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National Assodation of i .
Insurance (ommlsslorllle[;s and RES_EARCH

The U.S. Insurance Regulation and Supervision Seminar
on Effective Group Supervision

15-17 July 2013
at the 4" floor, Pinnacle 5-6 Room, InterContinental Hotel
Bangkok, Thailand

July 15, 2013

08:30—-09:30  Registration
09:30 —09:45  Opening Remarks
e Myr. Pravej Ongartsittigul
Secretary General, the Office of Insurance Commission
eMr. Michael Consedine
NAIC Secretary-Treasurer, Commissioner,
Pennsylvania Insurance Department
09:45 —10:45  Development of the U.S. Insurance market
e Mr. Michael Consedine
NAIC Secretary-Treasurer, Commissioner,
Pennsylvania Insurance Department
o Mr. Bill White
Commissioner,
District of Columbia Department of Insurance, Securities &
Banking
e Ms. Pooja Rahman
Manager & Counsel, International Policy & Analysis
e Mr. Fred Heese
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Chief Financial Examiner
Missouri Department of Insurance, Financial Institutions &
Professional Registration
10:45-11:15 Break
11:15-12:30  The U.S.-EU Dialogue
o Mr. Ekrem Sarper
NAIC International Policy Advisor
o Mr. Michael Consedine
NAIC Secretary-Treasurer, Commissioner,
Pennsylvania Insurance Department
o Mr. Bill White
Commissioner,
District of Columbia Department of Insurance, Securities &
Banking
12:30-13:30  Lunch
13:30-15:00 Key Elements of Group Supervision
e Ms. Pooja Rahman
Manager & Counsel, International Policy & Analysis
eMyr. Fred Heese
Chief Financial Examiner
Missouri Department of Insurance, Financial Institutions &
Professional Registration
15:00 - 15:30  Break

15:30 —17:00  Asian Countries Insurance Market Developments
Participating jurisdictions will share their insights into their market

developments and discuss their current regulatory focus

July 16, 2013

09:15 -10:45  Supervisory Colleges
e Ms. Pooja Rahman
e Mr. Fred Heese
e Mr. Michael Consedine
10:45-11:15  Break
11:15-12:45  Macroprudential Surveillance and Insurance Supervision

e Ms. Pooja Rahman
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12:45-13:45  Lunch

13:45-15:00  Crisis management, including early intervention, sanctions,
winding up and guarantee schemes & recovery and resolution of
cross-border operations
e Ms. Pooja Rahman
oMr. Fred Heese
15:00 —15:30  Break

15:30 - 17:00  Holding Company Analysis + Enterprise Risk Management
(ERM)
eMr. Fred Heese

July 17, 2013

09:00 — 10:30  Financial Regulation Standards and Accreditation Program and
comparison to International Standards Accreditation
o Mr. Adam Hamm
NAIC President-Elect, Commissioner,
North Dakota Insurance Department
eMr. Fred Heese
eMyr. Ekrem Sarper

10:30 - 11:00  Break

11:00 - 12:30 ComFrame
e Mr. Adam Hamm
eMr. Michael Consedine
o Mr. Bill White

12:30 - 13:00 Q&A/Wrap-up and Adjourn

13:00 — 14:00  Lunch
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Taiwan Insurance Market Overview

About Taiwan
Area : 36,000 square kilometers
Population : 23 millions
Language : Mandarin/Taiwanese/Hakka
Religion : Buddhism/Taoism/Christian/Islam/Catholicism
Exchange Rate : US$1 = NTD 30 @2013/07/01
In the 16™ century, Portuguese explorers were so
impressed by the towering, green, mountainous island they
saw from the decks of their ships that they called this place !
Ihla Formosa, meaning “beautiful island.”
This “beautiful island”-Taiwan is shaped like a tobacco leaf
that is narrow at both ends. It lies off the southeastern coast

of mainland Asia, across the Taiwan Straits from Mainland

China-- a solitary island on the western edge of the Pacific
Ocean. To the north lies Japan and Okinawa, to the south
the Philippines.

Overall Statistical Index
Insurance Density of
Life Insurance : US$ 3154.9
Non-life Insurance : US$ 162.23
Insurance Penetration of
Life Insurance : 15.98%
Non-life Insurance : 0.82%
* As of the end of 2011.

Insurance Supervision
Insurance Bureau of Financial Supervisory Commission (FSC) is the

official organization that regulates the insurance industry in Taiwan. It was set
up on July 1, 2004 in order to improve the quality of supervision, maintain
market discipline, and to act in accordance with the implementation of insurance

liberalization and internationalization.

Our Insurance Regulation Objectives

1. Maintain a sound environment for insurance business
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2. Construct an orderly competitive market
3. Monitor the normal operation of insurance industry
4, Enhance the protection to insurance policyholders

5. Promote the development of insurance business

Taiwan Insurance Market Overview
The insurance market in Taiwan was first opened to U.S. insurers to set up

branch offices in 1987 and then to domestic insurers in 1993. The foreign
insurers other than those from the U.S. were admitted to establish branch
offices in 1994. In accordance with Insurance Act, insurance is categorized
into life insurance and non-life insurance. At the end of 2012, there are 31
life insurers (including 7 foreign ones), 23 non-life insurers (6 foreign ones),

and 3 reinsurers in Taiwan.

