SCHEDULE

The requirements for the preparation of the Reserve Report – General Insurance of the Actuary

1 An insurer carrying on general insurance business shall in respect of all general insurance business transacted by the insurer cause an investigation to be made by an actuary at the end of each financial year into the financial condition of such general insurance business, including a valuation of its liabilities in respect of that business and shall cause an report to be made as specified herein.

2 There shall be appended to every report made by an actuary, a certificate signed by the Director or Principal Officer of the insurer, as per paragraph 43.2 of Form IRCSL-ARA. 

3 The following statements shall be prepared in accordance with the requirements of this Schedule, and be appended to every report: -     
(a) summary of the policy liability results to which the report relates shall be as specified in Form G - GI set out herein; 

(b) Solvency Margin For General Insurance Business as specified in Form K – GI set out herein;
(c) summary of the company’s underwriting practices to be specified in Annexure I herein;
(d) summary of the company’s claim policy to be specified in Annexure II herein;
(e) summary of the annual activities of General Insurance Policies as specified in Annexure III herein;
(f) summary and data and information provided to the Actuary as specified in Annexure IV herein;
(g) list of information looked at and details of the preparation of data to be given in Annexure V herein;
(h) additional information on the methods and assumptions used by the Actuary and the results as specified in Annexure VI herein;
4 The method of valuing liabilities shall be as prescribed in the Solvency Margin (Risk Based Capital) Rules 2015 and any amendments made thereto from time to time.

5 If the insurer has any foreign operations, the insurer would be required to enclose a copy of the returns furnished to the insurance regulator in that country.

6 If the company transacts business outside Sri Lanka, Annexure III and Form G-GI to be presented for policies issued outside Sri Lanka in addition to providing the said forms for the entire portfolio (company). 

7  The company should submit soft copies (in excel format) of all forms and tables presented in the report in addition to submitting certified copies as required. 

8 The Actuary should sign all pages of the Reserve Report (and any attachments) or all pages should be printed on pages containing company / actuarial consultant’s logo/letterhead as confirmation that all the information contained is accurate and complete to the best of his/her knowledge. The report (and any attachments) maybe printed on pages containing the insurance company logo/letterhead to full fill the above requirement only if the Actuary is internal (an employee of the company). 
FORM IRCSL-ARA
GENERAL INSURANCE- RESERVE REPORT 

1. Name and address of the Insurer with phone/fax numbers:
2. Date of Registration:
3. Date of commencement of business:
4. Name, Address and qualifications of Actuary:
5. Valuation Date of the Reserve Report:

Business Overview 
1. If the company transacts any business outside Sri Lanka, please details of changes since last financial year end
2. Provide details of all products in the table below (state main products first):
Table 1: Product Details

	Marketing Name of product
	Business Category
	Brief description of the product features
	Financial options and guarantees in the product (yes/no, if yes give details)
	Product is modelled /un- modelled

	
	
	
	
	


Note: The ‘Business Category’ mentioned above should be as specified in the Solvency Margin (Risk Based Capital) Rules 2015
3. Provide a brief business overview  since the last financial year end (lines of business written, trend in business mix, growth across different lines of business)
4. Any events that occurred during the financial year, which the Actuary considers necessary to include in this report

5. Comment on material changes in business including details of new products introduced since last financial year end  
Company Practices and Strategy
6. Underwriting & Claims
a. Give a brief overview of the company’s underwriting practices, including current policy, processes, systems and controls in Appendix I. 
b. Comment on the changes since the last financial year end in company’s underwriting practices, including current policy, processes, systems and controls. 
c. Give a brief overview of the company’s claim policy in Appendix II. 
d. Comment on changes in company’s claim policy over the last three years. 
e. Discuss the impact of above changes (underwriting and claims) on the claims development pattern, claims ratio and the policy liability for the relevant lines of business 
7. Reinsurance   

a. Describe any significant changes to the programme over the last three financial years. And comment on the effect of the above on the liability estimation process
b. Please state any consideration of pending changes to the reinsurance arrangements, which may have an impact on the net of reinsurance premium and claim liability and how the same has been allowed for in the liability estimation process. 
c. State details of any possible potential risk of default of reinsurance recoveries.  And give any adjustments / allowances made for same.
Data 
8. Provide a list of information looked at during the computations required under the Solvency Margin (Risk Based Capital) Rules, 2015. in Annexure V. E.g. Reinsurance Arrangements in place

