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Editorial
Dear Readers,
As the period of low growth and uncertainty
of the past few years is drawing to a close,
one can look forward with new energy at
2017. With a president and government in
place and eager to perform their duties for
the sake of Lebanon, we congratulate our
nation as well as our president and cabinet and state with full conviction that our
future should better be bright. We all know
the famous adage that the path to a better
future starts with a single step, however,
and we also know that it is up to us to take
this step. ACAL therefore has presented
our aims for the insurance sector in a meeting with acting insurance commissioner
Nadine Habbal, with whom ACAL enjoys
excellent relations.
In this meeting, which took place already
prior to the announcement of the cabinet,
the association congratulated the Insurance
Control Commission to its recent initiatives and rebranding with a new logo. We
emphasized the importance of insurance
and declared our prioritiesfor the coming
months to the ICC as our primary partners
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in the public sector. Fruitful collaboration
with the Ministry of Economy and Trade
will be essential in the planned relaunch of
our approach to growth in the coming year.
Topping the list of needs and objectives
that we presented, ACAL expressed our
desire to have a constructive and intensive collaboration between ACAL and the
MoET under the new minister, His Excellency RaedKhoury. We specifically hope
for his support in forging closer collaboration with the Banque du Liban under
Governor RiadSalameh as we would wish
for the central bank to make soft loans and
financial incentives available that will promote consolidation among insurance companies. To encourage such consolidation
moves by way of mergers and acquisitions,
we furthermore intend to organizea seminar on this topicand trust that the ICC will
stand with the insurers in this task through
an intervention with the central bank.

Collaboration with public sector authorities will in ACAL’s view also be crucial for
making progress in insurance sector participation in developing the Lebanese oil &
gas industry. As the adoption of the relevant decrees through the government opens
new doors for this industry, we discussed
with Ms. Habbal how the association can
support the new energy minister and how
we hope to advance the role of insurance
companies and brokers in this sector.
On the issue of distribution channels for insurance products, we seek clarity from the
Insurance Control Commission on the role

of some intermediary companies. If banks
are allowed to offer ready-made insurance
products through bancassurance channels,
we ask them to be licensed and registered
as insurance agencies. ACAL notes with
satisfaction that the ICC is engaged in efforts to bring order into the insurance distribution channels.
Next on the list of our priorities was the
issue of mutual associations. The ICC is
fully aware of the problems created by the
fact that mutual organizations are not under
its regulatory control. In this regard the association and Ms. Habbal are on the same
wavelength in seeking to stop the unhealthy status of mutual companies in offering
insurance without proper supervision. We
expressed our satisfaction that two mutual
companies were halted and proposed holding an international seminar on the role of
mutual insurance.
Further topics on the ACAL agenda and
wish list that we discussed with Ms. Habbalranged from earthquake insurance
and compulsory motor liability coverage
against material damages to reviving hunting insurance with low coverage limits.
We raised questions how ACAL and member companies should proceed in the project for an earthquake insurance pool and
what the state of compulsory insurance is
from the ministry’s perspective.
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Some miscellaneous itemsthat we brought
to the table with the ICC were the upcoming
meeting on mechanical tax collection by insurance companies, which we hope will be
supported by the MoET. Also raised wasthe
matter of insurance coverage for Middle
East Airlines and the request for ministerial
support of Lebanese insurers seeking to expand into underserved markets outside our
borders, such as many African countries and
the highly interesting Iranian market.
Next to our discussion of insurance sector
concerns and outlining our requests for
public sector support, ACAL organized two
important seminars and one customary social event in late 2016. You will find reports
on the two seminars – on cybersecurity
and anti-money laundering requirements –
in this issue of Assure. We are especially
enthralled with these topics, as they relate
closely to the theme of insurance digitization, which will be the topic of our planned
conference with GAIF in mid-2017.
For further updates on our activities we recommend that you take a read of the ACAL
Agenda Monitor which we plan to feature
regularly beginning with this issue of Assure.We concluded our calendar of events in
2016 with the traditional lunch for members
of specialist media. The lunch on December
15 was very well attended by ACAL members and media people and we were very
happy to welcome outgoing minister of
economy and trade, His Excellency Alain
Hakim, as our guest of honor. After closing
the year of 2016, I wish all member companies and insurance practitioners in Lebanon
a safe and successful 2017.
Max Zaccar

