
CHAPTER 5 

5) Summary, Findings, Conclusions & Policy Implications 

This is the final chapter of this study which includes the summary of the study, 

findings, conclusion and elaborates strategies & policies which has to be 

implemented, in-order to maintain fair and equal competitive behaviour in the Sri 

Lankan insurance market. Lack of such policies may lead to severe downfall of the 

whole insurance industry. The core outcome of our study suggests that firms in the 

general insurance industry operate in a less than perfect competitive environment. 

5. 1) S u m m a r y 

Sri Lanka's current Rs.30 billion insurance industry ( General insurance businesses 

amounting to Rs.17 billion ) needs to 'tighten up its act' on regulation and solvency 

margins, after the recent tsunami left behind Rs. 15 billion worth of claims. The 

regulators should keep close tabs on non-life operations in order to avoid undue risk 

exposure and to safeguard policyholders' interest. 

General insurance, which has grown by over 17 percent over the last six years, largely 

consists of motor (49 percent), fire (17 percent) and marine ( 7 percent). The sector is 

largely de-tariffed, except workmen's compensation, and competition is stiff. 

However, the profitability and capital position of different market players vary 

significantly. The former state-owned firms are saddled with high expense ratios, 

while some of the large private sector players operate with very low levels of capital. 

Hence, tighter regulatory supervision is needed to oversee the operations of non-life 

insurers to avoid undue risk exposure and to safeguard the interests of policyholders 

and the sector as a whole. Some insurance firms could lag behind in solvency 

requirements for non-life products, given the long time period allowed by regulators. 

Solvency translates to how much of free assets a firm has in liquid form, in the event 

it faces a hefty claim. 
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Since liberalisation, there were no large claims, until the tsunami struck, forcing the 

industry to payout around a billion rupees as ex-gratia payments. For life insurance, 

solvency margins should be greater than five percent, while non-life business, the 

figure starts from 20 percent. 

Most insurance firms park 80 percent of their funds in government securities, partly 

due to conservative investment policies and limited investment options. The 'big five' 

(Ceylinco, Sri Lanka Insurance, Janashakthi/NIC, Eagle and Union Assurance), easily 

clear the 20 percent hurdle. 

"Solvency margins are good, but it's not a good enough, it restricts investments. The 

way to go is to move towards a risk weighted capital model based on individual firm's 

business rather than one size fits all policy". 

Sri Lanka also lacks non-life actuarians, but one firm has come out saying they have 

got an independent general actuary to validate their post-tsunami claims including 

incurred but not reported claims, according to Eagle Insurance's statement that they 

made a further provision in line with the prudential margins recommended by the 

actuary. 

Five out of the 15 firms presently command about 92 percent of the total insurance 

business, and they would ride to tsunami crest provided they get sufficient reinsurance 

cover. Most local insurance firms had their 2005 reinsurance cover wrapped up when 

the tsunami struck. The tidal wave shifts things to a different plane, with higher 

premiums in the offing to meet a bigger reinsurance cover in 2006. 

The Insurance Board of Sri Lanka, should also arm itself with technical skills to 

'assess the soundness of reinsurance cover'. 

"Though the existing framework is stronger compared with most countries in South 

Asia, it is at a nascent stage, and requires additional resources in terms of expertise 

and staff. 
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5. 2) F i n d i n g s 

The findings are clear: although the emphasis differs from sector to sector, insurers 

agree that their business needs far-reaching improvement. In practical terms, say 

industry leaders, insurers must: 

• Write better business; 

• Enhance claims management processes; and 

• Improve operational controls and financial reporting. 

In their efforts to achieve these goals, insurance executives identify four priorities: 

• Enhancements in information technology (IT) systems; 

• More rational product development; 

• More effective and efficient distribution; and 

• More accurate risk assessments. 

5. 2 . 1 ) Key Success Factors 

Profit and competition analysis in chapter 4 clearly reflected some key success factors 

which will distinguish the winners from the laggards in the brave new world: 

• Strong Distribution Nettvork critical to achieve market penetration 

specifically for mass delivery products characterising certain non-life 

segments 

• Integrated Training & Development of staff and alliance partners an essential 

tool to make the dictum "insurance is sold rather than bought" work 

• Reputation & Credibility will be key to building customer confidence and a 

loyal customer base 

• Financial Stability important for the long haul in view of high start-up 

investments and long gestation period 
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• Sophisticated Technology & Systems a must for data processing and 

management for successful, flexible and responsive service 

• Actuarial and Risk Management Skills fundamental to execution of insurance 
Business 

• Fund Management Skills critical to the earning capacity of the insurer 

investment income forms a significant part of total income 

• Strategic Selection of Segments to hinge on the insurer's international 

expertise and its relevance in the Sri Lankan context 

5. 2. 2) Insurance Malpract ices 

Some authorities attached to the insurance industry in Sri Lanka have been blamed for 

the high rate of malpractice and corrupt tendencies in the industry, which constitute a 

threat to the industry at large. 

All the companies in the insurance industry should adhere strictly to the ethics of the 

profession as described by IBSL to gain its rightful position in doing business, 

insurance agents must be seen and felt to be honest, strictly professional, flexible in 

their dealings with the public. 

The image of the industry has been dented in the recent pass by unethical practices 

which includes rate cutting non-settlement of claims and certificates racketeering 

which involves professionals in the industry who sell their certificates to those 

applying for operational licences. These practices not only endanger the long-term 

viability of the insurer, but also affect the insurance market as a whole, preventing the 

building up of sufficient reserves and threatening the medium to long-term solvency 

of the companies involved. 

The classes of business subject to tariffs are the motor insurance and workmen's 

compensation, the IBSL intend to ensure that the tariffs are strictly enforced, and any 

breach of the tariffs should be penalized. 
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With regards to the non-tariff classes of business, the correct basis of rating has been 

abandoned to a large extent, reducing underwriting to mere speculation. 

Therefore it is advised insurance operators to design products that would suit the 

needs of the insured and serve as a benefit to the general public, both corporate and 

individuals while they should repackage the existing ones. Hence, the IBSL has a very 

important role to play in the effort to sanitize as well as to redeem the image of the 

industry. 

5. 2. 3) Resul t ing Pressures on Insurers 

The steady deregulation of the insurance market, the emergence of new technologies, 

increasing competition from existing and new entrants, are all resulting in a new 

economic paradigm centred on the customer. The new paradigm will induce many 

pressures on insurers. Some of the more important ones will be :-

Pressure on Capital - In order to ensure that they have adequate financial strength on 

continuous basis, insurers will have to identify the risks they face. These will include 

market risks, credit risks, underwriting risks and investment risks. The concept of 

"Risk based capital" will he the benchmark of regulators. The days when insurers 

could continue to remain in business by simply complying with the minimum capital 

requirements, are numbered. 

Pressure on Volumes - Fierce competition to increase volume and market share will 

prevail. Two avenues would be open to insurers: to be the least cost producer or to 

offer a differentiated product or service. The latter may appear easier. But developing 

new products is expensive and the advantage short- lived since it can be quickly 

copied. Another option is to maximize customer retention. This can pay rich 

dividends since it is more cost- effective to maintain current customer bases than to 

create new customers. 
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Pressure on Margins - Intense competition for business and the presence of 

competitors of different shapes, sizes, and objectives will impact on the terms and 

conditions of insurance. Those who can adopt themselves to change will have the 

edge. Insurers will be driven to minimise their operating costs and raise performance 

standards to meet the customers' rising expectations. 

Pressure on Service - In the context of increasing access to information and tougher 

competition, the customer will be more demanding for service. Technology will 

enable him to make comparisons quickly and accurately. High quality customer 

service will have to mean more than a customer service department. Customer care 

will have to be a state of mind and be accepted by all levels of management and staff. 

Pressure on Reinsurance - The transfer of risks will not be the dilemma of only the 

customer ie.- the insured. Insurers too will have to closely examine their own risks 

transfer mechanisms i.e. reinsurance. No longer will reinsurance capacity be available 

for the asking. Re-insurers will look at commission rates through the microscope. The 

re-insurers will insist on remittance of reinsurance premium within a stipulated time 

period, which would mean that insurers will no longer be able to profit from 

reinsurance premium cash flows. Losses to re-insurers will result in swift response in 

the form of tougher reinsurance terms including restriction of cover and reduced 

commissions. Insurers with bad results may find it difficult to obtain any reinsurance. 

Pressure on Organisations - The emergence of new economic models and new 

entrants with greater financial resources, management and technical expertise and 

access to research and development and other technology transfers on a global scale 

will pose great challenges to local operators. Training of staff to meet the challenges 

of a rapidly changing and fiercely competitive business environment will have to be a 

one of the key strategies of the insurer. 

Pressure to attract and retain quality people - The key drivers of the future will be 

the quality and the commitment of its people. Success of a company will depend 

primarily on the ability to attract, motivate and retain the best people. 

Pressure on the use of Information Technology - There will be a great need to 
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know how to profit from the use of technology. How to use it to compete and survive 

in what is referred to as the new "knowledge economy". Bill Gates, Chairman of 

Microsoft, talks about "business at the speed of thought". Insurers are entering an era 

where speed of response will be a key competitive differentiator. 

In the millennium, the organisations that will succeed will be those that can capture 

and exploit knowledge. It will be harder to compete on price alone. The likely 

differentiator will be the quality of service and speed of response to challenge. 

Accelerated competitiveness will be a key issue, perhaps more important in the 

insurance industry than anywhere else. However, in the rush for technology, insurers 

will have to understand that IT can only be the enabler never the panacea. 

Pressure on Intermediaries - Insurers will have to make sure that the persons 

representing them in the front end of the business, including Agents, Sales 

Representative and Field Officers, are well trained and equipped with the necessary 

skills to give proper advice to potential customers. These persons must be able to 

demonstrate that they can really add value through their intermediation. In a scenario 

where individuals are becoming increasingly aware of their legal rights and the values 

at risks are getting larger, insurers can face huge claims resulting from mis-selling to 

customers. 

Pressure from regulatory authorities - The ultimate aim of regulation is to protect 

the policyholder in one way or another. Government regulations implies obligations 

and responsibilities on the regulators as well as the regulated. 

The regulators in turn will have a dual responsibility. On one side they have to make 

sure that the insurers adhere to sound insurance principles and practices as well as 

maintain adequate financial resources to meet their liabilities and at the same time 

play a proactive role in developing the market, promoting competition and innovation. 

A balance has to be struck between a more rigorous premium rate and policy-wording 

based regime as against a regime which permits greater operational freedom but 

places much more emphasis than hitherto on overall financial strength. 
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In this situation the balance sheets of insurers will come under much greater scrutiny 

particularly in areas such as valuation of assets and the adequacy of capital and 

technical reserves. 

