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Circular Letter No.:
5-ZOl'l

Date : lJanuary3l,2OlL

TO ALL INSURANCE COMPANIES, MUTUAL BENEFIT
ASSOCIATIONS AND COOPERATTVE INSURANCE
SOCIETITS DOING BUSINESS AND OPERATING IN
THE PHILIPPINES

PERFORI}IANCE STANDARDS FOR MICROINSURANCESU&'ECT

WHEREAS, on January 29, 2O'1.O, the Insurance Commission, in collaboration
with other government agencies and private sector entities, launched the
Regulatory Framework for Microinsurance speciffing the details for the
establishment of an appropriate policy and regulatory environment that will
facilitate the increased participation of the private sector in the delivery of
microinsurance products and services;

WHEREAS, in line with the Regulatory Framework, the Insurance Commission
issued Insurance Memorandum Circular No. O1-2O10 that provides for, among
others, the establishment of a set of performance standards on which
insurance companies, cooperative insurance societies and mutual benefit
associations providing microinsurance products and senzices (hereinafter
collectively referred to as microinsurance entities) shall be evaluated and
monitored;

WHEREAS, the set of performance standards shall cover the areas of solvency
and stability, efficiency, governa.nce, understanding of the product by the client,
risk-based capital, outreach, and such other areas deemed by the Insurance
Commission to be critical to the continuing viability, growth, and development
of the microinsurance industry; and

WHEREAS, the set of performance standards is necessary for the Commission,
the management of microinsurance entities and other interested parties to
determine whether the operations in the delivery of microinsurance products
and services (as defined under IMC No. OL-2O10) by microinsurance entities are
being conducted in a viable and sustainable manner;
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NOW, THEREFORE, pursuant to the authoribr vested to tf.e Commissioner
under Section 4L4 of the Insurance Code, as amended, the following are hereby
promulgated:

1. The Performance Standards for Microinsurance (attached hereto as
Annex 1 and made an integral part of this Circular) are hereby adopted
as the Microinsurance industry benchmarks in assessing and evaluating
the operations of all microinsurance providers beginning calendar year
2OLL.

2. The Performance Standards shall specifically apply to entities providing
microinsurance products

3. Relevant information reflected in the Annual Statements and audited
financial statements of insurance companies, cooperative insurance
societies and mutual benefit associations shall be used as basis in the
computation of the ratios and indicators embodied in the Performance
Standards.

4. Microinsurance entities shall submit to the Commission on or before
April 30, 2Ol2 and every year thereafter the resulting indicators covering
their previous year's operations by using the set of performance
Standards and the corresponding Annual Statements.

5. In the interest of the general public and for increased transparency, the
Insurance commission reseryes the right to use the results of the
evaluation using the Performance Standards in coming up with a status
report on the microinsurance indtrstry as a whole without necessarily
divulging any conlidential information submitted by each reporting
microinsurance entity.

6. The Insurance Commission shall use the Performance Standards to
identiff as early as possible entities whose financial conditions and/or
performance on microinsurance operations are concerrrs and if
warranted, recommend appropriate remedial measures.

7. The Performance Standards shall be subject to review at least once in
every three (3) years in collaboration with concerned stakeholders.

The Insurance Commission may issue such other guidelines as it may deem
necessary to enforce the provisions of this Circular.

All rules, regulations and issuances inconsistent with this circular are hereby
deemed amended, modified or repealed.

This Circular takes effect immediately.
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Annex 1
Performance Staadards for

Mlcrolnsurance ln the Phtllpptnes

1. The Performaace Standards for Mlcrolnsurancel

The indicators are divided into the following categories: Solvency and Stability;
Efficiency; Governance, understanding of tfie product by the client, Risk Based
Capital, and Outreach (SEGURO). Indicators under Solvency and Stabilit5r, and
Risk-Based capital shall apply to the provider's total operations while
indicators under Efficiency, Governance, Understanding of the Product and
Outreach shall apply to the provider's microinsurance operations only. The
specific indicators are discussed below:

l.l.Solvency and Stability - Indicators under this category measure
the degree of safegr, soundness and strength of the
microinsurance provider.

