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This abstract summarises the DAV professional standard of practice „Kopfschadenfinanzier-

ung“ which underwent the DAV Due Process for the Adoption of Professional Standards of 

Practice and was approved by the DAV Executive Board on 23 June 2020. The complete 

publication (in German language) is available here. 

 

Claims amount per capita financing 

 

Claims amount per capita financing (capcf) is a sort of limitation. It is implemented to com-

pensate the risks of comparable tariffs so that there is no negative financial impact on the 

admitting portfolio after a reclassification (i.e. change of tariff). Capcf is defined as the fi-

nancing of a part of the calculated claims of the tariff for a well-defined community of insured 

persons. The required financial resources are taken from the provision for performance-

related premium refunds. 

The following requirements on capcf have to be fulfilled: 

 The calculated claims amount per capita have to be sufficiently assessed; 

 there is no temporal limit to the capcf; 

 there is no financing for new business. 

Capcf may not be affected by portfolio changes. Therefore, the value of capcf has to be 

appropriately allocated to each insured person of the concerned risk community. This implies 

that the risk resulting from new business has to be calculated as adequately as the risk of 

the existing portfolio. New business may not be subsidized by financed parts of the claims 

amount per capita. Proof of the lower risk of the new business is required. 

As capcf is a form of limitation, it affects parts of premium development and adjustment. 

First of all, capcf has an impact on premium development: The financed part of the expected 

claims reduces the loss that will be considered in the premium calculation. This leads to a 

permanent premium reduction. But the present value of the capcf is not part of the individual 

ageing reserve that is financed by premiums and individual remissions of the insured person. 

In the case of premium adjustment this present value cannot be set off against the individual 

premium of an insured person. Rather, the financed parts lead indirectly to a premium re-

duction for the entire collective. In contrast, the conventional form of limitation leads to an 

individual reduction of the premium. 

Next, the influences of capcf on the triggering factors have to be analyzed: The triggering 

factor is usually defined as the ratio of required and calculated claims. But in case of capcf, 

the calculated claims in the denominator of the triggering factor that will be considered in 

the premium calculation have to be increased by the financed part paid by the insurer. The 

financed part of the claims amount per capita is comparable to a risk premium as it com-

pensates higher risks that result from a reclassification. 

Finally, capcf has also an impact on future premium adjustments: Considering the supervi-

sory regulation of health insurance, the accumulated data is used to determine the new 

calculated total claims amount per capita. This still contains the already financed part of the 

claims amount per capita which has to be subsequently subtracted. 

 

 

https://aktuar.de/unsere-themen/fachgrundsaetze-oeffentlich/2020-06-23_Hinweis_Kopfschadenfinanzierung.pdf
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The German Association of Actuaries (Deutsche Aktuarvereinigung or DAV) is the profes-

sional body representing actuaries and Appointed Actuaries in Germany. It creates the un-

derlying conditions enabling its members to practice their profession properly and in a tech-

nically sound manner as well as engaging in constant dialogue with all relevant national and 

international institutions. 

Professional standards of practice are DAV publications that – together with the rules of 

professional conduct – set out the fundamental principles for the correct practice of actuarial 

activities. Professional standards of practice are characterised by their  

• treatment of specialist actuarial issues, 

• fundamental significance and practical relevance for actuaries, 

• professional legitimisation through a implementation process that allows all actuaries to 

be involved in such implementation,  

• correct application, with members being professionally safeguarded by a disciplinary pro-

cess. 

The professional standard of practice „Kopfschadenfinanzierung“ is an advisory note. Advi-

sory notes are professional standards, 

• that are to be taken into account in actuarial considerations, the application of which can 

be freely decided upon in individual cases, however, within the framework of the code of 

conduct, and  

• which only consist of basic knowledge 

• on specific individual questions. 


