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Interim Guidance for IFRS 17 OSFI Government Line Reporting
for RSP and FARM

Background

Facility Association provides monthly reports to members to support their need to report financial
information in the three categories (“government lines”) used in OSFI financial returns for
automobile insurance: Liability, Personal Accident and Other. These reports are referred to as the

“Government Line Report” (“GLR”).

At this time, reports are available on the IFRS 4 accounting basis, but they are not yet available on
the IFRS 17 accounting basis. The expected dates for the IFRS 17 Government Line report availability
are:

e April 3,2023 for RSP
e June 27,2023 for FARM

In the interim, we wish to provide additional information for members to estimate the appropriate
IFRS 17 quantities for OSFI reporting purposes.

Understanding the data in the Government Line Report

Data in the GLR is the same data available on a combined basis (i.e., not separated into Liability,
Personal Accident and Other) in the monthly operational report. In order to calculate the
government line amounts, the combined data is allocated into the three GLR categories using ratios,

which are updated each month.

For example:

Ratio Code Ratio Name Account Code and Name

UPR Unearned Premium 9130 - Premium Deficiency (DPAC) _ Discounted

This can be read as “DPAC is allocated into the three GLR categories using the ratio of Unearned

Premium in each of the three categories”.

The exact ratios applied vary from month to month, as they are recalculated each month.
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This document includes a list of the ratios used in the current IFRS 4 GLR as well as the upcoming
IFRS 17 GLR. Our interim recommendation is to use the existing IFRS 4 GLR amounts to derive
appropriate allocation ratios for the combined IFRS 17 amounts found in the monthly operational

report.
For example:
Ratio Code Ratio Name IFRS 4 Account Code and Name
IBNRPFAD IBNR PfADs 9480 - IBNR — Discounted
New IFRS 17 RSP Accounts
IBNRPFAD IBNR PfADs 7007 - Liability for Incurred Claims (LIC)

As can be seen from this table, the same ratio (“IBNRPFAD”) is used to allocate IFRS 4 discounted
IBNR to government lines as is used to allocate IFRS 17 LIC to government lines. Therefore, to
calculate LIC by government line, the insurer could proceed with the following estimate:

From IFRS 4 Government Line Report:

Liability Personal Accident Other

Discounted IBNR 3,000 2,000 1,000

From IFRS 17 Operational Report:

Total

LIC 5,500

IFR17 Government Line Report estimate (calculated by insurer)

Liability Personal Accident Other
LIC 5,500%(3,000/6,000) 5,500%*(2,000/6,000) 5,500%*(1,000/6,000)

=2,750 =1,833 =917
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The tables below provide the ratios used to split each account by government line. The IFRS 4 GLR
can then be used to derive each ratio for the month, and apply them to the IFRS 17 quantities from
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the Operational Report which use the same allocation ratios.

RSP Government Line Allocation Ratios

Ratio Code Ratio Name Account Code and Name
EP Earned Premium 9420 - Transferred Earned Premiums
IBNRPFAD IBNR PfADs 9480 - IBNR — Discounted
IBNRPFAD IBNR PfADs 9600 - IBNR Undiscounted
IBNRPFAD IBNR PfADs 9620 - Provision for Adverse Deviations
oL Outstanding Loss by Accident Year 9380 - Transferred Outstanding Losses
PR Paid Ratio 9240 - Transferred Paid Expenses
PR Paid Ratio 9370 - Transferred Paid Losses
UPR Unearned Premium 9130 - Premium Deficiency (DPAC) _ Discounted
UPR Unearned Premium 9135 - Future Costs on Unearned Premium — Discounted
UPR Unearned Premium 9630 - Premium Deficiency (DPAC) — Undiscounted
UPR Unearned Premium 9635 - Future Costs on Unearned Premium — Undiscounted
WP Written Premium 9220 - Transferred Premiums
WP Written Premium 9390 - Expense Allowance
WPACC Written Premium By Accident Year 9540 - Administration
New IFRS 17 RSP Accounts
IBNRPFAD IBNR PfADs 7001 - PV FCF
IBNRPFAD IBNR PfADs 7002 - Risk Adjustment
oL Outstanding Loss by Accident Year 7003 - Insurance Finance Expense
UPR Unearned Premium 7004 - Loss Component
WP Written Premium 7005 - Premiums received
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IBNRPFAD IBNR PfADs 7006 - Discounted Risk Adjustment on IBNR

IBNRPFAD IBNR PfADs 7007 - Liability for Incurred Claims (LIC)

