2014 ANNUAL REPORT

Armeec Insurance JSC – Always with you!
Armeec Insurance JSC is a Bulgarian insurance company and part of the largest Bulgarian holding Chimimport.
Incorporated 18 years ago, the company is already an established brand on the Bulgarian insurance market, reporting
a growth in the premium income for the twelfth consecutive year.
Armeec Insurance JSC ranked first on the non-life insurance market with market share of 13.7 per cent and the
collected premiums amounting to BGN 196,896 thousand, which is an increase of 11 per cent over the previous year.

million BGN

Since May 2011, the company has been a recognized leader in Motor Casco insurance and occupies a leading
position also in Travel Assistance Abroad insurance. According to official data, the company achieved growth in
collected revenue in almost all types of business.
The company employs more than 650 employees in 53 agencies and over 60 own representative offices throughout
the country. The distribution of the insurance products is also carried out by more than 355 insurance brokers and
1,100 insurance agents.
Armeec JSC has a long-term credit rating iBBB positive perspective, issued by the Bulgarian Credit Rating Agency,
and maintains a stable reinsurance program with leading global reinsurers.
For a fourth consecutive year Armeec Insurance JSC has been included in the SeeNews’ ranking of the top insurance
companies in Southeast Europe, taking 21st position in 2014. In November 2014 the company was awarded “Best
Insurer in Bulgaria for 2014” from World Finance Global Insurance Awards 2014.
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Message to shareholders

Rumen Georgiev

Tsvetanka Krumova

Executive Director and
Chairman of the Management Board

Executive Director and
Member of the Management Board

Our most important task in 2015 will be to complete implementing the changes required under Solvency II Directive.
However, they are not and cannot be considered as an end in itself. We have to transform these necessary changes in
the operational and management processes of the company into an action that unites the main objectives for customerorientation and competitiveness based on the corporate experience, best practices and organizational culture.

Rumen Georgiev

Tsvetanka Krumova

Executive Director and
Chairman of the Management Board

Executive Director and
Member of the Management Board

Dear shareholders,
This past year was anything but typical both for our country and for the business of Armeec. Drawn into the whirlwind of
public processes, disturbance in the banking institutions and numerous catastrophic events, we all had to adequately
react to the dramatic changes around us.
In this period Armeec not only faced the challenges but managed for twelfth consecutive year to generate premium
income growth and to take a leading position in the general insurance market. Although the profit for the year
remained below desired levels, in 2014 the company achieved many successes that will have an impact on its future
development. Armeec received international recognition as "The Best Insurance Company in Bulgaria for 2014" by
the World Finance Global Insurance Awards 2014. Fourth consecutive year the company is in top 100 of the insurance
companies in Southeast Europe.
Last year in our annual message we shared with you that we perceive the management of the company as our
mission, which we carry out daily with respect, dedication, pride, and inspiration. Today, more than ever, we believe in
this. Today Armeec is not just a place of work for us and our employees, but a cause. We have also mentioned that
the formula for success of the company is the right balance between sustainability, strategy, innovation, technology,
investment, performance, promptness, culture, passion and dedication. The good organization, with which we faced
the catastrophic events in the spring and summer of 2014, proved that this formula is the right algorithm. The hundreds
of hours devoted to development of strategies and rules, the developed and improved information and management
processes, and the attracting of highly motivated and educated professionals proved to be a long-term profitable
investment that reached its peak in 2014.
In the light of the past year we are optimistic for the upcoming 2015, in which the insurance market in the country
will face a new challenge - the introduction of Solvency II Directive. Although this is a long expected change by the
companies, just like any significant change it requires time, effort, knowledge and investment. The thousands of
customers relying daily on Armeec do not allow us to simply hang up a sign "Closed for repair" and to "start repairing".
However, the eighteen years of experience have taught us that growth requires reasonable investment and heavy work
focused on the consumer values and on improving the company’s competitiveness.
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Bulgaria in 2014
Business Overview
In 2014 the global economic growth reached 3.3 per cent while maintaining the pace of growth of 2013. There was
acceleration of the real growth in the USA, the Eurozone and developed economies. Geopolitical tension between
Russia and Ukraine had a negative impact on the developing economies. In 2014, the GDP in real terms of the
Eurozone grew by 0.9 per cent on a year-over-year basis, compared with the decline reported in the previous two
years. The annual inflation rate on a global scale decreased to 1.7 per cent (2.6 per cent at the end of 2013) as a result
of the continuing reduction in the international prices of basic commodities and fuels.
The gradual improvement of external environment contributed to strengthening of economic activity in Bulgaria. The
growth rate of GDP in real terms accelerated to 1.7 per cent (1.1 per cent in 2012) and reached EUR 42,009 million,
at current prices. The deterioration of the indicators caused by factors such as uncertainty associated with the crisis
between Russia and Ukraine, the political instability in the country and the liquidity crisis in the banking sector had a
limited impact on economic activity.
Gross value added in the economy accelerated its growth and in real terms for the year increased by 1.6 per cent
(1.2 percent in 2013).
In 2014, the nominal growth rate of exports fell by 0.7 per cent while imports rose by 1.4 per cent year-over-year. As a
result of declining international prices of food, fuel and basic commodities, and the reduction of some regulated prices,
annual inflation at the end of 2014 was -2.0 per cent compared to -0.9 per cent at the end of 2013. Depreciation of euro
against the dollar in the second half of the year was a prerequisite to limit deflation in certain product categories, such
as industrial goods and foods.
The households’ savings rate remained high in 2014. The dynamics in monetary aggregates was temporarily affected
by the liquidity pressure, to which the banking system was exposed; as a result, part of fixed-term deposits was
withdrawn from the banking system, increasing money in circulation, and another part was transformed into overnight
deposits. The depositors’ confidence was quickly restored and the deposits started to return to the banking system
yet in July. In November, the banking licence of Corporate Commercial Bank was revoked and at the end of the year
the payout of guaranteed deposits began.
In 2014 the surplus in the balance of current and capital accounts of the balance of payments amounted to EUR
1,004.4 million (as compared to EUR 878.2 million in 2013).
Investments in share capital grew by 2.8 per cent in real terms with a major contribution of public investments to
reaching this result. In 2014 foreign direct investments in the country amounted to EUR 1,289.1 million (3.1 per cent of
GDP) against EUR 1,446.3 million (3.5 per cent of GDP) in 2013.
In 2014 the situation in the labour market on a global economic scale improved slightly. The number of employed
went up by 0.4 per cent after a decline of 0.4 per cent in 2013. The unemployment rate decreased from 13.0 per cent
in 2013, on average, to 11.4 per cent.
Long-term unemployment (over a year) continued to increase and its average annual share rose to 60.6 per cent of all
unemployed (57.4 per cent in 2013).
The labour productivity increased by 1.3 per cent (1.5 per cent in 2013). The growth of average compensation per
employee in nominal terms for the total economy fell to 1.5 per cent (from 8.8 per cent in 2013), while in real terms it
amounted to 3.2 per cent (8.5 per cent in 2013).
The amount of the gross external debt increased by EUR 2,829.5 million, reaching EUR 39.8 billion in December 2014
(94.7 per cent of GDP).
Sources: BNB and NSI

