of Zimbabwe convention, 2019 

13.3 If a collaborative approach is adopted, the merits of an industry-led approach noted above 

should be complemented by making sure that issues around quality of risk data and data 

sharing between companies is addressed. Given the high cost of acquiring new IT systems, 

use of collective bargaining arrangements should be encouraged for technology sharing.  

  

13.4 There must also be coherence between national policy frameworks for whatever inputs are 

intended to be aggregated at an industry level. For Uganda for example: (i) Data used for 

setting discount rates (ii) nature of industry data e.g. mortality tables, lapse rates (iii) 
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integrating SIS5 outputs to IFRS 17 (iv) developing infrastructure for greater financial 

integration between insurers’ and banks’ data. 

 

13.5 This report has put forward the following elements as a proposal for successful 

implementation of IFRS 17: 

 

13.5.1 Objective 1: Collect information on the industry 

 

i. Identified that the greatest vulnerability is on IT and actuarial systems. 

ii. Financial impact assessment should be prioritised 

iii. Data management engines should be strengthened/improved. 

iv. Support organisations should be capacitated though funding, upskilling and 

coordination. 

 

13.5.2 Objective 2: Standard processes for IFRS 17 

 

i. Companies should take a collaborative approach on IT systems and data sharing. 

ii. Consistent industry definition of insurance contracts 

iii. Set industry benchmarks for a number of the key inputs: 

a) Discount rates and risk margins 

b) Actuarial valuation methods and assumptions 

c) PAA eligibility assessment 

 

13.5.3 Objective 3: Integration of current prudential regulations and IFRS 17; 

 

i. IFRS 17 is more principles based and IRA prudential guidelines prescriptive 

ii. Alignment is possible in some areas, but not fully 

iii. IRA guidance to relook at the following areas which may be used for both 

standards: 

a) Setting discount rates and risk margins 
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b) Require the production of experience investigation reports annually, split per 

product, per year: lapse rates, claims rations, expense analysis, investment 

returns 

c) Strengthen internal assessment of financial and operation risk by product line 

d) Strengthen the establishment of actuarial and risk management functions 

e) Require maintenance of good quality data, say minimum twenty-five (25) 

years for life insurance companies and five (5) years for general insurance 

companies. 

f) Set accompanying disclosure requirements 

 

13.5.4 Objective 4: Support IRA and Industry through training;  

 

i. 3 training sessions undertaken covering an understanding of the standard and core 

areas of focus. 

ii. Going forward there is encouragement to work together with identified organization 

and key persons on the following: 

a) Training and actuarial capacity building  

b) Portal for networking, information sharing and benchmarking 

c) Research and publication of new findings 

d) Setting of data quality standards and technical implementation review 

 

13.6 In conclusion, for successful development of IFRS 17 in Uganda, there should be 

coordination among all relevant stakeholders. 
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Annexure A – Details of Consultancy Team 
 
 
       Details of the consultancy team: 

 

       Tawanda Chituku – Consulting Actuary 

          

 Consulting Actuary and volunteer: With nearly 15 years’ experience in supporting private, 

public and social security entities in risk management and actuarial control. Tawanda has 

successfully led multidisciplinary actuarial teams on large scale actuarial projects in the 

African region. He is currently lead Coordinator on Research in Machine Learning for the 

Institute and Faculty of Actuaries’ General Insurance workstream. 

  

 +263775886841, tawchit1@gmail.com 

 

       Christopher Musoke – Inclusive Financial Sector Specialist 

 

Chris has over 20 years’ experience as a financial sector specialist who focuses on initiating, 

designing and implementing financial inclusion programs from start to finish. Chris has 

worked in several African countries and held several executive positions where he was 

responsible for driving financial sector growth strategies. 

 

+256 772 707172, ckmusoke@infocom.co.ug 

  



 

32 | P a g e  

Macroeconomic and Financial Management 
Institute of Eastern and Southern Africa

 

Annexure B – Interaction of IFRS with IFRS9 and IFRS15 
 
 

       DISCUSSION PREPARED FOR IRA 

IFRS 17 Insurance Contracts Interaction with IFRS 9 and IFRS 15 

Objective  

The objective of this discussion paper is to highlight the interaction of IFRS 17 Insurance 
Contracts with: (a) IFRS 9 Financial Instruments; and (b) IFRS 15 Revenue from Contracts with 
Customers. This discussion is intended to present the current thinking from global case studies; 
and summarise key findings. 

