






 

Page 4 

 

 

3 5 

(All insurers) What types of 
challenges would the new 
product groups bring to your 
entity, including any transitional 
challenges? 

We would like to bring to APRA’s attention the response to Question Nos.7 & 12 below regarding our 

views on APRA’s proposal to understand profitability profiles by introducing requirements to allocate 

AASB17 financials to APRA product groups. On the assumption that APRA will introduce the new 

product groups in conjunction with the implementation of AASB 17, MRA provides its views below on the 

associated challenges. 

Currently, MRA’s proposed level of aggregation methodology indicates that MRA’s AASB17 group of 

contracts will not directly map to the proposed APRA product groups, necessitating an apportionment of 

AASB 17 results to APRA product groups. This would lead to purpose, operational and methodological 

challenges. 

 

Purpose challenge: 

i. Reinsurance policies are priced, entered into and administered as a whole and according to the 
treaty policy terms and conditions.  AASB17 accounting will appropriately follow MRA (re)insurance 
policies (treaties) and report their profitability according to those standards. 

ii. APRA’s proposed product groupings do not necessarily align with a reinsurance policy and would 
require a fundamental reworking of the accounting standards and reporting systems.  Applying 
AASB17 financial reporting standards to APRA’s proposed product groupings is misconstrued and 
would likely deliver product profitability information fundamentally different to the company accounts. 

 

Operational challenges: 

iii. Implementation of the allocation. Munich Re’s IFRS-17 architecture is well progressed but 
nevertheless under development. It remains unclear if the Munich Re architecture will be able to 
support this allocation for reporting purposes in Australia. If the functionality required to allocate to 
APRA product groups is not available, there will then be considerable effort and resource required to 
design and maintain the process, tools and infrastructure to support an allocation process.  
Furthermore, global AASB17 business reporting requirements will be finalised before the release of 
APRA’s final requirements. 

iv. APRA’s proposal appears to require maintaining a dual reporting framework, including a specific 
APRA sub-ledger. This results in incremental effort around the required process, systems and ledger 
to support the reporting framework. 

v. Additional one-off financial costs in the development and establishment of the additional systems.  
MRA also anticipate. higher ongoing costs in the form of higher audit fees. 

 

Methodological challenges: 

vi. Determination of an allocation methodology that is appropriate and enables reasonable and 
meaningful insights to be drawn.  There is a high risk that an allocation method is unable to 
reasonably achieve APRA’s stated requirement of representing the requested product group 
profitability. 
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3 12 

(GI and LI) Would the liability 
data collection approach 
outlined in the QIS workbook 
cause significant issues?  

 
How can APRA improve its 
collection of the liability data 
items to better understand 
profitability profiles by APRA 
product groups? 

We assume that this question is with reference to the tab “Liabilities – LI” in the QIS workbook. 

- We note that the liability data collection approach in the QIS workbook leverages current Life 
Insurance Reporting Form LRF 200. The liability data QIS workbook requires the stressed 
insurance liabilities to be determined separately for gross and ceded which requires extra effort 
as stresses are currently performed on the net insurance liabilities under LAGIC. However, this 
is not expected to cause significant issues for MRA. The liability tab does not collect profitability 
measures from AASB17 reporting (e.g. the CSM). From the proposed data collection, APRA 
may be able understand the profitability profiles by: Collecting the unstressed liability (and 
assessing the impact) from new business separately from in-force business. This enables an 
understanding of the expected profitability of new business (implied from the present value of 
future cash flows) to the profitability of the existing book. 

- Collecting data for insurance written and reinsurance ceded separately. This enables APRA to 

understand if the performance/profitability is driven by the underlying contracts and/or the 

performance of the reinsurance contract. In assessing the latter, MRA notes that this might be 

helpful in understanding the appetite in providing reinsurance coverage to the Australian 

insurance market. For a reinsurance writer, the gross results would provide a better indication of 

the overall appetite to provide reinsurance support to the Australian insurance market, with the 

retroceded results probably yielding less insights from this perspective.   

- Regarding APRA’s understanding of profitability profiles we note the potential lack of 

comparability between the apportioned results as discussed under question 5, and the difficulty 

in achieving the allocation principles outlined by APRA as discussed under question 7, it is 

unclear if APRA’s proposed reporting at the new level of product groups will result in greater 

insight to product profitability in general. 

- For reinsurers (as opposed to direct life insurance writers), MRA believes APRA would be able to 

sufficiently gauge the profitability of products by monitoring the BEL at inception for the new 

business cohort each year at the proposed product group level.  For direct writers, such monitoring 

should be performed both before and after reinsurance to identify those direct writers relying on 

reinsurance support to be profitable.  Poor new business profitability could then lead APRA to 

request specific tailored information regarding in-force profitability under APRA’s existing powers.  

Operationally, the BEL at inception should be readily available with little additional effort required.  

This would negate the necessity of apportionment methods or additional subledgers being built 

specifically for APRA reporting. 

- Loss ratios at product group may provide APRA sufficient data to understand profitability at the 
product group level. 
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3 13 

(All insurers) Are there any 
supplementary data collections 
that insurers deems 
unnecessary in the AASB 17 
environment?  

Whilst the question relates to the potential reduction of returns collected by APRA in a post AASB 17 
environment, MRA has a number of concerns that most of the existing returns will have to remain in 
place along with new forms as per the QIS to enable APRA to fulfil their monitoring role particularly 
during the transitional period.  These concerns cover:  

- Increased audit costs 

- Dual reporting during the transitional period for the March and June 2023 quarters, where 
companies like MRA will already be reporting under AASB 17 but also under the existing MoS 
framework. 

Views in respect of each financial statement are provided below: 

 

Current Requirement Post ASSB 17 Implementation 

LRF 300 – Statement of Financial Position 

The level of information currently provided is 
more granular than that proposed within the QIS 
Balance Sheet. If APRA is prepared to accept 
this reduction in information then this form could 
be replaced.   

LRF 310 – Income Statement 

The items currently reported within this financial 
statement are not replicated by the new PL & OCI 
form within the QIS.  If APRA is prepared to 
accept this reduction in information then this form 
could be replaced.  However, we are concerned  
that APRA will still require some of these existing 
items  (e.g. premium revenue) and hence, either 
hybrid forms will exist resulting in additional 
expenses being incurred by insurers. 

LRF 330 – Summary of Revenue and Expenses 

This could be replaced by the Income Statement 
but this would provide different information to that 
currently provided. Will APRA accept this 
different information. 

LRF 340 – Retained Profits 
Still required as it has not been replaced by any 
of the new statements. 

LRF 400 – Policy Liabilities by Product Group 

APRA has widened the product groups.  
However, items in this return are not covered by 
either the new balance sheet or income 
statement (e.g. statistics).  If APRA is prepared to 
accept this reduction in information then this form 
could be replaced. 

LRF 420 – Assets Backing Policy Liabilities 
The information in this form is not covered by any 
of the forms within the QIS.  Hence, it unlikely this 
form can be discontinued. 




























