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1. Premium Revenue

During fiscal 1999, the non-life insurance market managed to register 1.7% growth, thereby rebounding from negative growth in the

previous year due to the economic slowdown and rate deregulation. However, the Company’s premium revenue showed a healthy 5.9%

growth for all business lines, well above the market average, which amounted to total premium revenue of W1,921.8 billion.

Consequently, Dongbu’s market share edged up 0.5% points in fiscal 1999, as compared to the previous year.

By line, auto insurance enjoyed an impressive growth of 7.6%, higher than the industry average of 4.9%, which reflects the effectiveness

of the Company’s enhanced customer services due to the introduction of a “quality assurance system for compensation services.” In

addition, Dongbu developed and marketed new products, such as EFT renewal rider for auto insurance (December 15, 1998) and PLUS

auto insurance with expanded coverage (September 1, 1999), distinguishing the Company as an innovative market leader.

As for commercial lines, the Company recorded a market share of 8.6%, supported by a 6.4% growth from a year ago. In particular, the

Company developed specialized products such as Wedding Insurance, Teacher Liability Insurance, and Liability Insurance for

Professionals (doctors, patent lawyers, accountants and appraisers) as a result of business sluggishness in the corporate insurance

sector during fiscal 1999. These initiatives led Dongbu to reap remarkable success in the specialized insurance sectors, and look for-

ward to continuing this trend, given the current market situation in which individual consumers are more conscious about their con-

sumer rights.

MANAGEMENT DISCUSSION & ANALYSIS

Millions of Korean Won / Thousands of U.S. Dollars

G/R(%) G/R(%) G/R(%)

FY’99 FY’99($) FY’98 FY’97

Commercial Lines 143,476 129,456 6.4 134,865 -2.1 137,825 5.4 

Fire 36,549 32,978 3.0 35,479 -2.9 36,545 -8.1 

Marine 27,319 24,649 15.4 23,676 -13.8 27,466 -11.0 

Casualty 66,892 60,355 11.7 59,874 -0.3 60,048 19.9 

Overseas 12,716 11,473 -19.7 15,836 15.0 13,766 36.5 

Auto Line 773,465 697,884 7.6 718,924 -16.6 862,444 -1.2 

Long-term Lines 1,004,819 906,631 4.6 960,933 -3.3 993,298 30.8 

Protection type 247,553 223,363 21.6 203,627 -8.5 222,468 27.4 

Savings type 699,351 631,012 1.1 691,789 0.8 686,371 34.7 

Individual Annuity 57,915 52,256 -11.6 65,517 -22.4 84,459 12.6 

Total 1,921,760 1,733,971 5.9 1,814,722 -9.0 1,993,567 13.1 

1. Korean Won is expressed in U.S. Dollars at the exchange rate of  W1,108.30, the prevailing rate on March 31,2000.

2. The summary is based on the results as of the end of March of each year.
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With regard to the long-term insurance market, Dongbu took steps to reinforce its risk management capability in response to more

rapid interest rate fluctuations due to considerable capital market volatility, while focusing sales efforts on long-term protection-type

products rather than savings-type ones, which tend to be more sensitive to interest rate changes. This strategy has paid off, with strong

growth realized in protection-type products. Among long-term lines, individual annuity sales declined 11.6% from the previous year,

amounting to W57.9 billion in fiscal 1999. 

Commercial Lines

Long-term Lines

Auto Line

All Product Lines

Premium revenue

Market share

Premium revenue

Market share

Premium revenue

Premium revenue

Market share

Market share

13.8%

993.3

14.3%

960.9

15.1%

1,004.8

14.0%

862.4

13.3% 13.3% 13.9%

13.6%

718.9

14.0%

773.5

8.6%

137.8

8.4%

134.9

8.6%

143.5

1,993.6 1,814.7 1,921.8

Unit: Billions of Korean Won
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2. Profit/Loss and Financial Structure

In terms of last year’s performance, the major sources of Company earnings included premium revenue whose growth exceeded the

market average, as previously mentioned, along with investment income of W280.3 billion, a dramatic increase of 205.3% over the pre-

vious year. Consequently, pretax profit surged to W115.2 billion. Due to a reduction in the catastrophe reserve of W11.7 billion, adjusted

pre-tax profit amounted to W126.9 billion, while the profit rate of net worth stood at 7.8%. 

During fiscal 1999, earned premiums amounted to W1,716.9 billion, an increase of 1.2%, indicating that Dongbu has managed to return

to a positive growth pattern after the recent financial turmoil. 