9. Provide details of preparation of data in Annexure V. 
10. Unusual Events and its impact 

a. Provide a summary of the occurrence of unusual events since the last financial year end and comment on the impact of same on the policy liability e.g.
· Individual large claims
· Catastrophic events causing a large number of claims
· Changes in Law affecting the incidence and size of claims
· Impact of external factors on the average size of claims

b. If any individually large claims affect the claims development figures, state how are they taken note of in the estimation process
11. Data Summary
a. A statement of policies, coverage and premiums, providing a synopsis of the data used in the valuation, to be enclosed in the format given in Appendix III.
Please comment on the information provided in Appendix III including any material changes see since the previous financial year end. 

b. State a summary of the data and information provided to the Actuary to arrive at the valuation results in Appendix IV.
Liability valuation Methodology 

12. Determination of BEL 

a. State methodology for determining Best Estimate of Claims Liability (both gross and net of reinsurance)
b. State methodology for determining Best Estimate of Premiums Liability (both gross and net reinsurance)
13. State how the (gross – net) liabilities were allocated to different credit ratings. 
14. If a non-standard method has been used, provide a detailed description of how the method works and the key assumptions on which it is based. 
15. Please comment on the observed trends in frequency of loss occurrence, average cost per claim paid and per claim outstanding, speed of emergence of claims and speed of settlement over the last 3 years. Please also state how these have been taken into account in the selection of the process of estimation of liability.
16. Where more than one method is used, state the basis for the choice of results.
17. Please state the assumptions underlying the selected method(s) and to what extent the validity of the assumptions was verified.
18. Please give information used for the method of valuation (including calculations performed such as claims development patterns) in Annexure VI.

19. If the company has any liabilities where risk cover is for more than 1 year, please give a brief description of same and state how these liabilities were valued. Give the premium liability and claim liability for such risks. 

20. Please comment on the appropriateness of the Case Reserves held. 

21. Disclose any approximation or simplification made in determination of the policy liability.
22. Un-modelled Products: 

a. Give brief details of products which could not be modelled or valued as per the Solvency Margin (Risk Based Capital) Rules 2015. 
b. State reasons for not modelling /valuing these products as required. 
c. Specify the amount of the reserves held in respect of these un-modelled products and the basis for determination of the reserves.  On an aggregate what is the proportion of reserves held in respect of such un-modelled products to total policyholder liability.
23. If the company holds any aggregate provisions (not determined at policy level/business category level), state how these aggregate provisions were determined.
24. Bundled Products:

a. If the company has any bundled products, please provide the following details:
Table 2: Bundled Products

	Marketing Name of Product
	Business Categories (of the Benefits)
	Brief details of all Benefits
	BE Policy Liability Amount

	
	
	
	


b. Describe the method of valuing the above product and how it was classified for the purpose of applying the Risk Margins and Stress Factors. 
c. Describe the affect of the policy liabilities given the method adopted. 
25. Options & Guarantees

a. If the company has products with options or guarantees, please provide details of the method used and explain how you have ensured the adequacy of the policy liability for such products & how the same complies with the requirements specified in the Solvency Margin (Risk Based Capital) Rules 2015.   

26. If the company transacts business outside Sri Lanka, please state the method of valuing these liabilities including the risk free interest rate yield curve used for discounting liability cash flows (for each foreign currency exposure) and the basis for determination of same.
27. If any changes made in the valuation methods used since the last financial year end, please provide details of same and give reasons for the changes.

Assumptions used in valuation
28. If discounting used when arriving at the liability figures, state for which types of business and provide justification for same.

29. Give the best estimate assumptions used for determination of unexpired risk liabilities and claims liabilities in Annexure VI. Assumptions should include details with respect to incidence and severity assumptions, if any, the distribution assumptions used in any stochastic models, if applicable. Assumptions on development factors and ultimate loss ratios, expense rate and recoveries should be stated clearly. 
30. Explain in detail the expense allowance made in the liability computations and the basis for same. Direct and indirect expenses such as those given in Solvency Margin (Risk Based Capital) Rules 2015 rule 40 needs to be appropriately allowed for. 
31. Explain how the above assumptions are derived and furnish a summary of the investigations performed in Annexure VI.
32. State  key differences in assumptions between valuations of claims and premium liabilities and justify same
33. Give details of an analysis of the experience of the insurer to review the assumptions used in the previous financial year end valuation against the actual experience emerging during the year. If there are material differences in the emerging experience and the previous valuation assumptions, the actuary should justify the difference and explain how that has been reflected in the current valuation assumptions.

