
28 Union Assurance PLC

REFLECTION FROM OUR 
CHAIRPERSON

On behalf of the Board of Directors, I’m 
pleased to present our Integrated Annual 
Report and financial statements for the 
financial year ended 31 December 2022. 
The ensuing sections of the report will 
provide you with an in-depth understanding 
of the Company’s value creation process 
and the strategies in place to navigate 
the business towards sustainable growth, 
amidst the macroeconomic condition 
prevailing in the country.

CHALLENGING OPERATING 
CONTEXT 

The Sri Lankan economy continues 
to face numerous challenges. Severe 
domestic macroeconomic pressures, 
primarily emanating from a deteriorating 
external financing position, have created 
political uncertainty and social unrest. The 
country witnessed a record depreciation 
of the Rupee from March 2022 onwards, 
unprecedented rates of inflation, a scarcity 
of essential commodities including food 
and medicines, and disruptions to power 
supply, all which continue to have far-
reaching socio-economic implications. 

STRONG FINANCIAL 
PERFORMANCE 

Despite the challenging conditions, the 
Company recorded a strong performance 
during the year. The steady growth in 
regular new business premiums placed 
Union Assurance (UA) as the second 
largest regular new business producer in 
the industry with Gross Written Premiums 
(GWP) increasing by 8% to Rs. 16.7 Bn 
and Annualized New Business Premiums 
(ANBP) increasing by 10% to Rs. 6.4 Bn. 
While the Company continued to develop 
and consolidate on Agency as a best-in-
class distribution channel, it strengthened 
its Bancassurance channel with multiple 
leading banks, consolidating its position 

We expect the Sri Lankan economy to start recovering in the second half of 2023 
and remain optimistic about our prospects for the year given the strong market 
fundamentals of the insurance industry. We will therefore continue to forge 
ahead with our strategy of transforming ourselves into a fully-fledged digital and 
customer-centric insurer for the new age.

as a leading bancassurance provider in 
the country. During the year the Company 
also expanded its corporate channel via 
sustainable quality business acquisitions.

Net Investment Income increased by a 
42% to Rs. 7.5 Bn supported by both an 
effective asset reallocation strategy and a 
high interest rate trajectory. On the costs 
side, claims and benefits to policyholders 
increased by 24% while underwriting and 
net acquisition costs increased by 11%. 
Despite unprecedented cost pressures 
brought about by the rupee depreciation, 
tax reforms, administrative price 
adjustments and high inflation, the increase 
in recurrent operating, administrative and 
selling expenses were contained to 10% 
due to effective cost containment and 
optimization initiatives. As a result, profit 
before tax (PBT) increased by 42% to  
Rs. 3.7 Bn during the year. 

The Company’s investment portfolio 
recorded a 9% growth and stood at Rs. 
64.4 Bn as at the end of the financial year 
while the Life fund, which is backed by A+ 
and above rated reinsurers, grew by 13% 
to Rs. 54.9 Bn as of 31st December 2022.

The Company also maintained a strong 
capital and liquidity position with a Capital 
Adequacy Ratio (CAR) of 194%, which is 
well above the regulatory requirement of 
120%. The CAR which was impacted by 
the high interest rates during the year is 
expected to improve with a forecasted 
reduction in interest rates towards the 
latter part of 2023. As per the Government 
authorities the IMF executive board 
approval for the Extended Fund Facility is 
expected in the first half of 2023.

Subsequent sections of the Annual Report 
will deep-delve into developments in the 
macroeconomic environment and their 
impact to business in detail.

CONTRIBUTION TO THE SRI LANKAN 
ECONOMY 

In 2022, UA provided life insurance to the 
value of Rs. 23.3 Bn covering a diverse 
community in Sri Lankan while providing 
employment opportunities to over 790 
people, of which 45% are located outside 
the Western Province. Our agency channel 
meanwhile supports the livelihoods of 
over 3,760 field staff. Contributing to the 
economy of the country, UA also paid  
Rs. 710 Mn as income tax during the year.

We will continue to play our part and 
contribute towards enabling the recovery 
of the economy at this pivotal juncture 
by broadening our horizons to make 
ourselves future-ready and embracing 
digitization that drives convenience, 
possibilities, and steadfast value to our 
valuable stakeholders. 

