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PART 1: INTRODUCTION

11

1.2

1.3

BACKGROUND

Pursuant tdVlalaysia Deposit Insurance Corporation (Differential Premium Systems
respect ofinsurer Members) Regulations 20626 w S 3 dzf ! Pdibadanyad 16sirans
5SLl2aArad alfle&ail oetDifferantiablLevik BysienB&(S | {i 6 &
framework for insuancecompanies The DLS framework wasplemented in line

with PIDMR & Y I Yy RI (S the?takdfuRandinsuraide Henmefits protection
system

The objectives of implementing the Dit&mework are as follows:
(@) to differentiateinsurance companiesccording to their risk profiles;

(b)  to introduce fairness into the levy system process whaseirance companies
assessed to be of higher risklivpay hgher levies as opposed to insurance
companies assessed to be of lower risk;

(c) to provide incentives forinsurance companiesto adopt sound risk
management practices; and

(d)  to promote stability of the financial system via the overall improvement in risk
managemenpractices ofnsurance companies

In exercise of the power conferredytparagraph 209(1)(b) of the PIDM Act, PIDM
issuedthe Guidelines on the Differential Levy SysteRramewokfor Insurance

I 2YLI yASa 0 a DsdBuRkdifed sétSodt ¢he assegsieht approach under
the DLS framework, including the formula, threshotdl &core rangéor each of the
indicators under the quantitative criteria and qualitative criteria. The requirements for
reporting and submission of quantitative information by insurance companies to PIDM
are also elaborated in the Guidelines.

1 The Regulations were amended in 2016 pursuant toMiadaysia Deposit Insurance Corporation (Differential
Premium Systems respect ofinsurer MembergAmendment)Regulations 208, and in 2019 pursuant to
Malaysia Deposit Insurance Corporation (Differential Premium Systanespect of Insurer Members)
(Amendment)Regulations 204
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1.4  PIDMcontinuously reviews the DLS framework to reflect changes in the regulatory
developments and operating environment. PIDM also enhatiee®LS frameworto
address feedbac&and commentgiuringits implementation.

Guidelines on Differential Levy Systems Framework for Insurance
Companies

1.5 The current enhancement to the DLS framewar& as follows:

Insurance Business Type ‘ Enhancement

Life Insurance Introduce new indicatog, Asset Matching and Return

General Insurance Refinement to existing indicatay Mean-Adjusted

Return Volatility &cludes changes in gross Available
For{ £ S 6 a&! C{ providésdadifiands n |
G20KSNJ AyO2YSkz2dzidaze Oz

1.6 Inview of the enhancements, the Guidelines are updated accordingly.

1.7 These Guidelineare effective beginning assessment ye#20 and shall supersede
the Guidelines on the Differentidlevy SystenkFrameworkfor Insurance Companies
issued or81 January202Q

1.8 C2NJ LJzN1J2aSa 2F (KSaS DAdzARStAyS&arX GaDdzZARS
Submissiod 2 NJ & DdzA RSt A y S a thefGuiNdnceNoteq for InsuBahcyg &
Companies Statistical System on Submission of Monthly/Quarterly/Annual Statistical
Returnsas may bassued by Bank Negara Malay8ia . b.a € 0

1.9 Unless expressly stated otherwise, any information or document required to be
submitted to PIDM under these Guidelingacluding any letter, report, form, returns
and action plana K £t f 06S &dzo YAGUSR 2y fTheyofiginall K NB dz3
hardcopy shall be kept by the insurer member

1.10 Arreference to a statute or othéawincludes regulations and other instruments under
it and consolidations, amendments,-emactments or replacements of any of them.

1.11 PIDM may specify such other periods or dates for compliance with any of the
provisions in thes&uidelines or for any act to b&lone,in such form and subject to
such terms and conditions as PIDM thinks fit.
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1.12 Enquiries relating to these Guidelines may be directed to:

Risk Assessment & Resolution Division

General Lines: 03-21737436 / 0322656565
Fax: 03-21737494
Email: dis@pidm.gov.my
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PART 2: SCOPE OF APPLICATION

Guidelines on Differential Levy Systems Framework for Insurance
Companies

2.1 The DLS Framework is applicable to all insurance companies that are licensed to carry
on insurance business undg8ection 10 of the Financial Services Act 2013, exfmpt
insurers licensed to carry on solely reinsurance busirsegs Danajamin Nasional
Berhad Table 1 depicts the application d¢fie DLSframework in respect of an
insurance compan§ [Business.

Table 1: Scope of Application

Insurance Business Tvbe General Insurance Life Insurance
yp DLS Criteria DLS Criteria
General Insurance P
Life Insurance P
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PART 3: DIFFERENTIAL LEVY SYSTEMS FRAMEWORK

OVERVIEW

3.1  Aninsurlance companghall be assessed and classified into different categories in an
assessment year based on a combined quantitative and qualitative criteria approach.

3.2 In order to achieve higher objectivity and transparencyheavier weightage is
assigned to the quantitave criteria whichcarriesa score of 60%, while the glitive
criteria carresthe remaining score of 40% out of a total score of 100%.

3.3  The DLS Framework is summarised in Diagram 1.
Diagram 1: The DLS Framework

Criteria Approach - Qualitative

60% 40%
Weightages
mpone S Compames
Components K i
. n n « BNM Supervisory Rating
Operational | s Gross Premium Growth * New Business Growth Rate (Composite Risk Rating)
_& - Rate (20%) (15%) * Other Information
Sustainability | e Business Diversification * Business Concentration Ratio
Measures Ratio (25%) (25%)
* Receivable Ratio # Business Conservation Ratio
(15%) (25%)
« Combined Ratio (25%) * Asset Matching and Return
* Mean-Adjusted Return (20%)
Volatility (15%) » Expense Ratio (15%)
Scoring Approach Matrix Approach: The Supervisory Rating holds a maximum
The combined score of the capital measure and the operational and sustainability score of 35%, while the remaining score
measure, will determine the position of an insurance company in the guantitative of 5% is assigned to ‘Other Information’.

criteria matrix. The position of the insurance company in the matrix would determine
the quantitative score of DLS Framework which carries a maximum score of 60%.
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QUANTITATIVE CRITERIA
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3.4 The assessment dhe quantitative criteriaisd  a SR 2y | WYl GNRAE | L
enables the risk profile of theasurance companie® be better differentiated based
on two (2) independent components of assessment.

3.5 The horizontal axi®f the matrix approachmeasure the capital strengthi.e. Free
Capital Index Capital strength ismportant as it provides a cushion against any
unexpected adverseventsin theinsurance compani€ S| Ny Ay 3a |y R | 4&:

3.6  On the other sidethe vertical axisof the matrix approacheflects the operational and
sustainability measure which ains to assess the efficiency of thensurance
companie® 2LISNI GA2y It YIyF3aSYSyd IyR adzaidl Ayl
This measureis made up of different sets of indicators which are assigned specific
weightages. The indicators and their respective weightages for both general and life
insurance businesses are set out in TabeeBw.

Table 2: Summary of Operational and Sustainability Measure
General Insurance Business Life Insurance Business

Indicators Weightage Indicators Weightage

Gross premium 20% New business growth 15%

growth rate rate
Business Business
0, 0,

diversification ratio 25% concentration ratio 25%

Receivableatio 15% Business c_onservat|o 25%
ratio

Combined ratio 25% Asset matching and 20%
return

Meam\:\/(cz)ljll;z':i(;c/l return 15% Expense ratio 15%

Total I Total | 100%

3.7 The combinedscore of the capitameasureand the operational and sustainability
measure will determine the position of an insurance compaimythe quantitative
criteriamatrix, as represented by theymbolsM1 to M7 as set out in Tablgin the
following page
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Table 3: Quantitative Criteria Matrix

. Capital Measure

Operational and <

Sustainability Measure <1.00 1.00 < but | 1.10< but
<1.10 <1.20

>85

2 65 but < 85

250 but <65
<50

Guidelines on Differential Levy Systems Framework for Insurance
Companies

3.8  Each of theseven (7) categories within the matrs¢hen assigned guantitative score
as sebout in Tabled below. The scoreeflects the overall quantative performance of
the insurance company

Table 4: Quantitative Criteria Score
Quantitative Criteria Matrix Score (%)

Category
M1 60
M2 55
M3 45
M5 30
M6 25
QUALITATIVE CRITERIA

3.9 The qualitative criteria include both the supervisory ratingrgfurance companies
assigned by BNMand any other information that will have implication on the edf
and soundness of the insurance companidhe W{ dzLJSNIZA &2 NE wl GAY
maximum score of 3% while the remaining score of%A & | A4aA3Iy SR (2
LYF2NXIGA2YyQ0
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4.1 Capital Measure
Free Capital Index

Free capital indexs a measure dhe capital buffer above thendividualtarget capital
f SPSt 06 daL ¢ /reflectd theingukancd copd@E E OF LA G € & dzZF FA O,
resilience to adverse situatien

4.2  Operational and Sustainability Measure — General Insurance Business
(@)  Gross Premium Growth Rate

The goss premium growth ratemeasure the insurance comparga (G2 4| f
business wth. The growth in premiums providea constant stream of

income to supporthe insurance comparfyBusiness operations and enharsce

its market share.

