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FinaNcIAL ANALYSES OF JSC “IC “KomMmMEsK-OMIR”

Insurance is an important and growing part of financial sector in virtually all developed and some
developing countries. A resilient and well-regulated insurance industry can significantly contribute to
economic growth and efficient resource allocation through transfer of risk and mobilization of savings.
In addition, it can enhance financial system efficiency by reducing transaction cost, creating liquidity, and
facilitating economies of scale in investment [1].

The insurance sector has traditionally been regarded as a relatively stable segment of the financial
system. An absence of liquid liabilities on the balance sheets of insurers, at least as compared with banks,
has saved insurance companies from the contagious runs that have frequently occurred in the banking
sector [2].

Nowadays, development of financial institutions like insurance company coincides with of
independence of Kazakhstan and this market is rather young in our country. Business creation, growth of
economy, increase in output and integration in world community had impact on growth of the insurance
market of Kazakhstan. And as the result, for the year of independence of Kazakhstan the volume of
insurance premium grew up more than 10 times. But, in Kazakhstan demand for insurance services is
lower in comparison with the European and Western countries.

The main reason of low demand for insurance services is insufficient financial stability of insurance
company. Insurance companies play an important role in supporting economic activity. But insurers
are exposed to a number of risks and can become distressed or fail. This article considers a number of
channels through which insurance companies could have adverse effects on financial stability, including:
how insurer distress or failure might disrupt the provision of critical services to the real economy; and
how their behaviours can propagate systemic risk in the financial system. The Financial Policy Committee
has an ongoing workplan to assess the extent of risks to financial stability from insurance companies’
activities. In this article I am going to consider problems of financial stability in insurance company JSC
“1C “Kommesk -Omir”.

According to the report of the National Bank about the current situation in the insurance market we
can see that only 5 leading companies have 55.1% from the total volume of insurance premium in branch
of “general insurance” . For last month the structure of the five of leaders have changed: superiority
traditionally holds JSC IC “Eurasia”, which have collected 19 billion tenge , and occupying 19,7% of the
total market. JSC "Halyk-Kazakhinstrakh” holds the second place from 14% of the total market (13,5
billion tenge ). JSCIC "NOMAD of Insurance” moved on the third position with 8.3 % of the total market (8
billion tenge), and the fourth place is for JSC “Kazakhmys” from 7,3% (7 billion tenge ); “Kaspi Insurance”
finishes the five of leaders from 5,8% of the total volume of awards (5,5 billion tenge )[4].

According to work results for the end of May, 27 insurance companies on branch “general insurance”
collected 96,4 billion tenge , have decreased with a similar indicator of 2014 by 5,7%.

For the client in insurance service the most important indicator of responsibility of the insurance
company is insurance payments. Now let me explain analyses of competitive environment of JSC “IC “
Kommesk-Omir”.

As of 01.01.2015 in insurance market of the Republic of Kazakhstan we have 34 insurance companies,
7 of them are life insurance companies, 15 insurance brokers, 71 — actuaries, and 30 insurance companies
are participants of JSC “Fund of Guaranteeing Insurance Payments”.

JSC “IC “Kommesk-Omir” is the first insurance company of Kazakhstan which was founded on 19 of
November in 1991. JSC “IC “Kommesk-Omir”. Has the license for the right to carry out insurance activity
in branch of “general insurance” by obligatory and voluntary types, and also for reinsurance activities.
And also has 18 branches settled down in the large administrative centers of Kazakhstan. Since June 2007
shares of JSC “IC “Kommesk-Omir” are included into official list of JSC “Kazakhstan Stock Exchange”. And
in 2014 the international rating agency A.M. Best assigned the credit rating B+ with the forecast “stable”.

