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INTERNATIONAL ASSOCIATION OF
INSURANCE SUPERVISORS

Contributing to world-wide financial stability

The member insurance supervisors of the IAIS, drawn from
over 80 jurisdictions, resolve:

to co-operate together to ensure improved supervision of the
insurance industry on the domestic as well as on an international
level in order to maintain efficient, fair, safe and stable
insurance markets for the benefit and protection of
policyholders;

to unite their efforts to develop practical standards for
supervision of insurance that members may choose to apply;

to liaise or co-operate with other relevant international entities;

to provide mutual assistance to safeguard the integrity of
markets;

and to exchange information on their respective experiences in

order to promote the development of domestic insurance
markets.

& Taken from the Preamble of IAIS By-laws -6
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Foreword

Established in 1994, the International Association of Insurance Supervisors (IAIS) represents
the insurance supervisory authorities of some 80 jurisdictions. It was formed to promote co-
operation between insurance regulators and also with regulators of the other financial sectors
around the world. It seeks to help establish and maintain fair and efficient insurance markets
for the benefit and protection of policyholders. The IAIS is charged with developing
international principles and standards on insurance supervision and with implementing training
seminars for insurance supervisors from emerging markets.

The Association is led by an Executive Committee, with a membership ranging from 9 to 15
members representing different regions of the globe. The Association is supported by a
Secretariat located at the Bank for International Settlements in Basle.

The IAIS supports a number of committees, subcommittees and working groups (see
organization chart on page 5). Thanks to their work, the TAIS has achieved remarkable results
over last few years. At the Fourth Annual Conference in September 1997, the member
supervisors approved two standards (/nsurance Supervisory Principles and Principles
Applicable to the Supervision of International and Insurance Groups and their Cross-Border
Establishments) and two guidance papers (Guidance on Insurance Regulation and Supervision
Jfor Emerging Market Economies and A Model Memorandum of Understanding).

Three new standards on insurance supervision (Supervisory Standard on Licensing, Standards
on On Site Inspections, and Supervisory Standard on Derivatives) will be submitted for
approval at the Fifth Annual Conference in Canctn.

Moreover, the IAIS is very active in promoting the implementation of its supervisory standards
through training activities. In the past year, the IAIS has been involved with training seminars
in several regions for supervisors in emerging markets.

The IAIS also collaborates closely with other international regulatory organizations. In
particular, the IAIS has played an important role as a constitutional body in the activities of the
Joint Forum on Financial Conglomerates and Joint Year 2000 Council.

Each year the IAIS hosts an annual conference to encourage bilateral and multilateral
discussions on topics of interest to insurance supervisors. The Fourth Annual Conference was
held in Sydney, and the Fifth Annual Conference will be held in Cancin this fall.
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The past year has been a busy one for the IAIS, as we continued to grow and develop as an
organization. As a result of the many papers we issued and the training opportunities we
facilitated, the IAIS has established a reputation as a key player in contributing to the stability
in the financial sector.

In November, I was invited to speak to representatives of the G-7 group of major industrial
countries in Washington about the accomplishments of the IAIS and its work plans for the
coming year. I prefaced my remarks by pointing out that the IAIS is a young organization and
lacks a well developed infrastructure. Despite this, we had already produced some useful
documents for insurance regulators and had set an ambitious work plan for the future.

Our progress in making that plan a reality has been remarkable. These accomplishments will
be discussed in more detail elsewhere in the Annual Report, but let me review the highlights.

The 1997-1998 Work Plan

The TAIS identified a number of priorities for 1997-1998; let me measure our progress against
them:

- provision of two regional fraining sessions for insurance supervisors

The TAIS sponsored or co-sponsored five training sessions: in Mexico, the Caribbean,
Zimbabwe, Poland and South Africa. In addition, analysis of a questionnaire on
training needs will allow better targeting of training sessions in the future.

- development of a self-assessment programme against the Insurance Supervisory
Principles and compilation of the results

A self-assessment programme was circulated to members in February. While
completion is voluntary, its purpose is to give members the opportunity to assess the
framework of regulation and supervision in their jurisdiction against the /nsurance
Supervisory Principles and identify areas that need strengthening. The results of the
self assessment programme may also be used to direct further work of the IAIS.

- development of drafting instructions to standardise the presentation of IA1S documents

Drafting instructions were prepared in October and have been used by the committees
and subcommittees throughout the year.

- clarification of the distinction between a "direct writer" insurance company and
a reinsurance company

The Technical Committee established a working group to deal with this issue. It
has held one meeting and has prepared an outline for the project.

- provision of guidance on the supervision of market conduct
An issues paper has been prepared on the supervision of market conduct and

circulated to members. The membership will decide at Canctin whether to develop
the paper into a standard as part of next year's work plan.

Chairman’s Report Page 5
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- development of standards on:
- derivatives,
- licensing, including fit and proper tests , and
- on-site inspection

These standards will be submitted to the membership for adoption at Cancin.
- commencement of work on solvency standards

The first draft of a paper on solvency and solvency assessment was distributed to
the members of the Technical Committee in January. This paper frames the debate
on how to proceed with such a large body of work. A subcommittee has been
established and it will develop a work plan with specific deliverables. This
subcommittee will work closely with the Investment Subcommittee and the
Accounting Subcommittee.

- release of a bulletin on Year 2000 risk

In November 1997 I joined with the Chairman of the Technical Committee in
issuing a Statement on Year 2000. The statement points out the problems the date
change raises for the insurance industry and urges members to ensure that
companies in their jurisdiction take the necessary measures to become Year 2000
compliant.