(b) Business Diversification Ratio

The husiness diversification rationeasures the extent of the insurance
compan & LJ2 NI F 2 £ A.2A wBlligessiNgd Apdrtfold Ihealps e/
insurance companyto avoid being significantly affectedly any adverse
experiencen its line of business.

(c) Receivable Ratio

The eceivable ratianeasures the extent of insurance receivables against the
total premiums income. This ratio indicates the operational efficiency of the
insurance companlgased on its ability to manage its receivadatellection i.e.
collect its outstanding premiums, agents balances and reinsurance balances.
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(d)  Combined Ratio
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The o©ombined ratio measures the performance and profitability of the
insurance compar®@ corebusiness activitiesAninsurance compangeeds to
ensure that theinflow of insurancepremium exceedsthe outgo including
expensesasthis is anindicaton of a profitable insurance business.

(e) Mean-Adjusted Return Volatility

Meanl R2dza 4 SR NI {0 dzN} méasufeltiie Adownside risk afa ! w+ €
profitability. It gauges the downside volatility of the profits oved-gear period

and hence provides an indication aif K S  LISWBtAirkakility Yolatile

earnings trend will rendethe insurance compai (apital position more

vulnerable in the event of lossgas capital may be eroded if the earnings are
inadequate to absorb the losses.

4.3  Operational and Sustainability Measure - Life InsuranceBusiness
(@) New Business Growth Rate

The rew business growth rataneasure the total growth ofan insurance

compan & VY S ¢ . thdzdisigiéhtigiowth of new business premism

will ensure a constant stream of income to support the/ & dzNJ y OS 02 Y LJ
business operationand enhances its market share

(b)  Business Concentration Ratio

The husiness concentratioratio measuresthe proportion of regular premius
policy business tosingle premiums policy business. An appropriate
composition of single and regular premisrproducts ensures continuous
future stream of income

(c) Business Conservation Ratio

The husiness conservatiomatio measure the proportion of policiesthat
remain inforce at the end ofa period out ofthe total policiesthat were in-
force at the beginning of the periodlhis indicator assesses thmisiness
retention ability of theinsurance compangnd reflects the sustainability level
of its business.
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(d)  Asset Matching and Return
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Assetmatchingand rS & dzNJ/  dnédswaesttie (ability of a life insurer in
strategically investing itassets in the life insurance funw match the
exposure from its insurance liabilities, while maintaining an appropriate level
of investment returns.

This indicatoiis based on a matrix approach, comprising two-gubcators:

(@Assetf AF 6 Af AG& 5dzNI (A 2 ) LayASGKIAYYST (0 ¢ | A[ S5 aF
The ALDM measures the estimatallar durationmismatch between interest

rate related assets and liabilities, epmasising on the exposure under a

stressed interest rate environment. Meanwhiléghe |IY measures the
investment performance in terms of tHée A y & dzNJ y OS O2 YLJ y @& Qa
income in proportion to theinvestment assets held by thdife insurance

company
(e) Expense Ratio

The expenseatio measuresthe expenses incurred to produce evdiynggit of
premiums income. It indicates how efficient theinsurance companyin
managing itoperating costso generate premiuraincome by benchmarking
its managementexpenses and agency remuneration against the prersium
income generated.

4.4  For the detailed requirementsf all the aboveindicators please refer tahe attached
Appendices. As br the computatiors of the indicators please refer to the attached
lllustrations.
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PART 5: QUALITATIVE CRITERIA

5.1 Forthe qualitative criteria, eacimsurance compang Kl f f ©0S | 44SaaSR
supervisory rating and otlienformationi.e. other qualitative factors

(@)

(b)

Supervisory Rating

The sipervisoryrating, namely theO2 YLJ2 & A (1 S ORR &@Fasshdsedl A y 3
by BNM forthe assessmenperiod up to 31 December dhe preceding

assessmenyearwill be used Theinsurance companghall be assigned scores
asset outin Table5 below.

Table 5: Score Range for Supervisory Rating

Supervisory Rating

Range of Results Score (%)
Supervisory Rating @DW or equivalent 35
Supervisory Rating &iODERATE or equivalent 22
Supervisory Rating ®BOVE AVERAGE or equivalent 10
Supervisory Rating ®fiGH or equivalent 0

Other Information

The score shall be determined by PIDM based on information relating to the

insurance compary &afety and soundness,its viability or its financial
condition

This information may includ@formation aboutthe insurance compangther
than that specified inthe supervisory rating of thensurance companywhich
takesinto account the following factors:

(i) the insurance comparfy dailure to comply with any subsidiary
legislation made byIDM including guidelines or with any regulatory
requirementsthat apply to the insurance company

(i) any action taken by anyegulatory or other authorityagainstthe
insurance companyor any corporation related to thensurance
companyincluding but not limitel to any notice, ordepr instruction
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relating to any deficiency or necompliance in respect of thesurance
companyor such corporation, a letter of warning, or any requirement
or instruction for issuance of a letter of undertaking or commitment or
a resolution of the board of directors;

Guidelines on Differential Levy Systems Framework for Insurance
Companies

(i)  any correction or action plan of thésurance companyr such
corporation to address the action taken by sualthority under
subparagraph (iincluding but not limited tahe progress report on the
implementationby theinsurance compangf the terms of the letter of
undertaking or commitment or the resolution of the board of directors;

(iv) any rating or assessment of thasurance companyy any rating
agency whether relating to the credit standing of thesurance
companyor its financial condition or otherwise;

(v)  whetherthe insurance companiias received or is receiving any form
of assistance fronBNM or PIDM such assistance being financial or
otherwise; and

(vi)  any other informatiorprovided toPIDMor that comes to the attention
of PIDMaboutthe insurance compangr any corporation related to the
insurance company

The scoregor the other information criteriasshall be determined as set out in
Table ébelow.

Table 6: Score Range for Other Information
Other Information

Assessment Criteria Score (%)
As at 30 April of the assessment year, no information has ¢
G2 tL5aQa FdGaSydAazy | o62dzi
threat to or materially affect thdinancial condition, safety
soundness, or viability of the insurance company.
As at 30 April of the assessment year, information has con
tL5aQa FGadSydAz2y Fo62dzi OAN
to or may materially affect thdinancial conditim, safety,
soundness, or viability of the insurance company.
As at 30 April of the assessment year, information has con
tL5aQa FGGSydGAz2zy Fo2dzi OA
the financial conditionsafety, soundness, or viability of th
insurance company.
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PART 6: LEVY CATEGORY AND LEVY RATE

6.1

6.2

6.3

6.4

LEVY CATEGORY

The summation of the respective scores from the quantitative and qualitative criteria
will determine the insurance companderall DLS score. All insurance companies
shall be classified into or{&) of the four (4) levy categories based on their overall DLS
score. The table below sets out the overall DLS score range and the respective levy
categories:

Table 7: Overall DLS Score Range and Levy Categories

Overall DLS Score Levy Category

DLS Score 2 85% 1
65% < DLS Score < 85% 2
50% < DLS Score < 65% 3

DLS Score < 50% 4

LEVY RATE

Each levy category carries a prescribed levy rate and the minimuraresynt for the
purpose of determining the amount of levy payable by an insurance company to PIDM
for the assessment year.

An insurance company shall payatsmuallevy by31 May (or the immediate preceding
working dayif 31 May falls on a weekend or a public holiday in Kuala Lunopegch
assessment year based on the DLS score and levy category notified by PIDM.

An insurance company shall complete the return on calculation of levy based on the
Guidelines on Takafuhnd Insurance Benefits Protection System: Submission of
Returns on Calculation afeviesfor Takafil and Insurance Businessissued on30
March 2020
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PART 7: REPORTING, SUBMISSION AND APPEAL

7.1

7.2

7.3

7.4

REPORTING REFERENCE DATE
QUANTITATIVE CRITERIA

Theljdzl yOGAGEF A DS ONARGSNAI &aKFff o6S OFf OdzA I G
financial statements as at 31 Decembereaich preceding assessment yehr.this
respect, the financial statements shall be referred to as the following:

(@) For an insurance company with 31 December financial year end: audited
financial statements (i.e. Insurance CompaniesiStaal §stemo a L / Risk € 0 X
FASR / FLAGET 6 & andbtied supddtindpindinfatod for 2 NJY a
the financial periodt or

(b) For an insurance company with non-31 December financial year end:
approved financial statementgi.e. ICSS, RBC reporting forms, and other
supporting information for the financial period, which have been approved by
the Management of the insurance company

QUALITATIVE CRITERIA

For the supervisory rating criteria, the supervisory rating for each insurance company
as at 31 December of the preceding assessment year shall be applied to determine the
scores for levy calculation purposes for an assessment year. BNM will provide the
supervisory ratings to PIDM.

