
  

 

Ai 

Appendices 

Table of Contents - Appendices 
 

List of Apendices 

A Illustrative Examples Pages A1-A98 

B Summary of National Practice A99-A166 

C Summary of Types of National Insurance Contract A167-A174 

D Glossary A175-A192 

E Summary of Tentative Steering Committee Views A193-A228 

 

Table of Contents – Appendix A 
 

Characteristics of Insurance Transactions  Paragraphs A2-A7 

General Insurance A8-A39 

The General Insurance Cycle A8-A14 

Claims-Made Insurance Contracts A11-A12 

Retrospectively Rated Contracts A13-A14 

Accounting for General Insurance A15-A26 

Periodic Models A19-A21 

Open-Year Models A22-A23 

Zero-Balance Models A24-A25 

General Insurance Models, Summary A26 

Issues in Accounting for General Insurance A27-A39 

Unearned Premiums A27-A28 

Deferred Acquisition Costs A29-A30 

Provision for Unexpired Risks (Premium Deficiency) A31-A32 

Present Value A33-A34 

Retrospectively Rated Contracts A35-A38 



 

Aii 

Catastrophe and Equalisation Provisions A39 

Life Insurance A40-A110 

The Life Insurance Cycle A40-A44 

Accounting for Life Insurance A45-A89 

A Simple Prospective Computation A55-A61 

Methods Required by Insurance Regulators A62-A68 

Prospective Methods and Source of Earnings A69-A73 

Embedded-Value Methods A74-A76 

Policyholder-Deposit Approach A77-A83 

Implementing the Steering Committee View,  

Financial Statements not at Fair Value A84-A86  

Implementing the Steering Committee View,  

Financial Statements at Fair Value A87-A89 

Participating (with Profits) Contracts A90-A100 

Modified Regulatory Basis A94-A97 

Dividends as a Benefit Stream A98-A100 

Accounting for Changes in Estimate A101-A110 

Lock-In Approach A104 

Prospective Approach A105-A106 

Fresh-Start, Retrospective, and Catch-up Approach A107-A110 

Fair Value A111-A137 

Illustrations of Basic Methods A114-A120 

Change in the Fair Value of the Insurer’s Assets A121-A127 

Adjustments for Risk A128-A133 

Application to a Participating Contract A134-A137 

Reinsurance A138-A141 

Elimination of Internal Transactions A142-A147 



 

Aiii 

Illustrative Formats A148-A152 

General Insurance Formats A149-A150 

Life Insurance Formats A151-152 

 

List of Figures 

A1 General Insurance Cycle, Occurrence-Based Contracts page A3 

 

A2 General Insurance Cycle, Claims-Made Contracts A4 

 

A3 General Insurance Cycle, Retrospectively Rated Contracts A5 

 

A4 Life Insurance Cycle, Events and Cash Flows A27 

 

A5 Pattern of Reported Income – Simple Prospective Method A36 

 

A6 Income Patterns Compared - Hypothetical Regulatory Model A40 

 

A7 Income Patterns Compared – Premium-driven Approach and Zillmerized 

Regulatory Model A41 

 

A8 Income Patterns Compared – Interest-driven, Premium-driven and Blended A43 

 

A9 Income Patterns Compared – Policyholder-deposit and Premium-driven 

Prospective Approaches A49 

 

A10 Income Patterns Compared – Modified Regulatory Model and Dividends as 

Benefits A57 

 

A11 Income Patterns Compared – Changes in Cash Flows A61 

 

List of Illustrations 

A1 Periodic Model, Occurrence-Based Contracts Page A9 

 

A2 Periodic Model, Claims-Made Contracts A10 

 

A3 Open-Year Model A11 

 

A4 Zero-Balance Model A12 

 

A5 Unearned Premiums, Profit Recognised on Sale A14 

 

A6 Acquisition Costs Reported as an Asset A15 

 



 

Aiv 

A7 Acquisition Costs Offset Against Unearned Premium A16 

 

A8 Premium Deficiency A17 

 

A9 Premium Deficiency - Reflecting Future Interest Income A18 

 

A10 Present Value in Measuring Claim Liabilities A19 

 

A11 Present Value Applied to All Balances A20 

 

A12 Retrospectively Rated - Deferral and Matching Approach A22 

 

A13 Retrospectively Rated, Asset/Liability Approach A23 

 

A14 Six Years, with Equalisation Provision A25 

 

A15 Six Years, without Equalisation Provision A26 

 

A16 Illustrative Life Contracts over 50 Years A30 

 

A17 Cash Flow Detail A31 

 

A18 Policyholder-Benefit Model - Prospective Computations A33 

 

A19 Policyholder-Benefit Model - Benefit Computation, Alternative Approach A33 

 