Assure is the official newsletter of the Association
des Compagnies d’Assurances au Liban.
Registered under Number 114202 at
the Ministry of Economy and Trade
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Prioritizing compliance
The Executive Director for
Compliance at Lebanon’s Special
Investigative Commission (SIC),
Mr. Tarek Zahran, honored ACAL
in December. He delivered a
speech and power point presentation on Dec 15 to member companies at the association’s premises,
explaining what insurance companies should do in compliance
with Anti Money Laundering and
Combating the Financing of Terrorism (AML/CFT) regulations in
Lebanon.
The SIC is the Lebanese Financial Intelligence Unit (FIU) that
was established 15 years ago.
Over the years since the SIC commenced its role, the fight against
illegitimate financial transactions
related to all sorts of crimes and
corruption as well as illegal arms
trade and terrorism have become
an issue of greatest importance.
As an independent legal entity
with judicial status, the SIC investigates suspicious financial transactions and ensures AML/CFT
compliance of banks and financial
institutions, including insurance
companies.
The SIC Compliance Unit spe-
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cifically is tasked to, among other
things, request corrective measures from banks and financial
companies in cases of non-compliance with AML/CFT regulations, ensure that external auditors
file relevant reports to the Governor of the Lebanese central bank in
timely manner and that corrective
measures stated in such reports are
implemented. Mr. Zahran kindly
provided Assure with answers to
our questions regarding the AML/
CFT responsibilities of insurance
companies and regarding plans to
have ongoing sessions with ACAL
member companies in 2017.
Assure: What is new for insurance companies in the area of
compliance with AML/CFT regulations and what is the most relevant point of the recent SIC Circular 21 for the insurance industry?
Zahran: AML/CFT regulations
are not new to the insurance industry, they have been in place since
2001 when Law no. 318 was first
introduced. The insurance sector
has also been supervised by the
SIC for AML/CFT compliance
for many years now. To stay at
par with international standards,
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AML/CFT Law no. 44 of November 2015 expanded AML/CFT
requirements, including those for
the insurance sector. Pursuant to
the issuance of the said Law, SIC
Cir. 21 introduced details on what
needs to be in place at insurance
companies including having written
policies & procedures, appointing a
compliance officer, adopting internal controls to monitor transactions
based on risk and also applying
adequate Know Your Customer
measures. Paying attention to certain indicators is also an important
requirement, and as such the entire
regulations in place via Law no.44
and SIC Cir.21 are important and
relevant, especially for insurance
companies that issue life policies
with investment features.
Assure: What is your general
expectation being the AML/CFT
supervisory authority for the insurance industry, i.e. what should they
comply with and look out for?
Zahran: What we always work for
at the SIC is to have in place AML/
CFT regulations in line with international standards, and to continuously improve the effectiveness of
Lebanon’s AML/CFT regime. Our
aim is to also protect the integrity
and the reputation of the financial
sector, including the insurance sector by preventing wrong doers from
taking advantage. Our expectations
are simple and straightforward. We
work closely with insurance com-

panies to this extent, and assist
them in developing their AML/CFT
controls.
Assure: Do you have any specific recommendations for insurance
companies, and what do you think
is important for them?
Zahran: My number one recommendation would be to invest in
training of staff. Dealing with brokers that comply with the same standards as those governing insurance
companies is also important. For
those insurance companies whose
volumes and operations require so,
investing in IT and monitoring tools
is extremely important.
Assure: From your perspective,
are insurance companies aware of
AML/CFT matters, or is their awareness levels still insufficient?
Zahran: Generally speaking, insurance companies have the sufficient
awareness levels because AML/
CFT regulations and robust supervision have been in place since
2001 when Law no. 318 was first
introduced. However, AML/CFT
international standards evolve,
and as such the necessary regulatory updates and amendments take
place. For such reasons training
and creating further awareness is
always necessary.
Assure: Why do you regard it as
important to provide ongoing AML/
CFT training for the insurance sector and what are your plans for trainings going forward?

