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	Use of the Template

This template guides assessors in the preparation of documents related to the assessment of observance of the International Association of Insurance Supervisors (IAIS) Insurance Core Principles, undertaken as part of the Bank-Fund Financial Sector Assessment Program (FSAP). 
Two main documents are prepared as part of the IAIS assessment:

· The Report on the Observance of Standards and Codes (ROSC), which comprises Section I of the template (including Tables 1A and 2).

· The Detailed Assessment, which comprises Section I of the template (including Tables 1B and 2) as well as Section II (including Table 3).

Attention of assessors and mission chiefs is drawn to the difference between Table 1A (for ROSCs), which does not include gradings, and Table 1B (for detailed assessments), which includes them. Section I of the template can otherwise be identical for detailed assessments and ROSCs. In keeping with page limits set for the ROSCs, Section I should be approximately five pages in length.

The assessor should begin by completing Table 3, the detailed assessment table, and then return to the beginning of the template to complete the background and summary.


I.    Executive Summary, Key Findings, and Recommendations

1.      A one-paragraph executive summary should highlight key relevant findings. Provide an overall view of the strengths and weaknesses of the insurance supervisory framework, including comments on the clarity of supervisory objectives and its legal authority, and enforcement powers (and practices), overall capacity and willingness to carry out the supervisory mandate.
Introduction
2.      This section should provide background information on the assessment conducted, i.e., describe the organizations being assessed and the context in which the assessment is being conducted. The name and qualifications of the assessor should be mentioned.
Information and methodology used for assessment

3.      This section should indicate the tools used for making the assessment (mention any adaptations made to the assessment methodology given the country-specific circumstances), including the use made of other standards assessed under the FSAP and IAIS standards. 

4.      The main information sources in making the assessment should be detailed. This would include the FSAP Questionnaire (including any self-assessments by the jurisdiction), relevant laws, regulations and instructions, and other relevant documentation (reports, studies, public statements, websites, unpublished guidelines, directives, and assessments); counterparty agencies and officials with whom assessment-related discussions were held; meetings with other domestic supervisory authorities, any relevant government or industry associations, insurers and reinsurers, auditors, and accountants.

5.      The factors that facilitated or impaired the assessment should be described, including the extent of cooperation and information gaps. The assessor should indicate the extent to which these factors may have affected the objectivity of the assessment.

Institutional and market structure—overview

6.      This section should provide a general description and overview of the industry structure and products; role and functions of the regulatory authority(ies); industry organizations, legal and institutional framework; transparency, public disclosure, and accountability practices; capital and profitability. 

7.      The key sectoral indicators of the financial condition of the insurance sector (life, non-life and reinsurance) should be assessed, such as: premium volume as a percentage of GDP, investment (asset) size, and capital/solvency.

Main findings

8.      This section should summarize key findings of the detailed assessment. The following main groupings may be useful as a guide: (i) conditions for effective insurance supervision (ICP1); (ii) the supervisory system (ICPs 2–5); (iii) the supervised entities (ICPs 6–10); (iv) ongoing supervision (ICPs 11–17); (v) prudential requirements (ICPs 18–22); (vi) markets and consumers (ICPs 24–27); and (vii) AML/CFT (ICP28). 
9.      The assessor should refer to Table 1 which offers, principle-by-principle, a summary of assessment results:

· Table 1A, to be included in ROSCs, does not include explicit gradings. This table should convey a clear sense of the degree of compliance, providing a brief description of the main strengths and, especially, weaknesses with respect to each principle;
· Table 1B, to be included in detailed assessments, offers a summary of the main findings, including a column for gradings.
 TC "Table 1A. Summary of Observance of the Insurance Core Principles—ROSCs"\f B Table 1A. Summary of Observance of the Insurance Core Principles—ROSCs

