Report on Risk Assessment of Insurance Companies  

This Report on “Risk Assessment of Insurance Companies” mainly contains qualitative facts of Insurance Companies and will be part of the “Annual Returns” of a Company.

Insurance companies are required to complete all sections of the report. If any section is not relevant, please state the same. Additional information may be provided as an ‘annexure’ by making reference, where relevant. If the question specify the “year” it refers to the previous year ended 31st December.     
Section 1 - Information of the Insurer (Company) and the Group 
1.   Name of the Insurer:

2.   Details of ratings, including the name of the Credit Rating Agency (if any):
3. The number of permanent employees:
4. The Company’s ownership:

i. Names of major shareholders (top 20 shareholding) together with percentage holdings at the year end.  

ii. Have there been any changes to the ownership (more than 5%) during the year. If yes, provide details.
7. For companies belonging to a group (local, foreign), information on the organizational group structure.

[Descriptions shall include all companies belonging to the group]
8. Details of the Parent and of the Ultimate parent. Please complete each company detail separately;
i. Name;
ii. Location (registered office);
iii. Ownership interest of the Insurer;
iv. Nature of the business;
v. Services obtained by the Insurer during the year; 

vi. Names of the Board of Directors;
vii. Names of major shareholders (top 10 shareholding);
viii. Status : Operating/non-operating 
            Regulated /non regulated;

ix. If parent and /or ultimate parent is a Private Limited Liability Company, details of financial performance of parent and /or ultimate parent company. [Enclose the latest Audited Financial Statements available of the parent and the ultimate parent company] 

9. Details of Subsidiaries and Associates of the Insurer. Please complete each company detail separately (if any);
i. Name;
ii. Proportion of ownership interest;
iii. Nature of the business;
iv. Names of the Board of Directors;
v. Services obtained by the Insurer during the year; 

vi. Dividend / other income received by the Insurer during the year; 
vii. If subsidiaries/associates are Private Limited Liability Companies, details of financial performance of companies. [Enclose the latest Audited Financial Statements available of companies] 
10. Details of Overseas Operations of the Insurer. Please submit details of each operation separately (if any):

i. Name of the country; 

ii. Nature of the operation, whether branch/subsidiary / strategic alliance etc.;
iii. Details of other foreign parties involved; 
iv. Type of services provided/ type of products sold;  

v. The level of resources used such as number of employees, infrastructure facilities etc. ;   

vi. Details of financial performance in brief covering GWP, other income, expenses, claims etc;   

vii. Details of agreements in brief such as terms and conditions, period, agreed services etc. (if any)
11. Details of GWP generated and claims incurred by the company through each company belonging to the group during the year 

12. List details of other intra-group transactions (except to item 11) carried out during the year 
Section 2-Information of Business 
1. The organizational structure of the Company disclosing functions, responsibilities and reporting lines  

2. The Company’s material lines of business (specifically highlighting any material changes over the year) 
3. Any significant business or external events that have occurred over the year and had a material effect on the company
4. The main trends and factors that have contributed to the development, performance and position of the company since the previous financial year end
5. The company's perceived competitive position, the main perceived strengths and weaknesses of the business, and its business model (examples: the company's approach for acquiring new business, dealing and settling claims, outsourcing)
6. Details of the financial and non-financial objectives of the company and a summary of the business and risk strategies in place to achieve them (including the expected time frames involved)
7. An explanation of the significant changes in the company's strategy compared to the prior year
8. Details of the Company’s business planning (corporate and strategic planning) time horizon 
Section 3-Marketing and Distribution 
1. Indicate percentage of business generated by each channel and Province for the year as per Table A and B respectively; 
Table A

	Channel 
	GWP (Rs.’000)
	%

	Direct (Head office and staff generated business)
	
	

	Branches
	
	

	Brokers
	
	

	Individual agents
	
	

	Institutional agents
	
	

	Bancasurance
	
	

	Others (Please specify)
	
	

	Total
	
	


Table B

	Province 
	GWP (Rs.’000)
	%

	Central Province
	
	

	Eastern Province
	
	

	North Central Province
	
	

	North Western Province
	
	

	Northern Province
	
	

	Sabaragamuwa Province
	
	

	Southern Province
	
	

	Uva Province
	
	

	Western Province
	
	

	Total
	
	


2. State whether there is any changes in the marketing strategies and distribution channeling during the year compared to the previous year 
3. Number of Branches, please specify newly opened branches during the year (if any)
4. Number of Individual Agents servicing the company during the year  

5. Names of Institutional  Agents contributed to above GWP recorded in Table A 
6. Details of Bancassurance agreements entered by the Company? Please state types of products sold through such arrangements. 

