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1. Insurance Awareness Month

The month of September has been named as the “Insurance Awareness Month” led by the National
Insurance Day on 1st of September. The main objective of the initiative was to create greater awareness
and disseminate the message on the importance of insurance to the masses.
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2. Policyholders’ Corner

INSUENES RS

WHEN YOU <
DECIDE TO
PURCHASE AN
INSURANCE

POLICY

Check if the insurance
company that issues
the insurance policy is
registered with the
IRCSL.

IF YOU REQUIRE ‘
THE SERVICE OF

AN INSURANCE
BROKERING

COMPANY

Check if the insurance
brokering company that
you wish to deal with
is registered with the
IRCSL.

IF YOU

REQUIRE THE .
SERVICE OF AN
INSURANCE

AGENT

Make sure the
insurance agent is
authorized by verifying
his/her identity with
your insurance
company/insurance
brokering company.

WHEN YOU Q
PURCHASE AN
INSURANCE

POLICY

Be responsible to read and
understand all documents
related to your policy.

It is your right to request the
policy document in any
language
(Sinhala/Tamil/English)you

are comfortable with.




3. Insurance in Action

Insurance Industry Sri Lanka

Claims Statistics
2021

Long Term Insurance Business

Main purpose of insurance, for an insured, is to receive fair, equitable and prompt settlement of a claim.
A claim is a request made to the insurer by the claimant for payment under the terms of an insurance
policy. The commitment of an insurer towards its policyholders is seen at the time of payment of the
claim. It is the situation where an Insurer will be judged.

The detailed analysis of claims data captured from the insurance industry in Sri Lanka for the year 2021 is
provided below, and it provides a deep understanding of the "Claims settlement Ratio" and the "Claims
Incurred Ratio" of the long-term insurance business. These ratios aid in determining the insurer's
commitment to settling insurance claims.

However, insurer has obligations towards all its policyholders, who have contributed to the common pool,
from which the claims are paid. The claimant also has certain obligations to meet prior to any claim
settlement. Claim procedures and basis of settlement may vary from one insurance company to another
depending on the type of policy, nature of the claim and the cause of loss.

Claims Settlement Ratio (CSR)

The claims settlement ratio is the percentage of claims an insurer has settled during a financial year
against the total claims received including pending claims brought forward from the previous year.

Claims settlement Ratio = Total Claims Paid x 100
Total Claims

Net Claims Incurred Ratio/ Net Claims Ratio
The net claims incurred ratio is the percentage of the net claims incurred by an insurer during a financial
year against the net premiums earned. Further, the Net Claims Ratio expresses claims net of recoveries

from reinsurers as a percentage of premiums net of premiums ceded to reinsurance.

Net Claims Incurred Ratio = Net claims incurred x 100

Net premiums earned




Claims Settlement Ratio

Table 01
Claims Settlement
Total Claims Total Claims settled/Paid Ratio

Year during the year Long term Insurance

Industry average
| [
Number Value Number Value Number
Rs. 000' Rs. 000' Value
2021 668,993 | 55,356,997 | 538,228 | 46,083,569 80% 83%

The claims settlement by long-term insurance companies has reached Rs. 46 billion for the year 2021. In
terms of number, total claims paid reported was 538,228.

The average claims settlement ratio (in value) of life insurance companies has been 83%, while the total
claims settlement ratio (in number) was reported as 80%. Also, all companies have maintained a ratio
above 60% in terms of value.

Chart No. 01

Long Term Insurance
Claims Settlement Ratio

Amana

Alf Takaful

No. (%) 69
® Value (%) | 73

No. (%) ™ Value (%)

Life
Amana HNB Insurance | LOLC | Sanasa Union
AIA | Allianz | Takaful | Arpico | Ceylinco | Assurance | Janashakthi | Corp. Life Life Softlogic | Assurance | Cooplife | MBSL | SLIC | Total
No.
(%) 69 86 99 88 79 89 78 95 95 72 81 97 71 47 75 80
Value
(%) 73 74 98 91 93 84 87 96 82 83 82 92 76 63 74 83




Chart No. 02 illustrates the composition of claims settlement ratio, which includes maturity benefits,
death benefits, disability benefits, surrenders and other benefits paid to policyholders.

Chart No.02

Long Term Insurance

Claims Settlement Ratio
Sub Category-wise Analysis

Maturity
Benefits

No. (%) | ' 80

™ Value (%) - 83

Other Benefits Total

No. (%) m Value (%)

The Claim Settlement Ratio for the other benefits category has been reported as 34% and 16% in terms
of number and value respectively. Maturity benefits consists of 23% and 40% of the claim settlement ratio
in terms of number and value respectively. The remaining three categories namely, death benefits,
disability benefits and surrenders collectively accounted for 23% in terms of number and 27% in terms of
value.

Net Claims Incurred Ratio

Table 02 & Charts No. 03 illustrates the composition of net claims incurred ratio of the life insurance

industry.
Table 02
Net Claimed incurred
Total Net Earned Net claims incurred Ratio
Year Premium (NEP)
Industry average
Value '
Rs. 000" Value Rs. 000 Value
2021 119,723,159 46,073, 852 38%




Chart No. 03

Long Term Insurance
Net Claims Incurred Ratio

Cooplife Lic ‘ MBSL ‘ Total

Assuarance

*Value F/ )

. Life
AIA | Allianz | Arpico | Ceylinco | HNB | Janashakthi | LOLC | Sanasa | Softlogic | SLIC K:s'z:‘ance Amana | Cooplife | Insurance | MBSL | Total
Corp.
Value
(%) 30 | 23 26 50 24 40 22 29 33 46 34 50 32 88 158 | 38

The net claims incurred for the year 2021 has reached Rs.46 billion in terms of value, while the Net claims
incurred ratio of the life insurance industry has been 38%.

Note — Tables and Charts depicted in this report are based on the statistics provided by the Insurance
Companies.




4.IRCSL Regulatory Updates

Direction No.
Guidelines.

Description

Direction 03 of
2022

The Direction #03 dated 24" August 2022 has been issued to all
insurance companies carrying on long term insurance business, on
disclosing certain clauses such as the cooling off period, guaranteed
and non-guaranteed benefits in its insurance products, quotations and
in the policy schedules/covers.

https:/lircsl.gov.lk/wp-content/uploads/2022/08/Direction-03-24.08.2022.pdf

Direction 02 of
2022

The Direction #02 of 2022 dated 25th February 2022 is a revision of
Direction No. 02 of 2022 issued on 03rd February 2022. The IRCSL
issued the Direction pertaining to the Corporate Governance
Framework for Insurers.

In the Direction, Insurers are recommended to adhere to the Code of
Best Practice on Corporate Governance 2017 issued by the Securities
and Exchange Commission of Sri Lanka jointly with the Institute of
Charted Accountants of Sri Lanka. In addition, the insurers are directed
to comply with certain criteria related to Corporate Governance, which
are elaborated in the guideline.

https:/lircsl.gov.lk/wp-content/uploads/2022/05/Direction-02-0f-2022-Revised-25th-
February-2022.pdf

Guideline on
Advertisements
issued to Insurers,
Insurance Brokers
and Insurance
Agents

The guideline was in effect from the 1st of July 2022 with the objective
of safeguarding the interests of the policyholders and potential
policyholders through regulating the advertising material published by
insurers and intermediaries. Hence, insurers and intermediaries are
expected to develop fair, honest and transparent practices with regard
to their marketing material.

https:/lircsl.gov.lk/wp-content/uploads/2022/06/Guidelines-on-Advertisements-issued-by-
Insurers-Insurance-Brokers-and-Insurance-Agents.pdf
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