8

Insurance market
In 2014 the economy of the Eurozone recovered and the GDP marked a growth of 0.9 per cent. The gradual improvement
in external environment contributed to the strengthening of the economic activity in Bulgaria by 1.7 per cent in real
terms. The pace of GDP growth in real terms accelerated to 1.7 per cent. The gross added value in the economy
accelerated its growth and in real terms it posted an increase from 1.2 per cent in 2013 to 1.6 per cent in 2014.
At the end of 2014 the insurance companies domiciled in Republic of Bulgaria numbered 46, of which 30 general
insurers, 13 life insurers, 2 life insurance cooperatives and 1 reinsurer. According to the FSC at the end of 2014
insurance mediation was carried out through 390 insurance brokers and 26,988 insurance agents.
At the end of 2014 the Bulgarian insurance market was dominated by the general insurance business with a share of
82 per cent.
The gross premium income earned by the general insurance companies amounted to BGN 1,437 million or a 0.75 per
cent growth on an annual basis.
In 2014 the insurance penetration of the general insurance business was 1.78 per cent vs. 1.8 per cent in 2013, and
the insurance density amounted to BGN 194.8 per capita vs. BGN 196.8 in 2013.
Premium income of the general insurance market 2010-2014 (BGN'000)
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The premium income from Accident insurance went up by 5.5 per cent from BGN 25.4 million written at the end of 2013
to BGN 26.8 million at the end of 2014.
At the end of 2014, financial insurances (“Credit insurance“, „Guarantee insurance“ and „Miscellaneous financial losses
insurance“) reported a share of 1.1 per cent of the sector’s total premium income. Premium income written on these
types of insurance amounted to BGN 15.4 million or a increase of 5.3 per cent on an annual basis as compared to the
decline of -2.4 per cent in 2013.
In 2014 as a result of the great number of natural disasters such as floods, hail storms, hurricanes and landslips, the
amount of the claims paid by the general insurance companies increased. Casco and Property insurances reported
higher claims ratio. In ten types of insurance the increase of the paid claims exceeds the growth of the premium
income. Claims incurred under general insurance amounted to BGN 908 million or an increase of 35.5 per cent on an
annual basis. The amount of claims paid also increased by 15 per cent reaching BGN 838 million. Within the structure
of claims paid by types of insurance, the biggest share of 81 per cent was reported by Motor insurances (Motor third
party liability insurance and Motor Casco insurance) followed by Property insurances holding a share of 11 per cent.
At the end of the reporting period the assets of the general insurance companies amounted to BGN 2,164 million or
an increase by 3.3 per cent on an annual basisas compared to the end of 2013. The investments made by general
insurance companies rose by 0.3 per cent on an annual basis, reaching BGN 1,307 million at the end of 2014. The
solvency margin of the general insurance companies at the end of 2014 amounted to BGN 215.7 million, and their
guarantee capital amounted to BGN 187.7 million. The solvency margin coverage went up from 229 per cent at the end
of 2013 to 232 per cent at the end of 2014.
All general insurance companies had the necessary own funds, less intangible assets, to cover their solvency margin.
At the end of 2014, the amount of gross technical reserves set aside by general insurance companies increased by 3.6
per cent and reached BGN 1,766 million, and the net technical reserves went up to BGN 1,308 million.
During the last year the upward trend in assets, equity and net technical reserves in general insurance continued. If
compared with the end of 2013, the technical result of the general insurance companies was negative and at the end
of 2014 it amounted to BGN 6.5 million. The negative technical result reported in 2014 affected the net financial result,
which was BGN 1.2 million at the end of 2014.
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At the end of 2014, Property insurances in the country comprised a share of 18.6 per cent of the gross premium
income. The generated premium income amounted to BGN 267 million, or a growth of 1.5 per cent on an annual basis
vs. a growth of 1 per cent reported in the previous year.
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In 2014, Motor Insurance was the main business line in the portfolio of general insurance companies, with a share
of 68.4 per cent; respectively Motor third party liability insurance, with a share of 38.3 per cent; and Motor Casco
insurance, accounted for 30.1 per cent.
During the last year, the premium income earned on Third party liability insurance reported a decrease of 5 per cent on
an annual basis and amounted to BGN 550 million. There was a decline in the amount of the average premium on the
one-year contracts for this type of insurance. The average premium dropped from BGN 212.89 in 2013 to BGN 200.68
in 2014. The decline was due to the fact that at the end of 2014 there was an increase in the number of motor vehicles
insured under an insurance contract. The fact that this information was based on the statements and reports presented
by the insurers domiciled in the Republic of Bulgaria and excluded the information about the domestic activities of the
insurers from other EU Member States also affected the result.
For the period January - December 2014, the premium income from Motor Casco insurance amounted to BGN 431
million and reported a growth of 5 per cent on an annual basis. Relating primarily to the increasing number of new
automobiles sold and partly caused by the natural disasters in the country.
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About the company

Management
Armeec Insurance JSC has a two-tier management system consisting of Supervisory Board and Management Board.

Brief history

April 1996

Supervisory board
Armeec Insurance JSC was established in the structure of the Ministry of Defence.

June 1998	Armeec Insurance JSC was licensed to carry out insurance activities in the field of general
insurance pursuant to Licence No 7, issued by the National Insurance Council.
July 2002	Chimimport PLC acquired 91.92 per cent of the company capital. The Ministry of Defense and
the trade companies from its system retained 8.08 per cent of the company capital.
October 2007	Armeec Insurance JSC was assigned its first credit rating by the Bulgarian Credit Rating
Agency (BCRA).
April 2008	Armeec Insurance JSC sent notification to the Financial Supervision Commission of its
intention to provide insurance services on the territory of the European Union on a “freedom
of services” basis.
July 2011.	Armeec Insurance JSC is the first company which owns the naming rights of the sports and
entertainment facility Arena Armeec Sofia through a general sponsorship agreement.
December 2012	The company ranked first on the Bulgarian non-life insurance market with a market share of
12.8 per cent.
April 2014

Armeec Insurance JSC has acquired 100 per cent of the capital of the OJSC Itil Armeec

Chairman: Chimimport PLC, represented by Nikola Mishev
Members: Prof. Nansen Alfred Behar
C
 entral Cooperative Bank Plc,
represented by Georgi Konstantinov, Sava Stoinov and Tihomir Atanasov

Management board
Chairman: Rumen Georgiev
Members: Valentin Dimov, Alexander Kerezov, Tsvetanka Krumova

The Company is represented by
Executive Directors:
Rumen Georgiev and Tsvetanka Krumova

Insurance business
Armeec JSC is licensed to perform insurance activities on the territory of Bulgaria and the European Union. It is a
non-life insurance company, which is licensed to carry out insurance activities in all lines of general insurance - motor,
property, aviation, marine, rail vehicles insurance, construction, crop and livestock, tourist and personal insurances,
insurance of liabilities, financial and commercial risks insurance.

Reinsurance program
The company reinsures some of the risks in order to control its exposure to losses and protect its capital resources.
The reinsurance contracts of Armeec JSC cover the main types of insurance and comply with the general conditions
and underwriting rules approved by the company. Traditionally Armeec JSC places its reinsurance program with large
international brokers such as Aon-Benfield, Willis and others, based in London, UK.

Shareholders and share capital
As of 31 December 2014 the paid-up capital of Armeec Insurance JSC was BGN 33 019 thousand. Major shareholders
of Armeec JSC are, as follows:

Armeec JSC has established business relations with reinsurance companies of the highest class, namely Swiss Re;
MS Frontier Re Limited; Hannover Re, Germany; Partner Re, Lloyd’s of London etc.

Membership and credit rating
COMPANY

NUMBER OF SHARES

PER CENT

303 913

92.04

Niko-Comers JSC

7 146

2.16

Invest Capital JSC

6 920

2.10

Chimimport PLC

6 455

1.95

and other minority shareholders

5 756

1.75

CCB Group Ltd
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Armeec JSC is a member of a number of Bulgarian and international professional and trade organizations, such as:
Association of Bulgarian Insurers, National Bureau of Bulgarian Motor Insurers, Bulgarian Chamber of Commerce and
Industry, Sofia Chamber of Commerce and Industry, Bulgarian-Russian Chamber of Commerce and Industry, Bulgarian
National Insurance Nuclear Pool.
In November 2014 the Bulgarian Credit Rating Agency (BCRA) confirmed the long-term rating of Armeec JSC iBBB
(stable perspective), short-term rating A-3.