As for expenses, net claims increased 20.9% from the previous year, primarily attributable to a sharp increase of paid claims (W79.4 bil-

lion) for auto insurance, the core business of the Company’s non-life insurance activities. On the other hand, in regard to the reserve

for outstanding claims, provisions for potential claims payouts, the Company assigned 5% of its Auto insurance to a reinsurer for the

purpose of stabilizing its insurance risks, which enabled a reduction of W9 billion to this reserve. 

Long-term savings-type product redemptions, which are recorded as cost of sales, soared in 1998 due to the economic downturn and

reduction of household income related to the financial crisis, but staged a rebound during 1999. Redemptions at maturity increased by

W33.5 billion, while cash surrender value declined W74 billion. Overall, it appears that the surrender and maturity ratios have returned

to pre-crisis levels. 

Effective late December 1997, just after the financial crisis struck Korea, Dongbu introduced an innovative and advanced management

system, while restructuring its organization to improve efficiency, and making efforts to implement cost-saving measures. 

Consequently, the operating expense ratio for 1999 stood at 26.1%, as compared to 22.1% in the previous year. However, this result was

due to increases in both sales commissions and expenditures on its IT infrastructure modernization efforts, intended to prepare itself

for the evolving e-business trends.

In that tax benefits for catastrophe reserves have been sharply curtailed as of fiscal 1999, the catastrophe reserve provisions for the

year were significantly reduced by W11.7 billion. 

FY'97 FY'98 FY'99

Net income before income taxes 

Adjusted net income before income taxes 
(Net incom before income taxes+catastrophe reserve)

Net income before income taxes Return on assets (ROA)

111.0

31.7

127.4

61.4

126.9

6.1%6.6%

5.0%

115.2

Unit: Billions of Korean Won
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The Company implemented a capital increase in June 1999 to bolster its financial structure. Related to this, the Company received pro-

ceeds of W31.4 billion (capital increase of W5.4 billion), reflecting impressive management performance. As of the end of March 2000,

net equity, adjusted for accumulated catastrophe reserve, amounted to W319.6 billion. Moreover, the Company will strive to further im-

prove its profitability, while providing additional coverage to its policyholders and maximizing returns for its shareholders.

3. Solvency Margin

The Company’s solvency ratio as of the end of March 2000 was up 20.5% points from the previous year, standing at 191.0%. However, in

light of the fact that the government has imposed more stringent solvency margin standards since June 1999, the Company’s solvency

margin can be said to be somewhat better than the actual figure. 

The Financial Supervisory Committee (FSC) introduced EU-style solvency margin standards in June 1999, in an effort to mandate ap-

propriate levels of solvency margin for all non-life insurers. Accordingly, the solvency margin is calculated based on a management in-

dex related to historical factors such as loss ratio and loading rate for the commercial non-life insurance industry. For long-term lines,

the new solvency margin standards are now equivalent to that for life insurers, thereby promoting consistency and soundness of both

the life and non-life insurers. 

When the solvency margin requirement of regulatory authorities was set at W196.8 billion for the Company as of the end of March 2000,

Dongbu’s solvency margin amounted to W375.9 billion, up 52.2% from the previous year. In particular, the Company’s solvency margin

increased sharply due to the surge in profits realized during 1999 as well as a capital increase.

Unit: Billions of Korean Won

FY'97 FY'98 FY'99

Solvency Margin

149.8

247.0

375.9

FY'97 FY'98 FY'99

Solvency Margin Ratio

85.2%

170.5%

191.0%

FY'97 FY'98 FY'99

Catastrophe Reserve

79.3

145.3

156.0
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4. Asset Portfolio and Risk Management 

Despite various negative factors that dampened insurance sales, including increased operating costs, the Company enjoyed favorable

results in its investment activity last year. 

Nevertheless, financial sector reforms, which have been underway in response to the financial crisis, have ushered in substantial

changes for providers of financial services. Extensive deregulation has been implemented in the financial sector, along with added em-

phasis on market mechanisms, while interest rates and the stock market are now subject to increased fluctuation. In particular, with

the accounting standards of advanced countries being recently introduced, investment securities are now valued based on their current

market value. 

Meanwhile, market interest rates, which soared to 30% at the peak of the financial crisis, now hover within the single digits apparently

reflecting the ongoing corporate restructuring efforts. This trend indicates that non-life insurers will be facing an ever-tougher invest-

ment climate, in stark contrast to a stable investment environment of the past which featured high interest rate loans and bonds.

