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Definition of actuarial reserve

An actuarial reserve : The amount of money an insurance company must be
available to pay benefits. The amount of money an insurance policy will eventually
pay out to the beneficiary in the event of death,is an example of an actuarial
reserve.

An actuarial reserve : the present value of the future cash flows of an insurance
policy.

The total liability of the insurer is the sum of the actuarial reserves for every
individual policy. Regulated insurers are required to keep offsetting assets to pay
off this future liability

Source:
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Reserve valuation methods

Reserve valuation methods for calculation and establishing the amount of reserves that
represent on financial statement.

NPV (Net Premium Valuation) ,also called benefit reserves,
: WudisavdsrAuduuuuiailszAusagnsg

NPV is a method of computing reserves that excludes product-related expenses.

Modified Reserve Valuation : wWudisavuuucsauiav

Modified Reserve Valuation is a method of computing reserves that permit insurer to set
a lower than level first-year contractual reserve in recognition of a product’s high first year
expenses.

GPV (Gross Premium Valuation) : WudsaviszAusavuuialssAaususiu

GPV is a method of computing reserves that make explicit provision for the insurer’s
product-related expenses.

Source: LOMA : Accounting and financial reporting in Life Insurance Companies.
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I Compare NPV & GPV

[
NPV Reserve = Present value of expected future benefit
- Present value of expected future net premiums
/
[
GPV Reserve = Present value of expected future benefit
+ Present value of expected future expenses
- Present value of expected future gross premiums
J
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I NPV Methodology

NPV Reserve —
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Present value of

expected future net
premiums
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l GPV Methodology

Present value

Present value of
Present value
GPV Reserve of expected

= of expected future expected ft!tu re
future benefit expenses gross premiums
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Gross premium windu Net premium + Loading (e 1231 wazduq)
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Valuation Assumptions

GPV Assumption NPV Assumption
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NPV assumptions

Assumption az locked-in daaz'luidaauunilas witidasraantdanarnaziddaunlday usadasrusae
avidaauudasiil

NPV aglad assumption e 2 63 Aa Mortality rate uay Discount rate

> Mortality rate 1fansreusasidiasuiilalunisinvusdnsdadsydusie

> Discount rate 1ddnsnanidabigenindnsaandaildlunisdivusdasdelssiude
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GPV assumptions

GPV (BE) aglal assumption wuu Best estimated assumptlon Tuda sagriivius assumption TviladiAavanuLilu
a39unT&e Tuseuu GPV assumption ag'ly locked-in fTuda arunsatddaundac'ls

> Mortality rate, expenses uaz lapse rate assumptions

rimumauuﬁmumnﬂsvanmsmﬁLﬁmffua%\fluaﬁm waz Hasandenisidaaunilasianainasiindu
auAR ‘lunsmmuﬂsvanmﬂmwmwa wiatduus¥nauriadn asAvuasuNGg U1V TALSE 2104
A29UNMITALR LN EIU W3 muummnmagamaomﬂﬁ,sna

> Discount rate assumption

AnNINTENING é”msmamafuLmumaoﬁuﬁﬂ’mﬁgma"lmﬁ”hiﬁmaaLﬁﬂ (zero coupon yield) @ u
Usziiiu AU AlauaInanauLNuAaINUGsTnIssLINR Inadvnanadataunas 8 lasus
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GPV (PAD)

GPV (PAD) aglaf assumption wuu Best estimated assumption wag Awlannuiuniu (Provision of adverse
deviations : PAD) 2a9&uufg1uavnan?

> Mortality , expenses uwaz lapse assumptions

AvuaRNNGFIULLY best estimated nndssaunisaliiiaduaseluadie uag Aansandenns
wWasuulasicainasAaduluauian LasAAUHILAINATITIAIUEN (eanudsgne OIC)

@75%

Mortality 12%

Expenses 5%

Lapses 17%
> Discount rate assumption

AINANTNTENIY dasHanauunuasiusiassgunalnadliinands (zero coupon yield) ax Yu
sgidiu Ay mLaanmaawamanLmumaowuﬁnmssﬁma"l,mlmna”maaﬂﬂau‘naa 8 lasuna (RBC)
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Accounting policy: Life reserve
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l Accounting policy overview

; Other
Available for sale & comprehensive

income

Investment
assets

Disclosure:
YE only

Held to maturity

Liabilities Adequacy Test: LAT

Insurance
Liabilities NPV+ Ek@ GPV:BE kWl FS = NPV+
»
< , B S = NPV+ &
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I Financial position: Asset

Assets
Cash and cash equivalents
Accrued investment income - net
Premium receivables
Reinsurance assets
Investment assets
Investments in securities
Trading investments - net
Available-for-sale investments
Held-to-maturity investments
General investments
Investment in a subsidiary
Loans - net
Premises and equipment - net
Goodwill
Intangible assets - net
Deferred tax assets
Other assets

Total assets
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Consolidated financial statements

Separate financial statements

(Unit: Baht)

Common Sized

30 June 2015 31 December 2014 30 June 2015 31 December 2014 2015 2014
(Unaudited (Audited) (Unaudited (Audited)
but reviewed) but reviewed)