5. 2. 4) Future Deve lopments needed 

An analysis of the market over the past year seems to bear out three possible future 

developments: 

Firstly, the chances of the current hard market collapsing into a soft market appear to 

be somewhat distant. In the short term this means consumers should not expect 

cheaper premium rates. However, higher expectations of insurers surviving 

catastrophic claim events and being able to pay claims appear more justified than 

before. 

Secondly, insurers appear to have been in the 'stewardship responsibility'. This 

positioning can be characterised as premium levels being neither excessive nor 

inadequate. Similarly, premium ratings have been based on sound underwriting 

criteria without seeking to rely on investment earnings to compensate for poor 

underwriting results. It is now up to insurers to maintain this stewardship 

responsibility in their management of insurance operations. 

Thirdly, the increased market share of listed insurers has changed future capital 

management dynamics. Excess capital can be returned to shareholders more easily 

than ever before and additional capital raised when required. This contains another 

iterative postulation: insurers have access to liquid capital markets due to investor 

confidence, expectations of high earnings, and an outlook of profitable underwriting. 

This access will be diminished if cyclical underwriting is allowed to reoccur. Capital 

flexibility is therefore dependent on reduced volatility in earnings, which in turn 

depends on sustainable underwriting. 
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There is little doubt that the existing market position of general insurers has been hard 

won. It followed years of underwriting neglect, collapses of several licensed entities, 

and leading edge regulatory reform. Yet best results have always been possible. It is 

now up to the sector to protect and sustain it. The latter can be achieved only with 

appropriate stewardship and leadership. 

5. 3) Conclusions 

Issues & Concerns - Amidst wide consensus for private participation, certain 

concerns prevail - the need for strong and well-regulated new insurers to avoid hyper 

competition and overcrowding, seepage of insurance premia out of country and limits 

on foreign participation. 

An attempt has been made to address these concerns by building appropriate safety 

provisions into the Insurance Act. Mandatory prescriptions relating to minimum paid-

up capital, investment of policyholders' funds and minority foreign equity holding 

with a provision for dilution of Sri Lankan promoters' holding over a specified period 

take cognisance of such concerns. Inevitably, these have implications on the number 

of new entrants, structuring of foreign investments and the pace at which competitive 

dynamics unfold. 

A phased licensing roll-out providing for the entry of a small number of large, 

established players initially, followed by a second rung of players, coupled with the 

continued regulation of pricing is expected to allow the incumbent insurers sufficient 

time to adapt to changing market conditions and evolve adequately to meet the 

competitive pressures. 

Competitive forces will propel erstwhile monopoly insurers to focus seriously on 

issues of overstaffing, inadequate infrastructure, training and retention of agents, 

product innovation, pricing and customer service. 
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Expected Trends - Discussions and analyses among a cross-section of stakeholders 

and opinion leaders delineate possible trends in the deregulated insurance landscape 

such as: 

• Existing players to maintain leadership position with strong market shares, 

while enough competitive space is created for new entrants to be profitable 

• Opening up of the sector and concomitant competitive tension to usher in 

innovative products, streamlined delivery mechanisms, and improved 

customer service 

• Profitable exploitation of untapped or under served segments and niches 

• Discovery of new distribution (brokers) and marketing avenues both by new 

and existing players 

• Professional approach to insurance marketing and sales with expert training 

and development 

• Significant advantages to first-movers in non-life insurance market in terms of 

building trust and creditability to be leveraged in subsequent market growth 

phase 

• Rise of a professional intermediary class and a consumer class aware of the 

importance of insurance and risk management 

Major problems of the insurance industry - First and foremost problem that 

insurance industry is facing is the lack of client education and poor awareness among 

the people. People hardly understand the importance of social security measures, and 

even if they understand it, they rarely go for it. People often think that insurance 

companies are taking money for nothing. To overcome this problem some companies 

have started insurance awareness programs. People need to be told clearly what the 

insurance policy they have purchased covers and what it excludes. It has been found 

that the people buy insurance products simply on compulsion. Lack of sufficient 

expertise and adequate manpower in the sector is also another major problem of 

insurance industry. 
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How has competition increased in the industry? - With a rise in the number of 

players, competition is bound to be there. But the competitive practices have not been 

fair in the market. Insurance on credit, poor customer-orientation, manipulation of 

brokers and surveyors are few among the malpractices that exist in the sector. The 

analysis of the net profit of all insurance companies over the last three years shows a 

decline in profits. Such practices, however, will be there in passing phase only. 

Insurers have now realized that they have burnt the finger for nothing. Hopefully, they 

will be quite alert and take it to the right direction in the days to come. 

The prospect of the insurance industry in Sri Lanka - If the economy catches 

normal trend, I believe the insurance industry is there to grow. It all depends on the 

purchasing power of people. People will go for products of personal security only if 

they hold disposable income. Considering the way the medical cost is going up, I see 

that insurance will be only alternative to ensure health security. So, there is 

tremendous potentiality for the insurance industry to grow in Sri Lanka. 

5. 3 .1) R e c o m m e n d a t i o n s for the future 

Insurance companies must invest in information technology. Initially, this will lead to 

lower earnings, but will enable them to be more competitive on a long-term basis. By 

focusing on expanding in international markets, insurance companies may be able to 

quickly profit despite the large amounts of money that will be spent on advancements 

in information technology. 

The insurance industry will continue to have heavy competition and insurance 

policies will continue to be in demand. The uncertainty lies in who will provide 

insurance services. With the current debate over financial service reform, there will be 

doubt as to whether the insurance companies will remain in the same capacity as they 

do today, being cautious with investing in some insurance companies, however, on 

the other hand, there will be great opportunities for other insurance companies. Prior 

to investing, considerations should be given to underwriter performance, international 

presence, and technological standing. 
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5. 4) Policy Implications 

The state of the insurance market in Sri Lanka, in all the views, leaves much to be 

desired. Little progress has been made over the years since liberalization. The 

standards vary company-wise, but the "industry" as a whole has to maintain those 

standards without varying degrees to different insurers. 

It 's certain that most insurers are agreeing the fact that there's lack of discipline in 

the market. With the fierce competition that prevails in-order to secure insurance, 

especially of larger risks, insurers resort to unethical measures such as: 

• Rebating of premiums - some times as much as 20% 

• Payment of commission under the guise of administrative expenses 

• Appointment of institutional agents 

• Payment of own case agency commissions 

• Provision of extended credit terms to direct clients 

• Deliberate breaching,of tariffs 

• Provision of dual premium quotations - one figure to the broker & a lower 

figure directly to the client 

Most of these devises contravene the Insurance Law and are anti-broker in nature. The 

tariff rates for the smaller risks where the client's voice is not important are rarely, if 

ever breached. Yet, these such as householders business and the like, provide insurers 

with some of the best results. When SLIC was the sole insurer the complaint was that 

it was a monopoly. We now have fifteen companies in the market with all doing 

substantial business being members of the IBSL. It 's necessary to ensure that the 

monopoly has not turned in to a cartel. 

Interests of the consumers are paramount and among such interest is not only "price" 

but even more importantly, "service" & "security" as well. Unfortunately, this is not 

so. Selling some clients insurance at rates not commensurate with the risk is not in the 

interest of the insuring public. Security has been jeopardized 'cause of the type of 

"cutthroat" competition that has among insurers. 
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In Sri Lanka we have been particularly fortunate that our insurance industry has not 

been subject to cyclical fluctuations typical of the insurance industries in most places 

else where, nor it has been subject to losses of a catastrophic nature which would have 

put the strength of the industry to the test. We cannot be complacent and believe that 

good fortune will be with us always. Hence, it's always advisable to run our business 

on correct lines fair to both the insurers and insured alike. 

To the insuring public, the most important aspect is the claims aspect. In this 

important sphere, standards vary very much as between the companies, but, 

unfortunately, there are far too many causes for complaint among the insured than 

there should be. Brokers should get involved on behalf of the clients in the event of a 

claim, and in particular motor claims, where unnecessary delays and unfair deductions 

are being subject to. The regulatory authorities are responsible to lay down guidelines 

and time limits so that honest policyholders are not made to suffer unnecessarily. 

The insurance industry cannot carry on to provide a service the country expects if the 

insurers, intermediaries and the insured are forced into watertight compartments. 

There needs to be a dialogue coupled with understanding, trust and confidence in each 

other for a stable and efficient industry. It 's in everyone's interest and above all, that 

of the country that such an atmosphere is crated. Towards this end, I would urge the 

IBSL to establish a mechanism for a dialogue between insurer's, intermediaries and 

consumers so that problems that come up from time to time may be discussed with a 

view of seeking acceptable solutions. 

The regulation of Insurance Industry Act No: 43 of 2000 provides for penalties in 

aspect of whole host of offences, but framing law is one thing whereas enforcement is 

altogether another matter. It is hoped that the IBSL will be vigilant and ensure that the 

prescribed laws are complied with by insurers, brokers and agents alike, with a view 

to maintaining a disciplined market place. 

In conclusion, I would like to see, the insurance industry as not only a "level playing 

field" but also a "clean playing field", devoid of any debris that would prove 

retrograde in effect. 
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5. 5) Agenda for Further Research 

In face of the challenges presented by the developed state of the incumbent Sri 

Lankan insurance providers, the new entrants must carefully think through their entry 

strategies and market positioning in order to wrest market shares from the monopoly 

players and expand the market. Rewards of success are likely to be sweet for the 

entrants with correct evaluation of the challenges and implementation of right 

strategies. At the same instance, the leading players cannot rest on their laurels and 

will have to spruce up their act, quickly sorting out loose ends to prepare themselves 

to face a new competitive millennium. 
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APPENDIX 1 

Competitors' Company Profiles 

Sri Lanka Insurance 
C « i p a i a i i e H L i d 

Vision 

To be the most preferred Financial Service Group in the Region. 

Mission 
To be a customer focused company that is most trusted and be constantly innovative in providing 
financial products and services that are best value to our customers whilst adding value to the 
shareholders and to be a good corporate citizen. 
H i s t o r y 
Sri Lanka Insurance was incorporated by a special Act of Parliament in 1961. In 1988, the insurance 
field was liberalised ending the virtual monopoly enjoyed by the corporation and consequently was 
subjected to operate in a competitive environment. In 1993 with the objective of providing greater 
autonomy to operate in this environment the corporation was converted to a fully Government owned 
limited liability corporate entity and subsequently sold to the "Distilleries-Spence Consortium" under 
the Government Privatisation Plan in April 2003. 

