scccccce ecccee

sccee

e0cc0ccccccccos ecccoe ecccoe ecccoe

eeccee ecccee

eccee secece

©000000000000000000000000000000000000000000000000000

ecece eccee

e000c000c00000000000000000

eeccoe

cccece eccoe

ecece

ecse

ecccoe

eccee

eccece eccee

seccoe ecccoe

©000000000000000000000000000000000000000000008000000000000000000

©000000000000000000000000000000000000000000000000000000

©000000000000000000000000000000800000000

Ty

cccece

eccee

196201000175 (4688-D)

X

eccee eceee

ecccoe

ecccoe eeccccccce

e0c000c0000000000000000000000000 // eecccccccn

e0c00cc00cc0000000000 0

a
-
0
2
-
o
g
O
o
el

©00000000000000000000000000000000000000000000000000000000000000000000000000

.

ANNUAL REPORT 2019

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000

.....—- 0000000000000 00000000000000000000000000

eccece

eccse eccee eccee

seccoe

ecccoe

eccee eccee eccee eeccoe sccoe

eccee

PERFORMANCE AND OPPORTUNITIES

©00000000000000000000000000000000000000000000000000000000000000000

ecee



Table of

CONTENTS

SECTION 01 SECTION 04
About this Report Strategy
1 About this Report 72 Our Markets and Operations Landscape
74 Understanding Our Risk
SECTION 02
About LPI Capital Bhd SECTION 05
25 AtaGlance
2 Financial & Non-Financial Highlight 76 Who Governs Us
4 Financial Calendar 81-82 Who Leads Us
5 Performance at a Glance 81 Key Senior Management
6 Vision, Mission and Values 82 Heads of Department
8 Corporate Profile 83 Corporate Governance Overview Statement
12 Corporate Information 96 Bursa Malaysia Securities Berhad Listing Requirements
13 Group Corporate Structure Compliance Information
14-21 Financial Highlights 97 Audit Committee Report
14 Ten-Year Group Financial Summary 102 Statement on Risk Management and Internal Control
18 Simplified Group Statement of Financial Position
19 Segmental Analysis
20 Group Quarterly Performance SECTION 06

21 Statement of Value Added

Financial Report

111 Financial Statements

SECTION 03

| el Management Discussion & Analysis SECTION 07

22 Letter from the Chairman Appendices
26 Management Discussion & Analysis ] ]
s Sustainability Report 255  Analysis of Shareholdings

259 Issued and Paid-Up Share Capital
263 Particulars of Property Held by the Group
264 International Network
265  Group Corporate Directory
268 Notice of Annual General Meeting
* Proxy Form

" LPI CAPITAL BHD
196201050175 (46660)

COVER RATIONALE

The cover is an abstract representation of elements typically found in
analytical charts. The design signifies the consistent high performance
of our organisation, particularly following the emergence of new
developments which disrupt the status quo. At LPI Capital Bhd, we
recognise that we operate within a new digital era that is rife with new
opportunities as well as challenges. Nevertheless, we remain confident
in our ability to navigate these new challenges to continue creating value
for our stakeholders.
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REPORTING SCOPE AND BOUNDARY

SECTION B

01
ABOUT THIS REPORT

ABOUT THIS REPORT

This is LPI Capital Bhd ("LPI")'s first step towards integrated reporting. It is the primary report to our stakeholders
covering the activities of the Group for the period 1 January 2019 to 31 December 2019. It focuses on our strategy and

how our operating segments and key enabling functions create value over the short, medium and long term. This
report extends beyond financial reporting and includes non-financial performance, our approach to risk management,
an overview of our material matters and a summary of our governance practices. This report does not provide detailed
information on investments in associates.

FORWARD LOOKING STATEMENTS

This report may contain certain forward
looking statements with respect to
certain LPI's plans and its current goals
and expectations relating to its future
financial condition, performance and
results and, in particular, estimates
of future cash flows and costs. By
their nature, all forward looking
statements involve risk and uncertainty
because they relate to future events
and circumstances which are beyond
LPI's  control  including, among
other things, Malaysian domestic
and global economic and business
conditions, market related risks such
as fluctuations in interest rates and
exchange rates, the policies and actions
of regulatory authorities, the impact of
competition, inflation, deflation, the
timing and impact of other uncertainties
of future acquisitions or combinations
within relevant industries, as well as
the impact of tax and other legislation
and regulations in the jurisdictions in
which LPI and its affliates operate.

As aresult, LPI's actual future financial
condition, performance and
may differ materially from the plans,
goals and expectations set forth in
LPIl's forward looking statements. LPI
undertakes no obligation to update the
forward looking statements contained

results

in this presentation or any other forward
looking may make.
Nothing in this report shall constitute
an offer to sell or the solicitation of an
offer to buy securities.

statements it

REPORTING FRAMEWORKS

Our annual report has been compiled
in accordance with the principles of the
International Integrated Reporting <IR>
Framework and the Malaysian Code on
Corporate Governance. As a Malaysian
company Malaysia
Securities Berhad ("Bursa Securities”),
we also comply with Bursa Securities’
Main Market Listing Requirements,
Bursa Securities’ guidelines on both
the Management Discussion and
Analysis and Sustainability Reporting
and the Companies Act 2016. Our
annual financial statements have been
prepared in accordance with Malaysian
Financial Reporting Standards
("MFRS”) and International Financial
Reporting Standards ("IFRS").

listed on Bursa

BOARD APPROVAL

The Board acknowledges its
responsibility for ensuring the integrity
of this annual report. The Board has
considered the operating context and
statements in this report which, in
the Board's opinion, addresses all the

issues that are material to, or could
have a material effect on, the Group's
ability to create value. This report fairly
presents the integrated performance of
the Group.

DEFINING OUR CONCEPTS

®— Materiality

We apply the principle of materiality in
assessing what information is included
report. This report
focuses particularly on those issues,
opportunities challenges that
impact materially on LPI and its ability
to consistently deliver value to our
stakeholders in a sustainable manner.

in our annual

and

®— Value

Value creation is the consequence
of how we apply and leverage our
resources and strategy in delivering
financial performance and value for all
stakeholders. We focus on improving
both the quantum of value delivered
and the quality of experience for each
of our stakeholders.

PG. 1
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AT A GLANCE
FINANCIAL & NON-FINANCIAL HIGHLIGHT
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31.2%

Insurance receivables

Deferred acquisition costs
e Current tax assets

Cash and cash equivalents

38.9%

Deferred tax liabilities,
lease liabilities and
other payables

Current tax payables
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AT A GLANCE
FINANCIAL & NON-FINANCIAL HIGHLIGHT

NON-
FINANCIAL

THE BRANDLAUREATE

BESTBRANDS AWARDS 2018-2019 Highlight
FOR MOST VALUABLE BRAND
IN GENERAL INSURANCE GROSS WRITTEN PREMIUMS INCOME ©

per employee (RM'000)
by Asia Pacific Brands Foundation (27 June 2019)

ward
Most Valuable Brand
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AT A GLANCE

FINANCIAL CALENDAR (FINANCIAL YEAR 2019)

Announcement Of Consolidated Results

15 April 2019
Monday
Announcement date

Unaudited results for the 1t quarter ended
31 March 2019

15 July 2019
Monday
Announcement date

Unaudited results for the 2" quarter ended
30 June 2019

Dividends

| 15 July 2019
Monday
Notice date

31 July 2019
Wednesday
Entitlement date

8 August 2019
Thursday
Interim dividend payment date

First interim single tier dividend of 27 sen
per ordinary share

Annual General Meeting

26 February 2020
Wednesday

Notice of 59" Annual General Meeting

LPI CAPITAL BHD

15 October 2019
Tuesday
Announcement date

Unaudited results for the 3™ quarter ended
30 September 2019

3 February 2020
Monday
Announcement date

Audited results for the 4" quarter and
financial year ended 31 December 2019

3 February 2020
Monday
Notice date

18 February 2020
Tuesday
Entitlement date

26 February 2020
Wednesday

Interim dividend payment date

Second interim single tier dividend of 43 sen
per ordinary share

26 March 2020
Thursday

59" Annual General Meeting
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AT A GLANCE
PERFORMANCE AT A GLANCE

FINANCIAL HIGHLIGHTS

OPERATING RESULTS (RM’000)

Operating Revenue 1,602,701 1,513,663
Gross Written Premiums 1,524,368 1,469,377
Operating Profit 414,389 401,954
Profit Before Tax 414,719 405,965

KEY STATEMENTS OF FINANCIAL POSITION DATA (RM’000])

Total Assets 4,045,890 4,240,553
Total Liabilities 2,073,991 2,083,768
Total Equity 1,971,899 2,156,785

FINANCIAL RATIOS (%)
Profitability Ratios

Return on Equity 16.3 14.6
Return on Assets 8.0 7.4
Operating Margin 25.9 26.6
Net Claims Incurred 43.9 40.9

Productivity Ratios
Gross Written Premiums Income per Employee (RM'000) 1,875 1,830
No. of Policies Issued per Employee 2,531 2,554

PG.5
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VISION, MISSION AND VALUES

VISION

To be the preferred
premier insurance solutions provider.

CORPORATE MISSION

Our primary focus is to provide innovative insurance products supported
by customer-centric service excellence. We aim to provide our insured an
easy channel for all their insurance needs.

Our brand is representative of the way we conduct ourselves and the
approach to organisational development. We aim to create an environment
for our people that is fair, caring and accountable.

Qur drive is to create value for our stakeholders, anchored to our vision
and corporate mission. We strive for sustainability through financial and
technical strength based on recognised and proven standards.
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VISION, MISSION AND VALUES

OUR CORE VALUES

Represent the way we conduct ourselves and our responsibilities to our insured,
our stakeholders, our people and our community.

Aspire to be the LEADER
in the insurance industry in
Malaysia and in the region.

Commitment to
OPERATIONAL EXCELLENCE
guided by integrity and
professionalism.

Creating

NEW AND INNOVATIVE
market-relevant
insurance products.

PROVIDING

a fair, caring and
merit based

working environment.

, ADOPTING
A e———— a proactive and accountable
' approach to stakeholders.

CRAFTING

a premier insurance brand
identified for good
corporate governance and
corporate responsibility.