7. Any collaboration with other parties (not listed above)  to provide insurance covers to customers (for example: collaboration with telecom partners to provide insurance to customers)

      If yes, please provide the details as per the Table C:

      Table C
	Name of the entity 
	Type of insurance cover
	GWP generated  during the year (Rs.’000)
	Claims incurred during the year (Rs.’000)
	Starting year of this arrangement

	
	
	
	
	

	
	
	
	
	


8. If the company has arranged (introduced) internet based products (Online products), Please provide the details as per the Table D.

      Table D
	Name of the product
	Type of the Product  
	Number of policies issued during the year 
	GWP generated  through this product (Rs.’000)

	
	
	
	

	
	
	
	


Section 4- Policies & Procedures 
1. Please indicate any changes in the Company’s policies and procedures relating to internal controls, accounting, investments, expense allocation, underwriting etc. during the year. Please provide details of changes in each policy separately.  
2. How the company has communicated above changes to the relevant personnel  

Accounting Policies & Procedures 
3. State whether any assets of the Insurer are pledged as security or lodged as collateral during the year? If yes, give details including pledged period.

4. Were all bonds, shares and other securities owned at fiscal year-end over which the company has exclusive control, in the actual possession of the company or with an approved custodian? 

a) If not, please describe the circumstances and give the amounts of such assets. 

5. Has the company guaranteed liabilities or other transactions of any other corporation, including the group?
Section 5 -Information on Systems of Governance 
1. In detail, the company is required to provide an overview of the governance framework of the company  including:

a) A description of the system of governance for the company's risk profile and a statement of its adequacy;

b) Any material changes in the governance framework that has taken place during the year.
2. Board of Directors

i. The company is required to submit details of the Board of Directors in summary form in the Table E (please highlight appointed new Directors during the year);
Table E
	Name of the Director
	Service period as at ….
	Position Executive/Non executive/Independent  
	Other Directorship held by the Director (Name of the company)

	
	
	
	

	
	
	
	

	
	
	
	


ii. With respect to fit and proper criteria, the company is required to provide general information on the process for assessing the fitness and propriety of the persons effectively running the company and persons responsible for other key functions.

3. Details of Board Sub Committees 
i. The company is required provide Board subcommittee details in summary form in the Table F:
Table F
	Description
	Audit Committee
	Remuneration Committee
	Nomination Committee
	Any other committees1 

	Composition (Names of Directors)
1.

2.

3. 
	
	
	
	

	Number of Independent Directors
	
	
	
	

	Frequency of meetings
	
	
	
	


1Please insert separate columns to the table to disclose other Board committees available  
ii. A brief description of segregation of responsibilities where relevant committees exist (e.g. remuneration committee, audit committee);

4. Details of Senior Management

i. The company is required to submit details of the Senior Management as per the Table G: 
Table G
	Head of the Department
	Designation
	Main Responsibilities 
	Qualifications
	Work Experience 
	Date of appointment to the current position

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


5. Details of Management Committees
i. The Company is required to submit details of all Management Committees as per the Table H:
Table H
	Name of the Management committee
	Composition of the committee (designations of the relevant members)
	Frequency of  meetings (per year)

	
	
	

	
	
	

	
	
	


ii. Brief description of main duties and responsibilities of each Management Committee 

Section 6 -Risk Management

1. The company is required to provide an overview of the risk management system including; 
i. Overview of the risk strategies and policies in place to ensure compliance with the risk appetite

ii. Provide high-level information on the scope, frequency and requirements of the management information presented to the company's Board of Directors and the Management.

2. Provide a brief description of the Risk Management Function of the company including following details:
i. Details of resources available for such as structure of the department, head of risk management, no: of staff, reporting lines etc.
ii. Details relating to Risk appetite statement and Risk tolerance. 

ii. Brief description of the company’s risk management strategies for each category of risk.