	Insurance Core Principle
	Comments

	ICP1 - conditions for effective insurance supervision 
	

	ICP2 - 
Supervisory objectives
	

	ICP3 - 
Supervisory authority
	

	ICP4 - 
Supervisory process
	

	ICP5 – 
Supervisory cooperation and information sharing
	

	ICP6 – 
Licensing
	

	ICP7 – 
Suitability of persons
	

	ICP8 – 
Changes in control and portfolio transfers
	

	ICP9 – 
Corporate governance
	

	ICP10 – 
Internal controls
	

	ICP11 – 
Market analysis
	

	ICP12 – 
Reporting to supervisors and off-site monitoring
	

	ICP13 -
On-site inspection
	

	ICP14 - 
Preventive and corrective measures
	

	ICP15 -
Enforcement or sanctions
	

	ICP16 -
Winding-up or exit from the market
	

	ICP17 -
Group-wide supervision 
	

	ICP18 -
Risk assessment and management
	

	ICP19 - 
Insurance activity
	

	ICP20 - 
Liabilities
	

	ICP21 -
Investments
	

	ICP22 -
Derivatives and similar commitments
	

	ICP23 -
Capital adequacy and solvency
	

	ICP24 -
Intermediaries
	

	ICP25 -
Consumer protection
	

	ICP26 – 
Information, disclosure and transparency towards markets
	

	ICP27 - 
Fraud
	

	ICP28 -
Anti-money-laundering, combating the financing of terrorism
	


 TC "Table 1B. Summary of Observance of the Insurance Core Principles—Detailed Assessments"\f B Table 1B. Summary of Observance of the Insurance Core Principles—Detailed Assessments

	Insurance Core Principle
	Grading
	Comments

	ICP1 - conditions for effective insurance supervision 
	
	

	ICP2 - 
Supervisory objectives
	
	

	ICP3 - 
Supervisory authority
	
	

	ICP4 - 
Supervisory process
	
	

	ICP5 – 
Supervisory cooperation and information sharing
	 
	

	ICP6 – 
Licensing
	
	

	ICP7 – 
Suitability of persons
	
	

	ICP8 – 
Changes in control and portfolio transfers
	
	

	ICP9 – 
Corporate governance
	
	

	ICP10 – 
Internal controls
	
	

	ICP11 – 
Market analysis
	
	

	ICP12 – 
Reporting to supervisors and off-site monitoring
	
	

	ICP13 -
On-site inspection
	
	

	ICP14 - 
Preventive and corrective measures
	
	

	ICP15 -
Enforcement or sanctions
	
	

	ICP16 -
Winding-up or exit from the market
	
	

	ICP17 -
Group-wide supervision 
	
	

	ICP18 -
Risk assessment and management
	
	

	ICP19 - 
Insurance activity
	
	

	ICP20 - 
Liabilities
	
	

	ICP21 -
Investments
	
	

	ICP22 -
Derivatives and similar commitments
	
	

	ICP23 -
Capital adequacy and solvency
	
	

	ICP24 -
Intermediaries
	
	

	ICP25 -
Consumer protection
	
	

	ICP26 – 
Information, disclosure and transparency towards markets
	
	

	ICP27 - 
Fraud
	
	

	ICP28 -
Anti-money-laundering, combating the financing of terrorism
	
	

	Aggregate: Observed (O) – #, largely observed (LO) – #, partly observed (PO) – #, not observed (No) – #, 
not applicable (N/A) – #.


Recommended action plan and authorities’ response

Recommended action plan
10.      This section should list the suggested steps for achieving observance. Recommendations should be proposed in each case where deficiencies were noted.  The identified steps should be specific in nature and prioritized. An explanation should also be provided as to how the implementation of the measures would lead to improving the level of observance and the effectiveness of insurance supervision. The institutional responsibility for each suggested action should also be clearly indicated in order to prevent overlap or confusion. Table 2 should present only those principles with respect to which specific recommendations are being made by the assessor.

 TC "Table 2. Recommended Action Plan to Improve Observance of the Insurance Core Principles"\f B Table 2. Recommended Action Plan to Improve Observance of the Insurance Core Principles

	Principle
	Recommended Action

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


Authorities’ Response to the Assessment

11.      The assessor should provide the supervisory agency or agencies being assessed an opportunity to respond to the assessment findings.  Any differences of opinion on the assessment results should be clearly identified, including documentation for differing views. Because assessment should be a genuine consultative process, the assessment team should have had a number of discussions with the supervisors during the assessment. The authority(ies) should also be requested to prepare a concise written response to the findings (“right-of-reply”).  Any difference of option that remains unresolved after discussions should be clearly identified and documented.

II.    Detailed Assessment

12.      The assessment methodology established by the IAIS is attached in the Appendix, which contains an excerpt from “Insurance Core Principles Self-assessment Programme” (IAIS, July 2004).
13.      In assessing ICP 1 on preconditions for effective insurance supervision, the assessor should consider the implications and cascading effect of weak or unfavorable preconditions on related ICPs.  This would include lack of an efficient and well functioning financial market on the effective implementation of sound asset and liability management.  Inadequate actuarial and/or accounting expertise would also have impact on sound reserving practices and ultimately the effectiveness of the capital adequacy and solvency regime.  As the preconditions for effective supervision are likely be similar  across the banking, insurance and securities sectors, the assessor is advised to discuss with the Mission Chief and agree on an approach that takes account of the unique circumstances of the jurisdiction concerned.