Introduction 

IFRS 17 becomes effective on 1 January 2023; and it is expected a life insurance company will 
spend a minimum of 18 months to comply with the standard. Non-life insurance companies will 
experience lesser impact and may comply in a shorter period. 

One of the areas that requires clarity relates to the interaction of IFRS 17 with other standards. 
Case studies are still being undertaken to ascertain the impact of IFRS 17 on IFRS 9 and IFRS 
15 standards. Key lessons have been drawn in early studies conducted in Europe where 
significant change to IFRS 15 and IFRS 9 is not expected at the instance of IFRS 17 if proper 
and prior preparation is undertaken. Indeed, it is possible that insurers can reorganize their 
operations to offset any mismatches between standards.  

We will look at interaction with IFRS 9 before turning to interaction with IFRS 17 in the next 
section and then summarise the main points. 

Interaction of IFRS 17 with IFRS 9 

 IFRS 9 requires that financial assets should be measured at either fair value or 
amortised cost. When a fair value approach is used, gains and losses are recognized in 
profit and loss. 
 

 IFRS 17 requires insurers to discount their insurance contract liabilities using a current 
interest rate. Effect of changes in interest rate will be reported in profit and loss. 
 

 IFRS 9 allows entities to elect to measure financial assets at fair value in order to 
address accounting mismatches. Changes in liabilities through profit and loss would be 
expected to be offset, to the extent that insurance liabilities are matched with underlying 
assets by the profit or loss arising from financial assets. The result is that measuring 
assets backing insurance contracts at fair value and measuring insurance obligations 
using current estimates consistent with relevant market information reduces accounting 
mismatches. 
 

 Both standards include options to reduce accounting mismatches by electing the 
optimum combination of measuring financial assets and liabilities. 
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Analysis 

Companies have to identify portfolios of assets that are backing liabilities and document how 
these are accounted for presently and how these will be accounted for under IFRS 9 and IFRS 
17. The table below is illustrative: 

Asset type Current Accounting 
basis 

Recommended IFRS 
9/17 basis 

Impact 

Bonds  FVOCI  
Loans  FVPL  
Equities  FVPL  
Receivables  FVPL  
Illiquid instruments  FVPL or amortised cost  
Investment units  FVPL  

*FVOCI – Fair value though other comprehensive income 
*FVPL – Fair value through profit and loss 

It will be important to undertake case studies as part of impact assessment and ask companies 
to indicate:  

 whether the interaction of IFRS 17 and IFRS 9 may trigger the need to change 
investment strategy. 

 Or result in an increase in capital requirement due to mismatches. 

The majority of jurisdictions do not expect on overall change in asset allocation due to IFRS 17 
vs 9 interaction as insurers are likely to elect to use fair value option under IFRS 9 to offset any 
accounting mismatches. At the time of the latest publications, there is little evidence to suggest 
that there will be sizable impact after the adjustments to measuring financial assets under IFRS 
9. But we underscore that this may vary by territory, and Uganda will need to undertake its own 
case studies. 

The unique features in a given market that must be understood are the following: 

 Level of segregation of assets by product in insurance companies 
 Economic mismatches – existence of a deep bond market 
 Historical accounting mismatches and how they can be corrected 

Key points to note 

 Where companies segregate portfolios of assets by product line, we expect fewer 
mismatches in comparison with a general fund model. 

 Availability of assets of matching duration, currency and nature of liabilities will be 
expected to reduce mismatches. 

 Historical accounting mismatches typically arise where for example, a particular sub-
sector was not required to undertake annual actuarial valuations. Many African countries 
are yet to introduce actuarial certification for non-life companies, health insurance 
providers and funeral assurance providers who will fall under the purview of IFRS 17. 
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Preliminary Conclusion 

Insurer should consider choosing fair value option to value financial instruments under IFRS 9 in 
order to minimize accounting mismatches between measurement of f insurance contract 
liabilities under IFRS 17. 

Interaction of IFRS 17 with IFRS 15 

Some contracts meet the definition of an insurance contract but have as their primary purpose 
the provision of services for a fixed fee. An entity (including insurers) may choose to apply IFRS 
15 instead of IFRS 17 to such contracts that it issues if, and only if, specified conditions are met. 
The insurer may make that choice contract by contract, but the choice for each contract is 
irrevocable. The conditions are:  

(a) the insurer does not reflect an assessment of the risk associated with an individual customer 
in setting the price of the contract with that customer;  

(b) the contract compensates the customer by providing services, rather than by making cash 
payments to the customer; and  

(c) the insurance risk transferred by the contract arises primarily from the customer’s use of 
services rather than from uncertainty over the cost of those services 

Specific Requirements 

 IFRS 15 specifies the accounting treatment for all revenue arising from contracts with 
customers for performance obligations to provide goods and services.  
 

