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Allianz. The company everybody
knows... butcan't pronounce. The
people at Allianz give you the best in
coverage and services. Every
department is built on experienced
personnel, and backed by a worldwide
network of insurance expertise.
Whenever you think ‘insurance’, call us
for all your insurance needs. We are the
experts, you should know.

(Even if you can’t pronounce our name.)
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Vision

Mission

Guiding
Principle

« To be the first choice insurer for customers
« To be the preferred employer in the insurance industry

« To be the number one insurer for creating shareholder value

As a responsible, customer-focused market leader we will strive to
understand the insurance needs of consumers and translate them into

affordable products that deliver value for money

The customer is our most valuable asset and everything we do is aimed at

either winning a customer or retaining a customer.

Vision e Mission e Guiding Principle



Core We value the highest ethical standards
We apply the highest ethical standards to everything we do. Nothing is
Values
more important than our reputation for integrity and honesty and we will
work to ensure that every Allianz employee continually earns and protects

our reputation

We value commitment to excellence
We apply the highest standards of excellence to the products we develop,
the services we provide and the relationships we build with our business

partners

We value respect for individuals

We believe every job at Allianz is important. We recognise, respect, and
appreciate the contributions of each individual by creating a culture that
recognises and values our differences - not only in who we are but also in

how we think and the way in which we carry out our responsibilities

We value our investment in our people
We cultivate an environment that offers employees the opportunity for
growth and advancement, personal satisfaction in work accomplishments,

and the means to share in the Company's success

Core Values Annual Report 2014 |3



About Allianz

Allianz Insurance Lanka Ltd. and Allianz Life Insurance Lanka Ltd., known together as
Allianz Lanka, are fully-owned subsidiaries of Allianz SE, a world leader in integrated
financial services, headquartered in Munich, Germany.

The Allianz Group has as its strategy, profitable and sustainable growth; a well-balanced
and synergetic business portfolio; strong capitalisation; world-class investment
management; and a state-of-the-art risk framework.

In business since 1890, Allianz has catered to the changing
needs of our retail and corporate customers, as well as the
societal frameworks in the different countries we do busi-

ness in.

Allianz SE is among the world’s largest asset managers, with
third-party assets under management of over € 1.3 trillion
as atend 2014. In insurance, Allianz SE is among the world’s
Top Ten insurance companies in terms of revenue, world
leader in credit insurance, and Europe’s largest insurer

by way of market capitalisation. The Group has one of the
world’s strongest solvency ratios - 181% in 2014 - and boasts
one of the world’s best credit ratings among international

insurers.

Allianz SE has been named the World's Most Ethical Insurer
by the Ethisphere institute, the thinktank that recognises
companies that promote ethical business standards and
practices internally, exceed legal compliance minimums,
and shape future industry standards by introducing best

practices today.

Allianz created history in 2006 by becoming the first
company on the Dow Jones Euro Stoxx 50 index to change
its corporate form to a new European legal form, Societas

Europaea (SE).
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Today, more than 147,000 employees worldwide serve over 85
million retail and corporate customers in some 70 countries,
who trust the knowledge, global presence, financial strength

and solidity of Allianz to support them in their moment of truth.

Insurance Operations

As the global leader in Property-Casualty insurance, and
ranked among the top five in Life/Health insurance, Allianz
has, in its portfolio of insurance products, a wide range of
Property-Casualty and Life/Health products for both private

and corporate customers.

Allianz believes in prudent investments when it comes to
ensuring the financial prosperity of our customers. We invest
around € 500 billion for our insurance customers - roughly
the same amount as the Dutch economy generates in one
year. Most of these funds are invested in bonds, equities and

real estate.

Allianz insures many of the world’s largest and architec-
turally significant structures. In Asia alone, this includes
Malaysia’s Petronas twin Towers, one of the world’s tallest
buildings, the MRT (Mass Rapid Transport) in Singapore and
Bangkok, the international airports in Hong Kong, Bangkok
and Kuala Lumpur, Dubai’s Palm Island, the world’s largest

artificial island, and numerous atolls in the Maldives.

About Allianz



About Allianz (Contd.)

Consolidating our leadership position

In the fiscal year 2014, Allianz ranked 78 among
the World's Most Valuable Brands in the Forbes
Lists and occupies the 27th position in the
Global 2000 leading public companies. As of
December 2014, market capitalisation stood at
€62.7 billion.

Allianz achieved an operating profit of € 10.4
billion - a growth of 3.3%, and total revenues

of approximately € 122.3 billion - a growth of
10.4%,in 2014.

Allianz continues to maintain our stability and dominance
in the market with excellent insurer financial strength rat-
ings given by premier global rating agencies. In 2014, the
Group's strong ratings were reinforced by premier ratings
agencies: Standard & Poor’s AA - Stable outlook, Moody's Aa3
- Stable outlook, A.M. Best A+ - Stable outlook.

The Allianz Brand

An exceptional package of global and local corporate social
responsibility initiatives buys into the Allianz brand experi-
ence. At the annual “Best Global Brands” ranking for 2014,
brand consultancy firm Interbrand set the Allianz brand
value at US$7.7 billion, a 15% increase from 2013. This places
Allianz 55th among the world’s top 100 brands, up eight
spots from last year’s ranking. The momentum in growth
that the Allianz brand is presently experiencing puts it on
par with other top global brands such as Google, Samsung

and Nike.

About Allianz

Sustainability

As a long-term risk manager and investor, sustainability

for Allianz is an integral part of business. The excellence of
our corporate social sustainability performance has been
recognised since 2000 by RobecoSAM - which analyses a
company's performance according to specific categories -
with top ranking positions over the past years. This year, too,
Allianz was named one of the sustainability leaders in the
insurance sector, earning special recognition in the areas of
Financial Inclusion, Risk Detection, Principles for Sustainable
Insurance, Brand Management and Stakeholder Engage-
ment. In the assessment of the 2014 Dow Jones Sustainability
Index, RobecoSAM awarded Allianz with the Silver Class
Sustainability Award 2015.

In step with the times

The success of Allianz down the ages is due to our power to
innovate. Concerns about climate change and its implica-
tions have given rise to new, alternative asset classes. Allianz
helps you protect the environment with more than 150 green

solutions that cover all our business segments.

In 2005, Allianz Capital Partners added renewable energy
investments to their portfolio. Allianz believes in involving
itselfin the issues of the times, and has made many innova-
tive contributions towards climate change and reducing
greenhouse gas emissions by investing in renewable ener-
gies, ensuring climate neutrality in business operations, and
designing green products. Allianz owns 48 wind and 7 solar
parks which produce enough energy to supply the require-
ments of a city the size of Milan, Italy. Allianz was also the
world’s first corporate to establish a ESG Board in 2012, a
committee at board level tasked with ensuring that eco-
logical and social issues are considered in decisions made

throughout the organisation.
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About Allianz (Contd.)

An increase in the frequency and severity of data breaches
and IT glitches that pose threats to businesses prompted the
launch of Allianz Cyber Protect, which enables companies to
protect themselves against potential financial and reputa-

tional losses.

We are not able to influence the weather, but we can protect
our clients against its negative consequences. ART (Allianz
Risk Transfer) Weather Solutions proactively tackles the
challenges of climate change. Adverse weather impacts like
temperatures, precipitation, wind speed and sun hours can
result in financial losses across different industries due to
lowered sales or production. ART Weather solutions provides
creative and tailor-made weather insurance solutions which

offer favorable financing terms.

Whether it is an expedition to the North Pole or a flight
through space, Allianz will be at your side when you explore
new worlds. In 2014, Allianz SpaceCo insured 21 space
launches which covered eight different types of launch

vehicles from around the world.

Sponsorships

Allianz sponsors activities in areas which have a strong link
with its business, like road safety and the Formula 1 grand
prix, or helping people re-enter life after an accident through
support of Paralympic sports. The Allianz Junior Football
Camp, the Allianz Golf Camp and the Music Camp with
pianist Lang Lang are projects designed to foster youth in

developing countries and promote intercultural exchange.

As Official Global Partner of Formula 1 racing and insurer

of over 50 million cars worldwide, Allianz uses the fusion of
speed technology and performance of Formula 1 racing to
drive its expertise in safety. The world’s only insurer to have its

own safety research centre, the Allianz Center for Technology
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translates the safety aspects and new technologies in Formu-
la 1 racing into everyday road safety and accident prevention

strategies to improve road safety worldwide.