34. If any changes been made to the assumptions compared to the previous financial year end valuation, give details of such changes and reasons for change. Give details of an analysis of the experience of the insurer to justify the changes made.

If the company has reported CAR ratio below 160% on the reporting date please quantify the financial implication arising from such change (i.e. re-compute CAR as at the current valuation date using the assumptions used in the previous valuation exercise and provide details of affected results e.g. CAR, policy liabilities, affected RCR components etc.). 

Liability Results
35. A summary of the valuation results to be provided in Form G-GI.  

36. Comparison of the results of the valuation with the previous year end valuation results to be given in Table G-GI-1. Comment on the results. State any reasons for material change in liabilities from the previous financial year end. 
37. Please describe how you have checked the reasonableness of the policy liability results.

38. Please provide a summary of the actual compared to expected result analysis performed during this valuation.

39. Detailed results should be attached in Annexure VI.
SOLVENCY 
40. The solvency position of the company to be given in attached Form K-GI. 

41. Provide an assessment of future financial position of the company (at least over the next 12 months following the valuation date) with allowance for future new business and any other business plans. Include assumptions made / information used and discussion the ability of the company to maintain minimum regulatory solvency position in the future. Discuss the key risks to the company.
42. Provide details of internal policies in place to maintain the CAR (if any) including the target CAR the Company intends to maintain and reasons for level of target CAR

43. Certification:
43.1 CERTIFICATION BY ACTUARY 
I (Name) being the Actuary responsible for the determination of Policy Liabilities and preparation of the Reserve Report – General Insurance as at (Date) under the Solvency Margin (Risk Based Capital) Rules 2015 issued by IRCSL for the Company (name of company), certify the following:
(a) That I have included each and every policy for which there is a policy liability in conducting the 

valuation of liabilities for the purposes of the Solvency Margin (Risk Based Capital) Rules, 2015;

(b) That I have taken all reasonable steps to ensure the accuracy and completeness of the policies 

mentioned in item (a) above;

(c) The calculation of value of policy liabilities comply with the requirements as set out in the Solvency Margin (Risk Based Capital) Rules 2015 and 

guidance notes/guidelines prescribed by the Board there under in the determination of the policy liabilities;

I was however, unable to / found it reasonable not to compute the liability as prescribed under the Solvency Margin (Risk Based Capital ) Rules, 2015 for .............................. products (amend statement if there are no such exceptions);

(d) I have used (name of actuarial software used or any other) in the determination of policy liabilities;
(e) I have taken reasonable steps to ensure the appropriateness and correctness of models used in determination of policy liabilities;
(f) I have used the default Risk Margins and stress factors prescribed in the Solvency Margin (Risk Based Capital) Rules 2015 for the computation of the policy liabilities and any other relevant figures;
(g) I have identified and suitably valued the options and guarantees in products as required under the Solvency Margin (Risk Based Capital) Rules 2015. I have ensured the adequacy of the reserve held for such products; 

(h) I have taken all necessary steps to ensure that the assumptions used in the determination of Best estimate Value of Liabilities are reasonable and reflect  the best estimate assumption of the various parameters as required under the Solvency Margin (Risk Based Capital) Rules 2015;  
(i) I have considered all available and relevant information when arriving at the best estimate assumptions and policy liability figures of all products; 

(j) I have taken all reasonable steps to ensure any changes made in the assumptions compared to the previous year end valuation (if applicable) are justified and based on suitable investigations;
(k) I have used the rates prescribed by the IRCSL as the risk free interest rate yield curve in determining the policy liabilities; 