Present 
Sri Lanka Insurance is the largest and strongest composite insurance provider in Sri Lanka, with over 
Rs.32 billion in assets under management, over half a million policies in force and an average claims 
settlement of Rs.12 million a day ; It is the first and only insurance company in the country to be 
assigned a prime AA- rating for Insurance Financial Strength from the global rating agency Fitch 
Rating London. With strong re-insurance arrangements, a highly experienced technical knowledge base 
and the widest network across the country, the company has over 40 years experience in fulfilling the 
insurance needs of the Sri Lankan people. 

Appendix 1 Competitors' Company Profiles 
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C E Y L I N C O I N S U R A N C E 

C O M P A N Y L I M I T E D 
Mission 
To provide protection and financial security of the highest quality to society, whilst adding to share 
holders wealth and recognizing, rewarding and valuing the dignity of our staff. 

Corporate Goals 
• To provide an attractive return on investment to shareholders, whilst retaining adequate funds 

for growth and to achieve a high degree of stability which enable us to hold true to our mission 
in all business conditions. 

• To be a leading provider of protection and financial security in Sri Lanka and selected 
international markets. 

• To develop highly satisfied and motivated employees at all levels, who will contribute 
effectively and efficiently, towards the achievement of overall objectives of the company. 

• To contribute to the economic development of Sri Lanka and enhance the quality of life of its 
people. 

History 
The General Division of Ceylinco Insurance commenced in 1988. and it has been the market leader 
since 1994. The division's unique packaged policies provide total protection against almost every 
possible hazard. 

The company was placed within the top four General Insurance Companies in Asia, competing with 
over 1,000 insurance companies and received this prestigious award at the fourth Asia Insurance 
Industry Awards Ceremony 2000, held in the Philippines. The company was also internationally 
recognised as an industry leader in product innovation, both in 1999 and 2001. 

By developing an entire range of packaged products over the years and by providing risk management 
services, the company has been able to assist its clients in solving all their insurance needs. The General 
Division now has 65 branches island wide and also possesses mobile sales units, taking insurance to the 
doorstep of rural dwellers. 

Present 
The company in year 2004 surpassed other insurance giants to emerge as market leader. This is indeed 
a remarkable achievement considering the many restrictive factors. Ceylinco Insurance has reached this 
mark in record time dislodging insurance giants SLIC who were protected by state ownership. Our total 
market share now stands at 50.1% with 26% in non-motor and 39.5% in motor insurance policies. The 
stride towards market leadership has been achieved through a long-drawn plan by Ceylinco Insurance 
to be the most innovative customer-friendly, socially responsible insurance company in the country. 

During the year under review the company recorded a premium income of Rs. 2.27 billion for non-
motor policies with a growth of 26.9%. Motor insurance policies recorded a premium income of Rs. 
3.31 billion, a growth of 71.5% aided by innovative and customer-oriented marketing approaches. Both 
categories together accounted for a total of Rs. 5.58 billion in premium income with a 50% erowth. 
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N A T I O N A L INSURANCE C O R P O R A T I O N LIMITED 
JANASHAKTHI 

I N S U R A N C E 

Vision 
T o be the N o . I insurer in Sri Lanka wi th excellence in service standards. 

Mission 
T o strive for excellence in: 

• Service del ivery to pol icyholders. 
• T h e development o f the company 's human resources. 
• Ensuring a fair return on capital to shareholders. 
• Cont inu ing to ful f i l our social & corporate responsibilities. 

H i s t o r y 
In September 1995 Janashakthi General commenced operations as the first specialist General Insurance 
company in Sri Lanka. It has grown by over 3 0 % each year, except in 2 0 0 0 w h e n the f igure was 2 5 % . 
By any standards this is an excellent performance. 

In October 2 0 0 0 the Boards o f the t w o companies decided to merge and Janashakthi L i fe took over the 
assets and liabil i t ies o f Janashakthi General and formed one company - Janashakthi Insurance 
Company Limited. T h e merger has strengthened the company and enabled to achieve even greater 
success. 

Ear ly in 2001 Janashakthi Insurance C o m p a n y successfully b id for 5 1 % o f the shares o f Nat ional 
Insurance Corporat ion, a government privatizat ion. Despite severe compet i t ion f rom other companies 
both local and foreign Janashakthi succeeded as the successful bidder. T h e t w o companies together 
share approximate ly 1 5 % o f the insurance market in Sri Lanka. 

T h e company's 10th year o f operation registered a record turnover o f Rs. 3.1 bi l l ion premium income, 
thus becoming the on ly insurer in Sri Lanka to surpass the Rs. 3 bi l l ion mark w i th in the first 10 years o f 
operations in Sri Lanka. T h e company also re-launched it's comprehensive motor insurance pol icy as 
Janaratha Full Opt ion wi th an unprecedented package o f benefits including onsite c la im settlement w i th 
a dedicated 24 hr Cal l Centre. 
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U N I O N A S S U R A N C E 

V i s i o n 

W e w i l l be a lways be acknowledged as the most eff icient, secure and prof i table insurer in Sri Lanka. 

M i s s i o n 
Protection and financial security through professionalism, service excel lence and the strength o f our 
resources, whi les safeguarding shareholders interest, provid ing our employees and f ie ld staff w i th a 
rewarding career and fu l f i l l ing obligations to the communi ty . 
H i s t o r y 
Union Assurance is a composite insurer transacting both L i fe and General business including personal 
insurance, in operation since 1987. A Public Quoted C o m p a n y , U A L entered the insurance arena at the 
t ime the private sector was permitted to set up in insurance, fo l low ing the enactment o f the Control o f 
Insurance ( A m e n d m e n t ) Act N o . 4 2 o f 1986. Commi t ted to pursuing the highest standards o f service 
and security, U A L is backed by the corporate might o f blue chip companies John Keel ls and Carson 
Cumberbatch. T h e 1 5 % stake o f I F C (International f inance Corporat ion) in U A L changed hands 
recently w i th Eagle Insurance purchasing the 1 5 % o f U A L Share hold ing held by I F C . T h e I F C stake 
was equal ly acquired by Eagle policyholders fund, Eagle general fund and Eagle shareholder fund. This 
is further test imony to the strength and stability o f U A L . 

Present 
Union Assurance is we l l placed to provide a caring and efficient service to its cl ientele, which include 
many o f the largest t rading and industrial organisations in Sri Lanka as we l l as individuals f rom all 
walks o f l i fe, through an extensive network o f 44 b r a n c h e s i s l a n d w i d e , strategically located 
throughout the country. It was. in fact, the first insurer to open a branch off ice in Jaffna. 

U A L ' s re-insurers are wor ld leaders, chosen for their dependabil i ty and total security. In short, they are 
the best in the business. T h e company's Paid U p Capital as at 31 December 2 0 0 3 is Rs 2 5 0 mi l l ion and 
Net Asset base. Rs. 821 mi l l ion , also indicators o f its financial stabil ity and strength, which place ii 
firmly at the apex o f private insurance service providers in Sri Lanka. 
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EAGLE INSURANCE 
Come antler our wing 

Vision 

T o be a wor ld class provider o f financial solutions for protection and weal th creation. 

Mission 
T o be the most sought after Insurer and Fund Manager in Sri Lanka for Security, Return Opt imizat ion 
and Excel lence in Service. Ach iev ing Leadership in identif ied segments o f the market . 
History 
Eagle Insurance C o m p a n y L imi ted began operations in Sri Lanka in 1988 as C T C Eagle Insurance 
C o m p a n y w i th C e y l o n Tobacco C o m p a n y ( a member o f B A T Industries, U K ) as the C o m p a n y ' s main 
shareholder. 

F o l l o w i n g a global strategy in 1999, B A T Industries divested its f inancial services businesses to 
Zur ich Financial Services Group based in Switzer land. Eagle thus became part o f the global 
conglomerate Zur ich Financial Services, wi th a local partner - Sri Lanka 's development banking giant 
the Nat ional Deve lopment Bank ( N D B ) . 

In 2 0 0 3 , Nat ional Deve lopment Bank through its 7 5 . 6 % holding in its subsidiary, Capital Development 
and Investment C o m p a n y L imi ted , acquired 1 0 0 % o f N B D Finance Lanka L imi ted , the holding 
company ( 8 7 . 2 7 % ) o f Eagle Insurance Co. Ltd. T h e Bank o f Cey lon has 2 3 . 9 2 % holding in Capital 
Deve lopment and Investment C o m p a n y L imi ted . 

Present 
T h e proud wings o f the Eagle have symbolised an unwaver ing and strong commi tment towards 
customer service excel lence in Sri Lanka. A s a composite Insurer and Fund Manager , the C o m p a n y 
offers a w ide portfol io o f L i fe , N o n L i fe , Fund Management and Mutua l Fund /Un i t Trust solutions for 
individual and corporate customers. 

T h e C o m p a n y has earned a commendable reputation for its prudent, professional management , and has 
demonstrated a high level o f social responsibil ity and good governance in all its endeavours. 
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APPENDIX - 2 

Summary of each competitor's products 

Sri Lanka Insurance Corporation Limited 

Is the leading insurance provider in Sri Lanka wi th the largest branch network is land-wide. None o f the 
other players in the market has been able to create a serious threat to S L I C , because i t 's rel iabi l i ty & 
involvement w i th the government. 

Product offerings: Range o f products under major f ive categories - Motor , Fire, Engineering, M a r i n e , 
Miscel laneous 

Most attractive product: F O R M U L A P L U S M O T O R P O L I C Y 

Customer service: T h e M o t o r Insurance Department provides its clients w i t h the best services in the 
country. For those interested in a Standard Pol icy, seven possibilities are avai lable; others, w h o would 
prefer a more ta i lor -made cover according to their needs, have the choice between a Comprehensive 
and a T h i r d party cover. T h e M o t o r Insurance Department has branched o f f into unrelated areas such as 
Thef t only, Fire O n l y , Fire and Thef t , 3rd Party Fire and Thef t and A c t only; once again, of fer ing 
covers a imed at satisfying their cl ientele to a m a x i m u m . 

N O T E : 1 had several visits to the S L I C head off ice in-order to get informat ion such as the no. o f 
branches, annual reports, staff capacity, promotional strategies etc. B u t . . . . I t 's very sad to say they 
refused to give any o f those information which I needed c la iming those can be obtained by competitors. 
1 had no trouble in gett ing all what I want form all the private sector companies & as far as everyone 
agrees, this is the major difference between private sector and government sector. 

