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KINGDOM OF SWAZILAND 

 

OFFICE OF THE REGISTRAR OF INSURANCE 

 

CALCULATION OF LIABILITIES AND RESERVES  

FOR SHORT TERM INSURANCE 
 

 

1. The actual liability for accounting purposes for unearned premiums referred to in section 

85. (b) shall be calculated as follows: 

 

 X = (A - B) x (1 C/D) 

 

 X = liability for unearned premium. 

 

 A = Total premium due in respect of a policy for the valuation period net of 

reassurance, refunds, advance payments and overpayments. 

 

 B = The total amount paid to intermediaries net of any amount due to the 

insurer as reassurance commission. 

 

 C = The number of days for which the policy has been in force calculated from 

the date of commencement of the policy to the date of calculation. 

 

 D = The term of the policy calculated in days. 

 

2. Contingency reserve for short term insurance business referred to in section 85 (d)  

(iv) shall be established as follows 
 

 2.1 At the expiration of 5 years after the insurer commences writing insurance 

business he shall maintain a contingency reserve of 10% of his annual premiums 

net of reassurances in respect of his short term business. 

 

 2.2 The annual premium net of reassurance for purposes of paragraph 2.1 shall be the 

period of 1 year immediately preceding the expiration of the 5 year period in 

paragraph 2.1. 

 

 2.3 The reserve required to be maintained in terms of paragraph 2.1 may be 

established prior to the expiration of the period of 5 years and the insurer shall set 

aside an amount of at least 20% in each year of the reserve estimated by the 

insurer. 

 



2.4 The reserve shall be appropriated only with the written permission of the 

Registrar and the Registrar shall satisfy himself that the withdrawal is consistent 

with the purpose of the reserve. 

 

 2.5 After any appropriation of the contingency reserve, the insurer shall submit to the 

Registrar a scheme to have the reserve restored to its statutory limit in terms of 

paragraph 2.1. 

 

 2.6 The Registrar may direct the insurer to amend any proposals or may prescribe a 

plan to restore the reserve. 

 

 2.7 The Registrar may act against any insurer in terms of section 65 or section 66 if 

he fails to comply with any plan referred to in paragraph 2.5 or paragraph 2.6. 

 

3. The minimum amount referred to in subsection 85.1 (i)(b) shall be an amount equal to 

7% of the total premiums payable to the insurer under short term policies entered into in 

the 12 months preceding the date on which the amount is calculated reduced by the total 

amount payable by the short term insurer as reinsurance premium under those policies. 

 

4. Calculation of additional amounts of assets 

 

 4.1 The additional amount of assets referred to in section 82.(1)(b) shall be an amount 

equal to the greater of: 

 

 i) E500-000 ;  or 

 

 ii) 15% of the greater of premium income of the insurer in respect of his short 

term insurance business after deduction of reinsurance premiums payable 

by the insurer in respect of that business: 

 

 a) in the previous financial year; or 

 

b)     in the twelve months preceding the date on which the amount is calculated. 

 

 

 
CALCULATION OF LIABILITIES AND RESERVES FOR SHORT TERM INSURERS. 

 

Technical reserves may be established separately for gross reserves and for reinsurance 

recoveries or as net reserves. Where separate gross and reinsurance recovery reserves are shown, 

the methods and principles used for setting both reserves should be consistent. 

 

The reserving report must comment on the extent to which the expected basis used in 

establishing reserves the estimates of reserves compares with the actual experience. 

 



Technical reserves may be discounted to allow for investment income expected to be earned 

prior to payment. 

 

Appropriate allowance must be made for the impact of inflation on both the claim amount and 

expenses. 

 

1. TECHNICAL RESERVES 

 

OUTSTANDING CLAIMS RESERVES 

 

This is the reserve held in respect of payments due and claim expenses in respect of claims that 

have been already been incurred but have still not been settled either because they are in the 

reporting or settlement pipeline, or they may have been previously settled but have since been re-

opened. The Outstanding Claims reserves will consist of four components namely: 

 

 The Reported Outstanding Claims Reserve 

 

 The Incurred But Not Reported Claims Reserve (IBNR) 

 

 The Re-opened Claims Reserve 

 

 The Reserve for Future Claim handing Expenses 

 

 

Where these reserves cannot be shown separately, the reserving report must outline how the 

combined reserves were set and comment on the adequacy of the allowance made for each of the 

four components of the Outstanding Claims Reserve. 

