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"Forges skilfully the Satnpo; 
On one side the flour is grinding, 
On another salt is making, 
On a third is money forging, 
And the lid is many-colored. 
Well the Sampo grinds when finished, 
To and fro the lid in rocking, 
Grinds one measure at the day-break, 
Grinds a measure fit for eating, 
Grinds a second for the market, 
Grinds a third one for the store-house". 
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From Poem X in the national folk epic of 
Finland, the Kalevala, 
translated by John Martin Grawford. 
(The Kalevala, John B. Alden, New York, 1888, 
Vol 1, p 138). 

MANAGING DIRECTOR'S STATEMENT 

For the past four years now, 
there has been a period of steady 
economic growth in Finland. Dur-
ing 1985, overall production grew 
rapidly in the first part of the year, 
but this expansion slowed down 
markedly towards the end of the 
year, a process which is expected 
to continue during 1986. 

During the first half of the 
year, the pattern of growth in the 
Finnish non-life insurance com-
panies' premium income from 
domestic underwriting continued 
to be favourable. The rise in the 
whole sector's premium income 
was over four percentage points 
higher than the rate of inflation 
as measured on the consumer prices 
index. With the slowing-down of 
economic growth, however, and 
the fall in the predicted rate of in-
flation to an exceptionally low 
rate, Finnish insurers have now 
been placed in a new situation, 
and it is no longer to be expected 
that the rapid rates of premium 
income expansion of recent years 
can be maintained. 

During the preceding year, a 
gradual improvement became vis-
ible in the result on non-life 
underwriting, and this continued 
during 1985, although at a slower 
rate than had been anticipated. 
There was some improvement in 
the mean claims ratio on direct 
underwriting. The claims ratio on 
foreign reinsurance business assum-
ed, however, remained unsatisfac-
tory. Although a high level of 
solvency was maintained, which is 
an important indicator for insur-
ance companies, it did show a 
slight decline for companies sig-
nificantly involved in foreign rein-
surance. Another factor undercut-
ting profits was the intense com-

petition which has persisted be-
tween the Finnish insurance com-
panies for several years, although 
there are now signs that competi-
tion is easing. 

Growth in premium income 
on individual life assurance remain-
ed at an insignificant level, owing 
to a combination of very low levels 
of sales of new policies and an ex-
ceptionally high rate of sur-
renders. A major factor depress-
ing sales was uncertainty relating 
to possible changes in the taxation 
of life policies for clerical em-
ployees; however, the amended leg-
islation introduced towards the 
end of the year governing income 
and property taxation has now clear-
ed up this situation. The viabili-
ty of insurance policies for clerical 
employees was not affected, and 
the pressure for surrenders has 
now been removed. 

Changes were introduced at 
the beginning of 1986 in the ac-
tuarial principles applied in life 
assurance underwriting, involving 
a revision to bring the ratio be-
tween the risk premium and the 
management expenses loading in-
to closer alignment with the true 
state of affairs. This revision has 
had the effect of reducing life 
assurance premiums by an average 
of 20 to 30 per cent. 

The current remarkably low 
rate of inflation has lead to a sit-
uation where index-linking no 
longer provides an adequate 
motivation for investment in the 
form of savings policies. This is like-
ly to lead to increased competi-
tion, both between insurers, and 
also between savings policies and 
alternative forms of investment, 
probably involving the offer of 
special benefits on savings 

policies. 
Despite the discarding of bad 

risks from their reinsurance port-
folios, Finnish insurers continued 
to suffer heavy losses during 1985 
on foreign business assumed. In-
creases in the premium rates on 
direct underwriting, together with 
a reduction of the surplus capaci-
ty on the international reinsurance 
market, have contributed to an 
improvement in reinsurance pre-
miums, and this encouraging 
trend has been further strengthen-
ed by the recent decline of the US 
dollar exchange rate. Steps have 
also been taken to ensure the im-
position of more stringent con-
tractual conditions and terms of 
payment. The processing of com-
pensation payments has been tak-
ing longer than expected, but 
claims have also proved larger 
than predicted, and it is therefore 
premature to make any longterm 
speculations regarding the pro-
fitability of reinsurance business 
in the foreseeable future. 

Considerable discussion was 
aroused in Finland during 1985 
by the occurrence of mergers in 
many different sectors of the econ-
omy. In relation to insurance 
companies, particular public at-
tention was paid to the position 
of the pensions insurance com-
panies within the major Finnish 
groups. Certain criticisms were 
made regarding these companies' 
fulfilment of their social respon-
sibility, but these were largely un-
justified, for Finnish insurers are 
fully aware of the social signifi-
cance and distinctive nature of the 
occupational pensions scheme, and 
of their responsibilities in rela-
tion to its upkeep. Criticism has al-
so been voiced of the Finnish in-



The board of management of the Sampo Group: at the head of the table, the Managing Director, 
Antti Kataja, with (from left to right) the three Deputy Managing Directors: Ingmar Lundberg, 
Pauli Ikäheimo, and Kauko Pihlava, and Aarne Rossi, Manager of the Helsinki Office. 

surance companies' increasing 
economic influence through their 
shareholdings in public compa-
nies, although in fact the insur-
ance companies are unlikely to op-
pose current proposals for revised 
legislation to restrict their share-
holdings. The real impact of in-
surance companies' shareholdings 
has in any case been, on the one 
hand, to contribute to the availa-
bility of venture capital for the 
Finnish economy, and on the oth-
er to spread the insurers' own in-
vestments over a wider base. 

The reorganization of the Fed-
eration of Finnish Insurance Com-
panies has now been brought to 
a successful conclusion, and its 
revised structure was implement-
ed from the beginning of 1986. 
The changes mean a phasing 
down of co-operation between in-
surers upon the basis of distinct 

classes of insurance, and also of in-
ternal information; in future the 
Federation is to concentrate on 
protecting the joint interests of 
Finnish underwriters. 

The most signficant legisla-
tive proposal relating to insurance 
during the year was a new Life As-
surance Bill. Amongst other 
changes, the Bill requires in-
surance companies to provide 
clients with an increased amount 
of information, prior to the sign-
ing of an agreement, about the 
content of assurance policies, and 
also lays down increased liability 
by insurance companies for ac-
tivities by their agents. Restric-
tions are also proposed on the 
freedom of insurance companies 
to cancel policies or to introduce 
changes in conditions of insurance 
or premium rates. The scope of 
the legislation is also to be ex-

panded to cover group life 
assurance cover, previously ex-
cluded. The provisions proposed 
in the Bill will inevitably lead to 
amendments to the conditions of 
life assurance policies, and possi-
ble to the revision of premium 
rates. 

1985 was a satisfactory year 
for the Sampo Group. The 
Group's overall premium income 
continued to display rapid 
growth, in excess of the average 
for Finnish insurance companies, 
thus ensuring the achievement of 
the targets set for a further expan-
sion of Sampo's share of the mar-
ket. On the premium income on 
non-life insurance, the encour-
aging trend of recent years contin-
ued. 

In private household insur-
ance, Sampo further consolidated 
its position as the major Finnish 
insurer in this field, and the 
premium income on life assurance 
also continued to show encourag-
ing progress. The new Sampo Op-
timi life assurance policy, in-
troduced at the beginning of the 
last financial year, has aroused 
considerable interest among clients, 
and it is mainly due to the Op-
timi that Sampo's share of the 
Finnish market in individual life 
assurance grew by almost one per-
centage point. 

Early in 1985, the provision 
of pensions insurance by the Sam-
po Group came into full opera-
tion. The merger of Kalervo Pen-
sions with Sampo Pensions has fur-
ther strengthened the Group's 
position in this sector, and the 
confidence of the clients is clear-
ly demonstrated by the steady 
growth in the number of persons 
insured under Sampo pensions 

cover. 
Premium income on foreign 

reinsurance business assumed de-
clined during the year, as a con-
sequence of the adoption of an 
even more selective underwriting 
policy and the further pruning of 
the portfolio. The long-awaited 
and much-needed upturn in the 
reinsurance market has probably 
now begun, although this is not 
as yet reflected in the accounts, 
where the balance of foreign 
business assumed is still negative. 

Despite a braking in the rate 
of growth of the Group's ad-
ministrative expenses, which has 
now been brought below that of 
premium income on direct under-
writing, the objectives set in the 
Group for a reduction during 
1985 in the level of administrative 
expenses were not entirely achiev-
ed. One reason for this is that the 
staff has expanded faster than 
predicted, mainly due to a rapid 
increase in the number of insur-
ance policies and of claims. 

The balance on non-life in-
surance business showed a decline 
from the previous year, and can 
no longer be considered satisfac-
tory. There was an improvement 
in the claims ratio on direct 
underwriting, but once again there 
was a disturbing trend in losses in 
reinsurance assumed. The balance 
of life assurance business, on the 
other hand, continued to be 
good, largely due to an encour-
aging trend in the growth of 
premium income and to suc-
cessful investment of capital. 

Sampo maintained a high rate 
of solvency, despite a fall caus-
ed by the poor level of profita-
bility of insurance business. The 
Equalization Reserve last year was 

42.6 per cent of the Full Amount 
actuarially calculated. Kaleva con-
tinued to maintain the high level 
of solvency which it has now en-
joyed for some years. 

The central objectives in the 
reorganization within the Group 
during recent years have been to 
promote a client-centred ap-
proach, and to increase the 
Group's competitiveness and ef-
ficiency. These objectives were 
also reflected in the reforms car-
ried out in June 1985 in the in-
ternal organization for the 
marketing and production within 
the Business and Private Market 
Units. 

During 1985, a joint cam-
paign was carried out by Sampo 
ana the Finnish Confederation of 
Private Entrepreneurs, in which 
the central theme was the impor-
tance of the deployment of the 
right information as the key to 
business success. The impact of 
this joint operation has extended 
beyond the limits of the campaign 
itself, and is likely to provide a 
basis for on-going collaboration. 

In order to facilitate co-
ordination between the regional 
administration and clients, the 
Board of Directors has set up con-
sultative bodies within each Zone, 
the purpose of which is to monitor 
the Group's business profile, and 
the possible impact on this of 
regional factors. 

At the beginning of this year, 
an investigation was carried out 
into the working atmosphere with-
in the Group. The main finding 
showed an excellent situation, al-
though some points were identi-
fied requiring improvement, both 
in the Group's internal operations 
and in dealings with clients. The 

evaluation of the findings from 
this investigation is currently un-
der way, with the aim of an un-
prejudiced exploration of ways of 
achieving an improved standard 
of service to our clients and pleas-
ant working conditions and job 
satisfaction for our staff. 

In conclusion, I would like to 
express once more my sincere 
thanks both to our clients, for the 
confidence which they have con-
tinued to show in the Sampo 
Group, and to our staff and 
agents, for their impressive and 
successful work. 



THE SAMPO GROUP IN BRIEF 

FIM millions 1985 1984 1983 1982 1981 

Turnover 2 456.8 2 300.2 1 960.2 1 703.1 1 369.0 

Premium Income: 

— Direct Underwrit ing 1 517.6 1 339.3 1 167.9 983.8 811.1 
— Reinsurance Assumed 444.6 483.0 354.6 346.1 241.0 

Total Premium Income 1 962.2 1 822.3 1 522.5 1 329.9 1 052.1 

Net Investment Income 385.7 404.0 368.6 316.2 267.7 

Claims Incurred 1 588.7 1 574.1 1 280.0 1 061.6 877.1 

Administrative Expenses 475.2 406.0 374.5 317.8 260.2 

Operat ing Margin 85.3 52.5 67.8 59.1 55.9 

Profit for the Year 11.0 10.5 10.0 9.9 11.4 

Technical Reserves 4 292.5 3 961.5 3 493.0 3 130.1 2 770.2 

Total of Balance Sheets 5 124.1 4 753.1 4 239.9 3 732.7 3 279.8 

N u m b e r of Staff, 31 December 2 334 2 232 2 091 1 997 1 935 

The Finnish Insurance Com-
panies Act specifies that the same 
insurance company may not 
underwrite both life and non-life 
policies, and also lays down that 
the only role any mutual in-
surance company may occupy in 

a group of companies with parent-
subsidiary company relationship is 
that of a parent company. For this 
reason, Sampo Mutual Insurance 
Company and Kaleva Mutual In-
surance Company each form a 
group of their own in a juridical 
sense. 

The information given in the 
tables here is not based on groups 
as described above, but provides 
a picture of the combined opera-
tions of Sampo, Kaleva and 
Tarmo. 
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CONSOLIDATED INCOME STATEMENT 
YEAR ENDED DECEMBER 31,1985 

FIM 1 000 1984 Change % 

Premium Income , 2 M 2 1 1 1 2 2 

Direct Underwrit ing + 1 517 607 + 1 339 317 + 13.3 
Reinsurance Assumed + 4 4 4 6 ^ + 4 8 3 016 - 7.9 

+ 1 962 242 + 1 822 333 + 7.7 
Surrenders ~ 2 7 - 13 899 + 73.6 

+ 1 934 648 + 1 806 434 + 7.1 

Uncollectable Premiums ~ 1 1 7 7 8 ~ 7 964 + 47.9 
Investment Income . . . 

I n c o m e + 494 598 + 477 921 + 3.5 
Ou tgo . '. ' . ' . ' . ' . ' . ' . ' . ' . ' . '. — 108 892 — 73 927 + 47.3 

+ 385 706 + 403 994 — 4.5 

Change in Unearned Premiums Reserve — 122 420 — 179 125 — 31.7 

Gross Income + 2 186 156 + 2 023 339 + 8.0 
Claims Incurred 

Claims Paid - 1 380 144 - 1 284 655 + 7.4 
Change in Outs tanding Claims Reserve — 239 926 — 202 020 + 18.8 
Change in Equalization Reserve + 31 411 — 87 431 * 

— 1 588 659 —1 574 106 + 0.9 

Gross Margin + 597 497 + 449 233 + 33.0 
Reinsurance Ceded 

Premium Income - 81 974 - 84 768 - 3.3 
Change in Unearned Premiums Reserve + 1 151 — 2 050 • 
Claims Paid + 36 475 + 104 802 - 65.2 
Change in Outs tanding Claims Reserve + 7 310 — 8 657 * 

— 37 038 + 9 327 • 

Retained Gross Margin + 560 459 + 458 560 + 22.2 
Administrative Expenses 

Salaries and Commissions — 238 421 — 214 887 + 11.0 
Social Expenses - 61 276 — 41 469 + 47.8 
Other Administrative Expenses — 175 487 — 149 658 + 17.3 

— 475 184 — 406 014 + 17.0 

Operating Margin + 85 275 + 52 546 + 62.3 

Depreciation Margin 
Investments — 27 405 - 25 334 + 8.2 
Fixed Assets — 18 906 — 8 821 + 114.3 

— 46 311 — 34 155 + 35.6 
Business Profit + 38 964 + 18 391 + 111.9 
Other Income + 15 035 + 12 539 + 19-9 
Other Expenses — 6 — 12 — 50.0 
Change in Allowance for 

Possible Credit Losses — 12 500 — 2 800 * 
Technical Depreciation of Investments — 4 900 + 1 500 * 

— 17 400 — 1 300 • 

Taxes — 25 604 — 19 164 + 33.6 

Profit for the Year + 10 989 + 10 454 + 5 ^ 
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CONSOLIDATED BALANCE SHEET 
DECEMBER 31,1985 

ASSETS FIM 1 000 1 9 8 5 1 9 8 4 Change % 

Current Assets 
Cash in Hand and at Banks 

Due from Other Insurance Companies 
Unearned Premiums Reserve 
Outs tanding Claims Reserve 
Deposits Made 
Accounts Receivable 

Accrued Credits and Deferred Charges 
Premiums Receivable 
Accrued Interest Receivable 
Other Items 

Other Current Assets 
Sales Price Receivable. 
Sundry Debtors 

Investments 
Loans 
Bonds 
Stocks and Shares 

Real Estate and Shares therein 
Subsidiaries 
Others 

Other Investments. 

