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Guidelines regarding the Content of the Appointed Actuary's Report for Indirect Life Assurance


Guidelines no. 9557 of 29 September 2004


Guidelines no. 9557 of 29 September 2004

Pursuant to section 108(7) of the Financial Business Act, cf. Consolidated Act no. 686 of 25 June 2004, the Danish FSA lays down these guidelines for the form and content of the report of the appointed actuary for indirect life-assurance activities of non-life insurance companies. Thus, these Guidelines do not apply to companies where the appointed actuary prepares a report pursuant to the Danish FSA’s Guidelines of 21 January 2004 regarding the content of the report of the appointed actuary. 

I 

The actuary's report must be submitted to the Danish FSA no later than one month after approval by the general meeting of the company of the annual financial statements for the accounting year covered by the report. 

The report comprises parts 1-10, cf. section II of these Guidelines. The report should be divided into parts and sub-items in accordance with these Guidelines, so that there is a description for each item in these Guidelines. 

The appointed actuary should assess which points are relevant for the company concerned. If a point is not relevant, the reason for this should be stated in the report. If the appointed actuary finds that, under the individual parts there are further circumstances that should be mentioned, the actuary has a duty to include these, possibly under separate headings, in part 10. If the company does not have the information required for a complete description of some of the circumstances mentioned below, the actuary should provide a reason for this and give the best possible description. 

The Danish FSA will issue notification if a condition under part 9 no longer requires separate explanation in the actuary's report. 

II 

Part 1
Introduction
1.1. The introduction should contain a brief description of the circumstances the actuary considers particularly important, and which are mentioned in the other parts of the report. This includes important new initiatives and significant changes in assumptions and methods of calculation. The significance of these for the future development of the undertaking should also be included. 

1.2. If the audit book includes special remarks of an actuarial nature regarding the indirect life-assurance activities, these should be described with the actuary's comments, including any initiatives that have been implemented as a result of such remarks. If a declaration on the calculation of the life-assurance provisions has been forwarded from the appointed actuary to the auditor for use in the audit of the annual financial statements, a copy of this declaration must be enclosed with the report of the actuary. 

Part 2
Profit or loss for the year 

2.1. There should be a statement of the profit or loss for the year of the indirect life-assurance activities according to the annual financial statements. 

2.2. The company’s solvency margin and the part of this pertaining to indirect life assurance as well as the size of the base capital should be stated. 

2.3. Additional matters of significance for the assessment of the financial situation of the company should be stated. In particular, there should be comments on if the financial status of the company at the end of the accounting year varies significantly from the budget set by the company at the beginning of the accounting year. If the company is in an operating plan period, for the company as a whole or for part of the portfolios, there should be a description of how the plan is being followed. 

Part 3
The financial position of the company 

3.1. The actuary should assess the interest-rate risk on assets and liabilities. There should be a report on the assumptions behind the assessments. The yellow risk scenario could be employed as a starting point. 

3.2. The actuary should report on the use by the company of projections that elucidate the company's future financial position, and comment on the considerations regarding the future situation of the company that form the basis of the projections. If positive or negative financial trends have been demonstrated during the year, there should be a description of how these have been incorporated in the projections for the coming years. 

Part 4
Insurance portfolio development
4.1. The actuary should assess developments in the life-assurance portfolio, including inflows and outflows of the insurance income and expenditure entered in the accounts. This assessment should be made separately for insurance contracts that have been reinsured on a gross basis, on a risk basis and on a non-proportional basis. Significant fluctuations in the individual year should be commented on and there should be an assessment of the development trends. 

Part 5
Analysis of costs, risk and interest
5.1. The actuary should describe how a provision, if any, for administration pertaining to the indirect life-assurance activities has been determined and compare this with the size of the costs it is intended to cover. Moreover, the actuary should, for the indirect life-assurance activities, calculate the relation between claims incurred and expenses on the one hand and premiums received on the other. Developments in this figure should be commented on. 

5.2. Assessments should be made of the risk factors of death and disability. This should be compared with the risk elements assumed. 

5.3. Returns for the year should be compared with the interest-rate assumptions employed in the calculation of premiums and provisions. 

5.4. The trends in costs, risks, and returns should be commented on. 

Part 6
Insurance provisions
6.1. An overview should be prepared for the assumptions which, as regards the indirect life-assurance activities, are employed in the calculation of the provisions for life-assurance. If the assumptions have changed in relation to the previous year, the background and consequences of this should be accounted for. 

6.2. There should be a description of how the estimates applied in calculating the various categories of provisions pertaining to the indirect life-assurance activities corresponds to the company's best possible estimate. 

6.3. The individual categories of previsions pertaining to the indirect life-assurance activities before retrocession should be divided into the relevant groups. The developments within the individual groups should be commented on and assessed. 

6.4. There should be a report on how the individual categories of provisions pertaining to the indirect life-assurance activities are calculated and checked. 

6.5. The actuary should describe experience with run-off of claims provisions. 

Part 7
Solvency calculation
7.1. On the basis of the relevant accounts forms for the Danish FSA, there should be a report on the individual parts of the calculation of the solvency margin for indirect life-assurance activities. 

7.2. If approximation rules have been applied in the calculation of the individual parts, there should be a description of the reasons for these and there should be a description to the effect that these approximation rules have been set adequately. 

Part 8
Retrocession ceded
8.1. There should be a report on retrocession arrangements ceded for indirect life-assurance activities, including the types of retrocession the company has established. 

8.2. A description should be prepared, to the extent relevant, of the resultants of each individual retrocession arrangement. The financial results of the business ceded should be analysed and, on the basis of this, the actuary should assess business passed on in general. 

8.3. The actuary should carry out an assessment of the relevance of the retrocession arrangements established and of whether they are sufficient so that the company’s retrocession cover is adequate. 

8.4. The effects on the solvency of the company of its retrocession contracts should be assessed. There should be an estimate of the effects on the financial solidity of a lapse in retrocession cover. 

Part 9
Specific orders etc. from the Danish FSA
9.1. If the Danish FSA has issued specific orders or similar to the company to follow-up via the report of the actuary, this should be reported on separately. 

Part 10 

Other conditions 

10.1. Conditions may be stated here which cannot be referred to other parts of the guidelines, but which the actuary considers it appropriate to call to the attention of the Danish FSA. For example, the actuary may bring to the attention of the Danish FSA initiatives which the company is planning to implement in the future, or conditions in the reinsurance market which the Danish FSA should be aware of. 

III 

The Guidelines are to be applied for the first time in connection with the presentation of annual financial statements for the year 2004. At the same time, Guidelines of 22 December 1989 for reinsurance companies carrying out life-assurance business on the content of the actuary's report shall lapse. 

The Danish Financial Supervisory Authority, 29 September 2004
Michael Holm

/Steen Pedersen