 Under IFRS 17, an insurer depicts revenue for the transfer of promised insurance 
coverage and other services at an amount that reflects the consideration to which the 
insurer expects to be entitled in exchange for the services.  
 

 This means that the insurer: excludes from insurance revenue any investment 
components or any revenue from a promise to deliver goods and services of a non 
insurance nature;  
 

 Cases arise where an insurance contract provides both insurance cover and services (e.g. 
road-side assistance or food hampers on the birth of a new baby). Both Standards require 
that the statement of financial position reports the related asset or liability, and the 
statement(s) of financial performance reports the progress towards satisfaction of the 
performance obligations in the contracts:  

o IFRS 15 establishes the amount of revenue to be recognised each period and 
adjusts the contract asset or contract liability at the start of the period by the 
amount of revenue recognised to measure the contract asset or contract liability at 
the end of the period; and  

o (b) IFRS 17 requires a measurement model that establishes the carrying amount 
of the asset or liability for the group of insurance contracts at the start and end of 
the reporting period. The amount of insurance revenue presented is determined 
by reference to these two measurements. 
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 Accordingly, IFRS 17 requires entities to separate only the goods and services that are 

distinct from the provision of insurance coverage, in a consistent manner to IFRS 15. IFRS 
17 requires an insurer to allocate the cash inflows of an insurance contract between the 
host insurance contract and the distinct good or non-insurance service, based on the 
stand-alone selling price of the components, consistent with IFRS 15. 
 
Analysis 

 The effect of this will depend on the ability of insurance companies to unbundle the 
services and report them separately. It is possible that the cost of unbundling will be too 
great for insurance companies who will likely opt to maintain the current bundling 
structure and report under IFRS 17, noting that once this election is made the insurer 
can not later revoke it. 
  

 A special case arises when dealing with acquisition expenses that have different 
definitions under IFRS 15 and IFRS 17. Insurers may choose whether to apply IFRS 15 
or IFRS 17 depending on their specific circumstances. There is strong evidence that 
using IFRS 17 for acquisition costs imposes boundary conditions that are at variance 
with what transpires in reality, where acquisition costs are recovered over the contract 
life which in many cases extends beyond the annual contract boundary. There are 
debates that IFRS 17 may make some contracts onerous as a result of the strict 
allocation rules for acquisition costs and not due to the performance of the contract in 
reality. 
  

 For investment business where policyholders purchase units, there will likely be 
separation of revenue and liabilities. This applies also to fixed fee investment contracts. 
 

Preliminary conclusion 

There are clear differences between treatment of similar costs under IFRS 15 and IFRS 17 due 
to (a) difference in scope and definition (b) differences in measurement of the acquisition 
expense with IFRS 15 allowing for it to be amortised over the expected contract lifetime. 

Insurers will be able to choose which standard to apply to specific line items, which may result in 
positive interaction between the two. 

Summary 

IFRS 17 is expected to primarily interact with IFRS 9 and IFRS 15. 

IFRS 9 

Under IFRS 9, insurer should quickly assess their current measurement basis for financial 
assets and ensure that they will be able to offset income and expense through profit and loss on 
liabilities measured according to IFRS 17. Greater chance for success will be attained through 
managing assets on a segregated basis, and in each portfolio matching liabilities by term, 
nature and currency. 
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IFRS 15 

Under IFRS 15, insurance companies should distinguish between contracts for good and 
services and contracts for insurance coverage. Where these are bundled, an attempt to 
unbundle should be pursued and allow measurement of the various elements correctly. 

If companies take early steps to ascertain the impact of the documented interactions between 
these standards, the results could be positively managed. Certainly, localized impact studies 
need to be undertaken to arrive at definitive conclusion of the size of impact in each case for 
various jurisdictions as the design of insurance products vary 
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Annexure C – IFRS17 Impacts discussion 
 
 

       DISCUSSION PREPARED FOR IRA 

The discussion is a collection of published literature from various sources: 
References are include on the last page. 
 
