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THE INTERNATIONAL AVS-SdC.I—ATION OF INSURANCE SUPERVISORS - IAIS

The International Association of Insurance Supervisors (IAIS) was formed in 1992 and is comprised of
international regulatory officials representing over 70 countries.

The IAIS was formed to promote cooperation between those countries that supervise insurance, in an
effort to maintain just and efficient insurance markets for the benefit and protection of policyholders.
The exchange of information is also encouraged to promote the development of domestic insurance
markets.

The Association is led by an Executive Committee comprised of a minimum of seven and a maximum of
thirteen members who, as far as possible, represent different geographical regions. The Association is
supported by a General Secretariat, (currently, the National Association of Insurance Commissioners
in the United States) which is appointed by the Executive Committee.

The IAIS is comprised of several committees: Executive, Budget, Committee of the Future, Derivatives,
Education, Exchange of Information, Directory, Supervision of Financial Conglomerates, Basic
Market Data, Conference Planning, and Emerging Markets, that work toward achieving the
Association’s goals. Each year the IAIS hosts an annual conference to encourage bilateral and
multilateral discussions on topics of interest.

Each year IAIS members come together during their Annual Conference to hold committee meetings and
participate in discussions on topical issues affecting the regulation of insurance. The 1995 conference
was held in St. Louis, Missouri in the United States. The 1996 conference will convene in Paris,
France.

The IAIS is working towards offering its current and future members valuable tools to assist them in
their task of the supervision of insurance.
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REPORT OF A MEETING BgTWEEN THE EXECUTIVE COMMITTEE AND THE
- BASLE COMMITTEE ON BANKING SUPERVISION
November 1995
George Pooley (Australia)

A dozen members of the Executive Committee and the Committee for the Future met with a number of
members of the Basle Committee, at the invitation of the Basle Committee to discuss matters of mutual
interest.

Mr. Badenhorst pointed out that the process of market integration of business and products between
insurers, securities firms and banks is taking place and that for regulators and supervisors to be aware of
these trends is insufficient. An integrated approach between regulation, supervision and co-operation
between the various regulatory and supervisory authorities is also necessary. The G-7 Finance Ministers
had asked the Basle Committee and IOSCO to improve regulatory arrangements in the interest of helping
to stabilize financial markets. There was no obvious reason why the regulation of insurance should not
be included in cooperation between supervisors.

The meeting considered possible areas of co-operation between the Basle Committee and IAIS. It was
noted that insurance regulators would be working with banking and securities regulators in the Joint
Forum. The mandate for the Joint Forum included the sharing of information between regulators and
supervisors and technical issues such as capital adequacy, moral hazard risks, contagion, and
consolidated supervision. The purpose of the Joint Forum was to develop standards for the supervision
of conglomerates that traded across national boundaries.

There was discussion of a number of areas in which it would be possible for regulators of banks, insurers,
and security firms to co-operate including sharing of information, disclosure of information to investors,
capital adequacy requirements, fit and proper person testing, risk management disciplines, co-operation
in the event of multi-national failures, institutional exposure to derivatives, reporting requirements,
money laundering, bankruptcy and prevention, the role of custodians, and regulatory structures.

The meeting concluded that the following areas should be identified for possible co-operation between
the Basle Committee and IAIS:

(1)  The work of the Joint Forum.

(2) Derivatives. The Basle Committee sub-committee on Derivatives would provide information to
[IAIS with suggestions for how co-operation could be advanced. In the event that co-operation
seemed meaningful, representatives from IAIS could join the Basle sub-committee on Derivatives
with regard to further work.

(3) In respect of money laundering it was decided that this subject was already receiving attention in
various fora.

(4)  The comparison of industry and regulatory structures should be kept on the agenda for future
meetings.

There was also some discussion of the rationale for the separation of insurance business and life or non-
life conducted in the same entity into two separate entities; whether cases occurred where the failure of



an insurer resulted in the failure of that insurer's business world wide- and whether foreign insurers are
“allowed to conduct business on a branch or subsidiary basis abroad.

Conclusion

It was decided that the meeting was of substantial benefit to the two parties and a further meeting of this
forum should take place towards the end of 1996.



REPORT OF THE COMMITTEE OF THE FUTURE
- George Pooley (Australia) - Chair

The Committee for the Future was established at the St. Louis meeting in 1995: to review the future
roles and activities of the IAIS; to consider any consequential amendments to the by-laws; to consider
any consequential organizational restructure; to report to the 1996 Paris meeting; and to circulate the
Committee’s report at least 90 days before the 1996 Conference. The Committee for the Future included
the regulators from Australia (Chair), Canada, Denmark, France, Mexico, Portugal, Russia, South Africa,
Switzerland and the USA. Mr. Cronin, NAIC, was the Secretary to the Committee.

