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Annexure: A

An example of 13 month persistency calculation
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Objective:

To measure the company's first year persistency.

Definition:

Percentage of contracts, measured by premium, still in force 13 months after they have been issued.

Formula:

inforce/exposure

where

exposure = total annualised premium* of policies issued from 13+x to 24+x months ago, inclusive, taking into account grace period (x)

example:

grace period is 1 month

valuation date is 31 December 2007

exposure shall be total annualised premium of policies sold from November 30, 2005 to November 30, 2006 (as shaded)
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inforce = total annualised premium* of policies in the exposure block that has paid the first modal premium of the 2nd policy year

in particular, given the following premium mode, satisfying the following conditions:

annual mode paid at least 2 premiums

semi-annual mode paid at least 3 premiums

quarterly mode paid at least 5 premiums

monthly mode paid at least 13 premiums

Note:

*annualised premium is calculated using the sum assured as at valuation date (reflecting any increases or decreases in coverage)


For example:

	Month
	Month of Commencement
	Annualized Premium written ( Rs in lacs)


	Month of Commencement + 13 months
	Annualized premium in force with duration ’13 Months’ falling during the period of investigation
	Month of Commencement + 25 months
	Annualized Premium in force at duration ’25 Months’ falling during the period of investigation

	1
	Dec-05
	50.00
	Jan-07
	                 47.50 
	Jan-08
	38.00

	2
	Jan-06
	75.00
	Feb-07
	                 60.00 
	Feb-08
	45.00

	3
	Feb-06
	100.00
	Mar-07
	                 85.00 
	Mar-08
	61.20

	4
	Mar-06
	125.00
	Apr-07
	               102.50 
	Apr-08
	71.75

	5
	Apr-06
	150.00
	May-07
	               118.50 
	May-08
	77.03

	6
	May-06
	175.00
	Jun-07
	               154.00 
	Jun-08
	110.88

	7
	Jun-06
	200.00
	Jul-07
	               172.00 
	Jul-08
	129.00

	8
	Jul-06
	225.00
	Aug-07
	               184.50 
	Aug-08
	129.15

	9
	Aug-06
	250.00
	Sep-07
	               195.00 
	Sep-08
	126.75

	10
	Sep-06
	275.00
	Oct-07
	               206.25 
	Oct-08
	136.13

	11
	Oct-06
	300.00
	Nov-07
	               210.00 
	Nov-08
	134.40

	12
	Nov-06
	325.00
	Dec-07
	               227.50 
	Dec-08
	141.05

	 
	Total
	2250.00
	 
	1762.75
	 
	1200.33


Persistency Calculation

13th Month persistency is 1762.75 / 2250 = 77.80%

25th Month persistency is 1200.33 / 2250 = 53.35%

All policies assumed are annual mode policies.  However, the calculations can be made in this manner for other modes as well. Single Premium policies should be excluded from this calculation.

