
Pursuant to Article 158-ј, item 1), in relation to Article 74, item 5) of the Law on Insurance Supervision – 
consolidated text (Official Gazette of the Republic of Macedonia No. 30/2012), Decision of the Constitutional 
Court No. 202/2011 ("Official Gazette of the Republic of Macedonia” no 45/2012), Decision of the 
Constitutional Court no. 130/2011 (“Official Gazette of the Republic of Macedonia” no. 60/2012), Decision 
of the Constitutional Court no. 122/2011 (“Official Gazette of the Republic of Macedonia” no. 64/2012), 
Decision of the Constitutional Court no. 129/2011 (“Official Gazette of the Republic of Macedonia” no. 
23/2013), , the  Council of Experts of the Insurance Supervision Agency adopted the following 

 

RULEBOOK ON THE MINIMUM STANDARDS FOR CALCULATION OF TECHNICAL 

PROVISIONS 
 

 
GENERAL PROVISIONS  

Article 1 

 
This Rulebook shall prescribe the minimum standards for calculation of technical provisions of insurance 
and reinsurance undertakings (hereinafter: undertaking). 
 

 
DEFINITION OF TERMS  

Article 2 

 
For the purposes of these Rulebook, the following terms shall be used:  

1) Law - Law on Insurance Supervision (Law on Insurance Supervision - consolidated text ("Official 
Gazette" no. 30/2012) Decision of the Constitutional Court no. 202/2011 ("Official Gazette" no. 
45/2012), Decision of the Constitutional Court no. 130/2011 ("Official Gazette" no. 60/2012), 
Decision of the Constitutional Court no. 122/2011 ("Official Gazette" no. 64/2012) and Decision the 
Constitutional Court no. 129/2011 (“Official Gazette" no. 23/2013).   

2) Agency - Insurance Supervision Agency of Republic of Macedonia   
3) Undertaking - the insurance or reinsurance undertaking which has obtained a license for carrying out 

insurance or reinsurance activities by the Agency.   
4) Authorised actuary - person who is licensed to practice as an authorised actuary by the Agency.   
5) Designated authorised actuary - authorised actuary designated by the Undertaking pursuant to 

Article 113, paragraph (1) of the Law.   
6) Recognized actuarial procedures - generally known and recognized actuarial methodologies, 

according to the actuarial profession, standards and practices, and with applicable regulations. Here, 
apart from the quantitative methods and standards, the professional qualitative judgment of the 
actuary, necessary for the proper performance of his/her duties, is equally implied.   

7) The basis for calculating the mathematical provision - tables of probability, interest rates and costs.   
8) Gross written premium - Gross written premium for non-life insurance, or gross written premium 

for life insurance, or gross written premium for the supplemental insurance to the life insurance 
covers in accordance with the Rulebook on chart of accounts for insurance and reinsurance 
undertakings.   

9) Premium ceded to reinsurance and/or coinsurance - portion of the gross written premium ceded to 
reinsurance and/or coinsurance.   

10) Premium received from coinsurance – portion of the gross written premium received from 
coinsurance.   

11) Net written premiums - gross written premium less the portion ceded to reinsurance and/or 
coinsurance.   

12) Gross claims paid - compensation for damages, insured sums, and other agreed upon  
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amounts that the Undertaking has paid or has to pay in regards to liquidated claims during the accrual 
period to insureds or insurance beneficiaries, including the direct claim handling costs.  

13) Gross claims paid – reinsured and/or coinsured portion – portion of the reinsurer and/or coinsurer 
in the gross claims paid.   

14) Annuity claim – claim for which the compensation, insured sum, or contractual amount is paid in 
instalments.   

15) Change in provision – difference between the provision amount at the end of the accrual period and 
the provision amount at the beginning of the accrual period.   

16) Direct claim handling costs - costs that can be connected directly to the processing of claims, such 
as: fees for attorneys, appraisers, doctors, special investigations and the like.   

17) Indirect claim handling costs - costs that cannot be allocated to the processing of a specific claim 
(for example, employee salaries in the claims departments, office running costs, data processing 
costs, and the like).  

 

TECHNICAL PROVISIONS  
Article 3 
 
(1) With regard to the overall insurance activities performed by the Undertaking, it is obliged to set aside 
adequate technical provisions intended for continuous settlement of liabilities under the insurance contracts 
and potential losses due to risks arising from the insurance activities performed thereby.  
 
(2) The Undertaking is obliged to set up the following types of technical provisions:  

1. Provisions for unearned paid premiums  
2. Provisions for bonuses and discounts   
3. Provisions for claims   
4. Other technical provisions  

 
(3) Notwithstanding the provisions in paragraph (2) of this Article, the Undertaking may set aside an 
equalization provisions for those lines of business insurance where based on statistics can be expected to 
have significant deviation in the annual amount of incurred claims.  
 
(4) By way of derogation from paragraph (3) of this Article, the Undertaking is obliged to set aside an 
equalization provision for the line of business insurance referred to in Article 5, paragraph 14) of the Law.  
 
(5) The Undertaking performing life insurance activities, that is to say, insurance activities where savings or 
risk coverage funds for later insurance years, with multi-annual duration, are accumulated, and to which 
probability tables and calculations similar to life insurance are carried out, must set up a mathematical 
provision.    
 
(6) The Undertaking underwriting insurance policies where the investment risk is borne by the insured is 
also obliged to set aside special provision for said insurance policies.  
 