This commitment to safety was taken into the sponsorship
and financial partnership of the Allianz Arena in Munich,
one of the most innovative and exclusive stadiums in the
world. Allianz has now added four more Allianz stadiums to
the family, with the opening of multi-purpose stadium ‘Al-
lianz Riviera’ in Nice, France, in 2013, and the opening of the
Allianz Parque in Sao Paulo, Brazil, in 2014, the Allianz Park
rugby stadium in London, UK, and the Allianz Stadion, the
new home of Rapid Vienna, a club from the Austrian Football

Bundesliga, which will be completed in 2016.

Since 2006, Allianz SE has been a proud partner of the Inter-
national Paralympic Committee (IPC) and since 2011, the
first “International Partner” of the IPC. Through this strong
partnership, Allianz supports the athletes’ passion for what
they do, their ambitions to achieve their goals and their
remarkable ability to believe in themselves, which mirror the

Company’s own values.

Allianz Lanka

The global strength and solid capitalisation of the Allianz
Group, coupled with local expertise and business know-
how, has been Allianz Lanka’s powerful formula for success.
The Company received registration as an insurer from the
Insurance Board of Sri Lanka in September 2004, to carry out
General Insurance business. Underwriting operations com-

menced inJanuary 2005.

Allianz Insurance Lanka has been one of the fastest growing
insurers in Sri Lanka since inception, with its topline growing
by more than twenty times in the past 9 years. Allianz Life

Insurance Lanka Ltd., too, has grown by more than 80 times,

About Allianz



About Allianz (Contd.)

to become a leading Life insurance company in Sri Lanka
in just six years of operations. The Company opened 18

branches in 2014, which brings its total branch tally to 54.

Allianz Lanka has achieved many ‘firsts’ that have re-defined
industry benchmarks along the way. Among these, the

company was:

« the first Non Life insurance company to
achieve Rs. 1 billion in premium income

within the first five years of operations

« the first Non Life insurance company to record
an underwriting profit in the second year of

operations

« the first Life insurance company to make
Rs. 100 million gross written premium within

the first year of operations

« the first and only insurance company to
comply with the statutory requirement of
having two separate legal entities for Life and

Non Life business

Allianz Lanka insures some of the key infrastructure projects
and buildings in Sri Lanka, including wind power projects,
power plants, mega infrastructure road projects, water treat-
ment plants and pipe laying projects, high-rise buildings and
prime residential condominiums as well as resort construc-

tion projects in the Maldives.

About Allianz

The International Paralympic Committee (IPC) partnership
was brought to Sri Lankan shores in 2013. Allianz Lanka
partners the National Federation of Sports for the Disabled
(NFSD), Sri Lanka, and supported Sri Lanka para athletes

at the 2014 Asian Para Games. Allianz Lanka continues to
actively popularise Paralympics in Sri Lanka in preparation

for the 2016 Rio Paralympic Games.

During 2014, Allianz Lanka continued its annual sponsorship
of teenage football enthusiasts from impoverished homes,

to attend junior football camps in Munich, Germany, and
Bangkok, Thailand, a sponsorship begun in 2013, which will

continue annually.

Allianz celebrates 125 years in insurance in 2015. We are
confident that we will continue to maintain our position as a
top Fortune 500 company many more decade into the future,
building on our core values of trust, integrity, reliability and

professionalism.

To our valued customers, we pledge that, whatever the
volatilities of nature, the adverse trends in financial markets,
personal losses and emergencies faced in the course of daily
life, we will stand by you to protect and support you in your
moment of truth, and to partner you in your quest to be

whatever you want to be.
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Allianz Lanka at a Glance

Change Change Change Change Change
2014 from 2013 from 2012 from 2011 from 2010 from 2009
previous previous previous previous previous
year year year year year
NON LIFE INSURANCE
Income Statement
Gross written premium (Rs. ‘000) 2,923,611 39% 2104591  38% 1,521,463 1% 1,501,300 2% 1469533 25% 1174822

Underwriting profit/(loss) after expenses (Rs.'000) (128,608) -241% 90931  -50% 183,401 4% 175,737 40% 125926 101% 62,603

Profit/(Loss) before tax (Rs. ‘000) 13,518 -95% 249228  -20% 310,899 1% 281,191 27% 221,305 40% 158312

Balance Sheet

Total assets (Rs. '000) 3,364,434 2% 2721215 38% 1,970,061 10%  1,793914 1% 1615454 46% 1,105444
Shareholders’ equity (Rs. ‘000) 896,867 2% 875510  12% 780,285  16% 671,743 8% 620,122 44% 431946
Return on net assets (%) 241% -89% 212%  -25% 2941%  -16% 34.92% 29% 2698% 3% 21.7%
Earnings per share (Rs.) 0.74 -89% 775 -16% 9.18 -2% 9.38 40% 6.69  40% 479

Change Change Change Change Change

2014 from 2013 from 2012 from 2011 from 2010 from 2009
previous previous previous previous previous
year year year year year

LIFE INSURANCE

Income Statement
Gross written premium (Rs. ‘000) 838,326 1% 828790  56% 532,141 51% 351,299 2% 204814 101% 101,816
Loss for the period (Rs. ‘000) 71,053 -16% 39527 -34% 59,587 1% 58,506 -53% 123,978 64% 75,716

Balance Sheet

Total assets (Rs. '000) 1,467,970 36% 1,077,008 72% 626,712 29% 485,034 62% 299,797 10% 273503
Investments (Rs.‘000) 1,186,394 31% 908,592 73% 523,259 29% 393,807 78% 221,193 17% 189,150
Shareholders' equity (Rs. ‘000) 228,764 -13% 261,958 69% 155,104  -30% 221,480 40% 158,086 -4% 164,632

Allianz at a Glance Annual Report2014\9



Directors’ Profiles

Heinz Dollberg

Senior Advisor to the Board of
Allianz SE, Asia, Middle East,
North Africa division

Heinz Dollberg joined the

Allianz Group in 1978. Since

then he has gained experience

in various positions with the

Group, which include General

Manager of the International

Department, Vice President of the Overseas Division, Allianz
Group, Munich, Chief Representative of the Allianz AG Tokyo
office, Deputy Managing Director of Allianz Cornhill

Insurance in Hong Kong, Regional Director of the Allianz
Group in Munich, and promoted thereafter to Vice President of
the Overseas Division, to name a few. He also held board
memberships at Allianz Ayudhya Assurance Public Co. Ltd.
(Thailand), Allianz China Life Insurance Co. Ltd. and Allianz
China General Insurance Co. Ltd. (China), P.T. Asuransi Allianz
Life Indo and P.T. Asuransi Allianz Utama (Indonesia) and

Allianz companies in the Middle East.

He was subsequently appointed as Executive Vice President

of Allianz with responsibility for the Allianz business in Asia,
Middle East, and North Africa. In this capacity, he functioned as
Chairman/ Director of various boards including Bajaj Allianz
General Insurance Co., Ltd. (India), Bajaj Allianz Life Insurance
Co. Ltd. (India), Allianz Insurance (Hong Kong) Ltd., and Allianz
Fire and Marine Japan Ltd. Following his retirement in December
2010, Heinz was appointed Senior Advisor to the Board of the
Allianz SE, Asia, Middle East and North Africa division.

He read for a degree in law from the University of Freiburg,
Germany. He was appointed Honorary Professor by the
Southwestern University of Chengdu, a premier university for
finance and economics in China, in March 2006, and by the

Tongji University of Shanghai in November 2006.
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Surekha Alles
Chief Executive Officer

Allianz Lanka

Surekha was appointed to the

Board of Allianz Insurance

Lanka Limited and Allianz Life

Insurance Lanka Limited in

June 2010. She joined Allianz

Insurance Lanka Limited as

Head of General Insurance

Operations in 2005, and was appointed Chief Executive

Officer one year later.

Surekha counts over 25 years in the insurance industry and
has held various senior management positions in diverse
areas of insurance. She is a Fellow of the Chartered
Insurance Institute, London, a Chartered Insurer, and holds
a MBA from the University of Western Sydney. She is also

a Senior Associate member of the Australian New Zealand

Institute of Insurance and Finance.

