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Zurich Bolivia - Testimonial (SolSeguro life

INSurance)

“The insurance benefit is a blessing, a
support and aid for the raising of my son.
| will not spend anything now, everything
Is for his future. As | have to move
around a lot with my job, | have much
more peace of mind with the life
insurance for my two children, because
they are no longer alone.”

Ms. Maritza Espinoza, mother and
partner of Nelson Pérez who died from a
heart attack. N. Pérez bought the life
insurance when he opened a savings
account at BancoSol.
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Zurich’s Microinsurance Initiative

e Zurich is an early mover among the major insurance companies
- Programs in Bolivia started as early as 1999
- Initiatives are currently selling in Bolivia, Mexico, Venezuela and South Africa

o Zurich launched in January 2007 a new Zurich Group-wide microinsurance
initiative
- Public Private Partnership with Swiss Agency for Development and
Cooperation and International Labour Organization
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- Core team at Zurich group level leads/coordinates the initiative
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Bolivia — Economic and Social Indicators

SUDMMERICA Economic Indicators 2006(e)

Colombia o 5 75 e GDP USD 10,6 Billions
i : e GDP Real Growth 4.5%
* Inflation 4.6%
« GDP Per Capita USD 1,098

Social Indicators 2006
AFARLS . e Population 9.63 Million
Chile . 4 « Economically Active Population 3.72 Million
« Unemployment Rate 7.64%
e Population Below Poverty Line 67%

Bolivia is located in the center of Source: Zurich Bolivia

South America, with a territorial
surface of

~1.000.000 sq km
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Bolivia — Development of Microfinance

 Mid 80s: first initiatives to create NGOs and Foundations to offer access to credit to
low-income population

* 1992: in order to satisfy a growing demand for credit from microenterprises, the
microcredit NGO Prodem created Banco Solidario S.A. (BancoSol), the first
commercial bank in the world targeting the low-income market

o 1995: Superintendency of Banks introduced the Private Financial Funds (FFPS):
incorporated as companies they specialize in the intermediation of resources
between small depositors and low-income borrowers

- Most microfinance NGOs reconstituted themselves as FFPs, which enabled
them to collect deposits from the public

- Constitution of FFPs led to a significant deepening of the Bolivian financial
system: today Bolivian Microfinance Institutions (“MFIs”, which include
microfinance banks, FFPs, NGOs and credit unions) serve ~800,000 low
income persons (20% of Bolivia's workforce)

 MFIs have begun to realize
* the more clients are protected against risk, the better the portfolio quality
« the inherent benefits of insurance to their customers
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Bolivia — Market & Needs

Market

* Low-income persons in urban & rural areas, with limited disposable income, who are
highly sensitive to price.

» Vast majority of persons work in the informal economy running unregistered
businesses.

* Most have limited education & few have had previous experience with insurance

Needs

Type of insurance Percentage Potential market Average amount available for a
interested (# of people) product per year per household

(%) (US$)

Health 75.3 473 419 25.6

Death 31.1 195 529 35.1

Accidents for family members 48.8 306 811 28.1

Accidents for its employees 14.0 88 020 46.0

Theft at home 39.9 250 856 20.8

Theft at workplace 31.6 198 673 31.5

Fire 19.9 125113 42.3

Source: CentroAFIN
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Zurich Bolivia — The Low-Income Market Entry

Motivation to become active in microinsurance
» Generate a diversified portfolio that can provide sustainable and profitable growth

« Social advantages of providing insurance to low-income households: valuable
contribution to breaking the cycle of poverty

Market Entry
« 1999: providing BancoSol with a credit life product (mandatory)
o 2003: “pure” microinsurance (voluntary),
- providing Prodem FFP with a life product: Seguro de Vida Prodem
- providing BancoSol with a life product: SolSeguro (identical to Prodem product)

Failure & Success (after 2 years)

 Prodem: 1,000 active policies only (lack of management commitment, absence of
sales targets & large staff turnover without proper training)

« BancoSol: 3,500 active policies (strong management commitment, closely monitored
sales targets)
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Zurich Bolivia — Insurance Products Overview