(7) The Undertaking shall be obliged to calculate gross technical provisions and technical provisions net of 
reinsurance and/or coinsurance:  
 At December 31st of the current year (annual calculation), at March 31st, June 30th, and September 30th in 

the current year, at the date of carrying over of the insurance portfolio, and   
 on any day of the year, upon Agency's request or upon prior assessment by the Undertaking.  
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Provisions for unearned paid premiums  
Article 4 
 
(1) Provisions for unearned paid premiums shall be set aside for each insurance contract individually, in the 
the portion of gross written premium that is carried over in the next accrual period commensurate to the 
lapsed insurance period and the remaining period until expiry of the insurance contract.  
 
(2) Minimum standards, methods and rules for calculation of the provisions for unearned paid premiums are 
included in the Appendix to this Rulebook and are its integral part.  
 
(3) In addition to meeting the minimum standards, methods and rules laid down in this Rulebook, the 
Undertaking should provide an estimate of the provisions for unearned paid premiums that is in accordance 
with the recognised actuarial procedures.  
 
Provisions for bonuses and discounts   
Article 5 
 
(1) Provisions for bonuses and discounts are set aside in the amount equal to the amounts that the insureds 
are entitled to receive based on:   

1. the right to share of the profits, as well as other rights arising from the insurance contracts 
(bonuses),  
2. the right to a partial reduction in premiums (discounts), and  
3. the right to a refund of portion of the premium.  

 
(2) The Undertaking should ensure that the estimated provisions for bonuses and discounts are in 
accordance with the recognised actuarial procedures.  

 

Provisions for claims  

Article 6 

 
(1) Claims provisions are set aside in the amount of the estimated liabilities that the Undertaking is obliged 
to settle, based on the insurance contracts where the event insured has occurred until the end of the accrual 
period, irrespective of the whether the event has been reported, including all costs arising from the untimely 
settlement of the Undertaking’s liabilities for completed claims.  
 
(2) Claims provisions, aside from the estimated liabilities for incurred and reported claims, include also the 
estimated liabilities for incurred but not reported claims.  
 
(3) Minimum standards, methods and rules for calculation of the claims provisions are included in the 
Appendix to this Rulebook and are its integral part.  
 
(4) In addition to meeting the minimum standards, methods and rules laid down in this Rulebook, the 
Undertaking should provide an estimate of the claims provisions that is in accordance with the recognised 
actuarial procedures.  
 
Other technical provisions  
Article 7 
 
(1) If needed, the Undertaking shall set aside other technical provisions for planned future liabilities and 
risks against major claims arising from the insurance coverage for liability of pharmaceutical 
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manufacturers, earthquakes, floods, and other liabilities and risks from insurance contracts to which none of 
the provisions referred to in items 1) to 3) of paragraph (1), and paragraphs (2) and (3) of Article 80 of the 
Law apply. 
 
(2) The Undertaking should ensure that the other estimated technical provisions are in accordance with the 
recognised actuarial procedures. 
 
Equalisation provisions  
Article 8 
 
(1) Equalisation provision is set aside for levelling out the uneven occurrences of claims, that is to say, 
levelling out of any technical deficits or above-average annual claims ratio.  
 
(2) Minimum standards, methods and rules for calculation of the equalisation provision are included in the 
Appendix to this Rulebook and are its integral part.  
 
(3) In addition to meeting the minimum standards, methods and rules laid down in this Rulebook, the 
Undertaking should provide an estimate of the equalisation provision that is in accordance with the 
recognised actuarial procedures.  
 
Mathematical provision  

Article 9 

 
(1) Mathematical provision is calculated in the amount of the present value of the estimated future liabilities 
of the Undertaking arising from the insurance contracts, net of the present value of future premiums payable 
based on said contracts.  
 
(2) Mathematical provision shall be calculated for the following contracts:   

a) traditional contracts for life insurance,  
b) contracts for health insurance, and other insurance contracts for lines of business  
insurance for which probability tables and calculations similar to those for life insurance are 
used. 

 
(3) Mathematical provision shall be calculated by using appropriate actuarial estimates and calculations, 
taking into account all future liabilities of the Undertaking arising from the individual insurance contracts, 
including also the following:  

1. guaranteed payments to which the insureds are entitled,   
2. bonuses to which the insured is entitled, individually or collectively with other insureds, 

regardless of the type of said bonuses,   
3. all rights that can be selected by the insured on the basis of insurance contracts,  

and   
4. expenses, including commissions.  

 
(4) Minimum standards, methods and rules for calculation of the mathematical provision are included in the 
Appendix to this Rulebook and are its integral part.  
 
(5) In addition to meeting the minimum standards, methods and rules laid down in this Rulebook, the 
Undertaking should provide an estimate of the mathematical provision that is in accordance with the 
recognised actuarial procedures.  
 

Special provisions for life insurance contracts where the investment risk is borne by the insured 

Article 10 

 
(1) The Undertaking underwriting the life insurance contract where the investment risk is borne by the 
insured is obliged to set up special provisions for benefits insured with the insurance contract that are directly 
related to the value of the investment.  



 
(2) In case of life insurance contract where the investment risk is borne by the insured, and specific sum for 
payment is guaranteed, the Undertaking is obliged to set up mathematical provision to cover the guaranteed 
benefits (for example, covering the risk of death, expenses for performing the business activity, guaranteed 
surrender values, and the like).  
 
(3) Minimum standards, methods and rules for calculating the special provisions for the life insurance 
contracts where the investment risk is borne by the insured, are included in the Appendix to this Rulebook 
and are its integral part.  
 
(4) In addition to meeting the minimum standards, methods and rules laid down in this Rulebook, the 
Undertaking should provide an estimate of the special provision that is in accordance with the recognised 
actuarial procedures.  
 
FINAL PROVISIONS  

Article 11 

 
(1) This Rulebook shall enter into force on the day of its publication in the “Official Gazette of the Republic 
of Macedonia”, and shall become effective as of January 1st,  2014.  
 