Ceylinco Insurance Company Limited 

Product offerings: F a m i l y Guard ian , Children's Health Policy, M a p i y a T h i l i n a , " A + " International 
Student's Insurance, T rave l Classic Insurance, N e w householders Insurance, Suwa Sampatha 
International, N e w Traders Combined Insurance, Lips Insurance, S u w a Sampatha, T i t l e Insurance, 
Cey l inco Dheewara Udana, Crop A n d Livestock Insurance, C H P Plus, Cey l inco D o o Daruwo 
Rakshanaya, Cey l inco Of f i ce 2 0 0 0 , Ceyl inco Leasing Cover , Cey l inco Support L ine , Cey l inco N i roga 

Most attractive product: C E Y L I N C O V I P O N - T H E - S P O T M O T O R P O L I C Y 

Since 1994, Cey l inco Insurance has been the market leader amongst the private sector insurance 
companies in Sri Lanka of fer ing a unique range o f products to diverse customer segments. It was the 
first insurance company to introduce packaged policies to the market , wh ich provide total protection 
against almost every possible hazard that could occur. W h i l e of fer ing l i fe insurance covers for crit ical 
illness, accidents, hospitalisation and old age; it was also the first to introduce minors' policies and 
accidental cover for minors. 

Distribution network & employees: 
C I C - is operat ing w i th 115 general branches & 95 l i fe branches ( Exc lud ing over-seas offices in N e p a l , 
Bangladesh, M a l d i v e Islands and Maur i t ius ) & total o f 2 2 1 7 employees is land-wide. 
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Janashakthi Insurance Company Limited 
+ 

National Insurance Corporation Limited. 
Product offerings: 
Range o f products under major f ive categories - Motor , Fire, Engineering, M a r i n e , Miscel laneous 

Most attractive product: J A N A R A T H A F U L L O P T I O N M O T O R P O L I C Y 

Uniqueness: 
• T h e only insurance company in Sri Lanka to register a record turnover o f Rs. 3.1 bi l l ion 

p r e m i u m income wi th in the first 10 years o f operation. 
• Janashakthi has a unique history in c la im settlements wh ich demonstrates the f inancial 

stabil i ty o f the company. In fact, w e have paid the highest amount in claims consequent to 
December 2 6 , 2 0 0 4 Tsunami catastrophe. 

• Is land-wide onsite motor c la im settlement w i th a 24 hr Cal l Centre. 
• T h e only insurer to include insurance for death or injury resulting f rom terrorism under it's 

accident insurance. 
• T h e only insurance company to buy a state owned insurance company in Sri Lanka. 
• T h e only insurer that provides wor ld -w ide cover on it's health policies. 

Distribution network & employees: 
Through a network o f over 8 0 branches spread across the entire country, the company locates it 's 
services and operations close to the customer, of fer ing a high degree o f convenience. Work fo rce consist 
o f 1225 staff members & over 7 5 0 f ield officers. 

Customer service: Customers can pay their insurance premia via S M S service and they too can receive 
their renewal notices via mobi le phones. Janashakthi " V i r tua l customer service centre" on the web , 
makes the interaction between customer & the company much easier and even c la im intimations can be 
made onl ine. 
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Union Assurance Limited 

Product Offerings: 

Range o f products under major f ive categories - Motor , Fire, Engineer ing, M a r i n e , Miscel laneous 

Most attractive product: U N I O N M O T O R S T A R P O L I C Y 

Distribution network & employees: 
There are 44 branches in operation island-wide along wi th 5 3 7 staff employees and over 1500 as field 
sales force. 
Customer service: 
U A L branches are l inked to a centralised computer system in the head off ice in Co lombo , which 
enables all branches to provide a complete insurance service to customers, wi thout the necessity o f a 
visit to C o l o m b o . These I T initiatives support the company's commitment to operate ef f ic ient ly and 
cost-effectively, which gives it the edge in terms o f speed and eff iciency. T h e Union Assurance Centre 
in Co lombo , built and owned by U A L . is also equipped wi th all modern facil i t ies and designed as a 'one 
stop' insurance centre, at wh ich U A L ' s customers could transact all their insurance business. A 
significant milestone in U A L ' s progress and expansion was the opening o f the Un ion Assurance Centre 
at Kurunegala in M a r c h 2 0 0 3 . T h e Centre is the largest and most m o d e m bui ld ing in Kurunegala , wi th 
a training faci l i ty that caters to U A L branches in the region. 

Eagle Insurance Company Limited 

Product offerings: 
N o n - l i f e solutions are offered in the areas o f property, mar ine, motor, personal accident and health 
insurance. 

Most attractive product: C A R P R O T E C T M O T O R P O L I C Y 

Distribution network & employees: 
Eagle has 25 branches is land-wide to capture insurance business. 4 4 9 employees under permanent work 
force & over 6 0 0 as the sales force works on a commission basis. 

Customer serv ice: 
Eagle has put in place a comprehensive f ramework network ing head off ice and branches to inform the 
company o f any customer complaints appreciations as it is made. Th is real t ime system enables the 
management to take speedy action where necessary. Eagle also conducts internal & eternal studies to 
measure customer satisfaction levels, to enable the company to cont inual ly on service standards. 
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A P P E N D I X 3 - Union Assurance Limited 

Financial Highlights 

2004 2003 Change % 

Tota: revenue Rs. mn 2.268 2.147 6 
Profit after tax before tsunami related 

expenses and surplus from life insurance Rs. mn 127 99 28 
Surplus from life insurance Rs. mn - 33 (100) 
Profit / (loss) after tax including tsunami 'elated 

expenses and surplus from Irfe insurance Rs mn 

Earnings / (lossesi per share Rs. 
(601 

12.40) 
132 (143) 

3.30 (143) 
Me*, assets per snare *. 2 8 4 4 32 84 (13) 
Return on equity % (81 16 (132) 

Consolidated Revenue* 

00 01 0? 03 04 

Grou Written Premium 
- Gener al Insurance 

00 01 02 03 04 

Life Fund 

00 01 02 03 Ot 

Gross Written Premium 
- Life Inaurance 
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Human Resources 

Staff Strength 
As at December 31 2004 2003 2002 2001 2000 

Executive committee 9 8 8 8 6 
Assistant genera managers 7 8 10 6 9 
Senior managers 17 16 11 9 7 
Managers 138 131 143 139 123 
Executes 139 194 204 218 196 
Non - executives 177 190 193 :o6 220 
Total 347 371 336 363 

Age Analysis of Staff 
Age group Executive Aost general Senior Non 2004 
i v earaj committee managers managers Managers Executives executives Total 

31-60 4 3 6 3 3 26 
41 -30 3 5 33 33 24 103 
31-40 2 2 7 79 78 61 229 
21 - 30 - - - 20 74 79 173 
20 and below - - - 1 3 6 

9 17 138 189 177 

Service Analysis of Staff 
Age group Executive Asst general Senior Non 2004 
(Years) committee '•nanage-s managers Managers Executives executives Total 

1 6 - 2 0 _ 5 2 35 31 34 107 
11-13 1 3 20 24 18 68 
6-10 3 - 4 27 38 47 119 
3 and below 6 1 6 36 96 7S 

i - 17 138 189 177 

S t a f f S t r o n g t h A g « A n i l y n s o f S t a f f S « r v c « A n a l y s i s o f S t a f f 

• Awwttv: fn»i»g*r» m • -

• jtmm' WHH$m • * • - 4 

. ; |f)M m 2 1 - 3 0 
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Ten Year Graphica l R e v i e w 
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Union Assurance Branch Network 



APPENDIX 4 - Ceylinco Insurance Company Limited 
Review of Chief Executive Director (General) 

P r e m i u m I n c o m e N o n Li le 

During the year under roviow tho c o m p a n y rocordod a 
p r e m i i m income of R s 2 2 7 b l i o n lor n o n - m o t o r policies 
with a g rowth of 2 6 . 7 % Motor insurance uolck js recordod 
a p remium n c o m e ol Hs.U 3 1 tuition, growing by 7 1 . 5 % 
through innovat ive a n d c u s t o m e r - o r i e n t e d m a r k e t i n g 
r e p r o a c h e s . Both categor ies rngether ncoounted for a 
total of Rs 5 . 5 8 b i l o n in p r e m i u m r tcorne with a 5 0 % 
growth 

I n n o v a t i o n a n d C u s t o m e r O r i e n t a t i o n 

Our e m e r g e n c e as I ' larket leader has b e e n constantly 
a t t r b u t o d to nnova t ion a n d customer orientation. This has 
b e e n proved m recent years by our trendsetting product 
innovation of v iP "One ttie Spot" that e a r n e d as regional 
racognitlon nt ttv> A s a ms i ranee md>Miry Awarris insr year 
While Hie industry has fol lowed suit C e y l n c o has b e e n 
r a a n g its bar. I his year w e further improved our V IP D r a n i 
with sever a n e w value a d d e d services. Lady drivers n o w 
hnvo m e option of receiving roorl a d o n n s e t o n c e In 
emergenc ies even without «ri accident. The r a n g e of 
benefits also ex tends to p i a e t c surgery In c a s e s o ' 
acc idents 

The c o m p a n y a lso otrengt l ioned Its service aoirvory with 
the establ ishment ol a n e w v i r cent re in its newly acquired 
building at Ma w a n M a w a t h a . Th is centre has b e e n 
designed to h a n d s a l vTP related services f rom applyr tg 
lor a n Insurance p o l c y to on the spot d a r n sett lement. A 
2 4 hour call canlTR operat ion n o w oflers our oo lcy fKxder ) 
a comprehens ive s e r v e e a n d m u c h quicker response 
timo3. 

Learning from the Tsunami disaster w e w e r e aole to take 
o u r irmovativonoBS e v o n furthor. Cey i inco Insurance 
b e c a m e the first insurance c o m p a n y in Sri Lanka to launch 
a comoreherfetve natural disaster cover within a m o n t h of 
the disaster, • 'ol icytrvoera c a n n o w pmtecT themselves 
against Tsunamis, tidal w a v e s , e a r t l x j u a k e s , vulcanic 
enipt ions, f loods, cyc lones, s torms a r d tempests , earth 
s ips , * n d slides, h u m c a n e s a n d tornados 

G o i n g F o r w a r d 

T h o m o m e n t u m ga lnod thus far a n a tho n o w status as the 
leading Insurer m the country m a k e s us m o r e confident a n d 

stronger In our q u o d to oslaUfchirxj Cevfcico as an icon for 
insurance n the region O u r overseas operat ions together 
with our partners In Bangladesh . Nepal , Mauntius and 
Ma*Jives have cont inued to per form well Fncot i raged by 
tho orogross w e c o n t r i u e to improve oui sm vices in these 
courrtnes. 