14.      In cases where different observance levels for the various insurance sub-sectors are noted, the assessor should consider whether it is meaningful to assign a single rating for the ICP or record different ratings for the respective sub-sectors.  In particular, the ICPs have been extended to “apply to the supervision of insurers and reinsurers, whether private or government-owned insurers that compete with private enterprise, wherever their business is conducted, including through e-commerce”.  Relevant factors to be considered include the relative sizes of the sub-sectors in terms of premiums written and risk exposures (e.g. aggregate sum assureds, technical reserves) and the impact to the supervisory objectives e.g. as reinsurance is a professional market segment, the regulatory concerns on the risks posed to the protection of policyholders is less critical.

15.      For consistency, only essential criteria are taken into account in the assessment of the overall core principle.  The advanced criteria may or may not be assessed depending on the stage of market development and supervisory objectives.  Generally, even when these are included, the results will not be a factor in coming to an overall view on observance with a specific ICP.  Instead, the assessment of the advanced criteria is recorded in the description and informs the comments and recommendations, as appropriate. 

16.      The assessor should clearly document the rationale for considering a criterion and/or ICP as not applicable. Based on past experience, the coverage of ICPs 17 and 22 may have to be tailored to the stage of market development in the jurisdiction concerned. Generally, all the other ICPs are applicable to all jurisdictions and exceptions to this norm should be explained.  Even where an ICP is assessed, certain essential criteria may be not applicable. For completeness of documentation, the assessor should briefly comment on the criteria considered not applicable.

 TC "Table 3. Detailed Assessment of Observance of the Insurance Core Principles "\f B Table 3. Detailed Assessment of Observance of the Insurance Core Principles
	Conditions for Effective Insurance Supervision

	Principle 1.
	Conditions for effective insurance supervision

Insurance supervision relies upon:

- a policy, institutional and legal framework for financial sector supervision

- a well developed and effective financial market infrastructure

- efficient financial markets.

	Description
	

	Assessment
	

	Comments
	

	The Supervisory System

	Principle 2.
	Supervisory objectives

The principal objectives of insurance supervision are clearly defined.

	Description
	

	Assessment
	

	Comments
	

	Principle 3.
	Supervisory authority

· The supervisory authority:

- has adequate powers, legal protection and financial resources to exercise its functions and powers
- is operationally independent and accountable in the exercise of its functions and powers
- hires, trains and maintains sufficient staff with high professional standards

- treats confidential information appropriately.

	Description
	

	Assessment
	

	Comments
	

	Principle 4.
	Supervisory process

· The supervisory authority conducts its functions in a transparent and accountable manner.

	Description
	

	Assessment
	

	Comments
	

	Principle 5.
	Supervisory cooperation and information sharing

· The supervisory authority cooperates and shares information with other relevant supervisors subject to confidentiality requirements.                                                                                                      

	Description
	

	Assessment
	

	Comments
	

	The Supervised Entity

	Principle 6.
	Licensing

· An insurer must be licensed before it can operate within a jurisdiction. The requirements for licensing are clear, objective and public.

	Description
	

	Assessment
	

	Comments
	

	Principle 7.
	Suitability of persons

· The significant owners, board members, senior management, auditors and actuaries of an insurer are fit and proper to fulfil their roles. This requires that they possess the appropriate integrity, competency, experience and qualifications.

	Description
	

	Assessment
	

	Comments
	

	Principle 8.
	Changes in control and portfolio transfers

The supervisory authority approves or rejects proposals to acquire significant ownership or any other interest in an insurer that results in that person, directly or indirectly, alone or with an associate, exercising control over the insurer.

The supervisory authority approves the portfolio transfer or merger of insurance business.

	Description
	

	Assessment
	

	Comments
	

	Principle 9.
	Corporate governance

· The corporate governance framework recognizes and protects rights of all interested parties. The supervisory authority requires compliance with all applicable corporate governance standards.

	Description
	

	Assessment
	

	Comments
	

	Principle 10.
	Internal control

· The supervisory authority requires insurers to have in place internal controls that are adequate for the nature and scale of the business. The oversight and reporting systems allow the board and management to monitor and control the operations.

	Description
	

	Assessment
	

	Comments
	

	Ongoing Supervision

	Principle 11.
	Market analysis

· Making use of all available sources, the supervisory authority monitors and analyses all factors that may have an impact on insurers and insurance markets. It draws the conclusions and takes action as appropriate.

