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scheme and be paid 10 per cent
as service charge by the insur-
ance companies. This arrange-
ment came into effect from
01/04/1990.

Moreover according to Sec-
tion 23, Sub-Section 3i{b) of the
Insurance Corporation Act,
1973 "Public Property” means a
project financed out of loan or
with external aid until it
reaches normal production or
put to the use for which it is in-
tended. This also includes all
insurance on project set up by
private entrepreneurs with for-
eign loan. It is long-standing
» demand of the Association that
the term ‘public property’
should be redefined to exclude
from its scope undertakings set
up with foreign loan in the pri-
vale sector on which the insur-
ance premium is fully paid by
the private entrepreneurs. This
provision is hindering the
growth of the private insurance
companies.

e Sadharan Bima Corpo-
ration is not only having a
monopoly over the underwrit-
ing of the public sector business
but also has a free hand to un-
derwrite private sector busi-
ness. Private sector insurers
strongly hold the view that both
public sector and private sector
insurance should be open to free
competition for healthy growth
of insurance market and to
keep up the spirit of privatiza-
tion policy of the government.

Reinsurance: Although it

was the demand of the Associa-
tion that private sector non-life
insurers should be allowed to
place their entire portfolio of
reinsurance in foreign market
if they so desire, the Insurance
Corporations [(Amendments)
Act. 1990 met up the demand
partially and provided that 50
per cent of all the reinsurance

must be Elaoed with the Sadha-
ran Bima Corporation and the

remaining 50 per cent ‘may be
placed with the Sadharan Bima

Corporation or with any other
insurer’ in Bangladesh or
abroad. But this has not
changed the position at all. The
companies are being obliged to
place 100 per cent of their rein-
surance with Sadharan Bima
Corporation, because after plac-
ing 50 per cent  compulsorily
the portfolio of the individual
companies becomes too small
to be placed abroad. As a result,
the companies are deprived of
getting better terms and condi-
tions from foreign reinsurers.

The Sadharan Bima Corpo-
ration has been performing
dual functions-direct under-
writing and reinsurance. This
means that Sadharan Bima
Corporafion is a competitor to
the private sector insurers, This
practice is nowhere prevalent
in the world. To solve this prob-
lem the Association has been
suggesting that a separate rein-
surance organization has to be
set up in the country at the ini-
tiative of the government. Such
an organization will help de-
velop proper insurance exper-
tise within the country with ex-
posure of global reinsurance
market to acquire valuable ex-

erience, obtain better terms
rom the international market,
conserve more foreign exchange
within the country and also
play an effective role in the in-
ternational reinsurance mar-
ket, specially in Asia and the
Middle East. The Asian Devel-
opment Bank also recom-
mended that a separate rein-
surance organization snould be
sel up and expressed its will-
ingness to co-operate in its
formation with fund and exper-
tise.

Investmeant: To protect the
interest of the share holders
and policy holders, the Insur-
ance Act provides certain regu-
latory provisions in the in-
vestment of life insurance fund,
as laid down in section 27 of the
Insurance Act 1938 which are
as follow:
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1. Thirty per cent of life in-
surance fund to be invested in
government securities.

2. A further thirty per cent in
government and other securi-
ties.

3. The balance forty per cent
in approved investments.

In this regard the Asian De-
velopment Bank has prepared a
report on the Study of the In-
surance Industry and Pension

Funds Operations in
Bangladesh and pointed out
that it is essential that insur-

ance companies invest their
funds  judiciously with com-
bined objectives of liquidity,
‘maximization of yields, secu-
rity and most importantly en-
sure that they can meet the lia-

bilities when required. This re-

rt of the ADB recommended

or reduction of the percents ge

of funds to be compulsorily in-
vested in government securities
from existing 60 per cent to 25
per cent.

The Bangladesh Insurance
Association in line with ADB
recommended to the govern-
ment that section 27 of the In-
surance Act should be changed
as follows:

1. Twenty-five per cent of life
insurance fund to be invested in
government securities.

2. The balance seventy-five
Per cent in approved invest-
tnents.

Approved investments will

© mean investment in real estate.
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mo €s, shares, debertcs,
bridge financing ete. and may,

by notification in the official
gazette, be specified from time
Lo time,

About investment of life
fund il is reported in the daily
“The Financial Express” dated
4th August. 1999 that 30 per
cent of insurance money will be
invested in government securi-
ties or the government ap-
proved investment schemes
while the remaining 70 per cent
in market instruments. The
recommendations as reported.
if considered by the govern-
inent, will certainly damage the
policy holders' intcrest and se-
rlnusl‘]: discourage life insur-
wic husiness in the country.
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to ensure discipline and
regularity in their opera-
tions, particularly with
regard to their adherence
to statutory provisions
concerning business
ethics.