E c o n o m i c O u t l o o k 
As at t h e e n d or third q u a n e r o r ' A R M ' , trie O r n r e r r>«n.« 
forecasted a growth rate b e t w e e n 5 % a n d 5 . 5 % (or 200-1 
c o m m e n t with the e x p e c t e d e c o n o m i c pertormflncp *or 
the s a m e period. 

t h e s e i v c e s sector that h a d c o * n u c x s i y recorded over 
6 % quarterly growth during the last t w o years grew by 
7 . 5 % , corrtntxjtiog the most to the ovora l cconorrrc 
growth . SpecWcaly, IIle insurance real esta te a n d ottier 
financial sorvloos sub soctor grow at 1 2 . 8 % . 

Al though having considered tlie economic j u t l j o k as at 
the third quarter ot 2 0 0 4 . w e wou ld hovo to b o m l i d f u l at 
trie p o s l - I s i r w n i effect on t h e e c o n o m y that is yet to he 
dulai lud. Tl iu i lsaytor that ulTocUxJ UKJ por fonnunce o l Ihu 
insurance sector together with general e lements such as 

Non Life Premium G r o w t h 

antxi sooi ron? 7 Q M 

inf lat ion, reg iona l d ispar i t ies, g o v e r n m e n t debt and 
vulnerabil i ty of c e n a t n e c o n o m i c sec to rs s u c h as 
agr icUlure a n d power that e m e r g e d during tlie year, is 
c e r t n n to c a u s e a n adverse m p a c t on the * c m o m r . 
uutJook for 2 0 0 5 . 

I n d u s t r y O u t l o o k 

The year >W)4 is also o l mportnrvon to the Hn I nnkan 
insurance industry. T l ie Tsunan i tragedy was an eye-
opener to the gcfierni p u b i c . Many discovered tho perils of 
having under- insured t h e r belongings thinking of the rainy-
Oay' that never c o m e s This realisation has uont a strong 
m e s s a g e to the public 

As a loading m r x r a n c o c o m p a n y tnat has rccponood to 
oolp these peop le at a t ime I k e this, w e have only words ot 
w i s d o m for f i e future "Never wait without insurance, and 
re a s s e s s the t rue value o l your assets" 
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Ten Year S u m m a r y 

1995 1996 1997 1998 
Rs.'OOO Rs.'000 Rs.'000 Rs '000 

GENERAL I N S U R A N C E 
Gross Written r-Terruum 910,726 1,063,390 1,202.248 t .333,048 
Net Wntten Premium 541,098 637,180 738,089 802.061 
Net Earned Premium 458.704 583.086 675.700 756,367 
Net Claims S Bonafit Payable 162,628 257,409 305,171 372,337 
Underwriting Surplus 294,197 322,876 378,029 409 ,861 
Investment & Other Income 48,982 57,891 62,732 67,364 
Net Profit for the year 51,344 53,044 63.881 72,369 
Investments 406.010 471.845 596.467 584,590 

Property, Plant & Equipment 223.200 240 ,403 238 ,842 307,587 
Total Assets 994,305 1 ,395,912 1,455,629 1.291.0(34 
Non-Life Insurance Provisions 258,680 309,568 428,438 452,509 

LIFE INSURANCE 
Gross Written Premium 693.772 817,428 940,002 1.033,865 
Net Written Premium 653,484 763,478 883,222 978.565 
Net Benefits Expenses •103.328 102,426 109,806 156,076 
Investment & Other Income 92,740 135.520 212,320 215.711 
Inoroaso Long Torm Insurance Funds 243,620 365,833 529,468 523.810 
Surplus from Long Term Insurance Business - - 5,000 /.SCO 
Investments 625,064 916.9B2 1,464,592 1.880.472 
Property, Plant S Equipment 77,717 130,357 129,045 200.882 
Long Term Insurance I'und9 6 6 6 , 078 1,031,711 1.S61.170 2.084.980 

SHAREHOLDERS ' F U N D S 
Sharo Capital 84.000 84 ,000 84,000 84,000 
Capita) Reserves 107,505 107.505 113,672 113,6'2 
Retained Earnings 144.379 164,670 184,441 200.096 
Policyholders' Benefit Reserve - - -
Tsunami Relief Reserve 
General Reserves 50,003 90.000 
Net Assets (Shareholders' Equity) 336,737 376,175 432,113 487,768 

INFORMATION PER ORDINARY S H A R E 
Enrninns (Rs.) 6.11 6.31 7.60 8.62 
DMdencte (Rs.) 1.50 1.50 1.70 2.00 
Net Assets (Rs.) 39.97 44 ,78 51 .44 sao7 
Market Value (Rs.) 27.00 20.25 19.50 18.00 

RATIOS 
Gross Premium Income Growth (%) - General 33.56 16.76 13.06 10.88 
Gross Premium Income Growth {%) • Life 48.43 17.82 15.00 9.99 
Net Profit Margin (%) 5.64 4,99 5.31 5.43 
Return on Total Assets Cto) 5 .16 3.80 4.39 5.61 
Return on Sharehofdera' Funds (%) 15.29 14.10 14.70 14.84 
Property, Rant & Equipment to StiaretidrJere' Funds (%) 66.48 63.91 51.84 63.06 
Rate of Dividends {%) 15.00 15.00 17.00 20.00 
Dividend Cover (Times) 4.07 4.21 4 .47 4.31 
Price Earning Ratio (T'mesl 4.42 3.21 2.56 2.03 
Revenue Per Employee (Rs.'OOO) 999.69 1.195 69 1.272.12 1,263.03 
Net Profit Per Employes (Rs.'OOO) 31.99 33.72 37.93 38.62 

OTHER INFORMATION 
Number ol Emptoyees 1,605 1,573 1,684 1,874 
Number ot General Branches 5 3 53 53 53 
Nurnber of Life Branches 46 62 65 68 
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1999 
Rs.'OOO 