Product Description/Cover Distribution Persons
Insured
Credit life Paired with a microfinance loan and “debt dies with the debtor” (covers | Banco Sol ~ 120,000
the outstanding amount of the loan)
SolSeguro Death, burial expenses, survival benefits for spouse and children Banco Sol
SolSalud Same as SolSeguro, plus health (for policyholder, spouse and children) | Banco Sol
SolSalud Plus Same as SolSalud, plus medical expense reimbursement in case of Banco Sol
accident (Banco Sol)
: I N o Total:
Seguro Death, accidental death benefit, disability, terminal diseases Banco de Credito ~50.000
Multiple ’
Group Life - Death, Accidental death benefit - Radio Taxistas
Asociados
- 2 products, same as SolSalud and SolSalud Plus - Mutual La Paz
Personal - Accidental Death, medical expenses as a consequence of accident - Agrocapital
Accidents - Individual or Family Group cover. Accidental death, disability, - Banco Mercantil
educational assistance, maintenance of value benefit Santa Cruz
Property Cover Fire & Allied perils , including robbery Fondo de la
Comunidad
Remittances Death, repatriation, educational aid, family assistance benefit Banco Sol Just
started
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Zurich Bolivia - SolSeguro, SolSalud & SolSalud Plus

Voluntary insurance products, which are tied to the

SolSeguro Product Details

client's savings account balance

Coverage Benefits (US$) Insured Capital/Benefit calculation Max age of coverage
Max Min

Death 15,000 | 300 5 times the average balance of the last 6 months in the related account 65 years

Accidental Death 15,000 | 300 5 times the average balance of the last 3 months in the related account 65 years

Burial Expenses 700 300 1 times the average balance of the last 3 months in the related account 70 years

Additional benefit for 200 50 $us. 50 benefit for every child (max. 4 children). In case of no children, 18 years (children).

spouse & children applies a $us. 200-benefit payable to the surviving spouse. No limit (spouse)

Health Insurance Product Details

Coverage Insured Capital Max age of coverage

SolSalud Medical consultation at 100%. Auxiliary Services an  d Maternity at 80%. Hospitalisation and surgeriesa t | 21 years for children /
70%. Ambulance at 80% (urban area). Blood transfusi  on (up to $us. 300) at 80 %. 65 years for spouse

SolSalud Plus SolSalud plus up to $us. 500 per person per year an  d up to $us. 2.500 per family group per year. 21 years for children /

65 years for spouse
Premiums

Plan Type (US$/month) SolSeguro SolSalud SolSalud Plus

1 Policy Holder 0.99 3.99 4.48

1 Policy Holder and 1 Dependant 6.99 7.97

1 Policy Holder and 2 Dependants 9.99 11.46

1 Policy Holder and 3 Dependants 11.99 13.95

1 Policy Holder and 4 Dependants or more 13.99 16.44
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Zurich Bolivia — Current Distribution Channels

Distribution Channels
 BancoSol

e Banco de Crédito

« Agrocapital

* Fondo de la Comunidad
 Radio Taxistas Asociados

* Banco Mercantil Santa Cruz
e Mutual La Paz

Role of the Distribution Channel

« Sales point (issue, cancel & print insurance certificates)
* Premium collection

* Reception of claims documentation
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Zurich Bolivia - Important Operational Requirements

Marketing

 As most clients have not had insurance before, considerable effort/education
IS required to explain the benefits

o Key to success is
- well trained bank staff
- Zurich agents in the bank’s largest branches

Information Technology

Microinsurance = high volume/small margin business, i.e. processes have to be
very efficient/automated

* In-house development of an Web application called Front-End Wholesale
which is installed on a server of the distribution partners: allows to

- iIssue, cancel & print insurance certificates
- collect premiums
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Zurich Bolivia — Results*

insured lives

2006 2005 2004 2003 2002
Total number of all clients 71,346 | 57.650| 41,888 | 16,134 8,615
(thousands)
Tot.al number of microinsurance 46,015 | 36.222 | 24.826 639 N/A
policyholders
Total number of microinsurance 47,540 | 36.222 | 24.826 639 N/A

*This information excludes credit Life clients

Thus far, growth of voluntary products has been moderate. Almost

10% of the bank’s depositors have chosen insurance.
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Zurich Bolivia — Testimonial (credit life insurance)

© Zurich - Microinsurance - Zurich Bolivia / November 2007

“The insurance helped us a lot. | think it is
good to have this insurance, because
without it, it would have been very difficult
to pay back the loan.”

Ms Aurora Laruta, sister in law of a family
breadwinner who had taken out a loan to
buy a taxi.
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Appendix: Sample Policy
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