(2) Upon entry into force of this Rulebook, the Rulebook on minimum standards for calculation of technical 
provisions ( "Official Gazette" no. 158/2010, 169/2010 and 41/2011) shall cease to apply.  
 
 
 
 
No. 0201‐1258/8. President of the Council of Experts 

 of the Agency 

On 19.12.2013 Dr. Klime Poposki 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



APPENDIX to the Rulebook on the minimum standards for calculation of technical 
provisions 

 

 
1. Minimum standards, methods and rules for calculation of 

provisions for unearned paid premiums 
 

 
1.1. General provisions  

 
1) These rules determine the principles pursuant to which the estimates of gross provisions for 

unearned paid premiums and provisions for unearned paid premiums net of reinsurance and/or 
coinsurance are made.   

2) Provisions for unearned paid premiums net of reinsurance and/or coinsurance are the difference 
between gross provisions for unearned paid premiums from their own insurance portfolio and 
received coinsurance and the provisions for unearned paid premiums ceded to reinsurance and/or 
coinsurance.   

3) Undertaking calculates the gross provisions for unearned paid premiums and the provisions for 
unearned paid premiums net of reinsurance and/or coinsurance for all insurance contracts where 
the insurance coverage lasts after the accrual period, that is to say, for all insurance contracts where 
in case of incurred insured event the Undertaking would pay the claim, that is to say, the sum insured.   

4) Gross provisions for unearned paid premiums, or the provisions for unearned paid premiums net of 
reinsurance and/or coinsurance are calculated by the Undertaking as sum of the gross provisions for 
unearned paid premiums, or of the provisions for unearned paid premiums net of reinsurance and/or 
coinsurance for each insurance contract individually.   

5) Basis for calculation of the gross provisions for unearned paid premiums is the gross written premium 
in all insurance contracts in respect of which the Undertaking carries risk.   

6) Basis for calculation of the provisions for unearned paid premiums ceded to or received from 
reinsurance and/or coinsurance is the ceded or received reinsured or coinsured portions of the gross 
written premium, under the reinsurance and coinsurance contracts.   

7) For composite insurance contracts including several risks against lines of business insurance, the 
Undertaking calculates provisions for unearned paid premiums separately for each risk covered by 
the lines of business insurance.   

8) For non-life insurance contract, where the provisions for unearned paid premiums are insufficient to 
cover:   

a) the expected amount of claims (including direct claim handling costs), and b) the costs not 
incurred until the accrual date, but are included in the   
calculation of the cost of insurance for insurance contracts that are not active after the 

accrual date; the Undertaking shall   
increase the provision for unearned paid premiums for the additional provision for unexpired risks.   

9) For life insurance contracts where mathematical provision is set aside, in specific cases, depending 
on the method for calculating the mathematical provision, it is not necessary to set aside provisions 
for unearned paid premiums. If the method for calculation of the mathematical provision requires 
setting aside provisions for unearned paid premiums, the latter are added to the calculated 
mathematical provision.  

 

 
1.2. Methods for calculation of provisions for unearned paid premiums  

 
1) Individual calculation of the provisions for unearned paid premiums for each insurance contract 
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where the risk is evenly distributed throughout the duration is done using the method "pro rata 
temporis" as per the following formula: 

 

 
where:  
РПП – provisions for unearned premiums,  
ОПП - basis for the calculation of gross provisions for unearned paid premiums, basis for calculation  
of the provisions for unearned paid premiums received from coinsurance, basis for calculation of 
provisions for unearned paid premiums in reinsurance or basis for calculation of provisions for unearned 
paid premiums ceded to coinsurance, depending on the insurance contract,  
t - number of days after the accrual date until the expiry of the insurance contract,  

T - total number of days covered by the insurance contract. 
 

 
2) For insurance contracts where the amount of the insurance coverage (risk) increases or decreases 

linearly for the duration of the contract (insurance for construction or assembly of facilities, liability 
insurance for the construction and assembly contractors, insurance of receivables, and the like), the 
provisions for unearned paid premiums are calculated separately for each contract by using the 
following formula:    

 

 
 

where: 
РПП – provisions for unearned premiums,  
ОПП - basis for the calculation of gross provisions for unearned paid premiums, basis for calculation  
of the provisions for unearned paid premiums received from coinsurance, basis for calculation of 
provisions for unearned paid premiums in reinsurance or basis for calculation of provisions for 
unearned paid premiums ceded to coinsurance, depending on the insurance contract, 
t - number of days after the accrual date until the expiry of the insurance contract,  
T - total number of days covered by the insurance contract,  

ОПП - insurance coverage at the beginning of the insurance,  

ОПК - insurance coverage at the end of insurance. 
 
3) When calculating the provisions for unearned paid premiums when the risk is evenly distributed, that 

is to say, increases or decreases linearly for the duration of the contract, if the Undertakng does not 
have sufficient data to apply the method in item 1) or item 2), it may use other recognized actuarial 
methods. The designated authorized actuary must explain and elaborate all reasons and relevant 
conditions for the use of said methods.  

 
4) In case of non-linear increase or decrease of the insurance coverage for the duration of the contract, 

a method different from the above mentioned should be used for calculation of the provisions for 
unearned paid premiums, accompanied by an explanation of the causes and the underlying 
assumptions of the designated authorized actuary.  

 
5) If the Undertaking does not discern the commission received by the reinsurer on the special account, 

it is required to decrease the provision for unearned paid premiums - reinsured and/or coinsured 
portions for the fees received by the reinsurer. In case of non-life insurance, the term commission 
received by the reinsurer shall mean the agreed commission in the reinsurance contract.  

