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ASSOCIATION ACTUARIELLE INTERNATIONALE 
I N T E R N A T I O N A L  A C T U A R I A L  A S S O C I A T I O N  
 

 
 
 
April 14, 2009 
  
 
 
International Accounting Standards Board 
30 Cannon Street  
London  EC4M 6XH  
United Kingdom  
 
Dear Sir 
 
Re:   IAA comments on the IASB Discussion Paper, Preliminary Views on Financial 

Statement Presentation 
 
In response to the request for input on the IASB's Discussion Paper on its Preliminary Views on 
Financial Statement Presentation, I am pleased to transmit on behalf of the International 
Actuarial Association (IAA) our comments and recommendations. 
 
These comments have been prepared by the Insurance Accounting Committee of the IAA.  If, 
upon reading these comments, you identify any points that you wish to pursue, please do not 
hesitate to contact the chairperson of that committee, Sam Gutterman, or any of the other 
members of the committee.  The IAA will be glad to develop these ideas further with you. 
 
Yours sincerely 
 
 
Yves Guérard 
Secretary General 
 
Attachment:  IAA comments 

 



 

A Commentary on the 
DISCUSSION PAPER 

PRELIMINARY VIEWS ON FINANCIAL STATEMENT PRESENTATION 
Released by the International Accounting Standards Board:  October 2008 

 
 
International Actuarial Association 
The International Actuarial Association (the “IAA”) represents the international actuarial 
profession.  Our sixty-two Full Member actuarial associations represent more than 95% of all 
actuaries practicing around the world and are listed in an Appendix to these comments.  The IAA 
promotes high standards of actuarial professionalism across the globe and serves as the voice of 
the actuarial profession when dealing with other international bodies on matters falling within or 
likely to have an impact on the areas of expertise of actuaries. 
 
IAA Commentary 
The IAA commends the IASB for addressing substantive financial reporting issues such as 
financial statement presentation.  These comments have been prepared by a task force of our 
Insurance Accounting Committee, the members of which are listed in the Appendix.  This letter 
has been subject to the due process required for it to constitute a formal view of the IAA, and 
will be posted to the IAA’s web site. 
 
We believe that the primary objective of financial statements is to enhance the usefulness of the 
information provided to the users of the financial statements.  As such, we support the major 
thrust of the proposals included in the Discussion Paper.  The enhanced flexibility and relevance 
of the information to be provided, subject to cost/benefit concerns, should provide more useful 
information than provided for by current standards.  In addition, as it is not possible to develop a 
one-size-fits-all presentation model, the proposed approach should enhance the value of the 
information presented, although it may reduce comparability between certain entities.  The more 
that external financial information is consistent with information provided for internal 
management information and risk management purposes, the more useful the presentation will 
be to its users. 
 
Because most of the following discussion relates to the potential application of the resulting 
presentation to insurance entities, we have limited our response to the following overall 
comments. 
 
We believe that a consistent classification of items in the basic financial statements, applied on 
the basis of how management uses the items internally, should enhance the ability of users to 
assess an entity's performance.  Although the proposed definitions of categories do not appear 
unreasonable, similar entities may categorize some of their operations in an inconsistent manner.  
We suggest that adequate application guidance be provided to facilitate reasonably consistent 
presentation. 
 
Actuaries should be able to split insurance contract liabilities and assets to accommodate the 
proposals in the Discussion Paper should they be adopted, with the understanding that the use of 
additional estimates would be required for some of these splits.  However, regarding the 
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proposed cash flow statement, although certain information provided by the direct cash flow 
method may be of use in some cases, we note the difficulties that may result from the common 
use of insurance company transactions made on a net basis, particularly those 'net settled' 
(combining both asset and liability cash flows associated with the same counterparty) and certain 
inter-company transactions, where the split between cash income and outgo is currently not 
easily available. 
 
It is our view that a presentation order for financial assets and liabilities based on liquidity would 
be useful, while for insurance assets and liabilities, a split between short-term and long-term 
obligations would provide more meaningful information and would be more consistent with the 
manner in which the insurance industry manages its business.  While it might seem that having 
such a different order would cause confusion, it is our belief that this would lead to a better 
understanding of the liquidity risk for an entity, since short-term liabilities might need to be met 
by selling the most liquid assets.  This is also important for a more consistent presentation of 
insurance assets and liabilities, since they are frequently interrelated (for example, the 
reinsurance asset for a ceded reinsurance contract is generally only recovered when payment of 
the underlying liability by the direct insurer occurs). 
 