Therefore, the Company now needs to develop ways to realize stable investment returns and a healthy financial structure, while focus-

ing more on risk management.

Assets under management during 1999 increased by W301.1 billion, mounting to W2,159.4 billion as of the end of March 2000. By type,

cash and deposits accounted for 24.4%, or W527.9 billion; trading securities 47.1%, W1,017.8 billion; investment securities 10.8%, W233.1

billion; loans 9.2%, W198.3 billion; and real estate 8.4%, W182.3 billion, respectively. In particular, cash and deposits represented a sig-

nificant share of assets, as the Company realized substantial gains from its trading of securities. During fiscal 1999, the Company

recorded cumulative investment earnings of W280.3 billion, thanks to an exceptional Investment Income Ratio of 16.6% overall. 

In addition, the Financial Supervisory Service has called for reinforced risk management and more stringent internal controls by finan-

cial institutions, in light of the increased management risks they now face due to market liberalization and fiercer competition.

Moreover, the FSS is also promoting the protection of consumer rights. Accordingly, Dongbu created an independent unit that is re-

FY’99

(Unit: Billions of Korean Won)

Investment Securities

Real Estate
Loans

Trading Securities
Cash&Deposits

48%

24%

8%

9%
11%

976.1
41.7

(Bonds)
(Stocks)

FY’98

870.9
197.3

(Bonds)
(Stocks)

58%
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13% 4%
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sponsible for overseeing risk management (Business Risk Management Committee and Business Risk Management Team), in addition

to implementing internal risk management guidelines. 

Furthermore, the Company will designate an independent compliance officer who will ensure that all employees and executives of the

Company comply with government regulations and internal control guidelines, while further assuring that asset management activities

are conducted in a proper manner. Starting September 2000, when the government introduces new asset quality classification guide-

lines (Forward-Looking Criteria) for the insurance sector, the overall quality of Company assets will be further strengthened. 

Unit: Billions of Korean Won

Invested Assets

1,664.2

1,858.3

2,159.4

Investment Income Ratio

6.8%

8.0%

16.6%

Investment Income

101.0

135.7

280.3
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5. Loss Ratio by Line

The loss ratio for fiscal 1999 stood at 82.7%, up 4.8% points from 77.9% in the previous year, due in large part to increased losses resulting

from Auto insurance, Fire insurance and retrocession of Surety insurance.

As for Fire insurance, earned premiums fell by 13.0% from the previous year, while the loss ratio of 77.5% represented a sharp rise of

19.2% points. The increased losses in the Fire insurance sector are related to large-scale industrial accidents during the year, including

a serious fire at a Daewoo Motor plant.

In terms of Marine insurance, the loss ratio stood at 30.3%, down 14.4% points from the previous year. This favorable performance can

be attributed to continuous improvements in the loss ratios in Cargo and Hull insurance.

As for Surety insurance, in which a specialized insurance company monopolizes direct policy insurance, the loss ratio for reinsurance

of Surety insurance has shown a deteriorating trend due to recurring losses from major companies, including Daewoo, Kia Motors and

Kangwon Industry. However, the loss ratio for Casualty insurance, which stood at 47.9%, has shown nominal improvement, inching

down 1.3% points.

In reviewing the auto insurance sector, the core business of the Company’s non-life insurance activities, research indicates that in-

creased traffic accidents are the major factor pushing up the loss ratio. Major causes of the increase in traffic accidents include: 1) in-

creased number of vehicles hitting the road with the rebound in household income, 2) lax attitude of drivers toward safety after rapid

economic recovery, and 3) a shift in the government’s transportation policy focused on the smooth flow of traffic rather than safe dri-

ving, with large-size trucks being allowed to travel in the left lane from May 1999, and the speed limits raised by 10-20km. 

The loss ratio of long-term lines declined by 1.5% points to 90.6%, due to steady growth in protection type products. The loss ratio of the

individual annuity sector showed a marginal increase of 0.7% points, mainly due to interest being added to savings-type products as

premiums. 