1"1.1. Margla of Solvency Ratio - This determines the ability of the
provider to cover ali its liabilities including claims of clients after
satisffing its Margin of Solvency (MOS) Reguirement.

Margln of Soloencg (tuIOS,) Ratlo = Total
AaalLable Assets / Total Ltablllttes

W?e,re:

Total Aaallable Assets = Total Admitted Assets -
Fluctuation Reserue - Reualuation Reserue -
Minimum MO S Require me nt

Mlnlmum MOS Requlrement is:

For MBAs:

Mlnlmum MOS Requlrement = Minimum
Guarantg Rmd Requirement, or 0.001 (Total
Insurance In Force - Aggregate Reserue),
whicLrcuer is higtrcr

t The indicators and standards took into consideration the Performance Standards for
Micro insurance that were developed by the GGAP and lAls working Group on
Microinsurance Performance Standards.
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?or L{e:

Mlnlmum MOS Requlrement = lTotal
Amount of Insurance In Force -Total Insured
Amount of Term Insurane) x O.002 OR Php
5O0,OOO uthicheuer is higLrcr

For Non-Llfe:

Mlnlmum MOS Requlrement = Net
Premiums Written Prior Year x 10o/o OR Php
SOO,OOO whicheuer is hig?er

7.1.2. Liqutdlty Ratlo -- This determines the ability of the
microinsurance provider to pay claims and meet current
obligations. Any insurance provider should have sufficient
cash or cash equivalent in the short term to meet
these obligations.

Ltqutdt@ Ratlo = Current Assets/Cutrent Ltabilltles

Wlrcre:

Atn'eit assets includ.e casfu stwrt-term inuestments
artd receiuables maturing within one Aear.

Cutrent llohlltttes include claims, resen)es, taxes, and
other liabilities due or uithin one

1.1.3. LeverageRatlo -This measures the extent to which the
Members' Equity or Networth is able to finance and cover the
total liabilities of the microinsurance provider should any
untoward events occur.

?or Llte and. Non-Llfe:

Laterage Ratlo = Total Ltablllttes /
Netutorah

For MBAs:

Lawage Ratlo = Total Ltoblltttes /
Memhers'Equttg

Wlrcre: Member's fuuitg is defined as th.e
difference between ttrc Total Admitted Assets and
the Total Liabilities
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l.2.Efficiency - Indicators under this category determine the ability of
the mjlcrolnsurance Duslness to generate sufficient earnings to
cover the expenses and claims incurred. These include a ratio
that determines how fast claims of clients are paid.

L.2.1.. Undelrritlag Costs Ratlo - This indicates if the gross
premiums of the microinsurance business are able to cover
direct expenses (i.e. all expenses related to underwriting)
related to the issuance of microinsurance contracts.

Dor No?-Llfe:

Underunlting Costs Ratlo = llndenurtttng Costs/

Where:

Undenorlthtg costs are experlses directlg related to the
underutriting of the microinsurance business
(transactional and incremental expenses) such as
commissions and other underutiting expenses.

Giross premlum,s refers to ttrc direct microinsurance
business premiunts, net of cancellations

For Llfe:-

Underuntttng Costs Rqtlo = Undetttrltbtg
Costs/Gross Premlum,s

Wh.ere:

Underutrlttrtg Cosfs. = are expenses directlg related to
ttrc underutriting of the microinsurance business such as
commissions and oth.er selling expenses + transactional
taxes (excluding income tox) + other incremental or
tr ans actio nal e xp e rs e s

Giross premlums refer to the direct microinsurance
business premium,s, net of mncellations

t-_l
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L.2.2. Operadng Expense Ratlo - This shows the portion of gross
premiums needed or required to cover the microinsurance
provider's operating expenses.