(lii) The Insurance
Companies shall have to
he encouraged .and
motivated to expand their
activities towards
developing non-
traditional and people-
oriented insurance
schemes apart from their
aggressive efforts for the
development of conven-
tional classes-of insur-
ance,

(iv) Concerned Govt
authority may take
necessary steps so that

the banks and financ'al
institutions can not
blacklist insurance

companies arbitrarily
when they (the insurance
companies) lawfully e-
ject claim under the
terms and conditions of
concerned insurance
policies. If this is not
done it will be difficult
for the insurance compa-
nies to operate within the
provisions of the law of
the land particularly the
Insurance Act and
Insurance Rules of the
country:
(vl The role of Govt
Agencies such as
Sadharan Bima Corpo-
ration and Chief
Controller of Insurance
should be so designed as
to provide assistance to
the private insurance
companies for their op-
eration, development and
... growth and not as their
controller and' competi-
. tor as is the position now

nsurance Industry.

(vi) The private sector
general insurance
companies should be
allowed to arrange and
place their reinsurance
cover partly or 100 per
cent with {rm:al and/or
foreign reinsurance
companies according to
their own choice and
without monopoly of
Sadharan Bima
Corporation in the field
of reinsurance in
Bangladesh. If we encour-
aﬁe competitors in pur-
chasing reinsurance,
services of Sadharan
Bima Corporation will
not only improve but also
insurance companies will
secure best available

.' {Ji‘évailing in Bangladesh
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‘We conveyed our reaction on the

report as well as on the recom-
mendations of the Security and
Exchange Commission to the
government.
Professionalism: The
prug}:l'ess of insurance industry
on the proper lines depends on
professionfilism for which
there should be adequate ar-
rangement of training. For this
purpose, the Bangladesh Insur-
ance Academy has been estab-
lished by an executive order of
the Ministry of Commerce: [t
has not yet heen given the status
of an autonomous body. The
Association has been con-
stantly urging the minist
concerned to convert it into an
autonomous body

Co
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terms and proper ser-
vices,

5. Since inception of Green
Delta Insurance
Company in 1986 it had
consistently been able to
occupy a substantial seg-
ment of the market.
Today its share of the to-
tal market business in
Bangladesh is about 9 per
cent which is the highest
for any single private in-
surance company in the
country.

« Green Delta Insurance
Company Ltd obtained
Eermissjnn to commence
usiness in December
1985. It started under-
wriling different classes

of general insurance such -

as fire, marine, motor,
accident, engineering etc
since lst January, 1986.
Since then it marched
forward without looking
back. By virtue of its pro-
fessional character and
institutional services it
has been able to establish
itself as.a leading general
insurance company in
the country. This has
been possible because of
the corporate nature of its
Administration which is
a rare feature in any pri-
vate sector ofganisation
in a developing country
like Bangladesh. The
Company's current assets
stand at more than Tk 58
crore while it has settled
claims to the extent of
about Tk 100 crore,

The Company besides un-
derwriting  general
insurance business is
also investing its funds in
shares and debentures of

different companies-and

. approved securitiesof the

promoting capital in the
country. The Company is
also a co-sponsor of Delta
Brac Housing Finance
Corporation Lid — a joint
venture housing finance
institution established in
the private sector in co-
operation with Delta Life
Insurance Co Ltd,
Bangladesh Rural Ad-
vancement Committee
(BRAC), International
Finance Corporation
{IFC) and Housing Devel-
opment Finance
Corporation Investments
Ltd (HDFC), India.

Green: Delta Insurance
‘ Company since its incep-
tion in 1986 has been un-
derwriting all types of
general insurance busi-

erection risks against
material damage and
third party liabilities.

(iii} Various types of
transports against
material damage and
third party liabilities,
personnel risks, pe-
cuniary risks such as
twusequential loss aris-
ing out of interruption of
business operations
through material damage
to various enterprises,
employers liabilities,
public liabilities ete.

10. Not applicable to Insur-
ance Companies.
il

The standard of an in-
surance company is rated
generally on the basis of
the following factors:

(i) Quantum of business
and quality of business,

(ii) Financial status
including (a) assets, (b)
reserves, [c) liquidity
position. ({(d]} dividends

ven.

iii) Quality
management and
attitude to risk;

tiv) Quality of services
rendered particularly
with regard to prompt
and quick.settlement of

claims.

of
its

12 Initially Green Delta
Insurance Company came
to be known in the mar-
ket mainly bv virtue of
the standard of service, it
could give the clients and
the reputation of its pro-
fessional management

which comprised a num-

ber of qualified and expe-
rience executives well
known in the local indus-
try and abroad,
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‘Investment Ltd
1

At the moment. Insur-
ance seclor E(.:FPE:E]I‘H lo be
overcrowded with too
many companies chas-
ing too little business.
With the stagnation of
the industrial growth
and more entrants in
the insurance sector.
there is inlense acdverse
ceompelition. which 1s
harming the business.
3 The leasing scelor is
somewhial better. Fow-
ever, the seclor is sufler-
ing from chronic liguid-
ity problem and high
cost of fund. This is
leading to high lending
rate.

ool s 1
~Comributing a tot - Prime Finance & '

mpanies talk to

duct Merchant Banking
and Lease Financing ac-

tivities., Merchant
Banking operation con-
sists of Underwriting of
shares; Portfolio Man-
agement and Issue Man-
agemerit. The Merchant
Banking unit started its
operation. in the year

1996 and the Leasing

Unil -from January 1.