The Committee met in Canberra in October 1995, in Basle in November 1995, in Copenhagen in
February 1996 and in Washington in September 1996. In respect of the last three meetings of the
Committee, some members of the Executive Committee also attended.

- The Committee sent a questionnaire to all members in December 1995/January 1996 seeking information
about the interests of members in respect of IAIS. The answers to the questionnaire were very useful in
guiding the Committee’s recommendations.

The Committee’s report was considered by the Executive Committee in mid-1996 and dispatched to
members by way of a letter dated 27 June. Attached to the letter were a number of resolutions of the
Association for consideration at the Annual Meeting in October 1996. In July 1996 the Bank of
International Settlements (BIS) made a proposal to the Executive Committee for the proposed IAIS
Secretariat to be located at the BIS in Basle, Switzerland. To give consideration to that proposal the
Executive Committee met in early September in Washington and decided to recommend the BIS proposal
to members. A further letter to members was dispatched on 18 September in the form of an addendum to
the Committee for the Future's report of 27 June 1996.

The Resolutions

Resolution A would involve a significant expansion in the activities of the Association: to
improve the exchange of information between members; to strengthen the activities of the
Education Committee; to centralize information on insurance laws, regulations and practices;
and to establish new committees, including a Technical Committee to develop standards for
supervision of insurance companies. The standards would take the form of broad principles,
guidelines and recommendations based on good practice. It would be for each member to
decide whether to adopt the standards, or not, through detailed arrangements and timing best
suited to their own systems and local conditions.

Resolution B sets out proposals to amend the by-laws of the Association principally to permit
the development of practical standards for supervision and to facilitate liaison and co-operation
with the Basle Committee, IOSCO and other international entities. Other proposed amendments
were of an “housekeeping” nature.

Recommendation C sets out a revised structure for the Association which would involve, inter
alia, the establishment of two main committees; the Technical Committee and an Emerging
Markets Issues Committee. The Technical Committee would be responsible for the collection,
analysis and distribution of.information about supervision and development of standards. The
Emerging Markets Committee Issues Committee would promote the development and efficiency
of emerging markets and focus on issues such as training programs, etc,



Resolution D proposed that thie Association accept the offer of a grant from the Kingdom of
Denmark to provide $US1.5m spread over four years to help establish an IAIS Secretariat in
Copenhagen. The establishment of a stand alone Secretariat would go a long way towards
facilitating the expanding role for the Association proposed in Resolution A. Even with the
proposed Secretariat, members of Committees of the Association would continue to have to pay
their own expenses in connection with each Committee’s activities.

The amended Resolution D proposes that the Association accept a proposal from the BIS to
provide about $US300,000 per year to help establish an IAIS Secretariat in Basle, Switzerland.
The Executive Committee concluded that over a period of six years or longer the BIS proposal
in both financial and non-financial terms was to be preferred to the very kind offer from the

Kingdom of Denmark.

Resolution E amended proposes that the membership fee should increase for 1997 to $US2000

- and that the fee for 1998 would probably need to be $US5000. The increased fees would, of
course, be matched by benefits to members from the proposed extra activities including the
development of standards.

Resolution F sets out the 1996 budget proposals.
Resolﬁtion G amended sets down the proposed 1997 budget based on the BIS proposal.

The proposed expansion of IAIS activities would not only meet members aspirations but the development
of standards would go a long way towards bringing the status of the IAIS closer to that of the Basle
Group for banks and IOSCO for securities regulators. It would also lead to improvements in the standards
of insurance supervision, facilitate co-operation amongst insurance supervisors and other supervisors in
financial markets.

The Association will continue to have to rely on the willingness of its members to serve on Committees,
give their time and experience and fund their expenses to bring all these proposals to fruition. The
development of standards, for example, would be no easy task, would be time consuming and would
involve sensitive compromises:.

The Executive Committee strongly recommends the proposed resolutions.



REPORT OF THE BUDGET COMMITTEE
George. Pooley (Australia) - Chair

1995 Budget

The audited statements of accounts for 1995 are included elsewhere in the Annual Report.

1996 Budget

Proposals for the 1996 budget are contained in the Report for the Committee for the Future dispatched to
members on 27 June. See Resolution F and Chapter 6, page 19 of the Committee for the Future's Report.

1997 Budget

The proposed budget for 1997 (based on the BIS offer) is set out on Page 5 of my letter to members of
IAIS of 18 September 1996.



BASIC MARKET DATA COMMITTEE
Knut Hohlfeld (Germany) - Chair

The Basic Market Data Committee prepared a questionnaire asking for important basic
data on the insurance markets in the IAIS member states. This questionnaire was sent to
the members on August 7, 1995, and they were asked to enter the 1994 data in the table
and return in to the JAIS secretariat by December 31, 1995. 51 replies had been received
by the end of 1995. The secretariat will summarize the results and distribute them

among the IAIS members.





































