Millions of Korean Won 

Fire 16,897 13,100 77.5 19,419 11,330 58.3 -2,522 1,770 19.2

Marine-#1 11,837 3,581 30.3 12,029 5,373 44.7 -192 -1,792 -14.4

Surety-#2 2,169 8,880 409.4 1,444 4,507 312.1 725 4,373 97.3

Casualty 39,924 19,142 47.9 41,168 20,270 49.2 -1,244 -1.129 -1.3

Auto Line 675,804 483,284 71.5 684,046 402,790 58.9 -8,242 80,494 12.6

Long-term Lines 903,188 818,211 90.6 860,578 792,129 92.0 42,610 26,082 -1.5

Individual Annuity 67,099 73,832 110.0 77,191 84,434 109.4 -10,092 -10,602 0.7

Total 1,716,918 1,420,030 82.7 1,695,875 1,320,833 77.9 21,043 99,197 4.8

Earned Incurred Losses Loss Ratio(%) Earned Incurred Losses Loss Ratio(%) Earned Incurred Losses Loss Ratio(%)

FY'99 FY'98 change over prior year

#1. Marine insurance includes Cargo and Hull insurance.

#2. Surety insurance refers to reinsurance premiums earned and incurred losses.
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Loss Analysis by Line
For the years ended March 31, 2000, 1999 and 1998

Millions of Korean Won / Thousands of U.S. Dollars

FY’99 FY’99($) FY’98 FY’97

Fire Net Premium Earned 16,897 15,246 19,419 21,901 

Incurred Losses 13,100 11,820 11,330 13,690 

Loss Ratio(%) 77.5 58.3 62.5 

Cargo Net Premium Earned 9,580 8,644 9,726 10,936 

Incurred Losses 2,889 2,607 3,822 3,031 

Loss Ratio(%) 30.2 39.3 27.7 

Hull Net Premium Earned 2,257 2,036 2,303 2,649 

Incurred Losses 692 624 1,551 1,792 

Loss Ratio(%) 30.7 67.3 67.6 

Casualty-#1 Net Premium Earned 42,093 37,979 42,612 36,150 

Incurred Losses 28,022 25,284 24,777 27,471 

Loss Ratio(%) 66.6 58.1 76.0 

Auto Line Net Premium Earned 675,804 609,766 684,046 826,160 

Incurred Losses 483,284 436,059 402,790 472,169 

Loss Ratio(%) 71.5 58.9 57.2 

Long-term Lines-#2 Net Premium Earned 903,188 814,932 860,578 877,215 

Incurred Losses 818,211 738,258 792,129 787,107 

Loss Ratio(%) 90.6 92.0 89.7 

Individual Annuity-#3 Net Premium Earned 67,099 60,542 77,191 105,507 

Incurred Losses 73,832 66,617 84,434 106,118 

Loss Ratio(%) 110.0 109.4 100.6 

Total Net Premium Earned 1,716,918 1,549,146 1,695,875 1,880,518 

Incurred Losses 1,420,030 1,281,269 1,320,833 1,411,378 

Loss Ratio(%) 82.7 77.9 75.1 

#1. Surety insurance’s retrocession Premiums are covered in Casualty insurance.

#2. The loss ratio of Long-term Lines includes refund of Long-term Saving Type Products as well as reserve for Long-term Saving Type Products.

#3. Individual Annuity includes W4.5billion of Excess Participating Policyholder's Dividend Reserve for fiscal 1999.
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Annual Report 2000

Financial Section

Cash and Deposits 527,930 476,342 304,609 3,785,026 

Trading Securities 1,017,848 918,387 1,068,170 699,759 

1. Stocks 41,681 37,608 197,266 206,735 

2. Bonds 708,802 639,540 732,098 395,009 

3. Overseas Securities 170,116 153,493 138,606 

4. Other Securities-#2 97,249 87,746 200 98,015 

Investment Securities 233,139 210,357 69,988 55,698 

1. Stocks 117,162 105,713 67,924 52,705 

2. Bonds 113,845 102,720 

3. Capital Investment 2,044 1,844 2,064 2,993 

4. Beneficiary Certificates 88 79 0 

Loans 198,273 178,898 245,103 376,598 

Reserves for Doubtful Accounts 9,164 8,269 11,174 4,722 

Fixed Assets 200,571 180,972 185,633 176,923 

(1)Tangible Assets-#3 199,154 179,693 185,633 176,923 

(2)Intangible Assets-#4 1,417 1,279 

Other Assets 363,436 327,922 305,326 336,920 

1. Insurance Receivable 55,718 50,273 53,529 53,459 

2. Leasehold & Other Deposits 109,818 99,087 123,632 194,662 

3. Other 197,900 178,562 128,165 88,799 

Total  Assets 2,541,197 2,292,878 2,178,829 2,024,404 

Assets-#1 FY’99 FY’99($) FY’98 FY’97

Millions of Korean Won / Thousands of U.S. Dollars

#1. According to revised accounting standards, the Company's accounts were readjusted for the fiscal years, 1997 and 1998, for comparison purposes.  