L.2.3. Clalms or Ioss Ratlo - This indicates the proportion of the
premium that goes to the benefits that were paid to the
insured. It also indicates the value of microinsurance to the
insured as it measures the average proportion of premium that
is returned to the insured in the form of benefits.

Far llfe:

Clalm,s Ratlo = Death Clo;lms Peglnnlna Resentes +
Giross Premlumsl

Wlrcre:

Ghoss clalms = All benefit claimsfrom direct
micr oinsu ran ce bu sine s s

@oss premlum"s = direct microinsurance business
premiums

For non-lte:

Loss Ratlo = Iosses Inctned, / Premlums Eanted.

For Llte and. Non-Llfe

Aperadng Expen"se Ratlo = operatlng expenses/gross
prendum.s

Wh.ere operating expenses are all otlrcr expenses
not included in the direct expenses

For frIBAs

Operatlng Expense Ratlo = operatlng etqtenses/gross
contr'lbudotts

Wlrcre:
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.Losses inanrred from microirsurance business = Iosses
paid during the gear + outstandlng losses current Aear -
outstanding losses preuious Aear

Outstanding losses include inctured but not reported
4BNR) 

',

Premiums earned from microinsurance business = grross
premiums net of cancellations + assumed - ceded -
chnnge in reserues

For MBAs:

Clrl;lns Ratlo = Death Clatns/{25o/o(Baslc
eonfl'{,bttl:ilott s) + 8Oo/"(optlonal contrlhfilons) +

Beglnnlng Reseru*tor Permanent Ltte Plo;ns)

7.2.4. Tlme to pay-out for microinsurance claims- This shows how
long it takes for a client to receive pa5rment from the
microinsurance provider after the submission of the complete
set of required claims documents. A short time to pay-out
indicates good service and good value of insurance to the
client.

Tlmc to pag-out ratlo tor mlcrolttsu?ance clalm,s =
No. of Clalns Patd, uttthtn 70 worldng ddgs/Total No.
of Clalm.s

A Sctrcdule indicating date of pagment claims and date of
receipt of complete set of required claims documents are
prouided in tlrc Annual Statement

1.3. Governance - This determines if tl:e conduct of the
microinsurance business cornplies with the principles of good
goverrrance. In compliance to the existing IC Corporate
Governance Principles and Leading Practices, entities engaged in
microinsurance shall a-lso be required to answer the questions
provided for in Attachment 2. These questions shall be in addition
to those provided under the Corporate Governance Scorecard
under Circular Letters Nos. 21 - 2OO9 and 1 - 2OlO.

l..4.Understanding the Value of Microinsurance Product by the Client
- This comprises a set of indicators that determines clients'
understanding of the product and services provided by the
microinsurance provider. Client's understanding is indicated by
their perception of the value of the microinsurance product.

tl
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1.4.1. Renewal Ratio - This indicates how
microinsurance clients are satislied
with the insurance provider and its
microinsurance products.

L.4.2. Claims ReJection Ratlo - This indicates the proportion
of microinsurance claims rejected by the insurance
provider to the total number of microinsurance claims
filed by the clients. This may indicate how well the
insured understands the product.

1.5. Risk-Based Capital Ratio This indicator determines the
sufficiency of the insurer's capital to support the degree of risks
associated with the entit5r's operations and investments. RBC
requirement is the minimum amount of capital that the regulatory
authorities feel is necessary to support the insurance operations
and the risks faced by the provider. Risk-Based Capital
Requirement for each of the insurance providers shall be
computed in accordance with pertinent prevailing circulars of the
Insurance Commission.

L.6. Outreach -lndicators under this category determine the extent of
the microinsurance business.

