CONSULTING GROUP INC,

WWW.IMICgroup.ws

INTERNATIONAL COMPLIANCE D I

The insuranceindustry has long beenan internationalbusiness. The last decadesaw an
increasinglevel of globalizationactivity by large U.S., Europeanand Asian carriers. As this

trend continues,any carrier doing extra-territorialbusinesswill find compliancewith the
regulationsof multiple foreign jurisdictionsan areathatrequiresincreasingfocusandgrowing
resources.This is the secondof two articleswhich focus on the InternationalAssociationof

InsuranceSupervisorglAIS), a globalassociatiorof insuranceregulators. Thefirst article was
aninterview with the AssociationO€hairmanof the ExecutiveCommitteeP Hanley C. Clark

(Mr. Clark recentlyresignedasChairman. He wasalsoformerly the Commissionenf Insurance
for WestVirginia for 10 years). Thisissuewill focusin moredetailon the activitiesof the lAIS

itself. Nick Mallouf, a Principalof MRC InsuranceConsultingGroupanda memberif IASAOS
Interpreter Committee reports.

Principles and Scope

Established in 1994, the 1AIS membership includes insurance regulators and supervisors from
more than 100 jurisdictions. The original charge of the organization was to just exchange
experiences and information among the members. Recognizing that this definition did not meet
the membersO needs for cooperation, the organization restructured in 1996 with the following
objectives:

1)

2)

3)
4)

5)

To cooperate 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 cooperate with other relevant entities
To provide mutual assistance to safeguard the integrity of markets

To exchange information on their respective experiences in order to promote the
development of strong domestic insurance markets

Consistent with the above, Mr. Clark noted in our last issue that the two most important
objectives of the IAIS have become:

1) Developing practical standards for the supervision of insurance
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2) Giving guidance in insurance regulation and supervision for emerging market
countries.

However, the 1AIS is a OcooperativeO body whose members Omay chooseO to apply the
standards set by the IAIS body. So it has no direct authority over any jurisdiction or member.
Nevertheless, this restriction has not stopped this organization from developing a set of Core
Principles, a Methodology, Standards, and a series of Guidance Papers. Its subcommittees and
task forces meet monthly around the world, and it has annual international conferences.

For example, there is an active Insurance Fraud Subcommittee. It includes members from
Canada, Cayman Islands, Egypt, Germany, Hungary, Netherlands, Poland, Singapore, Russia,
South Africa, Switzerland, United Kingdom, and U.S.A. It is addressing four aspects of
insurance fraud:

1) fraud by an insurance company
2) claims and consumer-related insurance fraud
3) money laundering

4) integrity, competency and solvency

T he Subcommittee has already presented recommendations on insurer fraud and
integrity/competency/solvency issues. This year it started on claim fraud and plans to address
money laundering next year. In September, 2000, it organized a OTripartite Fraud ConferenceO
in Guernsey in coordination with the Association of British Insurers and the U.K. Association of
Chief Police Officers, and the International Association of Insurance Fraud Agencies.

T he Subcommittee is also trying to determine if there was any other international activity
evident in the Frankel case, is monitoring developments on types of viatical fraud which are
currently prevalent in the U.S., and is considering adopting a G7 paper on international
cooperation regarding financial crime and regulatory abuse.

| believe it is safe to say that the magnitude of the challenge the IAIS faces in developing and
coordinating these worldwide regulatory standards makes the State/Federal issues in the U.S.
pale in comparison.

World View

As Mr. Clark noted, the USA has the worldOs largest insurance market. But because of differing
economic, social, and political environments in other countries, our State/Federal system of
regulation is not necessarily applicable or suitable to other economies. In spite of these
differences, though, last year several states in the U.S. played host to a series of regulators from
other countries. Those regulators came here to observe how insurance supervision is performed
in this country.
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T he IAIS has a scope of cooperation that extends beyond just insurance markets. It has close
ties to and shares activities, conferences, and information with the banking and securities
industries in other countries. In fact, the organization compares itself to "The Basle Committee
on Banking Supervision (BCBS)" and "The International Organization of Securities
Commissions (I0OSCO)" in the banking and securities sectors.

Consequently, the IAIS considers itself a key part of an international group that is jointly
responsible for the financial stability of world economies. It even includes in its Core Principles
Methodology standards from several other world economic bodies:

KEY STANDARDS FOR SOUND FINANCIAL SYSTEMS

Policy Areas Key Standards Issued By

Macroeconomic Fundamentals

Monetary & financial Code of Good Practices on Transparency itMF

policy transparency Monetary and Financial Policies

Fiscal policy transparency Code of Good Practices in Fiscal IMF
Transparency

Data dissemination Special Data Dissemination Standard IMF

General Data Dissemination System
Institutional and Market Infrastructure

Insolvency Principles and Guidelines on Insolvency World Bank
Regimes

Corporate governance Principles of Corporate Governance OECD

Accounting International Accounting Standards IASC

Auditing International Standards on Auditing IFAC

Payment and settlement Core Principles for Systemically ImportanCPSS
Payment Systems

Market integrity The Forty Recommendations of the FATF
Financial Action Task Force

Financial Regulation and Supervision

Banking supervision core Principles for Effective Banking BCBS
Supervision

Securities regulation Objectives and Principles of Securities 10SCO
Regulation

Insurance supervision Insurance Supervisory Principles IAIS

As you can see from the above, the IAIS has a perspective that is more than just
international, it is truly global.

As a truly global body, the organization holds committee meetings and annual
conferences all over the world. For example, the annual conference schedule is:
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2000 Cape Town, South Africa
2001 Bonn, Germany
2002 Santiago, Chile
2003 Singapore

Also reinforcing the worldwide perspective of the IAIS, succeeding Mr. Clark as
Chairman of the Executive Committee is Mr. Manuel Aguilera-Verduzco of Mexico.

The other countries represented on the Executive Committee are Canada, Chile,
Germany, Guernsey, Japan, Poland, Portugal, Singapore, South Africa, United Kingdom,
and United States.

Contact the IAIS

Y ou can contact the IAIS directly at:

International Association of Insurance Supervisors Secretariat
c/o Bank for International Settlements

CH-4002 Basel

Switzerland

Tel: +4161 22573 00
Fax: +41612809151

Web: www.iais@bis.org

To learn more about the 1AIS, go teww.iaisweb.org

Nick Mallouf, CPA, CISA is a Principal of MRC Insurance Consulting Group, which
focuses on compliance, banks-in-insurance, and litigation support services related to the
insurance industry. He can be reached for questions about this article at:
nmallouf@mrcgroup.ws or 817-261-7674.