 

a) Reported Outstanding Claims Reserves (ROCR) 

 

This is the reserve held to offset payments due in respect of claims that have been reported to the 

insurer but have still not been settled. The reserve can be calculated using: 

 

 

I. A case-by-case method based on the opinion of a claims expert  

 

II. A mixture of statistical methods and case-by-case methods based on the opinion of a 

claims expert  

 

III. Statistical Methods 

 

Alternative methods may be used but the assumptions, methodology and results must be properly 

justified. 

  

Approximations may be used where it can be demonstrated that they result in a higher reserve for 

Reported Outstanding Claims Reserve or the ROCR is not financially significant. 



 

b) Incurred but not Reported Reserves (IBNR) 

 

The reserve for IBNR represents the loss events which have happened but have not yet been 

notified to the insurer. The reserve for IBNR can be calculated using -  

 

I. Statistical methods 

 

  

II. Methods based on multiplying the earned premium with an appropriate claims ratio 

and offsetting claims already paid and Reported Outstanding Claims Reserve. 

 

Alternative methods may be used but the assumptions, methodology and results must be 

properly justified.  

 

Approximations may be used where it can be demonstrated that they result in a higher 

reserve for Incurred but not Reported Reserve or the IBNR is not financially significant. 

 

(c) Re-opened Claims Reserve 

 

This is the reserve held to offset payments due in respect of claims that have been previously 

settled but have now been reopened. The reserve can be calculated using: 

 

I. A case-by-case method based on the opinion of a claims expert  

 

II. Based on a mixture of Statistical Methods and case-by-case methods based on the 

opinion of a claims expert  

 

III. Statistical Methods 

 

Alternative methods may be used but the assumptions, methodology and results must be 

properly justified.  

  

Approximations may be used where it can be demonstrated that they result in a higher 

reserve for Reported Outstanding Claims Reserve or the Reopened Claims Reserve is not 

financially significant. 

 

  

EXPENSES 

 

Adequate provision must be made for the costs of settling claims. The costs of settling claims 

may be implicitly allowed for in the estimates of the outstanding claims reserves or it can be 

explicitly derived from the experience of the class of business. Allowance must be made for 

expense inflation. 

 

 



 

UNEXPIRED RISK RESERVES 

 

Unexpired Risk Reserves (URR) are that part of the technical reserves held in respect of 

cover to be granted after the valuation date, where that cover is in respect of policies incepted 

and premiums received prior to the valuation date. 

 

The Unexpired Risk Reserve is made up of: 

 

 The Unearned Premium Reserve (UPR) 

 

 The Additional Reserve for Unexpired Risks  (AURR) 

 

Where these reserves cannot be shown separately, the reserving report must outline how the 

combined reserves were set and comment on the adequacy of the allowance made for each of 

the two components. 

 

a) Unearned premium Reserve 
 

The unearned premium reserve may be a reserve net of an allowance for deferred acquisition 

costs or it may be gross with these deferred acquisition costs shown as an asset.  

 

The calculation of unearned premium reserves should consider and comment on the 

following: 

 

(i) The incidence of risk over the policy duration 

 

(ii) The Grouping of base dates e.g. daily, monthly, quarterly or half yearly. 

 

(iii) The treatment of non-annual premiums 

 

(iv) The choice of base dates e.g. debit of premium, inception of policy  

 

The Unearned Premium Reserve is that part of the premium received prior to the accounting 

date in respect of cover after the accounting date. The unearned premium should be 

calculated based on the following –  

 

b) Additional Reserve for Unexpired Risk (AURR) 

 

The Additional Unexpired Risk Reserve (AURR) is the difference between the amounts 

necessary to cover future outgo arising from exposure to risk after the accounting date in 

respect of policies incepted and premiums paid prior to the accounting date and the Unearned 

Premium Reserve i.e. mathematically: 

 

Unexpired Risk Reserve (URR) = Unearned Premium Reserve (UPR) + Additional Reserve 

for Unexpired Risks (AURR). 



 

The total Unexpired Risk Reserve may be considered as a product of the unearned premium 

and an appropriate claims ratio. The claim ratio must allow for claims handling expenses. 

 

The Additional Unexpired Risk Reserve is the excess, if any, of the Unexpired Risk Reserve 

over the Unearned Premium Reserve (net of deferred acquisition costs). 

 

Alternative methods may be used but the assumptions, methodology and results must be 

properly justified.  

 

Approximations may be used where it can be demonstrated that they  

 

result in a higher reserve for Incurred but not Reported Reserve or the IBNR is not 

financially significant. Alternative methods may be used but the assumptions, methodology 

and results must be properly justified.  

 

Approximations may be used where it can be demonstrated that they result in a higher reserve for 

Incurred but not Reported Reserve or the IBNR is not financially significant 