	Description
	

	Assessment
	

	Comments
	

	Principle 12.
	Reporting to supervisors and off-site monitoring

· The supervisory authority receives necessary information to conduct effective off-site monitoring and to evaluate the condition of each insurer as well as the insurance market.

	Description
	

	Assessment
	

	Comments
	

	Principle 13.
	On-site inspection

The supervisory authority carries out on-site inspections to examine the business of an insurer and its compliance with legislation and supervisory requirements.

	Description
	

	Assessment
	

	Comments
	

	Principle 14.
	Preventive and Corrective Measures

· The supervisory authority takes preventive and corrective measures that are timely, suitable and necessary to achieve the objectives of insurance supervision.

	Description
	

	Assessment
	

	Comments
	

	Principle 15.
	Enforcement or sanctions

· The supervisory authority enforces corrective action and, where needed, imposes sanctions based on clear and objective criteria that are publicly disclosed.

	Description
	

	Assessment
	

	Comments
	

	Principle 16.
	Winding-up and exit from the market

· The legal and regulatory framework defines a range of options for the orderly exit of insurers from the marketplace. It defines insolvency and establishes the criteria and procedure for dealing with insolvency. In the event of winding-up proceedings, the legal framework gives priority to the protection of policyholders.

	Description
	

	Assessment
	

	Comments
	

	Principle 17.
	Group-wide supervision

· The supervisory authority supervises its insurers on a solo and a group-wide basis.

	Description
	

	Assessment
	

	Comments
	

	Prudential Requirements

	Principle 18.
	Risk assessment and management

· The supervisory authority requires insurers to recognise the range of risks that they face and to assess and manage them effectively.

	Description
	

	Assessment
	

	Comments
	

	Principle 19.
	Insurance activity

Since insurance is a risk taking activity, the supervisory authority requires insurers to evaluate and manage the risks that they underwrite, in particular through reinsurance, and to have the tools to establish an adequate level of premiums.

	Description
	

	Assessment
	

	Comments
	

	Principle 20.
	Liabilities

· The supervisory authority requires insurers to comply with standards for establishing adequate technical provisions and other liabilities, and making allowance for reinsurance recoverables. The supervisory authority has both the authority and the ability to assess the adequacy of the technical provisions and to require that these provisions be increased, if necessary.

	Description
	

	Assessment
	

	Comments
	

	Principle 21.
	Investments

· The supervisory authority requires insurers to comply with standards on investment activities. These standards include requirements on investment policy, asset mix, valuation, diversification, asset-liability matching, and risk management.

	Description
	

	Assessment
	

	Comments
	

	Principle 22.
	Derivatives and similar commitments

The supervisory authority requires insurers to comply with standards on the use of derivatives and similar commitments. These standards address restrictions in their use and disclosure requirements, as well as internal controls and monitoring of the related positions.

	Description
	

	Assessment
	

	Comments
	

	Principle 23.
	Capital adequacy and solvency

The supervisory authority requires insurers to comply with the prescribed solvency regime. This regime includes capital adequacy requirements and requires suitable forms of capital that enable the insurer to absorb significant unforeseen losses.

	Description
	

	Assessment
	

	Comments
	

	Markets and consumers

	Principle 24.
	Intermediaries

The supervisory authority sets requirements, directly or through the supervision of insurers, for the conduct of intermediaries.

	Description
	

	Assessment
	

	Comments
	

	Principle 25.
	Consumer protection

The supervisory authority sets minimum requirements for insurers and intermediaries in dealing with consumers in its jurisdiction, including foreign insurers selling products on a cross-border basis. The requirements include provision of timely, complete and relevant information to consumers both before a contract is entered into through to the point at which all obligations under a contract have been satisfied.

	Description
	

	Assessment
	

	Comments
	

	Principle 26.
	Information, disclosure & transparency towards the market

The supervisory authority requires insurers to disclose relevant information on a timely basis in order to give stakeholders a clear view of their business activities and financial position and to facilitate the understanding of the risks to which they are exposed.

	Description
	

	Assessment
	

	Comments
	

	Principle 27.
	Fraud

The supervisory authority requires that insurers and intermediaries take the necessary measures to prevent, detect and remedy insurance fraud. 

	Description
	

	Assessment
	

	Comments
	

	Anti-money laundering, combating the financing of terrorism

	Principle 28.
	Anti-money laundering, combating the financing of terrorism (AML/CFT)

The supervisory authority requires insurers and intermediaries, at a minimum those

insurers and intermediaries offering life insurance products or other investment related

insurance, to take effective measures to deter, detect and report money laundering and the

financing of terrorism consistent with the Recommendations of the Financial Action Task

Force on Money Laundering (FATF).