For the other information criteria, an insurance company shall be assessed based on
information received by PIDM on or before 30 April of the assessment year

INSUFFICIENT QUANTITATIVE INFORMATION

For an insurance companytWwinsufficient information for the purposes of calculating
the scores of certaimdicators for operational and sustainability measutee scores
for suchindicatorshall be determined on a proportionate basis as stated below:

[A+(100c B)] x B

where
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A is the sum of the scores assigned to an insurance company for each indicator where

guantitative information is available.

B is the sum of maximum scores for indicators where quantitative information is not

available for computation.

An example of the computation of the overall DLS scores for an insurance company
carrying on general insurance business with insufficient quantitative information is

provided in llustration 13.

SUBMISSION DATE

An insurance company must submit the tiféed quantitative informatiord to PIDM
latest by 30 April (or the immediate preceding working day 80 April falls ona
weekend or a public holiday in Kuala Lumpof each assessment year for the

purposes otomputing the DLS score of the insuracoepany

Iy Ayada2NI yOoS 0O2YLI yeé Qa ,andits Shtef Fnan&db@fficdr & S
0 & / @hHead of Financer Appointed Actuarymust certify that the quantitative
information is accurate and reflective of the financial conditiontld insurance
company as at 31 December of the preceding assessmentAdeegports that require
certification /signatories shalie scanned and the scannedpy must be submitted to

tL5a 2yfAYyS GKNRdAzZAK tL5aQ&a L3 NILf

For an insurance company that fails to comply with the requirements in paragraphs
7.5 and 7.6, PIDM will assign a score to timsurancecompany according to any
available information, and a levy surcharge may be imposed on msthrance

company pursuanto Section 7%f the PIDMAct

FILING RESUBMISSION

In circumstances where an insurance company submits its amended quantitative
information to PIDM after the submission deadline i.e. 30 April of the assessment year,
the amended submission shall reach PIDM1ByMay (or the immediate preceding

working dayif 10 Mayfalls on a weekend or a public holiday in Kuala Lumgiutfat

assessment year.

An insurance company shall be rated based on the latest information received by

PIDMon or before 10 May of that assessment year.

2 Certified quantitative information refers to DLS reporting form in-finenatted excel spreadstet and the

certification in pdf format.
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An insurance company thaubmits any amended information shall be expected to
comply with the provisions for information integrity as specified under paragrajh 7.
(Information Integrity).

INFORMATION INTEGRITY

An insurance comparshall be accountable to ensure the accuratyhe information
submitted for DLSFor an insurance company that e not comply with the
requirements with regard to information integrity, a levy surcharge may be imposed
on such insurance compamyrsuant to Section 75 ahe PIDMACt.

In respect ofthe accuracy of the DLS quantitative information and the Returns on

Calculation ofLeviesORCE 0 &dzo YAGUSR (2 tL5axX |y Ayad

auditor and external auditor will perform an independent validationdar the
Guidelines on ValidatioRrogramme: Differential Levy Systems &ediesCalculation
issued orB0 March 2028

Pursuant to Section 193 of tiIDMACct, any person who prepares, signs, approves or
concurs in any account, statement, return, report or other document required for
submission to PIDM that he or she knows or has reason to believe is false or contains
false or misleading information, commits an offence punishable by fine or
imprisonment or both:

COMPUTATION AND NOTIFICATION OF SCORE

TheoverallDLS score shall be the sum of scores assigned for the quantitative and the
qualitative criteria.

The score of each criterion is prescribethe Malaysia Deposit Insurance Corporation
(Differential Premium Systesin Respect of Insurer Members) Regulati@042.°

PIDM will compute theverallDLS score for each insurance company and notify the
insurancecompanies of their respective score, levy category and applicable levy rate
by 15 May of each assessment yedrhis will provide sufficient time for an insurance

3 2KAOK adzZLJSNBESRSA G(GKS aDdAzARStAySa 2y +If Adiesi A2y
[ £ Odzt I (A BYlanuaky2040dzS R 2y

4 Section 193 of the Achppliesto officers ofthe insurance companigsnternal auditors and external
auditorswith regard to the DL8ameworkand RCreporting and the validation programme.

5  As amended by the Malaysia Deposit Insurance Corporation (Differential Premium Systems in respect of
Insurer Members) (AmendmentRegulations 2016 andMalaysia Deposit Insuranc€orporation
(Differential Premium Systems in respect of Insurer Members) (Amendment) Regul26d8s
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company to make the necessary arrangement for the payment of levy that is due to
PIDM by31 May (or the immediate preceding working day if 31 May falls on a
weekend or a public holiday in Kuala Lumpafrach assessment year. Please refer
to lllustration 12 for anexample of DLS scoring and levy categgdion.

APPEAL PROCESS

An appeal process is put in place to provide an avenue for any insurance company to
request for a review of its final sogrlevy category and levy raten certain
circumstances.

An insurance company may appeal against its sdexg category and levy ratdter

31 May of an assessment year and is required to formally submit its appeal in writing
to PIDM within the timespecified in paragraph 702 The reason(s) or ground(s) for
the appeal, as set out in paragrapi9must be included.

The appeal must be on the basis of an error in the quantitative information provided

by an insurance compartgp PIDMor an error in PIR Q& O 2 Y lafdaiiylofithe? y
quantitative criteria2 NJ 'y SNNBNJ Ay tL5aQa |aasSaayvySyi
than the supervisory rating by BNM.

Any request for appeal shall be submitted in writing to PladMater than 31 August

of that assessment year. PIDM will review and respond to the app&al $sptember

of that assessment year. Notwithstanding the appeal, an insurer member must pay
the annual levyo PIDMon or before 31 May of that assessment year.

If the appeal result;h PIDM determining that an insurance company has overpaid its
annual levy for that assessment year, PIDM shall refund the difference to the
insurance company after the appeal process is concluded. Conversely, if it is
determined that an insurance compartyas underpaid its annual levy for that
assessment year, the insurance company shall pay the difference to PIDM.

PROHIBITION AGAINST PUBLIC DISCLOSURE

Aninsurance company Ol y2 ¢t SR3ISa GKIFIG GKS F2fft246Ay3
is confidential:

@ 'y AyadaNIyoOS O2YLIyeQa aO2NB FT2NJ I ye
b 'Yy AyadzaNIyoOoS O2YLIlyeQa G20Ft ONRGSNAI
(c) Levy category in which an insurance company is or has been classified;

(d)  Levy rate that is or was applicable to an insurance compargy; an

(e) The amount of levy payable or paid by an insurance company.
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7.24
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No director, officer, employee or agent of an insurance company or any person who
for any reason has by any means access to any of the Information or any document
which discloses or contairemy of the Information, shall provide or disclose to any
other person or publish any such Information or document unless the disclosure is
permitted under any law or court order or for the purpose of an insurance company
performing its duties or carryingub the provisions of any law or any regulation,
guideline or instruction made by BNM or PIDM.

A levy surcharge may be imposed on an insurance company that does not comply with
the prohibition against public disclosure.
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PART 8: REPORTING MANUAL AND FORMS

8.1

8.2

8.3

8.4

GENERAL REQUIREMENT

lye NBadGlrasSySyd YFIRS G2 |y Ayadz2NIyoS O
information shall be reflected in the submission of quantitative information to PIDM.
| 26 SOSNE (GKS Ay Zdoud ygaDE S Seardvillngt BeCamenddhl)

lff FY2dzyda akKlff 6S NBLR2NISR Ay (GK2dzal yR
All percentages shall be expressed to t{@pdecimal points.

An insurance company must use the ffoematted excel spreadsheet provided in the

PIDM2 éorporatewebsite for submission to PIDM. An insurance company must also

ensure that no alteration or amendment is made to the {fwematted excel
spreadsheet. An insurance company shall only be required-ia fitle marked cells.
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PART 9: NEW INSURANCE COMPANY AND AMALGAMATED INSURER MEMBER

9.1

9.2

9.3

9.4

9.5

9.6

NEW INSURANCE COMPANY

Aninsurance company shall be automatically categorised in the best levy category for

w

the assessment yean which it becomes an insurer membérd T A NB G | aaSa
and the assessment year immediately after tfiest assessment yead @ & S O 2
Fa3aSaaySyid &SINEO

Aninsurance company is not required to submit the quantitative information to PIDM
for the firstassessment yeaand secondassessment year. The insurance company is
required to submit the quantitative information to PIDM from the third assessment
year onwards.

In the event that a insurance company does not have sufficient information to
calculate certaircriteriain thethird assessment year, the scores of thesieriashall

be assigned proportionately according to paragraph (@nsufficient Quantitative
Information).