564,032,092 5,707,563,957 560,275,014 5,703,471,620 0% 3%
2,512,562,652 2,344,008,443 2,512,562,652 2,344,008,443 1% 1%
2,179,575,676 1,725,232,732 2,179,575,676 1,725,232,732 1% 1%
1,002,235,707 763,784,679 1,002,235,707 763,784,679 0% 0%

90,177,476 17,070,295 90,177,476 17,070,295 0% 0%
23,876,199,761 22,012,881,057 23,876,199,761 22,012,881,057 10% 10%
200,429,385,996 176,161,022,628 200,429,385,996 176,161,022,628 84% 82%

46,662,230 46,662,230 46,662,230 46,662,230 0% 0%

- - 3,960,000 3,960,000 0% 0%

5,429,660,299 4,735,056,801 5,429,660,299 4,735,056,801 2% 2%

464,568,643 389,242,663 464,540,407 389,200,127 0% 0%

4,955,491 4,955,491 - - 0% 0%

17,597,142 12,819,227 17,597,142 12,819,227 0% 0%

1,693,683,688 1,482,422,298 1,693,683,688 1,482,422,298 1% 1%

248,351,624 186,867,026 253,652,873 190,501,644 0% 0%
238,559,648,477 215,589,589,527 238,560,168,921 215,588,093,781 100% 100%
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I Financial position: Liabilities

Consolidated financial statements

Liabilities and owners' equity
Liabilities
Securities sold under repurchase agreements
Income tax payable
Amounts due to reinsurers
Insurance contract liabilities
Life policy reserves
Unpaid policy benefits
Loss reserves and outstanding claims
Premium reserves
Other insurance liabilities
Employee benefit payables
Other liabilities

Total liabilities

owners' equity
Share capital
Premium on share capital
Capital reserve on share-based payments
Subscriptions received in advance from exercise of
warrants
Retained earnings
Appropriated
Unappropriated
Other component of owners' equity
Equity attributable to equity holders of the Company
Non-controlling interests of the subsidiary
Total owners' equity

Total liabilities and owners' equity
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Separate financial statements

(Unit: Baht)

Common Sized

30 June 2015 31 December 2014 30 June 2015 31 December 2014 2015 2014
(Unaudited (Audited) (Unaudited (Audited)
but reviewed) but reviewed)
4,620,000,000 - 4,620,000,000 - 2% 0%
665,306,034 499,591,781 665,306,034 499,591,781 0% 0%
628,183,500 379,721,980 628,183,500 379,721,980 0% 0%
192,445,148,873 177,434,670,858 192,445,148,873 177,434,670,858 81% 82%
126,785,324 117,066,846 126,785,324 117,066,846 0% 0%
351,548,008 315,052,056 351,548,008 315,052,056 0% 0%
1,218,993,493 1,056,888,385 1,218,993,493 1,056,888,385 1% 0%
7,833,370,396 7,642,205,834 7,833,370,396 7,642,205,834 3% 4%
292,454,909 329,414,333 290,850,751 327,718,356 0% 0%
2,983,523,775 2,238,701,928 2,980,391,582 2,235,949,029 1% 1%
211,165,314,312 190,013,314,001 211,160,577,961 190,008,865,125 89% 88%
1,702,060,640 1,697,850,000 1,702,060,640 1,697,850,000 1% 1%
3,158,128,870 2,987,540,018 3,158,128,870 2,987,540,018 1% 1%
49,202,856 103,822,366 49,202,856 103,822,366 0% 0%
21,259,181 - 21,259,181 - 0% 0%
570,800,000 570,800,000 570,800,000 570,800,000 0% 0%
16,506,351,895 14,677,674,816 16,511,608,690 14,680,638,015 7% 7%
5,386,530,723 5,538,578,257 5,386,530,723 5,538,578,257 2% 3%
27,394,334,165 25,576,265,457 27,399,590,960 25,579,228,656 11% 12%0
- 10,069 - - 0% 0%
27,394,334,165 25,576,275,526 27,399,590,960 25,579,228,656 11% 12%
238,559,648,477 215,589,589,527 238,560,168,921 215,588,093,781 100%o
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l The need for setting up additional reserve

Current => Under the accounting standards (TAS 37), provisions are required to be
set up where there an obligation which can be reliably measured.

Future => Liability Adequacy Test requirements of IFRS 4 which will be effective
next year and the overall requirement of the TFRS framework that
liabilities should be sufficient/adequate.
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I When interest rate is going down

Increase Recording effect of FV increase of

reserve in the financial statements

Liabilities R
Liabilities
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Existing Policy for Life Insurance Reserve Accounting
... First applied in 4Q2014

Life Insurance :> NPV + 4% ﬂl]: LAT reserve
Reserve | (PAD)

Only if Required
Add

if interest rate decrease and
GPV (BE) > NPV

Release
if interest rate increase and
NPV > GPV (BE)

(can release only up to the amount of
those LAT booked in the past)
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Amount of reserve booked and release during 1Q2015
and 2Q2015

Life Insurance j‘> NPV "'(g:é‘)’ 4

Reserve
1Q2015 l l
Increase in Reserve = 10,786 1,319
Outstanding = 188,220 1,319
2Q2015
Increase in Reserve = 4,225 (1,319)
Outstanding = 192,445 J
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