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The objectives of this paper are :-

-~ To discuss the various bases and methods for
recognising claims and the unearned premium reserves.
The practical difficulties in accounting for the two
will also be argued upon.

- To analyse the performances of premiums and claims
in the general insurance business.

- To highlight the current investment policies and
practices in the general insurance industry.

-~ To state on the solvency requirement for insurance

companies as stipulated by the Insurance Act.

"Accounting”, according to the "Accounting Terms
Dictionary" is the process of identifying, measuring and
communicating economic information about an entity to
permit informed judgements and decision by user of the

information.

"Ppoplicies" are the principles in which any measure or

cost of action is based.

"Accounting Policies" are those specific accounting
bases selected and consistently followed by a business
enterprise as being, in the opinion of the management,
appropriate to its circumstances and best suited to

present fairly its results and financial position.

"A Tool To Ensure" is a way to secure something.



"Solvency" can be defined as being finmancially able to

pay all debts.

"General Insurance Business" are companies in the
insurance industry than conduct business other than life

insurance.

From the definitions above it can be summarised that
"Insurance Policies as a tool to ensure solvency in the
general insurance business", is actually how the
application of the normal accounting policies assist in
securing the 1liquidity position of the non—-1life
insurers.

o

The insurance industry differs from‘ptﬁéPa manufacturing
concerns in the aspect where it5‘§;r§§}§;; contracted a
long time before the inSU(gfg\ikat is the insurance
company, can quantifyﬁitg pCost Of Production" (i.e.
claims) . If compﬁféé. to other businesses, a larger
degree of estimation must be employed to calculate the
expected cost of claims. In order to set prices for

their products (premiums) the insurer also needs to

estimate its cost of production.

Liabilities for general insurers are composed of the
unearned premium reserves and the claims reserves. It is
very significant for insurers to properly account for
those 1liabilities as their financial responsibility
arises as a result of being accountable to the

policyholders and shareholders investments.