13

Staff
The total number of staff hired under employment agreements as at 31 December 2014 was 651. The analysis of the
age structure of personnel shows that employees up to 40 years old prevail, namely 55.4 per cent, and 55.1 per cent
of the stuff have worked for the company for more than 5 years. More than half of employees are women, or 54 per
cent. According to data, 67.1 per cent of employees are university graduates.
In 2014 the company continued to optimize its organizational structure aiming to increasing the share of direct
distribution and the effectiveness of sales through brokers and agents. The efforts directed towards strengthening
the employees’ loyalty and their commitment to the company continued through trainings, educational initiatives and
individual work.

Distribution of personnel by gender (2010-2014)
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Achievements
The premium income of Armeec Insurance JSC has been growing steadily for the last twelve years. The results
achieved are backed up by distinctions and prizes of national and international character.

Insurers

•In November 2014 Armeec Insurance JSC was awarded “Best Insurer in Bulgaria for 2014” from World Finance
Global Insurance Awards 2014.
• In the Insurer of the Year competition, organized by the Bulgarian Association of Insurance Brokers (BAIB) Armeec
Insurance JSC was honoured as:

Head Office stuff
(experts and directors)

•In the Insurer of the Year competition, organized by the Bulgarian Association of Insurance Brokers (BAIB) Armeec
Insurance JSC was honoured as:
- The insurer offering the best products in Motor insurance (2013);
Administrative
personnel

- The most correct insurer in the payment of claims for property damages (2012);
- The insurer offering the best products in Non-life insurance (2011).
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• At The International Financial Exhibition Banks Investments Money Armeec Insurance JSC were awarded for the
best product in Non-life insurance category:
- The combined insurance cover Travel Assistance Abroad and Trip Cancellation (2009)
- The combined insurance cover Motor Casco and Casco Extended Guarantee (2008)
- Protected Home insurance (2006)
•Armeec Insurance JSC was declared the most correct insurer in the Bulgarian insurance market for 2008 in an
inquiry held among insurance brokers, insurance agents and consumers of insurance services.
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Market Position

Armeec Insurance JSC is a leader in terms of premium income generated for 2014 by Travel Assistance insurance as
well, with income amounting to BGN 3.8 million and a market share of 23 per cent.

In 2014 Armeec Insurance JSC generated premium income amounting to BGN 196,896 thousand and with a growth of
11 per cent over the previous year ranked first in the non-life insurance market with a market share of 13.7 per cent.

Regarding the compulsory Motor Third Party Liability insurance, Armeec Insurance JSC recorded a sustainable growth
of 7.2 per cent as compared to 2013 and ranked third in the market with a premium income amounting to BGN 60.2
million and a market share of 11 per cent.

Premium income of the non-life insurance companies - 2014
Company
Armeec Insurance JSC
Bulstrad VIG
Lev Ins
DZI – General Insurance
Allianz Bulgaria
BUL INS
EUROINS
VICTORIA
OZK Insurance
UNIQA Insurance
Generali Insurance
Energia
HDI Insurance
HIC Bulgaria JSC
UHIF Doverie Insurance AD
Groupama
BEIA
IHIC Hope
UBB – AIG
Euroins – Health Insurance ZEAD
FI Health Insurance AD
DallBogg: Life and Health EAD
Insurance Company Medico – 21
Tokuda Health Insurance
IC Heath Insurance Institute
ZAD European Health Insurance Fund
OZOK Ins AD
IC ASSET INSURANCE AD
Saglasie Insurance
HIC Planeta JSC
TOTAL

Premium income (BGN’000)
196,896
171,073
170,132
142,926
141,683
119,814
82,886
71,475
70,363
63,547
59,095
58,483
30,009
7,700
6,530
6,504
6,240
5,750
4,533
3,643
3,048
2,712
2,547
2,342
1,672
898
678
582
570
2
1,434,333

In 2014 for the twelfth consecutive year the company reported increased premium income. The company reported
good results also in Motor insurance and Travel Assistance Abroad insurance. Armeec Insurance JSC achieved
growth in almost all types of business.

At the end of the year the company scored a growth in almost all types of business, and namely - in Property insurances
– 9.7 per cent, Liability insurances – 11.5 per cent, Personal Accident insurances – 20.9 per cent, Financial Risks
insurance – 14.2 per cent, Cargo and Carrier’s Liability insurance – 30.7 per cent, and Marine insurance – 75.9 per
cent.

Market share of Armeec Insurance JSC by major business lines as of 31 December 2014
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77%
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Travel Assistance

Gross premium income of non-life insurance companies at the end of 2014 amounted to BGN 1,434 million, rising up
with 0.76 per cent on a year-to-year basis.
In 2014 Armeec Insurance JSC was the most successful motor insurer in the country. Against the background of
numerous natural disasters with mass striking effect on automobiles, most of the Bulgarian insurers reported a growth
in Motor Casco insurance, closing the year by a total increase of 5 per cent. Armeec preserved its leading position in
this type of business, with a growth by 12.7 per cent and a premium income amounting to BGN 105.7 million.
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Insurance Results

In Motor Casco insurance Armeec Insurance JSC added BGN 11.9 million to its premium income for 2013 and again
became a leader with income amounting to BGN 105.7 million and a market share of 25 per cent.

Not with standing the year 2014 was a difficult year for most economic subjects and was marked by
turbulent public and natural processes, the year was an extremely successful one for Armeec Insurance
JSC, during which the company managed to strengthen its positions as a correct and reliable insurer. The
company ended the year as a leader on the insurance market in the country, reporting a growth in premium
income for the twelfth consecutive year and occupying leading positions in almost all types of insurance.

Premium Income from Motor Casco (BGN million)

Premium Income from Motor TPL (BGN million)
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Insurance market
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In 2014 Armeec Insurance JSC added more than BGN 19 million to its premium income for 2013 and ranked
first among the non-life insurance companies in Bulgaria with premiums amounting to BGN 196,896 thousand.
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Premium income of Armeec Insurance JSC for the period 2010-2014 (BGN’000)
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Over the year Property insurances comprised a share of 6.6 per cent in the company’s portfolio. The premium income
generated from this business line amounted to BGN 12.9 million or a growth of 9.7 per cent as compared to 2013.
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Portfolio structure of Armeec Insurance JSC as at 31 December 2014
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Premium Income from Personal Accident Insurance
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In 2014 Armeec Insurance JSC improved its positions in marine insurance business. The company scored a growth in
premium income of 75.9 per cent compared with a year earlier.
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During the past year, Motor insurances comprised the largest share in the portfolio of Armeec Insurance JSC. Motor
Casco insurance had a share of 54 per cent and Motor Third Party Liability insurance - 31 per cent. Property and
Aviation Hull insurance accounted respectively for 7 per cent and 3 per cent, and Accident and Travel Assistance
insurances had a total share of 3.64 per cent in the company’s portfolio.
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60.20

In the other type of motor insurance - Motor Third Party Liability insurance, Armeec Insurance JSC registered a stable growth
of 7.2 per cent as compared to 2013 and with a premium income amounting to BGN 60.2 million the company ranked third
in the market for this type of insurance.