1,246,142 
1 ,206,015 

240 .405 
2 6 5 , 6 2 6 
628 ,854 

12 .000 
2 .372 ,556 

235 ,305 
2 .713 ,843 

8 4 , 0 0 0 
113 .672 
2 1 3 , 9 9 8 

140 ,000 
5 5 1 , 6 7 0 

9 .59 
2.00 

65.67 
29 .00 

16 .69 
20 .53 

5.18 
5.26 

14 .60 
60 .12 
20 .00 

4 .80 
3 .02 

1,416.45 
40 .73 

1,978 
5 5 
6 6 

2 0 0 0 
RS.'OOO 

1 ,661.068 
1 .608.873 

2 9 4 , 1 5 0 
3 8 6 , 0 5 2 

1 .017 .672 
2 0 , 0 0 0 

3 ,312 .889 
2 3 0 , 1 4 8 

3 .731 .515 

1 3 8 . 6 0 0 
122 .072 
2 6 0 , 0 2 5 

2 4 0 . 0 0 0 
760 .697 

8 . 3 0 
2 .00 

5 4 . 8 8 
1 / . 0 0 

8 .96 
3 3 . 3 0 

6 .78 
6 .67 

15.11 
45 .17 
2 0 . 0 0 

4 .15 
2 .05 

1 ,788.02 
6 1 . 2 6 

1,877 
5 9 
6 6 

2001 
Rs.'OOO 

2 ,157 ,266 
2 ,091 ,007 

378 ,771 
5 9 8 , 1 2 0 

1.482,879 
3 0 , 0 0 0 

4 ,483 ,127 
531,661 

5 ,214,394 

133,600 
122,072 
226 ,255 

3 9 0 , 0 0 0 
8 7 6 , 9 2 7 

8.66 
2.00 

63 .27 
26 .00 

11.81 
29 .87 

7.60 
5.92 

16.41 
78.94 
20 .00 

5.19 
2.50 

1.965.30 
69.81 

2 ,062 
6 0 
70 

2 0 0 2 
Rs.'OOO 

2 ,359 ,672 
2 ,291 ,684 

4 3 9 , 5 2 2 
8 4 2 , 3 5 6 

1,656,771 
1 2 0 , 0 0 0 

7 ,531 ,463 
7 7 0 , 0 6 5 

6 ,871 .165 

166 ,320 
9 4 , 3 5 2 

2 4 9 , 4 6 6 

5 9 0 , 0 0 0 
1 ,100 ,138 

13 .42 
2 . 0 0 

6 6 . 1 4 
33 .25 

3 7 . 5 8 
9 .38 
8 .56 
7 .72 

2 0 . 2 9 
8 2 . 5 9 
2 0 . 0 0 

6.71 
2 . 4 8 

2 ,160 .51 
9 7 . 0 9 

2 , 2 0 9 
6 2 
77 

20O3 
Rs.'OOO 

3 ,721 ,207 
2 ,806 ,972 
2 ,286 ,423 
1,312,831 

9 0 3 , 0 3 1 
116 ,105 
2 5 5 , 3 7 3 

1,384,797 

9 4 9 , 6 5 7 
3 ,544 ,684 
1,598,980 

3 ,042,654 
2 ,957 ,424 

8 6 6 , 8 4 1 
1 ,099,984 
1,804,375 

105,041 
7 ,782,234 

8 5 6 , 3 9 8 
8 , 6 7 5 , 5 4 0 

1 6 0 , 3 2 0 
9 4 , 3 5 2 

2 7 1 , 5 7 5 
5 0 , 0 0 0 

7 4 0 , 0 0 0 
1,322,247 

12.80 
2 .00 

66 .25 
3 5 5 0 

42 .72 
28 .94 

6 .86 
7 .20 

19.31 
71 .82 
2 0 . 0 0 

7.67 
2.77 

3 ,240 .95 
122 .36 

2 ,087 
9 8 
84 

2004 
Rs.'OOO 

5,580,641 
4,5G3,623 
3,656,663 
2,173,189 
1,242,032 

206,861 
407.349 

1,914,842 

1,107,157 
6,749,102 
4,374,778 

3,961,390 
3,851,669 
1,550,546 

845,894 
1,369,252 

151,602 
8,982,385 
1,063,365 

10,044,792 

199,584 
80,672 

657,237 
38,423 

550,000 
170,416 

1,Q9B,332 

20.41 
2.00 

84.99 
40.00 

49.97 
30.20 

7.30 
6.04 

24.01 
65.27 
20.00 
10.20 

1.96 
4,304.03 

183.74 

2,217 
115 
116 

Appendix 4 CIC 

88 

1.695,047 
1.050.416 
1.002.861 

519 .441 
5 0 9 , 8 3 8 

8 2 . 6 3 5 
1 1 4 , 9 8 0 
7 3 4 , 1 8 2 

3 4 3 , 6 0 3 
1 ,724,438 

5 4 7 , 9 1 8 

1,895,165 
1.349,841 
1,182,870 

5 1 2 , 3 7 9 
6 6 8 , 4 3 0 
100 ,732 
143 ,950 
9 1 3 , 4 0 2 

6 9 2 , 2 3 9 
2 ,431 ,982 

6 7 8 . 4 1 8 

2 ,607 ,342 
1 ,805,801 
1,454,608 

764 ,014 
6 3 3 , 2 0 6 
157 ,094 
2 2 3 , 2 1 1 
9 6 9 , 5 3 2 

9 0 8 , 5 9 1 
2 ,891 ,218 
1,007,771 

1 ,555,594 
9 0 5 , 7 6 4 
8 4 6 , 5 7 9 
4 4 0 , 8 8 4 
4 6 3 , 5 8 1 

79 ,045 
8 0 , 5 5 9 

6 9 8 . 9 5 9 

3 3 1 , 6 5 9 
1,531,411 

4 9 1 . 0 6 5 



APPENDIX 5 - Janashakthi Insurance Company Limited 

T h e G r o u p r e c o r d e d a n o p e r a t i n g profi t of 

R s . 1 0 2 M n a s a q a i n s t a n o p e r a t i n g profi t of 

R s . 3 2 7 . 8 M n in t h e p r e v i o u s y e a r It i n c u r r e d a 

N e t L o s s a f te r l a x of R s . 1 1 4 . 7 M n in c o m p a r i s o n 

w i t h t h e N e t Prof i t a f te r l a x o l R s . 1 7 8 M n 

r e c o r d e d last y e a r 

Operating Profit 

8 

0 0 01 02 OS 

B e y o n d t h e b l a c k a n d w h i t e of h a r d f a d s 

J a n a s h a k t h i t e l l a g r e a t s e n s e of e m p a t h y w i th 

t h e p e o p l e w h o b o r e t h e b r u n t ot t h e d e v a s t a t i o n 

In t e r m s ot l ives , l i v e l i h o o d s a n d p r o p e r t y . The fact 

that wc were able to stretch our hand out to them 

in their time of need, outside the normal policy 

conditions, has toft us all with a groat deal of 

happiness and satisfaction, that as an insurer, we 

have gone beyond the call of duty E v e r y s i n g l e 

i n s u r e d ( t h e r e w e r e o v e r 5 0 0 w h o s u f f e r e d b u t 

h a d i n a d e q u a t e c o v e r ) w a s c o m p e n s a t e d in o n e 

w a y o r a n o t h e r . Ful ly a w a r e of t h e n e g a t i v e 

i m p a c t o n o u r b o t t o m l ine , t h e C o m p a n y 

n e v e r t h e l e s s t o o k a c o n s i d e r e d d e c i s i o n to p a y 

o v e r R s . 5 0 M n in e x - g r a t i a c l a i m s . O u r o w n 

c o n f i d e n c e in o u r r e s i l i e n c e a n d abi l i ty to r e c o v e r 

I r o m t h e s e p a y m e n t s a n d c o n s e q u e n t l o s s e s 

w i th in a shor t p e r i o d , l ed us to r e a s s u r e o u r 

s h a r e h o l d e r s tha t w e h a v e d o n e t h e r ight th ing in 

t h e l o n g m n k e e p i n g n o t o n l y o u r o w n i n t e r e s t s , 

b u t t h e l a r g e r n a t i o n a l i n t e r e s t , a l s o a t h e a r t 

G e n e r a l I n s u r a n c e 

J a n a s h a k t h i ' s G e n e r a l I n s u r a n c e b u s i n e s s , 
a c h i e v e d e x c e l l e n t r e s u l t s d u n n g t h e y e a r w i t h a 
5 0 % g a i n in G r o s s W r i t t e n P r e m i u m ( G W H ) 
r e a c h i n g R s 2 4 8 B n . T h e s t r o n g r ind s u s t a i n e d 
p e r f o r m a n c e In t h e C o m p a n y ' s g e n e r a l b u s i n e s s 
is a d i rect resu l t o t its b r o a d a r r a y ot i n n o v a t i v e a n d 
f lex ib le i n s u r a n c e so lu t ions , f inanc ia l s t r e n g t h , 
s u p e r i o r s e r v i c e a n d r e s p o n s i v e c l a i m s h a n d l i n g 

O u r "Ful l O p t i o n " m o t o r po l icy h a s b e e n a 
r e s o u n d i n g s u c c e s s a n d t h e M o t o r I n s u r a n c e 
s e c t o r c o n t i n u e s to b e o u r c e r e a r e a of b u s i n e s s 
r e g i s t e r i n g a r e m a r k a b l e g r o w t h of 4 8 % r e a c h i n g 
R s . 1 . 6 9 B n in t h e y e a r u n d e r r e v i e w a s a g a i n s t 
R s . 1 . 1 4 B n last y e a r T h e o t h e r s e c t o r s R r e 
M a r i n e a n d M i s c e l l a n e o u s a l l s h o w e d h e a l t h y 
g r o w t h r a t e s d u r i n g t h e y e a r 

Genera l Insurance G W P 
n>n*i 

I 
•l 

| 
• 

00 01 02 03 04 

Genera l Insurance 
G W P Mix - 2 0 0 4 

e Motor 

\ f cw H*t^ I|* 
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I 

Ten Year Summary 

UtRs.'COO 2004 2003 2002 2001 ?000 1999 1998 1997 1898 

General Insurance 

Gross Wntien I'tf rrcum 2,483,181 1,561,697 1,339.128 1.010.754 582.665 472,190 350.212 204.071 209,iS-2 

Reinsurance (498,413) (323.696) (232,C03) (225.953) (148,815) (131,337) (118,607) !91,828j ;es,389i 

Change In Unearned 

Premium Resflivos (341.39&) (1?O,4H0) (B 1,077) (56,191) (55,745) (58,091) (35,694) (31.368) (61,465! 

Not Earned Premium 1,643,370 1,217,t^1 1,026,019 728,630 3eO,125 281,86? 195,911 140,877 59,288 

tot Acqusitkm Crist (111,59)) (62,988) (83.441) (17245) (9,329) 11,104 22,018 22,768 1311 

MntOsima (1.319,838) (724.962) (840,547) (488,702) (259,597) (179250) (127,215) (89238) (47,131) 

Underwriting Pfollt/(Losa) 211,93$ 409,570 -97.031 222.653 111,199 113,716 90.714 74,407 •3.976 

Investm3ntlnccni3and 

ahsrlncamo 419,286 886,990 305,569 184,881 54,695 23,721 12.714 6,944 6.8P8 

Operatng Expanses (531,167) (350,361) (334,014) (403.998) (146,864) (1054508) (86.578) (C5259) (60,3O7| 

Transfer liorn Lite Funcl 2,137 1.648 - 47,380 6,040 - - - -
Profit tiom Oporatlng Activities 102,191 327.847 68,586 50,916 24,970 32,129 16350 15.053J (39,493) 

Finn rtOB Cost (185,481) (149.605) (119,785) (68,651) - - - - -
Pro(it/(Loss) before Tajcetion (83,290) 178342 (51,199) (17,735) 24,970 32,129 16350 15,053 (39.493) 

Taxation (31,814) - (51) 587 - (3,692) (4.500} -
Profit/floss) after Taxation (115,104) 178.242 (51.250) (17,1081 24.970 28.437 19.350 1S.093 (31-133! 

Minority Interest 3S2 - (23,785) (76,681) - - - - -

Net Proflt/( Loss) tor tho yoai (114,752) 178,242 (75.035) (93,829) 24,970 26,437 12,350 15,093 (39.493) 
J 
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Janashakthi Insurance Limited • Branch Network 

i Vaun tya 

• H u n a i a i r 

• M»rlnwacrr.hrya 

A n u a o n a p i i a 

«. Kafclmwa 
* Q a M m v * 

^ T r i a j n u c t l w y d i r i a 

O n m b u l a ^ 

4 * T i l i co i na i lM 

*> M o * n ( j i r i y a 

i H n g u m k g o d s 

Pulotvvaruwa < 

« N i k a w a n y a 
Ba t f i ra ioa 

• 

V l » C h u r n 

Marvw iwwa 

W - i n ^ p o w . * . , n , a i t J „ A 

1 gaW * »Keai. l<( 

Du l l <m>i* 4> * Maiwagirna 
* P i r y a ' x J u i a 

H o m a g a n w ^ • B a . x j a / a g a n i u 
d> • H o r a n o | . 

i-OTBdurn R j i n a ^ i a 

• nautara 

• AJuihgema 

•*• Oehiatlakanolya 

* M l h y . v g - i r (1,(1 Kf l ln- i i -wi 

• Ganpoia . 
• H n u i a g a a k a d a 

* Nawatapi t iya 

N i m a g l E l y a B a d u l a 

• Na t ion 

Bandar B M k l „ 

«- BatanQoda 

Ai ru ja ra 

* • M o i w r a y a h i 

VVwILmitprt 

L m b i i p f t y a 

Amba lan to ia 

O A k k a r n i p c f t j 
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APPENDIX 6 
Business Rr view 

EAGLE INSURANCE COMPANY LIMITED 

I n v e s t m e n t I n c o m e a n d 
O t h e r I n c o m e • 
Non-life ws m" 

N o n life G W P '. , 

N o r n i f e 
C o m b i n e d R a t i o 

mi 
DO 01 02 03 04 00 01 02 03 04 

Non life GWP Mix 
2004 

Accident 

fn 

OH 01 02 i l l 14 % M A R I N E 

• Mate* • J ' j .v 

# Terrorism • 

N o n - l i f e In- I I . I I K . B u s i n e s s 

T I K - Nun-l i f t Insurance business faced J vcar o f 

multiple challenges which took n roll o n overall 

npcralliig r o u l l v ( i W P declined niaiymally l imn 

the previous year to R-.i. 1,1>5S milium. Ncr luirned 

Premium declined by 10* (. from rhe previous rear to 

Rs 4414 uiilbtiii Total revenue g iowth was 

contuined due to .in o n goinj runontilis.ition o f the 

overall business portfolio and the srrarcgic exit n*nm 

non-core market* that have yK-UIrd losses ca­

irn favourable claims experience:. 

Net claim? 

increased by 20°o 

m e t that incurred 

in the previous 

year, with large 

claims being 

incurred particularly m the 

M..ldivun market and o n 

account o f the Tsunami 

' • ». i.< lire and 

health registered the largest 

growth in net claim* whilst 

a lie*, line was witnessed 

from the motor and marine 

sectors. Total claims liability 

arising uti account o l the 

recent Tsun.imt including 

provisions for cx-graria 

payments lu.ee been charged 

in the financial statements. 