 
7 



1.3. Methods for calculation of an additional provision for 
unexpired risks 

 
1) The Undertaking shall calculate an additional provision for unexpired risks, gross and net, at least once a 

year as at December 31st of the current year; and amount calculated in this manner shall be added to the 
estimate of the provision for unearned paid premiums made on the last date of each accrual period 
during the calendar year.  

 
2) The Undertaking shall estimate the additional provision for unexpired risks (PHP) by firstly estimating:   

a) the total expected future claims (including the direct claim handling costs), b) the total amount 
of costs calculated within the cost of insurance but not  
incurred until the accrual date   

è then reducing them by the previously estimated provisions for unearned paid premiums, according to 
the following general formula:  

 
РНР = ОИШ + ОИТШ + ОИТ ‐ РПП,  

where:  
ОИШ - expected future claims,  
ОИТШ - expected future direct claim handling costs,  
ОИТ - expected future expenses,  
РПП – provisions for unearned paid premiums 

 

 
3) The estimate of the expected future claims (including the direct claim handling costs), and the expected 

future costs, is made by the Undertaking in accordance with the recognized actuarial procedures, taking 
into account all potential risks in the insurance contracts to which   
å the Undertaking is exposed.  

 
4) When calculating the provisions for unexpired risks, the Undertaking breaks down the risks into groups 

so as to ensure homogeneous portfolios.  
 
5) In case of negative results in item 2), the additional provision for unexpired risks are taken as zero.  
 

 
2. Minimum standards, methods and rules for calculation of claims provisions  

 

 

2.1. General provisions  

 
1) These rules determine the principles pursuant to which the estimates of gross claims provisions and 

claims provisions net of reinsurance and/or coinsurance are made.   
2) The Undertaking estimates the claims provisions for all loss events arising from the contracts in its own 

portfolio and the received coinsurance.   
3) Claims provisions net of reinsurance and/or coinsurance are calculated by the Undertaking as the 

difference between the estimated gross claims provisions and the estimated reinsured and/or coinsured 
portion of the claim as per the reinsurance and/or coinsurance contract. If the contract includes several 
types of risks with different reinsurance and/or coinsurance coverage, the claims provisions net of 
reinsurance and/or coinsurance are calculated by type of risk covered by the contract.  

4) Claims provisions shall include:   
1. Provisions for incurred and reported claims and claims provisions that have been reopened 

until the last day of the accrual period, which would compensate for the claims known by 
the Undertaking until the accrual date,  

2. Provisions for incurred but unreported claims until the last day of the accrual period, and claims 
provisions that will be reopened after the accrual period, which would compensate the future 
claims not known by the Undertaking until the accrual date,   

3. Provisions for costs for claim processing and settlement.  



 
5) Claims provisions are presented at nominal value, that is to say, they are not discounted to present 

value.  
 

6) For insurance contracts where the liabilities for the Undertaking are expressed in foreign currency, 
the Undertaking is obliged to disclose the manner and time of conversion of the foreign currency 
into denars when calculating the claims provisions.  

 
2.2. Methods for calculating gross claims provisions  

 
2.2.1. Provisions for incurred and reported claims  

 
1) The Undertaking shall estimate the expected amount for compensation of each claim individually 

based on the collected documentation. If there is no adequate documentation, opinion of an 
adequate expert shall be used (appraiser, physician, actuary, lawyer, and the like).   

2) For insurance contracts that are paid as annuities, provisions for annuity claims are calculated 
following a recognized actuarial method, as the present value of future annuity liabilities. These 
provisions are calculated individually for each claim by using appropriate mortality tables and an 
interest rate not exceeding 5% annually. This provisions has to be presented separately.   

3) The Undertaking is obliged to calculate provisions for incurred and reported claims, taking into 
account all factors affecting the expected costs arising from liabilities undertaken.  

 

 
2.2.2. Provisions for incurred but not reported claims  

 
1) Provisions for incurred but not reported claims are primarily estimated by the Undertaking by using 

recognized actuarial methods: Statistical methods (for which it is necessary to develop the claims 
into loss triangles) or stochastic methods; through projection of total claims or only through 
projection of provisions for incurred but not reported claims. When using the above mentioned 
methods, the Undertaking must take into account the adequacy and sufficiency of the data.   

2) When estimating the claims provisions, the Undertaking needs to group the claims so as to ensure a 
stable and homogenous portfolio, meaning the a specific group of claims contains claims with similar 
features, such as: Manner and timeframe of occurrence, reporting, settlement and reopening of the 
claims. If the analysis conducted shows that such groups do not contain a sufficient statistical sample, 
the Undertaking may use simplified actuarial methods based on historical experience through which 
the expectations and assumptions of the Undertaking would be presented.   

3) An integral part of the provisions for incurred but not reported claims are provisions for incurred but 
insufficiently reported claims, and the adequate provisions for direct claim processing costs.   

4) The Undertaking should provide documented analyses of the estimation for claims provisions, 
including:   
1.  Documented calculations obtained as per items 2.2.2/ 1) and 2) and their comparison;  
2. Documented analysis of the assumptions contained in the used actuarial methods used of item 

2.2.2./ items 1) and 2), and analysis of whether the data used is adequate, that is to say, indicates 
appropriate fulfilment of those assumptions;   

3. Documented analysis of the causes and impact of any modifications made to the data, in order 
for the obtained to constitute more appropriate basis for application of the method used;   

4. Documented analysis of the Run-off results for the state of claims provisions from previous 
periods, and the impact thereof on the current provisions;   

5. Documented analysis of other qualitative information that were known to the Undertaking, or 
could not have been unknown to it, and have an impact on the estimation of the provisions for 
incurred but not reported claims.  