Directors' Profiles



Directors’ Profiles (Contd.)

Rangam Bir

Chief Executive Officer
Allianz Life Insurance
Malaysia Berhad

Rangam has 18 years of wide-

ranging insurance experience

spanning both Life and Non

Life insurance across Europe,

Middle East, Africa and Asia.

He was appointed as the Chief

Executive Officer of Allianz Life Insurance Malaysia Berhad in
November 2014.

He joined Allianz in 1997 as an underwriter and moved

in 2002 to Munich where he functioned as Head of Life &
Health, Head of Sales & Marketing of the Central and Eastern
European Markets; Country Manager of South Africa; and
Regional Chief Business Officer of Allianz New Europe
Management. While in Munich, Rangam was appointed to
the Board of Directors of Allianz Insurance Company,
Russia, Allianz ROSNO Life Insurance Company, Russia,
Allianz ROSNO Asset Management Company, Russia and
Allianz-Tiriac Asigurari S.A. Romania. He also served as
Chairman of the Board of Directors of Allianz Direct New

Europe Sp. z. 0. 0., Poland, from 2006 to 2010.

He was appointed Chief Executive Officer of Allianz Tiriac
Asigurari S.A,, Romania in May 2010, which position he held
for over two years. During his tenure in Romania, he also
functioned as Chairman of the Board of Directors in
Allianz-Tiriac Pensii Private and as President of the Board of
Directors of UNSAR, Romania’s national association of

insurance and reinsurance companies.

In August 2012, Rangam moved to Singapore as Regional
General Manager of the Property and Casualty Division of the

overall Asia Pacific region. From 2013, he headed the regional

Directors’ Profiles

Life and Health business as well. While in Singapore, he was
interim Chief Executive Officer of the general insurance
business in China, and a member of the executive committee
of the CPIC Allianz Health Insurance Company, in addition

to holding chairmanship of the Board of Directors of Allianz
Taiwan Life Insurance Company, Allianz C.P. General Insurance

Public Co. Ltd., Allianz Lanka and Allianz General Laos.

He holds a MBA and is an electronics engineer by training.
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Financial Overview

NON LIFE INSURANCE

Gross Written Premium (GWP)

Rs. million
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The Company’s GWP for the year grew by 39%, far exceed-
ing the industry growth of 4%, YoY to Rs. 2,924 million. Rapid
branch expansion and aggressive growth in the motor and

accident businesses were the key growth drivers.

The non-motor business has always been the dominant
contributor to the Company. This year, too, the contribution
from non-motor business stood at 73% of total business and

saw a growth of 33%.

The Company saw a robust growth of 56% in its motor busi-
ness driven by expansion in retail business lines, and largely
outperformed the industry growth of 5% during the period.
The contribution to GWP from the motor class increased to
27%, from 24%1in 2013 and 9% in 2012.

Financial Overview



Financial Overview (Contd.)

Underwriting Results

Rs. million
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Financial Overview (Contd.)

Investment Portfolio
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Despite the downward revision of policy rates, the Company
managed to achieve an investment income of Rs. 126 million,
a slight reduction of 3% YoY. The investment portfolio saw a
healthy growth of 15% to Rs. 1,295 million during the year. A
majority of the Company’s portfolio is held in government
securities and fixed deposits as entailed by the Company’s

prudent risk strategy.

The Company's investment strategy is aligned with the
guidelines set by the Allianz Group, which serves as the basis

for investment decisions.

Given the nature of the size and frequency of liability claims
in the Non Life insurance industry, the Company ensures
that it maintains a highly liquid portfolio. Around 76% of
the investments were held in government securities while
most of the remaining 17% was invested in short-term fixed

deposits.

Financial Overview



Financial Overview (Contd.)

Asset Composition
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Liability Composition
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benefits: 0.4%

Yy,
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underwriting results.

Other
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The net assets of the Company as of end 2014 stood at Rs. 897

million, which is a 2% growth despite its negative impact on
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Financial Overview (Contd.)

Solvency Margin
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The solvency margin expresses an insurer’s ability to pay in-
surance benefits and other payments, and is a vital measure

of its financial stability.

The Company’s solvency margin by end 2014 stood at 1.4,
which is comfortably above the regulatory minimum.

ROE dropped to 2.4% in 2014, compared to 25.6% in 2013,
mainly due to the strain on profitability from the heavy
expansion activities during the year. However, the Company
expects the investment in growth to positively contribute to

increase shareholders’ value over the long term.

Financial Overview



Financial Overview (Contd.)

Earnings per Share (EPS)
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Financial Overview (Contd.)

LIFE INSURANCE

Gross Written Premium (GWP)

Rs. million
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The increase in Life insurance premiums this year was mar-

ginal, due to changes in the agency structure and changes in

the product portfolio.

The dominant product is Universal Life, which accounted for

88% of the portfolio. Unit Linked, as a new product, shared 9%

of the product portfolio.

Financial Overview



Financial Overview (Contd.)

Investments

Rs. million
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2013

2014

The investment portfolio grew by 37% YoY, mainly due to new

investments and mark-to-market gains. Despite the Central

Bank reducing interest rates during the year, the Company

was able to maintain growth in investment income from

high- yield securities invested in the previous years. The

majority of the Company’s investments are in government

securities.

The Life Fund increased by 65% during the year under review.

The Life Fund has shown a compound annual growth rate of

102% over the last four years.
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Financial Overview (Contd.)

Investment Portfolio - Asset Allocation
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The Company’s investment strategy is aligned with the
guidelines set by the Allianz Group, which serve as the basis
for investment decisions. The Company’s objective is to con-
tribute to the growth of surplus through capital appreciation,

and to earn competitive risk- adjusted returns.

Long term treasury bonds continued to dominate invest-
ments and accounted for 69% of portfolio assets, while high

quality fixed deposits accounted for 15%.

The strategic asset allocation has been set to ensure that
duration mismatches between the Company’s assets and
liabilities are minimised, to reduce interest rate risk and
liquidity risk.

Liability Composition

Reinsurance

payable: 2% 7\

Other
liabilities: 23% ——

Unit
linked funds: 8% =

Universal
—— life fund: 67%

Financial Overview



Statement of Value Added

NON LIFE INSURANCE

Value Addition 2014 2013 2012 2011 2010 2009
Rs.'000 Rs.'000 Rs.’000 Rs.'000 Rs.'000 Rs.'000
Net premium 1,421,992 684,309 435,561 336,747 293,437 265,074
Investment, commission and 474,534 445,540 424,328 389,323 365,336 301,132
other income
Net claims (1,109,326) (317,839) (163,837) (139,168) (172,754) (150,698)
Cost of external services (274,238) (134,664) (116,399) (91,867) (53,152) (99,454)
Total value added 512,962 677,346 579,653 495,035 432,867 316,055
Value Distribution Rs.'000 % Rs.'000 | % Rs.'000 % Rs.'000 | % Rs.'000 | % Rs.'000 | %
To employees as salaries 207,365 | 42 241366 | 36 117,508 | 20 61,575 | 12 34,534 8 24,245 8
and other benefits
To intermediaries as 228384 | 43 165,906 | 24 133,191 | 23 132,260 | 27 154,898 | 36 117328 | 37
commissions
To the government as taxes - - 55,408 | 8 81382 | 14 46594 | 9 53,996 | 12 38,646 | 12
To the shareholders as dividends - 111,250 | 16 125000 | 22 158333 | 32 - -
Retained with the business
- as depreciation 55,565 | 10 21,417 3 18,109 3 14,748 3 22,130 5 16,170 5
- as revenue reserves 21,648 4 81,999 | 12 104,463 | 18 81,525 | 16 167,309 | 39 119,666 | 38
Total value distributed 512,962 |100 | 677,346 (100 579,653 | 100 495,035 | 100 432,867 (100 316,055 | 100
Rs.000 Rs.000
2000000 Value Addition Value Distribution
| 800,000
1,500,000 [ ]
1,000,000 600,000 . |
500,000 .
400000
2009 2010 2011 2012 PIE] - . -
i I = B .
200,000
(500,000) . I
0 2009 2010 2011 2012 2013 2014
(1,000,000) I To employees as salaries and other benefits [ To the government as taxes
I et premium [ | Co;t of extema.\ services ) To the shareholders as dividends
Investment, commission and other income I Net claims Tointermediaries as commission M A depreciation
(1,500,000) As revenue reserves

Statement of Value Added
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Statement of Value Added (Contd.)