Fixed Assets 
Stocks and Shares 

Subsidiaries 
Other Companies . 

Real Estate and Shares therein 
Subsidiaries 
Others 

Furniture and Fixtures. 
Other Fixed Assets. . . . 

122 966 105 736 + 16.3 

37 372 36 221 + 3.2 
49 763 42 453 + 17.2 

199 667 205 146 — 2.7 
64 672 58 832 + 9.9 

351 474 342 652 + 2.6 

600 901 526 203 + 14.2 
71 336 63 515 + 12.3 
42 893 35 365 + 21.3 

715 130 625 083 + 14.4 

9 234 1 514 • 
64 730 55 577 + 16.5 
73 964 57 091 + 29.6 

1 263 534 1 130 562 + 11.8 

2 127 950 2 087 799 + 1.9 
117 012 74 883 + 56.3 
264 226 228 864 + 15.5 

140 469 135 652 + 3.6 
617 234 587 115 + 5.1 
757 703 722 767 + 4.8 

25 582 29 673 — 13.8 
3 292 473 3 143 986 + 4.7 

47 559 50 559 — 5.9 
145 139 127 569 + 13.8 
192 698 178 128 + 8.2 

8 139 8 594 - 5.3 
200 493 171 612 + 16.8 
208 632 180 206 + 15.8 

63 086 32 555 + 93.8 
103 647 87 630 + 18.3 
568 063 478 519 + 18.7 

5 124 070 4 753 067 + 7.8 

LIABILITIES FIM 1 000 1985 1984 Change % 

Current Liabilities 

Due to Other Insurance Companies 
Deposits Retained 
Accounts Payable 

Accrued Charges and Deferred Credits 
Premiums Received in A d v a n c e . . . . 
Taxes Payable 
Accrued Annual Holiday Pay 
Other Items 

28 610 23 812 + 20.1 
60 955 38 260 + 59.3 
89 565 62 072 + 44.3 

7 005 13 465 —48.0 
1 823 2 104 - 1 3 . 4 

26 153 22 036 + 18.7 
13 227 10 312 + 28.3 
48 208 47 917 + 0.6 

Other Current Liabilities 
Loan From Pensions Fund . 
Transferred Charges Payable 
Loans 
Sales Prices Payable 
Sundry Creditors 

Technical Reserves 
Unearned Premiums Reserve 
Outs tanding Claims Reserve 
Equalization Reserve 

301 488 262 173 + 15.0 
36 474 33 474 + 9.0 
19 591 54 024 63.7 
13 477 10 687 + 26.1 
79 392 100 603 21.1 

450 422 460 961 • 2.3 

1 604 632 1 482 212 + 8.3 
1 902 826 1 662 900 + 14.4 

785 014 816 424 • 3.8 
4 292 472 3 961 536 + 8.4 
4 880 667 4 532 486 + 7.7 

Allowances for 
Possible Credit Losses 
Technical Depreciation of Investments. 

Capital and Free Reserves 
Capital Stock 

Reserve/Security Fund 
Real Estate Valuation Reserve. 
At the disposal of the Board. 
Profit f rom previous Year. . . 
Profit for the Year 

100 200 87 700 + 14.3 
14 955 10 055 + 48.7 

115 155 97 755 + 17.8 

34 002 34 002 — 

54 493 49 543 + 10.0 
27 633 28 100 — 1.7 

285 185 + 54.1 
846 542 + 56.1 

10 989 10 454 + 5.1 
94 246 88 824 + 6.1 

128 248 122 826 + 4.4 
5 124 070 4 753 067 + 7.8 
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NOTES TO THE CONSOLIDATED ACCOUNTS 

The Consolidated Accounts presented here are 
not the Consolidated Accounts of the parent-
subsidiary company groupings within the Sampo 
Group. These Consolidated Accounts include instead 
the combined figures for Sampo Mutual Insurance 
Company, Kaleva Mutual Insurance Company, and 
Tarmo Life Assurance Company Ltd. Internal tran-
sactions between these companies have been 
eliminated. 

The terminology used is explained in the Notes 
to the Sampo Accounts. The figures in the Con-
solidated Accounts are given in thousands of Finn-
marks. 

Premium Income 
Distribution of premium income between the com-
panies: 

% Change 
% 

Sampo 1 765 365 90.0 + 6.9 
Kaleva 191 309 9.7 + 14.6 
Tarmo 5 568 0.3 +23.5 

1 962 242 100.0 + 7.7 

Distribution of premium income by classes: 

1985 1984 Change 
Direct Underwriting % 

Motor hull 185 298 162 741 + 13.9 
Motor third party 299 982 265 669 + 12.9 
Fire 101 157 99 203 + 2.0 
Comprehensive 200 215 170 487 + 17.4 
Workmen ' s 

compensation 300 604 264 877 + 13.5 
Marine 92 102 82 465 + 11.7 
Other non-life 141 609 122 647 + 15.5 
Individual life 134 714 123 395 + 9.2 
Employees' group 

life 16 282 13 644 + 19.3 
Other group life 32 900 28 532 + 15.3 
Group accident 5 533 — * 
Private pensions 7 211 5 657 + 27.5 

Total direct 
underwriting 1 517 607 1 339 317 + 13.3 

Reinsurance assumed 
Domestic (gross) 44 561 46 159 — 3.5 
Commissions — 6 503 — 8 114 — 19-9 

38 058 38 045 — 

Foreign (gross) 568 224 618 722 — 8.2 
Commissions — 161 647 — 173 751 — 7.0 

406 577 444 971 — 8.6 

Total reinsurance 
assumed 444 635 483 016 — 7.9 

Total premium income 1 962 242 1 822 333 + 7.7 

Investments 

Analysis of investment income: 

1985 1984 Change 
% 

Income 
Interest 302 659 281 563 + 7.5 
Dividends 24 454 23 121 + 5.8 
Index changes 1 280 1 259 + 1.7 
Income on real estate 116 280 103 925 + 11.9 
Income on shares in 

real estate 25 263 16 312 + 54.9 
Exchange profits 1 694 10 424 — 83.7 
Sales profits 19 044 41 317 — 53.9 
Other investment 

income 3 924 — — 

Total Income 494 598 477 921 + 3.5 

Outgo 
Interest 52 875 34 288 + 54.2 
Outgo on real estate 37 649 29 632 + 27.1 
Outgo on shares in 

real estate 5 715 4 490 + 27.3 
Exchange losses 9 562 3 736 + 1 55.9 
Other outgo 3 091 1 781 + 73.6 

Total Outgo 108 892 73 927 + 47.3 

Net investment income 385 706 403 994 4.5 

Claims paid Administrative expenses 

Analysis of claims paid: 

Direct underwriting 
Motor hull 123 456 97 105 + 27.1 
Motor third party 210 599 194 657 + 8.2 
Fire 53 363 65 382 — 18.4 
Comprehensive 144 964 132 519 + 9-4 
Workmen ' s 

compensation 168 280 164 698 + 2.2 
Marine 53 223 83 870 — 36.5 
Other non-life 120 332 85 406 + 40.9 
Individual life 56 135 38 609 + 45.4 
Employees' group life 14 031 12 147 + 15.5 
Other group life 8 652 8 152 + 6.1 
Group accident 1 623 

The amount transferred to the Pensions Fund in 1985 
was FIM 20.6 million, compared with FIM 4.8 
million the year before. Excluding pensions transfers, 
the rise in administrative expenses came to 13.3 %. 
The total number of staff of the Sampo Group at 
the end of 1985 was 2 334. 

Depreciation 

The amount entered as depreciation on investments 
and fixed assets was 46.3 Mmk; the maximum per-
missible depreciation under current legislation would 
have been FIM 72.2 million. 

Private and 
482 

Changes in Financial Position 
group pensions 1 836 1 482 + 23.9 

Total direct underwriting 956 494 884 027 + 8.2 1985 1984 
Source of funds 

Reinsurance assumed Operating margin + 85 275 + 52 547 

47.9 
Other income and 

Domestic 15 888 30 512 — 47.9 expenses (net) + 15 029 + 12 527 
Foreign 407 762 370 116 + 10.2 Change in technical 

Total reinsurance assumed 423 650 400 628 + 5.7 reserves + 330 935 + 468 576 
Change in other current 

Total claims paid 1 380 144 1 284 655 + 7.4 liabilities + 17 245 + 26 215 Total claims paid 1 
Change in Capital Stock — 4 800 + 5 000 

+ 443 684 + 564 865 

Application of funds 

Change in current assets + 132 972 + 173 873 
Change in 

investments + 176 360 + 239 589 
Change in fixed assets + 108 449 + 131 264 
Distributed profits + 25 903 + 20 139 

+ 443 684 + 564 865 
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ANALYSIS OF THE ACCOUNTS 

(FIM millions) Sampo 
Group 
total 

Motor 
Hull 

Motor 
Third 
Party 

Work-
men 's 

Compen-
sation 

Fire & 
Compre-
hensive 

Marine 
Hull 

Marine 
Cargo 

Other 
non-life 

Life & 
Pensions 

Reinsur-
ance 

Assumed 

Premium Income1 ' 
Uncollectable 

Premiums 
Net Investment 

Income 
Change in Unearned 

Premiums 
Reserve 

+ 1 934.6 

— 11.8 

+ 385.7 

— 122.4 

+ 185.3 

— 1.2 

+ 19-8 

— 9.0 

+ 300.0 

— 3.2 

+ 58.5 

— 6.2 

+ 300.6 

— 4.8 

+ 52.4 

— 1.8 

+ 301.7 

— 1.1 

+ 27.9 

— 11.6 

+ 24.3 

— 0.7 

+ 1.6 

— 0.5 

+ 67.8 

— 0.1 

+ 5.8 

— 0.8 

+ 141.2 

— 0.6 

+ 13.2 

— 6.2 

+ 169.1 

— 0.1 

+ 120.4 

— 106.4 

+ 444.6 

+ 75.1 

+ 20.1 

Gross Income + 2 186.1 + 194.9 + 349.1 + 346.4 + 316.9 + 24.7 + 72.7 + 147.6 + 183.0 + 539.8 

Claims Paid 
Increase in Out-

standing Claims 
Reserve 

— 1 380.1 

— 208.5 

— 123.5 

- 4.3 

— 210.6 

- 45.3 

— 168.3 

— 69.3 

— 198.3 

— 5.9 

— 12.3 

— 5.3 

— 40.9 

— 5.5 

— 120.3 

— 0.1 

— 82.3 

— 7.1 

— 423.6 

- 65.7 
Gross Margin + 597.5 + 67.1 + 93.2 + 108.8 + 112.7 + 7.1 + 26.3 + 27.2 + 93.6 + 50.5 
Reinsurance 

Ceded — 37.0 — 0.1 — 14.1 — 1.6 — 2.4 + 3.9 + 0.8 — 23.5 
Retained Gross 

Margin + 560.5 + 67.0 + 93.2 + 108.8 + 98.6 + 5.5 + 23.9 + 31.1 + 94.4 + 27.0 

Administrative 
Expenses — 475.2 

Operating Margin + 85.3 

Depreciation — 46.3 

Business Profit + 39.0 

Other Income 
Changes in 

Technical 
Allowances 

Direct Taxes 

+ 15.0 

— 17.4 
- 25.6 

Profit for the Year + 11.0 

' ' After deduction of surrenders 

The Analysis of Income 
shows the breakdown of the Re-
tained Gross Margin for the Sam-
po Group by classes of insurance. 

The net income on in-
vestments has been divided 
among the classes of insurance in 
the same proportions as the 

Technical Reserves retained by the 
Group, and the Capital and Free 
Reserves, at the termination of the 
financial year. The net income on 
the Group's capital is, however, 
only given for the Group as a 
whole. 
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INSURANCE UNDERWRITING 

Direct underwriting in 
Finland during 1985 was character-
ized by a real growth in premium 
income, while in reinsurance as-
sumed, the main feature was the 
discarding of bad risks from the 
overseas portfolio. On invest-
ments, the rate of increase in prof-
its slowed down, while the profit 
margins on underwriting were low, 
and competition for the insurance 
market remained intense. 

Direct Underwriting 
In line with the overall deve-

lopment in Finnish insurance, the 
Sampo Group's premium income 
on direct underwriting showed a 
real increase on virtually all ma-
jor classes of insurance. On non-
life insurance, the expansion came 
to just over 13 per cent, and 
premium income amounted to 
FIM 1321 million. This represents 

Sampo and Kaleva premium income, 
by categories of clients, 1985 

Private households 45.5 Trade & 

service industries 18.1 % 

Transport and 

local government 11.9 % 

a rate of growth clearly above the 
average for Finnish companies, 
and thus reflects a further increase 
in Sampo's share of the market, 
for the fourth year in succession. 
This increase in the Sampo market 
share is provisionally estimated, at 
around half a percentage point. In 
life assurance underwriting, too, 
the Sampo Group's premium in-
come rose faster than average, to 
reach FIM 186 million, which 
represents an increase of 11.3 per 
cent. This encouraging develop-
ment in life business was partly 
due to the introduction at the 
beginning of 1985 of a new, flex-
ible life policy, the Sampo Op-
timi. 