However, this change does not affect the net income and net assets of the prior years.

#2. Other Securities Include derivatives and other securities the Company has underwritten, such as commercial paper, investment deposits by policyholders

and unlisted mutual funds.

#3. Tangible Assets include land, buildings, structures, construction in progress, furniture & equipment and vehicles.

#4. The major item of Intangible Assets is software.

Balance Sheets 
March 31, 2000, 1999 and 1998

FINANCIAL STATEMENTS(with Independent Auditor’s Report thereon)
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Policy Reserves 1,922,849 1,734,954 1,777,380 1,735,472 

1. Long-term Insurance Premium Reserve 1,261,060 1,137,833 1,129,733 1,024,097 

2. Reserve for Outstanding Claims 310,111 279,808 329,595 335,098 

3. Unearned Premiums Reserve 346,246 312,412 317,809 375,968 

4. Reserve for Participating Policyholder's Dividend 925 835 243 309 

5. Reserve for Excess Participating Policyholder's Dividend 4,507 4,067 

Catastrophe Reserve 156,974 141,635 145,304 79,348 

Other Liabilities 298,794 269,597 196,122 179,584 

1. Unpaid Payable 139,512 125,879 112,676 105,912 

2. Other Account Payables 7,731 6,976 4,859 1,235 

3. Accrued Expenses 16,307 14,714 15,660 13,883 

4. Accrued Dividends 4,927 4,446 1,788 0 

5. Leasehold Deposits Received 6,860 6,190 3,391 6,443

Total Liabilities 2,378,617 2,146,185 2,118,806 1,994,404 

Liabilities FY’99 FY’99($) FY’98 FY’97

Millions of Korean Won / Thousands of U.S. Dollars

Capital Stock 35,400 31,941 30,000 30,000 

1. Common Stock 35,400 31,941 30,000 30,000 

Capital Surplus 25,978 23,440 0 0 

1. Paid-in-Capital In Excess of Par Value 25,978 23,440 0 0 

Retained Earnings 127,031 114,618 30,023 0 

1. Legal Reserve 700 632 200 0 

2. Reserve for Business Rationalization 2,880 2,599 2,815 0 

3. Voluntary Reserve 123,372 111,316 27,000 0 

4. Unappropriated Retained Earnings Carried Over to Subsequent Year 79 71 8 0 

Capital Adjustments -25,829 -23,305 0 0 

1. Treasury Stock-#1 -24,240 -21,871 

2. Losses on Valuation of Investment Securities -1,589 -1,434 

Total Shareholder's Equity 162,580 146,693 60,023 30,000 

Total Liabilities and Shareholder's Equity 2,541,197 2,292,878 2,178,829 2,024,404 

Stockholder' Equity FY’99 FY’99($) FY’98 FY’97

Millions of Korean Won / Thousands of U.S. Dollars

#1. Valuation of Treasury Stock was based on market value.
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Annual Report 2000

Financial Section

FY’99 FY’99($) FY’98 FY’97

Millions of Korean Won / Thousands of U.S. Dollars

Operating Revenue 2,430,813 2,193,281 2,168,156 2,233,049 

1. Premium Income 1,889,339 1,704,718 1,782,598 1,967,637 

2. Reinsurance Claims Received 89,490 80,745 99,172 48,832 

3. Interest Income 92,969 83,884 176,566 148,161 

4.  Gains on Disposition of Trading Securities 238,339 215,049 10,867 23,163 

5. Others 120,676 108,884 98,953 45,255 

Operating Expenses 2,318,645 2,092,073 2,097,170 2,205,593 

1. Net Provision for Policy Reserves 155,986 140,743 25,896 204,071 

2. Claims Expenses 671,978 606,314 577,738 629,360 

3. Reinsurance Premiums Paid 143,984 129,914 144,881 100,048 

4. Expenses Paid 487,105 439,506 426,143 501,470 

5. Others 859,592 775,595 922,512 770,644  

Operating Income 112,168 101,207 70,986 27,456 

Non-Operating Income 87,762 79,186 6,565 9,607 

1. Gains on Evaluation of Equity Method 80,749 72,858 

2. Others 7,013 6,328 

Non-Operating Expenses 84,758 76,476 9,798 5,842 

1. Loss on Evaluation of Equity Method 13,526 12,205 

2. Losses on Disposition of Investment Securities 31,420 28,350 

3. Others 39,812 35,922 

Ordinary Income 115,173 103,919 65,476 30,858 

Extraordinary Income -4,045 808 

Net Income before Income Taxes 115,173 103,919 61,431 31,667 

Income Tax Expenses 33,157 29,917 17,690 3,607 

Net Income 82,016 74,002 43,741 28,060 

Statements of Income
For the year ended March 31, 2000, 1999 and 1998
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FY’99 FY’99($) FY’98 FY’97