The new accounting standard for insurance contracts, IFRS 17, will have wide-
ranging implications for (re)insurers, and many firms are preparing for significant 
changes to their business operations. 

 
IFRS17 will not only affect insurers’ operations through changes to accounting and IT 
systems, but it will also introduce changes to the presentation of results in the financial 
statements as well as potentially having an impact on the financial results themselves: 

 
Impact Areas 
 
No gross written Premiums 
Contractual Service Margin and removal of cross subsidization 
Aggregation of homogeneous contracts 
Acquisition cashflows 
Separation of non-insurance service income and investment components 
Additional cash flow modelling requirements 

 
No gross written premiums 

 
This will be replaced by insurance contract revenue, which means only the amount of 
premium relating to the risk transferred over the coverage period.  

 
There are challenges with removing GWP: 

 
Gross written premium is currently used in measuring other KPIs such as: 

 
 Assessing business volume and size of insurers; 
 Levying  premium taxes;  
 Determining acquisition costs; and 
 Determining management incentive remuneration. 

 
Under IFRS17, insurance contract revenue will only be recorded in the income statement 
when earned. So there will be a major change to the income statement, in general and in 
particular companies with large volumes of non-insurance business will see a drop in their 
insurance contract revenue.  

 
It is unlikely that the above KPIs will be changed due to the need to maintain consistency in 
performance monitoring for most companies and so it is likely that dual recording of revenue 
will be done. 

 
Contractual Service Margin and Removal of subsidies 
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The general measurement model for liabilities under IFRS 17 is known as the building block 
approach (BBA) and all (re)insurance contracts will be measured as the sum of: 

 
1) Fulfilment’ cashflows (updated at each reporting date), which are defined as: 

a. The present value of probability-weighted expected cashflows (best estimate 
cashflows);  

b. plus  an explicit risk adjustment for insurance risk 
 

2) Contractual service margin (CSM), which is the expected profit from the unearned 
portion of the contract 

 
Under the new standard, there are requirements on the level of granularity at which the 
recognition and measurement principles should be applied. Specifically, the principles 
should be applied at a ‘portfolio’ level, where portfolio is defined as a group of contracts with 
similar risks which are managed together. Dividing into these portfolios sounds eminently 
sensible. However, because the implication of recognising losses immediately means that 
loss-making contracts should not be allowed to offset profitable ones, insurers will need to 
split portfolios further 

 
Under the BBA, the CSM is amortised and profits are recognised over time as insurance 
services are provided over the coverage period of the contract (over the term of the policy). 
However, losses from onerous (or, more simply, ‘loss making’) contracts are recognised 
immediately.  

 
After the end of the coverage period, any future profit or loss from the run-off of the liabilities 
(which, in general insurance, usually extends past the end of the coverage period) will flow 
straight through into the income statement. 

 
Possible simplification for short-term business 

 
One of the most important questions for general insurers will be whether to use a 
simplification option known as the premium allocation approach (PAA). This is an alternative 
to the BBA. This simplification is only permitted in certain circumstances and is only 
applicable to unexpired risks, but the incurred claims liabilities must still follow the BBA 
model.  

 
Under the PAA approach, the CSM is not required. Rather, at inception, the liability for 
unexpired risks, or the “liability for remaining coverage” as it will be known under IFRS 17, is 
calculated as the premiums received less associated acquisition costs. Over time, the 
liability for remaining coverage is updated to reflect additional premiums received (if any) 
and the profit that has been recognised in the income statement for the coverage that was 
provided in that period; that is, the premium earned over the period. Again, similarly to the 
BBA, any losses from onerous contracts must be recognised immediately at inception and, 
after the end of the coverage period, any future profit or loss from the run-off of the liabilities 
will flow straight through into the income statement. 
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This approach will be permitted for contracts where the period of cover is one year or less, 
or where the measurement of the liability for remaining coverage would not differ materially 
from that estimated using the BBA.  

 
The standard states that the latter requirement is not met if, at inception, there is expected 
to be significant variability in the fulfilment cashflows affecting the measurement of the 
liability for remaining coverage during the period before a claim is incurred.  

 
Further, it states that variability in the fulfilment cashflows increases with the length of the 
coverage period of the contract.  

 
In other words, this means that multi-year policies covering risks such as construction, 
energy, engineering, accident and health, directors and officers, credit and surety, mortgage 
indemnity and warranty business may not meet the PAA eligibility criteria. Where a firm 
wishes to use the PAA approach, this will need to be justified, and agreed with its auditor as 
an appropriate approximation. 

