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In exercise of the powers conferred by sections 9 (1) (¢), 17, 18
and 64 (1) of the Insurance Act, the Monetary Authority of
Singapore hereby makes the following Regulations:

PART 1
PRELIMINARY

Citation and commencement

1. These Regulations may be cited as the Insurance (Valuation
and Capital) Regulations 2004 and shall come into operation on
23rd August 2004.



Definitions

2—(1) In these Regulations, unless the context otherwise
requires —

“Accounting Standards” has the same meaning as in section 4 (1)
of the Companies Act (Cap. 50);

‘“appointed actuary’” means the actuary appointed by a direct
insurer under section 31 of the Act;

“appointed day”’ means the date of commencement of these
Regulations;

““associates” has the same meaning as in section 27 (4) (d) of
the Act;

“collective investment scheme” has the same meaning as in
section 2 (1) of the Securities and Futures Act (Cap. 289);

“commodity”, in relation to a forward contract or futures contract,
means —

(a) a financial instrument; or
(b) gold, any class of oil or any other physical commodity;

‘“counterparty” means any person who is under a financial
obligation to the insurer;

“debt security” includes any debenture, bond or note;

“derivative” includes any warrant, convertible security, forward
contract, futures contract, swap, contract for differences or
option;

“equity security” includes any stock, share, depository receipt
or unit in a collective investment scheme;

“financial resources’ has the meaning set out in paragraph 1 of
the First Schedule;

“forward contract” means a contract the effect of which is that one
party to the contract agrees to deliver a specified commodity,
or a specified quantity of a specified commodity, to another
party to the contract at a specified future time and at a
specified price payable at that time, and includes an option on
a forward contract but does not include a futures contract;



“futures contract” means a contract the effect of which is that —
(a) one party to the contract agrees to deliver a specified

(b)

commodity, or a specified quantity of a specified
commodity, to another party to the contract at a
specified future time and at a specified price payable at
that time under the terms and conditions set out in the
business rules and practices of the futures exchange,
recognised trading system provider or overseas futures
exchange at which the contract is made; or

the parties to the contract will discharge their
obligations under the contract by settling the difference
between the value of a specified quantity of a specified
commodity agreed at the time of the making of the
contract and at a specified future time, such difference
being determined in accordance with the business
rules and practices of the futures exchange, recognised
trading system provider or overseas futures exchange at
which the contract is made,

and includes an option on a futures contract;

‘“government debt security”” means a debt security which —

(a) is issued or fully guaranteed by the Government;

(b)

(c)

is issued or fully guaranteed by a central government
or central bank of a country or territory which has a
sovereign rating of investment grade; or

is issued or fully guaranteed by a central government
or central bank of a country or territory which does
not have a sovereign rating of investment grade, is
denominated in the national currency of that country,
and has a residual maturity of 12 months or less;

“investment-linked fund” means an insurance fund for
investment-linked policies established and maintained under
section 17 (1A) of the Act;

“investment grade’” means a credit rating set out in Table 1 of
the Sixth Schedule issued by the corresponding credit rating
agency in that Table or any better credit rating;



“minimum condition liability”, in relation to a participating
fund, means the sum of —

(a) the liability in respect of each non-participating policy
of the fund determined in the manner provided in
regulation 20 (1); and

(b) the liability in respect of each participating policy of
the fund determined in accordance with the manner
provided in regulation 20 (1) for determining the
liability in respect of a non-participating policy, but
does not include any provision for non-guaranteed
benefits;

“money market debt security’” means any debt security with a
maturity of 12 months or less, and includes any banker’s
acceptance, commercial paper, certificate of deposit or
government or treasury bill or note, with a maturity of
12 months or less;

“non-participating fund” means an insurance fund established
and maintained under section 17 (2) of the Act which
comprises wholly of non-participating policies;

“ordinary share’” means any share other than a preference share;

“participating fund” means an insurance fund established and
maintained under section 17 (2) of the Act which comprises
wholly or partly of participating policies;

“policy assets”, in relation to a participating fund, means the
total assets of the fund as at valuation date less —

(a) the balance in the surplus account established and
maintained in accordance with regulation 22; and

(b) other liabilities, as calculated in the manner provided
in Form 1 of the First Schedule to the Insurance
(Accounts and Statements) Regulations 2004 (G.N.
No. S 494/2004);