LIFE INSURANCE

Value Addition 2014 2013 2012 2011 2010 2009
Rs.'000 Rs.’000 Rs.'000 Rs.'000 Rs.'000 Rs.’000
Net premium 783,018 784,600 497,452 329,558 192,569 94,322
Investment and other income 125,236 78,931 52,753 31,087 30,092 33,819
Net claims and benefits (38,562) (23316) (15,877) (12,612) (5,715) (3.283)
Cost of external services (278,292) (256,509) (167,200) (124,151) (112,991) (95,056)
Total value added 591,400 583,706 367,129 223,882 103,954 29,802
Value Distribution Rs.'000 % Rs.'000 | % Rs.'000 % Rs.'000 | % Rs.'000 | % Rs.'000 | %
To employees as salaries 110,663 19 103,447 | 18 72,039 | 20 52,765 | 24 83,365 | 80 49,136 | 165
and other benefits
To intermediaries as 150,816 26 167,881 | 29 150,136 | 41 108,782 | 49 78926 | 76 45,781 | 154
commissions
To the government as taxes - - - - - - - - - - - -
To Life policyholders as increase 384,958 65 335,881 | 58 191674 | 51 112933 | 50 58,289 | 56 7317 | 24
in Life Fund
Retained with the business
- as depreciation 16,016 3 16,024 3 12,867 4 10,015 4 7,352 7 3284 | 11
- as revenue reserves (71,053) |-12| (39527) | -7 (59,587) | -16| (60,613) | -27 | (123,978) t119 (75,716) |-254
Total value distributed 591,400 |100 583,706 |100 367,129 | 100 223,882 (100 103,954 |100 29,802 [ 100
Rs./000
Rs-000 Value Addition 1000000 Value Distribution
1000,000
800,000 .
800,000 B
600,000 |
600,000
400,000 | |
400,000 —_—
2000000
2009 2010 2011 2012 2014

M 2010 2011 2012 2013 0

0

I Net premium
Investment and other income

22| Annual Report 2014

I As depreciation
As revenue reserves

I To employees as salaries and other benefits
I Cost of external services
To Life policyholders as increases in Life fund

I Net claims and benefits

Statement of Value Added



Economic Overview

Sri Lankan Economy

The Sri Lankan economy grew by 7.4% in 2014, supported by
an increase in domestic economic activity as well as strong
growth in the external sector. Global economic conditions
continued to improve especially in export destinations,
which improved the trade balance deficit. The unemploy-
ment rate dropped to 4.3%, from 4.4% in 2013.

Annual average inflation declined to 3.3% in December 2014,
from 6.9% in December 2013. The Central Bank maintained
an eased monetary policy to stimulate further economic
activity, and the lending rate was further reduced during the

year under review.

The financial system remained stable throughout 2014.
Domestic financial markets maintained liquidity, with the
stock market and corporate debt markets gathering

momentum.

National Output and Expenditure

Real economic growth in 2014 was 7.4%, compared with 7.2%
in 2013. This was driven by favourable macro-economic
conditions supported by the relaxed monetary policy, and
export growth supported by the recovery in global
economies. GDP growth is mainly attributable to the
expansion in the industrial sector supported by moderate

growth in the services and agriculture sectors.

Economic Overview

Real GDP Growth and Sectoral Contribution
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Source: Annual Report 2014, Central Bank of Sri Lanka

Composition of Domestic Expenditure - 2014

Private Government
investment:21% investment: 6%

Government
consumption: 12% ___

Private
consumption: 60%

Source: Annual Report 2014, Central Bank of Sri Lanka

Consumption expenditure growth slowed down slightly,
reflecting low inflationary expectations. Government con-
sumption expenditure grew by 15.9%. Growth in 2014 invest-
ment expenditure is 13.5%, primarily due to the significant
growth in construction. Foreign direct investments increased
by 9.8% in comparison with 2013 figures. Domestic savings
during the year is 21% of GDP.

Annual Report 2014 |23



Economic Overview (Contd.)

Inflation

Inflation was maintained in the low single digits during
2014.YoY inflation as measured by the change in Colombo
Consumers’ Price Index (CCPI, Base: 2006/07 = 100) came in
at 2.1% in December 2014. Headline inflation was 3.3% on an
average annual basis. Core YoY inflation was 3.2% as of De-
cember 2014, compared with 2.1% in 2013, with the average
annual core inflation at 3.5%, against 4.4% at end-2013.

Inflation

33

2.1

2011 2012 2013 2014

YoY Annual average

Source: Annual Report 2014, Central Bank of Sri Lanka

Interest Rates

Interest rates decreased to historically low levels in 2014,
reflecting monetary policy easing. Yield rates on government
securities also reached historically low levels during 2014,
driven by excess liquidity in the domestic money market and
low private sector demand for bank credit, Treasury bill and

Treasury bond rates.

Yield on 364- day Treasury bills decreased to 6.01% by end-
2014, from 8.29% at end-2013. Treasury bond yields in the
secondary market decreased by around 211bps, to 303bps

24| Annual Report 2014

across the yield curve (2-10 years) by end-2014 compared to
end-2013.

Treasury bill and Treasury bond Rates
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Exchange Rates

The Sri Lankan rupee appreciated against the U.S. Dollar in
the first three quarters of 2014 due to the inflow of foreign
exchange by way of international bond issues, foreign invest-

ments, export earnings and worker remittances.

Foreign Exchange Rates (Rupees per unit of foreign currency)
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Economic Overview (Contd.)

Financial Sector

The financial sector continued to expand, supporting the
growth momentum of the economy. The stability of the sec-
tor improved in 2014 driven by adequate liquidity and capital
levels coupled with enhanced regulatory, risk management

and governance practices.

Movements of share price indices

Source: “Recent Economic Developments: Highlights of 2014 and pros-
pects for 2015”, Central Bank of Sri Lanka

Equity market performance improved in the first 9 months
of 2014 supported by the downward trend in interest rates,
foreign investor participation and expectations of better

corporate earnings.

The All Share Price Index (ASPI) increased by 22.7%, surpass-
ing the 7,000 mark during the first nine months of 2014,
while the S&P SL20 index increased by 23.7%. Market liquidity
improved, as indicated by the increase in average daily

turnover.

There were four [POs in the first 9 months of the year.

Insurance Industry

The insurance sector in Sri Lanka recorded a moderate
increase in GWP of 5.14%, compared to 8.97% in 2013. The
total GWP across Life and Non Life insurance sectors came in
atRs.100 billion in 2014, compared with Rs. 95 billion in 2013.

Economic Overview

There are 21 insurance companies operating in the country,
of which five companies offered only Non Life insurance

while three companies offered only Life insurance.

Life vs. Non Life

Life: 43%

Non Life: 57%

Source: Annual Report, Central Bank of Sri Lanka

Non Life Insurance

Non Life Insurance GWP increased by 4% in 2014 to Rs. 55 bil-
lion. This sector continues to be dominated by motor insur-
ance, which accounted for 61% of GWP. Motor GWP recorded
aYoY growth of 9% during the year.

Non Life Insurance Industry GWP

0

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Source: IBSL Statistical Review

Allianz Insurance Lanka performed significantly better than
the industry, in both non-motor and motor segments. The
total Non Life GWP growth YoY was 39%, compared with the
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Economic Overview (Contd.)

industry average of 4%. The Non-motor segment GWP growth

was 33% while motor GWP growth came in at 56%.

Non Life GWP Growth
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Non Motor
w
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Source: Insurance Association of Sri Lanka

Life Insurance

Life insurance GWP grew by 9% to reach Rs. 44.6 billion in
2014, from Rs.40.9 billion in 2013, driven by growth in both
first year premium and renewal premiums. Life insurance
penetration as measured by the ratio of GWP to GDP remains

low at 0.5%, indicating strong growth potential.

Life Insurance Industry GWP
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Allianz Life Insurance Lanka recorded a growth of 42% in
renewal premium GWP, significantly better than the industry
growth of 8%. Total GWP growth came in low, driven by a

decline in first year premium.