According to the strategy of the company in 2014 we can see that main ratios are increased. In 2014
JSC "IC "Kommesk-Omir” has increased their assets by 21% to 6.3 billion tenge, and at the same time
assets less assets of reinsurance has increased for 19% and it was equal t05,9 billion tenge . The main
reason of increasing of assets it is as growth of insurance premium which was invested in financial
instruments, and correction of exchange rates in beginning 2014 had impact in cost of assets which was
nominated in foreign currencies.

Insurance reserves increased by 30 % and exceeded 3 billion tenge, insurance reserves less share of
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reinsurance company was 2.7 billion tenge and in percentage this number increased by 27% in compare
with the previous year.

Growth of reserves was as the result of increase in not- earned premiums in connection with growth
of insurance portfolio. Own capital as of 01.01.2015 was 2.8 billion tenge, it is 18% more than previous
year. According to the annual report for the 2014 net profit of the company was 312 milion tenge, in
previous year this number was 37 million tenge. Growth in net income was provided with the income of
insurance and the investment income.

As the result of increasing net income the company increased their profitability of assets by 11.2%
and profitability of the capital 4.9%.

Table 1. Dynamic of main indicators [4].

Indicator 2014 Changes | 2013 Changes | 2012
Assets 634572021 21% 5233860 1% 5201774
Insurance reserves 3 058 891 30% 2355005 -2% 2401831
Own capital 2778774 18% 2362537 -2% 2422149
Assets less the share of

reinsurance 5995 371 19% 5018498 2% 4931319
Insurance reserves less share

of reinsurance 2708 542 27% 2139643 0% 2131376
Net income 312 456 738% 37 298 38% 27 102
ROE 11,20% 1,60% 1,10%
ROA 4,90% 0,70% 0,50%

Insurance premium for the 2014 was 4.1 billion tenge this number was increased by 39% in compare
with previous year. The net insurance premium was 3 billion tenge, in compare with previous year
increasing by 46%. Earned premium was 2.3 billion tenge and in compare with previous year earned
premium increased by 14%. Growth of premiums was provided with such classes of insurance as insurance
of vehicle, medical insurance, and insurance of freights, property, and civil responsibility.

Table 2. Insurance premium [4].

2014 | Changes 2013 Changes 2012
Insurance premuim 4102317 39% 2956835 2% | 2905447
Net insurance premium 3027601 46% 2071006 5% | 1980116
Earned insurance premium 2309259 14% 2028927 -20% | 2527877
Own deduction 74% 70% 68%

For the 2014 the structure of insurance premium has changed — share of obligatory insurance
decreased from 42% to 30%, and increase in insurance of voluntary property by 76% and as the result
the share of voluntary property insurance was 60 % in total amount of insurance premium.

Table 3. Structure of insurance premium [4].

2014 Share | Changes 2013 Share
Obligatory insurance 1246 142 30% -1% 1254 892 42%
Voluntary personal insurance 420909 10% 31% 320 224 11%
Voluntary property insurance 2 435 266 60% 76% 1381719 47%
Total 4102 317 100% 106% 2956 835 100%
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In structure of portfolio 5 classes of insurance more than 10% it is good indicator of diversification
of risks. The greatest volumes of insurance premium are the share of obligatory insurance of civil
responsibility of car owners — 29% and for a share of voluntary insurance of vehicle — is 26%. Premiums
on these classes exceed 1 billion tenge . In 2014, thanks by development of an agency network, service
improvement, cooperation with partners, “Kommesk-Omir” was succeeded to increase collecting
insurance premium on car insurance more than by 3 times — from 300 million tenge to 1,1 billion tenge.

Insurance premium on voluntary insurance of property was 520 million tenge this number has
increased by 19% in compare with previous year, on insurance of civil responsibility — 543 million tenge,
has increased — by 61%, on medical insurance — 402 million tenge , the gain was by 31%. The increase in
volume of insurance premium was provided by the development of corporate insurance. In 2014 opened
the new medical clinic in Almaty that was favorably reflected in development of medical insurance.

Table 4. Insurance premium by regions [4].