Although a clear reconciliation from the statement of comprehensive income to the statement of 
cash flows and an explanation of the changes between the opening and closing balance sheet 
would be useful in many instances, the reconciliation exhibit proposed in the paper between the 
cash flow statement and the income statement would not be particularly useful for insurance 
companies.  In general, cash flows are less important for analyzing insurance companies than, for 
instance, manufacturing companies.  Although the cash flows of a life or non-life insurance 
company with growing premium volume are typically strongly positive, this contributes 
primarily to increases in liabilities rather than to earnings.  Therefore, positive cash flows will 
not necessarily be indicative of a strong company with strong earnings.  Similarly, an insurance 
company that has exited a line of business may experience negative cash flows, but this would 
likely be of limited concern (and would not necessarily be indicative of any problem) to the 
extent that its liabilities and assets were matched.  In general, positive or negative cash flows for 
insurance operations are more indicative of growth than of earnings. 
 
In addition, a reconciliation between income and operating cash flows might prove useful.  
Information about the ability to meet its commitments and its financial flexibility can be 
provided by a reconciliation of opening and closing net borrowings. 
 
There are many other analytical presentation tools that are important to insurance companies that 
should be addressed in the Insurance Contracts project, such as earnings by source for life 
insurance companies and claims run-out triangles for non-life insurance companies.  In particular, 
the precise format for the claims run-out exhibits should be addressed in further discussions.  For 
example, the exhibit currently required under U.S. GAAP is far less useful to users than the 
corresponding exhibit required for U.S. statutory reporting. 
 
We believe it is important to show separately the effect of re-measurement of liabilities, 
including amounts where actual claim run-outs are different from their prior liability estimates, 
from other income.  Our preference would be separate disclosure in the Notes. 
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In addition, we note that, if practical, it would be desirable that each of the income statement and 
balance sheet could be presented in a single page. 
 
We believe that a separate project or effort may be needed to provide a principles-based 
description of the components of other comprehensive income effectively.  A fundamentally 
sound and consistent separation between other comprehensive income and profit and loss would 
enhance the value of entities' financial statements.   
 
We also look forward to providing more detailed recommendations for insurance company 
disclosures as part of the Insurance Contracts project. 
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Appendix A 
 
Members of the Financial Statement Presentation Task Force 
Henry Siegel  Chairperson
Ralph Blanchard Casualty Actuarial Society
Morris Chambers Canadian Institute of Actuaries
Jim Milholland 
Derek Wright Institute of Actuaries
 
Members of the IAA Insurance Accounting Committee 
Sam Gutterman   Chairperson     
David Congram   Co-Vice-Chairperson  
Francis Ruygt   Co-Vice-Chairperson  
Gunn Albertsen   Den Norske Aktuarforening 
Yutaka Amino   Institute of Actuaries of Japan 
Victor Bagnati   Instituto Brasileiro de Atuária (IBA) 
Daniel Barron   Israel Association of Actuaries 
Ralph Blanchard  Casualty Actuarial Society 
Guy Castagnoli   Association Suisse des Actuaires 
Antonella Chiricosta   Istituto Italiano degli Attuari 
Alexander Dollhopf   Svenska Aktuarieföreningen 
Guillermo Lopez De La Garma   Instituto de Actuarios Españoles 
David Finnis   Institute of Actuaries of Australia 
Mark Freedman   Society of Actuaries 
Kavassery S. Gopalakrishnan   Institute of Actuaries of India 
Rokas Gylys   Lietuvos aktuariju draugija 
William C. Hines   American Academy of Actuaries 
Armand Ibo   Institut des Actuaires de Côte d'Ivoire 
Dragica Jankovic   Udru enje Aktuara Srbije 
Burton D Jay   Conference of Consulting Actuaries 
Jelica Klucovska   Slovenska Spolocnost Aktuarov 
Ad Kok   Het Actuarieel Genootschap 
Christoph Krischanitz   Aktuarvereinigung Österreichs (AVÖ) 
Kurt Lambrechts   Association Royale des Actuaires Belges 
Yin Lawn   Actuarial Institute of Chinese Taipei 
Kristine Lomanovska   Latvijas Aktuaru Asociacija 
Brian Morrissey   Society of Actuaries in Ireland 
Andreja Radic   Hrvatsko Aktuarsko Drustvo 
Nithiarani Rajasingham   Singapore Actuarial Society 
Thomas Ringsted   Den Danske Aktuarforening 
Matthew Saker   Faculty of Actuaries 
Jaanus Sibul   Eesti Aktuaaride Liit 
Dieter Silbernagel   Deutsche Aktuarvereinigung e.V. 
Pentti Soininen   Suomen Aktuaariyhdistys 
Bjarni Thórdarson   Félag Islenskra Tryggingastærðfræðinga 
Charles Vincensini   Institut des Actuaires 
Peter Withey   Actuarial Society of South Africa 
Derek Wright   Institute of Actuaries 
Jana Zelinkova   Ceská Spolecnost Aktuárù 
Jesús Zúñiga  Colegio Nacional de Actuarios A.C. 
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Appendix 
 