The Road Ahead

With the commitment and involvement of its members, the TAIS will continue to grow and
evolve as the international body charged with setting insurance regulatory standards. To
do this, however, we need a solid infrastructure and a strong support network. We have
already made significant progress. The IAIS is sound financially, and many members have
volunteered to work on committees and develop papers. This commitment is essential if
we are to complete the standards papers now in progress and to continue offering high
quality training programmes.

Let me give one example of the important and challenging work that our members are involved
in. Currently, it is difficult to compare the financial condition of insurance companies in
different countries due to the lack of internationally accepted accounting or actuarial standards.
These standards are key ingredients in the establishment of solvency and capital measures.
With this in mind, we have established links with the International Accounting Standards
Committee and the International Actuarial Association and we support their work in developing
standards for insurance companies.

Closing Remarks

I have enjoyed the challenge of being the Chairman of the Executive Committee over the past
year. My predecessor, Australia's George Pooley, worked very hard on behalf of all of us to
create the IAIS and it was an honour for me to take over the important work he had started.
I have been reassured and grateful for the support and dedication of so many members
throughout my term. I now move on to become the first Past Chairman of the IAIS and I look
forward to the new challenges that this role will bring.
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Special thanks is due to the staff of the NAIC who acted as Secretariat and provided a wide
range of support to the IAIS over the past several years. We could not have got this far
without their help. I am pleased to say that our own Secretariat is now operational. Knut
Hohlfeld assumed responsibilities of Secretary General in January and has put the infrastructure
in place to support future work of the committees. He has been ably supported by his assistant
Cecilia Miller Chen, and Deputy Secretary General Yoshihiro Kawai who joined the
Secretariat in June.

I would also like to express my appreciation to Juan Ignacio Gil Antdn for hosting the Fifth
Annual Conference in Cancun. I hope to see you there.

John R. Thompson
Chairman of the Executive Committee
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Mr. John R. Thompson, Chair

Deputy Superintendent

Office of the Superintendent of Financial
Institutions Canada

Kent Square

255 Albert Street, 16th Floor

Ottawa, Ontario K1A OH2Z Canada
Tel: 1613990 8010

Fax: 1613993 6782

E-mail: jthomps@osfi-bsif.gc.ca

Mr. Hanley C. Clark, Vice Chair
Insurance Commissioner

State of West Virginia, Office of Insurance
Commissioner

P.O. Box 50540

Charleston, West Virginia

25305-0540 USA

Tel: 1304 558 3354

Fax: 1304 558 0412

E-mail: hclarkhc@wvnvm.wvnet.edu

Mr. Richard J. Smith

Chief Manager, General Insurance
Australian Prudential Regulation
Authority

243-251 Northbourne Avenue
Lyneham ACT 2602

GPO Box 9826

Canberra ACT 2601 Australia
Tel: 6126213 5010

Fax: 612 6213 5430

Email: richard.smith@apra.gov.au

Ms. Monica Caceres Ubilla
Intendente de Seguros
Superintendencia de Valores y Seguros
Teatinos 120, Piso 6

Santiago Chile

Tel: 56 2 549 5904

Fax: 562 549 5937/562 549 5965
E-mail: svalseg(@ibm.net

Mr. Eigil Melgaard

Deputy Secretary

The Danish Ministry of Economic Affairs
Ved Stranden 8

DK-1061 Copenhagen K Denmark
Tel: 453392 4182

Fax: 45 33 92 4730

Email: emg@oem.dk

Mme. Stéphane Pallez until 5/98

M. Bruno Bézard from 5/98
Sous-Directeur des Assurances, Direction
du Trésor

Ministére de 'Economie, des Finances et
de I'Industrie

139, rue de Bercy

F-75012 Paris France

Tel: 3314487 7490

Fax: 33 14004 28 65

E.-mail:bruno.bezard @dt.finances.gouv.fr

Mr. Steve Butterworth

Director of Insurance

Guernsey Financial Services Commission
Valley House, Hirzel Street

St. Peter Port

GY1 2NP (Via UK) Guernsey

Tel: 44 1481 712 801

‘Fax: 44 1481712 010

E.mail:
swbutterworth(@gfsc.guernsey.net

Lic. Juan Ignacio Gil Antén

President

Comisién Nacional de Seguros y Fianzas
Av. Insurgentes Sur No. 1971

Torre Norte 2 Piso

Col. Guadalupe Inn

Mexico 01020 D.F. Mexico

Tel: 525724 7496

Fax: 52 5661 5301

Executive Committee Members
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Ms. Danuta Walcerz
President
State Office for Insurance Supervision

pl. Dabrowskiego 1

00-057 Warsaw Poland
Tel: 48 22 826 5308
Fax: 48 22 826 5302

Mrs. Lim Shu Chiau

Executive Director

Monetary Authority of Singapore
10 Shenton Way

M.A.S. Building

079117 Singapore

Tel: 65229 9420

Fax: 65 229 9694

E-mail: sclim@mas.gov.sg

Mr. André Swanepoel
Deputy Executive Officer
Financial Services Board
446 Rigel Avenue South
Erasmusrand

Pretoria 0181 South Africa
Tel: 27 12 428 8051

Fax: 27 12 347 87 85
E-mail: andres@fsb.co.za

Mr. Jarl Symreng

Head of Insurance Department
Finansinspektionen
Regeringsgatan 48

P.O. Box 7831

S-103 98 Stockholm Sweden
Tel: 46 8 787 8043

Fax: 468 24 13 35

E-mail: jarl.symreng@fi.se
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