RISK BASED CAPITAL QUARTERLY REPORT
1. Company Name and Contact Details:
2. Valuation Date:
3. If the valuation was outsourced, 

Name of the Actuarial Firm & details of the Actuary: 
4. If the valuation was done in-house, 

I. Details of software, models, systems used

II. Qualifications & experience of staff members involved in this exercise (including actuarial modelling experience)
III. If external support has been obtained initially, for example to build / check models

IV. Procedure to seek external assistance when required

V. Plans for future submissions (to be done in-house/outsourced, resource changes etc.)
Note: If the company transacts business outside Sri Lanka, all the tables must be presented for policies issued within Sri Lanka and outside Sri Lanka separately.
Section A: Business Information 
1. Does the company transact any business outside Sri Lanka? If yes, please details of changes since last quarter/last financial year end
2. Provide details of products and riders in the table below (give details of main product / riders first) 
Table 1: Product and Rider Details
	Marketing Name of product/
rider
	Individual/
Group
	Class of Business (e.g. Traditional Par/ Unit Linked/ Universal Life Non-par)
	Product Type if applicable (e.g. Whole Life, Term)
	Financial options and guarantees in the product
	Product /rider is modelled /un-modelled
	Product/
rider is open for new business

	
	
	
	
	
	
	

	
	
	
	
	
	
	


3. Comment on material changes in business including new products/riders introduced during the last quarter/since last year end.  
Section B: Data & Models
1. Describe the steps taken to verify consistency, completeness and accuracy of data. Please include a list of checks done on the data. 
2. Where any adjustment to the data is made, state the nature, amount and rationale for such adjustment. 
3. State steps taken to ensure accuracy of valuation systems/models used in the calculation of policy liability and to ensure that the methods and assumptions are applied correctly. In addition, state whether results of individual data entries (for a few scenarios) have been checked against the product/rider features, product/rider data, methods and applicable assumptions. 
4. A statement of policies, sum assured and premiums, providing a synopsis of the data used in the valuation, as per Appendix A has to be enclosed. 
Section C1: Methodology used in determination of Market Value of Liability
1. Determination of policy liability: - Describe the valuation methods for estimating the policy liability for various product groups as given below. If a non prescribed method has been used, provide a detailed description of how the method works. Please include details of cash flows projected to arrive at the liability (additionally, for Universal Life products, include details of method of arriving at the cash flows). 
a. Individual Traditional Non-participating products

b. Individual Traditional Participating products 

c. Individual Universal Life Type of products: Participating  
d. Individual Universal Life Type of products: Non-participating 
e. Non-unit-linked liabilities in respect of individual Unit-Linked products 

f. Group Traditional Non-participating products

g. Group Traditional Participating products

h. Group Universal Life Type of products: Participating  
i. Group Universal Life Type of products: Non-participating 
j. Non-unit-linked liabilities in respect of group Unit-Linked products 
2. Disclose any approximation or simplification made in determination of Best Estimate Liability.
3. Details should be provided of any changes in the valuation methods used, since the last quarter. 
4. Give brief details of products/riders which were not be modelled or valued as per RBC rules.  
5. Why were these products/riders not modelled? What are your plans for modelling/valuing these products/riders as per RBC rules in the future?
6. Please 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?
7. Do you hold any aggregate provisions (provisions that were not determined at a policy level)? If yes, how these aggregate provisions are were determined.
8. Does the company have any bundled products? If so please provide the following details:
Table 2: Bundled Products
	Marketing Name of Product
	Individual / Group
	Main Benefit Participating / Non-participating
	Type of Main Benefit (Traditional/Universal Life, Unit Linked)
	Details of all Benefits
	BE Policy Liability Amount

	
	
	
	
	
	


Describe the method of valuing the above product and how it is included in the liability cash flows. 
9. Give the following details for reinsurance arrangements in place:
Table 3: Reinsurance Arrangements
	Reinsurer
	Treaty / Facultative
	Proportional / Non- proportional
	Type of Cover (e.g. CAT)
	Products & Riders covered

	
	
	
	
	