Reneutal P.atlo = Nutnber of TnJoree pollcles and
eertlficates, cunent gear j loiotber of ln-force trtollcles I

and, ceftlficates, preulous geat + numher oJ neut poltcles 
I

and eeftLfi,cates durlng th.e geor - number of poltctes ild 
I

certlflcatus tertnlnated. durlng the gearl 
I

Note: An ad.ditional Exhibit for Ltfe, Non-Life and MBAs to 
I

generate needed informotion is included in the Annual 
IStatement. I

Clalms ReJectlon Ratlo = No. ol Clalms denled/ No. ot
all clo;lnstiled,

Note: TLrc datafor the numerator and the denominator
should come fromthe same period.
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2.

1.6.1. Growth ln the number of mlcrolnsurance cllents

(iloutth ln tle number of mlcrolnsttr:a,nce cllents = (No. of
mlcroinsu?dnce pollcles and certlJlcates ctntent gear/ no. ot
mlcrolnsu?ance pollcles and. cerAlffcates, preulous gear) - 7

Note: Microinsurance indiuidual policies slnll be used as basis for
ttrc number of clients. In the case of group policies, the number of
certificates issued stmll be used.

1.6.2. Growth in the volume of mlcrolnsurance buslness

Data to be used for the.Performance Standards

The data and information submitted to the Insurance Commission using
the revised Annual Statements for Life Insurance Companies, Non-life
Insurance Companies and Mutual Benefit Associations shall be used in
computing for the Performance Standards for Microinsurance
Operations. In this regard, the Exhibit pertaining to non-admitted assets
shall be properly filled out in the Annual Statements in accordance with
the provisions of the Insurance Code.

@owthlntheaolumeotmlcrolttsu"ancebuslness = 
|

(Anownt,ofmlcrolnsuraneepretmlumscollectsd.rcurrent 
i

gear / Amoumt of trdcralnsurance prendums collected, 
Iprevlousgear)- 7 
I

Note: Premiums refer to direct microinsurance premiums collected 
I

bg ttrc insurance prouider. 
I
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Attachment 2

Checkllst for Mlcrolnsurance Govemance

Har" you complt"d wtth all the evatuatlon requlrements

ln the prevlous year/s concemlng Corporate Govemance

Prlnclples and Leadlng Practlces?

For MBAs and cooperatlve lnsurance entltles organlzed ln

compllance wlth the provlslons of IC{DA'SEC Jolnt

Memorandum Clrculars:

Were the funds collected from entities engaged in

informal insurance activities transferred to the

new entlty as funds collectlvely owned by

members?

Compllance to CorTorate
Govemance PrlnclPles and Leadlng

Practlces

l.Falr and equltable treatment of

stakeholderc PartlcularlY of
memberc/pollcy holderc

For atl entftles engaged ln Mlcrolnsurance

Does the company/entity provlde lnformatlon and

education program for its Ml clients highlighting

the roles and responsibilities of both provider and

clients?

tt. ne rote otthe stakeholders

Does the company provlde appropriate disclosure

and transparent lnformatlon on its obllgatlons to

Ml clients?

ln the case of bundled products, does the

company require its partner Ml agents (MFls) to

disclose to lts cllents the issuing lnsurance

company that ls prlncipally accountable to them?

ln the case of MBAs and cooperatlve lnsurance entltles:

ls there approprlate disclosure on the salarles and

remuneration ofthe board and the management

to the member-owners?

ls there a disclosure to the members and lC of the

pre'operating expenses that have been approved

bYthe Board?

Have the majortty of the board attended at least

16 hours of relevant trainlng on insurance

operations and fi nancial management?

For all entltles engaged ln Mlcrolnsurancelll. Dlsclosure and transParencY

NOTE: The mlcrolnSUrance provlder gets 2 polnts for every "yes" an$f,er and 0 for every "non ansrer to all appllcable guestlons'

The totat potnts earned ar" ih"n ,ur-r"d up and ls dlvlded by the sum of the requlred no' of potnts for all of the appllcable

questlons.
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