(l) I have included a suitable allowance for expenses;
(m) That in my opinion the net liability so determined by me, in the Form G-GI is adequate to meet the insurer’s future commitments under the insurance contracts;
(n) That all information contained in the Reserve Report and the appended forms and annexures are accurate. 
(o) That I have complied with the (state the professional standards relevant to the actuarial professional body the Actuary is a member of e.g. Actuaries Code, Professional Standards, Code of Professional Conduct) and any other standards & guidance issued by the (state the actuarial professional body the Actuary is a member of) applicable to carrying out this actuarial valuation and preparation of this Reserve Report. 
1. 
NAME AND ADDRESS OF ACTUARY WITH PHONE NUMBER AND E-MAIL:

2. 
SIGNATURE:

3. 
PLACE:

4. 
DATE:

43.2 CERTIFICATE OF DIRECTOR/PRINCIPAL OFFICER OF THE INSURER:

Name of the Insurer:

Place:

Date:
I certify that 
a. That full and accurate particulars of every policy & claim and all information which may be pertinent to the calculation of policy liabilities including information on underwriting procedures, claims policy and reinsurance arrangement  of the insurer have been furnished to the Actuary:    <name of the actuary>     for the purpose of the determination of policy liability as at;
b. That information provided in Annexure I, II, III, IV are accurate and complete to the best of my knowledge;
c. All information given in the certified hard copy is the same as that in the soft copies sent by email to IRCSL; 
d. That all information contained within the return is consistent with each other.
1.
NAME:

2. 
DESIGNATION:

3. 
SIGNATURE:

4. 
NAME AND ADDRESS OF INSURER WITH PHONE/FAX NUMBERS:

5. 
PLACE:

6. 
DATE:

Form G-GI
SUMMARY AND VALUATION OF THE POLICIES AS AT ______(DATE):

NAME OF INSURER:

DATE OF REGISTRATION WITH THE BOARD:

NAME OF ACTUARY:

	Business Category
	Policy Liability (including Risk Margins)

	
	Gross of Reinsurance
	Net of Reinsurance

	
	Premium Liability
(Rs. 000s)
	Claims Liability
(Rs. 000s)
	Premium Liability
(Rs. 000s)
	Claims Liability
(Rs. 000s)

	 High Volatility 

	 Liability insurance (public liability, product liability, employer, professional indemnity, etc.) 
	
	
	
	

	 Aviation and marine hull 
	
	
	
	

	 Other liability (except motor) 
	
	
	
	

	 Medium Volatility 

	 Cargo 
	
	
	
	

	 Engineering 
	
	
	
	

	 Motor liability 
	
	
	
	

	 Worker's compensation 
	
	
	
	

	 Low Volatility 

	 Fire 
	
	
	
	

	 Motor damage or loss 
	
	
	
	

	 Personal accident 
	
	
	
	

	 Health 
	
	
	
	

	 Other (non-liability) 
	
	
	
	

	 Total 
	
	
	
	


Note: Provide the liability information including Risk margins. 
Table G-GI-1: 
	Business Category
	Current Valuation Date

(Rs. 000s)
	Previous Financial Year End
(Rs. 000s)
	% Change from Previous Financial Year End
(Rs. 000s)

	
	Unearned Premium Reserve
	Unexpired Risk Reserve - Best Estimate
	Claims Liability - Best Estimate
	Unearned Premium Reserve
	Unexpired Risk Reserve - Best Estimate
	Claims Liability - Best Estimate
	Unearned Premium Reserve
	Unexpired Risk Reserve - Best Estimate
	Claims Liability - Best Estimate

	 High Volatility 
	
	
	
	
	
	
	
	
	

	 Liability insurance (public liability, product liability, employer, professional indemnity, etc.) 
	
	
	
	
	
	
	
	
	

	 Aviation and marine hull 
	
	
	
	
	
	
	
	
	

	 Other liability (except motor) 
	
	
	
	
	
	
	
	
	

	 Medium Volatility 
	
	
	
	
	
	
	
	
	

	 Cargo 
	
	
	
	
	
	
	
	
	

	 Engineering 
	
	
	
	
	
	
	
	
	

	 Motor liability 
	
	
	
	
	
	
	
	
	

	 Worker's compensation 
	
	
	
	
	
	
	
	
	

	 Low Volatility 
	
	
	
	
	
	
	
	
	

	 Fire 
	
	
	
	
	
	
	
	
	

	 Motor damage or loss 
	
	
	
	
	
	
	
	
	

	 Personal accident 
	
	
	
	
	
	
	
	
	

	 Health 
	
	
	
	
	
	
	
	
	

	 Other (non-liability) 
	
	
	
	
	
	
	
	
	


Note: Provide Unexpired Risk Reserve and Claims Liability, Best Estimates (excluding Risk Margins).