Describe how gross and net policy liability was arrived at. State how the (gross – net) liabilities were allocated to different credit ratings. 
10. In valuing long term insurance liabilities, has appropriate allowance been made for determinations and values for the items given in RBC rule 38? 
11. For policies in their grace period, state whether premiums due in the grace period has been allowed for in valuation with appropriate increase in policy benefits? Are such premiums due considered as admissible assets in the determination of TAC?
12. Risk margin - Was the default factors as prescribed in RBC Rules used or was an internal model used to determine the liabilities at a 75% confidence interval? If an internal model was used, have you obtained approval of IRCSL for use of this model? How was the direction of the stress factors for determination of RM determined?
13. Provide valuation results according to the following formats (Table 4 & Table 5):
Table 4 - Liability Breakdown (Current Valuation Date) - By product/rider (all figures in Rs. 000s)
This form has to be furnished separately for each product group given under section C1 question 1
	Product / Rider Name
	BE (Gross of

Reinsurance)
	BE (Net of

Reinsurance)
	BE + RM (Gross of

Reinsurance)
	BE + RM (Net of

Reinsurance)
	Total Benefit (Gross of Reinsurance)
	Total Benefit (Net of Reinsurance)
	Stressed (Gross of

Reinsurance)
	Stressed ( (Net of

Reinsurance)

	
	
	
	
	
	
	
	
	

	Total
	
	
	
	
	
	
	
	


Table 5 – Policy Liability Comparison 
	Fund
	Product Group / Reserve Type
	Liability Under Base Scenario (as at current valuation date)
	Liability Under Base Scenario

(as at previous valuation date)
	% change compared to previous valuation date

	Non Participating
	Traditional 
	
	
	

	
	Universal Life type
	
	
	

	Participating
	Traditional
	
	
	

	
	Universal Life type
	
	
	

	Unit Linked
	Unit Linked Reserve 
	
	
	

	
	Non Unit Linked Reserve
	
	
	

	Total
	
	
	
	


Comment on the results. State any reasons for material change in liabilities from the previous valuation date. 

Section C2: Methodology used in determination of Market Value of Assets
Asset Valuation 
1. Please describe in respect of each asset class the market consistent methodology used in determination of value of assets, in particular unlisted equity, unlisted corporate bonds and any other asset where market values were not available.
2. Does your portfolio include assets with options or guarantees? If yes, please describe them, provide the market values, and include a description of the method used to determine market value.
Asset Cash flows
1. Briefly describe the model used to determine asset cash flows as required by the rule.
2. Please give reasons for material discrepancy in the reconciliation of asset cashflows with balance sheet amounts (given in excel formats) including stating any asset/asset classes for which cash flows are not included in the interest rate risk calculations and explaining why they are not sensitive to interest rates.
Interest Rate Assumptions for assets denominated in Sri Lankan Rupees

1. Give details of risk free yield curve used for discounting asset cash flows and the basis for determination of same.
2. Please describe the analysis used to determine the average spread on corporate bonds and other “risky” assets that are interest rate sensitive.
Interest Rate Assumptions for assets denominated foreign currency

1. For assets denominated in a foreign currency, “risk-free interest rate” means the market yields of the foreign government securities of similar duration at the valuation date. Do you have such assets? If yes, give details of risk free yield curve used for discounting asset cash flows (for each foreign currency exposure) and the basis for determination of same. Please give details of such assets. 
2. Please describe the analysis used to determine the average spread on corporate bonds and other “risky” assets that are interest rate sensitive in respect of such exposures in foreign currency.
Section D: Methodology for valuation of Options and Guarantees
1. In respect of products with options and guarantees, please provide the following information:
Table 6: Details of Options and Guarantees
	Marketing Name of product
	Nature of Option and Guarantee
	BEL
	BEL as proportion of  total long term insurance liabilities

	
	
	
	

	
	
	
	


2. In case of products, where the best estimate liability for policies with options or guarantees is expected to be less than 5% of total long term insurance liabilities, have you used a deterministic model and have you obtained the approval of IRCSL for the same. 
3. In case of products, where the BE liability for policies with options or guarantees is expected to be more than 5% of total long term insurance liabilities, have you used a stochastic method to ensure the sufficiency of such policy liabilities at a 75% confidence interval. If yes, please explain methodology used, description of models used and underlying assumptions. If no, how have you ensured adequacy of policy liability for such products. 
Section E: Assumptions used in Valuation

1. Was the same risk free yield curve used for discounting asset cash flows used for discounting liability cash flows in determination of BEL and BEL+RM? 