PG.7
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CORPORATE PROFILE
ABOUT US

°

LPI Capital Bhd (“LPI”], an investment holding company
listed on the Malaysian stock exchange, is primarily
involved in the selling and distributing of premium general
insurance solutions in Malaysia, Singapore and Cambodia.
Its Malaysian operations are undertaken by LPI’s wholly-
owned subsidiary Lonpac Insurance Bhd (“Lonpac”),
which is among the industry’s leaders with approximately
8.36%" share of the general insurance market. Lonpac is
also responsible for managing LPI's Singapore interests,
while our Cambodian interests are represented by

LPI's 45%-owned Campu Lonpac Insurance Plc. These
companies collectively form the LPI Group (“LPI Group”

or “the Group”).

LPI, previously operating as London & Pacific Insurance Company  The Group’s key value propositions for our stakeholders
Bhd, was established on 24 May 1962 as a private limited company  can be summed up in the following four points:

and registered as an approved insurer on 9 April 1963 under the
Malaysian Insurance Act 1963. The Company was subsequently
listed on the Second Board of the Malaysian stock exchange on Providing a diverse product
8 January 1993 before being transferred to the Main Market of Bursa and service range
Malaysia Securities Berhad ("Bursa Securities”) on 17 January 1997.
Lonpac took over the entirety of LPI's Malaysian and Singaporean
insurance business through a rationalisation exercise in 1999.

Maintaining an extensive
distribution network

Since its establishment more than 50 years ago, the LPI Group
has weathered a number of substantial challenges, including
the increasing number of competitors, to remain a trusted and
important pillar of the Malaysian insurance industry. Thanks to our
prudential approach to risk, our ability to adapt to changing market
conditions and maintain sustainable growth, we are confident that
we will continue to play a significant role in the years to come.

Ensuring superior

delivery standards

Maintaining a strong
financial rating

' ISM Statistical Bulletin for the period January - September 2019

PG. 8
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Employee \\1

Health i
Benefits %/ Insurance |/
Pecuniar /i, Personal
y i1 Accident
Insurance i |

' Insurance

PROVIDING A DIVERSE PRODUCT AND
SERVICE RANGE

We are committed to providingcomprehensive
insurance coverage to our customers from all
walks of life to give them peace of mind and
financial security in their day-to-day lives.
We place great emphasis on the availability
and affordability of our products and services
in recognition of the fact that our customers
have different needs based on their
respective circumstances in life. In addition,
we make great effort to ensure that our
products and services remain relevant to our
customers in view of the changing landscape
and demographics of the Malaysian general
insurance industry.

While we prioritise the growth of certain
classes of the insurance business, we
generally maintain a balanced and prudential
approach to ensure the uniform development
of all classes of business. At present, the
Group offers insurance solutions in the
following areas:

Liability Motor Marine
Insurance i/ Insurance ‘ / Insurance
. Trade
Project Property .
- | i i Credit
i/ Insurance @/ Insurance i/

' Insurance

The Group is committed to the development of all business areas and
continuously reaches out to both local and foreign partners and reinsurers
to ensure that customers receive the best coverage and competitive pricing.

SECTION B

02
ABOUT LPI CAPITAL BHD

CORPORATE PROFILE

At the same time, we are also developing
our range of products and services with
digital technology in mind. Online and mobile
transactions have become increasingly
popular with our customers as technology
use has become more pervasive in their
day-to-day lives, and these customers
have also come to expect the same digital
offerings from their financial services
providers. We are aware that digital is likely
the way forward, and we have embarked
on our Digital Transformation to establish
technology as a new alternate channel of
distribution and enhanced our systems to
future-proof our business.

MAINTAINING AN EXTENSIVE
DISTRIBUTION NETWORK

The Group maintains an extensive product
distribution network that reaches out to
all segments of society and customer
groups within our operating markets. At the
heart of our network is the Group’s cohort
of agents, which is a key contributor to
product sales. Our agents are trained and
incentivised to create lasting and meaningful
relationships with customers in line with the
Group’s philosophy of prioritising customer
satisfaction. Through this agency force,
customers are kept abreast of new product
offerings while in-house product developers
are apprised of changing customer needs.

Ourin-house marketing team also constantly
analyses market and demographic data
to innovate new products and identify
new distribution channels to further grow
our business. The team also
customers to obtain feedback in order to
better respond to their needs and better
serve their insurance needs. The marketing
team was developed internally under a
rigorous talent development programme to
ensure that members meet both internal and
external operating benchmarks.

liaises with

PG. 9
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CORPORATE PROFILE

At the heart of the Group’s distribution
network is our information technology
("IT") system, which is responsible
for optimising processes and
identifying new business opportunities
through data analytics. The Group's
IT infrastructure and systems are
regularly upgraded to ensure peak
efficiency while maintaining a secure
data environment. The increasing use
of IT has lowered the Group’s operating
costs and improved profitability.

The Group’s operating reach presently
comprises 21 Lonpac branches in
Malaysia and one in Singapore. It also
has a presence in Cambodia through
its 45%-owned entity, Campu Lonpac
Insurance Plc.

PG. 10

21
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rc: Y

Lonpac branch

450/0 -owned

entity Campu Lonpac
Insurance Plc

LPI CAPITAL BHD

ENSURING SUPERIOR DELIVERY
STANDARDS

The Group’s track record of excellent
customer service is underpinned by a
corporate culture that prioritises the
customer. This has been a hallmark of
the Group since its start in 1962, and
staff have been trained accordingly
to maintain the highest levels of
professionalism and conduct in line
with this mission goal. Staff are given
the training necessary to reach their
full potential but also to ensure that the
Group maintains our spotless customer
track record.

In 2004, Lonpac established a Customer
Service Centre to manage customer
queries and Extensive
information is available online through

concerns.
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CORPORATE PROFILE

its web portal, which also functions as a self-service platform enabling customers to manage their policies, submit feedback
and make enquiries. The web platform is regularly updated with information on policies and product offerings, and also
provides corporate information to investors and shareholders as part of the Group’'s commitment to transparency and good
corporate governance.

Additionally, we offer our customers a number of complimentary support services to provide additional assistance in times of
need. Services offered through Lonpac include:

[ ] o0 o000

Lonpac E-Assist: Lonpac Home-Assist: Lonpac Travel Assist:

A 24-hour emergency car A referral assistance programme A medical and emergency
assistance service that facilitates providing home-related services assistance programme provided
minor roadside repairs, to Lonpac’s Home Secure Plus, to the persons covered under
emergency towing services, car Mortgage Home Secure Plus, Lonpac’s BizTravel and Travel
rental services and arrangements Houseowner and Householder Secure policies.

for hotel accommodation to policyholders.

Lonpac’s Private Car Secure

and Comprehensive Private Car

insurance policyholders.

LPI Group is committed to the safety and protection of customer data and confidential information, and has policies and
safeguards in place to ensure that all customer data is maintained in a secure environment and that only authorised persons
have access to the data.

MAINTAINING A STRONG FINANCIAL RATING

Global insurance rating agency A.M. Best Asia-Pacific Limited ("A.M. Best"] has affirmed Lonpac’s Financial Strength Rating
of "A” [Excellent]) and its Long-Term Issuer Credit Rating of “"a” with a stable outlook for both ratings on 1 November 2019.
The ratings agency identified a number of characteristics that informed its rating, which includes:

/" Lonpac’s balance y
sheet strength | ) Appropriate
.  © Strong operating | : .
which A.M. Best g op g enterprise
. - performance .
categorises as very '/ risk management
strong

The agency further added that though it expects the ongoing liberalisation of the general insurance industry in Malaysia
will likely drive lower underwriting profit margins, Lonpac’s enhanced pricing and risk selection capabilities, strengthened
distribution and product design will help maintain strong underwriting and operating performance metrics.

PG. 11
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BOARD OF DIRECTORS

Tan Sri Dato’ Sri

Dr. Teh Hong Piow
Non-Independent Non-Executive
Chairman

PSM, SSAP, SPMJ, SIMP, SSIJ, DSAP,
DPMJ, Datuk Kurnia Sentosa Pahang, JP
Hon LLD (M’'sia); EFMIM (M’sia);

Fellow, AICB; FCIB (UKJ; FGIA (Aust);
CCMI (UKJ; FICM (UKJ; FinstAM (UK);
DUniv Sunway hc

Mr. Tee Choon Yeow
Independent Non-Executive
Co-Chairman

B.Com.; CA (NZ); CA (M'sia); FCPA (Aust)

Mr. Tan Kok Guan
Chief Executive Officer/ Executive
Director

Chartered Insurer
B.Sc. (Hons.); MBA; ACII; AMII

Mr. Lee Chin Guan
Independent Non-Executive
Director

B.Sc. (Hons); BCL (Oxon);
LLM (Cantab); JD (Chicago-Kent);
Barrister-at-Law (Middle Temple]

Mr. Quah Poh Keat
Non-Independent Non-Executive
Director

FCCA (UK]); CA (M'sia); CPA (M’sial;
ACMA (UKJ; Fellow MIT (M'sia])

Ms. Chan Kwai Hoe
Independent Non-Executive
Director

BEc (Hons) Analytical Econs

Ms. Soo Chow Lai
Independent Non-Executive
Director

BA Econs [Hons)

PG. 12

¢ COMPANY SECRETARY

Ms. Kong Thian Mee

Chartered Secretary and

Chartered Governance Professional
FCIS [CS) (CGP)

MAICSA 7024050

Tel No. : (03] 2262 8688

Email : lpicosecldlonpac.com

¢ REGISTERED OFFICE

6™ Floor, Bangunan Public Bank
6, Jalan Sultan Sulaiman

50000 Kuala Lumpur, Malaysia
Tel No. : (03) 2262 8688/ 2723 7888
Fax No.: (03) 2078 7455

¢ AUDITORS

Messrs KPMG PLT
Chartered Accountants
Level 10, KPMG Tower
8, First Avenue
Bandar Utama

47800 Petaling Jaya
Selangor, Malaysia

Tel No. : (03) 7721 3388
Fax No.: (03) 7721 3399

¢ SHARE REGISTRAR

Tricor Investor & Issuing House
Services Sdn Bhd

Office:

Unit 32-01, Level 32, Tower A
Vertical Business Suite
Avenue 3, Bangsar South

No. 8, Jalan Kerinchi

59200 Kuala Lumpur, Malaysia
Tel No. : (03] 2783 9299

Fax No.: (03) 2783 9222

Email :is.enquiry@my.tricorglobal.com

Tricor Customer Service Centre:

Unit G-3, Ground Floor, Vertical Podium

Avenue 3, Bangsar South
No. 8, Jalan Kerinchi
59200 Kuala Lumpur, Malaysia

LPI CAPITAL BHD

¢ STOCK EXCHANGE
LISTING

Listed on the Main Market of Bursa
Malaysia Securities Berhad

Listing Date : 8 January 1993
Stock Name : LPI

Stock Code : 8621

¢ HEAD OFFICE

6™ Floor, Bangunan Public Bank
6, Jalan Sultan Sulaiman

50000 Kuala Lumpur, Malaysia
Tel No. : (03) 2262 8688/ 2723 7888
Fax No.: (03) 2078 7455

e WEBSITE

www.lpicapital.com

* INVESTOR RELATIONS

Mr. Tan Kok Guan

Chief Executive Officer/ Executive
Director

LPI Capital Bhd

Tel No. : (03) 2034 2670

Email : kgtan@lonpac.com

Mr. Looi Kong Meng

Chief Executive Officer/ Executive
Director

Lonpac Insurance Bhd

Tel No. : (03] 2262 8620

Email : kmlooidlonpac.com

¢ AGM HELPDESK

Tel No. : (03] 2262 8687/ 2262 8686/
2262 8675

Fax No.: (03) 2078 7455

Email : lpicosecldlonpac.com
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GROUP CORPORATE STRUCTURE
AS AT 31 DECEMBER 2019

(Malaysian Company]
Lonpac Insurance Bhd

Underwriting of
General Insurance

45%

(Overseas Company]
Campu Lonpac
Insurance Plc

: Underwriting of /
. GeneralInsurance .~

Notes:
e The companies reflected above are operating subsidiary/ associated companies.

e The full list of companies under the LPI Group is set out in Notes 7 and 8 to the Financial Statements on pages 174 to 175 of this
Annual Report.
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FINANCIAL HIGHLIGHTS
TEN-YEAR GROUP FINANCIAL SUMMARY

Year Ended 31 December

2018 2017 2016 2015 2014 2013 2012 2011 2010

OPERATING RESULTS
(RM’000)
Operating Revenue 1,602,701 1,513,663 1,470,631 1,378,892 1,284,586 1,169,693 1,119,022 1,039,326 902,729 751,726

Gross Written

Premiums 1,524,368 1,469,377 1,421,339 1,278,339 1,250,799 1,149,162 1,105,678 1,033,860 907,912 755,931
Operating Profit 414,389 401,954 401,263 516,502 391,100 342,032 257,277 214,685 201,147 183,170
Profit Before Tax 414,719 405,965 403,749 518,‘?25N1 393,066 341,949 256,801 214,036 200,053 181,307

Profit Attributable To
Owners Of The
Company 322,361 314,049 313,794 437,223 320,989 283,016 201,440 166,925 154,494 137,908

KEY STATEMENTS OF
FINANCIAL POSITION
DATA (RM’000)

Total Assets 4,045,890 4,240,553 3,814,615 3,656,113 3,625,348 3,377,206 3,202,331 2,749,262 2,405,215 2,246,462
Total Liabilities 2,073,991 2,083,768 1,893,704 1,818,797 1,886,747 1,724,336 1,595,788 1,376,618 1,223,631 1,086,220
Share Capital 398,383 398,383 338,244 331,986 331,986 221,324 221,324 221,324 221,324 221,324
Total Equity 1,971,899 2,156,785 1,920,911 1,837,316 1,738,601 1,652,870 1,606,543 1,372,644 1,181,584 1,160,242

PRODUCTIVITY RATIO
No. of Employees 813 803 790 772 738 705 687 667 611 562

Gross Written
Premiums Income
per Employee

(RM'000) 1,875 1,830 1,799 1,656 1,695 1,630 1,609 1,550 1,486 1,345
No. of Policies Issued

per Employee 2,531 2,554 2,399 2,315 2,616 2,331 2,352 2,296 2,304 2,134
No. of Claims Settled

per Claims Staff 1,534 1,462 1,395 1,340 1,197 1,176 1,170 1,127 1,082 1,054

Nt - The Group's profit before tax for 2016 would be RM368.5 million if it was adjusted to exclude the one-off realised gains of RM150.4 million
arising from the disposal of long term equity investment.

The figures for 2011 to 2019 presented above are based on MFRS whereas 2010 is based on FRS.

PG. 14
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TEN-YEAR GROUP FINANCIAL SUMMARY

Profit Attributable To Owners Of The Company

(RM’000)

Operating Revenue

(RM’000)
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The figures for 2011 to 2019 presented above are based on MFRS whereas 2010 is based on FRS.
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TEN-YEAR GROUP FINANCIAL SUMMARY

SHARE INFORMATION
AND VALUATION

Share Information

Per share (sen)

2017

Year Ended 31 December

2016

2015

2014

2013

2012

LPI CAPITAL BHD

2011

2010

Basic Earnings 80.9 78.8 788" 10978 8o 710 506 419 388 346

Net Dividend 70.00 68.00 72.00 80.00 70.00 75.00 70.00 65.00 75.00 55.00

Net Tangible Assets 492.34 541.38 578.61 553.43 523.70 746.81 729.22 623.00 536.33 526.74
Share Price as at

31 December [RM] 15.10 15.74 18.16 16.38 16.08 18.06 17.44 14.54 13.52 13.18
Market Capitalisation

(RM'000) 6,015,583 6,270,548 6,028,866 5,437,931 5,338,335 3,997,111 3,859,891 3,218,051 2,992,300 2,917,050
Share Valuation
Net Dividend Yield (%) 4.0 3.8 4.5 5.6 4.1 5.0 5.1 4.9 7.1 7.7
Dividend Payout Ratio

(%) 86.5 86.3 76.2 60.7 72.4 58.6 76.6 85.8 107.0 86.2
Price to Earnings

Multiple (times) 18.7 20.0 19.2 12.4 16.6 211 19.1 19.2 19.3 20.7
Price to Book Multiple

(times) 3.1 2.9 3.1 3.0 3.1 2.4 2.4 2.3 2.5 2.5
FINANCIAL RATIOS (%]
Profitability Ratios
Return on Equity

("ROE") 16.3 14.6 16.3 23.8 18.5 17.1 12.5 12.2 13.1 11.9
Return on Assets 8.0 7.4 8.2 12.0 8.9 8.4 6.3 6.1 6.4 6.1
Operating Margin 25.9 26.6 27.3 37.5 30.4 29.2 23.0 20.7 22.3 24.4
Net Claims Incurred 43.9 40.9 38.5 38.3 41.0 44.0 45.5 47.5 48.9 47.7

The figures for 2011 to 2019 presented above are based on MFRS whereas 2010 is based on FRS.

N2 - The Basic Earnings Per Ordinary Share from 2010 to 2017 were restated to take into effects of bonus issues during the year 2015 and 2018.
Ns - The Group's earnings per share for 2016 would be 72.0 sen if it was adjusted to exclude the one-off realised gains of RM150.4 million arising
from the disposal of long term equity investment.
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SIMPLIFIED GROUP STATEMENT OF FINANCIAL POSITION

Total Assets 2019 Total Assets 2018
(%) (%)

NN (] ® x || = ~ = ~ ™~ - €3
o — o o o — o ~ o 1 o 1 o — 1 o~
L ] | | ] I g e L] L || ISl I I
Plant and equipment M Investment in an associated company Insurance receivables

Right-of-use assets Other investments Deferred acquisition costs
Investment properties Il Reinsurance assets B Current tax assets
[ Intangible assets B Loans and receivables, excluding Cash and cash equivalents
insurance receivables
Equity & Liabilities 2019 Equity & Liabilities 2018
(%) (%)
E o~ ~ o) o
© ~ N ™~ o - ) = ~ ~
™ ~ N ™ o o~ ~ ~ N N o
] [ [ e I e

M Share capital Insurance contract liabilities Deferred tax liabilities, lease liabilities
and other payables

M Reserves B Insurance payables Il Current tax payables
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Operating Revenue

5.6%

by

Geographical
Location

Profit Before Tax

2.2%

by
Geographical
Location

Total Assets

5.6%

by

Geographical
Location

e Within Malaysia
Outside Malaysia

SECTION B
02
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FINANCIAL HIGHLIGHTS
SEGMENTAL ANALYSIS FOR THE YEAR ENDED 31 DECEMBER 2019

Gross Written Premiums
by Class

2.2%
29.3%

by 2019
Business

Segments 6.2%

4%
23.1%

30.1%

0,
6.6% 5.1%

22.4%

by
Business

Underwriting Surplus Before
Segments

Management Expenses by Class

17.1%

3.3%
11.8%
by 22.4%
Business
Segments
3.5% 2018
76.1%
10.2%
63.9%
® General Insurance ® Fire Marine, Aviation & Transit
Investment Holding Motor ¢ Miscellaneous
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GROUP QUARTERLY PERFORMANCE

2019

First Quarter Second Quarter Third Quarter Fourth Quarter Year 2019

Financial Performance

Operating Revenue 392,702 386,902 423,841 399,256 1,602,701
Operating Profit 94,874 92,416 111,274 115,825 414,389
Profit Before Tax 95,444 92,625 111,359 115,291 414,719
Profit Attributable to Owners of the

Company 77,158 70,782 87,818 86,603 322,361
Earnings Per Share (sen)’ 19.37 17.77 22.04 21.74 80.92
Net Dividends Per Share (sen) - 27.00 - 43.00 70.00

2018

First Quarter Second Quarter Third Quarter Fourth Quarter Year 2018

Financial Performance

Operating Revenue 380,998 353,048 390,592 389,025 1,513,663
Operating Profit 90,669 86,310 114,828 110,147 401,954
Profit Before Tax 91,578 86,877 116,635 110,875 405,965
Profit Attributable to Owners of the

Company 72,500 65,738 91,808 84,003 314,049
Earnings Per Share (sen)’ 18.20 16.50 23.04 21.09 78.83
Net Dividends Per Share (sen) - 26.00 - 42.00 68.00

Quarterly earnings per ordinary share is based on the weighted average number of ordinary shares in issue during the quarter whereas the
year-to-date earnings per ordinary share is based on the weighted average number of ordinary shares in issue during the year.
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STATEMENT OF VALUE ADDED

Value added is a measure of wealth created by the Group through various business activities. The Statement of Value Added
shows the total wealth created and how it was distributed to stakeholders, including the Government, as well as reinvestment
for the replacement of assets and further expansion of the business of the Group.