For the computation of quantitative criteria for the third assessment year onwards,
the quantitativeinformation relating to the position as at 31 December of the first
assessment year shall not be included in the computafldre scores of these criteria
shall be assigned proportionately according to paragragiflisufficient Quantitative
Information).

AMALGAMATED INSURER MEMBER

An amalgamated insear membermeans an insurance company formed from the
acquisition of one(l) insurance company by another insurance companythar
merger of two (2) or more insurance companiegt any timefrom 1 June of the
preceding assessment year to 31 May of an assessment year

The following provisions shall apply in determining the quantitative and qualitative
scores of the amalgamatadsurer membeffor a particular assessment year:
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preceding assessment year

The computation of each indicator of the amalgamated insurer member for
the quantitative criteria shall be based on the financial information of the
amalgamagdinsurer member as at 31 December of the preceding assessment
year.

The scoring of the amalgamated insurer member for the qualitative criteria
shall be based on the supervisory rating and other relevant information of the
amalgamated insurer member as3lt December of the preceding assessment
year.

Example 1:

InsuranceCompanies A and B were involved in the process of merger and
acquisition and transferred whole or part of their insurance business to the
amalgamated insiar memberknown as Insuranc€2 Y LJ- yeé W Qd Ly a
Q Y LJ- y @omriénc@s operationsn 1 September 2(

For the assessment year 20) InsuranceQ Y LJ- ye W- Q akKlI ff
guantitative information based on the financial information as at 31 December
2019.

(b) An amalgamated insurer member is formed after 31 December of the
assessment year

The computation of each indicator of theamalgamated inser memberfor
the quantitative criteria shall be based on the financial information of the
amalganating insurer member® as at 31 December of the preceding
assessment year.

Thescoring of theamalgamated insiar memberfor the qualitative criteria
shall be based on theupervisory rating and other relevant informationtoge
amalganmating insurer memberas at 31 December of thereceding
assessment year.

6 An amalgamating insurer member refers to any one of the insurer mesibeolved in an amalgamation
or a merger with the highest total scoring for quantitative criteaim of31 December of the preceding
assessment year
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Example 2:

InsuranceCompanies A and B were involved in the process of merger and
acquisition. The process of transferring assets and liabilities is completed,

resulting in the formation of an amalgamated imeu member Insurance
W, Q 2DyTheHtablgvbelbwztiepids the scores of the
quantitative, supervisory and other information tife insurance companies

QRYLI yea

for position as at 31 December 201

Criteria

Insurance Companies

B

Quantitative

Capitalg FCI 1.21 1.15
Operational and sustainability score 75% 55%
Total Quantitative Score (a) 55% 40%
Qualitative

Supervisory rating 22% 10%
Other information criteria 5% 0%
Total Qualitative Score (b) 27% 10%
Total DLS Score (a) + (b) 82% 50%

InsuranceCompany A(the amalgamating insurer membehas the highest

quantitative score as at 31 December 20lhsurance2 Y LJF ye W, 6 Q
its quantitative information forms based on the financial information of
InsuranceCompany A for theassessment year 20. InsuranceCompany A3
supervisory rating score of 22and the other information score of%owill be

also applied to Insuranc€ Y LJI y &

assessment year 20.

Perbadanan Insurans Deposit Mgdaa
30 March 2020

Y, Q

i 2

NNA &S
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Appendix 1
CAPITAL MEASURE

Free Capital Index

Formula:
Capital @equacyratio (%)
Individualtargetcapital level (%)

Free Capital Index

Note:
() Capitaladequacyrl G A 2 dsd@d determidedn the 'Risk 8 SR/ | LIA G| f
for Insurers' specified bBNM

(i) Individualtargetcapital IS @St 0 & Ldétérmigedin thedGuiddiines on Internal Capital
Adequacy Assessment Procéss L / ot Ihsdrérsssuedby BNM.

(i)  The insurancecompan®a L¢/ [ &aKFff o6S oFaSR 2y (K¢
December othe preceding assessment year.

(iv) In the case omalgamated insurer membéplease refer to paragrap®.5), if the ITCL ofm
insurance companfias yet to be determined as at 31 December of the preceding assessn
year, theinsurance companghall be categorised at the minimum required FCI (score range
mdnn X C/ L >Xm®minduradey comfanisid&tSmined./ [ 2F (G KS

Data

. Source of Information Remarks
Requirement

CAR is based on the averagaR
of four (4) quarters withinthe
precedingassessment year

Form A of the RBBEramework-

CAR Reporting Form.

Asagreedby BNM, specified in
Guidelines on ICAAP for Insurers.

ITCL

Score Range:
Free Capital Indéx

Range of Resultgl

Free Capital Index > 1.20
Mm®mn f CNBS /[ FLIAGEH
MPnn X CNBS /I LAGL
Free Capital Index < 1.00
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Appendix 2

OPERATIONAL AND SUSTAINABILITY MEASURE
- GENERAL INSURANCE BUSINESS
Gross Premium Growth Rate

Formula:
Gross Premium _ [Gross premiums (8 Gross premiums {1)] « 100%
Growth Rate - Gross premiums {1) °
3-yearweighted average
Gross Premium  _ [50% x growth rate (t)] + [30% x growth ratel{i
Growth Rate - + [20% x growth rate {2)]
where,

t = one year immediately preceding tberrentassessment year;
t-1=two years immediately preceding tberrentassessment year; and
t-2 =three years immediately preceding therrentassessment year

Note:

® Gross premiungrowth rateis based on a-8ear weighted average growth rate, i.e. weightage
of 50% for one year immediately preceding tba@rrent assessment year, 30% for two year
immediately preceding theurrent assessment year and 20% for three years immediate
preceding thecurrentassessment year.

(i)  Aninsurance companwhich has less thafour (4) years of data shall not be assigned a scol
for thisindicator. The score of thigdicator shall be determined on a proportionate basis
specified in paragraph Z (Insufficient Quantitative Information).

Data

. Source of Information Remarks
Requirement

Gross Statement of Premiums, Form G6 3 Grrgni?uns f?gamlg?esct blzg:lrjlcejz(;
; specified in the Guidelines for ICSS b . A
premiums (less return premiums) and g

reinsurance accepted.

Score Range:

Gross Premium Growth Rate

Range of Results Score (%)
Gross Premium Growth Rate > 10.00% 20
ponE: f DNR&a t NBYAdzY DNRGOK W 14

nonE: f DNRAaAa t NBYAdzY DNRGUOK w
DNR&aa t NBYAdzY DNRgGK wl (S X nd
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Appendix 3

Business Diversification Ratio

Formula:
Provision of risk margin for adverse
Business RSOA I A 2 ¢Fuddprovision ®ferigk
Diversificaton = YIF NHAY F2NJ I ROSNE ¢ x 100%
Ratio Provisionof risk margin for adverse
RSOAILGA2Y o6at
Note:

()  The PRAD refers to the provision of risk margin for adverse deviation, is the component ¢
value of the insurance liabilities that relates to the uncertainty inherent in the best estimate
defined in the RBC Framework.

Data

. Source of Information Remarks
Requirement

The PRAD includes valuation
RBC FrameworReporting Form: | premium liabilities attributable to
PRAD General insurance fundvaluation | all clasgsof businesses, including
liabilities, Form D and FormD those attributable to Malaysian
a2li2N LyadzNT yOf
The FPRAD includes valuation
premium liabilities attributable to
all clasesof busiresses, including
those attributableto MMIP.

RBC FramewoH®Reporting Form:
FPRAD General insurance fundvaluation
liabilities, Form D and FormD

Score Range:

Business Diversification Ratio

Range of Results Score (%)
Business Diversification Ratio > 30.00% 25
Hn®nJE? F .dzaAySaad S5AOSNRBAAT 16
Mp ®nm: XK . dzZA AWEak2 5 KOS NBA &’
Business Diversification Ratio < 15.00% 0
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Appendix 4

Receivable Ratio

Formula:
Receivable Insuranceeceivables
Ratio Grosspremiums

x 100%

Data

. Source of Information Remarks
Requirement

Gross premiura include
Gross Statement of Premiumd-orm G@&s | premiums from direct business
premiums specified in the Guidelindsr ICSS | (less return premiums) and g
reinsurances accepted
Insurance receivabsgefers to the
aggregate  of total gross
Insurance Ageing Schedul&chedule 12Form | outstanding premiums  and
receivable G3 as specified ithe Guidelines for | I 3 Sy (i & Q of inbré thayi 60§
ICSS. daysand total amount due from
reinsurers or ceding companie$
more than90 days.