SUPPORTING OUR EMPLOYEES 

Our holistic employee value proposition 
enables us to consistently attract some 
of the best talent in the industry. We 
continue to enhance our value proposition 
through ongoing training opportunities 
and a performance orientated, inclusive 
culture that is firmly rooted in ethical and 
transparent behaviour. 

Understanding the financial constraints 
faced by our employees amidst rising 
cost of living, the Company provided a 
one-off, financial care package in the form 
of an ex-gratia payment, to all eligible 
employees, during the month of April 
2022.This was complemented with other 
non-financial and indirect financial support. 
Employee categories most impacted by 
the unprecedent increase in cost of living 
were offered additional financial support 
while a distress allowance was offered 
to employees impacted by the imposition 
of the high advance personal income tax 
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scheme. These measures are intended to 
bridge the gap in the cost of living and, I 
believe, epitomizes one of the core Values 
of our Company – Caring.

Diversity, Equity, and Inclusion (DE&I) is a 
focus area within the JKH group. As part of a 
JKH group initiative, the company launched 
the Diversity, Equity and Inclusion (DE&I) 
policy, the overarching policy that underlies 
the Company’s overall commitment to 
DE&I. The DE&I policy is based on the key 
principles of empowerment and inclusion, 
zero tolerance for discrimination, equal 
opportunity, equal participation, and 
diverse value chains. Several initiatives 
were also rolled out with the aim 
of increasing female participation in 
our workforce and providing career 
opportunities to persons with disabilities. 
Another revolutionary initiative was the 
introduction of Equal 100 days of Paternal 
Leave, which provides both parents 
with 100 days of paid parental leave. 
Meanwhile we continue to make strides in 
closing the gender gap in our workforce. 
Currently 48% of our workforce consists 
of women while representation of women 
at senior management levels was 18% 
during the year. There are clear targets and 
development plans in place to improve 
diversity at senior management level.

Unfavourable economic conditions and 
more lucrative opportunities in overseas 
labour markets have led to a sharp 
increase in migration levels in the country. 
This was experienced within the company 
as well. However, we are confident that 
our strong employee value proposition will 
serve to retain our valuable employees in 
the company thereby retain talent within 
the country. 

SUCCESSION

As per the planned organizational 
leadership transition, Mr. Senath 
Jayathilake, previously the Chief 
Distribution Officer, assumed duties as 
the Deputy Chief Executive Officer on 
1 January 2023 and he will take over 
reigns as the Chief Executive Officer 
with effect from 1 January 2024 upon 
completion of Mr. Jude Gomes’s tenure 
as Chief Executive Officer, on the 31st of 
December 2023.

Guided by our vision of 
‘Empowering the Nation 
for Tomorrow’, we focused 
our CSR activities around 
the core areas of Health, 
Education and Disaster 
Relief.

STRENGTHENING GOVERNANCE 

During the year, several initiatives were 
implemented to further strengthen the 
Company’s governance framework and 
controls. Strengthening cyber security 
resilience by implementing Center of 
Internet Security (CIS), setting of globally 
recognized and consensus-driven IT 
security best practices, improving 
ISO:27001 controls and integrating 
‘goAML’ reporting within the framework 
set by the Financial Intelligence Unit of 
Sri Lanka in compliance with the United 
Nations Anti-money-laundering system 
were some of these initiatives. We 
also made steady progress in SLFRS 
17 implementation journey and have 
awarded testing of a proof of concept 
(POC) for the IFRS implementation via a 
rigorous vendor selection process in 2022. 
Several independent audits & reviews, 
internal certifications and training sessions 
were also carried out during the year to 
strengthen the control environment of the 
Company.

I am pleased to state that there were 
no reported violations of the Company’s 
Code of Conduct or Code of Business 
Conduct and Ethics in the Code of Best 
Practice of Corporate Governance, jointly 
advocated by the Securities and Exchange 
Commission of Sri Lanka and the Institute 
of Chartered Accountants of Sri Lanka. 
I also wish to affirm our commitment 
to upholding Company policies, where 
emphasis is placed on ethical and legal 
dealings, zero tolerance for corruption, 
bribery and any form of harassment or 
discrimination in our workplace and any 
work-related situations. Further details 
on governance compliance and initiatives 
can be found in the Corporate Governance 
Commentary of this Report.