2019 2018
Value Added RM’000 RM’000
Net Earned Premiums 1,011,509 930,834
Other Income 217,463 210,720
Net Claims Incurred (444,518) (380,968)
Other Expenses Excluding Staff Costs, Depreciation and Amortisation (223,773) (230,011])
Finance Cost (1,446) (4)
Share of Profit After Tax of Equity Accounted Associated Company 1,776 4,015
Value added available for distribution 561,011 534,586
2019 2018
Distribution of Value Added RM’000 RM’000

To Employees:

Staff Costs 134,330 125,336
To the Government:

Tax Expense 92,358 91,916
To Providers of Capital:

Dividends Paid to Shareholders 278,868 270,900

To Reinvest in the Group:

Depreciation and Amortisation 11,962 3,285
Retained Earnings 43,493 43,149
Total distributed 561,011 534,586
10% s 9%
° 23%
¢ Employees
Government
2019 2018 Providers of Capital
16% 17% ® Reinvestmentin
50% 51% the Group
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To Our Valued

STAKEHOLDERS

LPI Capital Bhd (“LPI”) and its wholly-owned subsidiary Lonpac Insurance Bhd (“Lonpac”), collectively known
as the LPI Group, remained resilient despite a challenging financial year ended 31 December 2019. Despite
poorer averages in the general insurance industry reported during the year, our headline numbers remained
mainly unchanged, suggesting that our prudent strategies and emphasis on sustainability have proven

effective against the weaker operating environment. From this perspective, the LPI Group has performed
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The financial year ended 31 December
2019 was year of
economic activity marked by brittle
demand and continuing turmoil in the
external environment. While it is difficult
to point to any one single factor as being
responsible for the more challenging
operating environment, it is evident
that the ongoing trade war between
the two largest economies in the world
and political uncertainty in Europe have
certainly put a damper on global trade
flows. With Malaysia being an export-
oriented economy, trading
activity has doubtless hurt exports and
affected domestic sentiments.

another muted

weaker

The more conservative
environment was
general insurance industry, which
registered a 1.0% decline in Gross
Written Premium for the first

operating
reflected in the

nine
months of 2019, reflecting a decline in
demand for insurance’. The industry’'s
overall combined ratiowhich is a general
barometer measuring the health of the
industry had also deteriorated to 93.4%
from 91.4% during the same period,
reflecting the increase in claims cost
and weaker underwriting performance’.
It should be noted that the ongoing
liberalisation of the general insurance
industry in Malaysia was also a factor in
determining the overall metrics as some
adjustment was always expected during
this period of transition.

Despite these challenges, | am pleased
to report that the LPI Group continued to
report a Profit Before Tax growth of 2.1%
to RM414.7 million in 2019 from RM406.0

PROFIT BEFORE TAX

RM 41 4-7 MILLION

SECTION B

03
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LETTER FROM THE CHAIRMAN

million a year ago. The better performance was driven by greater contributions
from our general insurance operations, which grew 3.0% to RM385.5 million from
RM374.1 million a year ago. The most significant area of growth was in our Marine,
Aviation and Transit business, which saw a significant increase of 25.6% during the
year. Our Motor business also posted sustainable growth numbers, increasing 7.1%

in 2019.

The Board of LPI has declared a second interim single tier dividend of 43 sen for the
financial year ended 31 December 2019 bringing our total dividend payout in 2019 to

70 sen per share.

ENSURING SUSTAINABLE VALUE
CREATION IN THE FUTURE

Long-term, sustainable development has
been a cornerstone of the LPI Group’s
business philosophy since the Company
was first established and remains the
guiding philosophy for all that we do.
Our emphasis on sustainability is borne
out of the recognition that we have a
continuous and ongoing relationship with
our stakeholders. A key component to
the long-term sustainability of our value
creation activities is our ability to manage
challenges that may arise in both near
and distant futures.

In the immediate term, the LPI Group will
continue to operate within an uncertain
environment owing to the continuing
volatility ~of the global economic
landscape and the ongoing liberalisation
of the general insurance market. A fuller
discussion of the impact that these
challenges might pose to our business can
be found in the Management Discussion
& Analysis ['MD&A"] section of this report
from pages 26 to 45, but it bears repeating
that we do not expect operating conditions
to normalise in the foreseeable future.
This will be particularly true for 2020
when a number of key global political
developments are expected to take place,
including the US Presidential Election and
the UK's exit from the EU.

! According to industry statistics published by ISM Insurance Services Malaysia Berhad

("ISM”] for the period from January - September 2019.

GENERAL INSURANCE OPERATIONS

RM 385-5 MILLION

DIVIDEND PAYOUT FOR 2019

70-0 SEN PER SHARE
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So far as Malaysia is concerned, the
level of global trade flows would have
significant impact on our export and
manufacturing that would,
in turn, have ramifications on the
insurance business. Fewer projects and
a lower level of manufacturing activity

sectors

will  moderate demand for project
coverage which will affect the industry’s
Gross  Written  Premium. Volumes

aside, shrinking margins as a result of
greater competition arising from the
liberalisation of the insurance sector will
also affect earnings and the Combined
Ratio of insurers.

The LPI Group has so far weathered these
two developments relatively well due in
part to our long-standing relationships
of trust with our stakeholders, as
well as the measures we have taken
to prepare We
recognised early on that we needed
to take decisive steps to differentiate
ourselves from our competitors both
in terms of the way we design and
price our products, and the way that
we market to our customer segments.
For these reasons, we have invested
significantly into actuarial expertise,
as well as in product development and
marketing strategies. These are also
discussed in greater detail in the MD&A
and | invite you to read that section
carefully for more information about
our strategic objectives.

for liberalisation.

There are also indications that
conditions may improve over the short-
and medium-term as the Malaysian
Government has, in 2019, resumed
some of its large-scale infrastructure
projects. The resumption of major
projects such as the Light Rail Transit

PG. 24

3 ["LRT 37) project as well as the
relaunch of the East Coast Rail Link
("ECRL’) project are positive catalysts
for the domestic economy which may
have significant trickle-down effect on
other areas of industry. Additionally,
the launch of the Government’'s Shared
Prosperity Vision 2030 ("SPV 20307), an
accelerated development plan for the
country, may also be a positive catalyst
as two of the key thrusts of the plan
are to raise income levels and attract
off-shore investment.

Over the long-term, the key challenge
that we will face as an organisation is to
remain relevant to our stakeholders in
the newdigital erawith all the challenges
and opportunities that it will bring.
Already, we have seen certain functions
of traditional financial institutions
become obsolete or less relevant
to technologically savvy customers.
Indeed, we have seen the middlemen
for many financial transactions such as
securities trading become less relevant
as technology has given consumers
substantially more control over their
financial portfolios.

LPI CAPITAL BHD

To secure our relevance in the digital era,
we announced our digital transformation
plan in 2018, which will see a wholesale
transformation of our operations to
accommodate the emergence of new
technology. Our plans are ambitious and
willapply to ourentire business: from the
way we interact with our customers to
the way we handle claims management
and the way we design products. All
stakeholders including our agents and
employees will be integrated within our
digital platform to create an entirely new
distribution channel for Lonpac, and we
expect to see it grow into an important
source of revenue for us.

Operational risks aside, we continue
to invest in our identified sustainability
areas that affect our materialissues and
identified stakeholders. These have been
disclosed in our Sustainability Report
which is found on pages 46 to 71 of this
report. | remain confident that the LPI
Group is on a strong, sustainable footing
for the long-term and we are looking
forward to the future opportunities that
will be presented to us.
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EMBARKING ON INTEGRATED
REPORTING

LPI has committed itself to adopting the
Integrated Reporting <IR> Framework
set by the International Integrated
Reporting  Council  ("IIRC"),  and
expects to prepare an <IR> compliant
integrated report by 2020. The Board
and Management of LPI and Lonpac
believe that this move towards <IR> is
important for both our organisation and
our stakeholders as the <IR> Framework
improves the visibility of our value
creation activities and encourages us to
think beyond the confines of traditional
reports. Specifically, <IR> requires that
we think deeply about the impact of our
activities on our stakeholders and also
the actions that we are taking to ensure
that our inputs remain sustainable over
the long-term.

It is worth mentioning that our adoption
of <IR> does not mean that we are
changing our business fundamentals.
The LPI Group’s business approach
has always prioritised sustainability
and long-term viability over risky
growth, and this approach is as much
a matter of our corporate culture as it
is a matter of our corporate strategy.
Rather than changing the way we
approach our commitments, <IR> is
encouraging us to formalise and better
structure our approach in measurable
terms thereby giving our stakeholders
greater clarity on how we deliver on
our value creation commitments.
Greater clarity, we believe, will become
increasingly important as our business
environment grows ever more complex
and intertwined with the global market
and the emergence of digital technology.
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Although we are not scheduled to prepare our first <IR> report until next year, we
have taken the initiative to incorporate <IR> elements in this report. In particular,
we have focused our efforts on describing our value creation model and the way in
which it is self-sustaining. In addition, we have also outlined our strategic goals in
greater detail such that stakeholders are able to better discern our plans in relation
to changes in the operating environment.

ACKNOWLEDGEMENTS

On behalf of LPI's Board of Directors, | would like to express our appreciation to the
Management and staff of LPI Group for their continued dedication and effort to our
cause. We recognise that the present operating conditions are less than ideal, and
the commendable performance turned in this yearis a credit to your ability and drive.
We hope that we will continue to see you strive to your utmost in the coming year. The
same goes for our network of agents who remain among our most important assets
— we thank you for your service on our behalf and we hope that our relationship will
continue to prosper as we continue on our journey forward together.

We would also like to express a special word of gratitude for our customers and
shareholders who have remained loyal supporters of us all these years. We thank
you for the faith that you have put in us — as a trusted provider of insurance and
as an investment vehicle — and we endeavour to repay that faith through our value
creation role. We would also like to express our gratitude to our regulators and
governing authorities for the support and advice given to us during the year, and
we look forward to another year of constructive discussion in regards to continued
development of the general insurance industry.