 
Full Member Associations of the IAA  
Consejo Profesional de Ciencias Económicas de la Ciudad Autónoma de Buenos Aires 

(Argentina) 
Institute of Actuaries of Australia (Australia) 
Aktuarvereinigung Österreichs (AVÖ) (Austria) 
Association Royale des Actuaires Belges (Belgique) 
Instituto Brasileiro de Atuária (IBA) (Brazil) 
Bulgarian Actuarial Society (Bulgaria) 
Canadian Institute of Actuaries/Institut Canadien des Actuaires (Canada) 
Caribbean Actuarial Association 
Actuarial Institute of Chinese Taipei (Chinese Taipei) 
Institut des Actuaires de Côte d'Ivoire (Côte D`Ivoire) 
Hrvatsko Aktuarsko Drustvo (Croatia) 
Cyprus Association of Actuaries (Cyprus) 
Ceská Spolecnost Aktuárù (Czech Republic) 
Den Danske Aktuarforening (Denmark) 
Egyptian Society of Actuaries (Egypt) 
Eesti Aktuaaride Liit (Estonia) 
Suomen Aktuaariyhdistys (Finland) 
Institut des Actuaires (France) 
Deutsche Aktuarvereinigung e.V. (DAV) (Germany) 
Hellenic Actuarial Society (Greece) 
Actuarial Society of Hong Kong (Hong Kong) 
Magyar Aktuárius Társaság (Hungary) 
Félag Islenskra Tryggingastærðfræðinga (Iceland) 
Institute of Actuaries of India (India) 
Persatuan Aktuaris Indonesia (Indonesia) 
Society of Actuaries in Ireland (Ireland) 
Israel Association of Actuaries (Israel) 
Istituto Italiano degli Attuari (Italy) 
Institute of Actuaries of Japan (Japan) 
Japanese Society of Certified Pension Actuaries (Japan) 
Latvijas Aktuaru Asociacija (Latvia) 
Lebanese Association of Actuaries (Lebanon) 
Lietuvos Aktuariju Draugija (Lithuania) 
Persatuan Aktuari Malaysia (Malaysia) 
Colegio Nacional de Actuarios A.C. (Mexico) 
Association Marocaine des Actuaires (Morocco) 
Het Actuarieel Genootschap (Netherlands) 
New Zealand Society of Actuaries (New Zealand) 
Den Norske Aktuarforening (Norway) 
Pakistan Society of Actuaries (Pakistan) 
Actuarial Society of the Philippines (Philippines) 
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Polskie Stowarzyszenie Aktuariuszy (Poland) 
Instituto dos Actuários Portugueses (Portugal) 
Academia de Actuarios de Puerto Rico (Puerto Rico) 
Russian Guild of Actuaries (Russia) 
Udruženje Aktuara Srbije (Serbia) 
Singapore Actuarial Society (Singapore) 
Slovenska Spolocnost Aktuarov (Slovakia) 
Slovensko Aktuarsko Drustvo (Slovenia) 
Actuarial Society of South Africa (South Africa) 
Col.legi d'Actuaris de Catalunya (Spain) 
Instituto de Actuarios Españoles (Spain) 
Svenska Aktuarieföreningen (Sweden) 
Association Suisse des Actuaires (Switzerland) 
Society of Actuaries of Thailand (Thailand) 
Faculty of Actuaries (United Kingdom) 
Institute of Actuaries (United Kingdom) 
American Academy of Actuaries (United States) 
American Society of Pension Professionals & Actuaries (United States) 
Casualty Actuarial Society (United States) 
Conference of Consulting Actuaries (United States) 
Society of Actuaries (United States) 
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INTERNATIONAL ACTUARIAL ASSOCIATION

April 14, 2009


International Accounting Standards Board


30 Cannon Street 


London  EC4M 6XH 


United Kingdom 

Dear Sir

Re:   IAA comments on the IASB Discussion Paper, Preliminary Views on Financial Statement Presentation


In response to the request for input on the IASB's Discussion Paper on its Preliminary Views on Financial Statement Presentation, I am pleased to transmit on behalf of the International Actuarial Association (IAA) our comments and recommendations.


These comments have been prepared by the Insurance Accounting Committee of the IAA.  If, upon reading these comments, you identify any points that you wish to pursue, please do not hesitate to contact the chairperson of that committee, Sam Gutterman, or any of the other members of the committee.  The IAA will be glad to develop these ideas further with you.


Yours sincerely


Yves Guérard


Secretary General


Attachment:  IAA comments


A Commentary on the


Discussion Paper

Preliminary Views on Financial Statement Presentation

Released by the International Accounting Standards Board:  October 2008

International Actuarial Association

The International Actuarial Association (the “IAA”) represents the international actuarial profession.  Our sixty-two Full Member actuarial associations represent more than 95% of all actuaries practicing around the world and are listed in an Appendix to these comments.  The IAA promotes high standards of actuarial professionalism across the globe and serves as the voice of the actuarial profession when dealing with other international bodies on matters falling within or likely to have an impact on the areas of expertise of actuaries.