2. Do you have liabilities denominated in foreign currency? If yes, give details of risk free yield curve used for discounting liability cash flows (for each foreign currency exposure) and the basis for determination of same. For these liabilities, “risk-free interest rate” means the market yields of the foreign government securities of similar duration at the valuation date.
3.  State clearly the best estimate assumptions used in the valuation for each product group as per table below- 
Table 7: Best Estimate assumptions
	Product and rider name/s
	Mortality Rate
	Morbidity rate
	Initial and Maintenance Expense per policy, % of premium, % of Sum Assured
	Claims expenses  per policy, % of premium, % of Sum Assured
	Lapse Rate (by policy year)
	Surrender
& Paid Up rates (by policy year)
	Any other assumptions (e.g. bonus rates, dividend rates, commissions, expense inflation)

	
	
	
	
	
	
	
	


4. Explain how the assumptions are derived and whether they are different from the assumptions used for last year end valuation/previous quarter. Give reasons for change. 
5. Participating business - for determination of total benefit liability, disclose how the fund based yield and consistent bonus scale was arrived at. If the bonus rates assumed in the valuation are different from the current scale or the scale supportable by the latest bonus investigation report please explain the reasons for same. 
6. Universal life type products (where individual funds are maintained for each policyholder and interest credit/dividend declaration is made) - state the current credit / dividend rates. Disclose how the fund based yield and consistent credit rate/dividend rate are arrived at for determination of future benefit payouts. Where the credit rate/ dividend rates assumed in the valuation are different from the current scale or the scale supportable by the latest investigation report please explain the reasons for same. 
7. Unit linked type products - disclose the growth rate and how it was arrived for each fund and how was this translated to a policy level fund growth rate.
8. Disclose and justify any material change in assumption as mentioned in table 7 from the previous valuation exercise, and 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.). Give details of an analysis of the experience of the insurer to justify the changes made. 
Section F: Unallocated Surplus
Please provide the Unallocated surplus in the participating, universal life and other funds under SLFRS and Market Consistent Balance sheet in the following format:
Table 8: Unallocated Surplus

	 
	
	Market Consistent Value for RBC
	SLFRS Value 
	Difference

	
	Participating Fund

	a
	Value of assets  in the participating fund 
	
	
	

	b
	Value of policy liabilities including provision for future bonuses, if any in MC and SLFRS basis
	
	
	

	c
	Unallocated surplus in the participating fund

(except One-off Surplus)
	
	
	

	d
	One-off Surplus in the participating fund
	
	
	

	
	Universal Life Fund(s)

	a
	Value of assets  in the fund for universal life products
	
	
	

	b
	Value of policy liabilities in MC and SLFRS basis
	
	
	

	c
	Unallocated surplus in the fund for universal life products
	
	
	

	
	Other Funds

	a
	Value of assets  in other funds 
	
	
	

	b
	Value of policy liabilities in MC and SLFRS basis
	
	
	

	c
	Unallocated surplus in the funds (except One-off Surplus)
	
	
	

	d
	One-off Surplus retained in other funds (Not transferred to restricted regulatory reserve)
	
	
	


Section G: Risk Capital Charges & CAR
1. Explain briefly the methodology used to arrive at risk capital charges.  If prescribed method is not used, give reasons for deviation and comment on adequacy of charges. 
Attribution Analysis: Provide a summary of results and movement in capital charges compared to previous quarters (Table 3). Discuss the key risks to the company and comment on the various risk charges, trends observed over last four quarters and reasonableness of changes in capital charges observed.
Table 9: Risk Capital Charges (before diversification)
Please complete the following with current and last four quarter results 
	Item
	e.g. 31.03.2018
	e.g. 30.06.2018
	e.g.  30.09.2018
	e.g.  31.12.2018
	e.g.  31.03.2019

	
	Risk Charge
	Risk Charge
	% change from last quarter
	Risk Charge
	% change from last quarter
	Risk Charge
	% change from last quarter
	Risk Charge
	% change from last quarter

	Risk Charge
	
	
	
	
	
	
	
	
	

	Credit Risk
	
	
	
	
	
	
	
	
	

	Concentration Risk 
	
	
	
	
	
	
	
	
	

	Reinsurance Risk
	
	
	
	
	
	
	
	
	

	Liability Risk
	
	
	
	
	
	
	
	
	

	Operational Risk
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Market Risk
	
	
	
	
	
	
	
	
	

	1. Interest Risk 
	
	
	
	
	
	
	
	
	

	2. Credit Spread Risk 
	
	
	
	
	
	
	
	
	

	3. Equity Risk 
	
	
	
	
	
	
	
	
	

	4. Property Risk 
	
	
	
	
	
	
	
	
	

	5. Gold Risk 
	
	
	
