Appendix 9 : Interview PwC

LD : Thank you for giving me this interview. Before we can start, can | record our interview?

JM : Yes I have no problem with that but note that what I am going to say reflects my personal

point of view and not the one from PwC.
LD : That’s exactly what I want, that’s not a problem. Could you start by presenting yourself?

JM : My name is Johan Meuleman, | have been working at PwC for 5 years now. | have started
being a consultant for financial services firm because of my interest for Basel, the regulation for
banking. From there, | worked on projects about IFRS 9 since it is a complicated regulation about
financial products that’s necessary in the banking and insurance industries. I did this for two years
before starting projects on IFRS 17 in Belgium and abroad and | have been doing this for the past

2 or 3 years.

LD : So | have a couple of questions obviously for some of them, | have already seen
solutions/answers on the documents and so on but I need to confront them with your opinion as a

professional so I'm going to ask them regardless.

First | focused on the general model because the other two are less practical and for a matter of size
of my thesis, it’s wasn’t feasible to focus on all three. So the general model is divided in different
blocks from the cash flows which are discounted, the risk adjustment and the CSM. First things
first do you think that this model is a better way to calculate the liability that comes from the

insurance contracts, in a more reliable way and why of course?
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LD : I will come back with RA and cash flows latter. In the disclosures, they require the entities to
disclose information about things like cash flows and elements that have an impact on them,
calculations and whatever. I think that it’s not very different than what was asked under IFRS 4

beside the fact that it’s spread across the different types of contracts because there are different

types no
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LD : I read documents and some elements that | have put in my thesis that say that some elements
of Solvency Il might be used as a basis to implement IFRS 17 for example, for the discount rates,
the method of Solvency Il could be used as the bottom-up approach under IFRS 17 or again the
risk adjustment that may be similar, so what elements do you think could be used or not?

JM : | think there is a tendency to rely as much as possible from Solvency and deviate when
necessary or when desirable. The way that Solvency models are used to project the cash flows and
come up with the best estimate are probably going to be used by everyone. Actuarial estimates are
not supposed to be different. Some changes might be expected for the expenses like directly
attributable might be different under Solvency Il. The contract boundaries are not exactly the same.
These assumptions they can play with but the mortality tables or other kinds of tables are expected
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to be the same. When you have a look at the discount curve, yeah, you cannot use exactly the same
discount curve but you can indeed have a similar approach, it could be the bottom-up approach as
you mentioned. The risk-adjustment is really defined how you can estimate it. You can use the cost
of capital like in Solvency Il or other approaches. So again, there will be some leveraging but they
will be more in narrow in scope because the standard give you some additional freedom make some
remarks on some operational risks that you may not need to cover or that you may not want to
cover it. 6% is also not fixed so | see some leveraging that some entities not all but some might

want to use. But yeah also a lot of deviations that they want to include.

LD : Before | came here in September, | also went to the national bank to have the same kind of
discussion and they mentioned that the difference in the granularity level required by the two
standards might be a problem to use the concept since they may very well be at different levels.
What do you think about it?

JM : No not the concepts, if you calculate at the levels, yes you may encounter problems because
as you mentioned , Solvency Il is on higher level, with portfolios and such but with IFRS 17 you
need the CSM groups which are more granular with levels that you don’t see or recognize from
Solvency Il at all. | think the issue is mainly there for the CSM because there is a very big
calculation there and if you do it at a higher level, there is no way that you go back. For other
elements, | think with some clever ways other, you could still use most of the concept, and the

calculation.
LD : Yeah even if you calculate them at a higher, you could still dispatch them.

JM : Allocation is one way but even with the calculation at a lower level, you could still tweak the
calculation and keep the methodologies as long as you have the data for it. Or do a bit in between.

LD : I don’t know if you have other remarks on the accountancy side of the standard before | go

on with the more hmm practical implications of it.

JM : No I don’t really see anything
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LD : I have a few other questions which are more on the practical side of consequences of things,
less accounting | would say.

JM : ok
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LD : Would you have an example of what type of products could be in that case?

LD : But once again it will depend on what happens when it’s first applied.

[ &)

M : It will happen but yes it will depend.

LD : Well that’s always a problem with IFRS 17 that there is no clarity on how it’s going to work

ut.

o

—

M : But it also creates the opportunity of course.
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LD : We will see until the end but it’s always the recurrent problems because you never really

know.
JM : Yes no one has a crystal bowl that tells the truth, that would help me a lot.

LD : We have talked about the link between IFRS 17 and Solvency Il. | have focused on this one
but 1 was wondering whether there were other regulations that could be used to help for

implementation or not.

JM : I don’t know if you have some knowledge on MCV, this could be used as a help as well, I can
see it used by some of my clients even though I’m not an expert myself. Understanding the
interactions with IFRS 9 because the two are interlinked and there is no way around it. Those two
are the key ones. It’s always important that you don’t focus only on your financial accounting but
you also have the data you need to be compliant. So you management accounting needs to be fit.
The granularity that you choose and the way you choose to do your calculations should revolve
around it. Just not really regulations but still. I think that’s about it, I don’t know if you had others

in mind?

LD : No I had mainly focused on IFRS17/9 and Solvency Il. | think they are the most important

and relevant so.
JM : Yes | agree.

LD : I don’t have any other questions, I don’t know if you have anything else to say any remarks

or..?

JM : No I don’t know if I have answered your questions to the extent that you were expecting but

if you need any further precisions or you have any other questions, you have my e-mail | think.
LD : Yes I do.

JM : Don’t hesitate to ask if you need something.

LD : Thank you for your time and contribution.

JM : That was a pleasure.
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