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V6. On this basis, the following hierarchy of high level principles for valuation of assets

Discount rates (paragraphs B72-B85) and liabilities should be used

An entity shall adjust the estimates of future cash flows to reflect the

time value of money and the financial risks related to those cash flows, (0 i Undertakings must use quoted market prices in active markets for the same or
the extent that the financial risks are not included in the estimates of similar assets or liabilities.

cash flows. The discount rates applied to the estimates of the future cash . . o

Nows described in paragraph 33 shall: ii.  Where the use of quoted market prices for the same assets or liabilities is not

possible, quoted market prices in active markets for similar assets and

(a) reflect the time value of money, the characteristics of the cash liabilities with adjustments to reflect differences shall be used

flows and the liquidity characteristics of the insurance contracts;

(b)  be consistent with_gbservable current market prices (if any) for iii. If there are no quoted market prices in active markets available, undertakings
financial instruments with cash flows whose characteristics are should use mark-to-model ~techniques, which are alternative valuation
consistent with those of the insurance contracts, in terms of, for techniques th;at have to be benchmarked extrapolated or otherwise calculated
example, timing, currency and liquidity: and as far as possible from a market input.
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