	
	
	
	
	
	

	6. Unit Trust Risk
	
	
	
	
	
	
	
	
	


2. Surrender Value Capital Charge
a. State how the Surrender Value of each fund has been computed. Was the computation done on a policy-by-policy basis using details of each individual policy and in accordance to the company’s surrender policy?
b. Summarise the results of the SVCC in the following format
Table 10: Surrender Value

	Fund
	Product Group
	Aggregate Surrender Value at fund level

(current valuation date)
	Aggregate Surrender Value at fund level

(previous valuation date)
	% change compared to previous valuation date

	Non Participating
	Traditional 
	
	
	

	
	Universal Life type
	
	
	

	Participating
	Traditional
	
	
	

	
	Universal Life type
	
	
	

	Unit Linked
	Unit Linked Reserve + Non Unit Linked Reserve
	
	
	

	Total
	
	
	
	


4. Commentary on CAR: (See Table 11 & 12 below)
a. Provide details of CAR, RCR, TAC, capital, assets and liabilities for last four quarters as per table 11 & table 12 below. Please comment on the reasons for improvement or deterioration of CAR during the last quarters.  Also, comment on the change in level of Tier 1, Tier 2 Capital and level of Inadmissible Assets.
b. Discuss the CAR with and without par fund.  Have you considered if the company is able to demonstrate capital adequacy without the participating fund?
	Period ended


	TAC components
	Deductions as % of total assets

	
	Tier 1 Capital
	Tier 2 Capital
	Deductions
	

	Current Valuation Date
	
	
	
	

	
	
	
	 
	 

	
	
	
	
	

	
	
	
	 
	 

	
	
	 
	 
	 


Table 11: TAC components (current valuation date and 4 previous quarters)
Table 12: RCR, TAC and CAR (current valuation date and 4 previous quarters)
	Period ended
	Market Consistent Balance Sheet (Tables 1,2,3)
	Capital Adequacy

	
	Total Assets - Table 1
	Admissible Assets - Table 1 
	Policyholder Liabilities - Table  2
	Other Liabilities - Table 2
	Equity - Table 3
	TAC
	RCR
	CAR

	 Current Valuation Date
	
	              
	                  
	               
	                 
	                 
	                 
	

	
	
	 
	 
	 
	 
	 
	 
	 

	
	
	 
	 
	 
	 
	 
	 
	 

	
	
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	
	
	


5. 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. Discussion of key risks to the company and the ability of the company to maintain minimum regulatory solvency position in the future. 
Appendix A

Table A - Policy Details (all figures in Rs. 000s)
	Type of Product / Rider
	No of Policies
	Sum Assured
	Office Yearly Premium
	Vested Bonuses (if any)

	Individual Traditional Non-participating products
	
	
	
	

	Individual Traditional Participating products 
	
	
	
	

	Individual Universal Life Type of products: Participating 
	
	
	
	

	Individual Universal Life Type of products: Non-participating
	
	
	
	

	Individual Unit Linked products
	
	
	
	


We certify that all information contained in the above report is correct to the best of our knowledge. 
Name and Signature of the Principal Officer 


Date:
Name and Signature of the Specified Officer 


Date:
Name and Signature of Chief Financial Officer


Date:
Name and Signature of Actuary / Head of 
RBC reporting (Actuarial) / Head of Actuarial


Date:

Certification by Competent Persons

Name of the Insurer:
Place:
Date:
We certify that to the best of our knowledge that:
(a)  Full and accurate particulars of every policy has been used for the purpose of the determination of policy liability as at .................
(b)  All relevant information which may be pertinent to the calculation of policy liability, TAC , RCR and CAR have been incorporated in the calculations.
(c)  Full and accurate particulars of assets, investments as held by the company required for accurate computation of risk charges and Capital Adequacy Ratio have been incorporated in the report. 
Name and Signature of the Principal Officer 

Date:
Name and Signature of the Specified Officer 

Date:
Name and Signature of Chief Financial Officer

Date:
I certify that to the best of my knowledge that:
(d)  There have been no material changes in methodology of valuation of assets since last valuation. 
Name and Signature of Chief Financial Officer



Date:
I certify that to the best of my knowledge that:
(e)  There has been no material changes in methodology of valuation of liabilities, assumptions used in determination of policy liabilities since last valuation. 
(f)  The changes made to the methodology of valuation liabilities, assumptions used in determination of policy liabilities in the current valuation, have been suitably certified by the Appointed Actuary 

