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Disclaimer 
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This presentation is intended for educational purposes only and do 
not replace independent professional judgment. Statements of fact 
and opinions expressed are those of the presenter individually and, 

unless expressly stated to the contrary, are not the opinion or 
position of the institution where the presenter is working for, the 

Society of Actuaries of Indonesia, its cosponsors, or its committees. 
The Society of Actuaries of Indonesia does not endorse or approve, 

and assumes no responsibility for the content, accuracy or 
completeness of the information presented.  

 



Agenda 
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▰ Background 

▰ Assets & Liabilities 

▰ Methodology 

▰ Par Fund Management 

▰ Q&A 



BACKGROUND 
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POJK No. 71/POJK.05/2016 
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Chapter VII 

Separation of Assets and Liabilities 

Article 42 

(1) Assets and Liabilities related to the rights of the policyholder or the insured shall 

be separated from the other assets and liabilities of the Company. 

(2) The separation of assets and liabilities as referred to in paragraph (1) consists of 

Insurance Fund and Company funds. 

(3) The separation of assets and liabilities as referred in paragraph (2) must be 

disclosed in Company’s financial statement. 

(4) Provisions regarding the disclosure of the separation of assets and liabilities in the 

Company's financial statements as referred to in paragraph (3) are regulated in the 

OJK circular letter. 



POJK No. 71/POJK.05/2016 
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Article 43 

(1) The company must maintain Admitted Assets in the Insurance Fund with a value 

of at least equal to the Liability of the Insurance Fund. Insurance. 

(2) The liability of the Insurance Fund as referred to in paragraph (1) consists of 

technical reserves, claims payable, co-insurance debt, reinsurance debt, and other 

liabilities to policyholders or the insured. 

No detailed guidelines have been provided by the regulator 



Why Fund 

Segregation? 
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Secure the rights of Policy 

holders/ insured 

Ease monitoring 

Asset Liability Matching 

Different SAA for different 

fund 

Part of Risk Management 

Par business has different 

nature 

SAA = Strategic Asset Allocation 



Assets & Liabilities 
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2 



9 



Assets 
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Composition 

 By instrument 

 By currency 

 Unit Link/ 

Traditional 

 Sharia 

Bonds duration 

Stocks by sector 

Mutual funds 

Statutory funds 

Non investment 

assets 

• Cash 

• Premium receivables 

• Investment income 

receivables 

• Reinsurance assets 

• Reinsurance claim 

receivables 

• Policy loans 

• Etc.  
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UL Non-UL

IDR Denominated
Government Bonds x,xxx x,xxx

Corporate Bonds x,xxx x,xxx

Shares x,xxx x,xxx

Mutual Funds x,xxx x,xxx

Time Deposits x,xxx x,xxx

Statutory Funds x,xxx x,xxx

Direct Placement x,xxx x,xxx

Sub Total x,xxx x,xxx

USD Denominated
Government Bonds x,xxx x,xxx

Corporate Bonds x,xxx x,xxx

Shares x,xxx x,xxx

Mutual Funds x,xxx x,xxx

Time Deposits x,xxx x,xxx

Statutory Funds x,xxx x,xxx

Direct Placement x,xxx x,xxx

Sub Total x,xxx x,xxx

Grand Total x,xxx x,xxx x,xxx x,xxx

Conventional
Sharia TotalAssets

Assets 



Liabilities 
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Composition 

 Unit Link 

 Traditional 

 Other 

By Currency 

Par and Non Par 

By Product type 

 

• Claim reserves 

• Claim payables 

• Due to reinsurers 

• Due to commission 

• Tax payable 

• Accrued expenses 

• Other liabilities 
• Endowment / Whole life 

• YRT 

• Group (Life, Medical, PA) 

• Credit life 

• Specific assets backed up liabilities 

• Etc. 



Liabilities 



Methodology 
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Methods of Asset Segregation 
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• No extra cost 

• Less hassle 

• Difficult to trace 

transaction 

• Can’t apply 

different SAA 

• Easy to monitor 

• More appropriate 

ALM 

• Need some effort 

• May incur 

additional cost 

• Not efficient for 

small fund size 



Overall Approach 
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1. Build the structure of individual funds based on the nature of 

products and  mix of liabilities.  