	Description
	

	Assessment
	

	Comments
	


Appendix.  TC "IAIS Assessment Methodology"\f E IAIS Assessment Methodology

 TC "Assessment of essential criteria and advanced criteria"\f E Assessment of essential criteria and advanced criteria

2.      An essential criterion or an advanced criterion should be assessed using five categories: observed, largely observed, partly observed, not observed, and not applicable. 

3.      For a criterion to be considered observed, it is usually necessary that the authority has the legal authority to perform its tasks and that it exercises this authority to a satisfactory standard. Where the supervisory authority sets requirements it should also ensure that these requirements are implemented. Having the necessary resources is essential for the supervisory authority to effectively implement the requirements. Just to accept the power in the law is insufficient for full observance to be recorded against a criterion except where the criterion is specifically limited in this respect. In the event that the supervisor has a history of using a practice for which it has no explicit legal authority, the assessment may be considered as observed if the practice is clearly substantiated as common and undisputed. 

4.      For a criterion to be considered as largely observed, it is necessary that only minor shortcomings exist which do not raise any concerns about the authority’s ability to achieve full observance with the criterion. One example would be where a jurisdiction has in place a proposal to institute regulatory and supervisory reform that would lead to full observance, and it is not expected that this reform will be unduly delayed.

5.      A criterion will be considered partly observed whenever, despite progress, the shortcomings are sufficient to raise doubts about the authority’s ability to achieve observance. For example, a jurisdiction has been actively discussing and developing reform proposals that would bring about full compliance, but substantial challenges related to economic and political structure of the jurisdiction remain, making successful and timely implementation of the proposals doubtful.

6.      A criterion will be considered not observed whenever no substantive progress toward observance has been achieved.

7.      A criterion would be considered not applicable whenever the criterion does not apply given the structural, legal and institutional features of a jurisdiction. For the purpose of this self assessment program, where the member submitting the response is not the entity responsible for implementing a criterion, it should nonetheless provide an assessment of that criterion. It should also clearly identify the entity/entities responsible for implementing that criterion. 

8.      The criteria should normally apply to all sectors of the insurance market. Where there are material differences between the levels of observance of a criterion between sectors that may lead different ratings being assigned to the sectors had the assessment been carried out separately (say, where a jurisdiction supervises direct insurers and not reinsurers), one may opt to present such differing ratings in this self-assessment program.

9.      Assessments are based solely on the laws, regulations and other supervisory requirements and practices that are in place at the time of assessment. Proposed improvements that have yet to be fully implemented can be noted in the assessment report by way of additional comments so as to give credit to important efforts made. Similarly, laws that do not meet with a satisfactory level of observance in practice cannot be recorded as “observed”. As a result, it is important to recognize when the assessment is conducted and to record this in the report.

 TC "Assessment of Principles"\f E Assessment of Principles
10.      The level of observance for each Principle reflects the assessments of the essential criteria only. Assessment of advanced criteria should not be included in assessing observance with Principles. A Principle will be considered observed whenever all the essential criteria are considered to be observed or when all the essential criteria are observed except for a number that are considered not applicable. A Principle will be considered to be not applicable when the essential criteria are considered to be not applicable. 

11.      With respect to an assessment of the Principle that is other than observed or not applicable, similar guidance is to be used as applies to the criteria themselves. So, for a Principle to be considered largely observed, it is necessary that only minor shortcomings exist which do not raise any concerns about the authority’s ability to achieve full observance with the Principle. A Principle will be considered partly observed whenever, despite progress, the shortcomings are sufficient to raise doubts about the authority’s ability to achieve observance. A Principle will be considered not observed whenever no substantive progress toward observance has been achieved. 

12.      While it is generally expected that full observance of a Principle would be achieved through the observance of the essential criteria, there may be instances where a member can demonstrate that observance with a Principle has been achieved through different means. Conversely, due to specific conditions in a jurisdiction, meeting the essential criteria may not be sufficient to achieve observance of the objective of a Principle. In these cases, additional measures are needed in order for observance of the particular Principle to be considered effective.

�In FSAP/FSSA reports, this information will be contained in other parts of the FSAP report. Salient details, however, may be briefly restated for convenience.


�If no such response is provided within a reasonable timeframe, the assessors should note this explicitly and provide a brief summary of the authorities’ reactions at the conclusion of the discussions.