Name and Signature of Head of RBC reporting (Actuarial)/ 
Head of Actuarial






Date:
Note : Please delete either (e) or (f) as applicable 
Certification by Actuary

Risk Based Capital Calculation for Long term Insurance Business 

Actuarial Report and Certification 
Name of the Company:
Name of the Actuary Certifying the report:
Qualification of Actuary:
Contact Details of Actuary:
Date: 
I (Name) being the Actuary responsible for the preparation of Actuarial report under the Solvency Margin (Risk Based Capital) Rules 2015 issued by IRCSL for the Company (mention name of company)   as at (Mention Date), certify the following–
1. All policies for which liabilities are to be determined have been included; except for (please mention any such products/riders here) where the liabilities included are the (SLFRS value/any other).
2. The details of reserves held in respect of un-modelled products/riders are as follows(held on SLFRS and RBC)
3. The calculation of value of liabilities for the various products comply with the requirements as set out in the RBC Rules, except for (Mention exceptions here) 
4. The assumptions used in the determination of BEL represent the best estimate assumption of the various parameters.  The assumptions are based on (Please mention here basis for setting best estimate assumption for each parameter e.g., internal analysis/industry data etc and share the details of any recent experience analysis, also mention any change in assumption compared to previous year end). 
5. Discount rate used in the determination of market value of liabilities represents the risk free interest rate yield curve as required under the RBC Rules (please state basis for determination of same). 
6. I have determined the total benefit liability relating to participating business based on the following -
i. Fund yield rate (please state basis for determination of same)
ii. The future bonus rates (including terminal bonuses, if any) are consistent to the fund yield assumption 
iii. Other assumptions (please state other assumptions relevant for the determination of total benefit liability) 
iv. The Unallocated surplus in the participating business under SLFRS and Market Consistent Balance sheet is as follows

	 
	Participating fund
	Market Consistent Value for RBC
	SLFRS Value 

	Difference

	a
	Value of assets  in the participating fund 
	
	
	

	b
	Value of policy liabilities including provision for future bonuses, if any in MC and SLFRS basis
	
	
	

	c
	Unallocated surplus in the participating fund (except One-off Surplus)
	
	
	

	d
	One-off Surplus in the participating fund
	
	
	


v. The reasons for increase/decrease in value of unallocated surplus under RBC rules compared to SLFRS basis are as follows (Please mention reasons here)-
vi. The reasons for increase/decrease in value of unallocated surplus since the previous valuation date are as follows (Please mention reasons here)-
7. In respect of Universal Life products (products where benefits are based on dividend rate/interest rate declaration made by company) I have determined the BEL, BEL+RM using the following method and assumptions -
i. Explain method used here

ii. State the assumptions used including future fund growth rate assumption and the basis for arriving at the same

iii. If the interest rate crediting policy of the company is appropriately allowed for in the determination of BEL, BEL+RM of liabilities and that it is consistent to the fund growth rate assumption. 
8. In respect of Unit Linked products /products, I have determined the BEL and BEL+RM using the following method and assumptions -
i. Explain method used here in determination of unit reserves and non-unit reserves

ii. State the assumptions used including future fund growth rate assumption and the basis for arriving at the same

9. I have used (name of actuarial software used/any other) in the determination of policy liabilities.
10. I have taken steps to ensure the correctness of models used in determination of policy liabilities. 
11. I have taken reasonable steps to ensure that the data used in complete and accurate

12. I have taken adequate steps to ensure that the assumptions used are reasonable and reflect the best estimate as required under the RBC Rules for determination of BEL.
13. I have performed reasonable tests to ensure that the direction of stress chosen for various parameters is appropriate and BEL+RM reflects sufficiency of policy liabilities at a 75% confidence interval / the RM has been computed based on IRCSL prescribed factors.
14. I have examined all the products and following are the details of options/guarantees 

Please provide details

15. I have used the following methodology in valuation of the above identified options/guarantees-
Please describe method here

The valuation of options and guarantees are in compliance with the RBC Rules except for

      Please describe here

16. Given below is the summary of liabilities (in tabular format) under RBC Rules and SLFRS (in as much detail as possible but at least at fund level – participating, universal life, unit linked, other). The reasons for the difference in policy liabilities under the 2 frameworks are mentioned below (for e.g., assumption difference, discount rate etc.)
I (Name of Actuary) that the above mentioned details are true to the best of my knowledge. 
Signature:
Name: 
Date:
1