1985 was a favourable year 
for Sampo in terms of losses with-
in Finland.There was an increase 
from the previous year of around 
6 per cent on compensation paid 
under non-life cover, which is 
however considerably lower than 
the expansion in premium in-
come. Compensation outgo (com-
prising both payments actually 
made, and changes to the Out-
standing Claims Reserve) also rose 
more slowly than premium in-
come. There was thus some im-
provement in the profit margins 
on direct underwriting. There 
were fewer major losses occurring 
in the Sampo portfolios. The fre-
quency of losses displays wide 
variation between different classes 
of insurance, however; there was 
a particularly sharp increase under 
young per'sons' policies cover, 
where the increased premiums in-
troduced last year were not suffi-
cient to cover the rise in compen-
sation outgo, and the final 
balance in this class of business 
thus remained unsatisfactory. 

The claims ratio on the life 
assurance underwritten by Kaleva 
has remained low for several years, 
and the balance of business in 
1985 was, as expected, satisfac-
tory. This has made it possible to 
extend full inflation-proofing to 
all life policies. In view of the fall 
in the inflation rate, FIM 40.5 
million has been set aside to cover 
index-linked adjustments, com-
pared with FIM 43.8 million in 
the preceding year. 

Trends in Different Classes of 
Insurance 

Premium income on work-
men's compensation insurance 
grew by 13.5 per cent, to reach 
FIM 300.6 million. There were 
virtually no changes in the pre-
mium rates. Sampo's share of the 
market increased in comparison 
with the preceding year. Compen-
sation payments increased by a 
mere two per cent, and the profit 
margin in this class thus improv-
ed. The overall result on work-
men's compensation insurance 
was also positive; it is expected 
that premiums will be slightly rais-
ed here during the current year. 

On motor third-party insur-
ance, premium income amounted 
to FIM 300.0 million, or 12.9 per 
cent more than in the preceding 
year. This indicates a continued 
expansion in the Sampo share of 
the market in this field. After 
several years in which losses had 
been high, compensation 
payments rose more slowly in 
1985 than did premium income, 
leading to an increase in the buff-
er reserve. Motor third-party in-
surance showed an improvement 
over the preceding year, but was 
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There was an unusually low number of major fire claims during 1985, with only two claims 
met by Sampo in excess of five million Finnmarks. An explosion and fire at Priha Ltd's glue 
factory caused damages amounting to more than nine million marks. 

still unsatisfactory, despite an 
average increase in premiums in 
summer 1985 of eight per cent. 

On motor hull insurance, 
premium income amounted to 
FIM 185.3 million, an increase of 
13.9 per cent, as a result of a rapid 
increase in the number of vehicles 
registered and an increase in the 
demand for motor hull cover. 
Despite this encouraging trend, 
Sampo's share of the market did 
not expand any further. There was 
an increase from the preceding 
year in the rate of growth of the 
number of losses reported; com-
pensation payments increased by 
27 per cent, and the profit margin 
in this class of insurance showed 
some deterioration, although still 
remaining highly profitable. 

The premium income on fire 
and comprehensive policies total-
led FIM 301.4 million, incor-
porating a rise of 11.7 per cent 
over the preceding year's figure, 
partly due to the continuing 
boom at the beginning of the 
year. Intensified competition for 
industrial fire underwriting led to 
a further fall in the level of 
premiums. There was a sharp in-
crease in premium income on com-
prehensive policies, so that they 
came to make up a larger propor-
tion of the premium income in 
this grouping, whereas premium 
income on fire cover grew by a 
mere two per cent. The Sampo 
share of the market was increased. 

Compensation payments un-
der fire and comprehensive poli-
cies came to FIM 198.3 million, 
a figure representing an increase 
of no more than about one per 
cent. The compensation paid out 
under fire cover actually fell, 
thanks to an exceptionally low 

number of major losses on the 
Sampo portfolio. There were two 
major fires with losses in excess of 
five million Finnmarks. Overall, 
there was a slight deterioration in 
the claims ratio for fire and com-
prehensive underwriting combin-
ed, but the result continued to be 
highly satisfactory. 

On marine hull and aviation 
insurance, premium income fell 
by five per cent, to FIM 24.3 
million, where the previous year 
had seen an expansion of almost 
seven per cent. This fall in 
premium income during 1985 was 
mainly the consequence of dif-
ficulties faced by shipping. After 
two years in which the Sampo 
market share had been extended, 
it now fell slightly. The compen-
sation paid out under marine hull 
cover remained virtually unchang-
ed, but the fall in premium in-

come meant a weakened profit 
margin. On yacht insurance, on 
the other hand, premium income 
came to nearly FIM 9 million, 
which is an increase of about 25 
per cent. 

Under marine cargo insur-
ance, premium income rose to FIM 
67.8 million, which is 19-3 per 
cent more than in the preceding 
year. The favourable trend on 
losses led to a slight fall in the 
level of premiums. The Sampo 
share of the market rose marked-
ly, since the overall premium in-
come of Finnish insurers in this 
field actually decreased; and com-
pensation payments fell by about 
forty per cent. There was thus a 
sharp improvement in business in 
this class of insurance, and the 
final balance was highly satisfac-
tory. 

The premium income on vol-

untary personal accident insurance 
rose to FIM 71.3 million, incor-
porating a rise of 16.7 per cent. 
Responsibility for group accident 
policies marketed by the Group 
was transferred during the year 
from Sampo to Kaleva, as a result 
of which premiums of FIM 5.5 
million were booked into the 
Kaleva accounts. There was an in-
crease of almost 60 per cent in 
compensation paid out under per-
sonal accident cover, leading to a 
further deterioration in the prof-
it margins in this class. The com-
pensation expenses have risen par-
ticularly fast in young persons' in-
surance, and there is consequently 
pressure for further increase in the 
level of premiums. 

Premium income on the re-
maining miscellaneous classes of 
insurance amounted to FIM 70.3 
million, representing an overall 
increase of 14.3 per cent over the 

previous year. The trends varied 
acutely, however, in different 
classes of insurance: premium in-
come on credit insurance, for ex-
ample, rose by 116.5 per cent, 
despite considerable reductions in 
the level of premiums, and the 
claims ratio improved sharply; 
whereas the compensation paid 
out on the other classes of in-
surance rose by 20.3 per cent, i.e. 
considerably faster than the rise in 
premium income, to FIM 50.4 
million, so that overall their 
claims ratios deteriorated. 

At Kaleva, the premium in-
come on individual life and pen-
sion policies (discounting surren-
ders) expanded by almost ten per 
cent, to reach FIM 141.9 million. 
Sales of the new 'Optimi' flexi-
ble life policy got off to a very en-
couraging start, but demand for 
the more traditional forms of life 
cover was poor. Altogether, pre-

mium income on individual pen-
sion insurance increased by 27.5 
per cent. 

Preliminary calculations sug-
gest that the Kaleva share of the 
life and pensions market in 
Finland will have grown by almost 
one percentage point. 

Premium income from em-
ployees' group life cover policies 
increased by 17.1 per cent, to reach 
FIM 10.8 million, and that from 
other forms of group life policy 
amounted to FIM 32.9 million. 

Surrenders on life and pen-
sions policies rose considerably, 
reaching FIM 27.6 million, most 
noticeably in group life cover 
bought by employers for their 
staff, where the number of sur-
renders more than doubled. 

Payments made under life as-
surance cover amounted to FIM 
77.4 million. This represents an 
increase of 37.5 per cent in com-

Sampo 
I I Gain subject to random fluctuation 
I 1 Operating margin 
1976—1985 

FIM 
millions 

150 

100 

50 

-50 

Z 7 1 

ZZ/1 

I P. H 

Z 7 I 

1976 1977 1978 

I I l i i l J i l h 
1979 1980 1981 1982 1983 1984 1985 

15 



parison with the preceding year; 
however, something like one third 
of the outgo consisted of lump-
sum capital payments paid on 
policies which had matured. 

In order to provide for possi-
ble index-linked adjustments, the 
sum of FIM 40.5 million was 
transferred to the Unearned 
Premiums Reserve, which is 
enough to cover complete 
inflation-proofing for all savings 
policies in 1986. 

Marketing 
The organization of the Sam-

po Group is based on a client-
centred approach. Responsibility 
for meeting the client's entire 
needs for insurance cover is plac-
ed with the Private and Business 
Market Units, operating in con-
junction with the Zone Units. 

Caring for Private Household 
Clients 

The primary objectives du-
ring 1985 in marketing aimed at 
private households were (i) expan-
sion of the Sampo market share, 
and (ii) improved profit margins. 
The aim was to consolidate Sam-
po's leading position in the 
development and introduction of 
new forms of policies, to achieve 
greater rationalization of opera-
tions, and to improve the col-
laboration between the Private 
Market Unit and the Zone Units. 
Steps taken with a view to improv-
ing profitability included the 
more precise targeting of mar-
keting, and a sharper profile in 
terms of pricing. 

The Private Market Unit 's 
overall premium income amount-
ed to almost FIM 700 million, 
constituting an increase of over 15 

per cent over the figure for the 
previous year. Objectives were 
met both in life and non-life 
underwriting, despite a rate of 
growth lower than expected. The 
real increase in premium income, 
however, proved exceptionally 
high, at virtually ten per cent. 

At the beginning of 1985, 
Sampo brought out a new form of 
life policy, the 'Optimi ' , which is 
radically different from traditional 
kinds of life assurance policy. 
Despite the difficulties caused by 
the fact that final details of cer-
tain parts of the scheme were not 
ready until after the new policy 
had been launched, as well as the 
inevitable snags encountered with 
any new product, Optimi has prov-
ed a great success, and the total 
number of life policies with the 
Group (including Optimi poli-
cies, policies incorporated in Sam-

po Agreements, and traditional 
forms of life cover) reached a level 
over 30 per cent higher than in 
the preceding year. 

There was a sharp rise in the 
number of surrenders during 
1985. In part this is probably due 
to increasingly careful assessment 
by clients of the relative advan-
tages of alternative forms of in-
vestment. With inflation running 
at its present low level, they are 
increasingly likely to decide in 
favour of some other mode of in-
vestment rather than life assurance, 
assuming that profits are the sole 
criterion. 

Towards the end of the year, 
internal marketing and training 
for the Optimi policy was contin-
ued, and life, pension and acci-
dent insurance has been made the 
main marketing target for the first 
half of 1986. 

The expansion in Sampo Agreements 
! • Number of agreements 

I I Premium income, in FIM millions 
1981-1985 

Policies providing cover 
against medical expenses have lost 
some of their appeal, as a conse-
quence of increased premium 
rates, but these revised prices will 
in time lead to improved profit 
margins. 

During 1985, the number of 
Sampo Agreement clients passed 
the quarter of a million mark. Sales 
targets were met; Sampo's share 
of the service-agreement market 
has now risen to over 30 per cent, 
with over 100 000 Householder's 
Sampo Agreements in force at the 
end of the year; in this all-risks 
sector of householder's policies 
Sampo already accounts for about 
35 per cent of the Finnish market. 

The sale of motor insurance 
boomed, especially due to the rec-
ord sales of new private cars. The 
registration statistics indicate that 
Sampo is roughly maintaining its 
overall share of the market in this 
field. 1985 saw the introduction 
of the 'Sampo Front Seat' scheme, 
providing training in motor in-
surance for the staff of motor 
dealers. The purpose of this new 
scheme is to increase the expertise 
of sales personnel in matters 
relating to motor insurance, to 
improve Sampo's business profile, 
and naturally also to increase sales. 

The channels of distribution 
for traveller's insurance are cur-
rently changing; and it is the in-
tention that in future, clients 
should be able either to acquire 
the special protection they need 
when travelling through travel 
agencies, or to have it included in 
their all-risks policies, Household-
er's Sampo Agreements, or pol-
icies providing medical expenses 
cover. With regard to yacht insur-
ance, Sampo has played a promi-

Following the occurrence of a number of accidcnts, certain travel organizations which in-
sure with Sampo requested an expert from the Sampo Fire Protection Department to carry out 
an inspection of calor-gas (butane) appliances at Spanish resorts used by Finnish holidaymakers. 
A spot check was made of about 30 % of the hotels used by Finns on Gran Canaria, but only 
minor repairs were found necessary, and no evidence of excessive faults emerged. 

Using safety belts in the front seats of cars has nowadays won universal recognition, but 
Sampo has also been emphasizing the importance of using safety belts in the back seat as well. 
This can be extremely effectively demonstrated with the aid of the 'crash sledge', which dramatically 
brings home the need for safety belts even at low speeds. 
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During redevelopment of a site in Helsinki, it was decided to retain the original building's 
facade: a risky undertaking, which was insured by Sampo. 
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nent role through its involvement 
with the Fazer Finland entry in 
the Round-the-World Yacht Race. 

On 1 June 1985, the admin-
istration of the Private Market 
Unit was reorganized, with the in-
troduction of production-based 
Departments. These have started 
to function as planned, the objec-
tives of the reorganization being 
to achieve a more client-centred 
approach, a clearer distribution of 
responsibility between manage-
ment and expert staff, and im-
proved productivity, efficiency, 
consistency, and quality. 

Occasionally, blockages have 
occurred in the processing of new 
insurance policies, since intensive 
marketing has led to a sharp in-
crease in the number of policies 
held with the Sampo Group. Most 
of the problems arising in connec-
tion with the new Optimi policy 
had been eliminated by the sum-
mer, and blockages which had 
been occurring in the handling of 
claims under personal accident 
policies were sorted out with the 
introduction of revised proce-
dures. There have also at times 
been problems in the processing 
of motor insurance claims, and a 
revised system for handling these 
was introduced with effect from 
the beginning of 1985. 

Revised systems are under 
preparation for handling both 
new policies being issued, and 
claims for compensation, and as 
these come into operation during 
the next few years, it is antici-
pated that they will lead to a 
radical improvement in efficien-
cy and profitability. 

Another aspect under detail-
ed re-examination has been the 
most effective use of agents in 

Sampo's work in industrial safety includes not only accident prevention but also in-service 
training, e.g. in particular first-aid courses. Sampo arranges about 100 courses annually for client 
firms, attended by almost 1500 employees. 

marketing insurance policies; one 
consequence of this is the propos-
ed establishment of a guild 
organization intended for the 
cream of Sampo's agents. 

As a result of efficient mar-
keting, the Sampo Group has once 
more consolidated its position as 
the leading underwriter of private 
households' non-life insurance in 
Finland. 

Nonetheless, and despite the 
efforts being made, the final bal-
ance for the Private Market Unit 
is still not satisfactory. The reasons 
for this include a weakening 
claims ratio on several classes of 
insurance, but most of all the 
losses sustained on young persons' 
cover and the unexpectedly slow 
rate of expansion in premium in-
come on certain classes of insur-
ance. 