SUSTAINABILITY FOCUSED

The Company’s sustainability management 
framework ensures that sustainability 
considerations remain an integral part of 
our business operations. This framework 
guides the Company to integrate financial 
performance with environmental and 
social considerations by incorporating 
practices such as responsible consumption 
of resources, emissions management, 
responsible waste disposal, fair labour 
practices and community responsibility. The 
framework also encourages the Company 
to reach beyond its own boundary to build 
upon its considerable social and relationship 
capital to promote more responsible 
behaviour throughout its value chain. 

We continue to make progress in our 
sustainability journey by taking initiatives 
to improve energy efficiency and 
digitalizing certain customer servicing 
features. However, the shift from work 
from home to a hybrid working model 
resulted in higher emissions and resource 
use during the year, the Company’s 
carbon footprint increased by 28% and 
water withdrawn increased by 18%. 
The Company established Sustainability 
Goals to be achieved by 2023, which 
includes targets for reducing energy and 
water consumption and incorporating 
new and emerging areas of priority such 
as renewable energy. Sustainability 
performance is reported in accordance 
with the GRI Standards. 

Profit Before Tax

Investment Portfolio

Life Fund

Rs. 3.7 Bn

Rs. 64.4 Bn

Rs. 54.9 Bn

(2021: Rs. 2.6 Bn)

(2021: Rs. 59.3 Bn)

(2021: Rs. 48.5 Bn)
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CARING FOR OUR COMMUNITIES 

Guided by our vision of ‘Empowering 
the Nation for Tomorrow’, we focused 
our CSR activities around the core areas 
of Health, Education and Disaster Relief. 
During the year, we launched “HOPE”, 
an employee-driven CSR platform and 
as the first project donated essential 
medicines to the Lady Ridgeway Hospital 
with staff contributions. We implemented 
a series of seminars in partnership with 
National School of Business Management, 
Green University Town, University of 
Sri Jayewardenepura, and American 
National College to empower and train 
undergraduates to be corporate ready and 
to instil good practices that will enable 
them to succeed in the corporate world. 
We also partnered with the Department 
of Probation and Child Care Services and 
Colombo Expats Cultural Association 
to offer 100 days’ worth of rice to over 
10,600 children across 379 orphanages in 

Sri Lanka. Meanwhile Sports equipment 
were donated to Handaganawa Maha 
Vidyalaya in Mahiyanganaya in recognition 
of success achieved in the field of Rugby 
and as part of our youth empowerment 
efforts. 

DIVIDEND

The Company will continue with its 
dividend policy that corresponds with 
sustainable growth in profits, whilst 
maintaining adequate funds for future 
expansion and business continuity in a 
volatile business environment. 

Hence, given the high sensitivity of the 
CAR to interest rate, the Board of Directors 
are compelled to withhold shareholder 
dividends for 2022 despite the strong 
performance of the company, until there is 
an improvement in the current economic 
conditions of the country.

WAY FORWARD 

We expect the Sri Lankan economy to 
start recovering in the second half of 2023 
and remain optimistic about our prospects 
for the year given the strong market 
fundamentals of the insurance industry. 
We will therefore continue to forge 
ahead with our strategy of transforming 
ourselves into a fully-fledged digital and 
customer-centric insurer for the new age. 
We will, however, closely monitor market 
developments given the high level of 
uncertainty and remain agile and flexible 
to be able to respond to these evolving 
dynamics. We expect fiscal consolidation 
and domestic debt restructuring to be 
a key focus going forward and urge the 
government to manage such a process so 
as to minimize the impact to the financial 
system and businesses of the country.

The year has been a 
challenging one. We 
have, however, emerged 
successful because of the 
strength and commitment 
of all our employees. 
I therefore take this 
opportunity to thank all 
our staff for their unstinted 
commitment, understanding 
and cooperation throughout 
this extremely challenging 
year.
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