Regulatory Developments

The Insurance Board of Sri Lanka published a revised Risk
Based Capital framework in October 2013, following four
quarters of voluntary road test submissions, evaluation

of the road test results and feedback from the industry. A
parallel run is continuing from the first quarter of 2014 to
December 2015, whereby all insurers are required to submit
results on a quarterly basis using both rules.

As per the Regulation of Insurance Industry (Amendment)
Act No. 3 0f 2011, the minimum capital requirement for
insurance companies would be increased by February 2015
with the objective of promoting their financial stability. Ac-
cordingly, all insurance companies registered on or before
30June 2011 are required to increase their minimum paid
up share capital to Rs. 500 million for each class of insur-
ance business. Allianz Life Insurance Lanka Ltd. meets this
requirement already.

In addition, composite insurance companies are required
to separate Non Life and Life insurance businesses into two
separate legal entities by February 2015. Allianz Insurance
Lanka is already in compliance with this requirement.

Source: Insurance Board of Sri Lanka, Insurance Association of Sri Lanka,

Central Bank of Sri Lanka
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Risk Management

The Allianz Risk Management approach is de-
signed to add value by focusing on both risk and
return.

Risk management is an integral part of the management
and control system, ensuring the timely identification,
analysis, measurement, management and reporting of risks.
This system provides the basis for successful value-based
management, including the efficient allocation of capital
and the optimisation of key performance measures through
consistent consideration of risk-return implications.

The Company's risk appetite is defined by a clear risk strat-
egy and limit structure. Close risk monitoring and reporting
allows the Company to detect potential deviations from pre-
determined risk tolerance levels at an early stage.

The following risk assessments and reporting are conducted
on a periodic basis:

Top risk assessment: The key risks faced by the Company
are reviewed on a quarterly basis along with the status of the
mitigation plans. In addition, any new risks identified as a
result of new product launches or changes in the business
strategy will be evaluated and assessed. The risks and action
plans are reported to the Allianz Asia Pacific (AZAP) Risk
Management team.

Solvency assessment: Solvency is reviewed on a monthly
basis whereby a detailed analysis is conducted to identify the
reasons for periodic movements. The Capital-at-Risk meth-
odology has been adopted to carry out the monthly solvency
stress test in order to identify the most sensitive variables
affecting solvency and to determine the internal threshold.
Again, the AZAP Risk team receives a monthly report.

Qualitative Risk Assessment: Key risks, including main
operational risks on risk governance and culture, capital and
limits, reporting and model coverage, and internal control
framework are evaluated. Status updates along with time-
lines are reviewed and reported to the regional team.

Risk Management

Loss Data Capture: The Company has pre-defined inter-
nal as well as Group reporting thresholds above which all
operational loss events are reported to senior management
and the region. Operational loss events including fraud, are
flagged to the CRO by the respective department heads, with
a quarterly sign-off obtained by the CRO to ensure that this
has been adhered to.

Risk Management Committee (RiCo)

The RiCo held two meetings during the year, where the main
item on the agenda was an update by the Chief Risk Officer
(CRO) on the Company's top risks and the status of the
mitigation plans. Potential risks that can arise from changes
in the economic or regulatory environment, such as the
implementation of the proposed Risk Based Capital (RBC)
framework, was also deliberated.

The Capital-at-Risk methodology, which has been adopted
to determine the internal threshold for the solvency margin,
was another topic of interest, along with the new investment
limits framework that was implemented.

Top Risks

Top risks to which the Company is exposed to have been
identified and actions were taken to monitor, control and
mitigate them. A brief description is provided below:

Interest Rate Risk

Interest Rate Risk is the risk of interest rate volatility ad-
versely affecting the value of the investment portfolio. In an
increasing interest rate environment, there will be a drop

in the market value of treasury bonds and bills, as well as
trading corporate bonds which will adversely impact the
solvency margin. The Company has devised and implement-
ed a strategy to re-align its investment portfolio in order to
reduce the sensitivity of the solvency margin to interest rate
volatility.
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Risk Management (Contd.)

Credit Risk

Credit Risk in the Company’s context primarily includes
counter-party default risk. This is the risk of failure of
financial institutions with which the Company has placed
deposits, to meet their obligations. In addition to strict limits
on single counter-party exposure, the Company follows a
prudent credit policy which limits its investments to high
grade corporate credit in line with the Allianz Group policy,
and above the regulatory minimum criteria. The Company’s
investment approach is also guided and monitored by
Allianz Insurance Management, Singapore, as per Allianz
Group policies on investment.

Credit risk to external reinsurers appears when insurance
risk exposures are transferred by the Company to external
reinsurance companies, to mitigate insurance risk. Potential
losses can arise either due to non-recoverability of reinsur-
ance receivables already present or default on benefits that
are under reinsurance treaties in force. The Company’s
exposure to reinsurance risk is minimal, as the majority of
reinsurance is placed with Allianz Re and with reinsurers
with strong credit ratings approved by the Group.

Currency Risk

Currency Risk is the risk of exchange rate movements ad-
versely affecting profitability. Based on our foreign exchange
management limit framework, currency risk is monitored
and managed by the Investment and Risk Management func-
tions. The Company is primarily exposed to movement in the
USD-LKR as a portion of premium income as well, as a part
of reinsurance payments are in USD.This risk is managed

by way of a direct hedge whereby USD inflows are matched
with outflows, and the excess converted at an exchange rate
deemed favourable at the time.

Liquidity Risk
Liquidity Risk is the risk of the Company not being able to
meet short-term or future payment obligations, and the
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risk that in the event of a liquidity crisis, re-financing is only
possible at higher interest rates or by liquidating assets at

a discount. The risk of this materialising is very low, as cash
receipts and payments are monitored on a weekly basis with
cashflow projections. In addition, pre-determined minimum
buffers are maintained in terms of liquidity tiers, to ensure
the availability of funding to meet unforeseen obligations.

Underwriting Risk — Non Life

The Non Life insurance businesses are exposed to premium
risk related to the current year’s new and renewed busi-
ness as well as reserve risks related to the business in force.
Changes in profitability over time are measured based on
loss ratios and their fluctuations. We face the risk that un-
derwriting profitability is lower than expected. The volatility
of the underwriting profitability measured over one year
defines our premium risk. Premium risk is subdivided into
natural catastrophe risk, terror risk and non-catastrophe
risk. The Allianz Insurance Lanka underwriting guidelines
and procedure manual has clear underwriting limits in
place that take into account our business environment. It is
periodically reviewed and updated with changes in Group
guidelines and requirements. Periodic training is conducted
by the Chief Underwriting Officer for all staff in the technical
team.In addition, risks are mitigated by external reinsurance
agreements. All these measures contribute to the limitation
of risk accumulation.

Underwriting Risk — Life

Underwriting risks of our Life/Health operations (biometric
risks) include mortality, disability, morbidity and longevity
risks.

« Mortality, disability, and morbidity risks are risks asso-
ciatedwith the unexpected increase in the occurrence
of death, disability or medical claims on our traditional
products includingon our traditional life and health insur-
ance products.

Risk Management



Risk Management (Contd.)

e Longevity risk is the risk that due to changing biometric
assumptions, the reserves covering our portfolio might not
be sufficient. Biometric assumptions such as life expec-
tancy, play a significant role.

As profitability calculations are based on several parameters
like historical loss information, assumptions on inflation or
on mortality and morbidity, the realised parameters can dif-
fer from the ones used for the calculation. Periodic reviews of
assumptions used to generate reserve requirements are car-
ried out and assumptions are revised in line with experience
to minimise the risk of reserve inadequacy. Premium rates
are also reviewed periodically to ensure they adequately
reflect risks covered based on past claims experience.

Sound practices governing product development that clearly
defines roles and responsibilities and approval structures,
are in place to mitigate underwriting risks at an early stage.
This will be further strengthened by the adoption of the Al-
lianz Asia Pacific Product Approval Framework in 2015.