Caring for Business Clients 

As a result of intensive mar-
keting, the premium income on 
direct underwriting by the Busi-
ness Market Unit reached the sum 
of FIM 813.2 million, i.e. 12.2 per 
cent more than in the preceding 
year. While this increase fell 
slightly short of the target which 
had been set, the Unit's objectives 
were nevertheless achieved in 
terms of expanding the Sampo 
share of the market, both in life 
and in non-life underwriting. 

The class of insurance with 
the fastest rate of growth was ma-
rine cargo, at almost 20 per cent; 
growth was also in accordance 
with expectations in workmen's 
compensation insurance. Expan-
sion slowed down sharply, how-
ever, in liability insurance, while 
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One of the major features in the joint campaign arranged during 1985 by the Finnish Con-
federation of Private Entrepreneurs and the Sampo Group was a management game between 
teams from different towns, comprising executives from local small firms, local public officials, 
and bank staff, as well as Sampo representatives. The game was won by the team from Liperi, 
seen in this picture. 

there was a marked fall in pre-
mium income on marine hull un-
derwriting in comparison with the 
previous year. 

The Group's expansion into 
pensions insurance has met with 
an unreservedly warm welcome 
from our business clients, who are 
now able to obtain through their 
Sampo representative a compre-
hensive range of insurance cover 
meeting their needs in life, non-
life, and pensions. The full scheme 
came into operation on 31 January 
1985, when Kalervo Pensions was 
merged with Sampo Pensions. 

Some improvement took place 
on the claims ratio for the classes 
of insurance underwritten by the 
Business Market Unit: the ratio for 
the largest single class of cover, oc-
cupational accidents insurance, was 
brought down to the same level 
as the mean for all the classes 
underwritten by the Unit, and 
reductions were also achieved in 
the claims ratios for fire insurance 
and comprehensive cover, although 
they still remain unsatisfactory. 

The expenses incurred by the 
Unit were on the other hand lower 
than predicted, and a satisfactory 
final balance of business was thus 
achieved. 

A reorganization of the 
Unit's marketing came into effect 
at the beginning of June, with the 
objective of further emphasizing 
the principles of profit respon-
sibility and a client-centred ap-
proach. The main feature of the 
reform was the replacement of the 
four former Departments defined 
in terms of sectors of trade and in-
dustry by two Divisions dealing 
respectively with larger and small-
er firms. This change brings the 
organization of the Unit closer in-

to line with the structure of the 
market, and allows for more effi-
cient management. 

The specialist department 
serving large firms maintained its 
already strong position, achieving 
the objectives set for 1985, and 
surpassing the Business Market 
Unit's mean rate of growth in 
premium income. 

The aims of the decentraliza-
tion measures carried out in 1984 
in the issue of policies and in pro-
cessing claims for compensation 
were to break down the emphasis 
on distinct classes of insurance, 
and to increase efficiency. Further 
organizational changes have now 
been carried out, and steps have 
been taken to further break down 
the distinctions between classes of 
underwriting, by the develop-

ment of new computer programs, 
and a clearer division of labour 
between executive management 
and expert staff. The former 
Department structure based on 
classes of insurance has been 
replaced by two streamlined Divi-
sions dealing with the issue of new 
policies and with claims for com-
pensation respectively, with the 
consequence that it is now possi-
ble to process the entire range of 
policies under a single manage-
ment. 

In the field of risk manage-
ment, special attention was paid 
to the training of sales personnel. 
A special course in risk manage-
ment was arranged during the 
year for sixty sales representatives 
dealing with large-firm clients, 
and in April a project was started 

in collaboration with the Associa-
tion of Finnish Cities for the 
preparation of a handbook on risk 
management intended for use in 
urban government. 

The main emphasis in loss 
prevention planning was on the 
avoidance of damage at sawmills. 
Consultations were held with 
clients on finding ways of improv-
ing safety precautions and increas-
ing the overall standard of 
security. 

During 1985, a joint cam-
paign was arranged between Sam-
po and the Finnish Confederation 
of Private Entrepreneurs, repre-
senting the small-firms sector, in 
conjunction with which Sampo 
representatives were invited to 
speak at more than 300 different 
meetings. The theme of the cam-
paign was "Results through Infor-
mation", and the special em-
phasis at the meetings was on the 
importance of adequate informa-
tion for success in business. 

Another popular event dur-
ing the year was a management 
game arranged between teams 
from 260 different municipalities, 
in which representatives took part 
not only from business and from 
local Sampo offices, but also from 
local government and from banks. 

The Zone Units 
Client relations and market-

ing within Finland are handled in 
the Sampo Group by five regional 
Zone Units. 

In the South-Western Fin-
land Zone , the main objective in 
marketing aimed at private house-
holds was once more to achieve a 
further expansion of the Sampo 
Agreement. A record number of 

new Agreements were signed dur-
ing the year in the Zone, and ob-
jectives were exceeded in every 
District. In the Turku District, 
almost 60 per cent of private 
households have now adopted the 
Sampo Agreement for their in-
surance cover needs. 

The Southern Finland Zone 
continued its success of recent 
years, being the largest Zone in 
the Group measured in terms of 
premium income. The fastest rate 
of growth in the Zone occurred on 
non-life cover, both for private 
households and for business 
clients. The objectives which the 
Zone had set for the marketing of 
life assurance, however, were not 
achieved, largely as a consequence 
of the uncertainties which prevail-
ed concerning the taxation of 
clerical employees' life assurance 
cover. 

There has been a rapid in-
crease in the absolute number of 

claims for compensation to be 
processed; this is due in part to 
the success in selling policies, as 
well as to the particularly high rate 
of motor accidents in the metro-
politan Helsinki area and to the 
extension of cover offered under 
the improved Householder's All-
Risks policies introduced a couple 
of years ago. 

The growth of premium in-
come achieved in the Central Fin-
land Zone was virtually as high as 
the objectives which had been set; 
one especially successful field has 
continued to be the sale of in-
dividual life assurance cover, 
where the increase in premium in-
come amounted to almost 30 per 
cent. Sales of life assurance cover 
for clerical staff in the business 
sector were however brought vir-
tually to a standstill for the latter 
half of the year as a result of 
predicted changes in the tax 
regulations applying to this. 

hire protection and prevention in the future will be in the hands of the younger generation. 
At Vierumäki, Sampo has given backing to the activities of the local Factory Junior Fire Brigade. 
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Premium income on non-life 
cover also grew in the Central Zone 
markedly faster than the average 
rate for the country as a whole, ex-
ceeding the target for the private 
sector, though falling slightly 
short in the business sector. 

In the Eastern Finland Zone, 
too, premium income on non-life 
underwriting grew by virtually the 
amount set in the Zone's targets. 
In life assurance underwriting, 
however, sales fell below expecta-
tions. 

The sales of Sampo Agree-
ments in the Zone continued to 
prosper, and by October their 
number had reached 50 000. The 
popularity of the Householder's 
All-Risks Policy also continued, 
showing an increase both in the 
number of policies and in pre-
mium income of virtually 50 per 
cent. 

The Northern Finland Zone 
serves clients spread out over the 
three northernmost Provinces of 
Finland, covering approximately 
50 per cent of the surface area of 
the country. The sheer geograph-
ical extent of the Zone lends add-
ed importance to the network of 
agents, and their role has been a 
main focus of the past year's oper-
ations. 

The target set for life assur-
ance premium income was not a-
chieved, despite success in sales of 
the new Optimi policy, individual 
pension insurance, and group life 
assurance cover under Sampo 
Agreements. 

The claims pattern within the 
Zone was also vitiated by the ex-
tensive damage caused in a series 
of heavy storms during the au-
tumn. 

The International Unit 

For some years now, the si-
tuation on the international rein-
surance market has been extreme-
ly difficult for reinsurance under-
writers. During 1985, this led to 
radical retrenchment, both in 
London and New York; indeed, 
in the United States the level of 
insurance premiums now being 
charged, and the conditions now 
being imposed, have been so 
sharply revised that the American 
authorities have expressed concern 
about the availability of adequate 
insurance cover at reasonable 
prices and conditions. Unfor-
tunately these authorities did not 
show the same concern earlier, 
when premium rates were at a 
totally inadequate level and in-
surers were suffering severe losses, 
many companies even going into 
liquidation. 

At the same time as steps were 
being taken to improve the prof-
itability of reinsurance under-
writing, however, there occurred 
some exceptionally serious losses. 
During 1985 there were a series of 
natural disasters, including the 
volcanic eruption in Colombia on 
13 November, which claimed over 
20 000 lives, and the Mexican earth-
quake on 19 September in which 
almost 10 000 people died and 
material damage was caused to a 
cost of hundreds of millions of 
dollars. 

In aviation, too, there were 
several unusally serious disasters, 
including the worst accident in 
aviation history so far involving 
one single aircraft, when a Japan 
Air Lines jumbo jet went out of 
control soon after take-off from 
Tokio and crashed into a moun-

tainside, killing altogether 520 
passengers. The second major 
disaster concerned a jumbo jet 
belonging to Air India, which was 
destroyed in the air and crashed 
into the Atlantic off the Irish 
coast, with a death toll of 329 
passengers and crew. 

1985 was also a bad year for 
satellite insurance. The most se-
rious loss here occurred on 12 Sep-
tember, when an Ariane rocket 
was destroyed during take-off in 
French Guiana; the compensation 
for the two satellites destroyed in 
the rocket's payload amounted to 
150 million dollars. The ex-
periences of underwriters in satel-
lite insurance have in fact been so 
consistently poor that it is becom-
ing virtually impossible to find in-
surance cover in this field. 

For several years now, Sam-
po has been adapting to the con-
ditions prevailing on the market. 
Incoming reinsurance treaties on 
which the results have been un-
satisfactory, or where it has been 
impossible to negotiate revised 
commissions or other treaty terms, 
have been cancelled. New treaties 
have only been accepted where 
the terms of the agreement are in 
complete conformity with the more 
stringent requirements now being 
imposed. This has inevitably 
meant a steady reduction in the 
size of the inwards portfolio. The 
figures presented in the accounts 
for premium income are however 
also significantly affected by other 
adverse factors: in particular, fluc-
tuations in the rates of exchange, 
and delays in the accounts issued 
by the ceding companies. 

Gross premium income on 
reinsurance assumed fell by 7.8 
per cent from the previous year's 

level, to FIM 612.5 million. Com-
missions amounted to FIM 168.1 
million, leaving a net premium 
income of FIM 444.4 million, a 
fall of 7.9 per cent from the 
previous year. This decline will 
continue in 1986. Claims paid 
rose, however, by 10.2 per cent, 
to reach FIM 407.8 million. 

No significant changes have 
occurred in the domestic reinsur-
ance portfolio. The gross pre-
mium income, at FIM 44.3 mil-
lion, was 3.4 per cent down on the 

previous year; commissions, 
however, fell by 19-9 per cent, to 
FIM 6.5 million, giving a net 
premium income of FIM 37.8 mil-
lion (an increase of 0.1 per cent). 
Compensation paid on domestic 
reinsurance assumed fell sharply, 
by 48.2 per cent, to a mere FIM 
15.8 million; this was due to the 
settlement on a marine cargo loss 
dating from 1981, on which Sam-
po now received a general average 
recovery of FIM 12 million. If this 
exceptional transaction is dis-

counted, the compensation outgo 
amounts to FIM 27.8 million, but 
even this represents a good result. 

For Sampo's own reinsurers, 
the result continued to be favour-
able. There were no major losses 
in Sampo's fire portfolio, with the 
result that reinsurance in this sec-
tor was profitable for our reinsur-
ers. Marine hull insurance brought 
them a loss, however, as did forest 
insurance, where the storms caused 
an exceptionally high claims ratio. 

One of the major disasters occurring during 1V85 was the Mexican earthquake, which measured 8.1 on the Richter scale, followed just over 
24 hours later b\ a second tremor, with an intensity of 6.5. The epicentre was located in the Pacific, about 200 km from the Mexican coast. 



THE INVESTMENTS UNIT 

The purpose of an insurance 
company's investments is to place 
the available capital in such a way 
as to obtain maximum return on 
investment and maximum securi-
ty, so as to guarantee the ability 
to meet future claims for compen-
sation. By means of careful invest-
ment operations, over a longer 
period it is also possible to reduce 
the level of premiums, or at least 
to reduce the pressure for increases 
in premium rates. 

Insurance companies' invest-
ments are mainly placed in credit 
loans, stocks and shares, and real 
estate. By maintaining a careful 
balance between the various forms 
of investment, it is possible to 
fulfil the companies' requirements 
for both security and profits des-
pite fluctuating economic condi-
tions. With the current low rate 
of inflation, for example, even 
credit loans provide real interest; 
but at other times, when inflation 

Sampo and Kaleva, distribution of 
investments, 1985 

Shares 8 % Loans 65 % 

Shareholdings 

Public companies Book value Sampo's 
(FIM) holding (%) 

A m e r - Y h t y m ä Oy 1 067 743.50 0.2 
Farmos-Yhtymä Oy 6 740 919.86 4.2 
Oy Fiskars A b 3 003 056.75 4 .0 
Oy Ford A b 295 206.95 0 .3 
H u h t a m ä k i Oy 17 189 677.98 4 .8 
In s t rumen ta r ium Oy 4 856 163.20 2.8 
Kajaani Oy 237 600 .— 0.2 
Kansall is-Osake-Pankki 9 634 571.51 0.5 
Oy Kaukas A b 3 194 691.38 1.0 
Kesko Oy 1 308 530.40 0.2 
Kone Oy 7 377 459 .70 1.1 
Kymi-S t römberg Oy 19 652 919.35 3.0 
Oy Lohja A b 4 337 861.98 1.8 
Metsälii ton Teollisuus Oy 2 105 029.27 0.5 
Oy Nokia A b 16 435 128.70 0 .9 
Oy Partek A b 13 384 786.35 3.9 
Vakuutusosakeyht iö Pohjola 725 243.50 0 .1 
Rauma-Repola Oy 28 460 503.80 2.8 
Oy W . Rosenlew A b 5 252 921.83 2.4 
Oy W i l h . Schauman A b 11 027 561.30 3.2 
G . A . Serlachius Oy 7 543 346.10 2.5 
SKOP-Rahoi tus Oy 999 900 .— 0.4 
Sponsor Oy 4 094 928.40 1.5 
Spontel Oy 10 000 000 .— 5.4 
Oy S tockmann A b 4 280 332.30 2.4 
Suomen Höyrylaiva Osakeyht iö 2 411 866.25 1.2 
Suomen Sokeri Oy 9 240 055 .60 2.6 
Suomen Trikoo Oy 558 977.06 2.0 
Suomen Yhdyspankki Oy 43 392 573.08 1.8 
SYP-Invest Oy 1 000 000 .— 0.7 
S u o m e n Yritysrahoitus Oy 3 000 000 .— 0.6 
Werne r Söderström Oy 2 467 496 .80 1.3 
Oy Wärtsi lä A b 215 433.85 0 .1 
Yhtynee t Paper i tehtaa t Oy 618 452.95 0.2 

246 110 939.70 

Other notable shareholdings 

Asko Oy 5 030 000 .— 7.9 
Expaco Oy 1 900 000 .— 3.6 
Karhu-Ti tan Oy 1 952 833.25 4'.9 
Lännen Teh taa t Oy 1 565 697.80 2.5 
Mancon Oy 13 626 000 .— 9.5 
Oy Patron A b 1 200 000 .— 10.9 
Perusyhtymä Oy 8 868 945.13 2.1 
Pikespo Oy 240 000 .— 2.5 
P o h j a n m a a Oy 220 933.95 2.3 
Sanoma Osakeyht iö 754 986.75 0 .6 
Suomen Teol l i suuden 
Vartiointi Oy 879 840 .— 15.0 
Teollistamisrahasto Oy 2 197 339.60 1.1 

38 436 576.48 
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This fine building, on Laivasillankatu in Helsinki, belongs to Sampo, and is now being com-
pletely renovated to provide housing, as a contribution to the drive to stop the city centre becoming 
an office wilderness. 

is higher, investments in the 
relatively inflation-resistant form 
of stocks and shares, and real 
estate, are necessary in order to 
maintain the value of the com-
pany's overall investment capital. 