Score Range:

Receivable Ratio

Range of Results Score (%)
Receivabld}: ( A 2.009 ™ n 15
10.00% < Receivabi® { A 2.009 wmp 10
15.00% < Receivabi® (i A 2.00% H n 5
Receivabldratio > 2000% 0
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Appendix 5

Combined Ratio

Formula:

Combined Ratio =

Net claims incurred + Management expenst

+ Net commission

X 100%

Earned premium income

Data .
. Source of Information Remarks
Requirement
Net claims incurred referso the claims
. Statement of Claimd=orm | paid, increase or decrease in provisions
Net claims o . . T
incurred G7as specified in the outstanding claims liabilitieswithin the
Guidelinedor ICSS preceding assessmenyear am net of
reinsuranceecoveries.
GeneralBuwsiness Revenue
Management expenses referto all
Management Account, Form G1 as . . )
SR L expenses relating to insurance busing
expenses specified in the Guidelines ) o
other than claims and commission
for ICSS.
Net commission refers to theommissiong
Statement ofCommissions and profit commission and prokerage p&
Net e 1 or payable on direct business and
. Form G&s specified in the | ~ . .
commission o reinsurance accepted business g
Guidelines for ICSS. . . .
commissions and profit commissio
earned on reinsurance ceded
Earned Statement of Premiums Earngd premium incomerefers to net
. . premiums less increase or plus decrease
premium | Form Géas specifiedn the | o o) iabilities within the precedin
income Guidelines for ICSS. P P g
assessment year

Score Range:

Combined Ratio

Range of Results Score (%)
Combined Ratio < 90.00% 25
bnonw: X [/ 2Y0AYSR wlk A2 X dp dJ 16
bp ®nE: F /| 2YOAYSR wl GA2 X mnn( 8
Combined Ratio > 100.00% 0
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Appendix 6

Mean-adjusted Return Volatility

Formula:
Semi standard deviation of operating profit ¢
Mean-Adjusted loss ovetthree (3) years
Return Volatility =~  Mean operating profit or loss ovéhree (3)
years
Note:

® Operating profitor lossrefers to the profit or loss arising from business operation, whic
includesearned premium income, net clasnncurred, management expenses, net commissia
net investment income, net bad and doubtful debts/bad debts recovery, net capital gain:
lossesandother incomeor outgo(excludesany income or expenses arising from recognition
deferred taxation).

(i) For the computation of thighdicator, operating profit should not include taxatidar the year

Data

] Source of Information Remarks
Requirement

Earned premium income refers to n

Earned Statement of Premiums, Forr . . )
remium G6 as specified in the premiums less increase or plus decre:
pincome Guideliﬂes for ICSS in  premium liabilities within  thg

preceding assessment year.
Net claims incurred refers to the clain
Statement of Claims, Form G paid, increase or decrease in provisid

Net claims as specified in the Guideline| for outstanding claims liabilities withi
incurred X
for ICSS. the preceding assessment year and nef
reinsurance recoverge
General Business Revenug Management expenses refer to 4
Management o . . .
eXDENSes Account, Form G1 as specifi¢ expenses relating to insurance busing
P in the Guidelines for ICSS.| other than claims and commission.
Net commission refers to th
commissions and profit commission a
Net Statement of Commissions,| brokerage paid or payable on dire
. Form G8 as specified in thel business and on reinsurance accepi
commission - . e
Guidelines for ICSS. business less commissions and pr
commissions earned onreinsurance
ceded.
Net bad and General Business Revenug
doubtful Account, Form G1 as specifiq -
debts/ Bad ' P

in the Guidelines for ICSS.
debts recovery

General Business Revenug
Account, Form G1 as specifig -
in the Guidelines fotCSS.

Net investment
income
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Source of Information Remarks

Net capital gains or losses includes:

(i) Profit on disposal of securities
properties and other properties
plant and equipment

(i) Loss on disposalof securities,
properties and other properties
plant and equipment

(iii) Accretion of discount on securities

(iv) Amortisation of premiuns on
securities;

(v) Unrealised gain on securities al
other investment

(vi) Unrealised loss on securities a
other investments;

(vii) Write back of impairment loss ¢
securities and other investment
and

(viii) Impairment loss of securities an
other investments

Other income/outgo excludes

() any tax income/expense arisir
from recognition of deferreq
taxation and

(i) any income/expense not arisin
from dayto-day business operation
e.g: Dayl adjustments due to the
adoption of new accounting
standards.

General Business Revenus
Account, Form G1 as specifig
in the Guidelines for ICSS.

Net capital
gains or losses

General Business Revenus
Cther Account, Form G1 apecified
incomegoutgo in the Guidelines for ICSS.

Score Range:

Mean-Adjusted Return Volatility

Range of Results Score (%)
n X a'! wzx X n®H 15
02<a! wx 5X no 10
MARV > 0.5 0
MARY is negative or the mean operating profit/(lo®#@r a period of three 0
yearsis zero
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Appendix 7

New Business Growth Rate

Formula:

[New businespremiums (t)g
New businespremiums (t1)] x 100%
New businespremiums (t1)

New Business
Growth Rate

3-yvear weighted average

New Business _  [50% x growth rate (t)] + [30% x growth ratelfi
Growth Rite - + [20% x growth rate {2)]

where,

t = one year immediately preceding tberrentassessment year;
t-1=two years immediately preceding tberrentassessment year; and
t-2 = three years immediately preceding therentassessment year.

Note:

(i)  Thenew business premiumsefer to both single and annual premiunier all types of
businesses (ordimg life, annuity and investmedinked)asNB LJ2 NIi SR Ay (K
New Policie® | aifiediihd8e Guidelines for ICSS

(i) The new businesgrowth rate is based on a-8ear weighted average growth rate, i.e.
weightages of 50% for ongar immediately preceding thaurrentassessment year, 30% for
two years immediately preceding theurrent assessment year and 20% for three year
immediately preceding theurrentassessment year.

(i)  Aninsurance companwhich has less thafour (4) years of data shall not be assigned a scor
for thisindicator. The score of thimdicatorshall be determined on a proportionateabis as

specified in paragraph.Z (Insufficient Quantitative Information).

I?ata Source of Information Remarks
Requirement
The annual premium
Single and SljdzA @1 £t Syid o6a
annual Statement of New Policieform L@s | where it aggregates totahew
regular specified in the Guidelindsr ICSS | regular premiums with 10%
premiums new single premiurs in the

calculation.

Score Range:

New Business Growth Rate

Range of Results Score (%)
New Business GrowtRate> 10.00% 15
5.00% < New Business Growthé&d¥¢ m 1 ® n E 2 10
0.00% < New Business Growthé&d¢ p ®n ez
New Business Growth R 1 ®n sE’z 0
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Appendix 8

OPERATIONAL AND SUSTAINABILITY MEASURE
- LIFE INSURANCE BUSINESS

Business Concentration Ratio

Formula:
Business ___ Newbusinesgegularpremiums (t) % 100%

Concentration Ratic ~  Newbusinesssingle premiums (t)

where,
t = one year immediately preceding tb@rrentassessment year.

Data

. Source of Information Remarks
Requirement

. GAnnual Premiurse categoryin the | New business regular premiun
Newbusiness S )

regular Statement of New PolicieBprm L6 | refers to total annual premium

EMILMS as specified in the Guidelinésr that include ordinary life,

P ICSS investmentlinked and annuities

. 6Single Premiums categoryin the | New business single premiun
Newbusiness 2 .

Statement of New PolicieBprm L6 | refers to total annual premium

rzlr?w?llﬁns as specified in the Guidelines for| that include ordinary life,
P ICSS. investmentlinked and annuities

Score Range:

Business Concentration Ratio

Range of Results Score (%)
Business Concentration Ratio 600D0% 25
150.00%f . dzZA Ay Sada [/ 2y 00D NI GA2Y 16
100.00%) . dzA Ay Sada /2y ORI NI GA2Y 8
Bushess Concentration Ratio €0.00% 0
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OPERATIONAL AND SUSTAINABILITY MEASURE
- LIFE INSURANCE BUSINESS

Appendix 9

Business Conservation Ratio

Formula:
Business

Renewapremiums (t)

ConservatiorRatio

Renewal premiums {t) +

x 100%

Frst year premiumgt-1)

where,

t = one year immediately preceding tb@rrentassessment year; and
t-1= two years immediately preceding tberrentassessment year.

Data

. Source of Information
Requirement

Remarks

Premiuns Income/Consideration
of AnnuitiesGranted,Form L11
(Schedule 1) anBremiung/Net

Renewal premiumseferto premiums
receivable subsequent to the firg
policy year, where the premiusn
payment term is two or more yeartn

Linked Business, Form-R1
(Schedule 1as specified in the
Guidelines for ICSS.

Renewal : . calculating the renewal premiums,
: Creation of Units for Investment| . .
premiums : : includes the total gross direct

Linked Busines§,orm L12 . . &
e premiums for renewal é S|
(Schedule 1as specified in the ) .
L premiuns of all businesses and totg
Guidelinedor ICSS : . .
investmentlinked operating fundfor
renewal year premiurs
First year premiums refer to
. . .| premiums receivable for the firg
Premiuns Income/Consideration olicy vear. where the premius
of AnnuitiesGranted, Form L-1 pa rr)llen)f[ ter;n i WO OF morz ark)
. (Schedule 1) and Premiwghlet paymen : yean
First year ) . calculatng the first year premiumst
. Creation of Units for Investment| . :
premiums includes the total gross direct

premiums for firsté S I pid@rduns

income of allbusinesses and tots
investmentlinked operating fundfor

first year premiuns.