196 896
19 484

9 158

120 000

80 000

800%

93.82
79.07

200 000

56.13

2.79

200%
150%

0%

100%

-10%

50%

-20%

2010

2011

2012

2013

2014

0%

Armeec Insurance JSC ranked first in Travel Assistance insurance with a premium income exceeding BGN 3.8 million and a
market share of 23 per cent, and in Personal Accident insurance the premiums earned amounted to BGN 3.4 million.
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Premium income of Armeec Insurance JSC by lines of business (2013-2014)
TYPE OF INSURANCE

At 31 December 2014

At 31 December 2013

(BGN’000)

share (%)

(BGN’000)

share (%)

105,744

53.7%

93,815

52.9%

Motor TPL

60,198

30.6%

56,132

31.6%

Property insurance

12,939

6.6%

11,796

6.6%

Aviation insurance

4,979

2.5%

5,158

2.9%

Personal Accident insurance

3,369

1.7%

2,788

1.6%

Travel Assistance

3,794

1.9%

3,098

1.7%

Financial risks

1,373

0.7%

1,203

0.7%

Liabilities

2,526

1.3%

2,266

1.3%

848

0.4%

515

0.3%

1,127

0.6%

641

0.4%

196,896

100%

177,412

100%

Motor Casco

Cargo
Marine insurance
Total:

As at 31 December 2014 the claims ratio with regard to all types of insurance was calculated as equal to 57 per cent
compared to 43 per cent at the end of 2013. The highest ratio was scored by Motor Casco, or 75 per cent. This result
was conditioned by the numerous catastrophic events, including the severe hail storm in the area of Sofia on 8 July
2014. The amount of claims paid under Motor Casco insurance amounted to BGN 79.4 million, which represented 71
per cent of all claims paid by Armeec Insurance JSC at the end of 2014, or a growth of 64.6 per cent compared to the
end of 2013.
Claims paid at the end of 2014 under Property insurances amounted to almost BGN 6 million, or a growth of 29.7
per cent over the previous year. The increase was due to the severe damages caused to residential, industrial and
administrative buildings, as well as to farm land.

Claims paid by Armeec Insurance JSC by lines of business (2013-2014)
TYPE OF INSURANCE

At 31 December 2014

At 31 December 2013

(BGN’000)

share (%)

(BGN’000)

share (%)

Motor Casco

79,399

71.1%

54,286

67.3%

Motor TPL

19,055

17.1%

18,102

22.4%

Property insurance

5,992

5.4%

4,602

5.7%

Aviation insurance

3,702

3.3%

1,298

1.6%

789

0.7%

702

0.9%

1,184

1.1%

959

1.2%

73

0.1%

78

0.1%

1,090

1.0%

460

0.6%

Cargo

224

0.2%

135

0.2%

Marine insurance

160

0.1%

91

0.1%

111,668

100%

80,714

100%

Personal Accident insurance
Travel Assistance
Financial risks
Liabilities

Total:
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Key Financial Data

Business Overview

The own funds of Armeec Insurance JSC as at 31 December 2014 amounted to BGN 50,098 thousand and the
solvency margin amounted to BGN 27,364 thousand (in accordance with Article 20 of the Ordinance on the Own
Funds and Solvency Margin of Insurers, Reinsurers and Health Insurance Companies).

The year 2014 was marked by numerous catastrophic events, which affected the economy as a whole, but also the
insurance market in particular. This effect was observed in different directions; on the one hand, the unfavourable
events increased the amount of claims paid in almost all types of insurance. Mostly as a result of the severe hail storm
in the area of Sofia, the amount of claims paid under Motor Casco insurance rose by 35 per cent compared with a year
earlier. With respect to Property insurance the growth in claims paid was considerable as well – 48 per cent compared
to the previous year, with the increase being due to a series of hail storms, hurricane winds, pouring rains and floods,
which caused significant damages to residential, industrial and office buildings, as also to farm land.

In 2014 Armeec Insurance JSC completed the acquisition of the Russian insurance company Itil for the amount of
BGN 12,587 thousand. In view of the above, the company’s own funds less intangible fixed assets and participations in
other entities amount to BGN 33,694 thousand and cover the statutory solvency margin. The coverage ratio of statutory
solvency margin by own funds is 123 per cent.
The guarantee capital of the company amounts to BGN 9,121 thousand and its coverage ratio of own fund is 369 per
cent.
Armeec Insurance JSC ended the year as a leader in the insurance market of the country, reporting a growth in
premium income in almost all types of insurance. However, the unfavourable weather conditions led to numerous
catastrophic events and Armeec Insurance JSC reported a negative financial result for 2014 amounting to BGN 10,879
thousand. This result does not affect the company’s stability, as Armeec Insurance JSC holds sufficient assets to
guarantee the liabilities assumed under insurance contracts and together with the reinsurance program ensure its
financial stability. As at 31 December 2014 the long-term assets of Armeec Insurance JSC amounted to BGN 66,137
thousand and comprised 22.74 per cent of the company’s assets.
The gross amount of insurance and technical reserves is fully collateralised by investments in highly liquid assets in
compliance with the requirements of the regulatory authorities. To avoid risk concentration, the company endeavours
to comply with the restrictions imposed on investments of insurance reserves (by keeping them within the percentages
stipulated in the relevant legislation). The total insurance reserves of Armeec Insurance JSC set aside as at 31
December 2014 amounted to BGN 234,551 thousand, or 17 per cent up than the previous year.
The financial instruments of Armeec Insurance JSC are administered, taking into account the changes in market
conditions. The market risk exposures are managed in accordance with the approved limits and in compliance with
the requirements of the local and European law. To diminish the market risk, the company endeavours to diversify
at maximum its portfolio investments in relation to a particular business sector, business structure or an issuer.

Key Financial indicators
Ratios of Armeec Insurance JSC

2010

2011

2012

2013

2014

155,269

161,733

170,891

177,412

196,896

11.29%

11.87%

12.79%

12.46%

13.70%

4.74%

4.16%

5.66%

3.82%

11%

-5.63%

-0.9%

-1.9%

6.54%

0.76%

Operating profit / loss (BGN’000)

6,917

936

1,035

497

-10,755

Net operating profit / loss (BGN’000)

6,718

899

205

443

-10,879

Assets (BGN’000)

175,799

222,033

257,062

284,159

306,480

Net assets (equity)

41,131

41,415

58,524

60,658

50,097

Share (registered) capital (BGN’000)

15,019

15,019

15,019

33,019

33,019

Premium income, net of reinsurance

139,343

142,812

155,562

162,710

180,233

Technical result (BGN’000)

614

577

-8,759

-3 757

-16,018

Net loss ratio (%)

49%

53%

59%

53%

57%

Gross premium income (BGN’000)
Market share (%)
Annual growth of gross premium income (%)
Annual growth of non-life insurance market (%)