1998,

Under the Leasing Oper-

' E'::.Is'r'

Asad Khan
Senior Vice President

ation; we have Ecﬁlp-]

ment Leasing and
Purchase activities.

ire

. PFIL finances all types
of industries.

In General Insurance,
Green Delta Insurance
Co. Ltd. and Pragali In-
surance Company Ltd

are reportedly the
largest.
Currently Industrial

Development Leasin
Co. of Bangladesh Ltd,
and United Leasing Co.
Ltd. are going neck and
neck. :

Our . equipmenl are
mosltly, vehicles #ndus-
trial i inachinery; gen-
erating sets ete.

Commercial Banks
cater = mostly to
import/export finance,
short term lending and
to a lesser extent
Industrial Financing.
Leasing ‘companies
enter into contracts for
period between 36 to 60
months depending upon
type of equipment.

11. PFIL is one of the
leading Merchant
Banks in operation it

the moment in
Bangladesh.

12. We are yet to advertise
in any media. We did not
feel the necessity of
advertising.

10.

Leasing in Bangladesh

Continued from page 17
Corporate tax rate for publicly
listed banks and financial in-
stitutions, including leasiag
companies .has been reduced
from 40% to 35% in the previ-
ous budget. This measure re-
moved the discrimination in
tax rates between publicly
traded financial institutions
and non-financial businesses,

c¢) Stock Market: Several
measures have been taken to
boost the ailing stock market of
the country. These include ex-
emption of tax on income from
mutual funds established and
operated in the private sector
and non-inspection of previ-
ously un income provided

"it is invested in the stock m:ir-

ket. However, such investors
must pay tax at the rate of 7.5%
thereon and retain buu%ht
shares for at least a year. The
existing ceiling of Tk 10,000 for
deduction of tax from dividend
has been raised to Tk 30,000.

To attract foreign invest-
ment in Bangladesh, the follow-
ing tax benetits are also avail-
able:

i} Exemption of tax on inter-
est payments to foreign lenders

ii) Exemption of tax on divi-
dend payments to foreign
shareholders

The lessor's gross rentals are
subject to tax after charging de-
preciation calculated under the
prevailing taxation rules. While
normal depreciation through-
out the lease term is allowed the
provision for initial deprecia-
tion have been withdrawn.
Lease rentals paid by the lessee

are fully tax deductible.
Funding: To meet funding

requirements, a leasing com-
pany can issue shares, deben-
tures and bonds. Moreover, they
are allowed to procure lon
term eredit from commercia
banks, insurance companies
and other financial institu-
tions, both local and fﬂreiﬁn.
Leasing companies are also
ermitted to obtain deposits
{from public institutions and
individuals. Recent regulations
require leasing companies to
maintain a non-interest bear-
ing cash reserve equivalent to

2.5% of Eublic deposits with the’
central bank, furthermore the
companies will have to main-

at all times 10% of their li-
?ﬁﬂities in the form of quuilrii
assets.

Accounting for Leases: No
specific accounting standard
for the lessor or lessee has yet
‘heen established. Generally
Accepted Accountin Principles
(GAAP) are being followed un-
der which the leased assets are
being shown in the book of the
lessor while the rental pay-
ments are considered as revenue
expenditure by the lessee.
Accordingly, depreciation on
such assets is charged in the
books of the lessor _Etl%huugh the
accounting depreciation may
differ from the depreciation
stipulated in the tax law.