Millions of Korean Won / Thousands of U.S. Dollars

Cash Flows from Operating Activities 142,800 128,846 278,135 335,021 

1. Net Income 82,016 74,002 43,741 28,059 

2. Addition to Net Income of Non-cash Revenue 376,270 339,502 495,800 448,887 

3. Deductions from Net Income of Non-cash Revenue 387,649 349,769 261,406 141,925 

4. Change in Assets and Liabilities from Operating Activities 72,163 65,111

Cash Flows from Investing Activities 39,048 35,232 -221,097 -298,434 

1. Cash Inflows from Investing Activities 5,108,240 4,609,077 5,103,544 580,660 

2. Cash Outflows from Investing Activities 5,069,192 4,573,845 5,324,641 879,094 

Cash Flows from Financing Activities 6,673 6,021 30,000 -1,469

1. Cash Inflows from Financing Activities 31,378 28,312 30,000 160,635 

2. Cash Outflows from Financing Activities 24,705 22,291 0 162,104 

Net Increase in Cash & Cash Equivalents ( ) 188,521 170,099 87,038 35,118 

Beginning Cash & Cash Equivalents 277,373 250,269 190,335 155,216 

Ending Cash & Cash Equivalents 465,894 420,368 277,373 190,334 

Statements of Cash Flows
For the years ended March 31, 2000, 1999 and 1998
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Annual Report 2000

Financial Section

(1) Summary of Significant Accounting Practices:

A. Basis for Recognition of Revenue 

The Company considers the portion of premiums that comes due in the current fiscal year as earned premiums and thus is recognized

as revenue.

B. Reserve for Doubtful Accounts 

The Company is required to set aside a reserve for doubtful accounts related to loans, insurance receivable, notes receivable, A/R, dis-

honored notes and accrued income, as of the balance sheet date in accordance with the guidelines of insurance supervisory regula-

tions for asset classification by insurance companies. The Company's ratios for total debts versus reserves for bad debts for the past

three years including at the end of the current fiscal year are as follows: 

Reserve amounts for doubtful accounts are determined by the following ratios in accordance with asset quality classification regulations:

C. Valuation of Trading and Investment Securities

The Company calculates the acquisition cost of trading securities and investment securities based on the moving average method,

while the valuation of the securities is determined by fair market value. Valuation losses and gains for trading securities are reflected

in the current-year profit/loss results. Investment securities, which could possibly influence the valuation of other securities, are val-

ued based on the equity method of accounting. Any differences in book value and balance-sheet value, which result due to the current-

year P/L, are recognized as an increase in current-year net profit based on the equity method valuation; those due to variation in

earned surplus are recognized as variation in earned surplus; and those due to variation in capital surplus and capital adjustment are

considered as investment securities valuation P/L and recognized as variation in capital adjustment. 

In addition, differences between the acquisition cost at the time of acquisition of securities and the balance-sheet value are amortized

in full at the time of occurrence. Furthermore, securities with a lack of marketability are valued at acquisition cost, however, in case

FY'99 FY'98 FY'97

Loans 381,298 256.277 207,436

Insurance Receivable 53,766 54,934 58,353

Notes Receivable 4,528 3,307 3,046

A/R 20,668 34,335 68,272

Dishonored Bills 136 34 39

Accrued Income 57,904 81,681 70,429

Total 518,300 430,568 407,575

Reserve for Doubtful Account Losses 10,561 22,856 22,025

Ratio  2.04 (%) 5.31(%) 5.40 (%)

Normal Precautionary Substandard Doubtful Estimated Loss

0.5% 2% 20% 75% 100%

Millions of Korean Won

NOTES TO FINANCIAL STATEMENTS
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when net asset value is less than the acquisition cost and unlikely to recover its original cost, the securities are valued at net asset val-

ue and such amount is recognized as a capital loss due to a reduction in value of investment securities. 