The 2014 technical result is negative – BGN 16,018 thousand, net. The price of reinsurance, because of the activation
of the catastrophic contract, is also negative – BGN 18,972 thousand. The above shows that thanks to reinsurance and
co-insurance the company increases its capacity to assume more and higher risks without being excessively exposed
to danger. The financial result for 2014 is negative and amounts to BGN 10,879 thousand; however, this result does not
affect the company’s stability.
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On the other hand, against the background of undermined confidence in financial institutions, the above catastrophic
events enabled the insurers to demonstrate their sustainability to crises and ability to react timely, and most of all, their
financial stability.
Though the year 2014 was a difficult year for most economic entities and was marked by turbulent public and natural
processes, it was an extremely successful year for Armeec Insurance JSC, during which the company managed to
strengthen its positions as a correct and reliable insurer. With a premium income amounting to BGN 196,896 thousand
and a market share of 13.7 per cent, the company ranked first among the non-life insurance companies in Bulgaria.
The motor insurance business had the most significant contribution to this result. Armeec Insurance JSC reaffirmed its
position as a leading auto insurer thanks to its most competitive conditions, quality of service and exceptional reaction
in situations of crises. The tariffs were optimised with the aim to improve the quality of the portfolio.
New technological solutions are an important factor for achieving high quality and efficiency of the company operations.
In 2014 the work on the successful integration with the brokerage system and the new web application for sale of Motor
Casco insurance policies continued. In parallel, the development of the modules for issuance of property insurance
policies through the web application commenced, being planned to start with the Protected Family insurance in the
beginning of 2015.
The optimisation of the General Terms and Conditions and the Tariffs of some of the property insurances – Protected
Home insurance and Protected Family insurance, which was completed in 2013, combined with the traditionally good
work done on the claims handling and settlement part, led to a growth in the premium income from this type of
business by 9.69 per cent compared to the previous year. The work on a number of projects relating to the introduction
of innovative methods in property insurance continued in 2014 as well.
During the year the company developed a new insurance product – Public liability insurance in connection with Clinical
Trial of Medicines. The Event Cancellation insurance was launched successfully as well, in connection with the Opera
in the Square project conducted jointly with the National Opera and Ballet and the Sofia City Municipality.
In 2014 the company was awarded “Best Insurer in Bulgaria for 2014” from World Finance Global Insurance Awards
2014.
For the fourth consecutive year Armeec Insurance JSC was included in the SeeNews’ list of the top insurance
companies in Southeast Europe, taking 21st position in 2014.
Armeec Insurance JSC continued its work on socially responsible campaigns and in 2014 was launched “the Patriotism
Project”, which is the biggest in scope and the most comprehensive campaign until now. The aim of the project is
to remind people of history, traditions and the lessons in patriotism from the past that today’s generations have not
read about or have forgotten. The campaign was implemented in several stages through the year and it received
a considerable support from various national and regional media. The first two stages of the campaign related to
attaching a poster-size colour rendering of the Braila Flag and of notable Bulgarians on memorable dates of the
Bulgarian history in every copy of the Trud and Pressa Newspapers. The next stages were carried out on a regional
level, by giving copies of these posters to kindergartens, schools, community centres, libraries and universities.
Within the Patriotism Project, Armeec Insurance JSC supported the implementation of the initiative of the Struma
Southwest Newspaper – the Favourite Teacher and Enlightener of the Pirin Region 2014 Competition. The competition
ended on 1 November – the National Enlighteners Day. The Patriotism Project was completed with a jubilee concert
that was held in the town of Smolyan on the same date to commemorate the 10th anniversary of the 101 Kaba Gaidi
Bagpipe Orchestra.
Within the campaign “Bringing Back the Saker Falcon to Bulgaria!”, voliers were constructed at the Wildlife Rescue
Centre in the town of Stara Zagora in 2014, fully financed under the project, and the young falcons hatched in the
centre were released.
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Traditionally over the year, the company continued to support various sports initiatives:
- For the third consecutive year, Armeec Insurance JSC insured the participants in the National Tournament
Ariana Amateur League;
- The partnership with the most successful Bulgarian motorcyclist Martin Choy continued in 2014 as well;
- The alpinist from the town of Sliven – Atanas Skatov MD continued the accomplishment of his project for
climbing the 7 highest mountain peaks on the 7 continents. In 2014, with the support of Armeec, Skatov climbed
the highest mountain peaks in South America – the Aconcagua Peak, in Australia and Oceania - Puncak Jaya,
in Antarctica – Mount Vincent, and the highest peak on the planet – Everest.
In 2014 the promotion of the brand Armeec continued through the management of the naming rights held over the
Multifunctional Sports Hall Arena Armeec Sofia. Communication with public in the Hall was improved significantly,
through the organisation of a great number of promotional and advertising activities.

Future Development
The future development of Armeec Insurance JSC is directed towards strengthening the company’s position as a
leader in the insurance market through adapting it to the new solvency regime in compliance with Directive 2009/138/
ЕC and its transposition to the Bulgarian law in 2015. The specific short-term activities relate to balancing the portfolio
and further improvement of the risk assessment. The work on enhancing the operating activity continues through the
introduction of new technology and information systems, and staff training.
In 2015 a module for issuance of Protected Family insurance policies through the web application will be commissioned
and the work on developing similar modules for the other insurance products offered by the company will continue.
The company will further develop its branch network, taking into account the economic characters of the regions; it will
promote the direct sales and will improve the efficiency of its work with brokers with the aim to attract new business.
The company envisages to create regional operations and to actively participate in the social and cultural life of local
communities.
Joint projects will be carried out also with the newly acquired company from the Russian Federation – Itil Armeec,
aiming at increasing the competitiveness of both companies and sharing good practices.
Implementation of joint projects and partnership with the companies from Chimimport Holding will ensure greater
synergies and competitive advantages in the future operations of Armeec Insurance JSC.
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Financial statements

Statement of financial position (continued)

Statement of financial position

Notes

31 December
2014
BGN ‘000

31 December
2013
‘BGN ‘000

Share capital

18.1

33 019

33 019

Other reserves

18.2

46 547

46 104

18.3

(18 590)

(18 908)

(10 879)

443

50 097

60 658

19

234 551

200 910

20.2

228

264

11

383

223

611

487

20.2

1 760

1 601

Finance lease liabilities

8.1

19

34

Liabilities on insurance and reinsurance contracts

21

15 721

15 604

Short-term related parties payables

35

61

75

Trade and other liabilities

22

3 660

4 790

Current liabilities

21 221

22 104

Total liabilities

21 832

22 591

306 480

284 159

Equity, insurance reserves and liabilities

Assets

Notes

31 December
2014
BGN ‘000

31 December
2013
‘BGN ‘000

Non-current assets

Equity

Intangible assets

5

3 407

4 523

Revaluation reserve

Property, plant and equipment

6

6 959

7 253

Retained earnings

Investments in subsidiaries

7

12 637

50

Investment property

9

28 297

27 192

Long-term financial assets

10

360

360

Related parties receivables

35

10 560

8 434

62 220

47 812

Non-current assets
Current assets

Total equity

Insurance reserves

Liabilities
Non-current liabilities

Financial assets held for trading

12

85 963

82 717

Financial assets available for sale

13

3 361

3 007

Deferred tax liabilities

Receivables on insurance and reinsurance
agreements

14

63 059

58 654

Non-current liabilities

Inventories

15

1 490

1 371

Reinsurance assets

19

15 366

20 330

125

125

Income tax receivables
Related party receivables

35

17 873

20 672

Trade and other receivables

16

10 460

11 272

Cash and cash equivalents

17

46 563

38 199

Current assets

244 260

236 347

Total assets

306 408

284 159

Pension and other employee obligations

Current liabilities
Pension and other employee obligations

Totalequity, insurance reserves, and liabilities
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Statement of profit or loss and other comprehensive income for the year ended 31 December

Statement of changes in equity for the year ended at 31 December

Note

31 December
2014
BGN ‘000

31 December
2013
‘BGN ‘000

Premium income

23

196 896

177 412

Reinsurers’ premium share

24

(16 663)

(14 702)

180 233

162 710

(111 618)

(80 714)

37 526

5 569

(74 092)

(75 145)

Net premium income
Insurance amounts and compensations

25

Income from reinsurance amounts and compensations
Insurance amounts and compensations, net
Net change in insurance reserves

26

(33 641)

(25 560)

Other insurance and reinsurance expenses, net

27

(53 982)

(36 312)

18 518

25 693

28

(13 417)

(13 134)

Operating profit
Administrative expenses
Employee benefits expenses

20.1

(20 848)

(17 954)

Other expenses

29

(1 115)

(1 292)

Other income

30

545

980

Gain from investment property

9

1 105

153

Net gain from financial assets held for trading

31

3 116

4 790

Finance expenses

32

(247)

(394)

Finance income

32

Profit before tax
Income tax expense

1 588

1 655

(10 755)

497

(124)

(54)

(10 879)

443

33

Profit for the year
Other comprehensive income
Financial assets available for sale
- current year gain /(loss)

354

1 373

Income tax, related to the components of other
comprehensive income

(36)

(137)

Other comprehensive income / (loss)for the year,
net of tax

318

1 236

(10 561)