 
Comparison with Uganda Prudential Regulations 

 
These core valuation principles for measuring liabilities are similar to the prudential 
regulation promulgated by the Insurance Regulatory Authority in Uganda (IRA); however, 
there are a number of key differences, as detailed in the table below: 

 
As can be seen from this comparison, the standard leaves a number of areas open to 
interpretation or offers options for individual companies to make suitable choices. The 
Prudential Regulations are, by and large, prescribed, so there are a number of additional 
judgements that need to be made by companies in translating between the bases. In order 
for  insurers to get to grips with the new standard, there are a number of key areas to think 
about, and firms will need to decide what these changes mean for them. For example: 

 Eligibility to use the PAA simplification option (discussed above) 
 Level of granularity for measurement and recognition of onerous contracts 
 Accounting policy for determining and reporting risk adjustment 
 Discount rate selection 
 Additional complexities around accounting for outwards reinsurance 
 Reporting and disclosures 

Level of granularity 

Portfolios will need to be split into groups (once at inception only) which include contracts 
written within the same 12-month period and contain:  

 onerous contracts (if any);  
 contracts that have no significant possibility of becoming onerous subsequently (if 

any) and;  
 the remaining contracts in the portfolio (if any).  
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There is, however, an exemption when using the PAA, it should be assumed that no 
contracts in the portfolio are onerous at initial recognition, unless facts and circumstances 
indicate otherwise. 

Accounting policy options for risk adjustment  

If using the BBA, for most insurers, the profit from the CSM will be released over the 
contract period providing little flexibility. The risk adjustment, however, will run off gradually 
over the full term to settlement of all insurance obligations. Therefore, the risk adjustment 
will be a key driver of the profit profile over time and it should be equal to the company’s 
existing cost of capital, in general. It can be thought of as the amount that the company is 
willing to forego in by allocating capital to support the insurance business instead of 
pursuing a riskier investment strategy. 

The insurer needs to decide on the appropriate policy, methodology and assumptions for 
setting the risk adjustment. Guidance is provided on factors to consider; these are 
predominantly focused on appropriately reflecting the risk characteristics of the insurance 
contracts. However, IFRS 17 does not prescribe an approach and so there is significant 
flexibility. Accounting policy should be considered carefully, given its impact and how the 
approach will respond appropriately to changes over time. 

Discount rate selection 

The discount rate should reflect the risk characteristics of the cashflows arising from the 
insurance contracts and where these are matched to an asset portfolio, the asset portfolio 
will provide a good guide to the discount rate to be used.  

The discount rate can be determined using either a top-down (starting with an actual or 
expected reference portfolio rate) or a bottom-up (starting with a risk free rate of return) 
methodology.  

IFRS 17 provides insurers the option to choose to take the volatility due to changes in 
discount rates straight to profit and loss or through other comprehensive income (OCI). This 
accounting policy choice is connected to the classification of financial instruments in IFRS 9 
(many insurers will have the option to defer the implementation of IFRS 9 from 2018 to 
2023, such that IFRS 9 applies at the same time at which IFRS 17 becomes effective).  

The treatment of changes in current discount rates in IFRS 17 for insurance contracts 
creates a potential opportunity to reduce accounting mismatches. 

Additional complexities around accounting for outwards reinsurance 

Under IFRS17, a company must model outwards contracts in the same way as inwards 
business. This means calculating: 

 Discounted best-estimate cashflows 
 Plus allowance for credit risk 
 Plus risk adjustment (reflecting the risk ceded) 
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 Plus contractual service margin (if applicable).  

With the PAA eligibility test having to be applied to outwards contracts too, multi-year 
reinsurance coverage may have to be measured on a BBA basis. Careful consideration will 
also need to be taken on how retrospective reinsurance covers are accounted for.  

All of this may lead to potential asymmetry between gross and ceded profits/losses. 

Presentation and disclosures 

Financial statements will look different under IFRS 17. Perhaps the biggest change will be to 
the income statement, which will no longer show written premiums (these will be disclosed in 
the notes instead) and revenue and expense will be recognised as earned (not received) or 
incurred (not paid). Disclosures will be more burdensome under IFRS 17 and in particular 
will involve detailed reconciliations between opening and closing balances as well as 
disclosure of the confidence level of the insurance liabilities. 
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Deloitte & Touche LLP; Marianne Davitjan, senior manager, Deloitte Canada; and Saad 
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