“preference share”, in relation to a registered insurer incorporated
in Singapore, has the same meaning as in section 4 (1) of the
Companies Act (Cap. 50);

“public authority”” means any body corporate constituted under
any Act or under the law of any other country or territory for
the purpose of carrying out a public function;
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“qualifying Tier 2 instrument” has the meaning set out in
paragraph 2 of the First Schedule;

“recognised multilateral agency” means an organisation listed
in Table 2 of the Sixth Schedule;

“reinsurance recoverables’” means any amount that an insurer is
entitled to recover, but has yet to recover, from its reinsurance
counterparty in respect of claims that have been paid by
the insurer;

“share”, in relation to a registered insurer incorporated in
Singapore, has the same meaning as in section 4 (1) of the
Companies Act (Cap. 50);

“special risk” means —

(a) any liability under a marine and aviation policy which
consists of or which includes a liability arising from the
insurance of a marine hull or aircraft hull; or

(b) any other risk which, by reason of its exceptional
nature or amount, the Authority permits to be treated
as a special risk;

“total risk requirement” has the meaning set out in the Second
Schedule;

“unit”, in relation to a collective investment scheme, has the
same meaning as in section 2 (1) of the Securities and Futures
Act (Cap. 289);

“valuation date” means the date on which the assets and
liabilities of a registered insurer are valued.

(2) In these regulations —
(a) any reference to a policy of a participating, non-participating
or investment-linked fund shall be construed as a reference to
a policy in respect of which the participating, non-participating
or investment-linked fund, as the case may be, is established
or maintained by an insurer under the Act; and

(b) any reference to a registered insurer incorporated in
Singapore includes a registered insurer which is a society
registered under the Co-operative Societies Act (Cap. 62).



PART 1II

FINANCIAL REQUIREMENT BEFORE
REGISTRATION, FUND SOLVENCY REQUIREMENT
AND CAPITAL ADEQUACY REQUIREMENT

Paid-up capital requirement

3. For the purposes of section 9 (1) (¢) of the Act, the Authority
shall not register an applicant as a direct insurer or reinsurer under
section 8 of the Act unless the applicant has a paid-up ordinary share
capital (or its equivalent recognised by the Authority as applicable to
the applicant under the laws of the country or territory in which the
applicant is incorporated, formed or established) of no less than —

(a) in the case of an applicant applying to be a direct insurer
carrying on only one of the types of insurance business listed
in Table 3 of the Sixth Schedule, $5 million;

(b) in the case of an applicant applying to be a direct insurer
other than a direct insurer referred to in sub-paragraph (a),
$10 million; and

(c) in the case of an applicant applying to be a reinsurer, $25
million.

Fund solvency requirement and capital adequacy requirement

4.—(1) For the purposes of section 18 (1) (a) of the Act, the fund
solvency requirement in respect of an insurance fund established and
maintained by a registered insurer under the Act shall at all times be
such that the financial resources of the fund are not less than the total
risk requirement of the fund.

(2) For the purposes of section 18 (1) (b) of the Act, the capital
adequacy requirement of a registered insurer shall at all times be such
that the financial resources of the insurer are not less than —

(a) the sum of —

(i) the aggregate of the total risk requirement of all
insurance funds established and maintained by the
insurer under the Act; and

(i) where the insurer is incorporated in Singapore, the
total risk requirement arising from the assets and



liabilities of the insurer that do not belong to any
insurance fund established and maintained under
the Act; or

(b) a minimum amount of $5 million,
whichever is the higher.

(3) A registered insurer shall immediately notify the Authority
when the insurer becomes aware that —
(a) it has failed, or is likely to fail, to comply with paragraph (1)
or (2); or
(b) a financial resources warning event has occurred or is likely
to occur.

(4) Where the Authority is notified by an insurer under
paragraph (3) (a) or becomes aware of any inability by the insurer to
comply with paragraph (1) or (2), the Authority may —

(a) require the insurer to comply with such directions as the
Authority may impose, and in particular, require the
insurer —

(i) to submit to the Authority financial statements on
a monthly basis or at such other intervals as the
Authority may require, until the insurer satisfies the
fund solvency requirement or the capital adequacy
requirement, as the case may be, for 90 consecutive
days or such other period as may be determined by
the Authority;

(ii) to submit to the Authority a plan on how the insurer
intends to satisfy the fund solvency requirement or
the capital adequacy requirement, as the case may be;
or

(iii) to stop renewing or issuing further policies in respect
of one or more classes of business; and

(b) direct the insurer to carry on its business in such manner and
on such conditions as the Authority may impose.

