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Accounting for Insurance Contracts - Problems in Insurance Liability -

Kazuhiro Nishiyama
(Associate Professor, Teikyo University)

In this paper, I considered International Financial Reporting Standard No.17 “Insurance Contract”
(IFRS17) was issued in May 2017. I[FRS 17 requires that for insurance liabilities are measured at their fair
value. It will improve the financial reporting of life insurers because they employ market-consistent
method. However, there is a problem with IFRS 17 from the perspective of accounting theory.

I overviewed the accounting structure of IFRS17, especially the treatment of insurance liabilities. And
pointed out the problem of their components. Contractual service margin (CSM) which is component of
insurance liability, is not fulfilling the definition of the liability on IFRS Conceptual Framework. Then I
concluded that CSM’s attributes do not have the nature of debt, but have the nature of deferred revenue,
and CSM should be included and reported in other comprehensive income.
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