1 679

Total comprehensive income/ (loss) for the year

Prepared by: ..........................
Yulia Staneva

Executive Director: ............................
Rumen Georgiev

Date: 05.03.2015

Executive Director: ...................................
Tsvetanka Krumova

Share
capital

Other
reserves

Revaluation
reserve

Retained
earnings

Total
equity

33 019

46 104

(18 908)

443

60 658

Loss for the year

-

-

-

(10 879)

(10 879)

Other comprehensive income

-

-

318

-

318

Total comprehensive income
for the year
Transfer of retained earnings to
other reserves

-

-

318

(10 879)

(10 561)

-

443

-

(443)

-

33 019

46 547

(18 590)

(10 879)

50 097

All amounts are
presented in
BGN ‘000
Balance at 1 January 2014

Balance at 31 December
2014
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Statement of changes in equity for the year ended 31 December (continued)

Statement of cash flows for the year ended 31 December

Share
capital

Other
reserves

Revaluation
reserve

Retained
earnings

Total
equity

15 019

63 444

(20 144)

205

58 524

-

455

-

-

445

Issue of share capital

18 000

(18 000)

-

-

-

Transactions with owners

18 000

(17 545)

-

-

445

Profit for the year

-

-

-

443

443

Other comprehensive income

-

-

1 236

-

1 236

All amounts are presented
in BGN ‘000
Balance at 1 January 2013
Reserves formation for capital
increase

Total comprehensive loss for the
year
Transfer of retainedearnings to
other reserves
Balance at 31 December 2013

-

-

1 236

443

1 679

-

205

-

(205)

-

33 019

46 104

(18 908)

443

60 658

Note

31 December
2014
BGN ‘000

31 December
2013
‘BGN ‘000

191 337

165 586

Operating activities
Cash receipts from insurance contracts
Cash receipts from reinsurance contracts

27 169

970

(111 669)

(110 888)

Cash paid for reinsurance contracts

(10 638)

(10 876)

Cash paid to suppliers

(10 313)

(6 171)

Cash paid to employees and social security institutions

(20 848)

(17 954)

Income tax paid

(1 457)

(3 122)

Other taxes paid

(3 585)

(1 623)

Other payments for operating activities

(50 308)

(32 226)

Net cash flow from operating activities

9 688

(16 304)

Purchase of property, plant and equipment

(370)

(379)

Purchase of intangible assets

(121)

(166)

Acquisition of financial assets held for trading

(798)

-

(1 289)

(545)

(34)

(77)

-

455

Cash paid for insurance contracts

Investing activities

Net cash flow from investing activities
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Financing activities
Payments on finance lease
Proceeds in regards to reserves formation for capital
increase

(1)

(3)

(35)

375

8 364

(16 474)

38 199

(54 746)

-

(73)

46 563

38 199

Interest payments
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INDEPENDENT AUDITOR’S REPORT
To the shareholders of
ZAD Armeec
Sofia

Report on the Financial Statements
We have audited the accompanying financial statements of ZAD Armeec, which comprise the statement of financial
position as of 31 December 2014, and the statement of profit or loss and other comprehensive income, statement
of changes in equity and statement of cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards, as adopted by EU and Bulgarian legislation and for such internal control
as management determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Opinion
In our opinion, the financial statements give a true and fair view of the financial position of ZAD Armeec as of 31
December 2014, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards, as adopted by EU and Bulgarian legislation.

Report on Other Legal and Regulatory Requirements – Management’s report for the year ended
31 December 2014
We have reviewed the management’s report for the year ended 31 December 2014 of ZAD Armeec, which is not
part of the financial statements. The historical financial information in the management’s report complies in its main
aspects with the financial information, presented in the financial statements for the year ended 31 December 2014,
prepared in accordance with International Financial Reporting Standards, as adopted by EU and Bulgarian legislation.
The preparation of the management’s report is responsibility of the management.

Mariy Apostolov
Registered auditor
responsible for the audit
Managing partner

Milena Mladenova
Registered auditor
responsible for the audit

Grant Thornton Ltd.
Auditing Company
30 March 2015
Bulgaria, Sofia

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are
free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
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DISTRIBUTION AND BRANCH NETWORK
As at 31 December 2014 the company performed activities through 53 agencies and over 60 representative offices. All
types of non-life insurance products are offered in the offices of Armeec JSC and through 355 insurance brokers and
1100 insurance agents, working with the company.

Silistra
Vidin

Dulovo

Ruse
Isperih

Lom

Targovishte
Troian

Montana
Berkovitsa

Vratsa
Mezdra
Svoge

Bankia

Pleven

Pirdop

Pernik

Panagyurishte
Kyustendil
Dupnitsa

Samokov

Blagoevgrad
Velingrad
Razlog
Bansko
Sandanski

Veliko
Tarnovo
Gabrovo

Sliven
Karlovo

Pazardzhik

Provadia

Aytos

Kazanlak
Stara Zagora

Yambol

Bourgas

Chirpan

Plovdiv
Asenovgrad
Peshtera

Gotse Delchev

Varna

Shumen
Omurtag

Sevlievo

Botevgrad

Sofia

Gorna Oryahovtsa

Lovech

Dobrich

Dimitrovgrad
Haskovo
Svilengrad

Smolyan

Kardzhali

Petrich

Head offices
Sofia, 2 Stefan Karadzha St., phone: +359 2/ 8119 100
Sofia, 20 Frederic Joliot Curie St., phone: +359 700 1 3939
Sofia, 425 Slivnitsa Blvd., phone: +359 2/ 44 77 888
Sofia, 8D Byalo pole St., phone: +359 2/ 90 37484
Sofia, Sofia airport, terminal 2, phone: +359 2/ 945 91 42
Sofia, 87 Tsarigradsko shoes Blvd., phone: +359 2/ 967 62 75