Life Insurance Industry:
Life insurance covers life, personal injury, health, and annuity insurance.
In 2012, total premium income of life insurance industry reached US$82.6
billion. The proportion of premium income by respective line in 2012 was

shown below:

Annuity
Accident  8.69%
2.37%
Health
1097%

Life
77.91%

At the end of 2012, the total assets of life insurance industry summed up to
US$490.4 billion. The investment portfolio of life insurance industry was

shown below:
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Foreign Others

Investment 0.50%
40.60% Bank Deposits
6.24%
ollateral Loan
4.85%
[
Pm ‘w ~_Securities
428% L T 38.60%
Real Estates _//"

4.93%

Non-Life Insurance Industry
Total written premium of non-life insurance industry was US$4 billion in 2012.
The largest line was Automobile insurance, which weighted 49.51% of total
written premium, followed by 18.44% of Fire insurance and 10.56% of
Accident insurance. The proportion of written premium by respective line in

2012 was shown below:

Liability 0.87% Accident
6.85% L 10.56% Others
= T 2.20%
—E“\‘_ R -
&Y
Aviation _—— ___ Fire
Yoot 18.44%

=

\ Marine
7.01%

Outlook for Taiwan’s Insurance Industry and Requlatory Measures
Effectiveness of Regulation Measures that Strengthen the Solvency of

Insurers
Ever since the implementation of Risked-Based Capital (RBC) System in July
2003, Taiwan has adopted risk-based regulatory system. Over recent years,

strengthening the solvency of insurers has been the core task of Taiwan's
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insurance regulation. In addition to maintain the risk-based regulatory system,
it is also our goal to integrate the essence of the three pillar framework into the
insurance regulatory system of Taiwan. The following is an introduction to
important solvency-related regulatory measures and implementation plans in

Taiwan. They are listed according to the three pillars mentioned above:
Reserve Evaluation
quantitative capital requirements

Capital Adequacy

Corporate Governance

Risk Management

supervisory reporting and public SRR ueis

disclosure B
Public Disclosure

Liberalization on Product Filing

The current reform on liberalization of product filing system initiated by the FSC
will stimulate product diversification and enhance the operation efficiency of the
insurance companies. In the future, the regulation mode will gradually turn to be

self-disciplined by insurers which have to take on their own professional ability.

Promotion of Protection-Type Insurance & Microinsurance

Due to increasing aging population and declining birth rate as well as averagely
insufficient sum insured, the FSC encourages insurers to develop
protection-type insurance, annuity insurance and long-term care insurance
products. In addition, in order to build a sound social safety net, the FSC also
encourages insurers to engage in microinsurance business, which would provide

the economically disadvantaged individuals with basic insurance coverage.

Loosening of Investment Limitation

Improving capital efficiency is an important issue that the FSC has been
addressing recently. The strategies being adopted include, for example,
loosening of foreign investment limitation and allowing entering into mainland
China market under the Economic Cooperation Framework Agreement so as to

create more business opportunities and profitability potential for the industry.

Deregulation of Non-Life Rate
Rates for most of the non-life insurance products were adjusted downwardly

following the implementation of the third phase of rate deregulation on April 1,
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2009, but most of changes were considered to be within the normal range. This
accords with experiences of other countries and requires further monitoring.

To ensure adequacy of rates and sufficiency of reserves, the Directions
Governing the Various Reserves Set Aside for Commercial Earthquake, Typhoon
and Flood Insurance by Non-Life Insurance Enterprises has been effected on July
1, 2011 as a frontier of protecting the insurance mechanism. Insurers are then
allowed to apply the rates generated by approved models which they develop.
Insurers without their own models can still use the reference rates provided by

Taiwan Insurance Institute.

Adoption of Reserves for Exchange Rate Valuation

Due to the instability of international economy and financial markets, the
exchange rates fluctuated significantly and so did the operating profit and loss of
insurers, which has resulted in increases in hedging costs, a significant factor
that impacts insurers. Consequently, since March 1, 2012, the FSC has allowed
life insurers to establish a "foreign exchange volatility reserve” account on their
financial statement , which affords life insurers greater flexibility in the

management of currency risk and lowers their hedging costs.

2013 IAIS Annual Conference in Taipei Taiwan
The FSC will host the 20th International Association of Insurance

Supervisors (IAIS) Annual Conference during October 16 to 19 this year. We
sincerely welcome all of you to join us at the IAIS Annual Conference this

year. And we look forward to seeing you in Taipei.

Contact Us

Insurance Bureau, Financial Supervisory Commission

17 Fl., No.7, Sec. 2, Xianmin Blvd., Banqgiao Dist., New Taipei City 22041, Taiwan
E-mail:fscib@ib.gov.tw
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