IAA Commentary


The IAA commends the IASB for addressing substantive financial reporting issues such as financial statement presentation.  These comments have been prepared by a task force of our Insurance Accounting Committee, the members of which are listed in the Appendix.  This letter has been subject to the due process required for it to constitute a formal view of the IAA, and will be posted to the IAA’s web site.


We believe that the primary objective of financial statements is to enhance the usefulness of the information provided to the users of the financial statements.  As such, we support the major thrust of the proposals included in the Discussion Paper.  The enhanced flexibility and relevance of the information to be provided, subject to cost/benefit concerns, should provide more useful information than provided for by current standards.  In addition, as it is not possible to develop a one-size-fits-all presentation model, the proposed approach should enhance the value of the information presented, although it may reduce comparability between certain entities.  The more that external financial information is consistent with information provided for internal management information and risk management purposes, the more useful the presentation will be to its users.


Because most of the following discussion relates to the potential application of the resulting presentation to insurance entities, we have limited our response to the following overall comments.


We believe that a consistent classification of items in the basic financial statements, applied on the basis of how management uses the items internally, should enhance the ability of users to assess an entity's performance.  Although the proposed definitions of categories do not appear unreasonable, similar entities may categorize some of their operations in an inconsistent manner.  We suggest that adequate application guidance be provided to facilitate reasonably consistent presentation.


Actuaries should be able to split insurance contract liabilities and assets to accommodate the proposals in the Discussion Paper should they be adopted, with the understanding that the use of additional estimates would be required for some of these splits.  However, regarding the proposed cash flow statement, although certain information provided by the direct cash flow method may be of use in some cases, we note the difficulties that may result from the common use of insurance company transactions made on a net basis, particularly those 'net settled' (combining both asset and liability cash flows associated with the same counterparty) and certain inter-company transactions, where the split between cash income and outgo is currently not easily available.


It is our view that a presentation order for financial assets and liabilities based on liquidity would be useful, while for insurance assets and liabilities, a split between short-term and long-term obligations would provide more meaningful information and would be more consistent with the manner in which the insurance industry manages its business.  While it might seem that having such a different order would cause confusion, it is our belief that this would lead to a better understanding of the liquidity risk for an entity, since short-term liabilities might need to be met by selling the most liquid assets.  This is also important for a more consistent presentation of insurance assets and liabilities, since they are frequently interrelated (for example, the reinsurance asset for a ceded reinsurance contract is generally only recovered when payment of the underlying liability by the direct insurer occurs).


Although a clear reconciliation from the statement of comprehensive income to the statement of cash flows and an explanation of the changes between the opening and closing balance sheet would be useful in many instances, the reconciliation exhibit proposed in the paper between the cash flow statement and the income statement would not be particularly useful for insurance companies.  In general, cash flows are less important for analyzing insurance companies than, for instance, manufacturing companies.  Although the cash flows of a life or non-life insurance company with growing premium volume are typically strongly positive, this contributes primarily to increases in liabilities rather than to earnings.  Therefore, positive cash flows will not necessarily be indicative of a strong company with strong earnings.  Similarly, an insurance company that has exited a line of business may experience negative cash flows, but this would likely be of limited concern (and would not necessarily be indicative of any problem) to the extent that its liabilities and assets were matched.  In general, positive or negative cash flows for insurance operations are more indicative of growth than of earnings.


In addition, a reconciliation between income and operating cash flows might prove useful.  Information about the ability to meet its commitments and its financial flexibility can be provided by a reconciliation of opening and closing net borrowings.


There are many other analytical presentation tools that are important to insurance companies that should be addressed in the Insurance Contracts project, such as earnings by source for life insurance companies and claims run-out triangles for non-life insurance companies.  In particular, the precise format for the claims run-out exhibits should be addressed in further discussions.  For example, the exhibit currently required under U.S. GAAP is far less useful to users than the corresponding exhibit required for U.S. statutory reporting.


We believe it is important to show separately the effect of re-measurement of liabilities, including amounts where actual claim run-outs are different from their prior liability estimates, from other income.  Our preference would be separate disclosure in the Notes.


In addition, we note that, if practical, it would be desirable that each of the income statement and balance sheet could be presented in a single page.


We believe that a separate project or effort may be needed to provide a principles-based description of the components of other comprehensive income effectively.  A fundamentally sound and consistent separation between other comprehensive income and profit and loss would enhance the value of entities' financial statements.  


We also look forward to providing more detailed recommendations for insurance company disclosures as part of the Insurance Contracts project.
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