Zahran: Ongoing training is necessary to sharpen expertise and
to keep staff informed of the latest
developments. The insurance sector
should take this seriously, and can
partner on this matter with several
bodies including the SIC. Insurance
companies with international affiliations operating in Lebanon can
also shed light on best practices
and on the procedures they have in
place, and can thus play a role along
with ACAL in improving the knowhow of professionals in this $ 1.5
billion industry.
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A Workshop on Cybersecurity
The future of insurance increasingly
resides in areas that involve information technology and online communication. Cybersecurity is essential for
companies that want to implement
online presence and exploit their digital potentials to the fullest degree. To
alert Lebanese insurance companies
to essential tools for protection of
their website and online communication, Lebanese cybersecurity specialist Dr. Salah Rustum conducted a
workshop for ACAL member companies.
Held on November 29 from 2 pm
till 5 pm, the workshop was intended
to raise awareness of the importance
of cybersecurity and of its immediate implementation among the
insurance companies, Rustum told
Assure. “There is nothing worse than
being hacked for no reason but lack
of knowledge or because one thinks
‘I don’t believe anybody would hack
me’,” he said.
Topics covered during the workshop and a question and answer session according to Rustum included
an explanation of electronic digital
signatures and their use, cybersecurity certification and the development
of a cybersecurity culture in an organization, as well as an exploration of
electronic fraud audits and other protective measures that insurance companies can take to ensure optimal safety of their information technology.
Rustum also spoke about technical
innovations in internet management,
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specifically the migration from the
currently used internet protocol version 4 (IP V4) to the new internet protocol version 6 (IP V6). “Most of the
world will have converted to IP V6 by
end of 2017 or latest by mid-2018. So
far, Lebanon has not done anything
about it. What would it mean if Lebanon and the MENA region are still
operating on IP V4? It would mean
isolation, neither being able to reach
others nor being reachable by them.
It is very important to raise awareness
about IP V6,” he emphasized. He said
that the new IP V6 will add to security
as it will come with allocation of one
dedicated IP address to each domain,
instead of having numerous domains
share one IP address, as is currently
common practice in Lebanon.
“All insurance companies, as well
as universities and public offices,
should have fraud auditing,” Rustum
furthermore recommended. According to him, even one vulnerability in

the system or one single unprotected
user can make all cybersecurity efforts come to naught, because such a
loophole can be hacked. Fraud audits
therefore entail testing of vulnerabilities. Companies should pay attention
to audit reports and not delay implementation of recommended measures
by even one day, he explained.
Benefits of electronic digital signatures exist not only in the protection
and authentication of internet communication but also extend to workflow optimization effects and cost
savings when compared with filing
and handling reports in a paper-based
system. Cybersecurity is moreover
crucial for the increasing usage of
online marketing, policy issuance and
claims reporting by insurance companies and for all issues related to the
rapidly growing internet-of-things.
The company headed by Rustum in
Lebanon, CIEL/Global Sign, is the
only certification and cybersecurity
specialist company in the country, he
said, and has been working as an internet trust service provider for more
than 20 years.
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ACAL Agenda Monitor
Noteworthy items on the association’s agenda in the third
and fourth quarters of 2016 included

“I think the market in Lebanon is
maturing when it comes to cybersecurity, and it is maturing rapidly.
Insurance companies are well aware
of the situation and they are doing
their best to get protection,” Rustum
assessed. He compared cybersecurity
to the medical field, where doctors
have to keep up with new medications
and procedures. Similarly, cybersecurity is constantly in new development
processes, he pointed out. If one does
not follow the latest developments,
one is liable and makes his clients
vulnerable to hacking, he warned.
According to Rustum, attendance
at the cybersecurity workshop on
November 29 was very good and two
thirds of sector companies were represented. “I would like to thank both
Mr. Zaccar as ACAL president and
Mr. Jamil Harb, who really invested
himself to see this workshop materialize,” he said.