D. Basis for Calculating Compensation Receivable

After insurance payment as a result of claims for indemnification, possible recovery amounts from the exercise of rights acquired in

the process of settling the insured event, such as disposal of pledged assets or compensation rights, are  reflected as compensation

receivable and compensation profit. Compensation receivable is calculated based on the following method under procedures endorsed

by the Financial Supervisory Service and all domestic insurance companies.  

Calculation of Compensation Rate (using actual data for the three most recent years)

However, in the case of a default in automobile and surety insurance, such amount is determined by the Korea Insurance Development

Institute and the guaranteeing party.   

E.  New Contract Expenditures

New contract expenditures for private pension insurance are amortized in equal amounts over the contract period (up to seven years

for contracts that remain in effect for seven years or more and recognized accordingly) during the current year. In the case of an un-

amortized amount at the time of termination of a contract, such balance is amortized in full in the fiscal year of the termination.  New

contract expenditures, amount of current-year expenses settled, deferred amount for the current year and amount amortized for the

current year are as follows: 

F. Insurance Reserves 

The Company sets aside Insurance Reserves in accordance with the actuarial guidelines and insurance supervisory regulations. Major

aspects of the Company's Insurance Reserves include the following:

Policy Reserves

Legal Reserves: funds set aside for cases in which payments are due as of the balance sheet date but have not been received 

due to such reasons as a pending court decision or unsettled payment amount.

Premium Reserve for Long-term Savings Products: funds set aside for payment obligations upon maturity (including midterm payment) 

and surrender redemptions for long-term savings products.

Reserve for Unearned Premiums: reserve for unearned premiums that are related to future fiscal years as of the balance sheet date. 

Reserve for Participating Policyholder Dividends: funds reserved for payments of dividends related to private pension insurance.

Reserve for Excess Participating Policyholder’s Dividend: total amount reserved based on business performance in conformity with 

applicable regulations for the purpose of dividend payments to policyholders or accumulation of additional amounts for Policy 

Reserves other than reserves for Excess Participating Policyholder’s Dividend. 

Compensation rate = 
Refund of Claims Paid + Refund of R/I Claims Paid - Refund of R/I Claims Recovered 

Direct Claims Paid + R/I Claims Paid - R/I Claims Recovered

Compensation Receivable = Net Claims Paid (Direct Claims Paid + R/I Claims Paid - R/I Claims Recovered ) x Compensation rate. 

New Contract Expenditures Amount of Current Year Expenses Settled Deferred Amount for Current Year Amortized Amount for Current Year 

19,741,251 9,183,870 10,557,381 4,848,793

Thousands of Korean Won
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Annual Report 2000

Financial Section

Catastrophe Reserve 

To protect against future contingencies, earned premiums for each line of insurance for all products, with the exception of long-term

savings type, are multiplied by an estimated earnings rate, as determined in initial documents and then accumulated each year until

such amount reaches 50% of earned premiums for a one-year period prior to the balance sheet date. Accordingly, any loss from a loss

ratio exceeding 100% in each line of insurance and the related deficit amount exceeding earned surplus can be offset by this reserve

and used within the limits of current-year net loss.

Change in the Company's Catastrophe Reserve for the current year is as follows:

(2) Trading Securities
Details of negotiable securities held by the Company that are classified as trading securities as of March 31, 2000 and their net asset

value or market price are as follows:

The Company holds beneficiary bonds related to debentures issued by the Daewoo Group. Non-guaranteed debentures of the Daewoo

Group related to  such beneficiary bonds amounted to W37.1 billion of face value as of the balance sheet date.  The Company assessed

the value of these debentures at W13.6 billion, which reflects the purchase price offered by KAMCO less a 5% reserve for the final settle-

ment of accounts. The difference from the acquisition cost has been reflected as valuation loss for trading securities.   

Initial Balance 145,303,692

Additional Accumulation 11,670,149

Fire 760,588

Marine 627,648

Auto 8,725,624

Casualty 1,228,208

Overseas 165,427

Reinsurance 162,654

Year-end Balance 156,973,841

Account Acquisition Cost Market Value or Net Asset Value Book Value

Stocks 48,612 41,681 41,681

Government & Public Bonds 164,316        172,393 172,393

Special Bonds 243,421 242,836 242.836

Corporate Bonds 141,051 140,439 140,439

Beneficiary Certificates 176,607 153,134 153,134

Overseas Securities 150,145 170,116 170,116

Other Negotiable Securities 97,248 97,248 97,248

Total 1,021,400 1,017,847 1,017,847

Thousands of Korean Won

Millions of Korean Won
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(3) Investment Securities
Details of negotiable securities held by the Company that are classified as investment securities as of March 1, 2000 and their market

value or net asset value based on the equity method are as follows:

The treasury stock fund has been assessed at market value, while a W1.58 trillion won valuation loss has been recorded as a valuation

loss for investment securities and thus reflected as a capital adjustment.  In addition, 605,610 shares of treasury stock included in the

treasury stock fund have been reflected as a W1.32 trillion capital adjustment to treasury stock.