Claims handling offices
Sofia, 20 Frederic Joliot Curie St., phone: +359700 1 3939
Sofia, 357А Slivnitsa Blvd., phone: +359 2/ 44 77 883
Sofia, 8D Byalo pole St., phone: +359 2/ 9037 487
Blagoevgrad, 1 Alexander von Humboldt St., phone: +359 73/ 83 16 30
Burgas, Slaveykov district, bl. 161, entr. A, ground floor., phone: +359 56/ 84 67 42
Varna, 279A Vladislav Varnenchik Blvd., phone: +359 52/ 73 30 55
Veliko Tarnovo, 24 Filip Totyu St., phone: +359 62/ 52 02 21
Gabrovo, 54 Bryanska St., phone: +359 66/ 80 48 98
Gotse Delchev, 2B Gotse Delchev Blvd., phone: +359 751/ 21 11 27
Dobrich, 47 3-ti Mart Blvd., phone: +359 58/ 60 02 97
Kazanlak, 43 Knyaz Al. Batenberg Blvd., 2nd floor, office 3, phone: +359 431/ 6 29 73
Lovech, 81 Bulgaria Blvd., phone: +359 68/ 60 01 03
Pernik, 1 Yuriy Gagarin St., Industrial area, phone: +359 76/ 67 03 31
Pleven, Druzhba 1 district, Autocomplex Toyota, phone: +359 64/ 82 40 70
Plovdiv, 2А Mendeleev St., phone: +359 32/ 62 31 98
Stara Zagora, 59 Hadzhi Dimitar Asenov St., phone: +359 42/ 62 01 97
Haskovo, 124 Bulgaria Blvd., 1st floor, office 11, phone: +359 38/ 66 61 26
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Agencies
Bansko, 79 Pirin Str., phone: +359 749/ 8 37 04
Blagoevgrad, 7 Bratya Kitanovi St., phone: +359 73/ 88 01 37
Burgas, 1 Konstantin Fotinov St., phone: +359 56/ 84 28 29
Varna, 35 Radko Dimitriev St., phone: +359 52/ 63 07 75
Varna, 3 General Parensov St., phone: +359 52/ 60 35 73; 60 37 26
VelikoTarnovo, 42 Nikola Gabrovski St., phone: +359 62/ 60 02 38
Vidin, 48 Tsar Simeon Veliki St., phone: +359 94/ 60 04 34
Vratsa, 7 Krastyu Balgariyata St., phone: +359 92/ 66 04 96
Gabrovo, 54 Bryanska St., phone: +359 66/ 80 48 97
Gotse Delchev, 4 Georgi S. Rakovski St., phone: +359 751/ 6 09 64
Dobrich, 7 Ekzarh Yosif St., phone: +359 58/ 60 25 64
Dupnitsa, 21A Hristo Botev St., phone: +359 701/ 5 11 51
Kazanlak, 43 Knyaz Al. Batenberg Blvd., office 1, 2, phone: +359 431/ 6 39 61
Kardzhali, 47 Republikanska St., phone: +359 361/ 6 58 17
Lovech, 8 Dimitar Pashkov St., phone: +359 68/ 60 19 00
Montana, 18 Graf Ignatiev St., phone: +359 96/ 30 43 05
Pazardzhik, 1 Konstantin Velichkov St., phone: +359 34/ 44 04 74
Pazardzhik, 18 Al. Stamboliyski Blvd., phone: +359 34/ 44 30 90
Pernik, Yuriy Gagarin St. bl. 7, phone: +359 76/ 67 20 90
Pernik, Krakra St. bl. 61, phone: +359 76/ 60 11 00
Petrich, 6 Capt. Nikola Parapanov St., phone: +359 878/ 308 630
Pleven, 7 Danail Popov St., phone: +359 64/ 83 05 31
Plovdiv, 2А Mendeleev St., phone: +359 32/ 62 24 02; 63 30 61
Plovdiv, 2 Tsaribrod St. /Dzhumayata/, phone: +359 32/ 63 85 65
Plovdiv, 2 Samara St., phone: +359 32/ 94 19 09
Razgrad, 36 Beli Lom St., 1st floor, apt.1, phone: +359 84/ 66 06 38
Ruse, 10 Sveta Troitsa Sq., phone: +359 82/ 83 43 77; 83 46 40
Samokov, 4 Iskar Blvd., phone: +359 722/ 6 61 94
Silistra, 3 Georgi S. Rakovski St., phone: +359 86/ 82 16 75
Sliven, 11 Tsar Osvoboditel Blvd., phone: +359 44/ 66 29 62
Smolyan, 1 Dimitar Blagoev St., phone: +359 301/ 6 39 37
Sofia, 21 General Gurko St., phone: +359 2/ 981 11 12; 981 55 54
Sofia, Lozenets district, 71 James Bourcher Blvd., 2nd floor, phone: +359 2/ 866 25 96
Sofia, 9-11 Hadzhi Dimitar St., phone: +359 2/ 986 77 84; 986 77 85
Sofia, 134 Aleksandar Stamboliyski Blvd., phone: +359 2/ 421 96 93
Sofia, Iztok district, 17 Frederic Joliot Curie St., bl. 156-2, phone: +359 2/ 870 30 88
Sofia, 71 Vitosha Blvd., entr.1, 2nd floor, phone: +359 2/ 951 62 55
Sofia, Mladost 1 district, 14B Andrey Saharov Blvd., phone: +359 2/ 974 43 36
Sofia, 93B Simeonovsko shose Blvd., phone: +359 2/ 962 90 53
Sofia, Ovcha Kupel district, 5-7 Mesechinka, 2nd floor, office 2, phone: +359 2/ 489 45 02
Sofia, 31 Gotse Delchev Blvd., bl. 76, phone: +359 2/ 859 83 41
Sofia, 2 Dragan Tsankov Blvd., phone: +359 2/ 963 50 32
Sofia, Sveta Troitsa district, bl. 173, entr.E., phone: +359 2/ 862 60 11
Sofia, 201A Bratya Bakston Blvd, phone: +359 2/ 850 16 54
Sofia, 109 Bulgaria Blvd, Business Centre Vertigo, phone: +359 02/ 434 10 41
Sofia, 34 Khan Asparuh St., phone: +359 2/ 989 06 13
Stara Zagora, 7 Metodi Kusev St., phone: +359 42/ 62 33 03; 62 03 33
Stara Zagora, 58 General Gurko St., 2nd floor, phone: +359 42/ 60 13 78
Targovishte, 2 Vasil Levski St., phone: +359 601/ 6 16 06
Haskovo, 26 Saedinenie Blvd., phone: +359 38/ 62 25 84; 66 54 51
Shumen, 10 Patleyna St., phone: +359 54/ 88 41 02
Yambol, 44 Strahil Voyvoda St., 1st floor, office 1, phone: +359 46/ 66 11 67
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ZK Itil Armeec
About Us
1994

 he insurance company was registered in the Financial Organizations Register under the name Zarechenskaya.
T
In 1995 the company was renamed to Open Joint Stock Company (OJSC) Itil.

2003

 he insurance company became one of the first insurance carriers in the Republic of Tatarstan to get a license
T
for obligatory motor third-party liability insurance (OSAGO).

2012

 or the first time in its history OJSC Insurance Company Itil was awarded an individual reliability rating of BBB
F
by the National Ratings Agency.

2014

OJSC Insurance Company Itil was renamed to Open Joint Stock Insurance Company Itil Armeec.

Shareholders
The authorized capital of OJSC ZK Itil Armeec as of 31.12.2014 comes to 2 170 000 Euro. The Company’s sole
shareholder is Armeec Insurance JSC.

Management
Director General:
Elena VasilievnaTodorova
Board of Directors:
Valeriy Valerievich Martinenko
Elena VasilievnaTodorova
Rumen Rumenov Georgiev
Tsvetanka Donkova Krumova
Dimitriy Yurievich Trutnev

Rating

Reinsurance
The major reinsurance carriers OJSC ZK Itil Armeec has been working with in 2014 are:
1. OOD SK TIT, reinsurance number 1182, Reliability Rating: А (high degree of reliability);
2. OJSC Transsiberian Reinsurance Corporation, reinsurance number 1522, reliability rating А+ (very high degree of
reliability);
3. Closed Joint Stock Company (ZAD/ZAO) United Insurance Company, reinsurance number 2346, reliability rating А+
(very high degree of reliability);
4. OOD KAMA RE Reinsurance Company, reinsurance number 3117, reliability rating А (high degree of reliability).

Market Environment and OJSC ZK Itil Armeec’s Positions
As of December 31, 2014 the number of registered insurance carriers stands at 416, 404 of those are insurance
organizations and 12 are mutual insurance companies.
The growth of the quarterly insurance premium installments matches the inflation rate which is 8 to 9 per cent.
In 2014 total premium income grew by 9.21 per cent as compared to 2013 reaching 14 billion EUR. Total claims paid
in 2014 went to 6 billion EUR which is by 12.24 per cent more than the previous year.
In October the Central Bank (CB) increased its basic rates in Motor TPL Insurance by 23 to 30 per cent which helped
stave off a market collapse for this type of insurance. The price increase was a premise for improvement of the
profitability of the insurance companies. However, over the first two quarters of 2014 it did not go above 2.5 per cent.
Despite the positive effect of the reform in the field of Motor TPL insurance, claim rates for auto insurance shot up due
in no small amount to bad court practices and the increase of insurance fraud. Insurers offering Casco Insurance also
suffered. Their business collapsed in step with the devaluation of the national currency.
December 2014 marked a milestone for the insurance industry –the Supreme Court started to discuss essentially the
Plenum’s Draft Decree on the application of the Motor TPL Insurance Act by the country’s courts.
The Russian Association of Motor Insurers (RAMI) approved a common set of methods for calculation of repair costs.
To assist the companies offering Motor TPL insurance, in 2014 RAMI made its Database available to them, which
enabled tracking claim rates for individual drivers.
The insurance companies concentrated their efforts to create a system for large-scale home insurance, standards for
overseas travel insurance were adopted, plans for state-subsidized agricultural insurance were developed, as well as
the main structure of the space risk insurance that will be offered at certain point in the future, it has been started the
discussion about the future changes in the voluntary and obligatory medical insurance and pension.
During the crisis, insurers supported demand in property insurance for individuals by offering package products and
improving their customer service. The low claims rate in this segment (22.8 per cent based on data from the first two
quarters of 2014 ) as compared to claim rates for other types of insurance along with its untapped potential (less than
20 per cent of homes in Russia are insured) make it attractive for the insurers.