Score Range:

Business Conservation Ratio

Range of Results Score (%)
Business Conservation Ratio > 90.00% 25
ypodnm: £ . dzAAySaa [/ 2yaSNDIlGA2 16
ynonm: X . dzAaAAySaa [/ 2yaSNDlGA2 8
Business Conservation Ratio < 80.00%
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Appendix 10

OPERATIONAL AND SUSTAINABILITY MEASURE
- LIFE INSURANCE BUSINESS
Asset Matching and Return

AssetMatchingand FS i dzNJ/ 0 & ! a w ématrixfagproach, oS @ing2two sitb
indicators: (a) Asset] A 6 Af AG& 5 dzNJ A 2y (b)adnveStOeatiYieH
GaL . €0

(a) Asset-Liability Duration Matching

Formula:
ALDM _ Asset Dollar DuratiorddDLX) x 100%
Liability Dollar Durationd_ DI¥)
where,
ADD = (Ao cA) X
[2 X (A0) x (Y/10000)]
LDD = (oG La) X

[2 x (Lo) X (Y/10000)]

Ao = the value of asssetunder the base scenario

A1 = the valueof assetawvhen its interest ratefyield rises by Y basis pgints
A = thevalue ofasseswhen its interest ratelyield falls by Y basis pgints

Lo = thevalueof liabilities under the base scenario

L. = thevalue ofliabilities when its interest rate/yield rises by Y basis points
Lz = thevalue ofliabilities when its interegsrate/yield falls by Y basis pointand
Y/10000 = interest ratelyield changes (in 2 decimals)

Note: For the calculation of ALDM, Y=100

Data Requirement Source of Information

RBC FrameworkReporting Form: Life
Assets and liabilities valued at base inter¢  Insurance Fund (iii) Interest Rate Risks,

ratefyield (A & L) Form C12 (aggregate base valUfor all life
insurance fundy

Assets and liabilities valued at base inter¢ Other sUbborting information
ratefyield + 100bps (A& Lu) pporting

7 As defined in BNM/RH/PD 032 RiskBased Capital Framework for Insurgkppendix Il section.4
8 Aggregated base value asses and liabiliiesfrom ParticipatingOrdinary Life Fund, Nn-Participating

Ordinary Life Fund, Participating Anuity Fund, NonParticipating Annuity Funas well agnvestmentLinked
OperatingFund forms only

Page33



EBITN  11ps/GL12-A4/2020(DLS) | Issued on | 30 March 2020

, surar it Malaysia [EEA YRS
Protecting Your Insurance And Deposits In Malaysia
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ratelyield - 100bps (A& L)

Guidelines on Differential Levy Systems Framework for Insurance
Companies

Other supporting information

Note:

i.  The assets component is computed based on all interest rate related assets as ¢
in BNM/RH/PD 0322 RiskBased Capital Framework fbrsurers, Appendix Il sectic
4

ii. The liabilities component is computed based on guaranteed insurance liabiliti
defined iInRBNM/RH/PD 0322 RiskBased Capital Framework for Insurers, Appendi:

iii.  The stress factor is +100bps on the base scenario inteaesyield.

iv.  The assets and liabilities refer to assets and liabilities of the ordinary life fund, ar
fund and investmentinked operating fund.

(b) Investment Yield

Formula:
2 x [Net investment income (I) +
N o= Ngt capital gains or losses (C)] % 100%
Totalinvestmentassets (t) +

Totalinvestmentassets (1) ¢ (I+C)

where,
t = one year immediately preceding the current assessment year; and
t-1= two years immediately preceding the curraesessment year.

Data

. Source of Information Remarks
Requirement

Life Business Revenug Net investment income refers to the total n¢

invel\sktar;ent Account, Form L-1_ gnd_ inves_tment incomeof the o_rdinary life fund,
income Form L1_2, as specified i annwty fund and investmenrinked
the Guidelines for ICSS operating fund.
Net @pital gains or loss&snclude
(i)  Profit on disposabf securities ang
properties;
(i) Loss on disposal of securities a
properties;
(iif)  Accretion of discounts on securities
. Life Business Revenug (iv) Amortisation of premiums o
Net capital o
gains or losses Account, Form L-1' gnd' securlt!es, . N
Form L12, as specified it (v) Unrealised gain on securitieand
the Guidelines for ICSS other investments;

(vi)  Unrealised loss on securitieand
other investments

(vii)  Write back of impairment loss ¢
securities and other investments;

(viii)  Impairment loss of securities an
other investments; and
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(ix)  Changesn grossAvailableForSale
0 AF$ /bair Value through Othe
ComprehensiveL y O 2 YFYOGI|
reserves*.

* Net capital gains or lossagfer to the
total net capital gains or losse¥ the
ordinary life fund, annuity fund an

Other supporting investmentlinked operating fund

information. ** Changesn gross AH&VOCteserves is

the difference between AFBEVOC
reserves, gross of tax as at 31 Decem
of two years immediately preceding th
current assessment year and b
AF$FVOCteserves, gross of tax, as
31 December of one year immediate
preceding the current assessment ye

Total investment assetsrefer to the total
investment asset®f the ordinary life fund,
annuity fund and investmenrinked
operating fund.

Life Fund Balance Sheeg

; Total Form L32 and Form L3 | Total investment asseiaclude
investment o _ .
assets 3, as specified in the () Investment properties;

Guidelines for ICSS. | (i) Loans;

(i)  Investments;

(iv)  Foreign assetsand
(v) Cash and deposits

Asset Matching and Return Matrix

Range of Results

ALDM Measure
100.00% < ALDM 80.00% < ALDM < 100.00% ALDM < 80.00%

IY Measure
< 200.00% (0] (0]
200.00% < ALDM < 300.00% ALDM 2 300.00%
IYXBIR Scorel Score2 Scored
IlY< BIR Score2 Score3 Scored
Note:

() The. 2yR LYRSE wS{dzNy ad d .| BwAG yA D 2SN R SHAL
year index.The BIR comprises investment income and capital gains/losses over a peric
represents the change between thiedex value as at the last trading date of December fc
the two (2) years immediately preceding the current assessment year and the index valu
at the last trading date of December for one (1) year immediately preceding the curr
assessment year, asipblished by Bond Pricing Agency Malaysia Sdn Bhd.
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out below.
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Score Range:

AMR Category Score (%)
Score 1 20
Score 2 14
Score 3 7
Score 4 0
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Appendix 11

OPERATIONAL AND SUSTAINABILITY MEASURE
- LIFE INSURANCE BUSINESS

Expense Ratio

Formula:

ExpensdRatio =

Management gpenses +

Agencyremuneration

x 100%

Net premiumincome

Data
Requirement

Source of Information

Remarks

Management
expenses

Life Bugess Revenue

Account, Form LBs
specified inthe Guidelines for|
ICSS

Managementexpense is defined asll
expenses relating to insurance a
investmentlinked business, other tha
claims and agency remuneration, from
businesses, i.e. ordinary lifeyvestment
linked, and annuity.

Agency
remuneration

Life Business Revenue
Account, Form LBs
specified inthe Guidelines for

ICSS.

Agencyremuneration is defined atotal
commission paid to agents, agen
leaders or other intermediaries (such
banks) in respect of single premispn
premiums relating to the first policy yea
and renewal policy years of the insuran
contracts,net of reinsur&ce commissior
and agencyrelated expenses*. Fo
investmentlinked business, agency
remuneration refers to remunerationor
reward for bringing in business.

In calculating the agency remuneration,
should include all the ageng
remuneration for all busiesses, i.e
ordinary life, investmentinked, and
annuity.

*Agencyrelated expenses include
material incentives, fringe benefits, bred
away benefits and office maintenanc
expenses paid/payable to agents
agency leaders.

Net premium
income

Life Business Revenue
Account, Form L1, as
specified irthe Guidelines for

ICSS.

Net premium income is defined asotal
net premium income fronall businesses
i.e. ordinary life, investmeninked, and
annuity.
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Expense Ratio

Range of Results Score (%)
ExpensdRatio<20.00% 15
20.00%MEXxpensdRatio< 30.00% 10
30.00%MEXpensdRatio< 40.00% 5
Expensdratiox40.00% 0
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ILLUSTRATION 1: COMPUTATION OF FREE CAPITAL INDEX

Insurance Company A

Four (4) Quarters Within the Preceding Assessment Year

31 March 30 June 30 September | 31 December

CapitaFl; Adequacy  200,00% 210.00% 190.00% 220.00%
atio

Individual Target Capital Level: 200.00%

Free Capital Index Capital @equacyratio (%)*
Individual fargetcapitallevel (%)

(20000% + 21M0% + 19M0% +220.00%) / 4
200.00%

_ 20500%
~ 20000%
1.03

* AverageCAR ofour (4) quarters withinthe precedingassessment year

As a resultjnsurance @mpanyA will beplacedat the free capital indexangeof 1.00 to
1.10.