The Company recognized a W3.72 billion debt-to-equity conversion involving Seoul Guarantee Insurance as a loss from investment se-

curities that are recorded as a non-operating expense.  

(4) Loans
As a means of utilizing assets in accordance with Article 48 of the Insurance Supervisory Regulations, the Company is engaged in a va-

riety of lending activities at interest rates that range from 2% to 19%, as of March 31, 2000.  Loans to officers and employees of the

Company amounted to W6.5 billion for housing loans and W124 million for unsecured loans.   

The following table shows total loans by term remaining to maturity:

(5) Capital 
Capital increase with consideration is as follows:

Millions of Korean Won

Account Acquisition Cost Market Value or Net Asset Value Book Value

Stocks subject to the equity method 46,987 114,122 114,209

Other stocks 6,679 2,630 2.953

Investment in Capital 2,064 2,043 2,043

Government & Public Bonds 35,778 35,781 35,781

Special Bonds 40,093 40,092 40,092

Corporate Bonds 37,971 37,972 37,972

Beneficiary Certificates 1,676 88 88

Total 171,248 232.728 233,138

Maturity within 1 year 104,130

Over 1 year, not exceeding 3 years 20,923

Over 3 years, not exceeding 5 years 708

Over 5 years to maturity  4,117

Policy Loans 77,558

Total 207,436

Millions of Korean Won

Decision by Board Meeting Date of Payment for Shares Number of Shares Issued Issue Price Capital Capital in Excess of Par Value

April 26,1999 June 21,1999 1,080,000 shares W29,100 W5.4 billion W25,978 million 
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Financial Section

We have audited the accompanying balance sheet of Dongbu Insurance Co., Ltd. as of March 31, 2000 and the related

statements of income and cash flows and appropriation of retained earnings for the year then ended, expressed in Korean

Won. These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on

these financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the Republic of Korea. These standards require

that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material

misstatement. An auditing includes examining, or a test basis, evidence supporting the amounts and disclosures in the financial

statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well

as evaluating the overall financial statement presentation. We believe that our audit provides a a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all respects, the financial position of the Company as of

March 31, 2000, and the results of its operations and its cash flows for the year then ended in accordance with financial accounting

standards generally accepted in Korea. 

The following matters do not affect the opinion of this independent auditor, but may be a helpful reference for reaching an

appropriate evaluation for those using this independent auditor's report:

1.  Pending lawsuits 

As described in Note 15 to the financial statements of Dongbu Insurance Co., Ltd., suits are pending in regard to insurance claims

and compensation rights as of the year ended March 31, 2000. Suits in which the Company is plaintiff, involved W8.19 billion (213 cases),

while litigation filed against the Company amounted to W72.45 billion (834 cases). The estimated losses related to these suits have been

included in legal reserves.

2. Transactions with Related Parties

As described in Note 27, the Company paid W10.01 billion to Dongbu Automobile Insurance Claim Adjustments Co., Ltd. in the form

of inspection fees and liability claims. Meanwhile, the Company earned W17.79 billion in insurance premiums from Dongbu Corporation

and other affiliated companies

3. Market Uncertainty Due to the Economic Crisis

As explained in Note 15, the Company's operations have been affected by the economic downturn evolving from the financial crisis

that struck Korea  and other Asian countries in 1997. The Company will likely continue to be impacted for the foreseeable future. For

now, it is difficult to forecast the extent to which this uncertainty may affect the Company's financial standing, and as such no

adjustments for this uncertainty have been reflected in the financial statements of the Company.

Seoul, Korea
May 8, 2000

To the Shareholders & Board of Directors of Dongbu Insurance Co., Ltd.

Independent Auditor’s Report

Hanil Group Building 21st Flr.

191 Hangangro 2ga, Yongsanku 

Seoul 140-702, KOREA

(C.P.O. Box 2170, 100-621)

Telephone +82 2 709-0800

Facsimile +82 2 792-7001
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