1. Ongoing communication with the Ministry of Economy
and Trade, plus participation in meetings of the National
Road Safety Committee at the Ministry of Interior and
Municipalities and in the year-end campaign to increase
safety on Lebanese roads.
2. ACAL’s active participation in various professional bodies in Lebanon and internationally, including the Environmental Committee at the Ministry of Environment,
the Lebanese Economic Instances, the General Arab
Insurance Federation as current holder of the presidency and the International Chambers of Commerce where
ACAL retains a board seat after the latest elections.
3. Our interaction with the Lebanese Insurance Brokers’
Syndicate and interventions in numerous conferences
covering regional financial issues, such as a cybersecurity conference convened in the second half of 2016 by
the World Union of Arab Banks
4. Our negotiations with the Automobile Importers’ Association on an agreement to organize and ensure the
cost-efficient and professional repair of insured motor
vehicles.
5. Our support of insurance training at University Saint
Joseph’s Institut Supérieur des Sciences de l’Assurance
and joint efforts with USJ to develop our cooperation
and help students to find part-time jobs at ACAL member companies.
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ACAL
3rd Quarter 2016 Report
Performance data for the insurance sector by the end of
the third quarter in 2016 affirm the stability of overall premiums in the year to date. Rising by 4 percent to $1.19
billion year on year, total premiums developed commensurate with the trend of slow growth seen in previous
quarters in 2016. With $654 million in paid indemnities,
growth on the claims side was 8 percent, thus slowing
significantly when compared with the 17 percent year-onyear increase in indemnities that was noted at the end of
the second quarter.
Life insurance, accounting for $358.2 million or 30.1
percent of total premiums, remained the sector’s growth
leader in the third quarter with a 7 percent increase in premiums. The life premiums volume of about $122 million
in the third quarter was improved when compared with the
same period a year earlier but lower in comparison to the
second quarter, which had achieved a record for quarterly
premiums at over $135 million.
Expanding respectively by 6 percent to $267.4 million and
3 percent to $364.7 million at the end of the third quarter, the two high-volume business lines of motor insurance
and medical insurance also saw little variation in terms of
growth rates when compared with the previous quarter and
the first half of 2016.
Medical insurance was the largest business line in Lebanon, with a 30.6 percent share of the total market. Motor
insurance accounted for a market share of 22.5 percent. In
terms of claims, medical also was the dominant business
line in the total market. With a settled claims total of
$257.5 million, medical claims outpaced paid-out benefits
and claims in life insurance ($186.8 million) by over 10
percentage points and paid-out claims in motor insurance
($141.7 million) by almost 18 percentage points.
The aforementioned three business lines accounted for the
bulk of premiums and almost all growth in the Lebanese
insurance market in the first three quarters of 2016. The
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3rd quarterly report
majority of medium and small-volume lines recorded negative growth in year-on-year comparison, with pronounced
contractions by 17 percent in engineering insurance and
14 percent in cargo insurance. Fire and workmen’s compensation showed drops of 3 and 1 percent, respectively.
Only public liability and miscellaneous “other” business
saw premium increases by 2 percent and 8 percent, respectively.
When compared with developments by end June, the
rate of contraction in fire premiums remained steady at 3
percent and the rates of change in the cargo business and
in workmen’s compensation were also quite stable. The
most notable variation in the growth rate when compared
with H1 2016 was in engineering insurance where a total
premiums volume of $6.2 million at the end of the third
quarter reflected a 4 percentage point widening in year-onyear contraction to 17 percent.
In the subcategories of life insurance, the sale of unitlinked savings and protection in Q3 2016 appears significantly lower than in the same period a year ago, while
at the same time the sale of protection-with-savings products showed an increase in year-on-year comparison.
As a result, the proportional composition of life insurance between the three subcategories of protection with
savings, protection with unit-linked savings and protection-only shifted to 51 percent for protection-with-savings
versus merely 13 percent for protection with unit-linked
savings. This split represented a 15 percentage point larger
share of protection-with-savings business in total life insurance premiums when compared with the end of June and
an unusually low share (13 percent) share of unit-linked;
the share of protection-only premiums in the life insurance
mix remained stable at 36 percent.
In the motor insurance business line, detailed analysis of
the distribution between TPL for bodily injury, TPL for
material damages, and no-fault insurance against own
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damages showed that the TPL protection against bodily
injury remained the growth leader in the motor insurance
segment. With 7.4 percent growth in written premiums,
the TPL for bodily injury reached $43 million in turnover.
No-fault insurance grew by 6.6 percent to $189.1 million,
leaving the material damages TPL with $35.3 million and
a contraction of 1.5 percent in the 9M amount of written
premiums as the laggard in the motor segment. In terms
of paid claims, settlements associated with no-fault policies rose by 10.5 percent to $108.5 million and paid claims
for material damages TPL policies rose 3.4 percent to $21
million while paid claims for bodily injury TPL dropped
marginally (-0.8 percent) to $12.2 million.
The total net investment income for the insurance sector
by end of September reached $99.1 million, representing
an increase of 9 percent when compared with the first
three quarters in 2015. Except for cargo and engineering
related net investment incomes, which dropped by 26 and
22 percent, respectively, in year-on-year comparison, investment incomes associated with general insurance lines
showed improved growth rates when compared with the
data for the first half in 2016. Net income associated with
investments related to life insurance reached $75.5 million, representing a 9M increase of 13 percent from a year
ago.
Analysis of claims figures by business line showed slow to
moderate (0 to 10 percent) increases for all business lines
with the exception of fire and miscellaneous “other” insurance, where claims rose 22 percent and 47 percent, and
engineering, where claims dropped 11 percent. Growth in
the number of subject matters, or contracts, during the first
nine months of 2016 was 13 percent in medical insurance,
12 percent each in workmen’s compensation and engineering insurance, 9 percent in the fire insurance business line
and 7 percent in compulsory but merely 2 percent in noncompulsory motor insurance.
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