 

 
2.2.3. Provisions for reopened claims  

 



1) Reopened claims of which the Undertaking is aware until the accrual date may be recorded as new 
ones or development of the existing ones. The Undertaking is obligated to duly apply the recording 
method for these claims, and should disclose it accordingly.   

2) Provisions for reopened claims, that is to say, provisions for claims that will be reopened are most 
often treated as part of the provisions for incurred and reported claims, or of the provisions for 
incurred but not reported claims. Separate analysis is required when the provisions for reopened 
claims, that is to say, provisions for claims to be reopened, represent a significant portion of the 
provisions for incurred and reported claims or incurred but not reported claims; or when there is a 
significant deviation in their occurrence.   

3) The amount of the provisions for claims to be reopened, if not an integral part of the provisions for 
incurred but not reported claims, should be separately estimated.  

 

 
2.2.4. Provisions for claim handling costs  
 

1) Claim handling costs may be direct or indirect.   
2) Provisions for direct claim handling costs may be an integral part of the provisions for incurred and 

reported claims or provisions for incurred but not reported claims, depending on whether the 
statistics used to calculate them contain the direct claim handling costs. If the provisions for direct 
costs are an integral part of the provisions for incurred and reported claims or the provisions for 
incurred but not reported claims, that should be clearly stated. Otherwise, or if they are not fully part 
of the provisions for incurred and reported claims or the provisions for incurred but not reported 
claims, they should be individualy estimated.   

3) The Undertaking separately calculates the provisions for direct claim handling costs are calculated in 
case their amount is significant compared to the claiming amount or their schedule of occurrence is 
different from the time of claim processing and settlemen. These cases may often occur for liability 
insurance.   

4) The amount of provisions for indirect claim handling costs are estimated by the Undertaking on the 
basis of the actual indirect costs associated with the claim handling. If the estimated amount is less 
than:  

 
 
 
 
 
 

then the amount of the provision for indirect claim handling costs is as per formula above, where:  
РБНС - provisions for incurred and reported claims (including the provisions for direct claim 
handling costs),  
ИБНР - provisions for incurred but not reported claims, 
ТШ - estimated indirect costs associated with claims handling,  
БИШ – gross paid (liquidated) claims. 

 

 
3. Minimum standards, methods and rules for 

calculation of the equalisation provision  
 

3.1. General provisions  
 
1) These rules define in more details the standards, criteria and methods for: Calculating the equalisation 

provision; calculating the upper threshold of the liability for setting up this provision; Calculating the 
amount, and the increase and decrease of this provision; the required main data for calculating the 
annual claims ratios and the standard deviations of those results from the average claims ratios for the 
observed period for all types of non-life insurance.  

 
Observed period shall be the period that determines the claims ratio and the standard deviation of the 
annual claims ration relative to the average claims ratio, and must cover at least five years. If the 



deviation of the annual claims ratio relative to the average claims ration in that period is significant, the 
observed period may be longer than 5 years.  

 

Annual claims ratio for the line of business of insurance j in year I (ГКШiј) shall be the quotient of incurred 

claims and earned premium in that year, expressed as a decimal number rounded to four decimal places. 

The calculation of the claims incurred and premium earned is made by the following formulas:  
 

Claims incurred (НШ) shall be:  

 
НШ = БШ – РШ + ПРШ – ПРШР + ПРБ – ПРБР + ПДТР  

where: 
НШ - claims incurred,  
БШ - gross claims paid (including direct claim handling costs),  
РШ - claims paid – reinsured and/or coinsured portion,  
ПРШ - change in gross claims provisions (incurred and reported or incurred but not reported claims, 
including direct and indirect claim handling costs),  
ПРШР - change in claims provisions - reinsured and/or coinsured portion, 
ПРБ - change in gross provisions for bonuses and discounts,  
ПРБР - change in provision for bonuses and discounts – reinsured and/or coinsured portion,  
ПДТР - change in other technical provisions. 

 
Earned Premium (ЗП) shall be: 

 
ЗП = БПП – ППР – ППП + ПППР  

where: 
 

ЗП - earned premium,  
БПП - gross written premium, 
ППР - written premium ceded to reinsurance and/or coinsurance, 
ППП - change in gross provisions for unearned paid premiums (including additional provision for 
unexpired risks) 
ПППР - change in provisions for unearned paid premiums – reinsured and/or coinsured portion (including 

additional provision for unexpired risks) 
 

All of the above mentioned parameters refer to the relevant year within the observed period which is 
subject matter of the analysis. 

 
Notice: The given definition of the annual claims ratio is for the purpose of calculating the equalization 
provision, and should be respectively modified if used for other purposes. 

 
2) Average claims ratio (ПКШ) in the observed period is the arithmetic mean of the annual claims ratios for 

the same period.   
3) Current year is the period between January 1st and December 31st for the year for which the equalisation 

provision is calculated.  
 

 
3.2. Method of calculating the equalization provision 

 
The equalisation provision in terms of the line of business insurance referred to in Article (5), item 14), 
and the other lines of business insurance for which the Undertaking has decided to set aside equalization 
provision shall be calculated according to the following methodology: 

 
1) The equalization provision is calculated on the basis of the standard deviation of the annual claims ratio 

from the average claims ratio in the observed period for each line of business non-life insurance. Basis 
for calculating the equalization provision are the net technical premium from reinsurance and/or 
coinsurance generated in the observed period and the standard deviation.   



2) The Undertaking sets up the equalization provision in accordance with items 7), 8) and 9) of this chapter, 
if the standard deviation is at least 0,05, and annual claims ratio in the observed period is at least once 
greater than 1 (one) for the relevant line of business insurance.   
In case the above mentioned conditions for setting up the equalisation provision are not met, the 
amount of said provision at the end of the accrual period is zero.   