Last but not least, | would like to express my personal thanks to my fellow Board
members for their advice and contributions in guiding the Company. We would not
have performed as remarkably as we did without your efforts. | look forward to having
you by my side again in 2020.

TAN SRI DATO’ SRI DR. TEH HONG PIOW
Non-Independent Non-Executive Chairman
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MANAGEMENT DISCUSSION & ANALYSIS

The Management Discussion & Analysis ["MD&A”) section of this This MD&A section differs from previous years’

annual report provides a thorough discussion of LPI Capital Bhd's

as we have begun to incorporate elements
of the Integrated Reporting <IR> Framework

(“LPI") performance for the financial year ended 31 December as stipulated by the International Integrated

Reporting Council into our report including the

2019. As in previous years, this section contains qualitative and MD&A. Our goal is eventually to incorporate

quantitative data that allow for the assessment and evaluation
of the Company’s performance for the year. The MD&A also

discusses our value creation model and the way in which we create

sustainable long-term value for our stakeholders.

GROUP BUSINESS AND OPERATIONS

LPl is an investment holding company involved primarily in
the general insurance business through our wholly-owned
subsidiary Lonpac Insurance Bhd [("Lonpac”). A leading
general insurance company in Malaysia, Lonpac provides
comprehensive insurance solutions for all classes of
customers. LPI, which previously operated as the London &
Pacific Insurance Company Bhd, was incorporated on 24 May
1962 and was registered as an approved insurer on 9 April 1963
under the Malaysian Insurance Act 1963. It was subsequently
listed on the Second Board of the Malaysian stock exchange on
8 January 1993 before its listing was moved to the Main Market
of Bursa Malaysia Securities Berhad ("Bursa Securities”) on
17 January 1997.

LPl's insurance business in Malaysia and Singapore was
transferred to Lonpac through a corporate rationalisation
scheme on 1 May 1999. LPI's business footprint extends
overseas to Singapore where Lonpac has one branch, and also
to Cambodia where it conducts general insurance activities

into our reporting as many of the best
practices and guidelines stipulated by the <IR>
Framework as are relevant to our business and
to ensuring the integrity and transparency of
our process.

extends
overseas to Singapore where Lonpac

has one branch, and also to Cambodia

45% where it conducts

through its

45%
0-owned Campu Lonpac

Insurance Plc.

8.36%'
presently has an ] 0 share of the Malaysian

general insurance market as at the end of September 2019.

through its 45%-owned Campu Lonpac Insurance Plc. Campu Lonpac Insurance Plc is jointly owned with Cambodian Public
Bank Plc and Public Bank Berhad. Lonpac presently has an 8.36%' share of the Malaysian general insurance market as at
the end of September 2019. Meanwhile, Lonpac’s influence in Cambodia and Singapore remain relatively small owing to the
competitive nature of the insurance industry in Singapore and the relative infancy of the industry in Cambodia.

' ISM Statistical Bulletin for the period January - September 2019.
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Our Value Proposition

Guided by our Business Vision - “To be the Preferred Premier Insurance
Solutions Provider” - we have developed strong relationships of trust with
ou.r stakeholders since our establishment in 1?62. This platform of t‘rust, trust with our stakeholders since our
built on a platform of mutual respect and consistency, has been crucial to
our success and has ensured the return of generation upon generation of ) ) 1962

. . . . . establishment in .
customers. Core to our philosophy is the need to maintain the highest levels
of corporate governance and ethical practice in all that we do whilst operating
within the boundaries of prudent risk.

We have developed strong relationships of

In the present competitive state of the Malaysian general insurance market,
insurers that are able to provide the most attractive proposition in terms
of innovative products and superior customer service set themselves apart
from the rest of the competition. Lonpac is among the market leaders in
the Malaysian general insurance market precisely because of our ability to
differentiate ourselves in these areas. Some of our key strengths are:

® Local Expertise

We are one of the few large locally-owned insurers
in Malaysia, which gives us the advantage of a strong
understanding of the culture and business philosophy
of Malaysia. Additionally, as our management and
Board of Directors (“Board”) comprise local Malaysian
professionals, we are able to leverage their expertise and
relationships of trust to foster stronger relationships
with our stakeholders. Finally, as a locally-owned
insurer, our interests in Malaysia are directed towards
the long term, which in turn orients our business
strategy of achieving conservative, sustainable growth.

* Product Differentiation and Market Segmentation

Lonpac has several advantages in terms of product
differentiation and market segmentation. Chief among
them is our strong agency network, which has been
carefully nurtured and developed over the years. Our
agents not only represent our main product distribution
channel, but are also invaluable sources of feedback
that help us to better understand our customers and
their needs. This feedback is referred to our Product
Development Committee, which tailors products and
services for specific market groups according to their
interests and needs.

¢ Customer Support and Service

We pay significant attention to the standard of our customer service, particularly in relation to the management of
insurance claims. The claims process can be a stressful experience for claimants and hence we are constantly seeking
to expedite our procedures to minimise disputes and settle open cases as quickly as possible. Our claims process is
benchmarked against internal targets and assessed quarterly to ensure that it meets expectations. Our claims process
is guided by our customer-centric philosophy which prioritises customer needs in all our interactions. This customer-
centric philosophy applies to all levels of our organisation including our agents and employees.

PG.
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How We Create Value

LPI CAPITAL BHD

We have built a self-sustaining value creation model that places our stakeholders at the centre of our value creation activities. These
stakeholders in turn play vital roles creating the capital or input necessary for our value creation activities. The following diagram

provides an overview of our value creation model and our relationship with our stakeholders.

Capturing Opportunity

Creating value for
our stakeholders by:

Providing a diverse
range of products
and services that
meet the needs of our
stakeholders who are
located at all rungs
of society

Ensuring that
customers have
access to our products
by maintaining an
extensive and efficient
distribution network

Ensuring superior
delivery standards,
particularly in relation
to the management
and settlement of
customer claims

Ensuring that our
business remains
financially healthy
and robust at all times
in order to meet all
obligations

Feedback for Research and Development and Product Development

Financial Capital

(Funds generated from
operations, investments and
borrowings)

Manufactured Capital
(Insurance products and
services)

Intellectual Capital
(Intellectual know-how for
research and development]

Human Capital
(Manpower available for
operations)

Social Capital
(Relationship of trust with
stakeholders)

Natural Capital
[Natural inputs that support
and enable all our activities]

Renewed Social License to Operate

Product development

Product marketing
and promotion

Insurance

Innovation

Training and skills
development

Networking and
collaboration

Salaries and
Commissions

1
1
1
1
]
1
1
1
1
1
1
1
1
1
1
I
Dividends :
|
1

Financial education

Media briefing

CSR

Environmental
Responsibility
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Our value creation model demonstrates a sustainable cycle of inputs and outputs that captures the entire life cycle of our business
activities. Capital inputs are consumed by our activities, which in turn create value for our stakeholders. These value creation
activities subsequently generate returns that replenish our inputs. In regards to our Natural Capital, we invest in environmental
conservation initiatives as part of our Corporate Social Responsibility ("CSR") programme in recognition of the impact of our activities

on the environment.

Sale of ;
Insurance —0
Products
Training 0

Remuneration —®

Revenue Generation

Customers

(Customers from all segments]

Business Partners

[Agents, financial institution
partners, and other third-party

agents)

Training

Remuneration '

Dividends ——@

' associations)

Education —0

. we serve)

Briefing —0

Environment
Initiatives

.l’ Employees

(Staff employed full-time by LPI

*_and Lonpac) —

Shareholders and Investors _

Legal Entities

(Regulators and industry

Communities

(The general public whom

Media

(Analysts and financial journalists) ;

Environmental Stakeholders

Ensuring the Sustainability of Natural Inputs

Sales of insurance
products and services

Funds raised from
borrowings or
share issue

Product feedback

Research & Development "“g‘

Investment into
Infrastructure

Human
capital training

New hires

Strong corporate
governance

Transparent company
operations

Minimise impact
on the environment

For All Stakeholders

Skilled Human Capital for Lonpac and Insurance Industry

We create financial
benefits for our
investors and deliver
economic and

social benefits for
our customers, our
employees and the
societies in which
we operate.

e Customers

Providing financial
protection and wealth
creation.

¢ Investors

Growing dividends
and share price
performance enhance
shareholder value.

e Employees

Providing an
environment with
equal opportunities,
career potential and
rewards, enabling
us to attract and
retain high quality
individuals to deliver
our strategy.

¢ Communities

Supporting
communities
where we operate,
through investment
in business and
infrastructure,

tax revenues and
community support
activities.
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AWARDS AND RECOGNITION

LPI has received numerous awards over the years, and we are proud of the track record of excellence we have established.
We would like to thank our stakeholders for their continued faith in us and for their support that has won us a number of
accolades this past year. The following is a list of awards we received in 2019.

The BrandLaureate BestBrands Awards 2018-2019 for Most Valuable Brand in General Insurance
by Asia Pacific Brands Foundation (27 June 2019)

Lonpac received The BrandlLaureate BestBrands Awards 2018-2019 for Most Valuable Brand in
General Insurance by the Asia Pacific Brands Foundation. Recipients of The BrandlLaureate Most
Valuable Brand Awards are recognised as market leaders with established international footprints
and strong brand recognition. This was the 9" consecutive year that Lonpac has received The
BrandlLaureate award.

EXECUTIVE RECOGNITION AWARD

Lonpac Insurance Bhd, Malaysia

Executive Recognition Award by International Network of Insurance (1 July 2019)

Insurance is an industry in which insurers from around the world collaborate in networks to
develop solutions that will preserve the structural integrity of the finance sector and benefit
their customers. Our strong dedication and extraordinary quality of service to the International
Network of Insurance was recognised with the Executive Recognition Award in 2019.