Name and Signature of Actuary:

Place:






Date:

Counter signed by:

Certified Correct to the best of our knowledge. 

Name and Signature of the:

CFO 

..............................………………………………………………………………
Date.......................

Principal Officer
............………………………………………………………………………………. Date................…….

Specified Officer
...............................……………………………………………………………..Date.......................
Appendix I 

Summary of the Company’s Underwriting Practices

Please include details such as:
· specific market segments that are targeted by the underwriters;
· how risks are selected;
· any major recent changes in premium rates and policy conditions;
· any recent changes in levels of underwriting authorities;
· any recent changes in key personnel and delegation of authority; 

· any changes in level of deductibles or policy limits
· any major change in distribution channels used

Appendix II

Summary of the Company’s Claim Policy 

This should include details on:
·  First recognition of claim;
· Provision for a claim where no information or inadequate information on facts is available;
· Periodicity of review of the provision for a claim;
· Negotiation of bodily injury claims relating to motor accidents;
· Processing and settlement of claims, 
· Pursuit of recovery or sale of salvage.
Appendix III

Policy Information
	Business Category 
	No of policies
	Coverage Amount
	GWP
	NWP
	NEP
	NIC
	NIC/NEP
	Expense Ratio
	Combined Ratio (current valuation date)
	Combined Ratio (previous  financial year end)

	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)
	(9)
	(10)
	(11)

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


Please note that: 

· ‘Business Category’ should be as specified in the Solvency Margin (Risk Based Capital) Rules 2015

· GWP - Gross Written Premium

· NWP - Net Written Premium
· NIC - Net Incurred Claims including provision for IBNR/IBNER

· NEP - Net Earned Premium

· Expense Ratio = (Total management expenses + Net commission)/Net Written Premium

· Combined Ratio (current valuation date) is the sum of Col 8 and Col 9. 

Appendix IV 

Summary of Data and Information provided to the Actuary
State all the data and other information provided to the Actuary to arrive at the valuation results. This should include information on:

a) accounting (e.g. financial statements) and other internal financial information/reports;

b) reinsurance arrangements;

c) underwriting and claims management;

d) other recoveries (e.g. subrogation);
e) summary of data collected from the database of the insurer
f) summary of premium information provided; 
g) summary of claims data provided; 
h) summary of expense information provided; and
i) sources used to set financial assumptions (e.g. inflation rates)
Annexure V
Data and Information
1. List of information looked at during this valuation is as follows (e.g. Reinsurance Arrangements in place):

2. Details on the preparation of data are as follows:

a. Data source and extraction method 
b. Data verification  
c. Steps taken to ensure that the data is consistent, reliable, complete and tallies with the audited accounts
d. Checks performed on the data (including on individual data entries) and any adjustments done
e. Details of any occurrence of events such as individual large claims, catastrophic events causing a large number of claims included in the data used for the valuation. If any adjustments were to the data for items such as those motioned above, give the nature, amount and rationale for such adjustment. If no adjustment was deemed necessary, please justify same. 

f. Grouping of risks – State how the business was subdivided into classes for the purpose of valuation and justify the selection. Were the risks subdivided as per the business categories specified in the Solvency Margin (Risk Based Capital) Rules 2015? If no, please state reasons and the impact of not doing so.  
Annexure VI 
Method and Assumptions used by the Actuary and the Results
1. Additional details regarding the methods used are given below (where a chain ladder approach is applied to incurred claims, include for each group of risk or class of business):

· triangle of paid claims;
· triangle of case estimates;
· triangle of incurred claims;
· chain ladder factors and selected factors for projection;
· projection of ultimate incurred claims;
· projected loss ratios; and
· assessment of outstanding claim liability allowing for inflation and discounting 
· frequency and severity 

2. Details of assumptions used are given below:
3. State how the above assumptions are derived and furnish a summary of the investigations performed
4. Detailed results 
9