Operational Risk

Operational Risk remains a top priority for the Allianz Group
as well as the Company. Operational risks represent losses
resulting from inadequate or failed internal processes,
personnel and systems, or from external events such as the
interruption of business operations due to a breakdown of
electricity or a natural catastrophe, or damage caused by
employee fraud or losses caused by court cases. Identifica-
tion, assessment and quantification of operational risks
through the risk and control self-assessment exercise were a
key focus during the year. In addition, the Company moni-
tors and records operational loss events through the Loss
Data Capture process on a quarterly basis. These events are
assessed, reviewed and mitigation actions put in place.

Reputation Risk

Reputation Risk is the risk of direct loss or loss in future busi-
ness caused by a decline in the reputation of the Company

Risk Management

among its stakeholders (i.e. shareholders, customers, staff,
business partners or the general public). For example, every
action, existing or new transaction or product can lead to
losses in the value of the Company’s reputation — either di-
rectly or indirectly — and can also result in losses in other risk
categories.The Reputation Management Committee which
comprises senior management from each key function
meets on a periodic basis to address any reputational issues
that have been brought to attention, or issues that might
have potential reputational impact.

Annual Highlights

Customisation and implementation of the Investment Limits
Framework was a key area of focus during the first quarter

of 2014. Previously set thresholds on asset class and single
counterparty exposure limits were reviewed and adjusted, if
deemed necessary, to suit local requirements.

The Company, along with all other Asia Pacific operating
entities, adopted the Capital-at-Risk methodology to set

its internal solvency threshold. The Capital at Risk (CaR)
measures the potential reduction of the net asset value
(based on statutory values or fair values) over the next year.
CaRis measured using a 90% confidence level (i.e. ‘1in 10’
stress scenario). For each major risk type it was required to
calculate the value sensitivities based on the existing local
solvency approach, applying the 90% confidence level. The
risk appetite for CaR is measured against available capital
and net asset value.

During 2014, the Company revised its Risk Policy in order to
align it with the Allianz Group Risk policy. In addition, both
Allianz Insurance Lanka Limited and Allianz Life Insurance
Lanka Limited adopted the Group Capital Management
Policy. The objective of the policy is to ensure an adequate
capitalisation in line with regulatory requirements and the
Company’s risk appetite.
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Risk Management (Contd.)

Audits of the external fund management process for the
Unit-linked product is carried out on a quarterly basis to
ensure the funds are being managed as per the guidelines
and limits set forth in the agreement. Monthly reports are
submitted to the local risk team by the investment officer.

Audits of the welcome call process for the Unit-linked prod-
uct are conducted on a semi-annual basis in order to identify
and minimise any mis-selling. A quarterly submission is sent
by the underwriting department to local risk and compliance
detailing the key observations.

The CRO attended the Allianz Asia Pacific CRO Conference
in Singapore at which the priorities for 2015 were discussed
and agreed on.

RISK MANAGEMENT - HIGHLIGHTS FOR 2014

» Adopt the Allianz Asia Pacific product approval governance
framework

 Setup an asset-liability management working group to
facilitate liability- driven investing

o Further strengthen internal risk governance processes
with greater focus on model risk management

e Explore risk segmentation in motor pricing to balance
underwriting risks with competitiveness

e Widen and strengthen the company-wide operational loss
data capturing and reporting process

1Q14 | Adoption of Investment Limits framework

2Q14 | Adoption of Capital-at-Risk methodology

3Q14 | Review and update Risk Policy

Adoption of Capital Management Policy

Annual review and update of Risk Strategy and Appetite

4Q14  Allianz Asia Pacific CRO Conference

Risk and Control Self Assessment

Priorities for 2015
The Company’s primary objectives for the year ahead are:

» To continue to promote the risk management culture
within the organisation

o To comfortably meet regulatory solvency targets and RBC
parallel run submissions

o Adopt earnings-at-risk methodology to set internal thresh-
olds on earnings volatility

e Compute and monitor economic solvency
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Compliance for Effectiveness and Efficiency

It is vital for an insurance provider to have an established
reputation among its customers, shareholders, employees
and the general public, based on the integrity of its
performance at all times. Allianz rigorously conducts its
business in accordance with all applicable laws, rules, and
standards issued or endorsed by regulators, and emulates
good market practices and fair dealing in all areas of
business. Compliance plays a major role in building and
maintaining a culture of integrity through all compliance
programmes within the Allianz Group. Compliance is
followed in establishing and maintaining dialogue between
the compliance department, senior management and the
workforce, and key governance functions recognise the
compliance department as being a trusted advisor within the
Group.

At Allianz Lanka, too, the compliance function plays a key
role in the internal control system of the Company in sup-
porting and monitoring compliance with applicable laws,
regulations and administrative provisions to protect Allianz
and its employees from regulatory and reputation risks. In
building a culture of integrity and compliance, the follow-
ing elements were strictly considered as essentials within

Allianz Lanka;
e Trust- among employees and towards the compliance
function

o Transparency - to create trust and avoid myths and rumors

about compliance

o Accountability — a key item that shows the positive and

negative consequences of employee behavior

o Speaking up — allows staff to raise concerns internally

without fear of reprisal

Compliance for Effectiveness and Efficiency

Compliance highlightsin 2014

Allianz Lanka was more focused on preparing for implemen-
tation of the new Group guidelines, and accommodating
the new guidelines given by the Central Bank of Sri Lanka on

anti-money laundering processes in the following areas:

Anti-Trust Guidelines

To promote free and fair competition for the benefit of
customers, investors and employees, anti —trust minimum
standards were rolled out by the Group. In situations where
local laws on the restriction of competition and/or abuses
of a dominant market position were not stringently adhered
to, Allianz Lanka made every effort to conform with Group
standards. In order to practice local laws in conformity with
Group guidelines, all senior managers underwent on-line
training conducted by the Allianz Group. Face to face train-
ing based on regional training guidelines was conducted
for all those employees who could be exposed to situations
of compliance in the course of their business dealings.
Anti-trust risk assessment was carried out and the Sri Lanka
regulatory impact was assessed before the statement of

accountability was produced for the Group.

Data Privacy Policy

To protect the personally identifiable information of all
Allianz employees, customers and business partners,
commonly referred to as personal data, the Allianz Group
rolled out the Allianz Standard for Data Protection and
Privacy which clearly indicates the rules and principles
applicable for data protection and privacy within the Group.
Sri Lanka is currently addressing requirements of data
privacy to implement Group standards. For this purpose, a
data privacy steering committee was implemented and a gap
analysis carried out on Sri Lanka practices/regulations that
follow Group guidelines.
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Compliance for Effectiveness and Efficiency (Contd.)

Economic Sanctions Related Procedures

Group guidelines on economic sanctions were circulated
among exposed persons and the risk department and all
new recruits advised and educated on carrying out business

transactions to sanctioned countries

Solvency Il Framework

Although Allianz Lanka is not within the regime of

Solvency II, reporting thresholds are not applicable. To work
in line with the Group, guidelines were followed and appro-
priate actions taken to prepare and implement the policies

within the framework.

Anti-Money Laundering

To comply with the guidelines issued by the Central Bank
of Sri Lanka (CBSL), the anti-money laundering policy was
re-looked at to identify the gaps against the new guidelines
issued. Training sessions conducted by CBSL were attended
by the compliance department and minor changes were
identified to implement the existing policy. The compli-
ance department also participated in the survey conducted
by CBSL on financial inclusion products in Sri Lanka. More
training sessions were conducted to educate Life and Non
Life operational staff, finance staff and other exposed staff
including sales staff, on preventing money laundering and
financing terrorism, and identifying and reporting suspi-

cious transactions.

The routine compliance needs of the Company continued,
and awareness was carried out on the anti-fraud and anti-
corruption policies of the Company and refresher training
was conducted for operational staff in the Head Office, and
AFAC risk assessment was conducted to identify gaps and
risks which were followed up with the respective departments.
E-flyers were circulated on all policies and published in the
e-magazine circulated by the human resources Department.
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Compliance in 2015

The theme for Allianz Lanka compliance in 2015 is ‘Sales
Compliance’. Focus will be on training on sales compliance
including mis-selling, red flags on recruitments, retail sell-
ing, sales code of conduct, anti- fraud and anti- corruption.
Further, the agents’ recruitment process, contract docu-
ments and customer complaint handling procedures will
be reviewed and amendments or additions done if required.
Compliance audits will be carried out at selected branches,
and periodic reviews and audits will be continued on agent
recruitment and training and sales agents’ code of conduct.
Underwriting documents and welcome calls will also be
audited.