At the end of the year, the 
total investment capital of Sam-
po, Kaleva and Tarmo combined 
amounted to FIM 3293 million. 
Net profits on investment were 
kept at the same level as in the 
preceding year, amounting to FIM 
386 million. The distribution of 
investment between the different 
forms was as follows: 

Loans 
The financial market in Fin-

land during 1985 was marked by 
a high base rate and a falling rate 
of inflation. The base rate was 
lowered by half a percentage point 
in February 1985; the callmoney 
interest rate, on the other hand, 
was reduced eleven times in all, 
until by the end of the year it was 
over three percentage points lower 
than it had been at the beginning 
of January. These steps led to a 
significant narrowing of the gap 
between the call money rate and 
the regulated rates, and would ap-
pear to have contributed to a fall-
off in the demand for credit loans 
from the insurance companies. 

Altogether the Sampo Group 
advanced loans during 1985 to the 
value of FIM 771 million, distri-
buted between real estate invest-
ment (51 per cent), capital invest-
ment in equipment and machine-
ry (20 per cent), and current cap-
ital needs (29 per cent). The total 
loans portfolio at the end of the 
year amounted to FIM 2009 mil-
lion, and the income on interest 
came to FIM 235 million. 

Stocks and Shares 

By September 1985, the fall 
in stock prices on the Finnish stock 
market, which had begun early in 
the preceding year, had come to 
a stop, and by December the aver-
age exchange price of shares had 
risen at least eight points above 
the level of twelve months earlier. 

Most of the investments in se-
curities by the Finnish insurance 
companies consist of holdings in 
public companies and Govern-
ment insurance bonds. The pur-
pose pf these stock holdings is to 
balance the risks in other forms of 
investment, and also to contribute 
to client companies' needs for cap-
ital. 

The Sampo Group carried on 
with its policy of more selective in-
vestment, e.g. continuing its re-
cent active interest in (develop-

ment companies. The book value 
of the securities at the end of the 
year came to FIM 574 million, and 
income from these investments 
amounted to FIM 68 million. 

Real Estate 
The main focus of real estate 

investment by the Sampo Group 
in recent years has been in busi-
ness premises in central locations. 
During 1985 FIM 110 million was 
invested in various properties. 

New projects completed dur-
ing the year included a new com-
mercial and office building in Jär-
venpää, and the complete renova-
tion of a building in Helsinki. 
Other projects still under con-
struction include sites in Vaasa, 
Hyvinkää, and Lahti, comprising 
altogether 175 000 cubic metres. 



STAFF AND INTERNAL SERVICES 

At the end of 1985, the total 
number of staff employed by the 
Sampo Group was 2750 persons. 
2314 of these (1509 women and 
805 men) were employed by Sam-
po Mutual; 177 by Kaleva Mutual 
Life (85 women and 92 men); and 
259 (195 women and 64 men) by 
Sampo Pensions. 1339 of the staff 
are employed at Head Office, and 
1261 in the various Zone Units, 
while the staff at the Helsinki Of-
fice includes 103 working on a 
variety of centralized services, and 
47 in the real estate office. 

Overall control for staffing 
questions has now been concen-
trated in a new Personnel Manage-
ment Department, set up on 1 
February 1985, which is respon-
sible for the co-ordination of staff 
policy both between and within 
the various Units of the Group. 
Executive responsibility for hiring, 

salaries, staff services, and in-
service training is dealt with by 
special divisions working under 
the Personnel Management De-
partment. 

At the same time, authority 
for personnel management has al-
so been decentralized so as to per-
mit each of the Zone Units inde-
pendently to apply the principles 
established for the Group's staff 
policies. 

In order to provide a better 
basis for the salary scales of both 
sales and executive staff in the 
Zone Units, an internal com-
parability study project has been 
initiated to look into the demands 
set on each post. This is being 
matched by the updating of the 
job descriptions for the staff, with 
a view to providing both manage-
ment and the staff themselves 
with a clearer definition of tasks. 

The demands imposed on 

the staff of insurance companies 
have risen enormously in recent 
years. With the continuous inten-
sification of competition between 
rival insurers, the provision of a 
high standard of service has taken 
on increased importance. At the 
same time, insurance policies have 
become increasingly complex 
systems of integrated insurance 
cover, and the ability to explain 
these to the client requires both 
extensive familiarity with detail 
and also skill at presentation. 
Consequently, a great deal of at-
tention has been paid in the Sam-
po Group to providing adequate 
training. 

During 1985, the average 
length of in-service training per 
member of staff was five days. 
The main topics covered includ-
ed data processing, quality of serv-
ice, sales training, and manage-
ment skills. 26 of the staff passed 

Sampo Group, Permanent Staff 
by years of service 
1 I men 1 1 women 
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years of service 
26 

the Insurance Diploma, and seven 
the Advanced Insurance Diplo-
ma; altogether 1026 of the staff 
employed by the Sampo Group 
have now passed the Diploma. 

A high level of information 
is an extremely important factor 
in all the fields of operation of an 
insurance company, but what is 
also of increasing importance is 
the business mentality often de-
scribed as 'a client-centred ap-
proach'. In the service industries, 
where the product proper is not 
something tangible, the staff 
themselves become in effect a part 
of the product being sold. 

The insurance sector, how-
ever, presents even greater prob-
lems, for the nature of the policies 
being sold, and the conditions 
and regulations governing them, 
are frequently experienced by 
clients as obscure. When a loss oc-
curs, moreover, irrespective of the 
scale involved, it represents for the 
client a personal loss, which pro-
vokes emotional reactions. A 
client-centred approach is thus ab-
solutely vital for an insurance 
company, both in its attitudes and 
in its organization. The structure 
of the Sampo Group is now en-
tirely built on client-centred prin-
ciples, and this can be seen, for 
instance, in the 'contact person' 
system, which enables clients deal-
ing with their insurance affairs 
always to turn to a specific, named 
person. 

Data Processing and Financial 
Control Systems 

1985 saw radical changes in 
Data Processing Services, with 
both internal reorganization, and 
the appointment of new staff to 

During his episcopal visitation of the parish of Turku Cathedral in October, the Archbishop 
of Turku, the Rt Revd John Vikström, visited the Sampo Group's Head Office, where he was 
introduced to the Group's operations and met representatives of various groups of the staff. 

Increasingly, in-service training involves the use of computer terminals, which have nowadays 
become part of the essential equipment in negotiations. Here, a training session is also being 
taped on video for subsequent analysis. 



key positions. Pressures were also 
created by organizational changes 
elsewhere in the Group. 

Part of the expertise former-
ly provided by Systems Services on 
a centralized basis has also now 
been decentralized to the final 
users. 

The facilities at Data Process-
ing Services were significantly im-
proved in March by the installa-
tion of a new central computer 
and a large-scale laser printer. The 
Group's former central computer 
was donated to the University of 
Turku. The capacity needs of the 
central computer increased during 
the year by 38.5 per cent, mainly 
due to the decentralization of the 
processing of policies and a fur-
ther increase in the number of ter-
minals. By the end of the year, 
there were altogether 1257 ter-
minals in the network, and 18 
personal computers in use. Data 
lines have also been added as 
needed. 

Several new systems were ini-
tiated during the year. The largest 
of these was necessitated by the 
new life policy, Optimi, and work 
continued throughout the year on 
improving various aspects of this. 
New links and other systems were 
established as they became avail-
able in the system handling clients' 
files and financial transactions. 

At Accounting Services, the 
main focus during the past year 
has been on the employees' pen-
sions scheme. Work had begun 
the previous year on incorporating 
pensions insurance information 
into the Group's operational con-
trol system, and this task took on 
added urgency following the merg-
er of Kalervo Pensions with Sam-
po Pensions. An on-line financial 
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In the designing or presentation of data systems, the entire wall can be used as a practical 
and effective workboard. 

control system was also selected as 
the best channel for the distribu-
tion of operational reports, with 
the addition of some special ap-
plications mainly serving the needs 
of the marketing Units. 

The internal organization at 
Accounting Services was also re-
vised in conjunction with the re-
organization of field management, 
when responsibility for the op-
erating systems used in the field, 
together with the staff handling 
these, was transferred to Account-
ing Services. This led to the estab-
lishment within the unit in the 
autumn of a new systems division, 
following the creation in June of a 
new payments system division. 

The universities are chronically short of adequate computer equipment, but the situation 
at the University of Turku has improved radically with the donation by the Sampo Group of 
a mainframe computer capable of handling the needs of up to 5000 students and research workers. 
On the left, Sampo's Managing Director, Antti Kataja, accompanied by Pauli Ikäheimo, and on 
the right the Rector of the University, Professor Arje Scheinin. 



STATISTICAL FACTS 

Share of the Finnish insurance market held by 
Sampo and Kaleva, in terms of p r e m i u m income 
by classes of insurance, 1984 

Sampo G r o u p Staff: 
Geographical dis tr ibut ion, Dec. 31, 1985 
m m e n • women 

Northern Finland Zone 

• Head Office 
Men 369 
Women 781 

• Internal 
Helsinki 
Office 
m e n 26 
women 77 

Sampo Pensions 
m e n 53 
women 183 
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Sampo and Kaleva technical reserves 1981—1985 
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Sampo and Kaleva, absolute n u m b e r of losses 
reported, by class of insurance, 1985 
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Sampo and Kaleva p r e m i u m income, 
by class of insurance, 1985 

Motor Third Party 15-3 

Motor Hull 9.4 

Workmen's 
Compensation 15-3 

Sampo and Kaleva claims paid , 
by class of insurance, 1985 

Motor Third Party 15.0 Workmen's 
Compensation 12.0 
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SAMPO HOLDINGS AND SUBSIDIARIES 

Domestic 

Kaleva Mutual Insurance Company 
1977 
100.0 % 

Risk Management Ltd 
1980 
100.0 % 

Tarmo Life Assurance Company Ltd 
1976 
99-9 % 

Turva Insurance Company Ltd 
1950 
99.9 % 

Sampo Pensions Insurance Company Ltd 
1983 
95.0 % 

Vastuu Reinsurance Company Ltd 
1942 
88.2 % 

Palonvara Mutual Insurance Company 
1979 
66.7 % 

Otso Loss of Profits Insurance Company Ltd 
1939 
25.0 % 

Varma Reinsurance Company Ltd 
1919 
20.0 % 

Foreign 

Sampo Insurance Company (U.K.) Limited, 
London 
1976 
100.0 % 

The Copenhagen Reinsurance Company Ltd 
1968 
24.6 % 

Nordimex S.A., Mexico City 
1978 
20.0 % 

Communi ty Reinsurance Corporation 
Limited, London 
1972 
15.5 % 

Paladin Reinsurance Corporation, 
New York 
1980 
10.0 % 

Syndicate and Corporate 
Management Services, 
Inc., New York 

Unina Insurance Company Limited, 
Bermuda 
1980 
5.3 % 

The 1792 Company, New York 
Insurance Exchange, New York 

IN A Trading Corporation, 
Bermuda 

The dates in the above table refer to the first 
acquisition of holdings or guarantee capital in each 
company, and the percentages to the current size 
of Sampo's holding. The guarantee capital for 
Kaleva has been put up jointly by Sampo with Risk 
Management Ltd, Tarmo Life, Turva, and Vastuu. 
One fifth of the shares in Varma Re are held by 
Kaleva and Tarmo Life. The share capital of Sam-

po Pensions is owned by Sampo Mutual (85.03 %) 
and Kaleva Mutual (9-97 %). Sampo Pensions 
does not belong to the Sampo group of companies. 

The companies listed below the names of 
Sampo's foreign holdings and subsidiaries are 
responsible for these companies' administration or 
for their underwriting. 

SAMPO REPORT FOR THE YEAR 1985 

Overall Economic Trends 

The international economy 
began to show signs during 1985 
of an impending recession, with 
growth slowing down in many in-
dustrial countries, although the 
overall rate of growth in the 
OECD countries still reached 3 
per cent. 

In Finland, overall produc-
tion rose by approximately three 
per cent, with the fastest rate of 
growth occurring in the engineer-
ing industry. Other successful 
fields included telecommunica-
tions, finance, and real estate and 
business services. Overall produc-
tion in the forest industries, how-
ever, remained at virtually the same 
level as in the year before, main-
ly due to a serious fall in produc-
tion in the woodworking industry. 

The main stimulus for expan-
sion in the Finnish economy was 
growth in domestic demand. There 
was a real rise in personal incomes, 
and private consumption increas-
ed by approximately three per 
cent, while public consumption 
increased slightly faster. 

Capital investment grew more 
slowly than had been predicted, 
mainly owing not only to high 
levels of interest, but also to 
uncertainty about overall eco-
nomic trends; nonetheless, invest-
ment in fixed assets grew by about 
three per cent, the main objects 
of investment continuing to be 
machinery and equipment. 