In comparison to the 

previous .c .u. rc-lusurancc 

commiss ions registered a 

decline. The Non- l i fe 

division recorded an 

operating profit o f 

lis. I y - 7 I I I . , ; I I M the .ear 

The negative claims c x p t n c n c c is rerlecrcd in rhe 

Net I <-- Kaon rising In 7 7 " n I N N I I sH1 . m 2IWIV 

Tlie Expense Ratio decreased 1 0 38" from 411" • 

recorded in m e previous year. The Net < nmhined 

Rami increased to IIS 1 » from *)8*n as tlie N o o - h i e 

balneal incurred in underwriting loss. 

In rbc i . . n i l . i ii-.,., v*eai, several ke\ initiatives will 

bs undertaken to improve N o n life business 

returns. \ focus on rop line growrh within selected 

market segments and a complementary drive i. i 

expand existing distril»ution channels will I K -

undertaken. Ihe (Company has also secured new 

re-insurance rreanes on more favourable terms. 

Ivirthcrmorc, recent catastrophic event* Iwvc crcalcJ 

awareness and a need in rhe marker place to «»l>r un 

cover agaimi natural disasters Kagle Insiir.incc will 

endeavour to add appropriate insurance covers to in 

exianng product offerings 

CarProtect 

%3Sk 

. . . v 

4. 
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Decade at a Glance 

Statement 08 Income 
( ju.V* *n la tlx cc im* rapr* lbt*t»jMty 

2004 2 0 0 3 2 0 0 2 2U0I 200(1 1 9 9 9 1 9 9 8 1 9 9 7 1 9 9 6 1995 

N o n - l i t e 

<.in»t> writ ten jnvnuutn 1 , 0 5 8 , 0 2 4 1 ,072,660 9U9.RS4 730,511 686,11.3 666,82.1 5 9 8 , 5 1 2 4 8 9 , 0 3 0 462 ,084 431,481' 

Net t4nii*l p ixmium 404.4S2 *3K,K69 • M \ l i 7 3 2*9.S8.> 2 3 4 . 0 1 6 IKK. 639 158 .826 147.91.- 141,785 

Imi-ilnirrit inn 11 m ami 

nthcr incrimt' 2 4 0 , 1 6 2 14K.U52 I1~.II52 76.5H5 49,(r(. 4 3 . 6 7 6 59 ,182 4?..8d" 17.3*5 

Nci cUlrrW (312,811) (I»'),I2H) (151,554) (139,089) (126 ,265) (84,718) (65,4f,|) (VI.1K8) ("•8.24SJ 
r tc imuancc eaninmKinn 

lU't <lf iCt(UlMC«>ll i*\pi.1i«CS 3 a , 8 3 3 120,25.'. 7 2 , 4 3 2 15.H2I 2 8 , 4 9 5 22 ,937 I 0 . M 8 P . 1 2 3 14.34S : 1,544 

O p c i a l i i y & .iUi7iu»»U'..o* t 

(277.692) (324 ,763) (218.104) (219,71.3) (173.928) (I.VJ.6I3) (106.269) (1111,7.31) (911,817) (81,667) 

Special Tsunami tu!bl'cxpcw:eb (89,000) - - -
Operating profit before 

rvctructuiv charj^r. and 

intangible items 1,074 112 .333 122.121 78.679 S I . 9 4 6 4(1.151 5 1 . 6 4 6 6 7 , 9 3 9 55.17.1 I2 ,"82 

Long Term 
Annui lhcd n w b u s m e n 

premium | 7 8 3 , 1 9 7 | | 735 . -1 .3 | | 662,0.32 | | 571 .5X5 | | 5 0 0 , 8 1 4 | | 44I .X35 | | 44 1.876 | | 37(132(1 | | 3IK.KS6 | | 396 .789 | 

G r u i i wnttett p a m i u n t 2 ,500 ,131 2 ,169,812 1 ,827,208 1,677,3+4 1,473,964 1,141,265 1,007,7911 8.32,271 7 4 2 , 1 2 2 6 '6 . ' I83 

Net I V U H I M I prciiituiu 2 , 3 6 8 , 0 5 1 2,1)52," 15 1.725.37V 1.597,2116 1,4119,94(1 l ,08g,'J14 9 6 4 , 1 3 3 BIM..34I 7(12,705 611(1.406 

IllVOtlltCIll JllC'llU 

and oilier m o u i i e 690,12S f.H').r.:sil 7 1 6 . 6 1 4 (154,(101 442 .H44 .329.225 242.H56 2 2 8 . 9 2 2 1 "9,(129 1 15.079 

Net c b j i m & benefits (564,232) C780.660) (4(13.224) (406 .472) (273 ,451) (292 .508) (236 .874) (175 ,585) II1U..32I: :<".664) 

G u n m i ^ i i m (net o f 

rein, unit i « voinnu»>itin) (32U21) (274 .511) (226.570) (193.368) (179.217) (145.526) (1WI.821) (114.8.37) fll>.3.41ll) (1 "5.927) 

Increase in I j j n g T e r m 

insurance fund ( 1 , 3 7 2 , 5 4 5 ) (924 .921) (1.035.24 II (I.COJ.I29) (882.505) (537 .525) (-165.502) (156..3521 (417.789) ( .I' l l .981) 

Operating «3c administrative 

expense* (550,081) (S4\2ll.3) (5.24,1151) (5113.123) (4»li,?M) (.318.47')) (288 .921) (224 .375 , <l7(..25f,; ( 1 / 6 . 7 9 7 ) 

(ljvmttii»j profit l i c i tM». 

restructure ch.nj»es and 

intangible items 2 5 0 , 0 0 0 2IS,IHR> 1 9 2 , 9 0 4 145,2115 1 0 8 , 8 5 5 125,1(11 74,(1/1 62.114 5 3 , 9 5 8 4 3 , 1 1 6 

Total Business (Group) 
( . l ea f Vtiiitot jiieninnu 3 , 5 5 8 , 1 5 5 .1,242,51)8 2.737,092 2 ,407,855 2,1611,077 i .wm. i iaB 1,6(16.3(12 1,321.3m 1,204,3116 1.(161.44,5 

Rtrtnuc 3,726.323 .3.347.232 2 .950.453 2 .711.696 2.242.911 1 ,722 ,749 1,456.944 1.256.112 1.075.1134 S 7 9 . 3 1 8 

N e t enmcd premium 2,772,533 2,502,1172 2 ,064,248 1,014,279 1,699,831 1 ..323.9.30 1.152,772 9 6 3 , 1 6 7 850.(172 7 ( 4 . t 9 1 

Benefit*', losses and c x p i n ^ c (2,534,076) (2 ,121,595) (I.84I.7JI) (1.738,702) (1.415.7(17) (1.078.387) (9i7.5ix:.) 0 » 5 . l l l ) (676.363) (532.27.11 

Other revenue 95SJ90 845.1611 S80.2O5 7 9 7 . 4 1 7 5 1 3 . 0 8 0 3 9 S . M 9 3 0 4 . P 2 2 9 2 . 9 4 5 2 2 4 . 5 ( . : 135.157 

SpcdaJ tsunami relief expensca (39,000) - - - - - - - - -
Operating Hi administrntn e 

expensco ( 8 3 S . 1 5 2 ) (883.77V) (7S5.1S5) (7.39.959) (6(11.07(1) (491.65.3) (429.441) (.347,6161 (29.3,867) C2u(l.742l 

(Jpcraiin£ profit betrtrv 

rc<tnicturc c h a n t s jnU 

mrangihle It imi 2 6 7 . 0 9 5 U I . K S h 323 .S37 233.(13 5 ivft.nr.K 152.2119 IW. 'J i r ' 11 V385 1 IM.K1M 8 6 . < 3 ( 

I'.tprntfolinc <m icHtuLtmc 

and intangible ircim - - - - (12,916) (63.3631 - - - -
b u u n c c C U I - I S ( 3 , 8 8 6 ) (23.446) [53,% 1) (35 ,523) (IR.U34) - - - - -
Pinfil br fme ovat ion 2 6 3 , 2 0 9 3 1 8 , 4 1 2 2 6 9 / . 3 C I')7,5I2 165,118 KR.K46 113,385 III4.RII4 8 6 , 3 3 3 

Incumc rax expenses (9,545) - (ibj; (206) (239 ) (172) (124) - - [175] 

Piofit after luxation 253,664 .119.412 260,45> I 9 7 . M 6 1M.R79 8R.674 W»,7K» HJ..3H5 1 (VI .SIM HA.I5R 
Nfltiniify i i i u i c n - - - - - 6 , 6 7 6 7 ,808 8 ,167 - -
Net profit foi ihu V L H I 2 5 3 , 6 6 4 3 1 8 , 4 1 2 269.45.3 1 9 7 , 3 0 6 164.H79 95.-35(1 117.591 121.552 104.8114 8 6 . 1 5 8 
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Balance Sliest 
(tubus an to Shi cov r r tufm dtastitot} 

2004 200 i 2002 2tltH 21100 1999 199K 1996 1995 

Group 

A*sci\ 

lnvccinunLi; 8,646.435 \034.7X8 6.217,796 4.917.869 1.91 r., 167 2,997,160 2.115,934 1,631,717 1,43-/22 l,!24,6"-9 

l-mrrcilj.p'anl ami ojuipirriil 244,3.16 204.6h7 211,304 235.''65 209,060 119.457 1113.025 •"6.803 88.213 91.211 
Other asucis 2,983,017 2.39 ,225 l.5~M05 1.418.273 i , i 2 w r i I.02IJ278 1,1.17,577 992,2ii6 576,076 458.144 

Total iiact« 11,873,788 9,6.16,70(1 8,1X15.505 6391,927 5.253.H9H 4,1.17,895 3,376,536 2,750,726 2,152,011 1,674.034 

IStjiiitY and Liabilities 

Slum.* tatai-il 200,000 200,0110 2(10,000 200.0UO 200.000 2OO.O0U 200.000 200.000 187.500 150.00(1 
Special rtscn-c fund - - - - - - _ 

Uoilicttct: nscn'e 65,000 - - - - - - -
Genera! reserve 516,000 666.01 ><> 533.0OU 418,0181 .348,001) 27.1.0(H) 212,878 142,878 95,500 88,000 

Hctnincil earnings 60,302 117,226 6,814 12,361 5,055 5.176 129.948 132.357 110,853 86.050 

Toml capital anil nti-ru-e 1,076,890 983.226 739,814 630,361 553,055 478.176 542,826 475.235 .191.853 324.050 