Total Liabilities 

Policy Holder’s Fund 

Other 

Liabilities 

Sharia 

IDR USD IDR USD 

Subsidiaries 

Life Insurance Liabilities 

Par Non Par 

IDR USD IDR USD 

NUL*) NUL UL**) NUL UL NUL 

Shareholders 

Fund 

IDR USD 

Legend: 

Segregation required 

No Segregation required 

(already ring fenced) 
*) Non Unit Link   **) Unit Link 

Diagram above is for illustrative purpose only 



Overall Approach (cont.) 
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2. Allocate all products into their respective segregated funds (as 

referred in #1). 

3. Determine the value of policy holders liabilities in each fund. 

4. Allocate other liabilities other than policy holders liabilities to each 

segregated fund based on their association with individual 

products. Other approach can be used for practical reason. 

5. Allocate all assets to each segregated fund. 



Fund Calculation Approaches 
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RETROSPECTIVE PROSPECTIVE 

• Computation of Asset Share 

for each product type. 

• Use actual historical data 

• Gross premium valuation 

• Use best estimate 

assumptions + MfAD 

• Include future bonuses 

• Need to dig-out historical 

data 

• More accurate to determine 

fund value 

• Data already available 

• Ignore historical data 

• All variances in assumption 

(historically) are assumed to 

be absorbed by company 



Asset Split Approaches 
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Asset Class Approach 1 Proportionate Approach 2 Combination 1 & 2 3 

Bonds 

Shares 

Mutual 

Funds 

Others 

Non Par 

Par 

Share 

Holder 

Assets Liabilities 

Bonds 

Shares 

Mutual 

Funds 

Others 

Non Par 

Par 

Share 

Holder 

Assets Liabilities 

a% 

b% 

c% 

• Some individual 

assets are 

allocated 

entirely in 

particular fund 

• Other assets 

are allocated 

proportionally  

Above graphics are only for illustrative purpose only. 



Considerations 
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Assets allocation to each Fund should based on following considerations: 

1. Assets >= Liabilities 

2. Assets allocation is driven by liability (e.g. currency, duration) 

3. Assets allocation should reflect the original intension at purchase 

4. Assets are allocated such that there is no unintended bias towards any 

fund in terms of the riskiness of the assets such as counter-party risk, 

industry sector of the security issuers, risk ratings and risk profile of the 

invested fund (aggressive/moderate/conservative). 

5. Non investment assets also need to be split at a product level and 

allocated accordingly. 



Considerations (cont.) 
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6. Maintain a reasonable duration gap between assets and liabilities in 

each individual fund. 

7. Perform a sensitivity test or stress test both on liabilities and assets in 

order to obtain a higher confidence level on the sufficiency of assets to 

cover liabilities in each fund (e.g. mortality, lapse, valuation interest 

rates, asset value). 

 



Flowchart 

Start 
Build fund 

structure  

Allocate products 

to funds 

Determine liability 

value for each fund 

Allocate Assets into 

each fund 

Duration Gap 
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OK? Stress Test 
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Par Fund Management 
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4 



Participating Business in Asia 
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Source:  

Milliman Research 

Report “Participating 

Business in Asia” 2016 

Edition 



Participating Business in Asia 
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Source:  

Milliman Research 

Report “Participating 

Business in Asia” 2016 

Edition 



Participating Business in Asia 
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Source:  

Milliman Research 

Report “Participating 

Business in Asia” 2016 

Edition 



Participating Business in Asia 
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Source:  

Milliman Research 

Report “Participating 

Business in Asia” 2016 

Edition 

PRE = Policyholders’ Reasonable Expectation 



Surplus Distribution 
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Summarized from:  

Milliman Research Report “Participating 

Business in Asia” 2016 Edition 



What’s Next? 

29 

 Bonus Philosophy 

 Illustration review [2 or 3 scenarios] 

 Internal Governance Framework 

 Strategic Asset Allocation for Each Fund 

 Risk Management Policy 

 



“ Risk comes from not 

knowing what you are 

doing. 
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” 
Warren Buffett 
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THANKS! 
Any questions? 

You can find me at 

Tju.Cunardi@avrist.com 

cunardi@yahoo.com 
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