The fall in the exchange rate 
for the US dollar, and the prevail-
ing low price of crude oil, both 
contributed to a fall in the value 
of Finnish imports from the USSR 

(which largely consist of crude 
oil); consequently, since Finnish-
Soviet trade operates on a basis of 
reciprocal balance, the prospects 
for exports to the Eastern bloc 
weakened, despite an expansion 
from the preceding year of almost 
ten per cent. The weakening eco-
nomic trends in the advanced in-
dustrialized countries in the West, 
coupled with a weakening in Fin-
land's price-competitiveness, led 
to the increase in Western trade 
remaining at a mere 1.5 per cent. 
In view or the rapid expansion of 
imports of capital assets, and in 
particular of consumer durables, 
the Finnish balance of current 
payments for the year was in def-
icit to the value of FIM 4 billion, 
whereas a year before it had been 
in balance. 

Despite an easing in the rise 
of consumer prices, the Finnish rate 
of inflation remained higher than 
that in many competitor coun-
tries. The mean increase in the 
cost of living, as measured on the 
consumer prices index, was 5.9 
per cent. A surplus of manpower 
in the economy brought the un-
employment rate up to 6.3 per 
cent. 

In response to the slowing rate 
of inflation, the Bank of Finland 
began to bring down its interest 
rates, both the base rate and the 
call money interest rate; the lat-
ter was reduced in the course of 
the year by 3.1 per centage points 
in all, while the base rate was 
reduced in February by half a 
percentage point, and a decision 
was taken at the end of the year 
to reduce this further from the 
beginning of 1986 to 8.5 per cent. 

Despite these reductions, 
nonetheless, the real rates of in-
terest applying to credit loans and 
to some classes of deposits remain-
ed high in international terms. 

Non-Life Insurance in Finland 

In the first half of the year, 
non-life underwriting on the do-
mestic market continued to show 
a favourable rate of increase in 
premium income, but this slowed 
down sharply towards the end of 
the year. The overall non-life 
premium income for the year 
amounted to FIM 6.2 billion, 
representing an increase of around 
ten per cent. 

The encouraging decline in 
losses meant that the claims ratio 
on direct underwriting improved 
slightly from the previous year's 
figure, but it is still unsatisfactory. 

Preliminary figures indicate 
that the rise in administrative ex-
penses was once again, as in 1984, 
slightly lower than that in pre-
mium income. 

A gradual improvement in 
the result on non-life insurance 
business, which had begun a year 
earlier, has continued, although 
at a lower rate than expected. 

Premium income on work-
men's compensation insurance 
amounted to FIM 1345 million, 
i.e. approximately 11 per cent 
more than in the preceding year; 
this compares with an overall rise 
of 10.5 per cent in the national 
wages bill. There was a five per 
cent fall in the number of indus-
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trial accidents and occupational 
diseases confirmed, although this 
included a total of 98 fatal ac-
cidents, compared with only 89 
the year before. 

The increase of 11.3 per cent 
in the premium income from mo-
tor third-party cover was influen-
ced both by increased premium 
rates introduced at the beginning 
of the year, and by a rapid expan-
sion in the number or registered 
vehicles. There was a record num-
ber of 138 000 registrations of new 
vehicles, which is ten per cent more 
than previously. The number of 
road accidents reported to the in-
surance companies, however, in-
creased by only three per cent. 
There was also an increase in the 
number of serious accidents, and 
the death toll rose from 513 in the 
previous year to 518. 

On motor hull insurance, 
there was an even larger increase, 
of 14.5 per cent. The main reason 
for this was the expansion in the 
number of new vehicles 
registered. The number of losses 
on vehicles covered by motor hull 
insurance rose by nearly 16 per 
cent. 

On fire and comprehensive 
insurance underwriting, there was 
a rise in premium income of 
around eight per cent, with a par-
ticularly discouraging trend in the 
occurrence of major fires; the 
number of fires occasioning claims 
for compensation in excess of a 
million Finnmarks now came to 
58. 

On cargo insurance, there 
was a fall in premium income of 
just over five per cent, matched by 
a fall on marine hull underwrit-

ing, which reflect the cutbacks in 
the Finnish merchant fleet. 

Most of the Finnish insur-
ance companies have continued 
with their cautious policies in 
regard to accepting international 
reinsurance. The long-awaited im-
provement in the market situation 
in reinsurance has now, it is 
thought, begun, although its im-
pact is not as yet visible in the 
companies' accounts. 

At the end of 1985, a Bill was 
prepared for Parliament embod-
ying the Government's proposals 
for a revision of the legislation gov-
erning life, pension, and accident 
insurance. The new Bill would 
impose stricter requirements on 
the insurance companies in terms 
of the provision of information, 
and would restrict the right to ter-
minate a policy or amend the 
terms of insurance. It would also 
lay down more precise stipulations 
defining the commencement of 
the insurance company's liability 
and regulating the payment of 
compensation. 

Sampo Operations 
The Overall State of Underwriting 

Sampo's total premium in-
come for the year amounted to 
FIM 1765.4 million, representing 
an increase of FIM 114.5 million, 
or 6.9 per cent, over the previous 
year. 

Turnover reached FIM 2124.8 
million, which is an increase of 
5.8 per cent. 

Compensation payments rose 
by 6.0 per cent from the previous 

year, to reach FIM 1297.7 million. 
The change in the Outstanding 
Claims Reserve (excluding the 
Equalization Reserve) came to 
FIM 234.9 million, bringing the 
Reserve by the end of the year to 
FIM 1857.6 million. 

There was a reduction of FIM 
33.5 million on the Equalization 
Reserve proper; at the end of the 
year, this amounted to FIM 733.3 
million. Total claims incurred, in-
corporating not only actual claims 
paid but also the changes in both 
the Outstanding Claims Reserve 
and the Equalization Reserve, 
amounted to FIM 1499-2 million, 
representing a fall of 0.5 per cent. 

The profit balance of insur-
ance business (subject to random 
fluctuation, i.e. prior to the trans-
fer to the Equalization Reserve) 
reached FIM 30.8 million. The 
apparent fall from the 1984 prof-
it of FIM 124.7 million is in fact 
misleading, since nearly half of 
the previous year's figure arose 
from the impact of changes in ac-
tuarial procedures. The true bal-
ance of business on direct under-
writing showed a marked im-
provement over the result for the 
preceding year, although the tech-
nical result on international rein-
surance business assumed contin-
ued to be disappointing. Other 
factors contributing to a poorer 
balance of business included 
unexpectedly high administrative 
expenses, and a disappointing fi-
nal balance on investment opera-
tions. Nevertheless, the final Oper-
ating Margin rose from the pre-
vious year's figure of FIM 41.5 
million, to reach FIM 64.4 million 
for 1985. 
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Direct Underwriting 
Premium Income 

Premium income on direct 
underwriting amounted to FIM 
1321.0 million. Premium income 
rose by 13.1 per cent, which is ap-
proximately seven percentage 
points higher than the rate of in-
flation as measured on the Finnish 
consumer prices index. The fact 
that this increase was also clearly 
larger than that for Finnish insur-
ance companies overall reflects a 
continued expansion of Sampo's 
share of the Finnish insurance 
market. 

Measured by premium in-
come, the largest class of in-
surance in the Sampo portfolio 
was workmen's compensation, 
with a total premium income of 
FIM 300.6 million, including a 
rise of 13.5 per cent over the 
preceding year. 

On motor third-party insur-
ance, premium income amounted 
to almost 300 million marks; the 
rate of increase here was 12.9 per 
cent, which is distinctly higher 
than the overall mean rate. At the 
end of the year, the Sampo motor 
third-party portfolio (exlcuding 
moped policies) comprised a total 
of 558 419 policies, a figure 4.2 
per cent higher than in 1984. 

The number of motor hull 
policies was 353 954, which was 
5.1 per cent more than a year pre-
viously. The rate of increase in 
premium income on this class of 
insurance, 13.9 per cent, was al-
most identical with that in 1984, 
and the overall premium income 
figure came to FIM 185.3 million. 

On fire and comprehensive 

insurance, premium income total-
led FIM 301.4 million, which was 
11.7 per cent more than in the 
preceding year. The rapid expan-
sion in comprehensive insurance 
policies is a reflection of clients' 
preference for concentrating their 
insurance cover within an inte-
grated package, as can be seen in 
the continuing popularity of the 
Sampo Agreement. 66 921 new 
Agreements were drawn up in the 
course of the year, and the 
number of Agreements in force at 
the end of the year stood at 
256 188, generating a combined 
premium income of FIM 542.3 
million, i.e. 36.2 per cent more 
than during the previous year. 

There was also a rapid rate of 
increase, 19-3 per cent, on the 
premium income obtained from 
cargo insurance, which amounted 
to FIM 67.8 million. Marine hull 
underwriting, however, reflected 
the prevailing situation in this 
class of insurance, showing a con-
traction of around 11 per cent from 
the preceding year, with a final to-
tal figure of just under FIM 20 
million. 

There was a sharp fall from 
the previous year in the rate of ex-
pansion in premium income on 
personal accident insurance, al-
though growth continued to be 
faster here than for direct under-
writing overall. The final figure 
for premium income came to FIM 
71.3 million. In particular, the rap-
id expansion in young persons' 
policies continued. 

On liability insurance, the 
growth in premium income came 
to only 1.3 per cent, and the 
smaller classes of insurance 

displayed a wide variation in pat-
terns of development; their 
overall compined premium in-
come grew by 29.2 per cent. 

Claims Outgo 
Compensation paid under di-

rect underwriting amounted to 
FIM 874.2 million; this represents 
an increase of 6.1 per cent in com-
parison with the preceding year. 
The change in the Outstanding 
Claims Reserve (including adjust-
ments to the Equalization Re-
serve) came to FIM 135.7 million, 
as against FIM 121.6 million a 
year previously. The total claims 
incurred thus amounted to FIM 
1009 9 million, comprising a rise 
of 6.8 per cent from the year 
before. As a consequence or an 
encouraging decline in the vo-
lume of claims, the claims ratio 
for direct underwriting overall 
thus improved from the preceding 
financial year, despite an increase 
of 62.2 per cent in the actual 
number of new claims reported, 
to 402 344, over half of these be-
ing made under young persons' 
policy cover. 

The claims outgo on work-
men's compensation insurance 
amounted to FIM 232.7 million, 
which is a mere 1.1 per cent more 
than in the previous year. There 
was actually a fall of 4.1 per cent 
in the number of cases reported 
to Sampo, to 40 222. There were 
27 fatal accidents recorded. The 
encouraging trend in the volume 
of claims meant an improvement 
in the claims ratio for this class, 
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bringing it to the same level as the 
mean for direct underwriting over-
all. 

There was also an improve-
ment in the claims ratio on motor 
third-party insurance, though it 
was still poorer than the mean 
ratio for direct underwriting in 
general. The number of losses re-
ported to Sampo rose by only 4.2 
per cent, reaching 28 356. The 
number of fatal accidents for 
which Sampo paid out compen-
sation rose oy ten from 1984, to 
the figure of 123. 

The compensation outgo on 
motor hull insurance, by contrast, 
rose faster than the increase in 
premium income, leading to a de-
terioration in the claims ratio. The 
number of losses reported to Sam-
po came to 27 225, which is 19-2 
per cent more than in the previous 
year, and compares unfavourably 
with the national rate of increase 
of 16 per cent. 

A slight deterioration also oc-
curred in the claims ratio for fire 
and comprehensive insurance. Al-
together Sampo received claims in 
excess of a million Finnmarks for 
seventeen fires in the course of the 
year. 

On cargo insurance, on the 
other hand, there was a marked 
improvement in the claims ratio 
in comparison with the year be-
fore, when the largest marine car-
go loss ever met by Sampo had 
more than doubled the compen-
sation outgo in this class of insur-
ance. This year there were major 
claims under marine hull insur-
ance cover relating to damage to 
ships' machinery, which increas-
ed the compensation outgo, and 

since premium income also con-
tracted, the claims ratio deteriorated 
considerably in this class. 
Compensation outgo grew signi-
ficantly for personal accident in-
surance, leading to a further de-
terioration in the claims ratio. 
There was a particularly serious in-
crease in the compensation outgo 
on young person's insurance. 
Claims made under liability insur-
ance reached a higher level than 
in the preceding year, adversely 
affecting the claims ratio, and the 
combined claims ratio for the re-
maining miscellaneous classes of 
insurance also showed a deteriora-
tion. 

Reinsurance 

The gross premium income 
on reinsurance assumed was FIM 
612.5 million. After deduction of 
the commissions, amounting to 
FIM 168.1 million, net premium 
income amounted to FIM 444.4 
million, which is 7.9 per cent 
lower than the figure for the 
preceding year. 

Net premium income on for-
eign business reached FIM 406.6 
million, representing a fall of 8.6 
per cent. The net figure for pre-
mium income on domestic busi-
ness assumed came to the same as 
in the previous year, i.e. FIM 37.8 
million. 

Claims paid rose by 5.7 per 
cent, to a figure of FIM 423.5 mil-
lion. The technical underwriting 
result for foreign business was once 
again poor, whereas that for 
domestic business continued to be 
good. 

The net premiums paid to 
Sampo's own reinsurers continued 
to contract, to FIM 72.4 million. 
This now represents only 4.1 per 
cent of the Company's overall 
premium income. Compensation 
paid by our reinsurers amounted 
to no more than FIM 27.7 mil-
lion, representing a favourable 
result from their point of view. 

Investments 

Gross income from invest-
ments amounted to FIM 359.4 
million, incorporating an in-
crease of 0.8 per cent. 

Income from interest rose by 
8.3 per cent, to reach FIM 212.1 
million, the fastest rate of increase 
occurring on short-term credit. In-
come from dividends came to FIM 
22.8 million, which represents an 
increase of 4.1 per cent; and on 
real estate, income rose by 8.9 per 
cent, to reach FIM 103.2 million. 

Profits from sales of real es-
tate fell to FIM 16.0 million, i.e. 
less than half the figure for the 
previous year. Losses arising from 
fluctuations in currencies, espe-
cially the decline of the US dollar, 
came to FIM 9.6 million, and the 
overall net income on investments 
declined by 8.6 per cent, to FIM 
264.9 million. 

The book value of invest-
ments rose by 2.3 per cent, reach-
ing FIM 2172.6 million. The vol-
ume of the credit-granted port-
folio at the end of the year 
amounted to FIM 1413.7 million, 
the book value of securities to FIM 
235.8 million, and real estate to 
FIM 477.3 million. There were 
two building projects under con-
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struction during the year, com-
prising a combined volume of 
69 930 cubic metres and a com-
bined floor area of 17 475 square 
metres. The total capacity of the 
Company's real estate at the end 
of the year amounted to approx-
imately 1 430 000 cubic metres. 