3. Risk Based Capital (RBC) requirement 

i. How does the company monitor compliance with RBC requirements?
ii. What are the early warning strategies applied by the company to avoid the non compliance with RBC requirement? 

iii. A description of how movements in factors that determine the risk exposure would affect the company’s solvency position;

iv. State the information on any material risks that the company has identified and that are not fully included in the calculation of the RBC requirement. 
v. How actuarial function contributes to the effective implementation of RBC? 
4. Risk Exposures
i. Disclosure of material risk Exposures (material risk categories such as underwriting, market, credit, liquidity, operational and other material risks (such as reputational and strategic) and how these have developed over the year;

ii. List information on how the company assesses its “Own Risk” including documentation process and reviewing process
iii. State how the own risk assessment is integrated into the decision making process of the company. 
iv. List information on the nature of the measures (both qualitative and quantitative) used to assess the risks within the organization including any material changes in the exposure from the previous reporting period. 
a) For risks which are not so readily quantifiable, information should be provided on the qualitative measures in the context of internal systems and controls and governance;

5. Disclosure of material risk Concentrations: 

i. A description of the kinds of risk concentration to which the company is exposed to and how significant these are by both type of risk and concentrations. This information should cover both assets and liabilities;

6. Disclosure on material risk Mitigation: 

i. The Company should provide a description of its risk mitigation practices in relation to the material risk exposures that are being mitigated, in terms of the instrument or methodologies used which should include at least:

a) A description of the overall methodologies used for mitigating risk and the processes for monitoring the continuing effectiveness of these risk mitigation strategies (e.g. that risk mitigation instruments are regularly reviewed, especially if the internal or external environments have changed);

b) A description of whether and how it uses reinsurance or other methods of risk transfer to help to control its material risk exposures.

7. Disclosure on risk Sensitivities: 

i. The company should provide information about the sensitivity of risks on solvency positions to changes in variables that may have a material effect on its business. Information should also be provided on stress and scenario tests undertaken (if any).

Section 7-Internal Controls 
1. Please provide the details relating to key procedures of the internal control system including:

i. How the internal control system deals with the requirements on clear delegation of responsibilities and segregation of duties

ii. How the company considers that it has appropriate data quality including a description of the processes in place for checking data quality.
2. Internal Audit Function

i. The company should provide information on how the internal audit function maintains its independence & objectivity from the activities it reviews.

ii. If the Company has outsourced this function, please provide details of the same.

iii. How the internal audit examines compliance of the activities of the company with its internal strategies 

iv. Summary of internal audits performed during the year and its plan for future reviews.

v. State how the internal audit activities in the areas such as actuarial functions, IT related functions, RBC compliance and anti money laundering functions etc. are performed.
vi. Details of resources available such as structure of the department, no: of staff, reporting lines etc.

Section 8-Compliance

1. How the compliance function operates including how it advises the Board & the Management 
2. Details of resources available such as structure of the department, role of Chief Compliance Officer, no: of staff, reporting lines etc.
Section 9- Actuarial Function

1. The company should provide a description of how the actuarial function is implemented and outline its key areas of responsibility, clearly stating the level of in-house operations and outsourced functions
2. The company should provide a description of how it ensures that the actuarial function is objective and free from influence of other functions or the management.
3. Details of resources available such as structure of the department, no: of staff, reporting lines etc.
Section 10- Claims Management 

1. Provide a brief description about the company’s claims management function covering following;  

i. Claims filing methods;
ii. Claim assessment and processing;
iii. Closing of claims  
iv. Supervision of claims-related services etc.
2. Explain the company’s procedures on complaint and dispute settlement

3. State details on compliance programs for combating fraud (detection and prevention measures) and money laundering
4. Provide class wise details (number and amount ) on fraudulent claims identified during the year 

5. Details of resources available such as structure of the department, no: of staff, reporting lines, training provided for claims department staff on detecting frauds etc.
6. What are the methods used by the company on assessing claim values and loss evaluation
7. To what extent does the company outsource any services such as legal, loss adjusters etc. 
8. State details of claims incurred due to any material catastrophic event(s) that has happened during the year in the Table I
Table I

	Brief description of the Event : 
	

	Class of business
	No: of claims incurred 
	Amount of Claims incurred (Rs.)
	No: of rejected Claims 
	No: of Claims paid
	Amount of Claims paid (Rs.)

	
	
	
	
	
	

	
	
	
	
	
	


9. State the no: of rejected claims during the year (for general insurance companies, please provide the class wise details) 
10. Provide the details of outstanding claims under litigation as per the Table J:
Table J
	Classes of business2/ Policy no3.
	Number of  outstanding claims
	Estimated amount of claims  (Rs.’000)
	Provisions maintained in the financial statements. (Rs.’000)

	
	
	
	

	
	
	
	

	
	
	
	


Notes: 

2General insurance companies required to provide class wise details 
3Long term insurance companies required to provide details policy wise  

Section 11-Reinsurance 

1. Has the company set up a separate division to perform reinsurance activities of the company?
(Provide Details of resources available such as structure of the department, no: of staff, reporting lines etc.)