Implementing data privacy group guidelines will also be
priorities. The Data Privacy Management System (DPMS)
implementation process will be completed and the risk
assessment prepared. Training for all staff on DPMS will be
conducted, and all existing contracts including employment

contracts will be reviewed.

In 2015, prominence will be given to the management’s
compliance responsibility, and emphasis will be placed on
senior management’s contribution towards compliance

communication.

Compliance for Effectiveness and Efficiency



CEQO's Review

Your Non Life Company once again recorded a
remarkable year, achieving continuous growth
well above industry norms. The Sri Lankan insurance
industry per se showed a decline in its growth momentum
in 2014. This was mostly seen in the Non Life sector of the
industry, where the growth rate declined to 4%, from 9% in
the previous year. The decline in the Non Life sector may

be mainly due to customers not purchasing terrorism

cover with the onset of peace in the country, low growth in
vehicle imports, and to the fact that many large construction
projects have been already accounted for in the previous
year, as well as to new regulations that brought discipline to
the market, where the risk shared by local insurers are to be
accounted only for their share instead of accounting for the

total risk.

The Non Life Company GWP grew by 39% YoY, once again
recording the highest industry growth for the second

CEOQ’s Review

consecutive year. The continuous growth is a result of the
strategy we put in place in 2013, to expand our Non Life
branch network and grow our retail business while further
strengthening our corporate portfolio. To grow retail
business, new retail product were introduced and some of
the existing products were revamped. This brought us results
in a challenging and shrinking market in which the
contribution from the branches grew substantially, from 8%
to 30%. The highest growth was contributed by the motor
segment, a growth of 56% compared to the previous year.
This was not a line of business on which the Company had
focused very much in the past, but with the expansion of our
branch network more emphasis was placed on developing

this business line.

This expansion brought down our profitability from Rs. 193.6
million to Rs. 21.6 million. Yet, as a company that took an

overt decision to expand our growth, we are happy with the
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results achieved. For the first time in the history of the
Company, we were not able to make underwriting profits,
and the combined ratio stood at 109%. This is mainly due

to an increase in the number of claims in the motor and
medical lines of business. The net assets of the Company
grew only by 2.41%, mainly due to the decline in underwriting
profits during the year. The investment income during the

period stood at Rs. 125.8 million.

Your Life company, which, up to now had the highest growth
in the industry, grew by only 1% this year as a result of a
change in strategy and certain business processes. The
Company took a strategic decision to change the highest
contributing product, Universal Life, to provide much better
benefits to all business partners. As our agency force took
awhile to familiarise themselves with the change in product,
new business growth declined in the third quarter of the
year. Allianz Lanka was the first to introduce the
Universal Life concept to the local industry. The
Life investment portfolio grew sharply by 31%
to Rs. 1,186.4 million In 2014, while investment
income during the period rose by 56%in a
challenging investment environment. The assets
of the Company grew by 37%, the Life Fund
increased by 54% and amounted to

Rs. 1,092 million. The Company was able to declare a
healthy dividend of 7.9% to our policyholders.

Both companies were able to meet the regulatory capital re-
quirements. The capital of the Non Life Company was raised
to Rs. 500 million to keep in line with the regulatory limit. Sol-
vency in the Life Company is 227% and the Non Life company,
1449%, which is well above regulatory requirements. Both
Companies are fully equipped to meet the risk-based capital

market model (RBC) and look forward to its early adoption.

34| Annual Report 2014

Expansion of business digitalisation took a prominent place
in our business this year. Technology was used to enhance
efficiency and productivity throughout both companies.

The mobile application quotation model was developed to
enable any sales person to obtain motor quotations 24/7,
365 days of the year, wherever they are, without coming

into office. Many process improvements were introduced

to support the volume increase in motor claims. Allianz
Advisor Arena was launched and all agents were able to view
their daily production, company performance, and product
information at their fingertips. Electronic point-of-sales were

further developed to improve speed of response.

With the increase in the numbers of staff recruited to cater
to the expansion of business, more emphasis was placed on
training and development. In addition to in-house and local
training, 6% staff followed foreign training programmes to
develop their technical skills and competencies which will
enable them to stand shoulder-to-shoulder with their inter-
national counterparts. This is one of our key areas of focus.
Most of our staff are given the opportunity to learn and share
their expertise in international markets. This has increased
their knowledge and technical expertise and fine-tuned our

focus as a customer-centric organisation.

We continued to carry out identified key social responsibility
programmes such as educating school children on how to
manage their finances from a young age, supporting Para-
lympic sport in Sri Lanka - a much overlooked area in this
country - with an emphasis on preparing them for the Para-
lympics in 2016 in Rio, and providing young football-loving
teenagers with a once-in-a-lifetime opportunity to be trained

by Bayern Munich coaching staff in Munich, Germany.
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Going forward, we continue to place great emphasis not
merely on growth, but on sustainable growth, in each chan-
nel and class of business. Our plans to take the Company
forward in a modern, digitalised and fast-moving environ-
ment have borne fruition and provided immense value for
our stakeholders as well as kept us competitive. We believe
that digitalisation should come by default in order to keep
us competitive. Many projects will be launched to drive digi-
talisation throughout the Company. This will enhance speed
of response to customers and ease of doing business with

Allianz for our business partners.

We remain highly committed to quality and professionalism.
Allianz strongly believes in service as our main differentia-
tor, as the main reason for being our customers’ insurer of
first choice. We were able to build our brand in Sri Lanka not
by high advertising spend but by word of mouth, because we
meet the expectations of our customers as a trusted partner

who honours our commitments in their hour of need.

For the future, your Company will look at making changes
within. We will re-look at our organisational structure, and
take suitable measures to keep us sleek and even more
competitive. More emphasis will be placed on a perfor-
mance culture. These initiatives will, I can confidently say,
equip our people to deliver a service that exceeds customer

expectations.

Having concluded another successful year, I express my deep
appreciation to our many stakeholders who have partnered
with us over the past years. I also wish to thank my Board of
Directors whose direction and support have been invaluable.
To our valued customers and other business partners who
have been the cornerstone of our success, [ convey my sincere

thanks.

CEQ’s Review

To my staff I say a warm ‘thank you’ for being a true inspira-
tion. I'look to you to stand with me as we take the Company
forward to meet the challenges and opportunities of the

future.

Surekha Alles

Chief Executive Officer

Allianz Insurance Lanka Ltd.
Allianz Life Insurance Lanka Ltd.

30 April 2015
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The trusted partner in Paralympics

Workshop held for Para players

On the invitation of Allianz Lanka, George
Schlachtenberger, Chief Operating Officer of the
International Paralympic Committee, conducted a
two- day interactive workshop at Ranaviru Sevana,
Ragama, in February 2014. Over 30 members of
the National Paralympic Committee of Sri Lanka,
coaches, athletes, physiotherapists and medical

practitioners participated.

Para sponsorship in 2014

Allianz Lanka supported the National Federation
of Sports for the Disabled (NFSD), Sri Lanka, for
the Asian Para Games 2014, held in South Korea in

October 2014. An additional Rs. 1 million in cash and

sports utility items were provided to the Sri Lanka

team.

Allianz campaign to generate public support

Allianz Lanka campaigned for the Para players to

gain more public involvement with the game for the
Rio Paralympics in 2016, by developing relationships

between the public and the Paralympics players.
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Sales force are given a digital boost

Allianz Lanka rewarded 68 of its best sales per-
formers with company-sponsored digital Tabs to
improve productivity and strengthen the service to

customers.

Celebrating excellence at
Allianz Awards 2014

The sales awards are Allianz Lanka’s annual celebra-
tion of excellence, and reward powerful individual
performances, strong team effort and effective

partnerships.

Attendees at the gala evening this year were Allianz
Regional Chief Executive Officer, Asia Pacific, George
Sartorel who graced the occasion as chief guest,
guest of honour, Allianz Lanka Chief Executive Of-
ficer, Surekha Alles, the company’s senior manage-
ment, Life and Non Life sales staff, and spouses of

the winners.