EXCELLENCE AWARD
FOROVERALL
COPEFORMANCE

3RD 14.["

i
0o Berry ‘ -

MSWG - ASEAN Corporate Governance Awards 2018 by The Minority Shareholders Watch Group
(31 July 2019)

Malaysia’s Minority Shareholders Watch Group was established to protect the interests of minority
shareholders of public listed companies in Malaysia through shareholder activism. It is an avenue of
market discipline to encourage good corporate governance with the objective of raising shareholder
value over time. LPI received the following awards at the MSWG - ASEAN Corporate Governance
Awards 2018, which recognises the top public listed companies with outstanding corporate
governance practices and disclosures:

¢ Excellence Award for Overall Corporate Governance & Performance (3™ in Overall Category)
* Excellence Award for Corporate Governance Disclosure (14" in the category)

(e
RSA
Global Network
Awards

Best Servicing Office
Asia and Pacific
Region

Winner

RSA Global Network Gold Achievement Award 2019 by The RSA Global Network
(17 October 2019)

The RSA Group is one of the world’s oldest and leading insurers, and builds insurance networks
and partnerships around the world. As a member of the RSA Group's Global Network, Lonpac is
responsible for providing insurance support and services for the network in the Asia and Pacific
region.
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THE CHANGING LANDSCAPE OF THE
MALAYSIAN INSURANCE INDUSTRY

Our insurance activities are mainly
located in Malaysia where the general
insurance industry is undergoing
transformation in response to the
graduated liberalisation of the sector.
Under this move, tariffs on premiums
have been or will be removed from the
Motor and Fire Classes of business
in phases to be replaced by prices
determined by the insurers themselves.
Since the liberalisation plan was
announced in 2016, the Motor Class of
business has been de-tariffed, while
the Fire Class, which was scheduled
for liberalisation in 2019, continues
to operate under tariffs with some

flexibility in  premium rating. The
decision to delay the next phase
of liberalisation of the insurance

industry was made by Bank Negara
Malaysia ("BNM") last year to ensure
that all stakeholders are ready for the
liberalised environment.

Since its implementation, liberalisation
has posed new challenges to general
insurance  providers  which  have
operated under a tariff structure for
some 30-odd years. Under the new
regime, insurers must now conduct
their own assessments that take into
account various business elements
including coverage risk, profitability,
and competition from other insurers.
The new regime thereby allows for
greater innovation and creativity on the
part of the insurers, who must compete
with each other in the open market to
create products and services that meet

market demand.
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The liberalised structure of
the Malaysian general
market has proved to be an attractive

new
insurance

proposition to foreign insurance
companies, particularly those with
established, mature businesses in

other markets. With liberalisation, a
number of these insurers have entered
the Malaysian market to compete with
existing insurers and have subsequently
increased the level of competition.
Meanwhile, local insurers with fewer
resources who are unable to compete in
a detariffed environment have started
merging with larger players, leading to
an overall consolidation of the market.

The greater competition in the market
has caused a compression in the profit
margins of insurers, but simultaneously
created new opportunities for insurers

who can quickly and effectively
adapt to their new function and
meet marketplace expectations. In

responding to customer demands for
greater value from their premiums,
insurers have started taking innovative
measures such as bundling insurance
products, expanding their distribution
channels, and otherwise improving their
customer service. However, business
sustainability remains a primary
consideration for all insurers, who are
tasked with striking a delicate balance
between innovation and profitability.

Since the announcement of the
liberalisation of the industry, Lonpac
has taken a number of measures to
meet the challenges before us while
remaining competitive in the
environment. Specifically, we
focused substantial efforts onimproving
our pricing processes, and enhancing
our Actuarial Department to ensure
that our premiums accurately reflect
the risk of our policies while remaining
competitively priced for our customers.
We have also ramped up our product
development processes to ensure our
new products better meet the needs
of our customers, and are in accord
with our overall business strategy. In
addition, we have accelerated ourdigital
transformation strategy to leverage
information technology to improve all
aspects of our business, including
product distribution, information
dissemination, and data security.

new
have

We are confident that the various
measures we have taken, together with
our customer-centric philosophy, will
ensure that we remain a Malaysian
insurer of choice and a sustainable

creator of value to all our stakeholders.
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OUR STRATEGY AND PROSPECTS

LPI has always maintained a prudent
approach to underwriting risk and
growing our business. This conservative
approach will remain a part of our core
DNA regardless of operating conditions,
and stakeholders should not expect any
changes in regard. Nevertheless, we do
not remain unchanging in our strategic
approach, but must be responsive to
changes in the operating environment
and overall regulatory structure.

Short- and Medium-Term

The short- and medium-term prospects
for the general insurance industry in
Malaysia will be dominated by two main
factors: continuing volatility in global
markets, and the ongoing liberalisation
of the general insurance market. As we
have seen over the past two years, the
ongoing trade war between the United
States and China, and the challenges of
Brexit, have introduced uncertainty into
global trade with traders unsure as to
the market’s future direction. Malaysia,
with its export-dependent economy, has
felt the impact of global uncertainty,
although the Malaysian Government
has maintained its growth expectation
of 4.7% in 2019.

At the time, the ongoing
liberalisation of the general insurance
industry will continue to have a
margin-compressing effect as insurers
transition from a tariff structure. While
liberalisation will no doubt put the
industry on a more sustainable footing,
there will nevertheless be challenges to
insurers’” costs, product development,
and marketing and promotion of
services both during and after a period
of adjustment. There will also be
intensifying competition in the industry,

same
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as insurance providers will have to
consider pricing as another factor in
attracting and retaining customers.

This
will

decline in economic
inevitably translate to
demand for insurance coverage as
fewer projects mean fewer assets to
underwrite. Similarly, weaker consumer
confidence may mean fewer purchases
of cars and property, both of which are
key portfolio items for general insurers.
Coupled with the stiffer competitive
environment, insurers may see tougher
operating conditions over the short-
and medium-terms.

activity
reduced

In addition to changes to the operating
environment,
brings new challenges in the area of
recruitment. The move away from a
tariff structure, particularly one that
has been in place for over 30 years,

liberalisation also

LPI CAPITAL BHD

entails a shortage of adequately skilled
talent who are able to operate in a
liberalised environment. In response
to this shortage, we are enhancing our
in-house training to better prepare our
staff for the new standards and rigours
of a detariffed environment.

Lonpac has taken measures to weather
these short- and medium-term
challenges as we recognise the coming
years will not be business as usual. In
response to these challenges we have
enhanced our pricing and product
development as well as
our market segmentation activities.
The launch of new and niche products
and development of products in
collaboration with select partners have
also helped us to build new customer
segments that will offset any margin

processes,

compression effect.

Initiatives introduced to manage the impact of liberalisation

' Enhanced
. Actuarial
i Department

0 Enhanced 1
. Product
. Development ‘

o Enhanced
. Training
. Department

¢ Products
. Aimed At
New Market
Segments

Improve our pricing of risk and ensure competitive
but prudent pricing of premiums

Implement a Product Development Department
which will work together with underwriters to
ensure a more streamlined development structure

Enhance training and qualifications training for
staff to operate within a liberalised environment

Develop new products that take advantage of a
liberalised structure and offer bundled policies
that target new market segments
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Long-Term

The biggest challenge that we face
over the long-term will come from
our steady digital transformation. The
insurance industry, as with the financial
industry in general, has undergone
a significant shift in the way that it
thinks about its business due to the
increasing sophistication of digital
technology. Over the last 20 years,
technology has become increasingly
integrated with day-to-day life. It has
changed the way that we interact with
one another, the way we work and play,
and, importantly for us, the way that we
manage our insurance and finances.
Stakeholder expectations of their
insurance providers have also changed,
particularly with regard to the way that
insurance is packaged, managed, and
sold.

Malaysia, in line with global trends, is
seeing the emergence of a new type
of customer who is technologically
savvy, relatively independent, and
who would prefer to self-manage
their financial matters through the
use of technological intermediaries.
These customers would much rather
purchase their insurance coverage from
the comfort of their own homes through
their laptops or smartphones, and are
happy to conduct their own research
identifying the product most suitable
to them. The expectation, then, is for
insurance to become something that
is readily available both in time and in
space, and at a lower cost than possible
through more traditional channels.

There will always be a need for
traditional channels of distribution, but
the digital transformation is not likely
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to reverse course. This means, effectively, that our customers will always come to
us with new expectations; for example, to make products available through digital
channels and to facilitate digital transactions. We are thus pleased to note that we
have already taken the necessary first steps in this direction, having established a
Digital Strategy Department in 2017 to enable these future changes.

Our Digital Strategy Department was formed with two goals in mind:

Transform Lonpac into

| atrue digital business

across all distribution
channels

Digitalise the sale and
management of our
insurance products

Our digital strategy is focused on developing solutions that leverage key digital
channels including online and mobile platforms. Additionally, the back end
of our systems will be enhanced to create a reliable and secure platform for
digital transactions. We expect to launch our initial digital products in 2020,
which will comprise basic, uncomplicated insurance policies. Feedback from the
initial launch will subsequently be reviewed to help our Product Development
Committee develop new products.

Over time, we expect digital to become a key distribution channel for us, and for
technology to increasingly be utilised as an asset for improving services, assisting
sales, reporting claims, and innovating new products. Our long-term strategy is to
transform ourselves into a digital company.
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LPI'S FINANCIAL PERFORMANCE IN FY2019

At a Glance Profit Before Tax by Segment
2019 2018 2019 2018
RM’000 RM’000
Profit Before Tax (RM’000) 414,719 405,965
. , General Insurance
Profit for the Year (RM'000) 322,361 314,049 Operations 385,508 374,061
Basic Earnings Per Share Investment Holding 27,435 27,889
(sen) 80.92 78.83
412,943 401,950
Total Assets [RMOOU] 4,045,890 4,240,553 Share Of profit after tax
Total Equity (RM'000) 1,971,899 2,156,785 of equity accounted
) associated company 1,776 4,015
Return on Equity 16.3% 14.6%
Profit Before Tax 414,719 405,965
Return on Assets 8.0% 7.4%
Operating Margin 25.9% 26.6%
Net Claims Incurred 43.9% 40.9%

The Group performed well against our competitors in 2019 as measured against several key benchmarks as tracked by ISM
Insurance Services Malaysia Berhad ["ISM"). Some of the main performance comparisons include:

¢ Market position on Gross Direct Premiums (Motor & Non-Motor) - General Insurance for the period January - September
2019: Ranked 3™

(Source: ISM Statistical Bulletin)

¢ Classes of insurance where Lonpac was ranked in the top 3 for the period January - September 2019:

Class Rank Class Rank

Bonds H 1 Offshore Oil-related H 2
Contractor’s All Risks and Engineering —o 1 Medical and Health 4. 3
Fire —0 1 Workmen’s Compensation and Employers’ —0 3

N Liability N
Others H 1 (Source: ISM Statistical Bulletin)
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0 Lonpac’s Combined Ratio—the sum of incurred losses and expenses as a percentage of earned premiums—was 72.0%
- for the period January - September 2019 as compared to the industry average of 93.4%.

