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This abstract summarises the DAV professional standard of practice „Festlegung von 

Stornotafeln in der privaten Krankenversicherung“ which underwent the DAV Due Pro-

cess for the Adoption of Professional Standards of Practice and was approved by the 

DAV Executive Board on 26 September 2017. The complete publication (in German lan-

guage) is available here. 

 

Calculating lapse rates in German private health insurance 

 

To substitute the compulsory German health insurance with a private health policy, 

German law requires the private insurance to be calculated like life insurance. Therefore, 

the premium must be calculated with an ageing reserve to avoid contribution increases 

solely due to age. The ageing reserve is not an individual saving plan, it is the property 

of the insurance company to fulfil their liabilities against all insured people. The risk of 

illness is shared by the community of all policyholders. In the case of cancellation, the 

ageing reserve does not go to the company - instead it is bequeathed to the collective 

of the insured people. This is done by including lapse rates into the premium calculation. 

As a result the premium is determined lower. 

Frequently - even in traditional public probability tables of the German supervisory 

agency - lapse rates are derived from solely age-dependent frequency distributions. 

Lapse rates decrease with age (older people are ill more often) and insurance companies 

are forbidden to cancel a comprehensive health insurance contract itself. Once only - at 

the beginning of the contract - full medical underwriting is an option. An accurate cal-

culation is therefore also dependent on duration of cover; resulting in two-dimensional 

lapse rates. However, this more accurate calculation is illegal as it would suggest 

cheaper premiums for the newly insured than for long-term existing clients of the same 

age. This results in insurers taking a haircut on person depended lapse rates. 

In contrast, the new DAV-guidelines are more convenient, using frequency distributions 

of ageing reserves of cancelled and not cancelled people separately. The amount of 

ageing reserve calculated for an individual premium of one person depends both on age 

and duration of cover. Within the DAV-guidelines person dependent lapse rates are 

shown for different sections (kind of health insurance, gender-depended, age) and 

matched to reserve dependent rates. Additionally, the guidelines recommend a match-

up of true and calculated bequeathed ageing reserves over a closed fiscal year. Basically 

an income statement for calculated aging reserve - it can also be used to adjust new 

lapse rates during its calculation to make sure that the calculated lapse rate fits true 

future transmission of reserve. Other impacts on lapse in insurance (maybe not meas-

ured previously) such as high premium increases, political decisions regarding social 

security or compulsory health insurance should not be forgotten either. 

 

The German Association of Actuaries (Deutsche Aktuarvereinigung or DAV) is the pro-

fessional body representing actuaries and Appointed Actuaries in Germany. It creates 

the underlying conditions enabling its members to practice their profession properly and 

in a technically 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  
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• 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 

process. 

 

The professional standard of practice „Festlegung von Stornotafeln in der privaten 

Krankenversicherung“ is a guideline. Guidelines are professional standards, 

• with regulations that, except in justifiable individual cases, may not be deviated from, 

and  

• which standardise specific questions. 