The ceremony was themed around the Formula 1
championship which Allianz partners as a global
sponsor: parallels were drawn with the challeng-

ing world of financial services in which the drive to
succeed is just as long, difficult and exacting as a For-
mula 1 race. The qualities of passion, perseverance,
ethical sportsmanship and dynamic teamwork that
are the hallmarks of the Formula 1 grand prix are also

the core values of good Allianz salesmanship.

Allianz Moments
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Top awards of the evening were the Allianz Best Sales
Person 2013 award, carried off by Chamil Wasantha of the
Negombo region. Chamil was also accepted to the MDRT
(Million Dollar Round Table hall of fame and adjudged a
winner of the Super Achiever’s Platinum Award for the high-
est annualised new business premium (ANBP). The Allianz
Best Branch 2013 award went to the Thirunelveli branch.
Vinayagamoorthi Nitharsan of the Jaffna branch was ap-
plauded as the year’s Best Business Distribution Manager,
and the Allianz Best Field Manager 2013 was K.G. Herath
Banda of the Kandy branch.

Leel Ariyasinghe Asurakkody of the motor department was
the proud recipient of the much coveted Director’s Award,
for his exceptional commitment and hard work in develop-
ing an innovative software that enhances customer service.
The award recognises his initiative, which was above and

beyond the requirements of his job.

To celebrate the strategic shift in business focus from
corporate to retail last year which was a key driver of suc-
cess, several new Non Life awards were introduced. Rajitha
Perera from Corporate Sales was recognised as the Best
Motor Achiever, and Shaveen Kasthuriarachchi received the
Best Non Motor Achiever’s award.

In his address to the gathering, George Sartorel instilled a
sense of pride in the sales team, “Allianz services approxi-
mately 83 million customers in over 70 countries worldwide.
Whether life and health insurance, property and casualty
insurance or asset management, Allianz is among the global
leaders,” he said.

Surekha Alles in her welcome address said, “Ever since Al-
lianz entered the Sri Lankan market in 2005, we have seen
tremendous growth. Starting off with just five people, we
have now 490 employees and an additional 852 active Life in-
surance agents. Given the still-low insurance penetration in

Sri Lanka of only 13%, there is huge potential for us to go even
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further.’ She a cautioned her staff that, despite the pressure

to excel, they should follow ethical practices at all times.

Town hall meeting with Regional CEO

An interactive town hall meeting was held with Regional
CEO, Asia Pacific, George Sartorel. Staff were given the oppor-
tunity to share their views and ask questions of the Regional
CEO. Sartorel outlined the Allianz goals in the Asia Pacific, at
the event.

Allianz Moments
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Two outstanding young footballers represent
Sri Lanka at global football coaching camp

Two lucky teenagers, Y.U.A. Sanka Jayamina Vidanaarachchi from
Kingswood College, Kandy, and Ganeswaran Antony Raj from

St. Henry's College, Jaffna, joined 75 other young players from 28
countries at the annual Allianz Junior Football camp in August
2014 held in Munich, Germany. They trained alongside top-class
professionals from premier German football club, FC Bayern
Munchen and, watched private training sessions of the FC Bay-
ern Miinchen football team at their training facility on Sibener
Strasse, trained with the club’s coaches and mingled with these

football celebrities.

The two teenages were selected in an islandwide talent hunt for
two outstanding young footballers keen to develop their game
and sharpen their leadership and team-building skills in a glob-
ally renowned football facility.

The Allianz Junior Football Camp was first organised in 2009 for
34 teenagers from nine countries. This is the second consecutive
year that Sri Lankan teenagers participated at the camp.

Allianz Lanka insures ‘Super Fighter’

Allianz Lanka was appointed official insurance provider for
Super Fighter, a talent search programme organised by garment
manufacturer MAS Holdings and MBC/MTV radio and television
networks, to discover talented young boxers in the country. The
Sri Lankan team will be selected from this pool to represent the
country in the 2020 Olympics.

Allianz Lanka moves Head Office to
corporate hub

Allianz Lanka is now located in the hub of commerce at its
new premises in Nawam Mawatha, which borders the scenic
Beira Lake. The Company is flanked by leading local and inter-

national financial institutions and corporates.

Allianz Moments
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Branch openings

Allianz Lanka opened 18 branches during 2014

The first was in Jaffna Metro - the third Allianz branch in the
Jaffna peninsula.

Lunugamvehera - to further strengthen operation in the

Southern Province.

Gampola - yet another branch for the Central Province.
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Badulla - in Wellassa, the second branch opened in the Uva

province.

Ahangama - to reinforce our distribution network in the

Southern Province.

At new premises in Kilinochchi - to provide our customers
with an even more efficient service.

Allianz Moments
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To reinforce the peripheries of the western province - a new

branch in Seethawakapura, Avissawella.

Ambalantota - to consolidate our presence in the Southern

Province.

We added our might to the Uva province with a branch in

Wellassa, Monaragala.

Allianz Moments

We are now in the driving seat of motor insurance in

Werahara.

Abranch in Chunnakam brings our branch tally in the

flourishing Jaffna peninsula to four.

Kahawatte - our 11th branch in the Sabaragamuwa province.
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We moved to more modern premises to serve our fast-growing
customers base in Wennappuwa.

CEO designate visits Allianz Lanka

Chief Executive Officer (CEO) designate of the Allianz Group,
Oliver Béte, visited Sri Lanka and conducted a town hall
meeting with staff. The Sri Lanka office is the first regional
office visited by Bate, following the announcement of his new

appointment.

Oliver Bate has been a member of the Board of Management
of Allianz SE, with responsability for Insurance Western &
Southern Europe since January 2008. He succeeds Michael
Diekmann as CEO of Allianz and Chairman of the Board on
May 7, 2015.
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My Finance Coach trains
students islandwide

Allianz Lanka conducted the ‘My
finance coach’ programmein 18
schools this year, and trained over
1,800 students islandwide.

‘My finance coach’ is for students
in grades 5 to 9. It teaches business
and finance in a way that is

relevant to their everyday lives.

The programme is being continu-
ously expanded in all areas and
has as its core aims, sparking
interest; imparting knowledge;

boosting skills.

Global Health Insurance for Standard
Chartered Bank customers

Allianz Lanka organised an event for the regional manag-
ers of Standard Chartered Bank to create awareness and
help them share their knowledge of the Allianz global
health insurance scheme provided to the Bank. Allianz
Global Healthcare is a hospitalisation insurance scheme

which has a wide range of benefits.

Fast-increasing healthcare expenses have become a huge
concern to Standard Chartered Bank customers, especially
in the event of healthcare support needed at international
healthcare facilities.
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The annual Christmas get-together

This was another occasion at which staff met and
enjoyed closer fellowship outside the demands of their
jobs. Over 250 staff participated in the get-together
and carol singing competition, and an enjoyable time
was had by all. The life technical department won the
carol competition, and the miscellaneous depart-
ment and the human resources and administration
department were the first and second runners-up

respectively.

Christmas décor competition

This was an event to celebrate the season, and was
organised on a floor-wise basis. The third floor won,
with the second floor following close on its heels

at second place. Creativeness, maximum usage of
resources, teamwork and cost- effectiveness were the
winning criteria. Teams created innovative,
eye-catching decorations using re-cyclable raw

material, which demonstrated their creative flair.
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Sustainability Report

This report focuses on the sustainability challenges and issues
that matter to the communities in which Allianz Lanka works

and lives.

As aresponsible corporate citizen, the Company provides
insurance solutions to the community, which help create se-
curity and economic growth, and share benefits by providing
jobs, developing skills and supporting communities with

investment programmes. This helps build trust.

As a good neighbor, Allianz Lanka works with communities to
address their concerns and strive to meet their needs. Global
development programmes from parent company Allianz

SE are tailored to local needs, and local programmes are
designed for the specific needs of the people and culture of Sri

Lanka.

‘My Finance

Coach'increases in

popularity among

schools

One of the most signifi-

cant projects that Allianz

has ventured into is ‘My

finance coach.’ In today’s

global village, it is im-

perative that young people are equipped with a knowledge of
business and finance. ‘My finance coach’ goes beyond merely
providing information on business and finance, and teaches
youth the skills essential for an informed and responsible
approach to money matters. The programme is for students
in grades 5 to 9, and increases their financial literacy through
classroom visits, training of teachers, and extra