Regulatory Body: As per the
Financial Institutions Act,
1993. the operation of leasing
companies is controlled by the
Central Bank i.e. Bangladesh
Bank which also regulates for-
eign exchange transactions and
transactions with commercial
banks. Leasing companies are
required to furnish monthly,
quarterly, semi-annual ‘and
annual reports on their opera-
tional performance to
Bangladesh Bank in addition to
weekly statements on the posi-
tion of their liquid assets and
liabilities as well as public de-
posits and cash reserve main-
tained with the Central Bank.
The Chief Controller of Imports
and Exports regulates the im-
portation of lease equipment.
For ‘establishment of joirt
ventures with leasing compa-
nies in Bangladesh permission
from the Board of Investment,
Ministry of Industries and
Bangladesh Bank is necessary.
For Issuance of shares and
debentures, prior permission
from the Securities and
Exchange Commission is re-
quired. Permission from
Bangladesh Bank as well as the
Bangladesh Export Processing
Zones Authority is required for
any leasing company wishing
to finance in foreign currency
as an off-shore unit in Export
Processing Zones:
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| ness such as marine 2. Lately the insurance ;
cargo. marine hull, fire. market appears to have : '
{unlur, burglary, cash-in- stagnated somewhat, On —~ @ : &
ransit, cash-in-safe, the contrary, leasing
cash-on-counter, public business is still growin e ase lnanc1n
liability, product liabil- at a healthy rate thoug
' ity, medical & health in- not at the rate tl';lat Fras
surarnce, contrac- enjoyed during the first ‘
I\ RCE tors/erection all risk. 8 years. ARE YOU LOOKING FOR FINANCIAL ASSISTANCE
MBD, DOS, Aviation and 3 As a leasing company,
other miscellane]més ;F:ns:;j and availability of : IN
' ' types insurances includ- und is the restrainin
OF FINANCING ing Insurance guarantes. factor to the growth an b CAPITAL MACHINERY ¥ VEHICLES LIKE LUXURY
- o 8. From the painbiofyisw of B Spmcntol tnla ser » HEAVY CONSTRUCTION BUSES, MICROBUS, PICK-UP
- ! iness or. nglades n -
s o D o e Bin ' el weh e EQUIPMENTS TRUCKS, TRACTORS; CAR
i | Ltd, Progati Insurance Co - icons elproviding | o » MARINE TRANSPORT CARGO CARRIERS
A eliance cosl funding so we
Ei ! .t t:;juranacg Co are leading may pass uﬁ the benefit | » GENERATOR AND BOILER » MEDICAL EQUIPMENT
iy * the private sector insur- to the lessees and effec- » PRINTING & PACKAGING » CONSUMER DURABLES
‘a . é ance ?llaTIg:Eti in gv.;l Sc:nmpete with the )
: ' v . There is ve anks. )
A Pﬁ = - E}a,_flg Efjripetitinn ammg 4. As mentioned earlier,
s ¥ the insurance companies cost and availability of
i,'l'n with I-Egard to: fund is the grfatﬂﬂt
T. J 1agA" (i) Rate of commission. problem. In addition to
-‘-i'*f-'i-“i" | (1) Standard and qualit this, frequent changes
P, [ S of service rendered bot in government regula-
s’y > in respect of underwriting tion, rising interest rate
' of risks and settlement of and uncertainty in the
claims: Financial market are
some of the other con-

(iif) Scope of cover.
(iv) Sales promotion mea-
SUres.

Green: Delta insurance

straints.

5.

Prime Finance & Invest-
menlt Limited is a newly

9.

Company generally in- ; :
- established company.
ﬁl.;res ﬂ]!:!Eufg ;%T: & o We have made a modest

beginning and expect
that in- time we shall
lirmly establish our
producls in the market.

"Priime Finance and In-,
vestment Lid. (PFIL) has
-been authorised to con-

immovable properties
and stock of industrial.
commercial and residen-
tial establishments and
other general risks
against material loss. :
{i1) Construction and

s
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JANATA INSURANCE COMPANY LTD
AT A GLANCE-1998
Head Office : 125, Motijheel C/A.. Dhaka-1000.
Fax 500141, - |
IDLC offers lease financing for all types of | Date of Commencement of 06, November 1986. PLEASE CONTACT FOR DETAILS
machinery and equipment including vehicles § Naubens 4 ‘mil}b outside Dhaka-26) o . " | —
with prompt and convenient services. N e o e s [CerEee
, . i) Officers- 121 21 PHOENIX MDANY LTD.
Industrial Development Leasing Company || P——— a1 LEASING CO
' Imi 7 Nelcame " Lot D IN LEASING
of Bangladesh Limited ; Underwriing Profi 234.81 (lac) YOUR TRUSTED FRIEN
8  Profit before Taxation 206.95 HEAD OFFICE:
Head Office: | 10. Profit after Taxation 176.95 (lac *
Hadi Mansion, (6th floor) Chittagong Office: e R SHADHINATA BHABAN (1ST FLOOR), 88, MOTIWHEEL C/A, DHAKA-1000
2, Dilkusha C. A., Dhaka 30, Agrabad C.A. 1998 g PHONE: 9569007-10, FAX: 880-2-9567787 :
Phone: 9560111 Phone: 715895 % oM hea 76774 o) CHITTAGONG BRANCH:
86.00 y ;
Financial Leasing Company with multinational collaboration 6 Tolal Assets 397429 ) s 4 I RM. HOUSE (15T FLOOR), 31, AGRABAD, C/A, CHITTAGONG, PHONE: 710089, FAX 710086

L