Page39



EBITN  11ps/GL12-A4/2020(DLS) | Issued on | 30 March 2020

Guidelines on Differential Levy Systems Framework for Insurance
Companies

, it Mal TITLE
Protecting Your Insurance And Deposits In Malaysia

ILLUSTRATION 2: COMPUTATION OF GROSS PREMIUM GROWTH RATE

Insurance Company B

Gross premiurafor 20196 w HQAD): 620,000
Gross premiurafor 2018 6 w &QA0): 560,000
Gross premiurafor 2017 6 w &QA0): 520,000
Gross premiurafor 2016 6 w ®AD): 480,000
Gross Premium Growth _  [Gross premiums (f) Gross premiums §i)]
= . X 100
Rate Gross premiums {1)
One vear immediately preceding tlcerrentassessment yedt)
Gross Premium Growth _ (RM620 milliong RM560 million) % 100
Rate - RM560 million °
_ RM60 million
= T RM560 million < 0%
= 10.71%
Two yeasimmediately preceding theurrentassessment yedt-1)
Gross Premium Growth _ (RM560 milliong RM520 million) « 1004
Rate - RM520 million 0
RM40 million
RM520 million X 1000
= 7.69%
Three yeas immediately preceding theurrentassessment yedt-2)
Gross Premium Growth _ (RMb20 million¢ RMA80 million) « 100/
Rate - RM480 million 0
RM40 million
RMA80 million X 1000
= 8.33%

3-Year Weighted Average
Gross Premium Growth _  [50% x growth rate (t)] + [30% x growth ratelji +
Rate ~ [20% x growth rate ()]
[50% x 10.71%] + [30% x 7.69%] + [20% x 8.33%
9.33%

As a resultlnsurance GmpanyB will get a score 0f4% under the gross premium
growth rateindicator.
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Insurance Company C

As at 31 December of the Preceding Assessment Year RM’000
Provision of risk margin for adverdeviation 120,000

Fund provision of risk margin for adverse deviation 100,000

Business Provision of sk margin for adverse deviatier-und
Diversification Ratio provision of risk margin for adverse deviation
= — . - — x 1006
Provision of risk margin for adverse deviation
RM120 million - RM10Omillion
RML20 million x 1006

16.67%

As a resultinsuranceCompanyC will get a score &% underthe business diversification
ratio indicator.
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ILLUSTRATION 4: COMPUTATION OF RECEIVABLE RATIO

Insurance Company D

As at 31 December of the Preceding Assessment Year RM’000
Grosspremiums 180,000
Insurancereceivable
Totaloutstandingpremiums and gent'sbalancest 15,000
Totalamount due fromreinsurerstedingcompaniest* 15,000
Totalinsurancereceivable 30,000

* Only includesutstandingbalances more than 60 days.

** Only includes amounduemore than 90 days.

Receivable Ratio Insurancereceivable
Gross pemiums
RM30 million
RML8Omillion < 10%°
16.67%

X 1000

As a resultinsurance @mpany D will get a score 0% under the receivable ratio
indicator.

Page42



EBITN  11ps/GL12-A4/2020(DLS) | Issued on | 30 March 2020

Perbadanan Insurans Deposit Malaysiz TITLE
Protecting Your Insurance And Deposits In Malaysia

Guidelines on Differential Levy Systems Framework for Insurance
Companies

ILLUSTRATION 5: COMPUTATION OF COMBINED RATIO

Insurance Company E

As at 31 December of the Preceding Assessment Year RM’000
Earnedpremiumincome 95,000
Net claimsincurred 50,000
Managemenkexpenses 25,000
Net commission 15,000
Combined Ratio (Net claims incurred + Managemenkgenses
_ + Netcommissior) X 100%

(RMBO million + RN5 million + RM5 million)

Earnedpremiumincome

= 94.74%

RMO5 million

x 1006

As a resultInsurance @mpany E will get a score 0fl6% under the combinedratio

indicator.

Page43



EBITN  11ps/GL12-A4/2020(DLS) | Issued on | 30 March 2020

, it Mal TITLE
Protecting Your Insurance And Deposits In Malaysia

ILLUSTRATION 6: COMPUTATION OF MEAN-ADJUSTED RETURN VOLATILITY
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Formula:

{SWAIFYRINR RSGOAIGAZ2Y 2F 2L 8EBHNRY 3 LINET
aSly 2LISNIGAY3I LINRPFAGkOf 28480 2 TSNJ

* Semistandard Deviation

t-2

i =t

where,

i = operating profit

Mean = the average operating profit outiree (3) years

t = one year immediately preceding tb@rentassessment year;

t-1= two years immediately preceding tb@rrentassessment year;

t-2 = three years immediately preceding therentassessment year; and
n = number of observations. i.e. 3

lllustration6.1:

Insurance Company F

Operating Profit for 2006 w &) : 240,000(i )
Operating Profit for 2086 w &) : 150000(i )
Operating Profit for 2026 w &) : 180000(i )

Mean =RM240million + RM150million + RM180million
3

=RM190million

Giventhe operating profit for 204 (i ) and 205 (i ) were less than the mean of
RM190 million, the serrstandard deviation will be computed as follows:

nhtbmpm b mym ot
o™

Semistandard deviation

MT NN
H

=29.15
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Mean-Adjusted Return Volatility =Semistandard deviation of operating profit
Mean operating profit

Guidelines on Differential Levy Systems Framework for Insurance
Companies

29.15
190

1

1
o

(63

In this caselnsuranceCompanyFscoresl5% for this indicator.

lllustration6.2:

Insurance Company G

Operating Loss for 2016 w &@) : (60000 (i )
Operating Profit for 2080 w &) : 100000(i )
Operating Profit for 2026 w &) : 150000(i )

Mean =RM60million) + RMLOOmillion + RM150million
3

=RM63.33million

Given the operating loss for 2011 ) was less than the mean of RM63.33 million,
the semistandard deviation will be computed as follows:

T It o Pvba "bnH
OoTM

Semistandard deviation =

MB M DH
H

=87.21

Mean-Adjusted Return Volatility =Semistandard deviation of operating profit
Mean operating profit

I
(0]

7.21

3.33

N

(o3}
w

= 1.3

loe}

In thiscase InsuranceCompanyG scores0% for this indicator.

Page45



EBITN  11ps/GL12-A4/2020(DLS) | Issued on | 30 March 2020

Perbadanan Insurans Deposit Malaysiz TITLE
Protecting Your Insurance And Deposits In Malaysia

ILLUSTRATION 7: COMPUTATION OF NEW BUSINESS GROWTH RATE
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Insurance Company H

New Business Premiums

Annual Premium

Single Annual . UADCY
Premiums (“SP”) Premiums (“AP”) Eﬂ::’ilig;}) f:IE] )
(RM’ 000)
2015 20,000 130,000 132,000
2014 20,000 125,000 127,000
2013 10,000 120,000 121,000
2012 10,000 100,000 101,000

[New business premiums ()
New Business Growth Rate = New business premiums-{i)] x 100%
New business premiums-{i)

One year immediately preceding tlcerrentassessment year (t)

(RML32million ¢ RM127 million)
RML27 million
_ RM5 million
= T RMi27milion X 1090

3.94%

New Busines&rowth Rate x 1000

Two yeasimmediately preceding theurrentassessment yedt-1)

(RM127 million ¢ RM121 million)
RM121 million
RM6 million
RML21milion X 1000
4.96%

New Busines&rowth Rate x 1000

Three yeasimmediately preceding theurrentassessment yedt-2)

(RML21 million ¢ RMLO1 million)
RMLO1 million
RM20 million
RMLOLmillion X t0%%®
19.80%

New Busines&rowth Rate x 100
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[50% x growth rate (t)] + [30% x growth ratelji +
[20% x growth rate {P)]

[50% x 3.94%] + [30% x 4.96%] + [20% x 19.80%
7.42%

New Busines&rowth Rate

As a resultinsuranceCompanyHwill get a score af0% underthe new business premium
growth rate indicator.
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ILLUSTRATION 8: COMPUTATION OF BUSINESS CONCENTRATION RATIO

Insurance Company |

As at 31 December of the Preceding Assessment Year RM’000

Annualpremiums ¢ New policies 300,000
Sngle pemiums ¢ New policies 180,000
BusinesoncentrationRatio =  New lusinesgegularpremiums (t) « 1004
New business single@gmiums (t) °
RM300million
RML80 million X 10%°
= 166.67%
where,

t =one year immediately preceding tbarrentassessment year

As a resultinsurance 6Gmpanyl will get a score 0£6% underthe business ancentration
ratio indicator.