Administrative Expenses 
The administrative expenses 

for the year, before the transfer to 
the Pensions Fund, amounted to 
FIM 392.3 million, i.e. 11.9 per 
cent higher than in the year pre-
ceding. The transfer to the Pen-
sions Fund this year came to FIM 
9.0 million; in the previous year, 
no transfer was made. The pen-
sions liability of the Sampo Group 
Pensions Fund now amounts to 
FIM 296.3 million, of which 74.5 
per cent is currently covered. 

The growth in administra-
tive expenses discounting the Pen-
sions Fund transfer remained once 
more at a lower level than the rate 
of expansion in premium income 
from direct underwriting. None-
theless, the targets set for easing 
the burden of administrative ex-
penses were not entirely met, due 
in part to the development of new 
data systems, and also to larger in-
creases in the number of staff than 
had been predicted. There was al-
so intensive attention paid to 
marketing. 

Eleven Sampo offices were re-
novated, or moved to new prem-
ises, during the year. 

The average total of staff 
employed by Sampo during this 
year came to 2066. 

Salaries and commissions, 
including the value of fringe be-
nefits, totalled HM 186 623 100.23, 
the combined remuneration for 
executive staff amounting to FIM 
778 522.00, and that for non-execu-
tive staff to FIM 185 844 578.23. 

Balance for the Year 
The Income Statement shows 

a profit for the year of FIM 
9 719 761.27. 

The depreciation entered 
against investments and fixed as-
sets was FIM 39-0 million (the max-
imum depreciation permitted un-
der the terms of the Taxation of 
Businesses Act would have been 
FIM 64.9 million). 

There is still no cause for 
complacency in Sampo's balance 
for the year. The Equalization Re-
serve stood at the end of the year 
at FIM 733.3 million, which is 
42.6 per cent of the Full Amount, 
and compares with the figure of 
46.2 per cent a year before. Sam-
po's level of solvency remained 
high. 

The final figure on the Bal-
ance Sheet is FIM 3924.6 million, 
incorporating an increase of FIM 
230.4 million, or 6.2 per cent. 

The Sampo Companies 
On 31 December 1985, the 

Sampo companies consisted of the 
parent company, Sampo Mutual 
Insurance Company; the Finnish 
subsidiaries Tarmo Life Assurance 

Company Ltd and Risk Manage-
ment Ltd; the British subsidiaries 
Sampo Insurance Company (U.K.) 
Ltd and Sampo Finlandia Ltd; 
and a total of twenty real estate 
companies in Finland. During 
1985 Sampo acquired one new 
real estate company. 

Sampo Pensions Insurance 
Company Ltd does not juridical-
ly belong to this grouping as de-
fined under Finnish legislation, 
nor may Sampo and Kaleva juri-
dically belong to the same group-
ing or companies, since both are 
mutual companies and under Fin-
nish law a mutual company may 
only function in the capacity of a 
parent company, not a subsidiary, 
within a juridical group of com-
panies. 

In the accounts for the Sam-
po companies, shareholdings by 
one member company in another 
have been eliminated, and tran-
sactions, debits, and credits within 
the grouping have been dis-
counted. Figures referring to the 
overseas subsidiaries have been 
converted into Finnmarks at the 
official buying rate valid on the 
day of closure of the accounts. 

The total staff employed by 
the Sampo companies during 
1985 averaged 2078 persons. 

The salaries and commis-
sions, including fringe benefits, 
totalled FIM 188 755 256.62 
(comprising FIM 1 372 608.00 for 
executive and FIM 187 382 648.62 
for non-executive staff). 

The Capital and Free 
Reserves amounted to FIM 
109 62 5 211.97, of which the sum 
of FIM 9 120 830.11 represents 
the profit for the financial year. 



Proposals by the Board for 
the Disposal of Profit 

The Board of Directors pro-
poses that the profit for the year 
for Sampo Mutual, amounting to 
FIM 9 719 761.27, together with 
the undistributed profit from the 
preceding financial year, amount-
ing to FIM 178 131.87, thus to-
talling FIM 9 897 893.14, be dis-
tributed in the following manner: 

To be transferred 
to the Security 
Reserve 
To be used at 
the discretion of 
the Board for 
purposes of 
public utility 
To be retained on 
the Profit and 
Loss Account 

FIM 9 500 000.00 

FIM 300 000.00 

FIM 97 893.14 

FIM 9 897 893.14 

Administration 
At the Annual General Meeting 
resignations from the Supervisory 
Board were tendered by E. H. 
Kestilä, Gunnar Korhonen, Tep-
po Korte, Pertti Niemistö, Reino 
Salo, Håkan Smeds, and Alf Tilg-
mann. Three new members were 
elected in their place: Sten-Olof 
Hansen, Kurt Lindholm, and Ah-
ti Sirkiä. No changes were made 
in the composition of the Board 
of Directors. 

Turku, 24 March 1986 
SAMPO MUTUAL INSURANCE COMPANY 

The Board of Directors 

Heikki Löyttyniemi 
Chairman 

Matti Ali-Melkkilä 

f~? — «•> 

Markku Mikkola Antti Kataja v 
Managing Director 
Vice Chairman 
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SAMPO INCOME STATEMENT 
YEAR ENDED DECEMBER 31,1985 

1985 1984 

Premium Income © „ 
Direct Underwrit ing + 1 320 965 711.92 + 1 168 090 202.37 
Reinsurance A s s u m e d : : : : : + 444 398 748.31 + 482 750 327.76 

Uncollectable Premiums © 

Investment Income 
Income 
Outgo 

Change in Unearned Premiums Reserve © 

Gross Income 

Claims Incurred © 
Claims Paid 
Change in Outs tanding Claims Reserve. 
Change in Equalization Reserve 

Gross Margin 

Reinsurance Ceded © 
Premium Income 
Change in Unearned Premiums Reserve. 
Claims Paid 
Change in Outs tanding Claims Reserve. 

Retained Gross Margin 
Administrative Expenses 

Salaries and Commissions 
Social Expenses 
Other Administrative Expenses. 

Operating Margin 

Depreciation of 
Investments 
Fixed Assests. . . 

Business Profit 

Other Income © 
Change in Allowance for 

Possible Credit Losses 
Technical Depreciation of Investments 

Taxes • • — 2 7 0 2 2 569-25 
Charged to Security Reserve + 4 800 000.00 

Profit for the Year 

Ringed numbers in the text refer to notes on pages 44 and 45. 

+ 1 765 364 460.23 + 1 650 840 530.13 

— 11 707 332.89 7 912 282.52 

+ 359 436 369.78 
— 94 526 335.11 
+ 264 910 034.67 

+ 356 593 570.21 
— 66 899 392.73 
+ 289 694 177.48 

— 15 972 225.00 44 966 375.00 

+ 2 002 594 937.01 + 1 887 656 050.09 

— 1 297 741 306.42 
— 234 931 942.00 
+ 33 507 126.00 

— 1 224 169 371.29 
— 199 043 628.00 
— 83 172 342.00 

— 1 499 166 122.42 — 1 506 385 341.29 

+ 503 428 814.59 + 381 270 708.80 

— 72 420 840.03 
18 637.00 

+ 27 659 282.54 
+ 6 968 333.00 

— 37 811 861.49 

— 76 486 306.00 
1 084 672.00 

+ 97 486 882.89 
9 001 492.00 

+ 10 914 412.89 

+ 465 616 953.10 + 392 185 121.69 

— 208 368 462.39 
43 671 200.68 

— 149 223 728.60 
— 401 263 391.67 

— 188 549 257.74 
— 31 620 249.96 
— 130 471 766.73 
— 350 641 274.43 

+ 64 353 561.43 + 41 543 847.26 

— 20 314 659.92 
— 18 681 575.98 

— 20 385 660.42 
— , 8 689 406.04 

— 38 996 235.90 — 29 075 066.46 

+ 25 357 325.53 + 12 468 780.80 

+ 14 585 004.99 + 12 103 429.48 

8 000 000.00 
+ 2 600 000.00 

— 22 222 569.25 17 773 613.15 

FIM + 9 719 761.27 + 9 398 597.13 
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SAMPO APPENDICES 

Analysis of Premium Income 

Direct Underwriting 
Motor Hull Insurance 185 297 977.47 162 741 163-49 
Motor Third Party Insurance 299 981 767.46 265 669 121.29 
Fire Insurance 101 156 515.61 99 203 334.35 
Comprehensive policies 200 215 399-91 170 487 194.18 
Workmen 's Compensation Insurance 300 603 653-73 264 877 331.50 
Marine Insurance 92 101 766.61 82 464 854.72 
Other Classes of Insurance© 141 608 631.13 122 647 202.84 

Total, Direct Underwriting 1 320 965 711.92 1 168 090 202.37 

Reinsurance Assumed 
Domestic Business, Gross 44 324 243.64 45 893 919-12 
Commissions — 6 502 705.75 — 8 114 177.23 
Domestic Business, Net 37 821 537.89 37 779 741.89 

Foreign Business, Gross 568 224 439-06 618 721 785.54 
Commissions - 1 6 1 647 228.64 - 1 7 3 751 199-67 
Foreign Business, Net 406 577 210.42 444 970 585.87 

Net Total, Reinsurance Assumed 444 398 748.31 482 750 327.76 

Reinsurance Ceded 
Premiums Gross 94 520 332.03 106 527 232.22 
Commissions — 22 099 492.00 — 30 040 926.22 
Premiums Net 72 420 840.03 76 486 306.00 

Analysis of Transferred Charges ® 
Premium Tax 172 247 055.00 153 460 921.00 
Fire Brigade Charges 5 678 869.57 5 366 718.59 
Traffic Safety Payments 4 714 493.'00 4 389 676.00 
Industrial Safety Charges 6 042 797.95 5 345 966.20 
Payment under 58 §, Employment Accidents Insurance Act 1 359 629-55 1 871 088.20 

190 042 845.07 170 434 369-99 

Analysis of Investment Income 

Income 
Interest 212 068 888.57 195 751 881.61 
Dividends 22 777 874.18 21 874 840.26 
Income on Real Estate 93 278 243.45 85 428 676.93 
Income on Shares in Real Estate 9 904 372.35 9 331 831.55 
Exchange Profits 1 693 899-14 10 424 443.20 
Sales Profits 16 045 964.61 33 781 896.66 
Other Income 3 667 127.48 — 

359 436 369.78 356 593 570.21 
Outgo 

Interest 45 730 322.09 34 204 966.07 
Outgo on Real Estate 31 551 075.25 24 706 788.91 
Outgo on Shares in Real Estate 4 659 915.89 4 196 663-46 
Exchange Losses 9 561 938.68 3 735 763-29 
Other Outgo 3 023 083.20 55 211.00 

94 526 335.11 66 899 392.73 

Net Investment Income FIM 264 910 034.67 289 694 177.48 

40 Ringed numbers in the text 

1985 1984 

Statement of Changes in Financial Position 

Source of Funds 
Operating Margin 
Other Income and Expenses (net) 
Change in Technical Reserves 
Change in Other Current Liabilities. . . 
Changes in Capital and Free Reserves. . 

Application of Funds 
Change in Current Assets. 
Change in Investments. . . 
Change in Fixed Assets. . . 
Profits (Taxes) 

Insurance Result © 
Net Premiums Earned 
+ Investment Income 
. / .Claims Incurred (exel Change in Equalization Reserve). 
. / .Administrat ive Expenses 
Gain Subject to Random Fluctuation 
. / .Change in Equalization Reserve 
. / .Change in Buffer Reserve 

Trading Profit 

Solvency Trends © 
Year 

+ 64 353 561.43 + 41 543 847.26 
+ 14 585 004.99 + 12 103 429-48 
+ 217 397 041.00 + 327 182 345.00 
+ 805 506.10 — 99 393 817.50 

— 4 800 000.00 + 10 000 000.00 
+ 292 341 113.52 + 291 435 804.24 

+ 95 483 816.62 + 194 548 636.01 
+ 68 732 124.58 + 8 747 503.35 
+ 105 602 603.07 + 69 391 051.73 
+ 22 522 569.25 + 18 748 613.15 
+ 292 341 113.52 + 291 435 804.24 

+ 1 665 245 425.31 + 1 520 390 894.61 
+ 264 910 034.67 + 289 694 177.48 

— 1 498 045 632.88 — 1 334 727 608.40 
401 263 391-67 350 641 274.43 

+ 30 846 435.43 + 124 716 189.26 
+ 38 783 559-00 83 290 490.00 

5 276 433.00 + 118 148.00 
+ 64 353 561.43 + 41 543 847.26 

1982 
1983 
1984 
1985 

Equalization Reserve 
Dec, 31 

753 825 779.00 
688 774 997.00 
772 065 487.00 
733 281 928.00 

% 

Changes in Capital and Free Reserves 
Guarantee Capital January 1, 1985 
Capital Stock January 1, 1985 

Security Reserve January 1, 1985 
Transferred from Profit and Loss 

Account of Previous Year. . . 
Taxes Charged 

Real Estate Valuation Reserve January 1, 1985 
Decrease in Valuation Reserve 

At the Disposal of the Board January 1, 1985 
Transferred from Profit and Loss 

Account of Previous Year 
Used during the Year 

Profit from Previous Year January 1, 1985 
Transfer to Security Reserve 
Transfer to Purposes of Public Utility 

at the Discretion of the Board 

40 793 462.62 

9 000 000.00 
— 4 800 000.00 

28 100 034.38 
— 467 500-00 

141.967,38 

300 000.00 
300 000.00 

9 478 131.87 
— 9 000 000.00 

300 000.00 

Profit for the Year 

Capital and Free Reserves December 31, 1985 
to notes on pages 44 und 45. 