3) The equalization provision shall be calculated as at December 31st of the current year (once per year).   
4) The average claims ration (ПКШ), and the standard deviation (СД) shall be calculated by using the 

following formulas for each class line of business insurance j:  
 

 

 

 
 
 
 
where: 
j – line of business insurance (j = 1,2,3,..... 18)  

n – observed period (i = 1,2,3,.... n), 
ПКШj - average claims ratio for class j in the observed period,  
СД j (КШiј)  - standard deviation of the sample for line of business j, 
ГКШij - annual claims ratio for line of business j in year i. 

 
5) The average claims ratio and the standard deviation are presented as decimal numbers, rounded up to 

four decimal point.  
6) The upper limit of the liability for setting up the equalisation provision:   

1. For insurance of: loans, guarantees, financial losses and other property insurance; is the product of 
the threefold standard deviation, and the corresponding technical premium net of reinsurance 
and/or coinsurance realised in the current year,   

2. For insurance of: Property against fire and other natural disasters, railway vehicles, vessels, aircrafts, 
freight, as well as for general liability insurance and liability insurance for using aircrafts; is the 
product of the twofold standard deviation and the corresponding technical premium net of 
reinsurance and/or coinsurance realised in the current year,   

3. For motor vehicle insurance policies, and motor vehicle liability insurance; is the product of 1½ 
standard deviation and the corresponding technical premium net of reinsurance and/or coinsurance 
realised in the current year,   

4. For insurance: against accidents, vessel liability, legal protection, travel assistance, and health 
insurance; is the product of one standard deviation and the corresponding technical premium net of 
reinsurance and/or coinsurance in the current year.   

7) For each calculation the Undertaking has to increase the value of the equalization provision by 3.5% of 
the upper limit calculated as per the provisions in item 6).   
For each calculation, the Undertaking has to further increase the equalization provision for each line of 
business insurance where the annual claims ratio is lower than the average claims ratio in the observed 
period. In addition the increase of the equalization provision shall be calculated as the product of the 
difference between the average claims ratio and the annual claims ratio in the observed period and the 
corresponding technical premium net of reinsurance and/or coinsurance realized in the current year.   
In case the difference between the average claims ratio and the annual claims ratio in the observed 
period is not higher than 0,07, the additional increase of the equalization provision shall be calculated so 
as the corresponding technical premium net of reinsurance and/or coinsurance realised in the current 
year is multiplied by 0,07.   

8) For each calculation, the Undertaking has to further decrease the equalization provision for each line of 
business insurance where the annual claims ratio is higher than the average claims ratio in the observed 
period for said line of business.   
In addition the increase of the equalization provision shall be calculated as the product of the difference 
between the average claims ratio and the annual claims ratio in the observed period and the 
corresponding technical premium net of reinsurance and/or coinsurance realized in the current year.   



The reduction of the equalisation provision referred to in the previous paragraph shall be done after the 
estimated increase of said equalisation provision as per the provisions in item 7).   

9) If the calculation of the equalization provision results in an amount lower than zero, then the value of the 

equalization provision is zero. If the calculation of the equalization provision results in an amount greater than 

the upper limit calculated in accordance with item 6), then the value of the equalization provision is equal to 

the upper limit calculated in accordance with item 6).  
10) The calculation of the annual and average claims ratios and the standard deviation are presented in the 

form пКШ, which is an integral part of this Rulebook.   
The calculation of the equalization provision shall be declared in the form пЕР, which is an integral part 
of this Rulebook.  

 

 
4. Minimum standards, methods and rules for calculation of the 

mathematical provision 
 

 
4.1. General provisions  

 
1) These rules determine the method for calculating the mathematical provision, the mathematical 

provision – reinsured and/or coinsured portion, the permitted methods, principles, and bases for 
calculation of the mathematical provision.   

2) The mathematical provision net of reinsurance and/or coinsurance shall be calculated as sum of the 
mathematical provision of its own insurance portfolio and the mathematical provision from received 
coinsured portfolio less the mathematical provision ceded for reinsurance and/or coinsurance.   

3) The Undertaking shall be obliged to set up mathematical provision for all insurance contracts where 
savings funds or funds covering the increased risk in the upcoming years of the insurance coverage are 
accumulated.   

4) The mathematical provision should be sufficient so as to enable fulfilment of all reasonably foreseeable 
liabilities arising from the insurance contracts, that is to say, for all insurance contracts to which these 
rules apply.  

 

 
4.2. Principles for calculating the mathematical provision  

 
1) The mathematical provision has to be calculated with sufficiently prudent prospective actuarial 

calculation, as the difference between the present value of all future liabilities defined by the terms and 
the insurance contract for each insurance contract, including:   
1. Guaranteed payments to which the insureds are entitled, as well as the guaranteed surrender values,   
2. Bonuses and profit-sharing to which the insureds are entitled, individually or collectively with other 

insureds, regardless of the type of said bonuses,   
3. All rights that the insured may have as per the terms in the insurance contracts, and   
4. All costs, and commissions with the present value of all future liabilities of the insured/policyholder 

for in each of those insurance contracts.  
2) This sufficiently prudent calculation has to include any increases in the provision due to adverse 

deviations of the relevant factors in the calculation. When determining the basis for calculation, all 
circumstances that may have an impact on data changes and variations have to be taken into 
consideration. The method for calculating the mathematical provision should take into account the 
values of the assets in which it has been invested.   

3) As a rule, the mathematical provision is calculated individually for each insurance contract. Use of 
actuarial calculations homogeneous group of insurance contracts can be used only if the result is 
approximately equal to or greater than the individual calculation.  