(Source: ISM Statistical Bulletin)

average of 24.3%.

(Source: ISM Statistical Bulletin)

¢ |onpac’s Management Expenses Ratio was 20.1% for the period January - September 2019 as compared to the industry

We expect 2020 to remain a challenging year as insurance players continue to adjust to changes brought about by liberalisation.
Continuing global trade turmoil may also dampen investor sentiment and affect economic activity in the country, while price
competition is further expected to intensify. These challenges however may be offset should the Malaysian Government decide
in the near-term to undertake any significant infrastructure projects.

Looking forward, LPI's Board remains confident that the Group's business strategies, healthy financial position, and
commendable capital adequacy ratio are sufficient to ensure effective competition in our core business.

Financial and Market Conditions

Economic conditions continued to be affected by global
market instability this year, with disruptive and unpredictable
political tensions slowing growth and increasing the risk of
economic shock. Weakened global trade flows had a notable
impact on the performance of Malaysia's trade-reliant
economy, and pitched sentiments in the country to multi-
year lows. More troubling, 2019 was set to be another year
of net outflow of foreign funds: according to MIDF Amanah
Investment Bank Berhad Research, RM10.99 billion was to
have left Malaysian shores as at 30 December 2019.

Although BNM held its overnight policy rate ("OPR") at 3% at
its final meeting of the year in November 2019, the central
bank is expected to ease its monetary policy in 2020 should
economic conditions continue to deteriorate. However, the
prospects of an agreement between the United States and
China to roll back some of the tariffs that sparked the trade
war may prove to be a positive catalyst. It remains unclear
however at the time of writing whether this deal will happen.

Meanwhile, the World Bank and the International Monetary
Fund have pegged Malaysia's GDP to grow at 4.5% and 4.4%
respectivelyin 2020, in contrasttothe Malaysian Government’s

more robust forecast of 4.8%. The Government's more
optimistic prediction, defended in its Economic Outlook 2020,
cites Malaysia's strong macroeconomic fundamentals —
including its economic and export structure, labour market,
and stable inflation — as key factors supporting economic
expansion. The resumption of infrastructure projects is also
expected to boost domestic demand and spur economic
activity.

We recognise that we are operating in a period of volatility
where prospects and operating conditions may improve or
worsen with little warning. The last two years have been
particularly challenging owing to the deteriorating business
environment and ongoing challenges associated with the
phased liberalisation of the general insurance industry.

Notwithstanding these challenges, we remain committed
to our policy of prudential and organic growth despite
growing competition in the marketplace. In adjusting to the
new operating environment, we have enhanced our internal
processes and started launching digital products to capitalise
on a new segment of our market. We are confident that
these strategies over the long term will allow us to create
sustainable value for our stakeholders.
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CAPITAL MANAGEMENT

The management of the Group’s capital
holdingsis guided by LPIGroup’s Capital
Management Plan ("CMP”) which is
aligned with the Group’s business
strategy and existing regulatory
requirements. The CMP contains a
comprehensive list of triggers and
contingency solutions that would be
activated by specific catalysts or at
prescribed levels of capital adequacy.

The CMP also assesses the risks and
threats to the Group in these scenarios,
and outlines appropriate responses with
the intensity of response dependent
on the event and the extent of capital
threshold breach. The mitigating
responses outlined in the CMP are
aimed at restoring or maintaining
normalised capital levels for the Group
to ensure business continuity.

As at 31 December 2019, the Group's
Capital Adequacy Ratio ["CAR’] was
higher than the supervisory CAR of
130% set by BNM and the Group's
Target  Capital
International rating agency A.M. Best
Asia-Pacific Limited ("A.M. Best"] also
noted in its report on 1 November
2019 that Lonpac’s risk-adjusted
capitalisation, as measured by Best's
Capital Adequacy Ratio, remains at the
strongest level.

Individual Level.
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Stress
Testing

Dividend
Policy

External
Benchmarking
of Lonpac’s

Financial
Strength
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The Group’s stress testing exercise is guided by BNM's
Policy Document on Stress Testing to identify threats
stemming from adverse financial or capital events. Our
stress testing exercise takes into account both the current
business environment and the Group’s risk profile, within
the context of the Group's existing business activities.

LPI Group’s stress testing exercise was designed to be
comprehensive, rigorous, and predictive, and is regularly
reviewed by both Management and the Board. The results
of the review are used to identify and manage existing and
potential risks that may have a negative impact on the
Group’s capital base and financial health. Members from
Management and the Board are active participants in the
stress test, and responsible for assessing the methodology,
assumptions, and testing results.

The stress testing exercise conducted in 2019 concluded
that the Group has sufficient capital to support its business
requirements and to buffer against potential underwriting
volatility. The new liberalised regime assigns greater risk
management responsibility to insurers, and the Group is
aware of its enlarged role under the new framework.

LPI Group has paid dividends to shareholders every year
since listing in 1993. The Group’s practice of regular
and healthy dividend payout is consistent with its capital
management strategy and is part and parcel of its overall
reward to shareholders. The Group expects to continue this
practice going forward barring any drastic or unexpected
changesinthe Group's financial and operating environment.

Lonpac voluntarily submits to an annual financial
assessment by global insurance rating agency A.M. Best.
This assessment functions as an external benchmark that
provides our stakeholders with an objective standard by
which to determine the financial strength and stability of
the Company.
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On 1 November 2019, A.M. Best
affirmed Lonpac’s financial strength
rating of “A" (Excellent] and its
issuer credit rating of “a” with a
stable outlook on both ratings. The
agency cited a number of Lonpac’s
strengths including:

A strong
balance sheet

Strong operating
performance

Appropriate
enterprise risk
management

In particular, A.M. Best lauded
our continued efforts to enhance
our pricing and risk selection
capabilities, and to strengthen our
distribution and product design.
The agency noted that these
initiatives would help to maintain
strong underwriting and operating
performance metrics within the new
liberalised environment.
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REVIEW OF OPERATING ACTIVITIES

LPI performed relatively well in 2019
within the context of a challenging
operating environment that affected
all industry players. Margins remained
pressured due to greater price
competition, as insurance providers
continued to emphasise the growth
of their domestic market share even
as demand for insurance weakened
during the year. Similarly, costs rose
as providers adjusted their operations
to meet the demands of the detariffed
environment. Combined ratios remained
challenged in consequence as a result
of slimmer margins and the higher cost
of doing business.

Industry statistics published by ISM
indicated a 1.0% decline in Gross
Written Premiums ("GWP"] for the
year until September 2019,
the industry’'s overall combined ratio
deteriorated to 93.4% from 91.4% for
the same period in the previous year.
Lower demand for insurance coupled
with higher claims affected the overall
underwriting  performance of the
industry, which continues to adjust to
liberalisation.

while

Lonpac continued to buck the trend in
2019, with GWP growing by 3.7% during
the year against the industry’s average
decline rate of 1.0%?. At the same time,
Profit Before Tax [("PBT"] increased
2.1% to RM414.7 million in 2019 from
RM406.0 million in the previous year,
with PBT contributions from our general
insurance operations growing 3.0% to
RM385.5 million from RM374.1 million
a year ago. The greatest area of growth

was seen in our Marine, Aviation and
Transit Class of business, which posted
growth of 25.6%. Our Motor business
also grew admirably during the year,
increasing 7.1% in 2019. Meanwhile,
contributions from our investment
holding operations decreased 1.6%
year-on-year, contributing RM27.4
million to Group PBT. This decrease
is due mainly to higher management
expenses.

As at 31 December 2019, the Group's
total assets comprise cash in hand,
balances and deposits with banks
totalling RM186.2 million. These assets
bear insignificant risk of changing in
value as their maturity terms are three
months or shorter, and are used by
the Group to manage its short-term
commitments. The capital expenditure
commitments for the Group stood
at  RM3.7 million,
consequential to the Group's financial
position. There were no changes to the
capital structure and resources of the
Group in 2019.

which is not

The financial result of the previous year
suggests two important conclusions:
that our post-liberalisation strategy
and portfolio management is effective,
and that our organisation is sufficiently
nimble to take advantage of new
opportunities when they present
themselves. Specifically, the results
point to the success of our product
development and market segmentation
activities, and to the effectiveness of our
distribution channel. Further, they offer
clear evidence that our strategies have
worked despite continuing pressures
on pricing and market share.

2 |SM Statistical Bulletin for the period January - September 2019.
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Underwriting

Our Underwriting Division is responsible for the following:

¢ Assessing and
underwriting risk

* Providing technical advice to
agents and clients

¢ Determining insurance terms
and conditions

¢ Preparing policy ¢ Supporting marketing
documentation initiatives

The Underwriting Division also provides
technical training to staff and agents,
and works with other departments
to ensure that the front- and back-
ends of the underwriting processing
system are aligned. The Division
works closely with the Sales Team to
deliver effective policies and technical
support to address customer concerns
and feedback. As part of our effort to
streamline reporting lines and increase
the efficiency of our underwriting
capabilities, the Health and Accident
Department was integrated into the
Underwriting Division in 2019.

Under the
general insurance
Underwriting Division has taken on
more responsibilities in developing
new Fire and Motor products, and
enhancing existing offerings. With the
current emphasis on digital at Lonpac,
the Underwriting Division has begun
collaborating closely with the Digital
Strategy Department to establish
our new online distribution channel,
and to implement the use of e-policy
documents and

manual processes.

liberalised  Malaysian

framework, the

the automation of
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At the same time, underwriting has become more challenging in the context of
liberalisation as products are now benchmarked against those of competitors in
terms of product coverage, pricing, and delivery. This in turn requires our staff to
have the enhanced skillsets, knowledge, and capabilities to determine appropriate
products given existing market conditions, as well as the necessary analytic
and underwriting skills to find balance between risk-taking and profitability. We
evaluate our underwriting results monthly, and review any loss-making accounts
to determine if risk can be better managed.