Page48



EBITN  11ps/GL12-A4/2020(DLS) | Issued on | 30 March 2020

Perbadanan Insurans Deposit Malaysia TITLE
Protecting Your Insurance And Deposits In Malaysia

ILLUSTRATION 9: COMPUTATION OF BUSINESS CONSERVATION RATIO
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Insurance Company J

2018 (t-1) 2019 (t)
RM’ 000

Type of Premiums

First year premiums :

Ordinary life 15,000

Annuity 10,000

Investmentlinked operating fund 15,000

Total 40,000

Renewal premiums:

Ordinary life 70,000 73,000
Annuity 30,000 32,000
Investmentlinked operating fund 90,000 95,000
Total 190,000 200,000

Renewal premiums (t)

Business @hservationRatio _ 1004
Renewal premiums {1) +
First year premiumg-1)
- RM200million
= RM190 million + RM40 milion * 109

86.96%

where,
t = one year immediately preceding tbarrentassessment year; and
t-1 = two years immediately preceding therrentassessment year.

As a resultinsurance @mpanyJwill get a score 0£6% underthe business conservation
ratio indicator.
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ILLUSTRATION 10: COMPUTATION OF ASSET MATCHING AND RETURN

Insurance Company K

(a) ALDM
Rlsk-Ba.sed CaPltaI Framework Reporting F.orm C1-2, Asset (Ao) | Liability (Lo)
Market Risk Capital Charges (Interest Rate Risk): As at 31 k )
RM’000 RM’000
December 2019
Participating Fund 8,200 5,600
Non-Participating Fund 1,200 1,300
Annuity Participating Fund 0 0
Annuity NonParticipating Fund 0 0
InvestmentLinked Operating Fund 1,300 500
Base value 10,700 7,400
Asset and Liability Values when Interest Rate/Yield Asset (A1) | Liability (L1)
Increase by 100 Basis Points: As at 31 December 2019 RM’000 RM’000
Participating Fund 7,600 5,100
Non-Participating Fund 900 1,100
AnnuityParticipating Fund 0 0
Annuity NonParticipating Fund 0 0
InvestmentLinked Operating Fund 800 350
Value when interest rate/yield increase by 100 basis points 9,300 6,550
Asset and Liability Values when Interest Rate/Yield Asset (Az2) | Liability (L2)
Decrease by 100 Basis Points: As at 31 December 2019 RM’000 RM’000
Participating Fund 8,600 6,500
Non-Participating Fund 1,400 1,700
Annuity Participating Fund 0 0
Annuity NonParticipating Fund 0 0
InvestmentLinked Operating Fund 1,500 650
Value when interest rate/yield decrease by 100 basis points 11,500 8,850

Asset Dollar Duration (ADD)

ALDM = x 100%
Liability Dollar Duration (LDD)
where,
ADD - (Ao qA) Ao
[2 X (Ao) X (Y/10000)]
LDD . (¢ L) x Lo

[2 X (Lo) x(Y/10000)]
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pop = (RM11.5milliors RM9.3 milliod -, gngg 7 million = RM110 million

[2 x(RM10.7 million) x (1020000)]

Guidelines on Differential Levy Systems Framework for Insurance
Companies

top = —(RM®8.85 milliore RM6.55 miliod gy 4 milion = RM115 million

[2 X (RM7.4 million) x (1020000)]

ALDM 95.65%

(b) Investment Yield

2018 (t-1) | 2019 (t)

Balance Sheet RM’000 RM’000

Totalinvestmentassets 600,000 700,000

where,
t =one year immediately preceding tbarrentassessment yeaand
t-1 =two yeasimmediately preceding theurrentassessment year

Revenue Account: For the year ended 31 December 2019 RM’000 RM’000
Net apital gainsfloss:

Profit on disposal of securitiemd properties 13,000

Loss on disposal of securitiasd properties -1,000

Net 12,000
Accretion of discounts on securities 0

Amortisation of premiums on securities -1,000

Net -1,000
Unrealised gain on securities and other investments 1,000
Unrealised loss on securities and other investments -1,000

Net 0
Writebackof impairment loss of securitieand other investments 1,000
Impairment loss of securitiemnd other investments -6,000
Net -5,000
GrossAF#VOCleserves Twoyeals immediatelyprecedingthe

currentassessment year 2,000
GrossAF3FVOCteservesg One year immediately rpcedingthe

currentassessment year -1,000
Net 1,000
Total net capital gains 7,000
Net investment income 23,000
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Investment Yield

Guidelines on Differential Levy Systems Framework for Insurance
Companies

2 x [Net nvestmentincome (I)
+ Netcapital gains orloses(C)]
Totalinvestmentassets (t) x 100%
+ Totalinvestmentassets(t-1) ¢ (I + C)

2 x (RM23 million + RM7 million)

= 0
(RM700 million + RM0O million) X 100%
¢ (RM23 million ARM7 million)

= 4.72%
Bond Index Return as at 2018 (t-1) 2019 (t)
Last trading date of December 147.551 154.273
BIR = (154.273¢ 147.551) x 100
2017 147.551

4.56%

With score of 95.65% for ALDM aa@2%fol. , = Ly &dz2N} yOS /[ 2YLJ] yeé
is placed at Score 2. As a result, Insurance Company K will get a sba¥e of

10000%XALDM < 80.00: X ! [ 5 ALDM <8m®M0%
200.00% 100.00% OR OR
200.009%XALDM < ALDMx300.00%

300.00%
Score 1 Score 2 Score 4
Y < 4.56% Score 2 Score 3 Score 4

Score Range Score(%)
Score 1 20
Score 2 14
Score 3 7

Score 4 0
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ON 11: COMPUTATION OF EXPENSE RATIO

As at 31 December of the Preceding Assessment Year RM’000
Management Expenses 38,000
Agency Remuneration 53,000
Net Premium Income 480,000

ExpensdRatio

Managementexpenses +
Agencyremuneration x 1000

Net premiumincome
RM38 million + RM53 million

=1

RM480 nillion x100%

8.96

X

As a resu] Insurance @mpany L will get a score oft5% under the expenseratio

indicator.
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ILLUSTRATION 12: DLS SCORING AND LEVY CATEGORISATION

Guidelines on Differential Levy Systems Framework for Insurance
Companies

Calculation of total DLS score for a life insurance company
Maximum | Insurance

Criteria & Indicators Score company
Score
Quantitative
1. | Capital
FCI NA 1.30
2. | Operational & Sustainability
(i) New Business GrowtRatio 15% 10%
(i) Business Concentration Ratio 25% 16%
(i) Business Conservation Ratio 25% 25%
(iv) AssetMatching and Return 20% 14%
(v) Expense Ratio 15% 10%
Total Operational & Sustainability Score 100% 75%
TotalQuantitative Criteria Score e =3
(placed at M2 inrable3: Quantitative Criteria Matrix
Qualitative
1. | Supervisory Rating 35% 10%
2. | Other Information 5% 5%
Total Qualitative Score 40% 15%
otal D ore 00% 0%

Based orthe tableabove the insurance companwill be categorised iGategory 2.
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ILLUSTRATION 13: DLS SCORING AND LEVY CATEGORISATION FOR
AN INSURANCE COMPANY WITH INSUFFICIENT QUANTITATIVE INFORMATION

Calculation of total DLS Score for an insurance company carrying on general insurance
business with insufficient quantitative information
Maximum | Insurance

Criteria & Indicators Score Company
Score
Quantitative
1. | Capital
FCI N/A 1.21
2. | Operational & Sustainability
() Gross Premium Growth Rate 20% 14%
(i) Business Diversification Ratio 25% N
(i) Receivable Ratio 15% N
(iv) Combined Ratio 25% 16%
(v) MeanAdjusted Returrvolatility 15% 10%
Total Operational & Sustainability Score 100% 67%
Total Quantltapve Crlt.erla chre_ - : 60% 55%
(placed at M2 in Tablg: Quantitative Criteria Matrix)
Qualitative
1. | Supervisory Rating 35% 10%
2. | Other Information 5% 5%
Total Qualitative Score 40% 15%
otal D ore 00% D%
Note:

* NI denotesinsufficient quantitativanformation.

Referring to paragraph.Z (Insufficient Quantitative Information), depicted below is the
proportionate quantitative score forindicatorswith insufficient quantitative information
(item ii and iii):

[40% / (100% 409%9)] x 40% = 2%

The table belowshowsthe total operational and sustainability score for thesurance
company

Description ‘ Insurance Company Score

Quantitative score forndicatorswith sufficient score 40%
Add: Proportionate quantitative score foindicators with o708
insufficientquantitativeinformation °

Total Operational & Sustainability Score 67%

Based orthe total DLS score, th@asurance companwill be categorised i€ategory 2.
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