(5) If the Authority is notified by an insurer under paragraph (3) (b)
or becomes aware that a financial resources warning event has
occurred, the Authority may direct the insurer —

(a) to submit to the Authority a plan on how the insurer intends
to stop the financial resources warning event from continuing;
and



(b) to carry on its business in such manner and on such conditions
as the Authority may impose.

(6) In this regulation, “‘financial resources warning event”” means
an event which results in the financial resources of the insurer being
less than —

(a) 120% of the amount calculated in accordance with
paragraph (2) (a); or
(b) the minimum amount in paragraph (2) (b),
whichever is the higher.

PART III
OTHER FINANCIAL REQUIREMENTS

Reduction in paid-up ordinary share capital or redemption of
preference shares

5.—(1) A registered insurer incorporated in Singapore shall not
reduce its paid-up ordinary share capital or redeem any preference
share without the prior written approval of the Authority.

(2) A registered insurer incorporated outside Singapore shall not
reduce its paid-up ordinary share capital (or its equivalent recognised
by the Authority as applicable to the insurer under the laws of the
country or territory in which the insurer is incorporated, formed or
established) without giving prior notice to the Authority.

Preference shares and qualifying Tier 2 instruments

6. A registered insurer which is incorporated in Singapore shall
notify the Authority of its intention to issue any preference share
or qualifying Tier 2 instrument prior to the date of issue of the
preference share or instrument.

PART IV
VALUATION OF ASSETS

Application of this Part

7. This Part applies to the valuation of any asset of an insurance
fund established and maintained under section 17 of the Act.



Valuation of assets

8.—(1) Unless otherwise specified in this Part, a registered insurer
shall value an asset of an insurance fund in accordance with the
Accounting Standards.

(2) The following items shall not be treated as assets of an
insurance fund:

(a) assets comprised in the deposit made by the insurer under
section 14 of the Act;

(b) intangible assets, including the goodwill of the insurer.

Equity securities
9.—(1) A registered insurer shall value an equity security as follows:

(a) where it is listed on a securities exchange, at its market
value; or

(b) where it is not listed on any securities exchange, at its net
realisable value.

(2) In determining the net realisable value of an equity security
which is not listed on a securities exchange, the insurer shall take into
account —

(a) the amount of consideration it would receive by selling the
equity security; and
(b) the net tangible asset value of the equity security.

Debt securities

10.—(1) A registered insurer shall value a debt security as follows:

(a) where it is listed on any securities exchange, at its market
value; or

(b) where it is not listed on any securities exchange, at its net
realisable value.

(2) In determining the net realisable value of a debt security that
is not listed on a securities exchange, the insurer shall take into
account —

(a) the prevailing interest rate;
(b) the likelihood of default by the issuer; and

(c) the cash flows that are expected to arise from the debt
security.



Land and buildings

11.—(1) A registered insurer shall value any land or building at
its estimated market value.

(2) In estimating the market value of any land or building, the
insurer shall take into account —

(a) the last available valuation report made by a qualified
property valuer;

(b) the prevailing market for the land or building; and

(c) any damage or improvement affecting the land or building
from the date of the last available valuation report.

(3) Aninsurer shall obtain a new valuation from a qualified property
valuer —

(a) when the value of the land or building has been substantially
impaired by any event; and

(b) in any event, at least once every 3 years.

Loans

12. A registered insurer shall value loans made to other persons by
aggregating the principal amounts outstanding under all loans less
any provision for doubtful debts.

Cash and deposits

13.—(1) A registered insurer shall value any cash or deposit with
a financial institution, other than a negotiable certificate of deposit,
at the nominal amount of such cash or deposit after deducting any
amount deemed uncollectible from the financial institution.

(2) A registered insurer shall value a negotiable certificate of
deposit at its market value.
Outstanding premiums and agents’ balances

14. A registered insurer shall value the outstanding premiums and
agents’ balances by aggregating the principal amounts outstanding
after deducting any provision for doubtful debts.