New products launched by the Underwriting Division during the year include two
Fire products, three Personal Accident products, two Motor products, and a niche
Hospital and Surgical health product designed specifically to offer protection
against cancer.

Underwriting Division Performance Benchmarks for FY2019

The key benchmarks tracking the performance of the Underwriting Division are the
total value of underwriting profit and changes in the Company’s loss ratio. In 2019,
Lonpac wrote RM305.1 million in underwriting profit, which is 0.5% higher than the
RM303.5 million posted in 2018. Meanwhile, its combined ratio increased to 69.8%
from 67.3% due to a corresponding increase in the Company’s net claims incurred
ratio and net commission ratio.

"""""""" ® |ssuance of e-policy documents
2019 . Lo . .
U ¢ Efficient monitoring of Marine Open Cover declaration
Achievements
"""""""""" ® Seamless policy processing on simple risk or policy with

low sum insured for faster turnaround time of policy
processing
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Moving Forward

0 Reduce printing costs by
. embarking on e-policy initiatives

¢ Premium growth in targeted
segments including Fire, Marine
Cargo and Personal Accident
classes of business

0 Improve policy turnaround time

¢ Develop specialised underwriters/
risk surveyors with expertise in
targeted industry segments

¢ Further enhance the use of
e-policy documentation to reduce
environmental impact and cut
printing costs

RM 305-1 MILLION in

, which is 0.5%

higher than the RM 303-5 MILLION

posted in 2018.

increased to

69.8% ..67.3%.
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Agency Network

Lonpac’s network of agents remained
the single largest contributor of gross
premium income in 2019, contributing
RM662.8 million, a figure largely
unchanged from the previous year. The
importance of our agency network as
a channel of distribution has grown in
tandem with the competitiveness of
the market as we rely on our agents to
clearly and effectively communicate our
value proposition to our customers.

The Agency Department is responsible
for recruiting, training, and retaining
agents. Agent retention is a key priority
for us as we depend on the skills and
abilities of experienced and trained
agents to identify our
needs and to match them with the right
products. To improve retention, we
have refined our incentive programmes
over the years to better motivate
and encourage greater performance
from our agents. These programmes
include sales incentive campaigns for
select business classes, as well as
international

eligible agents.

customers’

sales conventions for

Lonpac is committed to the sustainable
growth of its network of agents, and
bases its agent recruitment on its
business needs. A total of 422 new
agents were recruited in 2019 bringing
our total number of agents to 3,025.

In recent years we have focused on
recruiting technologically savvy agents
as part of our digital transformation
strategy. The objective of assembling
this skilled group of agents is to better
meet the evolving needs of our customer

demographic and to engage with the
digital back-end of our system. We
expect sales from our digital channels,
including online and mobile, to improve
with the help of these agents.

Lonpac organises annual conventions
in recognition of the achievements
and efforts of our top-performing
agents. In 2019, we held conventions
for our Titanium, Platinum, and Gold
Masterclub award winners in Moscow -
StPetersburg, Russia; Tokyo, Japan;and
Seoul, Korea respectively. Membership
in the Masterclub is always changing
as membership is awarded based on
agents’ performance in
their premium volume, profitability, and
ability to build a balanced portfolio. In
2019, Lonpac recognised 199 agents
as Masterclub Members. An initial 16
Masterclub Members were identified
when the programme started in 2006.

relation to

Broking & Global Partnership

Broking

Lonpac's Broking Unit provides
coverage of awide variety of commercial
and specialised risks, ranging from
property construction to infrastructure
development and industrial projects.
these projects, Lonpac
participatesinthe Schemeforlnsurance
of Large & Specialised Risks ["SILSR"],
which facilitates the provision of the
most favourable cover at internationally
competitive terms for Malaysian risk
owners. To achieve this end, SILSR
promotes the optimum retention of
Malaysian
placed for the best national advantage.

To secure

reinsurance

risks  with
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Lonpac is actively involved in the
SILSR, and works closely with both
international
provide lead termswithin our philosophy
of prudent risk selection, underwriting,
and management. The Broking Unit
also plays a significant role in our in-
house product development process
and functions as a liaison between our
development team and brokers.

and local brokers to

As with Lonpac’'s other business units,
the Broking Unit has changed its
approach under the new liberalised
regime and has been working closely
with other departments to develop
competitive  products.  Since the
implementation of liberalisation, the
broking business in Malaysia has
become increasingly competitive due
to the entry of large players into the
market. The decision by the Malaysian
government in 2019 to
planned delivery of large infrastructure
projects has also reduced demand for
project coverage.

review its

wrote GWP totalling

RM1 26-0MILLION in 2019,
15.0%

representing an increase of ] (1)

from RM1 09-6 MILLION a year ago.

In response to these developments,
Lonpac’'s Broking Unit has made a
strategic shift to prioritise business
from the Small & Medium Sized
Industry ("SMI") and from personal
lines of business. Our focus under this
new strategy is to develop specifically
tailored products including digital
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offerings and innovative personal
coverage. Ouraimisto convince brokers
to view us as a ‘one-stop insurance
centre” and as household brand name
for personalised lifestyle products.
Meanwhile, the Broking Unit will
continue to bid for high-impact
economic projects such as the One
Belt, One Road initiative, as well as
mega-risk projects including the
Penang Master Transportation Plan
and the new MRT lines.

Global Partnership

The Global Partnership Unit ("GP
Unit") works together with its network
of international partners to develop
specialised global multinational
programmes, such as Cyber Risk
Coverage. Leveraging our established
presence in Singapore and Cambodia
as platforms to extend our regional
reach, we also work to attract new
global partners to expand our expertise
and to diversify the overall composition
of our network.

Our relationship with our global
partners is a true collaboration in
that we share our skills and expertise
to develop depth and breadth in
our knowledge base, particularly in
emerging We also
leverage new developments, such as
Malaysia's liberalisation, to offer new
products to our global partners to help
them win local accounts and to cement
our working relationships with them.

new exposures.

However, even as we to build our
network of international partners we
remain focused on our immediate

priority of improving processing
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efficiency through the greater use of
technology in our own systems. Our
global business competes with some of
the largest providers in the world, and
it is critical that we ensure our service
standards and operational excellence
are best-in-class.

The GP Unit wrote GWP totalling
RM126.0 million in 2019, representing
an increase of 15.0% from RM109.6
million a year ago.

Financial Institution

The  Financial  Institution  ("FI")
Department works with the LPI Group's
FI partners, primarily Public Bank
Berhad ("PBB"], to develop and offer
insurance solutions for the Fl's clients.
The FI Department is mainly involved in
providing fire coverage for residential,
commercial, and industrial properties,
and develops customised insurance
products to meet clients’ needs. It also
works collaboratively with FlIs to explore
new areas of business and to cross-
sell non-mortgage-related insurance
products. As the Fl's insurance
provider, we are focusing on developing
differentiated products for specific
segments of the Fl's client base, and
on ensuring the seamless processing of
policies without additional support from
the FI.

Contributions from FlI Department
totalled RM375.0 million for the financial
year under review, representing a 0.6%
decrease under the
Income from the FI segment accounted
for 24.6% of total gross premium income
for the past year.

previous year.
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Both the property and car markets
remained sluggish in 2019, which
affected the contributions of the FI
Department. Despite these challenges,
the FI Department managed to achieve
its KPIs for the year due to careful
operational oversight. As with the rest
of Lonpac, the FI Department will be
increasing IT usage toenhance customer
experience and improve the efficiency of
delivery channels. The FI Department
is looking to implement end-to-end
electronic delivery of all documentation,
from the proposal stage to the issuance
of policies.

Claims

The claims environment has recently
grown more complex owing to a
number of different factors. Growing
competition, and the increasing ubiquity
of digital technology, have led to greater
customer demand for speed and
efficiency in processing claims. These
are serious challenges, but it is crucial
that we respond to them and keep pace
with customer expectations. The claims
process represents the pivotal moment
where we, as an insurer, most directly
fulfil our obligations to our customers.
Responding to claims with ease,
speed, efficiency, and delicacy is the
cornerstone of upholding our customer
relationships, as well as increasing
referrals and building our brand in an
increasingly competitive market.

To meet these demands, the Claims
Department maintains a high standard
of operational efficiency to develop
robust and sustainable outcomes. Our
strategy is to make small, incremental
improvements on a continual basis to
optimise our goals rather than risk
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our sustainability on large, untested investments. With a dedicated and competent
staff, as well as resources in place to develop expertise through internal training,
promotions, and re-assignments, we are confident we are well-positioned to meet
our obligations and fulfil our customers’ expectations.

The Claims Department leverages technology to facilitate the efficient delivery of
several tasks including:

Communications with claimants

As the claims process requires constant communication with claimants, it is
in our interest to anticipate claimants” needs to exceed their expectations.
Technological developments facilitate such proactive communication by
allowing us be in touch with claimants through whatever channel they might
prefer.

Data analytics to detect fraud

In applying advanced analytics to the extensive data we have accumulated over
the years, we are able to predict to a high degree of accuracy optimal claims
outcomes. With analytical data the Claims Department is able to improve the
quality of its claims service while reducing claims leakages and incidents of
fraud.

Development of new administrative tools

By forming strategic partnerships with service providers we have gained
access to new tools on robust inter-business networks and communication
systems. These new technologies help us to reduce administrative burdens,
streamline the claims process, and improve operational efficiency, effectively
reducing our cost of claims management.

In addition to these applications, we are investigating how digitisation and
automation can minimise blind spots in our assessments and reduce the
administrative functions of claims personnel and loss adjusters. For all the
opportunities afforded by technology, however, human intervention remains
essential to our claims process. Complex claims, and customers™ satisfied
interactions with our processes, require the sound judgement and reassurance
that can only be offered by skilled human capital.
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Challenges Going Forward

There are a number of factors compounding the challenge of processing and paying claims efficiently and effectively, including
increasing medical costs, more complex products, and a shortage of skilled insurance professionals. In addition, litigation
costs have become one of the greatest expenses affiliated with liability claims, while claims costs continue to increase owing
to medical inflation and fraud.

Early indicators of potential legal action can help us better manage and mitigate associated costs. By flagging early in the
adjudication process claims t