A20 Benefit Computation, Alternative Approach A34 

 

A21 Amortisation of Acquisition Costs A34 

 

A22 Simple Prospective Model A35 

 

A23 Hypothetical Regulatory Assumptions A37 

 

A24 Liability Computation Using a Factor Method A38 

 

A25 Hypothetical Regulatory Model A39 

 

A26 Computations, Investment Return as the Source of Earnings A41 

 

A27 Benefit Liability, Interest as the Source of Earnings A42 

 

A28 Investment Return as Source of Earnings A43 

 

A29 Embedded Value Computations A44 

 

A30 Embedded-Value Approach A45 

 

A31 Policyholder Deposit Computations A46 



 

Av 

 

A32 Policyholder-deposit Approach - Computation of Amortisation Factor A47 

 

A33 Policyholder-deposit Approach - Amortisation of Deferred Acquisition Costs A47 

 

A34 Policyholder-Deposit Approach A48 

 

A35 Liability Computation – Policy-Benefit Approach A50 

 

A36 Tentative Steering Committee View A51 

 

A37 Liability Computation – Asset-Based Discount Rate A51 

 

A38 Asset-Based Discount Rate A52 

 

A39 Participating Contracts, Hypothetical Regulatory Basis A54 

 

A40 Provision for Future Dividends A54 

 

A41 Modified Regulatory Basis A55 

 

A42 Prospective Computations, Dividends as Benefits A55 

 

A43 Benefit Computation, Dividends as Benefits A56 

 

A44 Contract Dividends as Benefits A56 

 

A45 Change in Termination Rates A58 

 

A46 Year 7, Lock-In Approach A59 

 

A47 Adjustments to Report Changes Prospectively A59 

 

A48 Year 7, Prospective Approach A60 

 

A49 Fresh-Start Computations A60 

 

A50 Year 7, Fresh-Start Approach A61 

 

A51 Hypothetical Regulatory Basis A63 

 

A52 Liability Measured Using Risk-Free Rate A64 

 

A53 Liability Measured Using Asset-Based Rate A65 

 

A54 Embedded-Value Approach A66 

 

A55 Summary 1 - Approaches Compared A67 

 



 

Avi 

A56 Regulatory Basis, Unrealised Investment Loss in Year 2 A68 

 

A57 Liability Measured Using Risk-Free Rate Unrealised Investment Loss in Year 2 A69 

 

A58 Liability Measured Using Asset-Based Rate, Unrealised Investment Loss in 

Year 2 A70 

 

A59 Embedded-Value Approach, Unrealised Investment Loss in Year 2 A71 

 

A60 Summary 2 - Unrealised Investment Loss in Year 2 A72 

 

A61 Liability Measured Using Risk-Free Rate, Measurement Includes an 

Adjustment for Risk A73 

 

A62 Liability Measured Using Asset-Based Rate, Measurement Includes an 

Adjustment for Risk A74 

 

A63 Embedded-value Approach, Measurement Includes an Adjustment for Risk A75 

 

A64 Summary 3  - Addition of an Adjustment for Risk A76 

 

A65 Hypothetical Regulatory Basis - Participating Contracts A77 

 

A66 Liability Measured Using Risk-Free Rate, Measurement Includes an 

Adjustment for Risk - Participating Contracts A78 

 

A67 Liability Measured Using Asset-Based Rate, Measurement Includes an 

Adjustment for Risk - Participating Contracts A79 

 

A68 Embedded-value Approach, Measurement Includes an Adjustment for Risk - 

Participating Contracts A80 

 

A69 Summary 4 - Participating Contracts A81 

 

A70 Prospective Reinsurance Arrangement – Ceding Insurer A83 

 

A71 Retroactive Reinsurance Arrangement – Ceding Insurer A84 

 

A72 Elimination of Internal Rent – Opening Balance Sheet A85 

 

A73 Elimination of Internal Rent – Unit-Linked Fund A85 

 

A74 Elimination of Internal Rent – Balance Sheet of Unit-Linked Insurer A86 

 

A75 Elimination of Internal Rent – With-profits Fund A86 

 

A76  Elimination of Internal Rent – Balance Sheet of With-profits Fund A87 

 

A77 Illustrative Income Statement – General Insurance A90 



 

Avii 

 

A78 Illustrative Balance Sheet – General Insurance A91 

 

A79 Illustrative Cash Flow Statement – General Insurance A92 

 

A80 Illustrative Income Statement – Life Insurance A95 

 

A81 Illustrative Balance Sheet – Life Insurance A96 

 

A82 Illustrative Cash Flow Statement – Life Insurance A97 

 



  

 

Aviii 

 

Blank page 