4) If there is a guaranteed surrender value, the value of the mathematical provision for the individual 
contract should at any time be at least equal to the guaranteed surrender value at that moment.   

4) If the Undertaking has calculated a negative value of the mathematical provision for any insurance 
contract, then the Undertaking shall present the mathematical provision for said insurance contract as a 



zero value.   
5) In case of an insurance contract with profit-sharing, the calculation of the mathematical provision may 

implicitly take into account take the future profit-shares, according to the current method for profit-
sharing. The basis for calculing the mathematical provision should enable realization of the anticipated 
profit-sharing.   

6) The additions for future costs may be implicit or explicit, but in any case may not be less than the relevant 
reasonably estimated future costs.   

7) The method for calculation of the mathematical provisions may not be subjected to discontinuity from 
year to year due to discretionary change in the methods or the basis for calculating the mathematical 
provision. These requirements do not apply to the interest rate as a result of a change in the market 
interest rate, or for real changes in the assumptions for mortality.   

8) For insurance contracts where the liabilities of the Undertaking are expressed in foreign currency, the 
mathematical provision shall be calculated in the same currency, and expressed in denars as per the 
middle rate of the National Bank of Macedonia on the accrual date.   

9) The Undertaking should enable each insured/insurance beneficiary, that is to say, policyholder to inspect 
the basis and the method used to calculate the mathematical provision, including the provision for profit-
sharing.  

 

4.3. Methods for calculating the mathematical provision in life insurance  
 
1) The mathematical provision shall be calculated using the net prospective method as the difference 

between:   
1. Net present value of all future liabilities of the Undertaking arisingfrom the insurance contracts and 

the insurance terms defined therein, including sums insured and profit-sharing to which the insureds 
are entitled either individually or collectively, irrespective whether the profit-sharing has been 
described, and whether any guarantee has been provided for the profit-sharing amount; and    

2. The present value of the technical premium from all future liabilities of the insureds, that is to say, 
policyholders, arising from the active insurance contracts.   

2) For insurance contracts where the insurance duration is longer than the duration of premium payments, 
the calculation of the mathematical provision should explicitly include the future administrative costs.   

3) For primary life insurance it is allowed to reduce the mathematical provision for the actual unamortized 
acquisition costs (Zillmerisation), where the Zillmerisation rate cannot exceed 3.5% of the contracted 
sum insured, that is to say, the annuity (in both cases, profits are not included). The calculated amount 
of unamortized acquisition costs of the insurance should be presented as an appendix to the financial 
statements and the actuarial reports.   

4) The technical premium used to calculate the mathematical provision, the discounting of unamortized 
acquisition cost of the insurance, and the discounting of all future liabilities, shall be calculated with the 
same basis used for calculation of the mathematical provision.   

5) The technical premium used to calculate the mathematical provision, increased by the permissible 
annual Zillmerisation amount, may in no case be greater than 90% of the gross written premium, 
specified in the insurance contract for the period for which the technical premium has been calculated. 
In case the condition referred to in the previous sentence is not met, 90% of the gross written premium 
is used for calculating the mathematical reserve instead of the technical premium increased by the 
permissible Zillmerisation amount. The gross written premium referred to in the preceding sentences 
does not include the extra allowance to the basic premium, such as allowance for sub-year payments of 
the premium, fixed expenses per policy, and the like.  

6) In case the envisaged future expenses for the existing insurance contracts are higher than the implicitly 
incorporated costs in the calculation of the mathematical provision (the difference between the gross 
written premium and the technical premium used to calculate the mathematical provision increased by 
the permissible Zillmerisation amount), the Undertaking is obliged to set aside an additional provision. 
The amount, as well as assumptions and methods for calculating the additional reserve shall be an 
integral part of the actuarial report, concerning the calculation of the mathematical provision.   

7) For group insurance with individual insurance contracts, the mathematical provision shall be calculated 
according to the actual age of each insured.   

8) The mathematical provision at the date of calculation may be obtained by linear interpolation of the 



mathematical provision calculated at the beginning and at the end of the insurance year where the 
calculation date occurs, for each insurance contract, and shall not be adjusted for advance or late 
payments of the premium at that date. In this case, at the date of calculation of the mathematical 
provision, provisions for unearned paid premiums shall be added. Provisions for unearned paid premiums 
refer to the premium due in the current accrual period and are for the future accrual period, in 
accordance with the pro-rata temporis method referred to in item 1./1.2./1) of this Appendix.   

9) By way of derogation from the preceding paragraphs of this item, the actuary may use other methods 
for calculation of the mathematical provision in accordance with principles referred to in item 4./4.2. of 
this Appendix. The method used, the types of contracts, all important features for calculating the 
mathematical provision, and the reasons for using the method shall be part of the actuarial report.  

 
4.4. Probability Tables  

 
1) The choice of probability tables to be applied in the calculation of the mathematical provision (such as 

mortality tables, morbidity tables, marital status tables, tables of insurance lapses, and the like) should 
be prudent. The calculation should take into account all relevant trends as per the experience of the 
Undertaking and the insurance industry as a whole, the expected trends, planned policy of taking 
insurance and all other expected changes that can have a significant impact on the calculation results.   

2) For insurance contracts where the assumption for reduced mortality increases the mathematical 
provision, when determining mortality in the calculation of the mathematical provision, appropriate 
adjustments to the future mortality reductions should be applied. For life insurance contracts covering 
the risk against death and health insurance, when determining the death and disease probabilities need 
take into account the possible risk changes due to already known diseases, whose impact is not evident 
in the existing probability tables.   