2. Briefly explain the Company’s reinsurance objectives and strategies highlighting; 

i. Methodologies and processes for selecting, approving, implementing, monitoring on the reinsurance arrangements;
ii. Risk diversification objectives; 
iii. Risk concentration limits and ceding limits; 
iv. Desired net retention; 
v. Timely placement of covers;
vi. Frequency of revising reinsurance programmes
3. Explain the Company’s aggregate exposure limits, that is, the maximum aggregate exposure to any one reinsurer, a group of related reinsurers during the year 
4. Details of type of reinsurance to be purchased and how flexible the insurer is in considering different forms of reinsurance e.g. facultative reinsurance cover 
5. Stated how the company’s strategies adopt in order to pay the VAT on large reinsurance claims     
6. State how the Company manages the potentially large risk exposure under catastrophe reinsurance arrangements and how to meet urgent requirements for cash in any such event 
7. Does the company observe any rating down grade of the reinsurer during the year?    
Section 12-Product designing and Underwriting

1. State the procedure followed on product designing including establishment of rates, management of pricing risk, role of the Actuary etc.
2. Details of new products and riders introduced during the year and focused customer groups
3. State whether the company has withdrawn / discontinued products and riders during the year and reasons for same   
4. Provide the structure of the underwriting department, no: of staff, reporting lines and whether the function is centralized / decentralized
a) If the company is allowing branches to do underwriting activities, please provide details on monitoring and controlling these activities? 
5. If the company issues any policies within Sri Lanka in currencies other than in Sri Lankan Rupees, Please provide  details in the Table K:
Table K
	Type of policy
	Number of policies
	currency type
	Sri Lankan Rupee amount of premium income (Rs.’000)

	
	
	
	


6. State how the company manage risk exposed from these policies  
Section 13-Information Technology 
1. Provide details of IT infrastructure of the company in brief. (E.g. network infrastructure & hardware resources). Whether the company practices any IT standards (e.g. ISO) if yes, please provide details.

2. Details of resources available such as structure of the department, no: of staff, reporting lines etc.

3. Details of Core information systems operated in the organization currently.

4. Provide details of the Company’s Contingency Planning and Backup procedures including following; 
i. Impact analysis of the business;

ii. Nature, extent and scope of the contingency planning;

iii. Methods used to transfer backups;

iv. Frequency of testing backups etc. 
5. State whether existing IT system is integrated among different functions, departments of the company and disclose if any exceptions.  
Section 14- Human Resources
1. State whether the company establishes separate Human Resource Department?
2. Please provide the staff turnover ratio of the company
3. State whether succession plans are in place for key management positions? 

Section 15-Outsourced services 
1. List all outsourced functions of the company and relevant outsourced entity 
2. State whether outsourced entities are within the same group 
3. Briefly submit details of outsourced agreements such as terms and conditions, service period etc.
4. List details on whether appropriate oversight and safeguards are in place in respect of outsourced functions.

Section 16- Applicable only for Long Term Insurers   

1. What are the key challenges the Insurer faces when managing lapsation
2. State whether the company has performed cause analysis on lapsation of policies during the year 
3. Briefly describe the persistency management framework of the company that is used to decelerate lapsation rates and improve business productivity 
4. Details of unclaimed benefits of the Insurer are required to be provided in the Table L. 

Table L- Statement of Unclaimed Benefits 
	Name of the policyholder
	Policy no:  
	Type of Claim4 
	Date of  unclaimed  benefit due
	Amount (Rs)
	Reasons for non settlement  

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


4type of claim- death, maturity, prematurity  

Section 16-Other Corporate Information
	
	

	(i) External Auditor


	Name of the Company: 

Auditor since (date): 

Partner Name: 

Address: 

Tel /Fax: 

Email: 



	(ii) Appointed Actuary 

    
	Name of Appointed Actuary: 

Appointed Actuary since (date):
The company: 

Address: 

Tel /Fax: 

Email: 



	(iii) The Company Secretary


	Name of the Company: 

Acting as a Company Secretary since (date): 

Name of the Secretary: 

Address: 

Tel /Fax: 

Email: 
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