In December of 2014 the ratings agency Expert RA awarded OJSC ZK Itil Armeec an individual reliability rating of В++
which translates as “Acceptable Degree of Reliability”. The forecast attached to the rating is for improvement (this
means that in the medium term the possibility of changes in the rating is equal to the likelihood of it remaining the
same).

Membership in Various Organizations
OJSC ZK Itil Armeec is member of the Insurer’s Union of the Republic of Tatarstan, the Russian Association of Motor
Insurers, the Chamber of Commerce and Industry of the Republic of Tatarstan, the Russian Insurer’s Union, the National
Insurer’s Guild, the Far Eastern Interregional Self-Regulating Organization of Professional Arbitration Managers, and
the self-regulating organization entitled The Guild of Arbitration Managers of Tatarstan.

Licenses
OJSC ZK Itil Armeec is the holder of License No. 1858 77 issued on 17.06.2014 by the Central Bank of the Russian
Federation allowing it to provide the following types of insurance services: Accident and Illness Insurance; Medical
Insurance; Motor Casco Insurance; Aircraft Insurance; Vessel Insurance; Cargo Insurance; Agricultural Insurance;
Property insurance for entities; Property insurance for individuals; Motor TPL insurance; Third-party liability insurance
for aircraft owners; Third-party liability insurance for organizations operating dangerous sites; Third-party liability
insurance for damages caused by faulty goods, work, and services; Liability insurance for damages inflicted upon
third parties; Financial risks insurance.
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In 2014 the insurance market in the Russian Federation was dominated by personal accident insurance which
accounted for 22.2 per cent, Motor Casco ranked a close second with a market share of 22.1 per cent. Property
insurance came in third with 20.4 per cent followed by Motor TPL Insurance with a market share of 15.3 per cent.

Motor insurance has the largest share in the portfolio of ZK Itil Armeec’s. The company has market share of 8.93
per cent in Motor TPL Insurance generating premium income of 6.13 million EUR. In 2014 the premium income from
Motor Casco Insurance was 4.26 million EUR. The company also prioritizes its property insurance, personal insurance,
construction and installation work risk insurance and voluntary medical insurance business.

Distribution of premium income by region in the Russian Federation in 2014
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In 2014 ZK Itil Armeec climbed 24 spots in the Russian chart incollected premiums ending up in the106th place. Based
on its 2014 results the company made it in the TOP 10 largest insurance companies in Tatarstan and finished 8th in
terms of collected premiums.

Premium income of ZK Itil Armeec for the period 2010-2014 (EUR’000)
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Liability
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Motor TPL

Business Summary
In 2014 ZK Itil Armeec set its sights on the objectives: strengthening the market positions and reputation on the
insurance market, enhancing its competitive advantage, and obtaining accreditations from leading banking institutions
in the Russian Federation.
The company also endeavored to achieve sustainable growth and business stability, and to improve its financial results
and premium revenues. To achieve stable growth, the company undertook measures to improve the structure of its
portfolio by increasing the number of offered products and by concentrating its attention on non-motor insurances and
maintaining its claims rate below the market average.
Other leading areas of interest for Itil Armeec were developing the Company’s retail business, reinforcing its sales
channels, improving customer service by building a better information infrastructure, and developing online sales.
2014 were developed and launched following new property insurance products: My Office, Property and Third-Party
Liability Insurance for Entities– Universal, Property and Third-Party Liability Insurance for Individuals – Universal, Loan
Recipient Insurance; as well as the following new accident and illness insurance products: Life and Health Protection
Insurance, NSB Collective, Life and Health Protection Insurance for Prisoners/Convicts, Happy Travels Insurance,
Motor Vehicle Driver/Passenger Protection Insurance; and the following new products in the field of voluntary medical
insurance: Standard, Standard +, and Optima (for foreigners and foreign nationals temporarily residing in the Russian
Federation).
To celebrate its 20th anniversary, the company launched a series of marketing activities including offering anniversary
editions of the My Home, My Villa, and My Apartment products at reduced insurance rates.
Also in 2014 the Company developed and adopted the Regulation for Liability Insurance for Arbitration Managers,
the Insurance Rules (standard) for Third Party Liability for Non-Performance or Negligent Performance of Contract
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Obligations with regard to Tourist services, theInsurance Rules for Third-Party Liability of Contractors for NonPerformance or Negligent Performance of their contracts for delivering residential units under Construction Cooperative
Agreements, and a the Regulation for Insuring Vessels.
ZK Itil Armeec has and continues to take part charitable projects such as providing insurance coverage for the Russian
Wheelchair Basketball Cup Tournament; supporting benefit concerts and distributing policies under the Ray of Hope
Program.
Ray of Hope is a social responsibility campaign realized as a joint effort with various charity foundations in the Russian
Federation (each branch office works with a particular foundation based in the city). Since the start of the campaign
(November 2012) charitable foundations have received around 57 861 EUR. Funds were transferred to the Edinstvo
Charitable Foundation operating under the auspices of the Edinstvo State Educational Facility for Orphaned Children
(in the city of Toliati), the Chistopolski Orphanage, the Children Without Mothers Foundation (city of Nizhny Novgorod),
the Association of the Disabled in the city of Nizhnekamsk, the Foundation for Children suffering Cerebral Palsy in
the city of Naberezhnye Chelny, and the Samara Branch of the Russian Children’s Fund. In 2013 in the city of Kazan
proceeds were transferred to the Foundation of Anzhela Vavilova to support the construction of a hospice for children.
As of August 1, 2014, OJSC ZK Itil Armeec started transferring proceeds to Orphanage No. 11 in the town of Derbishki
to support the construction of a playground for children. Apart from that, the Republic’s Clinical Hospital for Children
(DRKB) was outfitted with a IRE-Plus laser surgical unit worth 5 931 EUR along with a Eleps Shaver unit worth 6 842
EUR.

Future Development
By 2018 OJSC ZK Itil Armeec plans to increase its own equity to 6 904 000 EUR by increasing its profits (pre-tax).
Earnings will be increased through:
- Accelerating growth rates and premium revenue volumes;
- Increasing profitability;
- Increasing profitability for the various types of insurance products;
- Increasing the profitability of funds set aside as insurance reserves;
- Increasing profitability from distribution of own funds;
- Decreasing the share of litigation costs.

Branch Network
The branch network of ZK Itil Armeec includes 20 offices in 10 cities across Russia. The company has chosen the
Republic of Tatarstan as its target market. The largest number of offices is located in the city of Kazan including:
1 central office, 1 branch office, 5 district agencies. The company has offices in three more cities in Tatarstan namely
Naberezhnye Chelny, Nizhnekamsk and Chistopol. The Province of Samara comes second in terms of premium income.
Three branch offices are located here – two in the city of Samara and one is in Toliati. Nizhegorodska Province comes
third with only one branch office in the city of Nizhny Novgorod. The Krasnodar office, which opened for business in
June of 2014, shows promising results. In 2012 one central office and three district agencies were opened in Moscow,
and in 2013 was launched the branch office in Saint Petersburg.
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