Minority inu-reu - - - - - - 6,605 7.151 - -
Liabilities 

Itteursna' pre-vi-aon Liinf- Term 7,9S5,3S1 6.612.836 5.6ST.9I5 4.652,674 .1.651.545 2.7(.9.(I4I) 2,2.11,515 1,"66,1111 1,309,661 891.872 
InsuiT.iia piiivisi'tn • Nini-iilV 1,512,901) 1,I"1,(IH9 461.676 400,006 301,689 278,288 170,409 161,115 147,38-1 142.! 1.1 
Other hihilitics 1,298,617 X6';.5I9 1.116.1011 908,886 747,609 612,391 425,091 341,090 101.111 115.999 

"Jotal hahtliticj 10,796,898 H.653.474 7,265,691 5.961.566 4.700,843 .1.659,719 2.827,015 2,268,338 1.158,158 1349.9S4 

Total equity and hnhihrira 11,873,788 9,636,71)0 8,005,505 6,591,927 5,253,898 4,137,895 3,376,536 2,750,726 2.152.011 I.674.H34 

Long Term - supplemental 

Assets 

Invtatiticnt-) 7,502,053 S.tn].2i-,7 5,114,610 4,115,508 1,177,726 2,563,415 1,707,550 1303,574 1,145,340 653,155 
Prnpi-rlv, [ibnt 'itlj -.ijuipineiil - - - - - - 172 <m 2.781 5.153 
Oihcr aiscB 947,165 1.066.629 871.668 737.544 509.615 37.1.119 676,073 570,562 269, V,7 ro,722 

Total wets 8,449,218 6.937.896 5.986.278 4,87.1,052 3,887,341 2,936,654 2,383,795 1,875,115 1,417,491 1,029.230 

Dcfctred investment 

(pint reserve - - - - - - - 856 - -
Liabilities 

Insurance ptrmibn • I.ongTcim 7,985.181 6,612.836 5.087.915 4.652,674 3.651.545 2.769,040 231.515 1,766,01.1 1,309.rVil SO 1,872 

lllhcrlubllnicj 463,837 325,tV.O 298,363 220,378 235,796 167,614 152,280 IOS.240 107,830 I37..15H 

'Ibrallialnlitius 8,449,218 6,937,896 5,986,278 4,873,052 3.887.341 2,936.654 2,383.795 1.875,115 1.417.491 1.029.2M) 

2004 200.1 2002 2001 2000 1999 1998 1997 1996 19'H 

Investor tntormaSioii 
Return un act iicets m 24.44 3138 36 45 31.33 29.66 1858 20.25 21.86 26.61 26.64 
Net assets per irurc 53.84 49.16 36.99 31.52 27.65 1191 27.14 13 76 19.69* 16.21)' 
Ma/Vet pike per share 

• 31tt December fits.) 110.00 120.1)11 62.50 43.00 34.00 36.00 35.00 50.00 42 75 54.0(1 

liai tungs pci 5UAie (lb.) 12.68 15.92 11.47 9 87 S.24 4 77 5.S8 6.08 5.24 • i . i r 
Pwe earnings ratio (times] S.67 7.5-1 1.64 4.36 1.12 7.55 5.95 8.21 816 1254 
Market cipitiUumon (Rs. Mn) 2.200 2.40(1 1.250 860 680 720 700 1,000 S02 810 
Dividend pa (hire (Rs.) 5.00 925 8.00 6.00 4.50 8.0B 150 2.10 1.75 • 1.16' 

Employes InformafJoii 
Revenue pet employee (Rs.Mn) S_30 7.68 6.88 6.61 5.0" 3.61 3..30 1.30 2 99 254 

Nci proFit per employee (Ha. UK)) 565 7.10 628 481 37.1 200 267 319 291 249 
Number of employees ( N I K . ) 449 436 429 410 442 477 441 381 360 14/. 
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APPENDIX 7 

Hayleys AIG transfers life insurance portfolio to SLIC 

The Life Insurance portfolio of Hayleys AIG is to be transferred to the Sri Lanka Insurance Corporation 
(SLIC) subject to approval of the courts, the t w o companies announced today. 

Hayleys AIG stopped writing new life policies on June 1, 2004. The current portfolio comprises of 
approximately 1,000 policies with gross written premium of Rs. 8,775,081 million. This does not affect 
the General Insurance operations which Hayleys AIG continues to grow. 

"We chose SLIC because we believe it is best able to provide continuity of professional services to our 
clients, thus ensuring they remain in good hands," said Mike Blakeway, Chief Executive Officer of 
Hayleys AIG. 

"The contracl lernis of llieir policies remain the same and their insurance protection is itot affected. 
Moreover, with the passage of time, a large insurer like SLIC will be able to offer them new products or 
services that better serve their changing needs," he said. 

Notwithstanding the transfer of its life insurance portfolio to SUC, Mr. Blakeway stressed that, as a 
company, Hayteys AIG is committed to Sri Lanka. "We have decided to focus our attention on general 
insurance where we are now actively pursuing a strategy of expansion. W e are one of the largest 
foreign-owned insurers still operating in the country, and have increased the capitalization of our general 
insurance business to fund growth and ensure the long-term strength of the company," he said. 

Mr. Damien Fernando, CEO and Director of SLIC said: "We are confident that we can service the 
former AIG policyholders at a level which exceeds their expectations. Our new customers will be able to 
benefit from our extensive infrastructure and knowledge that has been developed over the last 40 
years." Mr. Fernando went o n to say "Sri Lanka Insurance Corporation manages the largest Life 
Assurance fund in Sri Lanka and is the only rated Insurer, AA- (sri), with over 85 branches Island wide 
and an extensive agent network. The Life fund currently valued at approximately Rs. 25bn allows SUC 
to offer its existing and new policyholders unparalleled stability, exposure to new and innovative 
products and a level of service that cannot be afforded by its competitors, especially given Sri Lanka's 
current volatile political and economic climate." 

The management would like to assure all existing SLIC policyholders that the transfer of the AIG 
portfolio will In no way affect their guaranteed benefits or future growth expectations. 

Hayleys AIG (HAIG) is a partnership between Hayleys and AIG companies. 

American International Group, Inc (AIG) is the world's leading international Insurance and financial 
services organization, with operations in approximately 130 countries and jurisdictions. AIG member 
companies serve commercia!, institutional and Individual customers through the most extensive 
worldwide property-casualty insurance networks of any insurer. In the United States. AIG is the largest 
underwriter of commercial and industrial insurance. AIG's global business also include Life Insurance, 

j financial services, retirement savings and asset management. AIG's financial service businesses include 
| aircraft leasing, financial products, trading and market making. AIG's c o m m o n stock is listed on the 

New York Stock Exchange, as well as the stock exchanges in London, Paris, Switzerland and Tokyo. 

Hayleys Founded in 1878, is a quoted public company with a broad-based shareholding. It is a highly 
diversified conglomerate with businesses in Coir, Rubber, Environment, Agriculture, Plantations, 
Transportation, Inland Marketing, Textiles and Tourism. 

Hayleys AIG combines the local knowledge and strong brand of Hayleys. with the International 
experience, capacity and product range of AIG companies to form a dynamic local company with a 

' powerful International influence. 

I Sri L anka Insurance is the largest and the strongest composite insurance provider in Sri Lanka, with 
over Rs.43.5 billion in assets under management, over half a million policies in force and an average 
claims settlement of Rs.18 million a day. It is the first and only insurance company in the country to be 
assigned a prime rating for insurance financial strength from a global rating agency. With strong re-

I Insurance arrangements, a highly experienced technical knowledge base and the widest online network 
i across the country, the company has over 40 years experience in fulfilling the insurance needs of the Sri 

Lankan people. 

' For further information, contact : Mike B l a k e w a y on 2 3 8 2 2 6 6 or Damien F e r n a n d o on 2357721 
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APPENDIX 8 - QUESTIONNAIRE 

1. Full company name: 

2. Formerly known as/Doing business as: 

3. Chief Executive Officer & his qualifications: 

4. Mailing address: 

5. Year of incorporation: 

6. *2004 no. employees: *2004 no. Field staff: *2004 no. of branches: 

7. Is the company listed in the Colombo Stock Exchange? 

8. If the company is a subsidiary? / name of the parent company: 

9. Do you host/build your own Web site? 

10. Function of company Web site: (Company information / Customer service / 

E-commerce / No Web site) 
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11. Do you plan to spend more on internet operations this year? 

12. What are company's major products offered under the non-life category? 

13. Company's advertising expenditures: (from 2000 - 2004) 

14. What percent of 2004 advertising went to the media: 

(TV % Radio % Print % Internet % Outdoor % Other) 

15. What is your company's NWP estimate for 2005? 

16. What employee benefits does the company provide? 

17. What are the staffing plans next year? 

18. What is the number one barrier to sales growth? 

(Lack of capital / Competition / Labor shortage / Market conditions / Other) 

19. Does the company have: 

*A business plan? *For how many years? *A financial plan? 

20. Does your company expect an improvement in profitability in 2005? 
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21. As compared with 2004, do you expect the combined ratio will be higher or 

lower in 2005? 

22. Will consolidation among insurers increase next year? 

23. Do you expect a recovery in equity markets soon? 

24. Any beliefs as to the peace process will peaked and the pace of claims will 

decline? 

25. Do you expect capacity for malpractices will expand and coverage's become 

more available? 

26. How would you characterise the current competition of the insurance sector? 

27. What are the better cost control systems as an effective way to improve 

profits? 

28. Does the stock market reversal during last year hurts profits? 

29. What is the most important cause of rising premiums in the insurance 

industry? 

30. What are best steps to improve underwriting? 
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31. In what area of the insurance industry does your firm primarily operate? 

32. What are the biggest external problems faced by your company in doing non-

life business? 

33. What are the biggest internal problems faced by your company in doing non-

life business? 

34. Which areas of your business are most in need of improvement? 

35. How does your company assess the following as ways to improve "bottom-

line" profitability? 

• Higher premiums 

• Better cost control 

• Better customer service 

• Elimination of immeasurable risk 

• coverage (e.gi, terrorism coverage) 

• Acquisitions 

• Better underwriting 

• Better asset management 

• Developing new, non-insurance businesses 

• Creating new types of policies/products 

• Improved claims management 

• More effective use of IT 

• New distribution strategies 

• Strategic alliances 
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36. How does your company assess the same factors mentioned above to promote 

"top-line" growth? 

37. Have lower investment returns affected your company's profitability? 

38. What is the most important cause of rising premiums in the insurance 

industry? 

39. To what extent does selling of insurance policies (distribution) affect the 

profitability of your business? 

40. What is your biggest challenge in selling? (distribution) 

4 1 . What are the areas your company intend to open branch offices within next six 

months? 

42. How would you currently describe your company's internal control 

environment? 

43. What area of risk is of most concern to you company? 
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