3) The choice of probability tables for calculation of the mathematical provision shall be based on 
recognized actuarial procedures. The probability tables that have been used should be disclosed in the 
actuarial report.  

 
4.5. Interest rate  

 

1) The choice of the interest rate used for calculation of the mathematical provision must be determined 
prudently, and should ensure payment of the sum insured to the insureds. When choosing the interest 
rate, the security of the deposited and invested funds from the mathematical provision, and the amount 
of yield thereof should be taken into account. 

2) The interest rate used for calculation of the mathematical provision must not be higher than the average 
yield of the Undertaking generated by investing the funds covering the mathematical provision, in the 
previous three years.  

3) The Agency will reduce the interest rate in case of a significant drop in the market yields of government 
securities and will determine the highest interest rate for the upcoming period.  

 

 
5. Methods for calculating the mathematical provision in life insurance where the investment   

risk is borne by the insured 

 
1) For life insurance where the investment risk is borne by the insured, the mathematical provision shall 

be calculated so as to cover the death risk, the cost of performing the activity, the other risks arising 
from guaranteed payments related to maturity, the guaranteed surrender values or the like. The 
general provisions, principles and methods for calculation of the mathematical provision for life 
insurance contracts, where the investment risk is borne by the insured, shall be fully and respectively 
apply to the calculation of said mathematical provision.   

2) For life insurance where the investment risk is borne by the insured, aside from the above 
mathematical provision, special provision is set up for payment of the agreed contracted sum directly 
related to the value of the investment.   

3) When the payment of the sum insured in the insurance contract is unit-linked to the investment fund 
or is linked to the value of assets part of the Investment Fund, the special provision should be 



presented approximately to the value of said units or assets’ value.   
4) When the payment of the sum insured in the insurance contract is directly linked to the index of 

shares or some other reference value, special provision for these payments should be presented 
approximately to the value of said units representing the reference value.   

5) The amount of the special provision referred to in items 3) and 4) shall be calculated as the product 
of:  
1. The number of units allocated to the insurance contract, and   
2. The corresponding value of the unit or, if the units are not determined, the value of the measure 

stated in the contract as equivalent to the unit value at the evaluation date.   
6) For life insurance where the investment risk is borne by the insured, it is not allowed to reduce the 

special provision by the actual unamortized acquisition costs.  
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Annual average claims ratios and standard deviation 

Form пКШ 
 

  
 

          

       Average  
 

  Annual claims ratio (ГКШij) for year i. claims ratio  
 

Ser. 
      for the Standard 

 

Line of business insurance (j) 
     observed 

Deviation 
 

. 
     

period 
 

       
 

  n-4 n-3 n-2 n-1 n 
ПКШ j СД j ( ГКШ ij ) 

 

       
 

         
 

  1 2 3 4 5 6 7 
  

01 Insurance against accidents - accidents  
02 Health insurance 

 
03 Motor vehicle insurance (CASCO) 

 
04 Railway vehicle insurance (CASCO)  
05 Aircraft insurance (CASCO)  
06 Vessel insurance (CASCO)  
07 Cargo insurance  
08 Property insurance against fire and natural disasters  
9 Other property insurance  

 
10 Motor liability insurance  

 
11 Aircraft liability insurance  

 
12 Vessel liability insurance  

 
13 General liability insurance  

 
14 Credit insurance  

 
15 Insurance backed guarantees  

 
16 Insurance against financial losses  

 
17 Legal aid insurance  

 
18 Travel assistance insurance   

Notice: In this form of annual claims ratios, the annual claim ratio for the current year is added each subsequent year, and when the five-year observed period lapses, the oldest annual claim 

ratio is removed.  
Then the average claims ratio (column 6) and the standard deviation (column 7) are calculated for the observed period.  
If the technical premium earned in a year is equal to zero (0), then the annual claims ratio for said year shall be zero (0). 
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Form пЕР  

Calculation of the equalization reserve  

Ser. 
. 

Line of business insurance (j) 

Technical 
premium net 

of 
reinsurance 
and/or co-

insurance for 
the current 

year 

Standard 
Deviation 

СД j (ГКШij) 

Number 
of 

standard 
deviation 

 

Upper limit of the 
liability for 

setting up the 
equalization 

provision 

Average claims 
ratio for the 

observed period 

ПКШј 

Annual claims 
ratio for 

current year 

ГКШ 

Status of the 
equalisation 

provision at the 
beginning of the 

current year 

Increase of the 
provision 

Further 
increase of the 

provision 

Decrease 
of the 

provision 

Status of the 
provisions at the 
end of the current 

year 

 

 

 

 

 

 

 

 

 

 

 

  1 2  3 4 =1x2x3 5 6 7 8=0,035*4 9 10 11=7+8+9-10 
 

01 Insurance against accidents - accidents    1        0 
 

02 Health insurance    1        0 
 

03 Motor vehicle insurance (CASCO)    1,5        0 
 

04 Railway vehicle insurance (CASCO)    2        0 
 

05 Aircraft insurance (CASCO)    2        0 
 

06 Vessel insurance (CASCO)    2        0 
 

07 Cargo insurance    2        0 
 

08 Property insurance against fire and natural disasters    2        0 
 

09 Other property insurance    3        0 
 

10 Motor liability insurance    1,5        0 
 

11 Aircraft liability insurance    2        0 
 

12 Vessel liability insurance    1        0 
 

13 General liability Insurance    2        0 
 

14 Credit insurance    3        0 
 

15 Insurance backed guarantees    3        0 
 

16 Insurance against financial losses    3        0 
 

17 Legal aid insurance    1        0 
 

18 Travel assistance insurance    1        0 
 

 Total 0 xxx  xxx xxx xxx xxx 0 xxx xxx xxx 0 
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