UPR Unearned Premium 7008 - Liability for Remaining Coverage (LRC)

UPR Unearned Premium 7009 - Discounted future losses with discounted Risk Adj.
and LC

UPR Unearned Premium 7010 - Undiscounted future losses with Discounted Risk Adj.
and LC

WP Written Premium 7011 - Earned expense allowance

oL Outstanding Loss by Accident Year 7012 - Insurance Finance Expense from PV FCF

oL Outstanding Loss by Accident Year 7013 - Insurance Finance Expense from Risk Adjustment

WP Written Premium 7014 - Expense Allowance received

UPR Unearned Premium 7015 - Undiscounted Loss Component

WP Written Premium 7016 - Net premium receivables

oL Outstanding Loss by Accident Year 7017 - Undiscounted Risk Adjustment on Outstanding Losses

IBNRPFAD IBNR PfADs 7018 - Undiscounted Risk Adjustment on IBNR Provision

FARM Government Line Allocation Ratios

Ratio Code Ratio Name Account Code and Name

FARMEP Earned Premium 9020 - Gross Earned Premium

FARMEP Earned Premium 9050 - CLAIMS SERVICE

FARMIBNRPFAD IBNR PfADs 9100 - IBNR discounted

FARMIBNRPFAD IBNR PfADs 9150 - Retro Claims Expense-Member Sharing
FARMIBNRPFAD IBNR PfADs 9600 - IBNR Undiscounted

FARMIBNRPFAD IBNR PfADs 9620 - Provision for Adverse Deviations
FARMIBNRPFAD IBNR PfADs 9650 - Retro Claims Expense-Undiscounted

FARMOL

Outstanding Loss

2040 - Outstanding Loss Amount

FARMPR

Paid Ratio

4020 - Paid Loss
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FARMUPR Unearned Premium 9130 - Premium Deficiency (DPAC) _ Discounted
FARMUPR Unearned Premium 9135 - Future Costs on Unearned Premium Discounted
FARMUPR Unearned Premium 9630 - Premium Deficiency (DPAC) — Undiscounted
FARMUPR Unearned Premium 9635 - Future Costs on Unearned Premium Undiscounted
FARMWP Written Premium 4000 - Written Premium

FARMWP Written Premium 9010 - Investment Income

FARMWP Written Premium 9030 — Agent Commissions

FARMWP Written Premium 9040 - Operating and Service Fees

New IFRS 17 FARM Accounts

FARMIBNRPFAD IBNR PfADs 7101 - PV FCF
FARMIBNRPFAD IBNR PfADs 7102 - Risk Adjustment
FARMIBNRPFAD IBNR PfADs 7103 - Insurance Finance Expense

FARMUPR Unearned Premium 7104 - Loss Component

FARMWP Written Premium 7105 - Premiums received

FARMIBNRPFAD IBNR PfADs 7106 - Discounted Risk Adjustment on IBNR
FARMIBNRPFAD IBNR PfADs 7107 - Liability for Incurred Claims (LIC)

FARMUPR Unearned Premium 7108 - Liability for Remaining Coverage (LRC)
. 7109 - Discounted future losses cashflows from LIC and LRC including
FARMUPR Unearned Premium . .
Risk Adjustment
FARMUPR Unearned Premium 7110 - Undiscounted future loss cashflows from LIC and LRC
FARMIBNRPFAD IBNR PfADs 7112 - Insurance Finance Expense from PV FCF
FARMIBNRPFAD IBNR PfADs 7113 - Insurance Finance Expense from Risk Adjustment

FARMUPR

Unearned Premium

7115 - Undiscounted Loss Component

FARMWP

Written Premium

7116 - Net premium receivables

FARMIBNRPFAD

IBNR PfADs

7117 - Undiscounted Risk Adjustment on Unpaid Claims

FARMWP

Written Premium

7118 - Current Payable
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FARMUPR Unearned Premium 7119 - Losses and Reversals of Losses on Onerous Contracts
FARMUPR Unearned Premium 7120 - Reversal of Expected Claims and Expenses
FARMUPR Unearned Premium 7121 - Insurance Finance Expense from Loss Component
FARMWP Written Premium 7122 - Insurance Acquisition Cash Flows Paid

FARMWP Written Premium 7123 - Paid claims expenses

FARMUPR Unearned Premium 7124 - Unearned Premium

FARMUPR Unearned Premium 7125 - Unamortized IACFs

FARMWP Written Premium 7126 - Paid admin expenses