Deposits withheld by cedants

15. A registered insurer shall value deposits withheld by cedants
by aggregating the amounts of deposits outstanding after deducting
any amount deemed uncollectible from the cedant.

Reinsurance recoverables

16. A registered insurer shall value reinsurance recoverables by
aggregating the amounts of reinsurance recoverables outstanding
after deducting any provision for doubtful debts.

PART V
VALUATION OF LIABILITIES

Application of this Part

17. This Part applies to the valuation of any liability of an insurance
fund established and maintained under section 17 of the Act.

Valuation of liabilities

18.—(1) Unless otherwise provided for in this Part, a registered
mnsurer shall value any liability of an insurance fund in accordance
with the Accounting Standards and sound actuarial principles.

(2) The Authority may, by notice in writing to a registered insurer,
specify the bases, methodologies and other details of a technical
nature to be complied with in relation to the determination of
liabilities in respect of a policy and in respect of an insurance fund.

Valuation of liabilities of general business

19.—(1) A registered insurer shall calculate the liabilities in respect
of policies of an insurance fund established and maintained under
section 17 of the Act for the general business of the insurer as the sum
of —

(a) premium liabilities, which shall be an amount not less than —
(i) the unearned premium reserves of the fund calculated
as the aggregate of unearned premium reserves for

each policy of the fund determined in the manner
provided in paragraph (5); or



i1) the unexpired risk TCSCrves, calculated as the sum
p
of —

(A) the value of the expected future payments
arising from future events insured under
policies in force as at the valuation date,
including any expense expected to be incurred
in administering the policies and settling
relevant claims; and

(B) any provision for any adverse deviation from
the expected experience, calculated based on
the 75 per cent level of sufficiency,

whichever is the higher; and

(b) claim liabilities, which shall be an amount not less than the
sum of —

(i) the value of the expected future payments in relation
to all claims incurred prior to the valuation date
(other than payments which have fallen due for
payment before the valuation date), whether or not
they have been reported to the insurer, including any
expense expected to be incurred in settling those
claims; and

(i) any provision for any adverse deviation from the
expected experience, calculated based on the 75 per
cent level of sufficiency.

(2) In determining the unexpired risk reserves referred to in
paragraph (1) (a) (ii) and claim liabilities referred to in paragraph
(1) (b), a registered insurer shall —

(a) calculate the amount of unexpired risk reserves and claim
liabilities as the amount net of reinsurance ceded —

(i) by making separate estimates of the gross claims
payments and recoveries from the reinsurance
counterparty; and

(ii) by taking into account the likelihood of default by
the reinsurance counterparty; and

(b) take into account any non-reinsurance recovery such as
salvage and subrogation.
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policy referred to in paragraph (3) (b), for all or part of the partici-
pating policies of the fund such that the sum of the liability in respect
of each policy of the fund equals the value determined in paragraph (6).

Treatment in relation to reinsurance arrangement with head office
and branch

21.—(1) Where a registered insurer incorporated outside
Singapore treats the liabilities in respect of any policy of its insurance
business in Singapore as liabilities of, or part of the liabilities of, the
head office or a branch outside Singapore of the insurer, the insurer
may make a deduction in respect of such liabilities, when valuing such
liabilities, where the following conditions are satisfied:

(a) there is a written arrangement between the head office or
branch outside Singapore and the branch in Singapore,
stating that the insurer treats the liabilities of the insurance
business of the branch in Singapore as liabilities of, or part of
the liabilities of, the head office or branch outside Singapore
of the insurer; and

(b) any release of reinsurance deposit retained by the branch in
Singapore under any such arrangement is to be released only
in accordance with the written arrangement.

(2) Where a registered insurer makes a deduction in accordance
with paragraph (1), the insurer shall —

(a) regard the written arrangement between the branch in
Singapore and the head office or branch outside of Singapore
as a contract of reinsurance of those liabilities; and

(b) the head office or branch outside Singapore shall be treated
as if it were a separate insurer.

PART VI
MISCELLANEOUS PROVISIONS

Surplus account

22.—(1) For the purpose of section 17 (6) (a) of the Act, a direct
insurer registered to carry on life business shall establish and maintain
a surplus account —

(a) by keeping the assets of the surplus account for a participating
fund separate from other assets of the fund; and











































































































































