Region 2014 Share | Changes 2013 Share
Almaty 3090 491 75% 55% | 1997279 68%
Regions 1011 826 25% 5% 959 556 32%
Total 4102 317 100% 39% | 2956835 100%

For the 2014 total amount of retail share was 46 %. Premiums for the retail insurance was increased by
68% this figure was achieved by develop of car insurance, and cooperation with partners, and including
on insurance of loan transport.

The share of corporate insurance premium is 54% in total amount of insurance premium. Corporate
insurance was provided by medical insurance, voluntary insurance of property, car insurance etc. For
2014 insurance of corporate premium was 2.2 billion tenge, which has increased by 21%.

Table 5. Insurance premium by the client [4].

2014 Share | Changes 2013 Share
Retail insurance 1895209 46% 68% 1125937 38%
Corporate insurance | 2207109 54% 21% 1830880 62%
Total 4102318 100% 1 2956817 100%

For 2014 the company carried out more than 16,5 thousand insurance payments for the total amount
of 1 billion tenge . The gain of payments was 5%. Net payments for 2014 was 968 million tenge , is 4%
more, than in 2013. Reserves of losses decreased by 149 million tenge , at the expense of a reserve
which occurred, but not declared losses — this reserve calculate in the mathematical ways on the basis
of statistics.

Expenses on settlement was 127 million tenge , is 49% more, than in 2013, in connection with growth
of a portfolio on medical insurance and car insurance.

For 2014 net spendings on payments and settlement less compensation from reinsurance company
was 946 million tenge , is 4% less, than in 2013, due to reduction of reserves of losses.

For 2014 "Kommesk-Omir” received compensation of payments from reinsurance company under
the contracts transferred to reinsurance in amount of 55 million tenge .

In 2014 the structure of payments has changed in favor of voluntary classes of insurance, it is connected
with increase in a portfolio on medical insurance. So, the share of obligatory insurance was 50% or 606
million tenge , it is 1% less, than in 2013. Voluntary personal insurance was 28% or 333 million tenge , it
is more than 31%, including 326 million tenge — on medical insurance. Payments for voluntary property
insurance were 261 million tenge , increase — for 6%, a share in payments — 22%.

In 2014 the greatest share in structure of payments was occupied by payments for obligatory
insurance of civil responsibility of car owners — 42% or 506 million tenge , increase by 8% is connected
with increase in number of insured events, rise in price of rescue and recovery operations. Payments for
insurance on an illness case were 27% in the total amount of payments or 326 million tenge , it is by 29%
more, than in 2013 — increase due to growth of a portfolio, and also increase in prices for medicines and
medical services. Payments for insurance of vehicle were 207 million tenge or 17% of the total amount
of payments, decrease — by 7% which is connected with change of structure of a portfolio — increase in
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a share of retail insurance unprofitability on which below, than corporate.

Also essential share in payments (8%) is occupied by obligatory insurance of the worker upon
accidents at execution of labor (office) duties by it with a volume of payments of 99 million tenge that is
by 27% less, than in compare with 2013. After transfer of this class of insurance in 2012 in the company
on life insurance of JSC “IC “Kommesk- Omir” continues to incur obligations under the contracts signed
earlier regarding risk of occupational diseases. Payments for insurance of civil responsibility was 28
million tenge , increase by 9 times, the company carried out some large payments under contracts of
insurance of responsibility before customs authorities.

On insurance of freights of payment increased from 8,6 million tenge to 16 million tenge . On
this class insured events have no certain tendency, as, for example, on obligatory insurance of civil
responsibility of car owners in this connection uneven dynamics of increase or reduction of payments
during this or that period is observed.

According to this data we can say that current position of JSC “IC “Kommesk- Omir” has improved in
compare with previous period. And also it is definitely sufficient to the strategy of the JSC “IC “Kommesk-
Omir”, and strategy of the shareholders [5].
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