10 000 000.00 
25 000 000.00 

44 993 462.62 

27 632 534.38 

141 967,38 

178 131.87 

9 719 761.27 

of its Full Amount 
56.5 
52.4 
46.2 
42.6 

35 000 000.00 

82 665 857.52 

FIM 117 665 857.52 
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SAMPO BALANCE SHEET 
DECEMBER 31,1985 

ASSETS 1985 1984 LIABILITIES *985 1984 

Current Assets 
Cash in Hand and at Banks 111 638 318.51 

Due from Other Insurance Companies 
Unearned Premiums 27 389 568.00 
Outs tanding Claims Reserve 47 159 561.00 
Deposits Made 199 667 090.62 
Accounts Receivable 64 645 206.95 

338 861 426.57 

Accrued Credits and Deferred Charges 
Premiums Receivable 588 119 336.76 
Accrued Interest Receivable 43 278 459-89 
Other Items 42 427 444.26 

673 825 240.91 

Other Current Assets 
Sales Prices Receivable 9 233 597.57 
Sundry Debtors 52 764 286.38 

61 997 883.95 

Investments 
Loans 1 413 733 702.64 
Bonds 39 051 817.87 

Stocks and Shares 235 792 322.04 

Real Estate and Shares therein 
Subsidiaries 20 463 399-79 
Others 456 859 898.64 

477 323 298.43 

Other Investments 
Due from wholly owned 
Real Estate Companies 6 743 084.81 

Fixed Assets 
Stocks and Shares 

Subsidiaries 52 356 461.40 
Other Companies 140 556 084.69 

192 912 546.09 

Real Estate and Shares therein 
Subsidiaries 8 139 308.55 
Others 198 086 421.24 

206 225 729.79 

Furniture and Fixtures 62 889 111.98 
Other Fixed Assets 103 646 481.87 

FIM 

98 840 510.80 

27 408 205.00 
40 191 228.00 

205 146 208.87 
58 788 684.88 

331 534 326.75 

515 595 106.43 
39 555 443.45 
34 591 626.73 

589 742 176.61 

1 513 597.57 
69 208 441.59 

1 186 322 869.94 70 722 039-16 1 090 839 053.32 

1 437 454 833.46 
2 585 648.38 

206 793 194.39 

20 008 708.89 
450 390 589.98 
470 399 298.87 

2 172 644 225.79 7 461 286.03 2 124 694 261.13 

55 356 461.40 
123 886 347.14 

565 673 869.73 

179 242 808.54 

8 593 999.45 
170 954 405.52 

179 548 404.97 

32 331 435.75 
87 630 193.38 

Current Liabilities 
Due to Other Insurance Companies 

Deposits Retained 27 075 418.21 
Accounts Payable 60 955 247.51 

88 030 665.72 

Accrued Charges and Deferred Credits 
Premiums Received in Advance 6 186 339-38 
Taxes Payable 1 720 350.00 
Accrued Annual Holiday Pay 23 826 102.78 
Other Items 11 495 991-86 

43 228 784.02 

Other Current Liabilities 
Loan From Pensions F u n d © 247 617 719-33 
Transferred Charges Payable 36 473 489-08 
Loans 8 085 334.01 
Sales Prices Payable 13 476 930.09 
Liabilities to Other Companies 11 937 678.07 
Sundry Creditors 45 157 372.62 

362 748 523-20 

Technical Reserves 
Unearned Premiums Reserve® 619 934 756.00 
Outs tanding Claims Reserve © 1 857 605 114.00 
Equalization Reserve and Buffer Reserve. 754 427 265.00 

22 476 949.52 
38 260 025.95 
60 736 975.47 

12 745 370.20 
757 869-00 

19 835 769.91 
8 555 319-15 

41 894 328.26 

223 360 393.58 
33 473 690.02 
42 641 441.98 
10 687 442.22 

80 408 195.31 
390 571 163.11 

603 962 531.00 
1 622 673 172.00 

787 934 391.00 

3 231 967 135.00 3 725 975 107.94 3 014 570 094.00 3 507 772 560.84 

Allowance for 
Possible Credit Losses. 81 000 000.00 73 000 000.00 

478 752 842.64 
3 924 640 965.46 3 694 286 157.09 

Capital and Free Reserves 
Guarantee Capital 10 000 000.00 
Capital Stock. 25 000 000-00 

35 000 000.00 

Security Reserve 44 993 462.62 
Real Estate Valuation Reserve 27 632 534.38 
At the disposal of the Board 1 4 1 967.38 
Profit f rom previous Year 178 131.87 
Profit for the Year 9 719 761.27 

FIM 
117 665 857.52 

10 000 000.00 
25 000 000.00 
35 000 000.00 

40 793 462.62 
28 100 034.38 

141 967.38 
79 534.74 

9 398 597.13 113 513 596.25 
3 924 640 965.46 3 694 286 157.09 

42 Ringed numbers in the text refet notes on pages 44 and 45. 43 



NOTES TO THE ACCOUNTS 

In its capacity as the authori-
ty responsible for insurance com-
panies, the Ministry of Social Af-
fairs and Health has issued in-
structions to the companies for the 
keeping and balancing of their ac-
counts. The following notes are 
intended to throw light on some 
special concepts used in the field 
of insurance and to provide fur-
ther information on matters which 
are not immediately apparent 
from the accounts or the Report 
of the Board. The numbers in the 
following notes correspond to the 
numbers in the Income State-
ment, Balance sheet, or Appen-
dices. 

1. Premium income 
The premium income on 

direct underwriting consist of 
premiums paid by policy-holders 
to the Company, from which the 
transferred charges due to the 
State are deducted before entry on 
the Income Statement. Premium 
income on reinsurance assumed 
consist of premiums paid to Sam-
po by other insurance companies 
for risks for which they have not 
retained liability. The premium 
income on reinsurance assumed is 
entered in the Income Statement 
as a net amount, i.e. the commis-
sions paid to the ceding com-
panies have been subtracted from 
the gross premium income. 

The concept of transferred 
charges is explained in the Notes 
below. 

2. Uncollectable premiums 
These are premiums which 

have fallen due but have been 
written off, since measures to ob-

tain their payment have been 
abandoned during the financial 
year. 

3. Unearned Premiums Reserve 
and Change in the Unearned 

Premiums Reserve 
That proportion of premium 

income which corresponds to risks 
associated with the insurance 
period but falling after the end of 
the financial year is entered on the 
Balance sheet as the Unearned 
Premiums Reserve. The difference 
between this Reserve in the finan-
cial year and the preceding year is 
entered as the Change in the 
Unearned Premiums Reserve; if 
the Reserve at the end of the 
financial year was greater than 
that of the previous year, the 
Change represents outgo, while if 
it is smaller the Change represents 
income. The term 'earned pre-
mium income' is often used for 
the difference between, or sum of, 
the premium income and the 
Change in the Unearned Pre-
miums Reserve. 

4. Outstanding Claims Reserve 
and Change in the Outstanding 

Claims Reserve 
Compensation due for pay-

ment after the end of the finan-
cial year on claims for losses oc-
curred before the end of the finan-
cial year is entered in the Balance 
Sheet as the Outstanding Claims 
Reserve. This includes such items 
as future annuities for bodily in-
juries covered by workmen's com-
pensation, motor third party or 
liability insurance policies; reserves 
for known claims which had not 
yet been paid at the turn of the 

financial year; and a reserve for 
claims incurred but not yet 
reported. The Outstanding Claims 
Reserve thus in this sense 
represents the matching of claims 
outgo to the relevant financial 
year. The difference between the 
Outstanding Claims Reserve of 
the financial year and of the 
previous year is shown in the In-
come Statement as the Change in 
the Outstanding Claims Reserve. 

The Outstanding Claims 
Reserve thus comprises the credit 
owed by the Company to 
policyholders and beneficiaries. 

The Outstanding Claims 
Reserve also includes an 
'Equalization Reserve' to cover 
years of heavy losses, calculated in 
accordance with the instructions 
issued by the Ministry of Social 
Affairs and Health. It comprises 
the Equalization Reserve proper, 
which in 1985 decreased by FIM 
38.8 million, and the motor in-
surance Buffer Reserve, which 
grew by FIM 5.3 million, giving 
a net decrease in the Full Amount 
of the Equalization Reserve of FIM 
33.5 million. 

Claims paid, together with 
the Change in the Outstanding 
Claims Reserve, form the claims 
incurred during the financial year. 

5. Reinsurance ceded 
Sampo does not retain full 

liability for all risks it accepts, but 
cedes part of these to other insur-
ance companies. The outgo and 
the income arising from reinsur-
ance ceded are shown on the In-
come Statement as the reinsurers' 
share of premiums, of claims 
paid, and of changes in the 
technical reserves. The net 
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amount of these items signifies 
the net outgo or income on rein-
surance ceded. 

The commissions paid by the 
reisurers, amounting to FIM 30.0 
million, have been deducted. 

6. Other income 
This heading includes the 

profit on sales of fixed assets and 
shareholdings, and the income 
received from other insurance and 
other companies for work carried 
out on their behalf. 

7. Premium income, other classes 
of insurance 

This heading includes FIM 
71.8 million on personal accident 
insurance, FIM 33.8 million on 
liability insurance, FIM 6.6 
million on burglary insurance, 
FIM 4.1 million on forest in-
surance, FIM 2.4 million on water 
damage insurance, and FIM 5.8 
million on livestock insurance. 

8. Transferred charges 
These are mainly charges 

levied on policy-holders in con-
junction with premiums and paid 
to the State or to special-purpose 
funds supervised by the State. 

Premium Tax 
Premiums on policies cover-

ing property situated within 
Finland, activities carried on 
within Finland, or benefits accru-

ing within Finland are subject 
under Finnish legislation to 
premium tax. 

Fire Brigade Charges 
A statutory fee to be paid 

each year on property insured 
against fire, for the purpose of im-
proving fire prevention. The fees 
are paid into a Fire Protection 
Fund supervised by the Ministry 
of Home Affairs. 

Traffic Safety Payments 
A fee charged in conjunction 

with motor third party insurance 
premiums and payable to Traffic 
Safety, an organization under the 
supervision of the Ministry of 
Communications, for work fur-
thering road safety. 

Industrial Safety Charges 
Under regulations governing 

the financing of work on in-
dustrial safety, premiums on 
workmen's compensation policies 
include a contribution towards in-
dustrial safety work, the distribu-
tion of which is decided by the 
Ministry of Social Affairs and 
Health. 

Payments under § 58, Employ-
ment Accidents Insurance Act 

These fees are also charged on 
premiums for workmen's com-
pensation insurance. 

9. Amounts due from and to 
other insurance companies 

The amounts due under the 
unearned premiums and out-
standing claims reserves show the 
reinsurer's share of the technical 
reserves. Deposit are the sums re-
tained by a ceding company from 
the reinsurer as a security on the 
latter's liability. Accounts 
receivable and accounts payable 
are the liquid balances of rein-
surance accounts. 

10. Loan from pensions fund 
This includes loans associated 

with the pensions scheme for the 
staff. 

11. Insurance result 
The analysis of result has 

been calculated on the basis of 
business retained by Sampo, 
Credit losses on premiums 
receivable have been deducted 
from the total premium income. 

12. Solvency trends 
The Full Amount of the 

Equalization Reserve refers to the 
upper limit of the equalization 
reserve target zone, which is ac-
tuarially calculated separately for 
each insurance company. The up-
per limit depands on premium in-
come retained, breakdown of 
premium income by various 
classes and retentions in various 
classes. 
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AUDITORS' REPORT 

We the undersigned have 
examined the books, accounts and 
administration of Sampo Mutual 
Insurance Company and the ac-
counts of the Sampo companies 
for the financial year 1985 in ac-
cordance with auditing practice. 

The undersigned Olli Norla 
has scrutinized the accounts for 
the financial year and submitted 
a separate report of inspection. 

We have received a report on 
the work of the Company's Inter-
nal Auditing Department. 

The Insurance Department 
of the Ministry of Social Affairs 
and Health was represented at the 
Audit by Jukka Rantala, Chief 
Inspector, who stated that, having 

scrutinized in detail the calcula-
tion of the Technical Reserves, he 
had found no cause for criticism. 

The parent company Sampo 
Mutual Insurance Company: 

The Income Statement, 
which shows a profit of FIM 
9 719 761.27, has been drawn up 
in compliance with the relevant 
regulations currently in force. 

We accordingly recommend 

that the Income Statement 
and Balance Sheet be approved, 

that the proposals for the dis-
posal of the profit for the finan-
cial year put forward by the Board 
of Directors be accepted, and 

that the members of the Su-
pervisory Board and Board of Di-
rectors together with the Man-
aging Director be discharged from 
all personal liability for the finan-
cial year. 

The Sampo companies con-
sisting of Sampo Mutual and its 
subsidiaries: 

The accounts of the Sampo 
companies have been drawn up in 
compliance with the relevant re-
gulations currently in force, and 
we recommend that these ac-
counts be approved. 

Turku, 8 April 1986 

f / u J c c c ^ 
/ Juhani Linnoinen / Veijo Riistämä 

Chartered Accountant 

Antti La^erroos Erkki Saarnilehto 

Olli Noria 
Chartered Accountant 
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ORGANIZATION IN THE SAMPO GROUP 

PROFIT CENTRES 
RESPONSIBILITY FOR 
EXPENSES 
CENTRES WITH RESTRICTED 
PROFIT RESPONSIBILITY 

• 
• 
• 



SUPERVISORY BOARD 

Sakari T. Lehto 
Chairman 
Helge Haavisto 
Vice-Chairman 

Kalevi Numminen 
Vice-Chairman 
Antti Aarnio-Wihuri 
Rolf Ehrnrooth 
Toivo Haapakoski 

Sten-Olof Hansen 
Kai Hietarinta 
Matti Hurme 
Olli Ikkala 
Bror Johansson 
Ahti Karjalainen 
Irja Ketonen 
Matti Kinnunen 
Erkki Lahtinen 

Esko Laitinen 
Paavo Laitinen 
Raimo Lehtinen 
Väinö J . Leino 
Seppo Lindblom 
Kurt Lindholm 
Jukka Mikkola 
Heikki Mustakallio 
Pentti Mäki-Hakola 

Berndt Nielsen 
Jorma Reini 
Tuure Salo 
Pekka Silvola 
Ahti Sirkiä 
Kari O. Sohlberg 
C.O. Tallgren 
Heikki Talvela 
E J . Toivanen 

BOARD OF DIRECTORS 
Heikki Löyttyniemi 
Chairman 

Antti Kataja 
Vice-Chairman 

Matti Ali-Melkkilä 
Markku Mikkola 

Alternates 
Pauli Ikäheimo 
Ingmar Lundberg 
Kauko Pihlava 

MANAGEMENT 
Managing Director 
Antti Kataja 

Deputy Managing 
Directors 
Pauli Ikäheimo 
Ingmar Lundberg 
Kauko Pihlava 

Managers 
Juhani Kangas 
Hannu Kokkonen 
Aarne Rossi 
Ernst Wendt 

Assistani Managers 
Mauri Asumaa 
Martti Huhtamäki 
Jorma Kuokkanen 
Risto Lehmusvuo 
Kalevi Nevasto 
Rauno Nurmi 
Yrjö Somersalmi 
Markku Stenberg 
Terttu Virmavirta 

48 



| % - J j , -

mm 
mmm mm 

mmm 

I ; 11 i i 
H 

1 ~ I 
• 1 

• H mk 
m m; 


